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1.0 INTRODUCTION

1.1 Background

Spatial Economics was commissioned by the City of Greater Geelong to review population and housing demand forecasts and prepare an updated settlement strategy for the City. The settlement strategy is intended to set out the way in which the City of Greater Geelong can provide, in a sustainable way, opportunities to meet anticipated housing demand over the next twenty years. 


The settlement strategy project will:

· review recent housing development trends in Geelong;


· assess current population and housing growth forecasts and prepare a number of growth scenarios to provide a basis for planning to ensure Geelong can meet potential future housing demands;
  

· estimate the housing capacity of the areas that have already been identified by the City of Greater Geelong (including the capacity to accommodate planned increases in dwelling numbers in established parts of Geelong) and, if necessary, point to options for providing additional housing capacity; 


· consider the particular roles of ‘urban Geelong’ and of the smaller settlements within the City in meeting future housing demand; and


· suggest appropriate ‘triggers’ for future land releases and address issues (such as ensuring a competitive land market and the management of infrastructure requirements) involved in the staging of planning and release of land for urban development.


In summary the settlement strategy is intended to provide a high level strategy for managing Geelong’s future residential growth.  It will have regard to the objectives of both the City and the State Government regarding Geelong’s future growth and will, as far as possible, assume the continuation of existing City and regional planning strategies. 


The settlement strategy will not seek to address the detailed planning or scheduling of infrastructure for particular urban growth areas, townships or existing parts of ‘urban Geelong. The City of Greater Geelong is separately addressing future infrastructure needs and priorities.

The draft settlement strategy is to be finalised during 2017 to inform the new City Council’s consideration of strategic planning needs and options.  Prior to this the City of Greater Geelong is expected to issue a discussion paper to outline key trends and issues related to the settlement strategy as a basis for public and stakeholder consultation. 

To inform preparation of both the discussion paper and the draft settlement strategy Spatial Economics is preparing a number of background technical papers.  These papers will provide detailed analysis of data and issues that are central to planning for future housing needs in Geelong.   They will cover:

· Paper no. 1
Population Growth Scenarios;

· Paper no. 2
Background to Population Scenarios;

· Paper no. 3
Population Trends and Drivers of Housing Demand;

· Paper no. 4
Residential Dwelling Stock;


· Paper no. 5
Residential Land Supply and Development; and

· Paper no. 6 
Land Supply and Housing Affordability.


The background papers will allow particular issues to be addressed and detailed data to be presented in a way that would not be appropriate in either a public consultation document or the draft settlement strategy.  The background papers will be available online for those who wish to access base data or review the analytical base for the conclusions and recommendations made in the settlement strategy.

This paper outlines the population, household and dwelling growth scenarios for Greater Geelong for the 2016 to 2036 period.
1.2 Purpose of this paper

The discussion paper on Population Trends and Drivers of Housing Demand lays the ground work for understanding the complex relationships between demographics and housing development in terms of population driven demand for housing.  Understanding these trends and patterns helps inform both the development of projections and in particular the selection of specific assumptions that will drive the population, household and dwelling projections to be used.

The Background to Population Projections discussion paper outlines the technical processes used to produce population projections and the currently available macro scale, down to LGA level projections available in the public arena.  Again the knowledge outlines in these analyses lays the foundation for the development of useful, meaningful projection scenarios.

This paper outlines the four projection scenarios developed by Spatial Economics and used to assess the adequacy of land supply for the City of Greater Geelong.

To estimate the available land supply in terms of ‘years of supply’, we not only need to know how much developable land is available and the likely yield from that land, but we have to estimate the take-up of that land.

While using one published projection may be useful at time, when undertaking this type of strategic planning, it is better to work with a range of potential futures.  This not only allows for the variability of the unknown future, it enables comparison between different scenarios, all of which may be quite different, but have all been produced using different rationales which resulted in different base assumptions.

We have included a short discussion around the fact that we recognise all projections will inevitably be wrong – that is to say we do not have special insight into the future, rather we use the information and knowledge at hand to help point us in the right direction – more like using a compass than having a readily supplied map.

