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EXECUTIVE SUMMARY 

The objective of this research was to establish whether the diminishing supply of 

affordable housing options for lower income (LI) workers near job-rich central city 

(CC) locations is having an impact on CC businesses and on the overall productivity 

of CC economies. The findings of the specific research questions are summarised 

here. The research comprised a review of census and other data as to the housing 

market position of the LICC labour force in five of Australiaôs key metropolitan areas 

(metros)ðPerth, Darwin, Melbourne, Sydney and Brisbaneðas well as a series of 

interviews with employers in Sydneyôs CC and an analysis of the demand profile on 

recent infill development in the City of Sydney council area. 

What is the current state of Australian and overseas practice 
in housing LICC workers? 

There is evidence of growing recognition by major-city governments, both in Australia 

and overseas, of problematic high housing costs. To a large extent, policy 

consideration frames high housing costs as a social welfare and equity problem. 

However, there are emerging narratives in a number of strategic planning policies that 

explicitly address the direct impacts of housing costs on urban economic growth. In 

both Sydney and Melbourne, housing and economic development strategies note that 

housing costs can limit access to CCs, which can in turn thin LI labour markets, 

reduce productivity and, ultimately, act as a drag on the economic growth of CCs. 

Specific research into the economic impact of high housing costs mostly concerns 

broad macro-economic consideration of reduced consumer spending and wage 

inflation. Very little research was uncovered identifying or quantifying constraints on 

productivity being caused by a shortage of LICC workers. One relevant body of 

literature concerns Kainôs (1968) spatial mismatch hypothesis, which highlighted how 

jobs and low-cost housing were increasingly separated in cities. Although Kainôs work 

concerned job growth on the urban periphery and poor inner-city neighbourhoods, 

much subsequent research has relevance to the suburbanisation of disadvantage. 

Importantly, a number of policy responses have been identified, broadly categorised 

as: 

Ą transport strategies connecting jobs and labour 

Ą distributed economic development strategies moving jobs closer to labour 

Ą inner-city housing strategies moving labour closer to jobs 

Ą job-finding strategies overcoming barriers to labour force participation. 

Of particular concern, these four responses are likely to fall to separate policy arenas 

and government agencies: transport; planning and investment; housing; and social 

services, respectively. Further, the issue of spatial mismatch constraining LICC labour 

market thickness is likely to be a secondary driver in each of these policy arenas. 

Evidence of coordinated policy responses was very limited. 

What is the extent of the spatial mismatch between LICC jobs 
and affordable housing? 

LICC workers are spatially separated from their jobs to a much greater degree than LI 

workers in the metro more generally. Based on 2011 Census Journey to Work data, 

the median distance of the LICC workers was found to be roughly double that of the 

metro-wide median in all five case studies. 
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To some extent this can be expected, given that the volume and density of jobs in the 

CC is not matched by a volume and density of potential workers, a trend that keeps 

LI-worker commutes down across the metro as a whole. This additional distance to 

work is also more easily overcome by transport connections, particularly public 

transport connections, which uniquely service the CCs. Finally, again based on 2011 

Census workforce data, there are a number of differences between the CC and the 

metro overall, in terms of LI jobs and, relatedly, workers. Specifically, the presence of 

LICC jobs across well-paid and growing professional industries is probably related to 

the much larger representation of younger, more educated and more mobile LI 

workers in the CC. Importantly, however, these differences were at the margins, and 

the overall impact of urban formðincluding job densities and transport connectionsð

are intrinsically linked to housing costs. 

Which employee groups are most affected, and what is their 
housing experience in terms of affordability and location? 

One important disjunction between LI labour markets and low-cost housing markets is 

that, based on 2011 Census workforce and housing data, only one quarter of LI 

workers lived in LI households. This distribution of LI workers across household 

incomes was also consistent across different geographies. Similarly, the distribution of 

housing costs as a proportion of household incomesðincluding levels of housing 

stressðwas consistent across different geographies. However, evidence of housing 

compromiseðprobably made to avoid housing stressðcould be seen in other 

differences between LICC workers and LI workers generally. Some key findings were 

that LICC workers were more likely than LI workers across the metro to be: 

Ą renting 

Ą living with unrelated strangers or extended family 

Ą living in an apartment 

Ą showing signs of dwelling size compromise, in terms of bedrooms/occupant 

Ą living further from their place of work. 

Importantly, these compromises were mostly experienced to a greater degree among 

the LICC workforce because middle-income (MI) households connected to the CC 

labour force were more likely to be making compromises. The distance to work was 

also supported by analysis of the housing markets, which showed a clear geography 

of inner-city unaffordability in both rental and sales data. Sydney showed particular 

evidence of unaffordability with, for example, very low rates of affordable house sales 

within 25 kilometres of the CC. 

Of course, these ócompromisesô can only be considered as such in statistical 

aggregate. The extent to which LI workers perceived these differences as 

compromises, and therefore the extent to which they would serve to undermine the 

appeal of the CC as a place of work, cannot be unpacked in census data. 

Which employer groups are most affected by this issue, what 
problems does this cause them and how do they deal with 
these problems? 

Six industries were identified as likely to be affected by any shortage of LICC workers, 

based on a combination of the number of LICC workers, reliance on these workers, 

and competition for these workers from outside the CC. The industries were 

hospitality, retail, support services (like travel and recruitment agencies), professional 

services (like legal and accounting), finance-insurance, and government services. 
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Hospitality and retail were considered particularly vulnerable, with high numbers of 

LICC workers (around 35% of all LICC workers were in these industries), high 

proportions of LICC workers (LICC workers made up 60ï70% of all CC workers in 

those industries), and greater rates of industry distribution (retail, e.g. had up to 20 LI 

jobs outside the CC for every LICC job). 

Interviews with Sydney CC employers in all of these industries (except government 

services) revealed a number of more nuanced findings. 

1. It was clear that some industries are far more aware of and concerned about the 
issue, most notably the hospitality industry (including tourism). 

2. While many interviewees were not significantly concerned about the issue, almost 
all could offer some anecdotal evidence of recruitment, reliability or retention of 
LICC workers being connected to housing affordability. 

3. While most interviewees recognised that high housing costs were a challenge, 
many suggested that employees are primarily bearing the burden of this expense, 
rather than employers. 

Interviewees also identified a number of factors that mediated any impacts of high 

housing costs. For example, the CC was seen as offering a number of benefits and 

opportunitiesðboth professional and lifestyleðfor LI workers. This increased the 

supply of short-term workers (career starters, students and travellers), who were not 

always seen as a compromise in terms of employer choice for workers. 

What role has the recent expansion of higher-density housing 
in inner-city areas played in housing the LICC workforce? 

By analysing the demand profile for recent developments within the Sydney council 

area (a proxy for broader infill housing in CC-proximate locations), it was possible to 

unpack the extent to which a market response could reduce any spatial mismatch. 

This has important policy implications, because if such additional supply is unable to 

reduce housing costs significantly, it makes the case for considering non-market 

housing solutions stronger. 

The analysis suggests that the new developments have only marginally eased the 

unaffordability for rental apartments, and not reduced sale prices to any noticeable 

extent. New developments were found to be more expensive, have higher rates of 

private rental, and have higher mortgage payments. In terms of the compromises 

outlined above, new growth offered little to remedy the diversity of affordable housing 

options closer to the CC. 

High turnover and considerable proportions of private renters and group households 

suggest the new supply does provide housing for some LICC workers, particularly 

temporary and student workers. However, some kinds of housingðfor instance, 

family-friendly housing that is affordableðis not being provided through market 

responses. As such, increases in supply of market housing within the broader labour 

market catchment of the CC seem to mitigate the observed spatial mismatch in only a 

limited way. 

To the extent that mismatch is occurring, what are the broader 
implications for the stability, equity and efficiency of the 
central city economy? 

The mitigating factorsðsuch as the different job and worker profiles, good transport 

connections, and a supply of workers in MI and high-income (HI) householdsðseem 

to curtail the extent to which a shortage of affordable housing options affects the 
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thickness of the LICC labour market. There was little evidence of instability in the 

viability of current CC industries being due to labour market constraints. It remains a 

secondary concern among the businesses interviewed and also remains a secondary 

factor in policy arenas that could redress the issueðlike transport, housing and social 

services. 

The above-noted finding that MI households have to make housing compromises 

when they are connected to the CC labour market is potentially concerning. This was 

most evident in Sydney and was consistent with other findings that housing in Sydney 

is particularly unaffordable. This represented a significant differential that would 

discourage participation in the CC labour market for a much greater number of 

potential LI workers. 

The greater recognition of the issue from the hospitality industry, particularly tourism 

and accommodation, speaks to the fact that this industry relies on a greater number 

of, and a greater diversity of, LICC workers. The observed compromises of MI 

households could be prohibiting this required diversity of workers. For now, the gap is 

able to be filled by student and other short-term workers who are willing to, for 

example, rent apartments with unrelated adults. 

This suggests that, so long as the labour market is more flexible than the housing 

market, the extent to which housing costs can impact the CC economy is limited. On 

the other hand, the hospitality sector could be seen as a canary in a coal mine: other 

industries could begin to notice similar effects if housing options are constrained 

further. 

What are the housing policy implications of the research? 

This research suggests CC businesses, on the whole, are not currently constrained by 

a shortage of high-quality workers for lower income jobs. Despite the clear link 

between high housing costs and a spatial mismatch of LI workers from CC jobs, there 

are a number of mitigating factors at play. These factorsðincluding a supply of short-

term workers, lifestyle and professional benefits, and good transport linksðhave 

insulated businesses from the effects of high housing costs to a great extent. 

However, there are signs of constraints, particularly in the hospitality sector, that 

suggest labour market thickness is being affected by housing costs. 

As such, and in the face of high housing costs and the absence of a national 

affordable housing strategy, ensuring the ongoing attractiveness of our CCs for LI 

workers will remain a state and local government concern. Consequently, the 

implications of the research presented in this report point to three key policy 

requirements with respect to our LICC workforces. In many ways, these policy 

requirements resemble those already proffered as prescriptions for other urban issues 

governments faceðbut they are nonetheless worth reiterating. 

The first is a need for a continued focus on facilitating and delivering low-cost and 

affordable housing options wherever possible, through a combination of planning 

policy interventions, use of public lands, and state-funded housing support initiatives. 

Housing being supplied by the market in CC-proximate locations, while 

accommodating some LICC workers, is not directly increasing affordable or diverse 

housing options. 

The second is a need for an ongoing commitment to public transport policy that fully 

acknowledges the needs of LI workers. These workers require efficient and affordable 

(i.e. subsidised) transport options to access CC employment. The role of public 

transport in connecting a greater pool of LI workers to CC jobs cannot be understated. 



 

 5 

The third is the need for a holistic and integrated policy response at the metropolitan 

scale, involving collaboration between state and local government entities. The 

relative benefits and costs of possible transport or housing interventions, along with 

government interventions to distribute jobs to other centres and ensure an efficient 

land-use pattern, are rarely considered in concert. 
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1 INTRODUCTION 

1.1 Research background 

1.1.1 Objectives and purpose 

The principal objective of this research has been to establish whether the diminishing 

supply of affordable housing opportunities in the job-rich central city (CC) areas in 

Australian cities is having an impact on CC businesses, by making it increasingly 

difficult to recruit and retain lower income (LI) workers. If so, then it can be argued that 

overall CC productivity could be affected, as lower-wage employees are every bit as 

essential to the functioning of central cities as their higher-paid colleagues. This will in 

turn affect the international competitiveness and economic wellbeing of Australian 

cities. As far as we can tell, this is the first research to focus specifically on this issue 

in Australia. 

