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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 focuses on population growth and the drivers of housing demand.
1.2 Purpose of this paper

To understand future demand, we must first look at current and past trends and in particular patterns of population growth.  The purpose of this paper is to lay the foundation for understanding likely future demand for land and housing by:

a. Documenting and discussing key demographic data in and affecting the demand for housing in the City of Greater Geelong; and

b. Discussing and explaining key social, economic, demographic, housing and other factors that influence demographic change and housing demand.

Demand for land and housing is far more complex than a straight relationship with population growth. And population growth itself is a far more volatile and unpredictable phenomenon than may appear at first glance.

In this paper we will:

· Look at recent numerical trends in population change at a variety of geographic levels, all of which influence the resulting population change in the City of Greater Geelong. 

· Examine Greater Geelong’s role within the wider context of Victoria’s settlement pattern

· Explain the critical importance of population growth to the planning and delivery of services and infrastructure in the community.

· Explore the key uncertainties relating to population growth

· Demonstrate the links between population growth and the demand for land and housing

· Highlight the complexities of demand through a variety of factors affecting demand that are not explained purely by population growth.

· Document the need for ongoing monitoring of upcoming data releases.

1.3 What this paper supports

The exploration of population trends and understanding the drivers of demand are critical to helping produce meaningful population projection scenarios.

Understanding this growth, together with development trends, builds a picture of the current settlement pattern in Greater Geelong enabling us to make decisions about its future settlement pattern.

Together with looking at land supply consumption and development activity, understanding the drivers of demand assist in identifying changing patterns of demand and how a future settlement strategy might best respond to these changes.

2.0 GEELONG’S GROWTH OVER THE LAST THIRTY YEARS:

2.1 Population Growth – City of Greater Geelong

The most recent estimate of the City of Greater Geelong’s population is 235,340 people at 30 June 2016, growing by 2.4 per cent over the 30 June 2015 figure.  This figure is the last preliminary population estimate before all ERPs are rebased using data from the 2016 Census, in late 2017.

This figure is the preliminary Estimated Resident Population (ERP) figure – calculated each year by the ABS and re-based after each Census and then new (final) estimates are re-published for the preceding 5 years.  Most LGA level projections use ERPs as a base, rather than Census counts.  Census data is great for telling us about the characteristics of the population, while ERPs are a better measure of the total number of people who normally reside in an area.

The ERP for 2017 tells us Greater Geelong grew by 5,600 people in the year ending 30 June 2016 at a rate of 2.4 per cent.  The growth rate of Victoria for 2014-15 was 2.1 per cent.

Graph 1: Greater Geelong LGA annual ERP 2006-2016
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Source: ABS 3218.0 Regional Population Growth, Australia, Mar 2017

This fast population growth rate in 2015-16 is not quite at the levels of the Growth Areas in Melbourne, but is amongst the fastest growing in Regional Victoria.  Similarly rapid rates of population growth in Mitchell (3.2 per cent per annum) and Moorabool and Baw Baw (2.5 per cent per annum) give us a clear picture of the significant population pressure that is being placed on the LGAs surrounding Melbourne that have capacity for new suburban growth.  Even Bass Coast (2.4 per cent) and Macedon Ranges (1.7 per cent per annum) are seeing strong growth.  

Greater Geelong also attracts population similarly to Surf Coast Shire (2.4 per cent per annum), due to the high natural amenity of this coastal area.  Added to this the fact that Greater Geelong contains a major regional city (the largest in Victoria outside Melbourne), it make sense that this LGA is highly attractive for a great many reasons and this makes it fairly unique within Victoria, having such a diverse range of attractors.

2.2 Long term population change in Greater Geelong

Some data are available for population estimates going back as far as 1981.  While jurisdictional and statistical boundaries have changed over this period, we are able to approximate the areas now included in the City of Greater Geelong LGA’s borders.

As the chart below shows, growth around 2 per cent per annum is not entirely unprecedented – in 1989-90 Greater Geelong recorded a growth rate of 2.0 per cent – and averaged around 1.4 per cent per annum through the 1980s.

However, the impact of the late 80s crash and early 1990s recession saw Geelong population growth rate plummet and even go slightly negative (-0.1 per cent) in 1993-94.  This drop didn’t last long, with population growth recovering to more normal levels around 1.5 per cent by 2001.  Again a drop to low growth in the early 2000s, but since 2006 the last decade has seen a steady trend upwards to the recent equal high growth rate of 2.4 per cent for the latest data available.