2.0 DEVELOPMENT OF GROWTH SCENARIOS 

2.1 Realistic future scenarios

Section three of the Background to Population Projections discussion paper presents the currently available projections for the City of Greater Geelong.  

To move forward with the Settlement Strategy, a key set of projections will be needed to determine housing demand.  This will allow us to make sense of future supply numbers.  The best way to consider the range of possible future for the City of Greater Geelong is to look at scenarios, although we will begin with one big caveat:

2.2 The trouble with all population projections

Up front we should state the notion that all projections are ‘wrong’.  That is to say, they are almost never exactly going to match the actual amount and timing of population growth.  However, when they point us in the right direction, in particular giving us a picture of what the future is likely to be (with various growth rates), then they are doing exactly what they are intended for.  

When undertaking strategic planning there is always a tension between providing a sensible set of scenarios – usually a low, medium and high growth scenario – and providing just one consistent projection (usually around the medium scenario) to ensure interested parties don’t ‘pick and choose’ the projection that best suits their argument and all players are talking the same ‘language’ – at least in regards to projection numbers.

Major externalities can influence the projection – most often and most likely migration is the culprit.  As has been discussed in the population paper, Victoria is receiving an unprecedented share of growth in Australia.  While net overseas migration (NOM) to Australia has moderated to around 180,000 people in the year to 30 Jun 2016, Victoria received one third of this (60,000 people) and combined with strong natural increase and the largest net gains in interstate migration (16,700), Victoria was the fastest and largest growing State or Territory in Australia in 2015-16.

2.3 Meaningful scenarios

So then what is the best course of action?  In planning terms, we really need to be prepared for the range of possible futures of population and dwelling growth – this means considering a range of realistic options –

· a Long Term Historic growth scenario where a region maintains its long term lower growth rates (useful for comparative purposes); 

· the Current/Official projections available in the public arena (effectively the current VIF and id consulting projection);

· a Strong Growth scenario based on current and long term trends as well as incorporating the most recent higher rates of growth; and

· a G21 Aspirational Growth scenario, in line with the G21 Aspirational growth rate and reflecting the potential for the rising growth trend to continue and the potential of increased ‘leakage’ of growth from Melbourne. 

In fact, the G21 Aspirational scenario is in some ways the most important but also the most difficult to deal with.  Long term settlement and infrastructure planning and delivery move slowly and take a long time from planning to completion.  They are not very flexible or nimble endeavours and need long lead times to ‘gear up’ to cater for any large scale or rapid growth.  Therefore, the biggest risk is being caught out by faster than projected growth with inadequate planning for dealing with this.  It is vital that long term planning allow for the highest reasonable levels of growth so that the land use and infrastructure planning processes do no become impediments to the delivery of needed housing, ultimately resulting in decreasing affordability and availability of housing for the community.

Planning for higher growth is not ‘wasted’ even if eventual long term growth is lower than projected – the planning work is simply ahead of the game. Regular reviews and revisions will likely require less work if less capacity is consumed within a given time frame and suitable ‘triggers’ are identified for land releases and commitment of infrastructure projects.  And, assuming very long term demand holds up to some extent, the higher capacity planned for, will eventually be needed.

Note: in all scenarios Spatial Economics have assumed dwelling occupancy rates and household sizes which are consistent with the latest available VIF and id assumptions. The ‘Current/Official’ projection is not exactly the same as the published VIF or id – the base year has been updated to reflect the recently publish 2016 ERPs and the projection adjusted accordingly.

3.0 FOUR GROWTH SCENARIOS FOR GREATER GEELONG
3.1 Long Term Historic Growth scenario

While current data is pointing towards a higher growth future for Greater Geelong in the short to medium term, it is important not to dismiss the possibility of lower growth than is currently or recently being experienced.  