Previous AHURI research has identified the increasing shortage of affordable housing 

options for LI households within established parts of Australiaôs metros, and the 

ensuing trend that these households are increasingly located in the middle and outer 

suburbs, rather than in the inner cities. This geographic shift of LI households away 

from the CC has coincided with an ongoing growth of lower income central city (LICC) 

jobs, as employment at all levels has grown there. This increased spatial mismatch 

between LICC job opportunities and the increasing suburbanisation of LI households 

raised potential concerns, not just with regards to CC productivity but also other 

broader social welfare impacts. Yet little work has been done to explore the economic 

impacts of the trend, a gap this research seeks to fill. 

1.1.2 Research context 

The role housing plays in the broader economy has been widely recognised by policy-

makers. To date, however, this has largely focused on macro-economic impacts, such 

as the economic multiplier effect generated by housing production and property 

transfers, or the outcomes and implications of housing debt and investment flows on 

the stability of national (and indeed international) financial systems. What has been 

less appreciated, and much less researched in Australia, is the relationship between 

the location and availability of affordable housing provision and the economic capacity 

of urban areas to function effectively and efficiently (Kelly, Mares et al. 2013; 

Rawnsley & Spiller 2012; SGS Economics & Planning 2012; Spiller 2013b). Central to 

this research is the question of how well the structure of housing provision in 

Australiaôs major urban centres supports or hinders the efficient functioning of the 

urban economy, particularly in terms of the access of essential LI workers to job-rich 

CC labour markets. 

That this could be a growing issue can be deduced from the ongoing polarisation of 

housing opportunities in our largest cities, which has forced an increasing mismatch 

between the location of housing reasonably affordable to LI households and CC 

employment opportunities. AHURI research has shown conclusively that the greatest 

affordability problems are with the LI workers (Yates, Milligan et al. 2007). Other 

research has shown clearly the increasing role played by lower-value suburban 

housing markets for LI households (Randolph & Tice 2014). Building on this work, 

recent AHURI research has explored in more detail the increasing concentration of 

socio-economically disadvantaged populations in suburban Australia (Pawson, Hulse 

et al. 2015). 

What is much less understood, however, is the impact that the spatial displacement of 

the lower paid workforce into more suburban housing markets has had on the ability 
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of employers to attract the workforce that underpins the economic productivity of CCs. 

High property values (both for sale and rent) and limited supply in relation to 

workforce numbers may be a substantial constraint to the LI workforce and for 

employers who rely on this workforce. This project focuses on this critical issue, which 

feeds into the concern shared by all CC authorities in Australia to maintain a globally 

competitive labour force. In particular, the City of Sydney, the research partner for this 

project, has become increasingly concerned about this issue through the recent 

development of its local Economic development strategy (City of Sydney 2013a) and 

Housing issues paper (City of Sydney 2015). 

It can be argued that escalating housing costs are likely to have adversely affected 

CC business efficiency, in the form of difficulties of recruitment and retention. These 

difficulties may be reflected in high staff turnover, lengthy recruitment periods to find 

replacement staff, and the extra costs associated with training of staff and higher 

wage bills. For LI workers, a job in the CC may mean longer commutes at unsocial 

hours, incurring additional cost, both monetary and social. While this issue has been 

commonly characterised in policy debates as being one affecting professionals 

working in public sector jobs (so-called key workers), the most critical housing 

affordability issues are probably faced by low-paid service sector employees, in both 

the public and private sectors (Yates, Randolph et al. 2006). More recently, concerns 

have been raised that those employed in increasing numbers in often precarious 

professional employment, such as in the so-called creative economy that has become 

a global marker for city economic vitality and growth, may also face significant 

housing affordability problems (City of Sydney 2009). 

However, the relationship between housing costs and business productivity is a 

complex one. The earlier AHURI study by Yates, Randolph et al. (2006) concluded 

that there was little direct evidence to support the claim that high-cost areas such as 

the inner city could not attract workers because of affordability problems per se. 

However, this in part was due to the increasing attraction of such areas to a new 

cohort of younger apartment renters co-locating in the inner city due to the recent 

apartment boom in these areas, who had substituted for older workers in these jobs. 

Nevertheless, these workers faced much higher housing costs than their suburban 

counterparts. Importantly, the study concluded that the impact of housing costs on an 

inner-city worker was significantly affected by a workerôs position in their household, 

as well as their life-stage. Gender was also a key factor, as was the prevalence of 

shift and part-time employment, especially when associated with unsocial hours. 

This earlier research focused on the affordability problems faced by LI workers in the 

wider urban workforce as a whole, rather than the problems faced by CC employers in 

attracting and retaining key workforce groups. In particular, the current housing 

market circumstances of LICC workers are largely unknown. To address this research 

gap, the current project explored the role that housing affordability plays in the 

productivity of CC economic performance through its impact on labour force stability, 

efficiency and equity in the LICC workforce. 

In order to unpack this issue, the overarching issues covered by the research were 

defined in terms of seven distinct research questions. 

Ą RQ1: What is the current state of Australian and overseas practices in planning for 
affordable housing for LICC workers? 

Ą RQ2: What is the extent of the spatial mismatch between job structure and 
affordable housing provision in the labour markets of central Perth, Darwin, 
Melbourne, Sydney and Brisbane? 
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Ą RQ3: Which employee groups are most affected and what is their housing 
experience in terms of affordability and location? 

Ą RQ4: Which employer groups are most affected by this issue, what problems does 
this cause them and how do they deal with these problems? 

Ą RQ5: What role has the recent expansion of higher-density housing in inner-city 
areas played in housing the LICC workforce? 

Ą RQ6: To the extent that mismatch is occurring, what are the broader implications 
for the stability, equity and efficiency of the CC economy? 

Ą RQ7: What are the housing policy implications of the research? 

The research therefore throws light on national and international debates on the 

opportunities that the new economic resurgence of central cities provides for the 

inclusion of lower-paid workers. The international evidence indicates that LI 

households have been increasingly moved away from the inner city and into middle 

and even outer city locations, as housing markets and job opportunities more 

generally have reconfigured urban structure (Commitee for Sydney 2013; Department 

of Infrastructure & Transport 2013; Katz & Bradley 2013; SGS Economics & Planning 

2012). This apparent turn around in the fortunes of the inner city over the last two 

decades and the associated move of the urban poor into the suburbs has been 

termed the óGreat Inversionô (Ehrenhalt 2013; also Fishman 2005). In effect, the old 

crisis of the inner city has been substituted by a new crisis of suburbia (Randolph 

2016; forthcoming). 

To what extent has this meant that the LICC workforce has found its opportunities for 

either housing or jobs increasingly constrained, and what impact has this had on the 

capacity of CC employers to maintain this component of their workforce? In 

addressing these questions, this research project therefore directly addresses AHURI 

Priority Topic 3: Housing Markets and Productivity, as well as AHURI Strategic 

Research Issue 16: Efficient land and housing markets that meet demand, enable 

labour market and other mobility and support productivity gains in the economy. 

The remainder of this chapter is structured as follows. First, we briefly outline the 

research methods adopted to explore the research questions identified above. These 

are discussed in more detail in the relevant chapter. Then the geographical basis of 

the research is explained, to establish the definitions used to identify the central city 

area of our five case study cities, together with their overall population profiles. The 

definition and profile of the LI populations that are the focus of this report are then 

discussed. A final section briefly outlines the structure of the rest of the report. 

1.2 A brief summary of methods 

In addition to a detailed literature and policy review, the project involved the use of 

quantitative and qualitative research methods to address the identified research 

questions. These methods were combined into five key components, as outlined 

below. While components one to three examined spatial mismatch issues across all 

five case study cities, components four and five focused solely on the Sydney 

experience. 

Component 1: Literature and policy review 

Ą Responds to Research Question 1 (five cities). 

Ą Comprised a desk-based review of relevant literature and policies. 

This initial review examined the academic literature on the economic impact of 

housing affordability as associated with CC labour force productivity, and 
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benchmarked the Australian experience against that of other key jurisdictions. This 

included a review of research and policies addressing labour market shortages, 

retention problems and economic efficiency. 

Component 2: Profiling the LICC workforce analysis 

Ą Responds to Research Questions 2, 3 and 4 (five cities). 

Ą Comprised an analysis of the LICC workforce, sourced from the ABS 2011 
Australian Census through TableBuilder. 

In response to Research Question 2, this component examined workforce data from 

the 2011 Census for the five selected metros and their CCs. It established the relative 

size of the workforce catchment to determine the extent of a óspatial mismatchô of 

LICC workers, and interrogated possible confounding variables affecting this 

catchment. 

To explore the extent to which the workforce catchment is associated with different 

workforce characteristics, this component also yields insight into the workers affected 

by any spatial mismatch, as per Research Question 3. Also, in response to Research 

Question 4, the census data is used to reveal the industry sectors most affected. 

Component 3: Housing constraints on the LICC workforce 

Ą Responds to Research Question 3 (Five cities). 

Ą Comprised an analysis of the housing position of the LICC workforce and the 
associated housing market, sourced from the 2011 Australian Census through 
commissioned data, and from Australian Property Monitors (APM) through the 
Australian Urban Research Infrastructure Network (AURIN). 

Census data was used to examine the housing position of the LICC workforce, with 

some comparison made with the overall metro LI workforce and the overall CC 

workforce. A specially commissioned dataset was used to examine the housing 

experience of the LICC workforce, as TableBuilder cannot connect place of work data 

to household and dwelling data. A complementary analysis of the housing available to 

buy and rent for LI employees near CCs was also undertaken, using APM sales and 

advertised rental data from AURIN. 

The analysis of the 2011 Census did not consider data from other periods. This places 

some limits on the analysis, particularly in identifying cyclical or structural trends over 

time. For example, employment rates and other cyclical economic trends will affect 

the preparedness and need for workers to travel further for work. In terms of structural 

trends, this snapshot in time could not identify if, for example, any spatial mismatch is 

growing in line with housing constraints or if, conversely, it is a residual effect of firms 

and workers yet to adjust to some changed industrial geography. The findings do, 

however, suggest time series analysis would be useful future research. 

Component 4: Employer perspectives on LICC workforce constraints 

Ą Responds to Research Question 4 (Sydney only). 

Ą Comprised in-depth interviews with employers in the industry sectors identified as 
being most affected by a spatial mismatch. 

In-depth stakeholder interviews in Sydney established the extent to which housing 

affordability is acting as a constraint on productivity through an impact on recruitment 

and retention. Topics covered included whether employers had experienced staff 

turnover or lengthy recruitment periods to find replacement staff; whether they 

incurred extra costs for recruiting, training or paying staff to cover shortages; and 

whether housing issues among the workforce had contributed to these issues. 
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The City of Sydney 2012 Floor-space and Employment Survey dataset was used to 

profile the industry businesses, and served as a guide for possible participants. A 

lengthy recruitment process across the selected industry sectors was undertaken, 

targeting either general managers or human resources (HR) managers of employers 

in 20 key industry sectors. A total of 266 contacts resulted in 24 successful interviews. 

Component 5: Market responses and housing the LICC workforce 

Ą Responds to Research Question 5 (Sydney only). 

Ą Comprised a desk-based analysis of 2011 Australian Census data on the 
population of new housing, sourced through TableBuilder. 

Strata registration data from the NSW Land and Property Information property 

database, along with the Floor-space and Employment Survey land-use data, was 

used to identify census SA1 tracts 1  where new higher-density housing has been 

developed over the last 10 years. This enabled a detailed understanding of the 

housing and demographic profile of these new developments from 2011 census data. 

This component provided an indication of the extent to which the market response to 

housing demand has met the specific needsðin terms of prices and tenureðof the 

LICC workforce. 

Although the final two research components were confined to Sydney, the similarities 

between Sydney and the other metros analysedðin terms of industries and the extent 

of a spatial separation of LICC workersðmake the findings relevant across Australia. 

Notably, broad reliance on the market to deliver the necessary housing supply is a 

common feature of the policy debates in other metros. Data available on the location 

of new infill housing is not uniform between Australian jurisdictions. Future research, 

with resources to analyse this diverse data, could entail a similar analysis to that 

undertaken for the Sydney council area here. Indeed, much of the research 

undertaken throughout this report serves as an initial foray into a largely unexplored 

area. Future research will undoubtedly offer more detailed and more technical 

economic analysis, and so further the discussion. 