Graph 2: Annual ERP growth rate, Greater Geelong LGA 1981-82 to 2015-16
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Source: ABS 3218.0 historical and current data – some adjustment by Spatial Economics to match current boundaries

The long term average growth rate over the 35 year period shown is 1.1 per cent per annum – however this is dragged down by the mid-1990s data.  If we take out just 4 years of data (1993-1997) the average would be 1.3% per annum.

This historical data is critical to considering future growth scenarios, however the data can raise questions about projections – should we consider the possibility of a future recession dragging down average growth to around 1.0 per cent? Are we more likely to see steady growth closer to 1.5 per cent?  Or is the current upturn in growth potentially an indicator of the changing role of Greater Geelong as it becomes a secondary Growth Area and its future growth could be 2 per cent or higher for a sustained period into the future?  Each of these questions are best addressed by developing different scenarios for future population growth – this work will be addressed in the Projections Discussion Paper.

2.3 Geelong sources of population growth:

So where has all this population growth been coming from?  In the paper on population projections we discuss how the main components of population change (which underpin projections) are:

· Natural Increase (Births – Deaths); and

· Migration (Overseas, Interstate and Internal or within-state)

It may be somewhat surprising, but there is never a full tally sheet of sources of population growth for all areas.  The ABS produces certain statistics, and others have to be gleaned from certain data sets.  There is no data on outward overseas migration – i.e. those who move away from Australia ‘permanently’ (i.e. not on short term trips).

Natural Increase has to be deduced using Births and Deaths data sets and internal migration is calculated using a large matrix of Census data for the questions which ask where you lived 5 years ago.  This five year question effectively tells us where people lived at the previous Census and we can then calculate net internal migration figures.  Overseas migration only tells about those who lived overseas 5-years previously.  Those who moved away, don’t fill in an Australian Census form.

It should be noted that the migration figures used in this section are Census population counts, which are different from the ERP numbers discussed in the previous section.  We are using the Census counts now, because additional information such as the migration numbers relate to Census counts.

Data from the 2006 and 2011 Censuses show us the components of population change shaping Greater Geelong and how they have changed over two 5-year periods.  Once results of the 2016 Census are available this data will be able to be updated, but this may not be until 2018.

2.3.1 Sources of population growth 2001 to 2006 and 2006 to 2011

According to the Time Series Profile published with the 2011 Census results, Greater Geelong LGA grew by 10,000 people from 2001 to 2006, increasing from 184,300 to 194, 300.  From 2006 to 2011, this growth was 14,100 people, resulting in a population count of 208,500 in 2011.  

Figure 2.3 (below) breaks down the sources of migration to and the destinations of out migration for Greater Geelong.  Overall, Greater Geelong gained from the rest of Barwon Statistical District, the rest of regional Victoria and from Melbourne.  The only migration was loss was a net result of 200 people to interstate locations.  The net result was a gain of 3,800 people.  The Census tells us around 4,000 people moved to Greater Geelong from overseas, but we don’t know how many moved overseas from Geelong.  We can deduce this by looking at natural increase.

Data sets not available from the Census give us tallies of Births and Deaths, from which we deuce natural increase.  From 2001 to 2006 there were around 11,600 births and 8,100 deaths in Greater Geelong, resulting in a natural increase of 3,500 people.

Added to the 3,800 net internal migration and nearly 4,000 overseas in migrants, we can deduce that roughly 1,350 people moved from Greater Geelong to overseas during this five year period.  This number is certainly a rough estimate but based on the best available data sources.

Figure 1: Sources of migration – Greater Geelong 2001 to 2006
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Source: ABS Internal migration from the 2006 Census (usual residence in 2001 and in 2006 questions)

2.3.2 Sources of population growth 2006 to 2011

From 2006 to 2011, there was a similar pattern of internal migration, however for this five year period, Greater Geelong saw net populations gains from every source.  The result was a large increase in net internal migration to 5,900 people.  More than half this net gain came from Melbourne SD (Greater Melbourne) with 3,300 more people move to Greater Geelong from Melbourne, than Melbourne from Geelong.  

Overseas in-migration also increased significantly to 5,800 and natural Increase climbed to nearly 4,800 people.  ABS data tell us there was an ‘undefined’ addition to the population of around 600 people.  This data usually occurs because of mismatches in data sets – all the component don’t add up to the recorded population or the records don’t show exactly where the population came from.

Looking at the population components we do know, allows us to calculate around 3,100 people moving overseas from Greater Geelong between 2006 and 2011 – significantly higher than the figure for 2001 to 06.  This highlight the fact that greater population growth (or decline) usually goes hand in hand with greater overall movement.  In most of the internal migration categories and for overseas migration, there was more activity, more in and out moves from 2006 to 2011.  This phenomenon of population movement and ‘churn’ is discussed in relation to demand for housing, later in this paper.