The long term average population growth of Greater Geelong from 1981 through to 2015 is 1.1 per cent per annum.  This includes the very low growth years (and even one year of population loss) of the recession in the early 1990s.  Taking the extreme recession years in the 1990s out, the long term average population growth is around 1.3 per cent per annum.  This is below the average of recent years (1.7 per cent per annum 2011 to 2016 based on ABS preliminary estimates) and the recent high of 2.4 per cent for the year ending 30 June 2016.

While it is perhaps human nature to want to ignore the unhappy times of recessions and to want to look to the positive, it remains vital to good planning to ensure that the possibility of lower population growth over the next 20 to 25 years is recognised.

Thus we will develop a Long Term Historic scenario where we split the difference of growth rates including and excluding the recession years and develop a population growth scenario based on a long term average growth of 1.3 per cent (which excludes the worst 4 years of the 1990s recession).  This is not a flat 1.3 per cent per annum, but a reasonable easing of growth early in the projection period to lower growth by the late 2020’s and early 2030’s.

3.1.1 Long Term Historic growth scenario numbers

There is probably no realistic scenario where the City of Greater Geelong will experience lower growth over the next 20 years while the rest of Victoria and Australia continue to see the current levels of high growth.  Rather, a large scale slowdown in population growth, most likely driven by a large economic slowdown, could result in lower overall growth for Australia, Victoria and Greater Geelong.

Under this scenario, overall population growth could abate to an average around 1.3 per cent per annum for the next 20 years.  Even with this lower than current growth rate, the demand for housing would remain at a moderate level around 1.5 per cent per annum or around 1,400 dwellings each year.

Table 1: Long Term Historic Scenario: Projection for City of Greater Geelong 2016 to 2036.
	Long Term Historic Scenario 
	2016
	2021
	2026
	2031
	2036
	2016-36

	Population
	235,343
	252,907
	270,846
	289,058
	307,429
	72,086

	Change in population (5yrs)
	
	17,564
	17,939
	18,211
	18,372
	

	Average annual change (5yrs)
	
	1.5%
	1.4%
	1.3%
	1.2%
	1.3%

	Households
	95,132
	102,884
	110,998
	119,317
	127,444
	32,312

	Change in households (5yrs)
	
	7,752
	8,114
	8,319
	8,127
	

	Average annual change (5yrs)
	
	1.6%
	1.5%
	1.5%
	1.3%
	1.5%

	Average household size
	2.47
	2.46
	2.44
	2.42
	2.41
	

	Population in non private dwellings
	4,870
	5,273
	5,521
	5,880
	6,254
	1,384

	Dwellings
	106,095
	115,051
	124,190
	133,391
	142,254
	36,159

	Change in Dwellings (5yrs)
	
	8,956
	9,138
	9,201
	8,864
	

	Average annual change (5yrs)
	
	1.6%
	1.5%
	1.4%
	1.3%
	1.5%


Source: Spatial Economics

This scenario is considered the least likely of the three presented in this paper but it remains useful to consider the adequacy of current land supply if Greater Geelong was currently growing at the rate that it has in the past – which it is not! This may also be useful in comparing to current growth rates, to further highlight that the development future facing Geelong is now very different from the past 25 years.

3.2 Current/Official projections scenario

As discussed above the VIF2016 and forecast.id projections are both based on assumptions that align well with the ABS medium set of assumptions from their 2013 projection.  There are a number of reasons for utilising a projection in line with the VIF and id projections as the ‘Current/Official’ scenario:

· It reflects the State Government’s official forecast for the growth of the City of Greater Geelong.

· A scenario based on these projections gives us an alignment with the current national median projection which helps give context to the scenario, ensuring it is grounded within a demographic framework of common understanding around available projections.

· The fact that VIF and id projections are in reasonable alignment, despite having slightly different methodologies and in some cases starting point data, and that both these projections continue to align with macro-level ABS projections, tell us that other population experts are in agreement around these data as being a reasonable projection; and

· The id and VIF projections are available at a range of small areas that are critical for planning within the municipality and will enable us to test, in particular, how the projections distribute future demand and deduce the assumptions they have imbedded within them about land supply, and the future settlement pattern of Greater Geelong.