1.3 The analysed geographies 

Flórez-Revuelta, Casado-Díaz et al. (2008) and Feng (2009) highlight the fact that 

labour markets tend to defy geographic definition. The workforce catchment for one 

employment centre will overlap with other employment centres that have their own 

workforce catchments, and so on. The result is that in large metros there is little self-

containment within regions of a metro and, if there is, it pays scant attention to formal 

jurisdictional boundaries (Mitchell & Watts 2010). For these reasons, it is not possible 

to understand the CC labour market in isolation from the rest of the jobs and labour 

markets in the metro area. 

This research examines five Australian metros: Sydney, Melbourne, Brisbane, Perth 

and Darwin. In addition to the four largest metros by both population and area, Darwin 

is included to enable a comparison across a broader set of Australian cities on 

whether housing affordability may be a constraint on labour productivity. 

The metropolitan Greater Capital City Statistical Area (GCCSA) populations are used 

as a ócatchmentô for potential workforce for each city. Note that, as per the purpose of 

this study, some parts of this area are not considered to be within the effective labour 

market of a CC, due to geography and transport barriers. However, the degree of 

integration is such that the population could be expected to move to within that 

                                                
1
 Statistical Area level 1 (SA1) is the smallest geography in which the 2011 Census data is released; 

SA1s average 400 persons. 
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effective labour market, in the absence of housing costs and other impediments. The 

GCCSA is also a standard census geography, enabling comparison with other 

research undertaken that would not be possible if a bespoke metro boundary were 

concocted. 

The CC is defined, for each of the five metros, as the SA22 with the largest number of 

jobs (or, specifically, the largest number of workers, as yielded by 2011 census place 

of work data). It is also, in qualitative terms and as commonly understood, the central 

business district or ódowntownô of the metro. CCs are typified by high job to resident 

ratios, although planning practice has in recent years spurned the commercial-

residential demarcation (and equally spurned the term óCBDô). The SA2s in all cases 

have notable resident populations too. 

Table 1: Key features of case study central city SA2s 

 Sydney Melbourne Brisbane Perth Darwin 

Number of jobs
1
 251,452 186,129 116,132 134,275 11,527 

Proportion of jobs in the metro 
area 

13.7% 10.9% 12.8% 18.0% 20.8% 

Number of resident workers
2
 11,101 9,735 4,692 14,940 2,764 

Ratio of jobs to resident workers  
(for comparison, the median 
ratio for SA2s in the metro area) 

22.7  
(0.5) 

19.1  
(0.5) 

24.8 
(0.5) 

9.0 
(0.4) 

4.2 
(0.4) 

Source: 2011 Australian Census, calculated from TableBuilder data. NB: Unlike later analysis in this 
research, the data in this table are not restricted to those with declared and positive incomes. 

Notes: 1. Actually the number of people working in the SA2; 2. The employed population over 15 years 
old living in the SA2. 

1.4 Overview of structure of the rest of the report 

The report is structured into seven chapters, including this one. Chapter 2 presents a 

literature review of academic theory and research on housing affordability, spatial 

mismatch theories, and the economic impacts of inelastic labour and housing 

markets. This chapter also provides a review of relevant policy positions, both in key 

international jurisdictions and across the five Australian metros examined here. The 

chapter finds that much of the academic literature on spatial mismatch focuses on its 

social welfare impact rather than its economic impact, and that the evidence regarding 

the relationship between spatial mismatch and urban productivity is mixed. At the 

same time, the chapter identifies how concerns about spatial mismatch and 

productivity are increasingly informing the urban policy landscape, particularly in 

óglobalô cities like New York and London, and also in Australiaôs biggest metros. This 

suggests there will be growing interest in developing strategies to address the 

economic impact of spatial mismatches in Australian metros, and reinforces the need 

for more evidence-based research on how this issue is actually reshaping our cities. 

Having thus demonstrated the need for this research, the next four chapters 

demonstrate how the methods employed in this project help us to better understand 

the economic impact of the spatial mismatch phenomenon. Chapter 3 identifies the 

LICC workers for the five Australian case study metros and where they live, and 

explores the extent to which they are spatially mismatched with respect to the CC 

labour market. This chapter finds that LICC workers are, on average, much more 

                                                
2

 Statistical Area level 2 (SA2) is a standard census geography intended to approximate a 
neighbourhood. SA2s average 10 000 residents, and there are between 44 and 281 SA2s in the 
GCCSAs studied. 
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separatedðaround twice as distantðfrom their place of work compared to the overall 

average for LI workers in the metro. To some extent this could be explained by a 

difference in the LI job profiles of the CC and the metro as a whole, and therefore the 

workers doing those jobs. Beyond the differences in the LI jobs and workforces in and 

outside the CC, however, the greater distance is probably a function of urban form. 

Having identified the extent of a spatial mismatch between LICC workers and the job-

rich CC, Chapter 4 then turns to an examination of the housing position of these LICC 

workers. The analysis focuses on the extent to which housing constraints contribute to 

the ódistance premiumô experienced by LICC workers identified in the previous 

chapter, and considers other possible contributing factors. The key findings of this 

chapter are that additional constraints on LICC workers manifest less as additional 

housing costs relative to income, and more as a greater degree of compromise on 

dwelling type, household type, or tenure. In particular, a greater degree of renting 

mostly explains any additional housing stress among the CC workforce, compared 

with overall metro rates. 

Chapter 5 then turns to examine the labour market, exploring how housing 

affordability affects employers operating in Sydneyôs CC. It reports on the qualitative 

element of the research project, outlining how general managers or human resources 

professionals describe their experiences of hiring and retaining LI staff across key CC 

industry sectors. Three key findings emerge from these interviews: 

1. Some industries are far more concerned about this issue than others (most 
notably the service industries). 

2. While many interviewees were not significantly concerned, almost all offered 
anecdotal evidence of housing affordability issues shaping their business in some 
way. 

3. While most interviewees recognised that housing affordability was a challenge, 
many suggested that it is employees, not employers, who primarily bear the 
burden of this expense. 

Chapter 6 is the final research-based chapter, and examines whether recent 

expansion of inner-city higher density housing market is providing housing options for 

Sydneyôs LICC workforce. To ascertain the role of recent infill developments, we 

examine the resident profile of new developments in the City of Sydney council area 

in 2011, as a proxy for infill growth in general, and compare that with the resident 

profiles of the Sydney council area as a whole and the broader metro area. This 

chapter identifies four important trends: 

1. New developments provide limited affordable housing opportunities for LICC 
workers. 

2. Families with children are under-represented in the high density market, even 
though the proportion of young families was higher. 

3. The house and newly developed apartment markets in the Sydney council area 
observed the highest rents for the metro area during the 2006ï14 period. 

4. There is a sharp decline in affordable sales in the newly developed market and 
Sydneyôs CC from 2006ï14, which may explain why LI workers are increasingly 
forced out of these CC housing markets. 

To complete the report, Chapter 7 brings together the insights from the previous five 

chapters to identify some of the key implications of the research findings, and to 

suggest some policy steps which may be taken to address the spatial mismatch and 

housing affordability issues that emerge. 
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2 SPATIAL MISMATCH THEORIES AND POLICY 
CONSIDERATIONS 

2.1 Chapter overview 

After introducing the main economic theories, and framing the issue of spatial 

mismatch, this chapter examines the extent to which Australian urban policy has 

tackled the issue of a shortage of affordable housing affecting LI workersô access to 

the CC. This addresses Research Question 1 and, by examining how the issue is 

identified in current policies, provides some initial indications of Research Question 2. 

Ą RQ1: What is the current state of Australian and overseas practices in planning for 
affordable housing for LICC workers? 

Ą RQ2: What is the extent of the spatial mismatch between job structure and 
affordable housing provision in the labour markets of central Perth, Darwin, 
Melbourne, Sydney and Brisbane? 

The chapter comprises a review of national and international policy. It also includes a 

review of scholarly literature exploring the economic impact of housing affordability 

issues associated with CC economic productivity. 

The main finding of the chapter is that the issue of housing affordability near job-rich 

CCs is often recognised as a problem. This is typically framed in policy debates as a 

social welfare and equity problem. However, there is an emerging narrative that a lack 

of affordable housing options could adversely affect urban productivity. 

The connection between urban productivity and housing costs is established in 

economic terms through labour market thickness, where the greater number of 

workers with a greater diversity of skills will better match the variety of jobs, through 

both labour pooling and labour division. If housing costs or compromises within a 

labour market catchment are not commensurate with job opportunities then a CC will 

not be able to attract the necessary workforce. Specific research, stemming from 

Kainôs 1968 spatial mismatch hypothesis, has examined the causes and policy 

responses to affordable housing options being separated from job opportunities. 

Notably, policy responses span a variety of government portfolios: transport 

infrastructure, housing markets and social housing, investment in economic activity 

outside the CC, and welfare and job-finding services. Further, the issue of spatial 

mismatch constraining LICC labour market thickness is probably a secondary driver in 

each of these policy arenas. This highlights the need, as ever, for more integrated 

policy development, with housing policy only reflecting part of any solution. 

Among the policies reviewed for the case study cities, only the larger cities of Sydney 

and Melbourne have flagged the potential for housing costs to constrain economic 

growth. This is perhaps a function of their relatively higher volume of detailed policies 

available, rather than an indication of where the problem is greatest. 

2.2 Spatial mismatch hypothesis 

2.2.1 Urban form and labour markets 

CCs continue to be the primary drivers of urban economies. This is particularly true for 

post-industrial, óglobalô metros where the economy is increasingly driven by industries 

like business management, finance, insurance, real estate and similar. The urban 

form shapes around this commercial core with feeder residential neighbourhoods 

(Anas, Arnott et al. 1998). These neighbourhoods might contain a degree of self-

containment in terms of where people work, but they do remain functionally attached 
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to a CC for a large part of their populationsô employment. The viability and growth of 

the CC will in turn depend on the ease of connections to its neighbourhoods. 

The workforce of CCs will include a large number of LI workers. As CCs grow, the 

number of LI workers will increase with the workforce as a whole. This growth impacts 

housing prices in the surrounding neighbourhoods as, all things being equal, the 

greater quantum of workers, particularly those on higher incomes, will price out and 

push LI workers from well-connected neighbourhoods to evermore functionally 

separated ones. At some point this will reduce the preparedness or ability of LI 

workers to go to the CC. This might be because the lower income will not be enough 

to make the considerable costs (both real and indirect) in reaching the CC worthwhile, 

given the time and resources needed to overcome functional barriers. Or it might be 

because there are an increasing number of jobs in the various neighbourhoods and 

centres closer to them than the CC. Reducing access to job-rich CCs for those 

already at a financial disadvantage is a clear social issue. Another question concerns 

the economic issue: will an inability to attract LI workers reduce the economic viability 

of the CC? 

The need for a óthickô labour marketðthat is, one with lots of jobs and lots of workers 

in the same areaðto support economic growth of cities has long been recognised. 

Based on óeconomies of agglomerationô, a thick labour market is known to improve 

productivityðthat is, the value of outputs for a given amount of inputs, particularly 

labour. Duranton and Puga (2004) categorise the underpinnings of these economies 

into sharing, matching and learning. The role of labour revolves around both labour 

pooling and labour specialisation. Labour specialisation generates learning (human 

capital) and innovation among workers to increase productivity. Labour pooling 

disperses and shares that knowledge to increase the quality of workers generally and 

the chance of matching good workers with jobs quickly, as well as enabling that 

knowledge to accumulate within firms. Pooling also promotes specialisation among 

workers through division of labour and diversity in intermediate suppliers, and enables 

the sharing of risks, like hold-ups in finding (more specialised) workers. 