Figure 2: Sources of migration – Greater Geelong 2006 to 2011
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Source: ABS Internal migration from the 2011 Census (usual residence in 2006 and in 2011 questions) Note: G21 excludes Golden Plains

In summary, it is clear that population growth in Greater Geelong comes from diverse sources, with each contributing their share.  Thus, ongoing monitoring of all of the key indicators – natural increase, national levels of overseas migration, population growth pressure in Melbourne and patterns of movement within regional Victoria, will all be important to being prepared for Geelong’s likely growth futures.

2.4 Population growth, distribution and diversity within the City of Greater Geelong

The final key population story to be told is about the distribution of population within Greater Geelong.  The municipality is clearly not like most others – containing rural, coastal, small-town, suburban and regional city landscapes, Greater Geelong has just about everything.  This diversity is reflected in the population growth in different parts of the municipality.

Again we look to two data sets – the ERPs, which are available for the statistical areas known as SA2s, and Census data.  The Towns in Time database produced by the State Government former Department of Planning and Community Development.  Each look at the population for different types of areas and both complement each other in building a picture of population change within Greater Geelong.

The SA2 ERP data tells an interesting story for Greater Geelong.  While there is clear diversity between the SA2s, it is interesting to note that all SA2 have seen population growth in the last five years.  Before this, suburban and urban SA2s Newtown, Belmont, Corio-Norlane and Geelong were all experiencing net population decline.  While this has been a normal process for ageing towns or suburbs, the past five years has clearly seen this picture turn around and now each of these areas are growing.

Table 1: Population Growth by SA2, Greater Geelong, 1991 to 2015

	
	Population 1991
	Population 2016
	Annual Growth Rate 1991 to 2016
	Annual Growth Rate 2011 to 2016

	Belmont
	14,574
	14,360
	-0.1%
	0.6%

	Corio – Norlane
	28,251
	26,885
	-0.3%
	0.3%

	Geelong
	13,155
	12,842
	-0.2%
	0.7%

	Geelong West - Hamlyn Heights
	18,795
	19,985
	0.4%
	0.8%

	Grovedale
	12,461
	23,829
	4.4%
	3.4%

	Highton
	12,599
	22,242
	3.9%
	2.3%

	Lara
	10,644
	17,990
	3.6%
	2.6%

	Leopold
	5,282
	12,464
	5.9%
	4.0%

	Newcomb – Moolap
	13,673
	15,077
	0.7%
	0.2%

	Newtown
	10,273
	10,502
	0.2%
	0.9%

	North Geelong - Bell Park
	14,426
	15,264
	0.4%
	1.1%

	Clifton Springs
	8,432
	13,255
	3.1%
	2.2%

	Ocean Grove - Barwon Heads
	12,928
	22,447
	3.8%
	3.6%

	Portarlington
	5,078
	7,358
	2.5%
	2.1%


Source: ABS 3218.0 historical and current data

The SA2 that have had broad-hectare sites have all grown strongly throughout the period shown.  In particular Highton, Grovedale and Lara have all had growth averaging 2.5 per cent per annum for the past five years.  This points to the role of these areas a suburban growth areas for Geelong over the past decades.  

The towns on the Bellarine Peninsula have generally seen steady to strong growth, with the exception being very strong growth in Leopold.  This difference indicates a distinction in the function of the part coastal village, part holiday areas of Clifton Springs, Ocean Grove-Barwon Heads and Portarlington, compared to Leopold which is inland and acts more as a growth front just beyond the city of Geelong borders, in much the same way as Lara does to the north (albeit without the looming growth of Wyndham next door).

Just this basic set of data gives us an indication of a diversity of roles within Greater Geelong – former declining urban and suburban areas that are now regenerating, coastal villages with their fluctuating seasonal populations, typical broad-hectares development fronts on the edge of Geelong, and the growing towns just beyond the borders of Geelong that are experiencing Broad-hectares demand as well.

SA2 data includes towns and surrounding rural areas.  The Towns in Time database is able to separate out townships and provides Census-based demographic data for the city of Geelong, the towns and rural balance within the Greater Geelong LGA.