Both VIF2016 and forecast.id from May 2015 have Greater Geelong growing at an average annual rate of 1.6 per cent between 2011 and 2036.

3.2.1 ‘Current/Official’ scenario numbers

We recognise that both VIF and id forecasts have been prepared using older base-data and are likely to be updated when new data based on the 2016 Census becomes available. However these remain at the time of writing of this report the main projections in the public domain.

As such the long term population growth rate of 1.6 per cent per annum is only slightly lower than the current estimate for the 2011 to 2016 period. However, with population growth trending upwards, and currently at 2.4 per cent for 2015-16, it is expected that for the 20 year from 2016 to 2036, these projection will be too low.

It remains important not to be too heavily influenced by the most recent population figures and recognise that the medium scenario includes periods of stronger growth, combined with the anticipated slow-down of population growth (driven by population ageing), and thus they remain a robust set of numbers, albeit with outdated assumptions.

Table 2: Current/Official Scenario: Projection for City of Greater Geelong 2016 to 2036.

	Current/Official Scenario 
	2016
	2021
	2026
	2031
	2036
	2016-36

	Population
	235,343
	256,538
	277,920
	299,274
	320,791
	85,448

	Change in population (5yrs)
	
	21,195
	21,382
	21,354
	21,517
	

	Average annual change (5yrs)
	
	1.7%
	1.6%
	1.5%
	1.4%
	1.6%

	Households
	95,132
	104,361
	113,897
	123,534
	132,983
	37,851

	Change in households (5yrs)
	
	9,229
	9,536
	9,637
	9,449
	

	Average annual change (5yrs)
	
	1.9%
	1.8%
	1.6%
	1.5%
	1.7%

	Average household size
	2.47
	2.46
	2.44
	2.42
	2.41
	

	Population in non private dwellings
	4,870
	5,348
	5,665
	6,088
	6,526
	1,656

	Dwellings
	106,095
	116,703
	127,433
	138,105
	148,437
	42,342

	Change in Dwellings (5yrs)
	
	10,608
	10,730
	10,672
	10,332
	

	Average annual change (5yrs)
	
	1.9%
	1.8%
	1.6%
	1.5%
	1.7%


Source: Spatial Economics adapted from id and VIF

Under the ‘Current/Official’ scenario, there is demand for an average of 2,100 dwellings per annum from 2016 to 2021.  This data is useful to compare demand and adequacy with the Strong Growth and G21 Aspirational growth scenarios, which are the most important scenario – as explained below.

3.3 Strong Growth scenario

The most recently available population figure had Greater Geelong growing at 2.4 per cent in 2015-16.  This figure brought average growth for 2011-2016 to 1.7 per cent per annum and trending upwards.  Based on this data, the short term growth prospects for Geelong are looking strong and in the medium term are likely to remain fairly strong as well.  This Strong Growth scenario has been developed to reflect where this trend is heading, while not getting ‘carried away’ with the most recent short-term data.  Apart from the fact that we know population growth rises and falls, eg the overseas migration data currently running lower that forecast, it is important not to extrapolate short-term trends into long term trends without significant cause.

This Strong Growth scenario is important to understand the likely short to medium term impacts of growth and demand on land supply. Should these growth trends prove to continue to expand and go beyond this scenario, the G21 Aspirational Growth scenario provides us with a picture of the impact on land supply of that potential future.

This projections reflects Geelong’s stronger population growth position in the past few years, and recent housing development and lot construction trends.  It does not include an assumption of significant spill-over growth from Melbourne – rather we have assumed Melbourne’s Growth Areas (and planning policies), particularly in the west, will adjust to cater for future demand.  Rather, Greater Geelong’s overall higher growth is driven by it maintaining its share of the current strong overall growth in Victoria.

3.3.1 Strong Growth scenario numbers

The Strong Growth scenario sees an average annual growth rate of 2.0 per cent per annum for the period from 2016 to 2036. This includes growth beginning at the 2016 rate around 2.4 per cent and gradually falling, driven by the assumptions around the ageing of the population.