Both bigger and denser metros are known to have consistently higher productivity 

levels, which is associated with having a thicker labour market. However, within a 

metro area of a given size or density, not all workers will be able to geographically 

access all jobs easily. As such, urban form affects the thickness of the labour market 

for a given job centreðespecially a CCðby affecting its effective size. That is, it 

affects the number of people who can access each job, and conversely the number of 

jobs available to each person. 

CCs tend to have thick labour markets compared to the rest of a metro. This is 

because of their connection to large amounts of housing, through both good transport 

connections and higher building densities. This is both a cause and effect of the urban 

form. Urban form responds to centralised jobs market, and the jobs are then delivered 

in central areas. CCs are best positioned to benefit from economies of agglomeration, 

furthering their importance to the overall metropolitan economy. Jae Hong (2010) 

suggests the relationship between urban form and the labour market is one of the key 

areas where planning can influence economic growth. 

Labour markets are closely linked to housing markets, and labour market elasticity to 

housing market elasticity. Glaeser, Gyourko et al. (2005) outline how an inelastic 

housing marketðthat is, one where a demand increase is met with a price increase 

rather than a supply increaseðwill constrain population (and so labour market) 

growth. This has a knock-on effect on wages and the potential for sustained economic 

growth to be achieved through increases in productivity. Analysis by Ball, Meen et al. 

(2010, p.267) similarly found that ósupply elasticities are highly variable and, among 
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other factors, are related to existing land-use patterns, topology and planning policyô. 

This is in conjunction with the other ways in which high housing costs can adversely 

affect broader economic trajectories (see Berry 2006). 

To better understand these dynamics, it is necessary to segment both the labour and 

housing supply of CCs by income. Jae Hong (2010) highlights that different socio-

economic groups are affected disproportionately by housing inelasticity and that a lack 

of affordable options will impact the LI labour market more (see also Yates, Randolph 

et al. 2006). LI households are, in turn, more likely to be separated from the CC jobs 

market (Dodson 2005). Importantly, the housing market needs to be elastic within the 

effective labour market or it will not add to the supply of labour, and have the 

comparable effect of an inelastic housing market. This is the focus of some research 

in Australia (Kelly, Mares et al. 2013; Randolph & Holloway 2007; Spiller 2013b), 

where there has been an increasing expectation that housing demand will be met on 

the urban periphery, but where it is beyond effective transport links to most of the 

metro job market, including job-rich CCs. 

A limited housing supply that is both within the CC labour catchment and affordable to 

LI households will mean CCs might not have as high a supply of LI labour as they do 

of labour in other income brackets. This could be partly offset somewhat by LI workers 

coming from non-LI households. It could also be partly offset by moving sectors reliant 

on more LI workers outside CCs, as is historically the case with heavy industry and, 

more recently, with CC-based firms and industries having satellite offices in peripheral 

business parks, for IT workers or other LI-worker intensive parts of their businesses. 

Overall, however, there is the potential for a shortage of affordable housing options to 

constrain the LI labour market thickness, and in turn the productivity, of the CC 

economy. 

Jobs may remain vacant longer and employers may eventually have to raise 

wages and benefits to alleviate worker shortages. The welfare of [all] 

consumers will be directly impacted by these events as they see higher labor 

costs passed on to them in the form of higher prices and/or they experience 

poorer customer service. Hence, the exclusion of lower-skilled workers from 

[neighbourhoods near those jobs] is not without a potential price that must be 

paid by [the other] residents. (Ihlanfeldt 2006, p.408) 

In strictly economic terms, no labour market is perfectly elastic. Labour market 

mobility is a complex phenomenon, not only related to access to work (Doogan 1996). 

Life stage and family structure (including second income sources), housing tenure, 

relative housing costs, location of family, friends and other amenities, and other 

factors will reduce the mobility of the labour force. And housing markets are equally 

unlikely to be perfectly elastic as planning, construction, infrastructure and the political 

economy of those benefitting from housing scarcity distort and delay the ability of 

supply to match demand shocks. And while policies seeking to increase housing 

market elasticity are laudable, a proportion of the LI workforce will always suffer from 

lack of market-delivered housing. In other words, there is likely an inelastic low-cost 

housing market within the labour catchment of a growing CC. This places constraints 

on the LI labour market for the CC. Relatively little work has been done on this front. 

2.2.2 Spatial mismatch of low-paid jobs and low-cost housing 

The result of relying on housing market elasticity to ensure thick labour market is an 

ever-distant (or more poorly connected) supply of low-cost housing, and a 

disproportionately thinner LICC workforce. That is, there may be affordable housing 

options, but they are not in appropriate locations to be able to add to the labour 
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market of the CC (although they could add to the metro labour market overall). This is 

called a spatial mismatch, a concept with a rich research history. 

Most literature on spatial mismatch rightfully concerns the equity and welfare issues of 

lower employment opportunities experienced in disadvantaged parts of a metro. It is 

used in conjunction with óskills mismatchô to explain unemployment (or 

under¬employment) and is thought to better explain geographic disparities in 

unemployment within metro-wide labour markets (Houston 2005). The social welfare 

emphasis does differ from this research, which instead focusses on economic impacts 

of a spatial mismatch. However, this existing literature is of interest because the policy 

implications will often align: more effectively connecting these populations with job 

opportunities increases labour market thickness. 

The largest body of literature in this vein stems from Kainôs thesis that espoused 

minoritiesðmostly African Americansðliving in US inner cities have low employment 

options due to the suburbanisation of jobs centres (Kain 1968). There have been a 

number of reviews of the subsequent studies that confirmed this pattern (Holzer 1991; 

Ihlanfeldt & Sjoquist 1998). Importantly, Brueckner and Zenou (2003) demonstrate the 

effect of a spatial mismatch on employment prospects. And Gobillon, Selod et al. 

(2007) note that the role of commute costs is particularly supported as a contributing 

factor, with job search difficulties related to distance from job opportunities also 

weakly connected with inhibiting participation in the workforce. Covington (2009) 

found segregation levels have improved recently, mostly through poor people moving 

to job-rich areas. Li, Campbell et al. (2013) explore the impact of spatial mismatch on 

the economic wellbeing of the city as a whole, concluding that those groups need to 

be able to access job-rich areas. 

There are some key differences between the literature concerned with the 

suburbanisation of jobs, and the interest here in the suburbanisation of low-cost 

housing away from CCs. Most notable is that Kainôs work and that which followed has 

been concerned with the discrimination based on race, as much as the geographic 

segregation of jobs and workers. This has shaped how the problem is measured and 

defined (Ihlanfeldt & Sjoquist 1998). Race-based discrimination has not been as 

evident in Australian housing markets, so is less likely to be a factor. There is also the 

evident reversal of the mismatch, with jobs centralised and low-cost housing at the 

periphery in the case of a spatial mismatch with the jobs in the CC. This latter point is 

not as significant, with a number of parallels retaining the relevance of Kainôs acolytes. 

For example, in all spatial mismatches, it is argued a shortage of low-cost housing in 

particular locations is partly attributed to planning mechanisms that privilege home 

ownership and single houses (Levine 1998). Equally, in all cases there is a limit to 

how much more construction will attract LI households. This is due to the fact that 

house location choice will be affected óby such factors as two-worker households, job 

mobility, race, and other issues affecting decisions about residential locationô (Levine 

1998, p.147), to which a cultural preference for lower-density urban typologies could 

be added. The barriers to mobility of LI households have drawn some attention in this 

respect. However, Doogan (1996) offers a critique to the argument that, in some 

instances, housing tenureðparticularly public housing, which is often associated with 

job-poor areasðcan reduce the degree of mobility among the workforce. He suggests 

lack of mobility is related to job insecurity: a sense of the devil you know and the 

greater risks associated with work outside familiar social networks. 

More generalised spatial mismatch theories have emerged. Ihlanfeldt and Sjoquist 

(1998) highlight that spatial mismatchðand the exclusion of low-cost housing from 

job-rich areasðextends beyond the traditional inner-city óghettoô. The transformation 

of the economic base of citiesðreferred to as the óUrban Inversionô (Ehrenhalt 
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2013)ðreverses the spatial mismatch issue. Now, the wholesale gentrification of the 

inner city, and the concentration of growth sectors of the urban economy into more 

central locations, has led the growing exclusion of the LI workforce to more suburban 

locations, of which there is particularly strong evidence in Australian cities (Pawson, 

Hulse et al. 2015; Randolph & Tice 2014). There has also been recognition of the 

increasing costs of housing, particularly challenging for those on lower incomes 

(Yates, Milligan et al. 2007). More recently this academic literature has translated into 

more targeted policy-oriented discourses (Australians for Affordable Housing 2013; 

SGS Economics & Planning 2012; Spiller 2013a; Ting 2015), discussed further below. 

Bill, Mitchell et al. (2008, p.304) did examine the degree to which low-skilled workers 

commute further around Sydney, and found ólittle evidence that low-skill occupations 

have lower levels of employment accessibility, as evidenced by a longer minimum 

commute, and is in contrast to the notion that housing affordability problems are 

lengthening commutes for LI and low-skill workers pushed to the city fringeô. Unlike 

this research, it considers overall metro jobs and labour markets. As such its findings 

are likely to reflect the abovementioned trend for LI jobs to be found outside the CC. 

2.3 Policy responses 

2.3.1 Policy taxonomy 

A spatial mismatch requires three things: a geographical separation of potential labour 

from jobs; barriers to relocating people closer to jobs or vice versa; and barriers to 

access between them (i.e. transport). Hughes (1995) categorises the three main 

geographical solutions to Kainôs spatial mismatch as overcoming any one of these: 

mobility strategies to connect residents in poorer neighbourhoods to suburban jobs; 

development of the local economy near disadvantaged neighbourhoods; and the 

dispersal of disadvantaged populations to suburban neighbourhoods near jobs. For 

our purposes, this can be generalised to: 

Ą transport strategies connecting jobs and labour 

Ą peripheral economic development to move jobs closer to labour 

Ą housing strategies to move labour closer to jobs. 

As Glaeser (2010) notes, all agglomeration economies relate to overcoming 

geographic distance. Mobility responses to a spatial mismatch include hard 

infrastructureðlike roads, trains and busesðto areas with a surplus of labour, as well 

as other interventions to increase mobility of LI workers, such as travel subsidies 

(Chapple 2006). Research in Australia has identified that many neighbourhoods of LI 

households suffer ótransport disadvantageô (Burke & Stone 2014; Dodson 2005). 

While there is some evidence that increased car ownership levels improve 

employment prospects (Ong 2002), such approaches also would not be as applicable 

in the context of CC jobs market. Access to CCs is dominated by public transportðor, 

at least, more curtailed by congestion of private vehicle movement and parkingðso 

improving public transport is likely to have a greater impact. 

More generally, of the three responses, improving transport options to areas with 

existing labour supply is better at overcoming a lack of housing mobility (i.e. where 

people are less likely to move for work due to second incomes, schools, social 

networks, environmental amenity, and other factors). Also, transport options will 

improve aggregate mobility of the workforce, more ideal than simply thickening the CC 

labour market. This last factor, though, has a flip side. Better transport options remain 

a viable way to improve the thickness of a CCôs skilled workforce, since such jobs are 

more concentrated in the CC. Increasing the low-skilled, and therefore lower income, 

CC workforce is less evident: transport options might not overcome the differential 



 

 18 

attractiveness of non-CC locations for LI jobs. Any new connections could well reduce 

travel barriers (cost and time predominantly) to these alternate locations too. That is, 

distributed low-paid jobs will benefit from better transport, and increase potential 

connection to LI workers. 

Policy responses that promote peripheral or distributed economic development, and 

so jobs closer to labour supply, through a multi-nodal city form for example, are also 

common (Anas, Arnott et al. 1998). The sense that the multiple nodes will in some 

way be more self-contained is questioned though. Cervero (1996), for example, found 

that even when there is local jobïworker balances, there is little self-containment in 

poly-nodal conurbations. This holds intuitively, as the multiple nodes need to have 

some economic advantage over a geographically separated group of small towns. 