Table 2: Population Growth by Towns, Greater Geelong, 2001 to 2011

	
	Population 2001
	Population 2011
	Total Growth Rate 2001 to 2011
	Annual Growth Rate 2001 to 2011

	Batesford
	0
	715
	715
	n/a

	Clifton Springs and Drysdale
	9,033
	10,582
	1,549
	1.6%

	Geelong
	131,295
	143,241
	11,946
	0.9%

	Indented Head
	544
	861
	317
	4.7%

	Lara
	9,206
	10,986
	1,780
	1.8%

	Leopold
	6,812
	9,290
	2,478
	3.2%

	Ocean Grove, Barwon Heads
	12,826
	15,424
	2,598
	1.9%

	Portarlington
	2,686
	2,982
	296
	1.1%

	St Leonards
	1,452
	1,906
	454
	2.8%

	Rural Balance - Greater Geelong (C)
	9,812
	12,482
	2,670
	2.4%


Source: Towns in Time 2011 Database, DPCD

The differences between towns within Greater Geelong can also be seen by looking at the different age structures.  If we consider the large city of Geelong as being the ‘normal’ age structure for the whole LGA, we can see some towns with younger and some with older populations.  Again, these differences point to the differences in roles and functions of these towns.

Areas such as Batesford, which includes some fringe suburban growth from Geelong, and Lara both have low proportions of people aged 65 years and older.  They have high proportions of families with children aged 0 to 17 years and adults 35 to 64 years old.  In contrast to this, most of the coastal towns on the Bellarine Peninsula have relatively older populations (these are the full-time residents, not the holiday makers).  Indented Head (27.1 per cent aged 65+), Portarlington (33.7 per cent aged 65+), and St Leonards (27.2 per cent aged 65+) all follow this pattern.  These three towns also have very low proportions of young adults with the highest being just 12.4 per cent at Indented Head.

Ocean Grove / Barwon Heads once again bucks this trend, with 14.9 per cent of the population aged 65 and over, it’s age structure is much closer to that of Geelong.  This is in line with its dual role of seaside resort town and ex-urban commuter suburb.

Leopold and Clifton Springs / Drysdale both have age structures similar to Geelong, although Clifton Springs / Drysdale, further down the Bellarine Peninsula does have a higher proportion of 65+ year olds (19.9 per cent) but not nearly as high as the other, older Bellarine townships.

Table 3: Age structure, by Towns, Greater Geelong, 2006 to 2011

	
	Proportion of population in 2011

	
	0-17 year olds
	18-34 year olds
	35-64 year olds
	65+ year olds

	Batesford
	34.2%
	15.4%
	42.5%
	7.9%

	Clifton Springs and Drysdale
	23.2%
	17.9%
	39.0%
	19.9%

	Geelong
	22.4%
	22.9%
	38.7%
	16.0%

	Indented Head
	19.1%
	12.4%
	41.3%
	27.1%

	Lara
	28.1%
	21.4%
	39.9%
	10.5%

	Leopold
	25.2%
	20.7%
	38.9%
	15.1%

	Ocean Grove, Barwon Heads
	25.2%
	16.6%
	43.2%
	14.9%

	Portarlington
	15.4%
	10.6%
	40.3%
	33.7%

	St Leonards
	18.3%
	11.4%
	43.1%
	27.2%

	Rural Balance - Greater Geelong (C)
	19.9%
	19.5%
	42.9%
	17.7%


Source: Towns in Time 2011 Database, DPCD

Other Census data shows dwelling occupancy rates, however seeing this data for each of the townships in Greater Geelong highlights the clear distinctions between the towns that have very high rates of unoccupied dwellings– and the towns with more normal dwelling occupancy rates.  The exception to this is Ocean Grove/Barwon Heads which has a much higher than normal rate of unoccupied dwellings (28.5 per cent in 2011) but not as high as the smaller Bellarine towns such as Portarlington (43.7 per cent), St Leonards (58.2 per cent) and Indented Head (60.3 per cent).  

The occupancy rate of Ocean Grove/Barwon Heads sits in between the holiday towns and full-time occupied towns or suburbs.  Looking across the LGA boundary to Torquay a similar rate is seen –30.6 per cent of dwellings were unoccupied in 2011.  Ocean Grove/Barwon Heads and Torquay still retain large amounts of holiday homes but they have increasingly become full time residential and commuter towns as well.  A weekday morning drive up the Barwon Heads Road or Surf Coast Highway, will confirm this idea.  Furthermore, with the expansion of Geelong to the south at firstly Grovedale and now Armstrong Creek, these towns feel closer to Marshall V/line station and Geelong city itself.

The previously mentioned towns that are acting as exurban suburbs to the main city of Geelong – such as Lara (6.8 per cent) and Leopold (8.1 per cent) and even Clifton Springs / Drysdale (10.6 per cent) have rates of unoccupied dwellings in the range of normal, full-time occupied towns or suburbs.