Table 3: Strong Growth Scenario: Projection for City of Greater Geelong 2016 to 2036.
	Strong Growth Scenario 
	2016
	2021
	2026
	2031
	2036
	2016-36

	Population
	235,343
	263,681
	293,272
	323,004
	352,273
	116,930

	Change in population (5yrs)
	
	28,338
	29,591
	29,731
	29,269
	

	Average annual change (5yrs)
	
	2.3%
	2.2%
	2.0%
	1.8%
	2.0%

	Households
	95,132
	107,267
	120,189
	133,329
	146,034
	50,902

	Change in households (5yrs)
	
	12,135
	12,922
	13,140
	12,705
	

	Average annual change (5yrs)
	
	2.4%
	2.3%
	2.1%
	1.8%
	2.2%

	Average household size
	2.47
	2.46
	2.44
	2.42
	2.41
	

	Population in non private dwellings
	4,870
	5,497
	5,978
	6,571
	7,166
	2,296

	Dwellings
	106,095
	119,953
	134,472
	149,055
	163,004
	56,909

	Change in Dwellings (5yrs)
	
	13,858
	14,520
	14,583
	13,949
	

	Average annual change (5yrs)
	
	2.5%
	2.3%
	2.1%
	1.8%
	2.2%


Source: Spatial Economics

Overall dwelling demand averages 2.2 per cent per annum for the 20 year period, with annual demand at around 2,700 to 2,900 dwellings.  These rates of development are in line with the average of the last few years in Greater Geelong.  While growth may accelerate to higher levels in the near future, this scenario also allows for years of lower than current growth.  The 20 year average is significantly stronger for a sustained period than the past 25 years and represents a significant development challenge for the City of Greater Geelong.

3.4 G21 Aspirational Growth scenario

A high growth scenario is critical to undertaking strategic planning to ensure that critical infrastructure and planning work does not become an impediment to housing supply delivery.  As outlined above, it is better to ‘over-plan’ than ‘under-plan’.  Planning and infrastructure work undertaken for population growth that turns out to be slower than projected, will eventually pay off, just over a longer time frame.  Planning and infrastructure work that is not done when the population grows faster than projected or expected cannot suddenly be completed.

The big question then is what is a reasonable high projection scenario?  It would be too short sighted to simply look at the latest available figure and in the current climate, particularly so – while Geelong recorded growth of 2.4 per cent for 2015-16.  Added to this is the fact that by late 2017, the ABS will revise all of the ERP data for 2011 to 2016 and rebase all of the small area ERPs using the results of the 2016 Census, so the figure may go higher.

Another question really relates to what might be the sources of additional growth for Greater Geelong.  In this case there are two potential sources and both could provide higher than currently projected demand.  Firstly macro level population growth due to net overseas migration.  If NOM goes up and remains high into the future, this will means higher overall demand across all regions that are growing in Australia.  Secondly, population growth and future land supply in Greater Melbourne may impact significantly on Greater Geelong’s demand future.  In particular, the future of Wyndham LGA as a Growth Area, house prices in western Melbourne and even the decision making of people in the west – perhaps trading off west Melton and Lara as living and commuting options, all have the potential to impact greatly on demand for housing and population growth in Greater Geelong.

Looking to determine an appropriate long term growth rate for a high scenario, we can consider that Greater Geelong has only grown at 2.0 per cent per annum twice in the last 35 years (since 1981).  However, Geelong has never been as ‘close’ to Melbourne as it is now – the progressive extension of Melbourne’s growth towards Geelong together with improved freeway and train travel conditions and increasing preparedness to accept longer commuter time at peak hours make Geelong somewhat psychologically closer.  The expansion of Melbourne to the south east has parts of Wyndham being only 10 km closer to central Melbourne than Geelong. 

Population growth in the Melbourne Growth Areas has managed to be sustained at over 3.0 per cent per annum for 10, 15, 20 or even more consecutive years.  Sustained high population growth is possible in concentrated areas and this may be the future of the greenfields locations within Greater Geelong., although it is unlikely to apply across the whole municipality.  The diversity of Geelong will mean that even strong demand will be limited by practical supply opportunities – particularly in the developed residential areas of Geelong and the towns within Greater Geelong.