That economic advantage is the greater mobility between these nodes, capitalising on 

the economies of agglomeration of the metro labour market overall. 

There is also a theoretical limitation to moving jobs to people, as this thins the job 

density and undermines other economies of agglomeration. For some industries the 

economy of agglomeration may not be such a factor, and the relative excess labour 

supply away from the CC could draw those industries out of the CC. Retail and 

hospitality sectors are possible candidates for this. One question is whether a CC 

economy can thrive in the absence of these sectors, as the amenity and consumer 

economy is often a key contributor to CC economies. These sectors are also central 

to efforts to attract workers and residents to the CC as part of re-populating efforts 

and residential urban infill. The economic development approach might achieve the 

preferred social outcomes of providing job opportunities to those in parts of the metro 

disconnected from job-rich areas. But it does not provide a thicker workforce for the 

CC jobs market. 

The inverse, and third policy response, is moving LI labour closer to the CC with more 

affordable housing options. This is achieved through market forcesðand better 

elasticity in housing sub-markets to increase supply in particular locations and keep 

housing costs downðas well as through other policy interventions in targeted low-cost 

housingðlike rent control, key worker housing or other government subsidies. The 

former strategyðincrease density to increase housing supply in CC-accessible 

areasðis usually more appealing in a private housing market as it requires less 

government intervention. Beyond a broad economic acceptance that greater supply 

for a given demand will equate with a lower price equilibrium point, the strategy is 

somewhat confused. In some instances, the new housing stock is expected to meet 

the demands of the diverse workforceðand so LI households. In other instances, new 

growth is acknowledged to be relatively unaffordable, but is expected to free up other 

stock that meets the demand for low-cost housing, through processes of ófilteringô, 

such as downsizing to free up family homes. It is unlikely, though, that in a housing 

market constrained by community expectations about built form and urban amenity 

(realised through zoning and other density controls) that the relative scarcity can be 

satisfactorily overcome by market supply alone. 

It is in this pragmatic context that the latter strategies, of non-market housing options, 

tend to exist. However, there are few examples of subsidised housing supply being 

justified through economic benefits (and are often considered anathema to free 

market economics) (Krugman 2000). More typically, these strategies are argued 

through equity, market failure and intrinsic need for affordable housing options. One 

notable exception is ókey workerô housing schemes, which subsidise housing for, 

usually, public sector workers to buy or rent in unaffordable areas. The goal is to 

improve recruitment and retention rates and allow these sectorsðwhose wages are 

often set by national standardsðto remain in central locations without compromising 
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on workers. While such programs can help to bridge any salary divide between these 

public sector workers and similarly qualified workers in the private sector, it is 

important to note that the key workers targeted by such schemes arenôt always the 

LICC workers struggling the most with housing affordability issues (Bill, Mitchell et al. 

2008; Yates, Randolph et al. 2006). 

Outside these three policy categories, Chapple (2006) highlights that programs to 

improve labour participation of LI earners are also important for overcoming functional 

separation from job opportunities. This includes social services and job-finding 

agencies connecting workers with distant jobs. In practice, these four responses are 

likely to fall to separate policy arenas. Transport strategies will fall to a transport 

agency, potentially separate roads and public transport agencies. Housing strategies 

will fall to a planning agency, potentially separate housing and planning agencies for 

public and private development, respectively. Economic development strategies will 

fall to industry and trade agencies. And job-finding interventions will fall to social 

services agencies. There has been little work done on integrating the policy areas, 

and comparing the relative benefits and costs of different interventions: say, is it better 

to build better train networks or more subsidised housing? One example, on which 

there is limited detailed research, is the Greater Manchester model of taking a holistic 

approach to infrastructure decisions, and measuring various options against common 

criteria of overall economic development and productivity (Atter 2012). 

2.3.2 International comparisons 

Concern about a shortage of LI labour near CCs is not unique to Australian cities. 

Highlighting the widespread nature of the issue, UN Habitat recognised the potential 

for housing affordability issues to affect urban competitiveness in 2011. In The 

Economic Role of Cities, it identified housing cost as one of the factors outside the 

direct control of firms, but which have a significant impact on the attractions of the city 

as a place for business. (UN Habitat 2011, p.22). 

A number of factors will affect the likelihood of a shortfall of affordable housing options 

being available near CCs. The size of the city is one factor that affects the extent to 

which spatial mismatches occur (Ihlanfeldt & Sjoquist 1998). Large cities are also 

more closely tied to global trade and financing; a óglobal cityô model that is typified by 

greater social segregation (Hamnett 1994; Sassen 1991). This model is also evident 

in Australian cities (see Table 2), where workforce shifts from heavy industry to 

service and finance industries have been experienced (Forster 2006). Finally, 

Cassiers and Kesteloot (2012) link a similar socio-spatial polarisation pattern in 

Europe to neoliberal flexible accumulation urban growth models, that is also relevant 

to Australian cities (Gleeson & Low 2000). 

While there are many cities around the world grappling with this issue, London and 

New York have been at the forefront of the public debate on housing unaffordability 

(see, e.g. City of Sydney 2015). While The Observer recently labelled London óthe city 

that ate itselfô (Moore 2015), New Yorkôs new mayor declared a ócrisis of affordability 

é built on New Yorkôs successô (City of New York 2014). The economic impacts of 

these housing affordability issues are also part of the debate. In London, for example, 

the business community recently expressed high levels of concern about this issue in 

a local business survey: 

Housing was listed as one of the biggest threats to competitiveness in London 

this year, which is similar to last year where businesses cited housing as one 

of the major weaknesses for the capital. With the average price of a property in 

London now over £414 000 it is not surprising that companies are increasingly 

concerned about the lack of good quality affordable housing and the impact 
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this is having on their capacity to attract and retain staff. This is especially 

acute for entry-level and mid-level manager employees, where over half of 

companies surveyed considered access to and cost of housing to be having a 

negative impact on their recruitment ambitions. (CBI & KPMG 2014, p.2) 

Table 2: Global ambitions of Australian cities 

Sydney State Vision for Sydney in 2031 

The Governmentôs vision for Sydney is: a strong global city, a great 
place to live. (NSW Government 2014, p.2) 

City 2030 Vision 

Global: The City will remain Australiaôs most significant global city and 
international gateway with world-class tourism attractions and sustained 
investment in cultural infrastructure, icons and amenities é (City of 
Sydney 2013b, p.16) 

Melbourne State The Vision for Melbourne 

Melbourne will be a global city of opportunity and choice. (Victorian 
Government 2014, p.inside cover) 

City Goal 3: A prosperous city 

Melbourne will have a global focus with first-rate infrastructure and 
services, a highly skilled workforce and affordable business 
accommodation. It will share knowledge, mentor emerging businesses, 
collaborate and attract global investment and visitors. (City of Melbourne 
2013b, p.22) 

Brisbane State Regional Vision 

 é At its heart is Brisbane, state capital and subtropical world city é 
(Queensland Government 2009, p.10) 

City Our New World City 

Target: By 2031 é Brisbane will be ranked in the top 20 world cities on 
independent global city ranking indices. (Brisbane City Council 2013, 
p.30) 

Perth State Key themes  

Prosperous: Our success as a global city will depend on building on our 
current prosperity. (WA Government 2010, p.10) 

City Community vision 

 é As a global city, there is a diverse culture that attracts visitors. It 
provides city living at its best. Local and global businesses thrive here 
é. (City of Perth 2013, p.15) 

Darwin State Gateway between Australia and Asia 

 é Darwin is a globally competitive logistics and servicing hub [and will] 
provide access to markets and underpin trade growth. (NT Government 
2015, p.7) 

City Strategic Plan: Evolving Darwin Towards 2020 

Darwin is é one of Australiaôs most modern and multicultural cities, and 
Australiaôs natural gateway to Asia é. (City of Darwin 2012, p.15) 

Given the level of concern, it is not surprising that both London and New York have 

implemented policies to try to minimise the economic impact of these housing 

affordability issues. In the UK, an important policy response has been around the 

narratives of key workers, which have grown in prominence in the 2000s (Raco 2008). 

It has largely been justified through public sector worker recruitment and retention 
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(Morrison 2003). One evaluation (specifically of the Key Worker Living Programme) 

found that a sizeable minority of key workers would have left their current post if not 

for the program, while 60 per cent of participants claimed they were more likely to 

remain in their occupation as a result of the assistance (Battye, Bishop et al. 2006). 

Another similar approach has been the adoption of óLondon loadingô, where both 

public and private employers pay higher wages in London than they do for the same 

roles elsewhere. This approach has been promoted by the Living Wage Foundation, a 

non-profit that asks employers to commit to higher wages across the country, but 

especially in the capital. A 2012 study found that most organisations paying the 

London living wage saw some reduced staff turnover and illness rates for most 

organisations (Wills & Linneker 2012). 

While these policies seek to improve the ability of LI workers to cope with expensive 

housing markets, other policy responses instead aim to address the shortage of 

affordable housing supply. A popular approach has been inclusionary zoning policies, 

which Calavita and Mallach (2010, p.12) describe as óé arguably the most significant 

new public policy direction in the realm of social and affordable housing in recent 

decadesô. Broadly speaking, these policies either incentivise or oblige developers to 

include an allocation of affordable housing in their development projects. Since 1990, 

the UK has made óprovision of affordable housing é a material consideration for 

granting permissionô (Whitehead 2006, p.33) for residential developments. In New 

York, the policy recently shifted to a mandatory approach for many new 

developments, as part of a broader plan designed to óbuild and preserve 200 000 

affordable units over the coming decadeô (City of New York 2014, p.3). Inclusionary 

zoning is also common in other US jurisdictions and around the world, and has been 

used in Sydney for the Pyrmont-Ultimo and Green Square redevelopments. 

New York also has a long-standing policy of regulating the rental market, with over a 

million apartments in 2011 subject to either rent control or rent stabilisation (Furman 

Center 2011). While economists have historically derided rent controls as an 

ineffective way of addressing housing affordability, some more recent work has raised 

questions about this view (Arnott 1995), as its effect will depend on the programôs 

design and how it is combined with other policies. In an imperfect housing market, 

Arnott and Igarashi (2000) argue that rent control may have some benefits, even if 

other policy approaches may still be more effective. 

2.3.3 Australian consideration 

Spatial mismatch has been considered in the annual State of Australian Cities 

(SOAC) report for some years now. The most recent report (Department of 

Infrastructure and Regional Development 2015, p.41) explores the issue in detail, on 

the basis that: 

Australiaôs cities are now increasingly characterised by the significant spatial 

divide between areas of highly productive jobs and the areas of population 

based services, reflected through the price premiums associated with houses 

that have better access to the city centre. (p.41) 

In its analysis, the SOAC report suggests that this divide has the potential to 

undermine the productivity of Australiaôs cities, arguing that: 

Ensuring that Australiaôs most productive regionsðthe inner areas of its 

citiesðremain unconstrained, efficient and productive is critical. With such 

dense economic activity occurring within these relatively small areas, even 

minor inefficiencies can have a major impact on Australiaôs national economy 

and remedying those inefficiencies can reap large economic benefits. (p.64) 
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While the SOAC report does not offer empirical evidence of such inefficiencies 

occurring, the detailed focus on the spatial mismatch issue nonetheless highlights its 

increasing prominence as a topic for policy debate. 

This prominence is also reflected in other recent contributions to public debate on the 

impact of a spatial mismatch. In 2013 the Grattan Institute argued that an analysis of 

óAustraliaôs four largest cities é reveals strains in the triangle of work, home and 

transport that could threaten national prosperityô (Kelly, Mares et al. 2013, p.1). This 

claim was based on the finding that ôlabour markets are shallow in significant parts of 

Australiaôs biggest cities [because in] many suburbsðparticularly outer suburbsð

residents can reach fewer than 10 per cent of all metropolitan jobs with a reasonable 

commuting timeô. To reach this conclusion the assumption was made that a 

óreasonable commuting timeô included anything up to 1 hour each way, so the findings 

do not reflect how far workers are willing to travel in practice to access good and/or 

available jobs. Nonetheless, the report highlights the potential for spatial mismatches 

to affect productivity as well as social impact, the latter of which has been the usual 

framing for research on these issues. 