Table 4: Dwelling occupancy by Towns, Greater Geelong, 2011

	
	% Occupied Dwellings 2011
	% Unoccupied Dwellings 2011

	Batesford
	92.5%
	7.5%

	Clifton Springs and Drysdale
	89.4%
	10.6%

	Geelong
	92.2%
	7.8%

	Indented Head
	39.7%
	60.3%

	Lara
	93.2%
	6.8%

	Leopold
	91.9%
	8.1%

	Ocean Grove, Barwon Heads
	71.5%
	28.5%

	Portarlington
	56.3%
	43.7%

	St Leonards
	41.8%
	58.2%

	Rural Balance - Greater Geelong (C)
	84.9%
	15.1%


Source: Towns in Time 2011 Database, DPCD

3.0 GEELONG’S PLACE IN VICTORIA’S SETTLEMENT PATTERN
3.1 The national settlement pattern

Demographically, Australia is an extraordinary country! With a land mass only marginally smaller than Western Europe or the 48 contiguous states of the USA, it has less than 25 million people. Furthermore two-thirds of those 25 million live in just five cities – the capitals of the five mainland states. For governments and businesses, Australia’s settlement pattern presents unique challenges. Copying policies and practices from other countries often does not work. There are several points that can be drawn out of our historical demographic experience.

Australia’s and Victoria’s population growth has been rapid and is likely to continue to be so.

Since Victoria’s separation from New South Wales in 1851, Australia and Victoria have been characterised by rapid population growth. In the latter half of the nineteenth century, between separation and federation, the gold rush and agricultural boom led to high population growth. Australia’s population increased ninefold with Victoria having the greatest amount of growth. Despite two world wars and the great depression, Australia’s and Victoria’s population almost doubled in the first half of the twentieth century. Rapid population growth has continued since the end of World War II. Between 1966 and 2016 Australia’s population doubled.

Table 5: Australia’s and Victoria’s population (1851-2016) in 000s

	Year
	Australia
	Victoria
	Victoria’s share of national population (%)

	1851
	438
	98
	22

	1901
	3,835
	1,210
	32

	1945
	7,430
	2,015
	27

	1966
	12,146
	3,357
	28

	2001
	19,248
	4,764
	25

	2016
	24,127
	6,068
	25


Sources: ABS catalogues 3101.0 

The ABS projects Australia’s and Victoria’s population will continue to grow strongly into the future. 

Table 6: Projected population (in 000s) of Australia and Victoria population (2016-2056) in 000s

	Year
	
	Australia
	
	
	Victoria
	

	
	High
	Medium
	Low
	High
	Medium
	Low

	2016
	24,455
	24,360
	24,263
	6,068
	6,040
	6,010

	2036
	34,443
	32,246
	39,750
	8,619
	8,065
	7,591

	2056
	45,349
	39,750
	35,720
	11,510
	9,877
	8,756


Source: ABS Population projections, catalogue 3220.0

Population is concentrated in state capitals and is becoming increasingly so.

With its colonial structure, each state developed around its state capitals which were commercial and administrative hubs. The last 25 years, however, has been a new era of urbanisation. In each of the six Australian states and territories, capital cities’ populations are growing at faster rates than the remainder of their states and therefore increasing their share of each state’s populations. An already urban nation is becoming more urban!

Table 7: Share of population growth in capital cities (%) 

	
	Australia
	Victoria

	1971-1981
	60.4
	72.6

	1981-1991
	63.1
	71.1

	1991-2001
	89.0
	89.0

	2001-2011
	86.0
	86.0

	2011-2016
	81.9
	88.8


Source: ABS catalogue 3218.0

3.2 Victoria’s settlement pattern

By being closest to Melbourne, urbanisation will impact on Geelong more than Victoria’s other regional centres

77% of Victoria’s population lives in Greater Melbourne, an area that extends out to Werribee, Bacchus Marsh, Gisborne, Healesville, Pakenham and the Mornington Peninsula. Since colonisation, it has always been the dominant centre of Victoria, being, like other state capitals, on the coast and centrally located for the state. By the early twentieth century, Melbourne’s population had surpassed that of the rest of Victoria. In the 1960s, 1970s and 1980s, regional Victoria was often growing at stronger rates than Melbourne on the back of a prosperous rural sector and manufacturing industries in regional centres and towns. Over the last 25 years, however, Melbourne’s growth has been resurgent, like that of many large cities around the developed World. In the 17 years since the turn of the century, Melbourne’s population has grown by the same amount as it did between its foundation in 1836 and the end of World War II in 1945.