Finally the G21 group has set an aspirational growth target of 2.5 per cent per annum, therefore a high 20-year population growth rate of 2.5 per cent per annum is a reasonable comprise taking into account the potential for price differentials to lead to more spill over demand from Melbourne, very strong underlying demand and supply opportunities in greenfield locations, a range of supply opportunities on brownfield and greyfields locations and steady infill regeneration and additional to overall supply.

3.4.1 G21 Aspirational Growth scenario numbers

The most recent population estimate from the ABS had Greater Geelong growing at 2.4 per cent for 2015-16.  Spatial Economics data on lot and dwelling construction back up this strong population growth. In developing the high scenario, we have maintained the long-term assumptions of demographically driven slow-down in population growth in the late 2020s and 2030s. However in the short term, we have projected population growth accelerating further before levelling off.  

Table 4: G21 Aspirational Growth Scenario: Projection for City of Greater Geelong 2016 to 2036.
	G21 Aspirational Growth Scenario 
	2016
	2021
	2026
	2031
	2036
	2016-36

	Population
	235,343
	269,008
	305,696
	345,361
	387,894
	152,551

	Change in population (5yrs)
	
	33,665
	36,688
	39,665
	42,533
	

	Average annual change (5yrs)
	
	2.7%
	2.6%
	2.5%
	2.4%
	2.5%

	Households
	95,132
	109,434
	125,280
	142,558
	160,800
	65,668

	Change in households (5yrs)
	
	14,302
	15,846
	17,278
	18,242
	

	Average annual change (5yrs)
	
	2.8%
	2.7%
	2.6%
	2.4%
	2.7%

	Average household size
	2.47
	2.46
	2.44
	2.42
	2.41
	

	Population in non private dwellings
	4,870
	5,608
	6,231
	7,026
	7,891
	3,021

	Dwellings
	106,095
	122,376
	140,169
	159,373
	179,487
	73,392

	Change in Dwellings (5yrs)
	
	16,281
	17,793
	19,204
	20,114
	

	Average annual change (5yrs)
	
	2.9%
	2.8%
	2.6%
	2.4%
	2.7%


Source: Spatial Economics

In the G21 Aspirational Growth scenario, population growth peaks at an annual average of 2.7 per cent in the 2016-21 period and tails off slightly in the remaining projection period. This average is for the whole of Greater Geelong, and is likely to include some years of overall growth higher than 2.7 per cent and significantly higher growth rates in localised housing market areas (such as Armstrong Creek).  This achieve the average annual growth rate of 2.5 per cent per annum for the 20 year period from 2016 to 2036.

Population growth averaging 2.5 per cent means dwelling growth at an annual average of  2.7 per cent for the 2016 to 2036 period or an average of around 3,700 dwellings per annum and over 3,900 dwelling per annum later in the projections period.  
This is significantly higher demand than Greater Geelong has previously been experiencing, however there are several key drivers that make this scenario a realistic proposition:

· Geelong is functionally closer to Greater Melbourne that it has ever been – both the upgraded freeway and rail connection contribute to this.

· Different housing products, price differential and overall growth from Melbourne’s west is likely to continue to ‘spill’ into Greater Geelong and may present more affordable coastal alternatives to Surf Coast Shire.
· Greater Geelong has always been a regional attractor and continues to add services (eg health and education) and amenity eg (less congestion, proximity to beaches) that will continue to attract population from the south west of Victoria and Melbourne.
· Ongoing development of employment nodes in the west of Melbourne and around Avalon may provide further incentive and opportunity for population growth in Greater Geelong.
The adequacy of current land supply and the impact of these scenarios is discussed in the Land Supply discussion paper.

� ABS Australian Demographic Statistics, Strong Growth 3101.0 Jun 2016, published Dec 15, 2016.











Settlement Strategy: Growth Scenarios Discussion Paper _Final V1.1
17