Not surprisingly, some of the most vocal policy advocacy on this issue has emerged 

from the Sydney context. As housing affordability has become an increasingly 

pressing political issue, there has been a growing tendency to point to constraints on 

urban productivity as one of the negative side-effects, although without necessarily 

exploring the connection in detail (see, e.g. Williams & Macken 2012). The Committee 

for Sydney has been particularly vocal in advocating on the necessity of óending the 

divideô between the CC and Western Sydney. The Committee proposes a range of 

policy approachesðincluding more affordable housing and better transport access, as 

well as a polycentric urban structureðdesigned to help improve productivity outcomes 

for the city as a whole (Commitee for Sydney 2014). At the same time, however, the 

Committee argues that simplistic narratives about the spatial mismatch need to be 

ódebunkedô by exploring the nuances of the relationship between jobs and housing in 

Sydney, noting that the mismatch relates primarily to óhigh value add service sectorsô 

(Commitee for Sydney 2015, p.16). In doing so, the Committee highlights the need for 

more detailed research of the kind undertaken for this project. 

While the increasing prominence of debates on spatial mismatch issues in the 

Australian policy discourse is notable, the implementation of associated policies has 

been less apparent. The Grattan Institute report points to two of the policy approaches 

discussed above: transport and housing. While transport projects can be effective at 

increasing the mobility of labour, they are also expensive, slow to implement and often 

politically controversial. For example, the new Sydney Metro train network will improve 

the commuting options from the north-west and south-west into the CC, but will not be 

fully operational until 2024, despite plans being made for it (in various guises) since at 

least the late 1990s. 

At a federal level, a number of housing subsidies availableðincluding Commonwealth 

Rent Assistance, the National Rental Affordability Scheme and the Housing 

Assistance Fundðtend to be promoted under the banner of social equity or economic 

stimulus, rather than improving productivity. Their effectiveness in addressing spatial 

mismatch is reduced by the fact that they are not geographically targeted, meaning 

they are likely to have greater impact in cheaper areas of the city, not necessarily job-

rich areas. So, while they may improve housing affordability, there have been 

recommendations that housing subsidies do more to make a difference in areas close 

to job-rich CCs (Jobs Australia 2014). 
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2.4 Case-study context 

Increasingly, local governments across state and territory jurisdictions are subscribing 

to integrated planning and reporting models, either by requirement of state 

government or voluntarily in line with best management practice. These documents 

give a good idea of the extent of, and relative priority given to, LICC housing as an 

issue. 

In terms of specific policy documents, which are intended to either inform or respond 

to an overarching integrated plan, LICC housing often arises in either: a) economic 

development strategiesðthat is strategies within which labour force supply would be 

consideredðor b) housing strategiesðthat is strategies within which housing 

affordability generally or affordable housing specifically would be considered. In both 

cases, there is, in some instances, further consideration in even more specific 

policies, such as: affordable housing, or even crisis housing, policies under the 

umbrella of social services; or industry sector-specific strategies, such as retail or 

tourism strategies. Finally, as noted, transport strategies sometimes argue the need to 

accommodate the workforce of the CC. 

Local government structure in Australiaôs CCs varies by magnitude (let alone size). 

The ócapitalô councils (i.e. the councils within which the CC falls) vary from residential 

populations of 15 000 to over 1 million. Equallyðalthough not necessarily correlated 

with their relative catchmentðthere is a great variation in the degree to which housing 

the CCôs workforce (and the LICC workforce) has a considered policy. All five case 

study cities fall within broader state/territory government strategic metropolitan 

planning, which cover the bulk of the remainder of the metros, in terms of housing and 

labour markets for the CCs. 

2.4.1 Sydney 

Not surprisingly, the relationship between housing affordability and economic 

productivity is a topic of more detailed policy consideration in Sydney, which is 

routinely recognised as one of the worldôs most expensive housing markets. In 2009 

the City of Sydney released an Affordable rental housing strategy 2009ï2014, which 

listed as a key consideration the óeconomic impacts of decreasing housing 

affordability on the [council areaôs] economyô (City of Sydney 2009, p.1). The strategy 

dealt directly with the potential productivity impact of a spatial mismatch: 

Sydney is Australiaôs economic capital. As well as being of international and 

national significance, the [Sydney council area] is of enormous importance to 

the Sydney Metropolitan region. It is essential that the City maintain the strong 

and diverse labour force that drives the economy. Where people on very low to 

moderate incomes are unable to access appropriate and affordable housing in 

the City or in reasonable distance of the City it is likely that they will seek 

employment closer to the homes they can afford. Certain employment sectors 

that rely on a workforce of unskilled, semi-skilled and skilled workers are likely 

to experience difficulties in recruiting staff as access to affordable housing 

declines. (p.3) 

A similar perspective informed the City of Sydneyôs Economic development strategy in 

2013, which recognised that óa key challenge that could constrain [Sydneyôs] future 

economic growth is the lack of an adequate supply of housing for a range of 

household types and income levelsô (City of Sydney 2013a, p.32). It went on to note 

that: 

There is a need for affordable housing that is targeted to meet the needs of 

low to moderate income households which are crucial to the efficient 
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functioning of a global city. Where households are disproportionately located in 

the outer ring of Sydney, access to labour in the inner city becomes 

increasingly restrictive and the communities more segregated. (p.35) 

The inclusion of housing affordability in an economic development strategy is notable, 

as is the way the potential labour and social impacts of a spatial mismatch are 

addressed concurrently. A similarly high level of concern is apparent in the City of 

Sydneyôs recently released Housing issues paper (City of Sydney 2015). The paper 

argues that: 

Housing quality and affordability affect the cityôs ability to attract and retain a 

global workforce. Workers essential to the city are being priced out. This 

includes nurses, teachers, cleaners, bus drivers, administrative, hospitality and 

tourism sector workers, musicians and artists. (p.2) 

This statement picks up on and expands the key worker argument, which was 

previously outlined in City of Sydneyôs 2013 strategic plan, Sustainable Sydney 2030 

(City of Sydney 2013b, p.53). While the strategic plan did not consider spatial 

mismatch issues in detail, it did identify ó[e]nsuring that housing is available for low to 

middle income workers in ñessentialò activities such as teaching, nursing, police and 

emergency servicesô as a required action to achieve the goal of housing a diverse 

population. 

For its part, the 2015 Housing Issues Paper offers a far more detailed policy analysis 

of the relationship between housing affordability and productivity. 

Sydney must be globally competitive to secure Australiaôs economic 

prosperity. The City of Sydneyôs economic output accounts for close to a 

quarter of the NSW economy and approximately 7 per cent of national GDP. It 

is currently estimated at $107 billion. Sydney continues to rank highly in 

indices of global cities, but very poorly on housing affordability and transport 

infrastructure quality é The housing affordability crisis, coupled with chronic 

undersupply of community rental housing for key workers, presents a 

challenge to Sydneyôs sustainable growth and productivity. Workers in 

essential urban services must be able to live in or near the city to support 

urban productivity and enable the economy to thrive. Businesses must be able 

to attract and retain a diverse workforce. Failure to address these issues can 

damage Sydneyôs reputation as a desirable global city, with broader economic 

impacts. (City of Sydney 2015, p.9) 

After outlining a lengthy list of possible actions to improve housing affordability, the 

paper goes on to conclude that ó[a]ction must start with a recognition of the 

fundamental importance of housing supply diversity and affordability to Sydneyôs 

liveability and continuing success as a global cityô. (p.30) 

The approach taken at the state government level in the most recent metropolitan 

strategy, A Plan for Growing Sydney (NSW Government 2014), is somewhat different. 

The link between housing affordability and economic productivity is less forcefully 

articulated and the primary policy goal is to óGrow Strategic CentresðProviding More 

Jobs Closer to Homeô (p.7). The logic for this does identify a link between affordability 

and productivity. 

Locating new housing in centres delivers a range of economic, environmental 

and social benefits to the community. Research by the Organisation for 

Economic Cooperation and Development (OECD) has similarly found that 

productivity benefits arise from a more compact city. (p.11) 
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Overall, however, the plan reflects a largely pragmatic, market-driven approach to 

housing policy, framing the governmentôs role as removing barriers to private sector 

housing provision. As such, the plan focuses on strategies for locating economic 

activity closer to housing, as opposed to providing housing closer to existing job 

centres (primarily the CC). In doing so, the plan advocates more clearly for a shift 

towards a multi-nodal form (primarily focused on development of Parramatta as the 

ósecond CBDô), rather than targeting housing policy towards providing additional 

housing for LI workers near the existing CC. 

2.4.2 Melbourne 

Policy-makers in Melbourne have been discussing the issue of spatial mismatch for a 

number of years. In 2013 the City of Melbourne released a housing discussion paper, 

which identifies ó[h]ousing that supports the economy and cultural life of the cityô (City 

of Melbourne 2013a, p.20) as one of the óhousing outcomes we want and needô 

(p.17). In doing so it identified particular groups of residents as particularly at risk of 

being forced to move beyond a reasonable commuting distance to the city. These 

groups included creative workers, whose presence was linked to having óa city that 

enhances our reputation as a vibrant place where cultural diversity and innovation is 

celebrated. This requires affordable housing that supports those working in creative 

artsô (p.20). The paper also makes mention of knowledge workers, who óprefer dense 

urban environments, large cities and seek cultural and educational opportunities and 

affordable housing, home ownership opportunities and options to live in single 

detached houses or large apartmentsô (p.20). The paper argues that ó[h]ousing 

therefore has a vital role in ensuring that these workers are attracted to live in the cityô 

(p.20) and therefore has the potential to impact on urban productivity. 

Sixty-seven per cent of workers in the City of Melbourne are knowledge 

workers. A lack of relatively affordable housing for this group could reduce the 

competitiveness of the city if housing costs rise to the level that they are a 

deterrent for highly qualified, mobile employees who have the greater freedom 

of choice in choosing their city of residence. (p.32) 

Of more direct relevance to the current research, however, is the discussion of 

housing affordability for key workers and workers in lower paid service industries. On 

the issue of key workers, the argument was framed as both a social issue and an 

economic issue: 

The provision of affordable housing is important for key workers, on which the 

functionality of the city depends. Key workers can include, for example, 

emergency workers, nurses, teachers, police, hospitality workers and 

cleaners. If these workers canôt afford to either live in the area or within a 

reasonable commute distance then their quality of life will be impacted by 

longer travel times and higher transport costs, employers will face additional 

costs to compensate employees for travel costs and inconvenience, and the 

provision of these services could be compromised in a given area. 

Exacerbating this situation, these employees are not usually so poorly paid 

that they are entitled to low-income housing assistance, making them more 

exposed to increased private housing costs. (pp.31ï32) 

In discussing the impact of LI workers being excluded from the housing market, 

however, the argument shifted more towards the social and equitable impact than the 

potential effect this may have on urban productivity. 

The unemployed and lower skilled, lower paid service based occupations such 

as sales assistants, hospitality workers, artists and some educational 

professionals are likely to be experiencing the greatest levels of housing 
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stress. As affordability declines, these workers are forced to either live in 

medium or high rent dwellings é or to relocate to more affordable locations 

outside of the municipality. This impacts on the diversity of the city and 

decreases access to employment opportunities for these workers. (p.35) 

It is interesting to note the inclusion of hospitality workers in both the key worker 

category and the service-based category of employees, highlighting some of the lack 

of clarity in the key worker narrative more broadly. However, neither affordable 

housing shortages nor the availability of employees are mentioned as issues in the 

Melbourne Retail and Hospitality Strategy, released jointly by the City of Melbourne 

and Victorian Government (2013). 