The size of Melbourne and its future growth pose potentially major planning challenges for Geelong. Geelong is Victoria’s second largest city and has many attributes in its own right, to prosper, and therefore grow, into the future. Of all the regional cities, Geelong has the largest population, the highest population growth rate, (probably) the most diverse employment base. It is the regional centre closest to Melbourne and has the best transport links to and from Melbourne. 

Table 8: Population and transport connections – major regional cities in Victoria and Melbourne, 2015-16.

	Centre
	Population, 2016
	Population growth rate, 2015/16 (%)
	Distance from Melbourne (kms)
	Continuous freeway to Melbourne?
	Trains per day (M-F)

	Geelong
	229,000
	2.0
	75
	Y
	54

	Ballarat
	104,000
	1.3
	116
	Y
	18

	Bendigo
	95,000
	1.2
	147
	Y
	19

	Latrobe
	74,000
	-0.1
	165
	Y
	18

	Warrnambool
	34,000
	0.4
	266
	N
	4

	Horsham
	20,000
	0.4
	300
	N
	0

	Mildura
	53,000
	0.0
	542
	N
	0

	Shepparton / Mooroopna
	64,000
	0.4
	190
	Y
	3

	Albury / Wodonga
	92,000
	1.5
	321
	Y
	5

	Bairnsdale
	30,000
	1.3
	281
	N
	3

	Greater Melbourne
	4,642,000
	2.1
	-
	-
	-


Source: ABS, Spatial Economics
Bendigo – excludes outlying towns and areas in Greater Bendigo

Mildura – includes Irymple, Merbein, Red Cliffs and Buronga

Bairnsdale – includes Lakes Entrance and Paynesville

Geelong can be expected to be influenced more by Melbourne’s future growth than any of the other regional centre. Over the coming decades, Melbourne is projected by the Victorian DELWP to grow to between seven and million people by mid-century. Melbourne’s population densities will increase, congestion will no doubt get worse, and land prices will rise. It seems inevitable that housing will become more unaffordable and it will become more difficult to move around Melbourne to access jobs and services and friends and families. Furthermore Melbourne will grow outwards. Much of that expansion will be on the northern and western sides of Melbourne.  The City of Wyndham’s population, centred on Werribee, has been growing at 10,000 per year and is projected to grow by another 140,000 between now and 2031. The outskirts of Werribee are only 27 kms from Lara and 40 kms from central Geelong.

3.3 The outlook for Geelong’s economy

According to the 2011 census, 12,000 people in Geelong commuted into Melbourne each day, a number that has surely increased with the growth of Geelong’s population and workforce, the growth of employment in Melbourne and improved transport communications between the two cities. There is some evidence that increasingly flexible working arrangements are making long distance commuting easier, more flexible and manageable into the future. Geelong’s has clear housing cost advantages over Melbourne. But Geelong is also an attractor. The 2011 census also shows that close to 4,000 people commuted from Melbourne to Geelong each day, a number that would have also increased over the last five years

Geelong is clearly undergoing a major economic restructuring. Many cities around Australia and other countries face similar challenges of managing that transition from an old industrial employment base to a predominantly service sector. These challenges will continue with the ongoing restructuring of the services sector. Jobs will continue to be lost as new trading relationships develop and new technologies create new products and services and make old ones redundant. Some people are equipped to rise to such challenges while others will struggle. Some places are better placed to prosper than others.

Geelong’s traditional reliance on manufacturing may make it seem vulnerable to the shift from manufacturing to services. But Geelong has long experience in this regard. Despite the ending of car manufacturing in Australia and the closure of other big name manufacturers, Geelong is now undergoing a growth spurt. The service sector already accounts for most jobs in Geelong. 

Major employers in Geelong include:

1. Barwon Health

2. Department of education and training

3. Deakin University

4. Cotton on

5. City of Greater Geelong

6. Transport Accident Commission

7. Barwon Prison

8. St John of God hospital

9. Target

10. Ford

Source Geelong Fast Facts, CoGG
While Target and Ford are both closing their Geelong operations, the movement of WorkSafe from Melbourne to Geelong, the opening of the new Epworth Hospital at Waurn Ponds, the ongoing expansion of Cotton On, Deakin University and the National Disability Insurance Scheme HQ more than compensate for losses.

REMPLAN employment forecasts undertaken for the City of Greater Geelong show that  significant employment gains are to be expected in four sectors over the next 15 years: education and training, health care, construction and professional, scientific and technical services.

3.4 A note on twenty first century urbanisation: impacts on Geelong

Urbanisation is traditionally seen as the movement of people out of rural areas into cities. It goes back to the industrial revolution when new industries prospered through the concentration of production creating economies of scale while utilising mass employment. Urbanisation continued and expanded out to many countries into the twentieth century. In 2008 the UN announced that ongoing urbanisation had reached the point where half the World’s population lived in cities. In the regions of developed countries this position was not new. In Victoria, for instance, Melbourne’s population surpassed that of the reminder of Victoria by federation, over a hundred years earlier. 

Following World War II, decentralisation out of large congested cities was a prevailing force. In terms of national defence, a prominent concern in post war years, cities were seen as vulnerable concentrations of people and production. Compared to now, Governments were more interventionists owing to the legacy of world wars and the great depression. They provided policy support and financial incentives to foster decentralisation. With better transport, regions became viable alternatives for industry. Populations decentralised, wooed by employment opportunities and environmental attractions. Cities, particularly inner cities, floundered. Inner city populations declined. Industry moved to suburbs and beyond. Pessimistic accounts of the future of cities were abundant right up to the 1990s.

Over the last 25 years, most cities have exhibited strong symptoms of resurgence. For instance, inner Melbourne’s population, which had been declining since the 1920s, suddenly increased, matching similar trends in other Australian and overseas cities. Why has this happened? Most experts in urban analysis see this as a consequence of a changing economy. A less interventionist, neo-liberal policy environment has aligned with firms’ needs to be innovative, flexible and adaptive to new opportunities often created by emergent technologies and new trading opportunities. 

The Brookings Institution (2008) has attributed this new era of urbanisation to the changing structure of the economy and its settlement consequences:

“Globalisation and technological innovation, rather than flattening the world spatially, is physically rooting itself in dense physical arrangements of people and firms, transport, housing, ports and facilities. The new world order is an urban order”

Allen Scott (2008), synthesising the research of others, has highlighted the features of this ‘new’ economy (sometimes called the ’post-industrial economy’ or ‘information economy’) as follows:

· Successful firms depend on a range of allied service providers and dependent sub-contractors. Large companies, usually headquartered in large cities, often sub contract work out of small firms with abilities to adapt and develop niche products. Similarly, governments follow this approach relying on subcontractors to provide services that were previously undertaken in-house.

· These advanced services involve intensive exchanges of ideas and information leading to product and service development. This is in sharp contrast to the more routine and stable approaches associated with mass production, many of which are being replaced by labour saving technologies 

· The volatility of markets creates uncertainty in production. To minimise risk, firms respond by accessing a wide range of skills often on a temporary, part time or casual basis. The rise of project-based work has accentuated this. Large well-educated workforces are required.

· An increasing proportion of the workforce can no longer rely on long tem careers with individual employers with guaranteed upward mobility. “Instead upper-tier workers increasingly manage their own careers as they move from project to project thereby building themselves a widening reputation and accumulating a portfolio of experiences”. Such workers depend on formal and informal social networks that keep them abreast of information, new technologies and opportunities. 

Large cities, particularly inner cities with their eclectic mix of skills and experiences and their tertiary education and ‘café society’ infrastructure provide the ideal breeding ground for new enterprises. But even formerly declining manufacturing centres (e.g. in the industrial north of the UK and the north east of the USA or the Ruhr in Germany) are experiencing a rebirth of their economies along these lines. 

21st century urbanisation trends are particularly relevant to the future of Geelong:

· Australia’s relative affluence and liveability are attractive to an array of migrants and underpin ongoing strong population growth

· In terms of population growth, Melbourne and Sydney seem destined to continue attract, at least for the foreseeable future, large shares of national population growth, owing to their stranglehold on higher income occupations

· Over time, however, Melbourne’s growth could lead to increased congestion, price inflation and reduced liveability

· Greater Geelong, by virtue of its proximity to Melbourne, its size and its coastal location, is the most viable and attractive alternative to Melbourne for housing and for firms. 

4.0 POPULATION GROWTH – THE ELEPHANT IN THE ROOM?
4.1 Population growth and planning

Population growth evokes different responses from people, communities and business in countries, cities and regions. To some, population growth is an asset and an opportunity. It can underpin economic growth creating investment, a range of new jobs and enhancing the tax base. Migration, a key component of population growth can bring in new ideas, skills and cultures. In contrast population loss or stability can lead to economic and social stagnation, a lack of new investment and opportunities. We can see that different parts of Australia have different experiences in this regard. Many rural and remote communities have lost populations over the decades and have seen subsequent declines in career opportunities for their younger population and a loss of local services and the ability to pay for them.
On the other hand population growth can be a threat. The sheer weight of numbers of extra people results in a greater consumption of resources including non-renewable ones. Natural habitats can be threatened. Treasured landscapes, streetscapes and heritage areas can be threatened by new development resultant of population growth and the demands it creates.