The same year saw the release of Plan Melbourne (Victorian Government 2014), 

which provides more specific guidance on how the state government would aim to 

address housing affordability issues. While the plan does not explore the issue of 

spatial mismatch in as much detail as the housing discussion paper, it does note that 

ógrowth has placed strains on the cityôs infrastructure and service systems and is 

increasingly responsible for issues, which, if left unchecked, will undermine the cityôs 

liveability and competitiveness over the coming decadesô (p.5), and identifies housing 

affordability in areas close to the city as one of the issues. The plan also identifies 

ólocating housing closer to jobs and servicesô as a guiding principle of improving 

housing affordability in Melbourne, noting that: 

Melbourneôs growth areas house about one-fifth of Melbourneôs current 

workforce, but only 13 per cent of Melbourneôs jobs are located in these areas. 

This means that many people have to travel outside their municipality for work. 

Some workers (e.g. emergency workers, nurses, teachers, police, hospitality 

workers and cleaners) need to live closer to where they work than others. Lack 

of affordable housing for workers closer to their workplace can impact on their 

quality of life, due to long commutes to work and higher transport costs. Our 

focus on encouraging mixed-use developments and greater housing density 

near jobs and transport will help achieve a greater level of choice for medium- 

and low-income households in terms of locating nearer to employment 

opportunities. (p.55) 

This approach picks up on the key worker narrative, but again the primary focus is on 

improving the lifestyle impacts of spatial mismatch issues, rather than the broader 

economic productivity issues. 

More recently, however, the City of Melbourne has released a new housing strategy 

(City of Melbourne 2015), building on the earlier discussion paper, which is more 

explicit in identifying the link between housing affordability issues and economic 

productivity. Again, creative industries and knowledge workers (including students) 

are identified as one of the key populations that need assistance in order to prevent a 

negative impact on productivity. 

Melbourne is well known as a vibrant city where education, cultural diversity 

and innovation are supported and celebrated. This requires housing that is 

affordable to students and those working in the creative arts and other similar 

fields. Our reputation as a thriving city of the arts and education could be 

threatened if housing affordability continues to decline é Considering the 

predicted growth, our aspiration for affordable, well designed housing is not 

only a basic requirement for people from all walks of life but is also an 

essential component in creating successful neighbourhoods and servicing a 

growing economy. It is important to leave a positive lasting legacy which 
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successfully balances the social, environmental and economic needs in one of 

the worldôs most liveable cities. (p.12) 

Key workers are also identified, although interestingly the housing strategy is clearer 

in identifying LI workers like service industry employees as part of this cohort, as well 

as public service employees. 

Future Living identified that there is a housing affordability issue for key 

workers such as receptionists, cleaners and those working in the hospitality 

industry who have poor to limited access to all rental dwellings within a 56 

minute commute of the central cityðalmost three times the travel time 

suggested as desirable within Plan Melbourneôs ó20 minute neighbourhoodô 

concept é The affordability of housing is now impacting households on 

incomes of up to $100 000 per year. This includes higher paid key workers 

such as nurses, teachers and emergency workers as well as mid-career 

knowledge workers é Living in the outer suburbs, remote from jobs, 

dependent on public transport investment and vulnerable to petrol price 

increases should not be the only option for low-income earners. (p.24) 

Again, however, the primary concern raised in relation to the spatial mismatch is the 

social and/or lifestyle impact on the individuals affected, rather than broader economic 

effects. 

In addition to broad policy statements like these, the housing strategy also outlines 

some more specific policy interventions that are intended to address these 

affordability issues. These adopt similar approaches to those outlined above, including 

commitments to ósupport development bonusesô for developments in certain 

designated urban renewal zones, and to óconsider including up to 15 per cent of 

dwellings constructedô (p.5) by the City of Melbourne as affordable housing. 

2.4.3 Brisbane 

As the largest local government in Australia, Brisbane City Council has over a million 

constituents and responsibility for a far larger geographical area than other capital city 

governments. This remit means the local government area is a closer geographic 

match to the CC labour market catchment area than is the case for the other cities 

studied. It might therefore be expected that Brisbane City Council would be more 

active in advocating on housing affordability issues in the city, especially as they 

relate to the economic growth of the CC. 

Recent policy documents suggest housing affordability is not currently a high priority, 

although it does rate a handful of mentions. The Economic development plan 2012¬ï

2031 identified affordable housing as a factor that enhances a cityôs lifestyle, which in 

turn óplays an ever-increasing role in creating a place where people want to live and 

workô. (Brisbane City Council 2012, p.24). The Brisbane vision 2031, released the 

following year, noted that since 2006 the council had ó[e]nabled a potential 50 per cent 

increase in dwellings within a 5 kilometres radius of the Central Business District and 

more than 30 new towers in the city centreô (Brisbane City Council 2013, p.19). 

Building on this achievement, the plan sets the 2031 target of ó156 000 new dwellings 

to meet anticipated growth, of which 138 000 will be infill dwellings, that is located 

within the existing urban area, in accordance with the South East Queensland 

regional plan 2009ï2031ô (p.36). There is little detail as to how this target will be 

achieved, however, other than that ó[c]ouncil will collaborate with various levels of 

government, other organisations and international partnersô to address óhousing 

choiceô as one of a number of important issues facing the city (p.20). 
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A more recent planning document released by the Lord Mayor, Brisbane 2022: New 

World City Action Plan (Lord Mayorôs Economic Development Steering Committee 

2015), was released in 2015 as a follow up to the city hosting the 2014 G20 Meeting. 

The plan is very high level and makes no mention of housing issues, other than to 

note some industry feedback that if ó[y]ou keep the city liveable and provide for 

density, housing and a metro system é your knowledge workers will stay in the cityô 

(Lord Mayorôs Economic Development Steering Committee 2015, pp.20, original 

emphasis). While this statement recognises the economic benefits of having the 

workforce near the CC, it does not indicate any particular concern about the living 

arrangements of the LI workers of interest in this research. 

2.4.4 Perth 

Until recently, Perth was experiencing rapid increases in property prices fuelled by 

population and investment growth largely fuelled by the mining boom. Nonetheless, 

the issue of a spatial mismatch undermining urban productivity does not seem to have 

been particularly high on the policy agenda to date. The City of Perthôs 2029 Vision 

focuses more on the need to ensure óhousing diversityô (City of Perth 2013, p.5) than 

housing affordability per se. The state governmentôs Directions 2031 planning policy is 

more direct in identifying a need to provide more affordable housing. While it does not 

discuss the impact on industries needing LI workers, it does connect this with 

economic impacts in certain skilled industries. 

We also need to develop Perth as a world class city that will attract people with 

the skills necessary to support the employment needs of our mining, 

manufacturing and construction industries and to provide affordable housing in 

a range of locations. (WA Government 2010, p.21) 

In addition, Directions 2031 proposes an infill development approach to housing 

provision, in line with a óconnected city scenarioô. The underlying aim of this approach 

is in part economic, but not explicitly linked to enhancing productivity. 

One of the key objectives of Directions 2031 is to improve the relationship 

between where people live and where they work, to reduce commuting time 

and cost, and the associated impact on transport systems and the 

environment. (p.30) 

2.4.5 Darwin 

Housing affordability as a cause of spatial mismatch has not been a topic of targeted 

policy consideration by Darwinôs local government (see City of Darwin 2012), which is 

unsurprising given the cityôs scale. It is currently possible to traverse the entire metro 

area by car in under 20 minutes, meaning unmanageable commutes are probably not 

an issue anywhere in the city. If there is an affordability problemðeither in housing 

alone or in the combined cost of housing and transportðthen it is a supply issue, not 

a spatial mismatch issue. The appropriate policy responses in this context would be to 

increase the supply of housing anywhere or to subsidise fuel costs as the Queensland 

government did until 2009. 

2.5 Chapter summary 

To sum up the relevant policy position on the issue of LICC housing constraints, as 

per the initial research question: there is evidence of growing recognition by major-city 

governments, both in Australia and overseas, of problematic high housing costs. To a 

large extent, policy consideration frames high housing costs as a social welfare and 

equity problem. However, there are emerging narratives in a number of strategic 

planning policies that explicitly identify the direct impacts of housing costs on urban 
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economic growth. In both Sydney and Melbourne, housing and economic 

development strategies note that housing costs can limit access to CCs, which can in 

turn thin LI labour markets, reduce productivity and, ultimately, act as a drag on the 

economic growth of CCs. 

Specific research into the economic impact of high housing costs mostly concerns 

broad macro-economic consideration of reduced consumer spending and wage 

inflation. Very little research was uncovered identifying or quantifying constraints on 

productivity being caused by a shortage of LICC workers. Literature following Kainôs 

(1968) spatial mismatch hypothesis does, however, identify a number of policy 

responses germane to the issue at hand. These were, to varying extents, considered 

in the case study cities: housing policies were particularly prominent in local 

government strategies, although recognition that local governments need to advocate 

better transport connections was also raised. Not surprisingly, policy approaches that 

sought to distribute economic activityðtake jobs to the labour forceðwere more 

common in metro-wide planning strategies. 

One aspect of the typical policy responses is the focus on social welfare over issues 

of productivity. While in many instances the outcomes of the two objectives align, a 

welfare focus has potential implications. For example, where housing subsidies are 

targeted to mitigate displacement of an established population, it may be more likely 

to reach those outside the workforce rather than potential workers. Also of concern is 

that policy responses are rarely considered in concert with one another. This also has 

policy implications. For example, a housing policy reducing the need for subsidy by 

locating assets in lower-cost parts of the housing market is likely to result in 

subsidised housing disproportionately located in transport disadvantaged 

neighbourhoods (Burke & Stone 2014). There is little evidence of direct comparison 

between the effects of, say, a new bus route with a new subsidised housing 

development, in terms of improving job opportunities. 

Overall, there is little empirical research directly exploring the productivity effects of a 

lack of affordable housing options and a thinner LI labour market. There is little 

research exploring the mediating factors between labour and housing constraints, like 

household structure and housing wealthðmany LI workers will not come from LI 

households or, if they do, from households with excessive housing costs. There is 

also little evidence that explores the sectoral profile of LICC workers, beyond the ill-

defined narratives of ókey workersô and ócreativesô. These gaps are something the 

research of the following chapters goes some way to fill. 
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3 EXPLORING THE EXTENT OF A SPATIAL 
MISMATCH 

3.1 Chapter overview 

The purpose of this chapter is to identify the LICC workers for the five case study 

metros, where they live and any suggestion that they are spatially mismatched with 

respect to the CC labour market. As such it responds to Research Question 2. 

Ą RQ2: What is the extent of the spatial mismatch between job structure and 
affordable housing provision in the labour markets of central Perth, Darwin, 
Melbourne, Sydney and Brisbane? 

In examining this overarching question, this chapter also identifies the employees and 

employers affected by any spatial mismatch, in line with Research Questions 3 and 4, 

the second parts of which are explored in Chapters 4 and 5 respectively. 

Ą RQ3: Which employee groups are most affected, and what is their housing 
experience in terms of affordability and location? 

Ą RQ4: Which employer groups are most affected by this issue, what problems does 
this cause them and how do they deal with these problems? 

As discussed in Chapter 2, a spatial mismatch of workers and jobs is likely to be a 

complicated phenomenon, influenced by multiple factors, such as a cityôs economic 

profile and recent history; its housing, transport and planning systems; and the 

mobility of its workforce. It is an impossible phenomenon to appreciate with a simple 

metric, but the phenomenon primarily relates to a geographic distancing of workers 

and jobs. As such, one important measure in the context of this research is how 

widely an employment centre, such as a CC, has to cast its net to capture its 

workforce. 

This chapter finds that LICC workers are, on average, much more separatedðaround 

twice as distantðfrom their place of work compared to the overall average for LI 

workers in the metro. To some extent this could be explained by a difference in the LI 

job profiles of the CC and the metro as a whole, and therefore the workers doing 

those jobs. A sizeable proportion of LICC jobs are in industries with overall high levels 

of pay and good growth prospects. Also potentially related, workers are typically 

younger, more educated and more mobile than the LI workforce of the metro as a 

whole. There are, however, a number of LICC jobs in industriesðlike retail and 

hospitalityðthat are necessary for a viable tourism and amenity economy. These jobs 

will compete for workers with similar jobs outside the CC. 

Beyond the differences in the LI jobs and workforces in and outside the CC, the 

greater distance is a function of urban form. CCs are, by definition, the most job-rich 

part of the metro. This job density is not matched by worker density, making a larger 

workforce catchment inevitable. To some extent this is offset by transport networks, 

particularly public transport networks, which make covering the greater distances 

immaterial in terms of time and costs. Finally, this chapter finds that, particularly in 

Melbourne and Sydney, the job-rich hubs extend beyond the CCs as defined in this 

research. As such, competition for workers, and the effect of any spatial mismatch 

thinning the potential labour market, will have impacts on these other parts of the 

inner city. This includes industries that support and feed on the CC, like tourism and 

ócreativeô hubs, major infrastructure and employment anchors surrounding the CC 

(universities, hospitals, ports and airports), and other industrial precincts. 
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The chapter is primarily based on 2011 Census data, using the workforce dataset 

available through the TableBuilder interface. The population used in the analysis is 

generated by restricting the resident population of the metro to the segment of the 

working population that has all the relevant data (Table 3). 

Table 3: Overview of populations analysed 

1. Start with total resident population of the metropolitan area  

 Sydney Melbourne Brisbane Perth Darwin 

 4,392,000 4,000,000 2,066,000 1,729,000 121,000 

2. Restrict to those aged 15 years and above (as per place of work census datasets) 

 3,548,457 3,260,797 1,651,494 1,396,459 95,209 

3. Restrict to those employed
3
 (i.e. not unemployed, students, retirees, etc.) 

 2,063,265 1,927,926 1,010,616 857,637 63,043 

4. Restrict to those with disclosed and positive incomes 

 2,009,716 1,872,359 985,683 837,710 61,423 

5. Filter to those with the central city (SA2) as place of work 

 CC All CC All CC All CC All CC All 

 242,869 2,009,716 177,788 1,872,359 108,868 985,683 130,360 837,710 10,876 61,423 

6. Split into three income-based groups (described below) 

Lo 44,248 784,328 37,979 791,759 20,842 403,973 25,989 312,891 2,212 17,590 

M 79,444 710,517 65,197 682,705 41,890 370,176 46,191 297,163 4,895 27,670 

Hi 119,177 514,871 74,612 397,895 46,136 211,534 58,180 227,656 3,769 16,163 

The main cohort of interest to this research is the LICC group (shaded above). The 

other income groups, along with the comparable groups for the broader metropolitan 

area, provide points of comparison. The workforce sizes vary greatly between the 

metros, although the overall splits by income, and the size of the CC relative to the 

overall metro, are broadly comparable. 

The metropolitan population examined includes all those of working age, irrespective 

of where they work. As a result it includes those who work outside the metro area, and 

doesnôt include those who work within the metro area but live outside the metro area. 

However, there is a high degree of self-containment (Table 4). The analysed 

population represents over 95 per cent of those working in the CC and metro areas. 

Similarly, the vast majority of the analysed metropolitan population also works in the 

metro area. The remainder mostly work in neighbouring areas outside the metro 

boundary. 

  

                                                
3
 Achieved using labour force status data; or, for the same effect, by excluding those with ónot applicableô for place of 

work or industry sector. Note that, while excluding unemployed persons would not be necessary when looking solely at 
the labour force (as unemployed persons are potential workers), here the number of workers in a location is also used 
as a proxy for the number of jobs in a location. Unemployed persons (i.e. workers without jobs) have an inverse in job 
vacancies (i.e. jobs without workers), which is also excluded by these counts, but germane to any discussion around 
recruitment and retention. It is a limitation of the data source. 
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Table 4: Metro workforce self-containment 

 
Sydney Melbourne Brisbane Perth Darwin 

What proportion of the CC workforce 
lives in the metro area? 

97.8% 96.7% 94.6% 98.2% 95.8% 

What proportion of the metro 
workforce lives in the metro area? 

97.5% 97.5% 95.0% 98.5% 96.1% 

What proportion of the metro working 
population works in the metro area? 

89.2% 89.5% 87.6% 86.8% 87.1% 

What proportion of the metro 
workforce works in the CC? 

12.1% 9.5% 11.0% 15.6% 17.7% 

Source: 2011 Australian Census, calculated from TableBuilder data 

As the metropolitan population includes all those of working age, irrespective of where 

they work, it includes those working in the CC too. The overlapðthat is the proportion 

of the larger metro population included in both countsðis also shown in Table 4 and 

is between, approximately, one in ten (9.5% in Melbourne) and one in six (17.7% in 

Darwin) of the working metro population, with a larger overlap in the high-income 

band. This will dampen any differences identified between the two figures. However, 

by representing the metro totalðrather than the remainder of the metro workforce 

without the CCðit enables the presentation of a more useful second dataset in its 

own right. It also aligns with the easiest way to obtain household data (i.e. from 

TableBuilder), used in Chapter 4. 

The lower income range is based on the available income brackets in the 2011 

Census data. The lowest that captures the minimum wage is the $400ï599/week 

bracket (in 2011 minimum wage was $589.30, it is currently $656.90). However, 

restricting a definition of ólower incomeô to the brackets below $600 would skew results 

to a disproportionate number of part-time workers. As such, lower income is defined 

as up to $799/week, incorporating the next census personal income bracket. This 

grouping also approximates the bottom two quintiles of workers by income across 

Australia and in most metros (Table 5). Correspondingly, a grouping of census income 

brackets that approximate the next two quintiles is used to define ómiddle incomeô as 

$800ï1499/week. óHigh-incomeô is then defined as the remainder of the workforce, 

those earning above $1500/week. 

Table 5: Proportion of all workers in defined income bands 

 Australia Sydney Melbourne Brisbane Perth Darwin 

Excluded (negative or nil) 1% 1% 1% 1% 1% 1% 

Lower income workers 
($1ï799/week) 

43% 39% 42% 41% 37% 28% 

Middle-income workers 
($800ï1,499/week) 

35% 35% 36% 37% 35% 45% 

High-income workers 
($1,500 or more) 

21% 25% 21% 21% 27% 26% 

Source: 2011 Australian Census, calculated from TableBuilder data 
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3.2 Lower income central city workers live further from work 
than other lower income workers 

This section analyses the distribution of the LICC workforce for the five metros. 

Figures 1 to 15 show the LICC workforce distribution. Three maps are shown for each 

city: the origin of the LICC workforce in raw numbers; the extent to which each origin 

point is within the ógravitational pullô of the CC, shown by the proportion of resident LI 

workers that work in the CC; and, for comparison, the proportion of all resident 

workers travelling to the CC. 

The patterns revealed reflect a broadly predictable distribution across the case study 

metros. Fewer LI workers in neighbourhoods further from the CC worked in the CC, 

and a smaller proportion of the total number of LI workers living in neighbourhoods 

further from the CC worked in the CC. Also, more LICC workers come from parts of 

the metro where more LI workers live. There is also, in many instances, evidence of 

the effect of public transport networks extending the catchment of the CC workforce. 
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Figure 1: Origin of LICC workers, Sydney 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 2: Proportion of resident LI workers travelling to CC, Sydney 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 3: Proportion of resident workers travelling to CC, Sydney 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 4: Origin of LICC workers, Melbourne 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 5: Proportion of resident LI workers travelling to CC, Melbourne 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 6: Proportion of resident workers travelling to CC, Melbourne 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 7: Origin of LICC workers, Brisbane 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 8: Proportion of resident LI workers travelling to CC, Brisbane 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 9: Proportion of resident workers travelling to CC, Brisbane 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 10: Origin of LICC workers, Perth 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 11: Proportion of resident LI workers travelling to CC, Perth 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 12: Proportion of resident workers travelling to CC, Perth 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 13: Origin of LICC workers, Darwin 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 



 

 47 

Figure 14: Proportion of resident LI workers travelling to CC, Darwin 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Figure 15: Proportion of resident workers travelling to CC, Darwin 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 
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Table 6 shows the average distances travelled by CC workers of different income 

levels for each of the five metros. It also shows the average distances travelled by 

workers across the metro as a whole for each of these income levels. The figures are 

based on calculations of straight-line distances between SA2 centroids for workersô 

place of work and usual residence, as reported in the 2011 census. It shows that, in 

all cities, LICC workers travel comparable distances to workers on middle and high 

incomes. (An anomaly in this comparison is the smaller average distance travelled by 

HI workers in Sydney, which suggests a greater degree of gentrification in 

neighbourhoods close to the CC there.) 

Table 6: Distance to work (km) by personal income, CC vs metro averages 

 Sydney Melbourne Brisbane Perth Darwin 

CC All CC All CC All CC All CC All 

Lower income 16.3 9.1 15.5 9.9 11.7 8.4 9.2 6.9 7.6 5.9 

Middle income 17.0 12.9 16.6 13.8 12.7 11.8 9.6 9.3 8.6 7.9 

High income 13.5 13.2 15.0 14.0 11.1 11.3 9.3 9.7 8.0 8.0 

Overall 15.1 11.6 15.7 12.3 11.8 10.3 9.4 8.5 8.2 7.4 

Source: 2011 Australian Census, calculated from TableBuilder data.  

Table 6 also shows that, across all income levels, working in the CC correlates with a 

higher average distance to work compared with the overall average for the metro 

workforce at the same income level. This difference is most pronounced for LI workers. 

This stems from the fact that the distance travelled by the metro workforce decreases 

with income, but this decrease is not seen for the CC workforce. Taking the CC and 

metro-wide workforces as interchangeable (an assumption unpacked later in this 

chapter), this suggests something of a spatial mismatch of the LICC workforce. LICC 

workers incur a ódistance premiumô because they are relatively separated from their 

place of work compared with LI workers overall. 

The distance premium that LICC workers incur is shown in greater detail in Figure 16. 

It shows the catchment for the óclosestô 20 per cent of workers (i.e. those travelling the 

shortest distance to work), the catchment for half the workers (i.e. the median 

distance to work), and the catchment for 90 per cent of workers. These percentiles 

show that the averages in Table 6 are a good reflection of the typical distances 

travelled. LICC workers travel similar distances to the middle- and high-income CC 

workers. And the difference between the distances CC workers travel compared to the 

metro workers on similar incomes is most pronounced at lower income levels. The 

missing bars (showing 20% of the LI metro workforce) are due to the fact that at least 

20 per cent of the LI metro workforce works in the same SA2 as they live, meaning 

their commute is calculated as 0 kilometre.  
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Figure 16: Distance workers live from place of work, five metros and CCs 

Sydney 

 

Melbourne 

 

Brisbane 

 

Perth 

 

Darwin 

 

Source: 2011 Australian Census, calculated from TableBuilder data. 
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The metro-wide ólocalnessô of LI workforces is also shown in Figures 17 to 21. They 

show the distance LI workers travel, on average, to each SA2. They highlight how 

unusual it is for CCs to draw their LI workforce from such large distances, compared 

to the average distance travelled by LI workers in other SA2s within the metro area. 

Other major industrial hubs, with little or no resident workforce in the SA2, like ports 

(and, as a quirk of the method, large or non-contiguous SA2s that distort the distance 

calculations) have comparable catchments for LI workers. 

Figure 17: Average distance to LI workers' homes for each place of work, Sydney 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 

Figure 18: Average distance to LI workers' homes for each place of work, Melbourne 

 

Source: Based on ABS 2011 Census data and ABS digital boundaries. 






















































































































































































































