Population growth is therefore one of the most important underpinnings of planning. To take its most basic meaning, planning is about preparing for change. This immediately raises questions about population growth: how much change will there be? How quickly might it happen? Where will it happen? What can we do to manage that growth so we attain good outcomes? Can we stop or stimulate the amount of population growth?  To what extent can be channel it into places which will benefit from growth and protect those areas where growth would be detrimental?

While some may see population growth as a threat and others as an opportunity, it is a challenge for all levels of government. At the launch of the third intergenerational report in 2008, Commonwealth Treasury Secretary, Ken Henry, stated that population growth was the greatest challenge facing Australian governments since federation. Melbourne and Sydney were projected to grow to seven or eight million people by mid-century and this, he argued, called for great leadership in urban development.

Over the year 2015/16, Australia’s population growth was estimated by the ABS to be 338,000, 46% coming from natural increase (births minus deaths) and 54% from net overseas migration.

Victoria’s population growth over the same year was 123,000, 36% of Australia’s total population growth. In Victoria’s case, 34% of population growth came from natural increase, 53% from net overseas migration and 14% from net interstate migration.

4.2 Government controls over population growth

For liberal democracies such as ours, population growth is not easily controlled by governments or at least not as easily as many people believe. Governments do not tell people how many children they can or cannot have. They have policies to keep people in the best of health for as long as possible. 

The Commonwealth Government controls our borders but for many reasons chooses not to strictly control the number of movements of people in and out of the country. Australian citizens come and go as they please. It is estimated that there are now well over a million Australian citizens living overseas who theoretically could return at any time. Often Australians partner with non-Australian citizens often while holidaying or living overseas. Governments of either persuasion generally sympathise with people’s desires to live together in Australia. Governments have been keen to attract young skilled migrants to Australia to enhance economic growth and counter some of the potentially negative impacts of ageing. 

Only the permanent skilled and refugee programs have been capped by recent Australian governments. Most migrants enter Australia on temporary visas – on student, family re-union, temporary working or bi-lateral exchange visas. There are over a million people living in Australia under such temporary visas and they make up 10% of the workforce. Many of these people can be expected to transfer over to become permanent residents (and Australian citizens). Half the increase in permanent residents comes from people who are already temporarily resident in Australia.

The latest Commonwealth Government statistics show an annual movement of 502,000 permanent and long term arrivals into Australia and 293,000 departures out of Australia. Overseas migration is the greatest contributor to Australia’s and Victoria’s population growth yet its volume is highly volatile and unpredictable. In 2008 net overseas migration fell just short of 300,000. Back in the recession of the early 1990s it was below 100,000. History shows that there is a strong relationship between the state of the Australian economy (and labour market) and overseas migration. When Australia’s economy is growing well there are usually labour market shortages and migrants are attracted here. Conversely, in a recession, migration is not surprisingly low. 

Remember only 25 years ago Victoria was widely riled as a rust belt state with faced daunting challenges with the ongoing rundown of its manufacturing base. Today Victoria’s economic base appears to be growing well, despite the imminent closure of the car industry, and people are voting with their feet and settling here.  Melbourne and regional centres have expanded their range of business and personal services which now provide over nine out of ten jobs in Victoria. 

The lesson for planners is that population growth at national and state levels (and therefore in their constituent parts) is unpredictable and volatile and beyond the control of governments. Planners, of all kinds, are therefore best advised to accept this uncertainty and prepare for number of possible futures.

4.3 Government influences over inter-regional population movements

There are no direct Government controls on the movement of people within Australia. People move voluntarily to places which offer some combination of economic, social and environmental advantage. The current size of Victoria’s net migration gain (+17,000 in 2015-16) is an historical anomaly. Throughout the 1970s, 1980s and 1990s, Victoria lost population, in net terms, to other states. By 2002, Victoria moved into ‘the black’ where it has remained. The current (record) size of interstate migration gain is attributable to two factors: first the end of the resources boom and the movement of people out of resource states and secondly, the attraction of big cities and the booming economies of Melbourne and Sydney.  

As in other countries, many young adults move to cities for career and cultural opportunities. Many older people leave cities for the peace and quiet of rural areas and coasts. The most striking thing, however, is the sheer mobility of the population. Young adults are the most mobile group and most people, when they move, do so locally. There are, though, significant moves of people of all ages and many move between regions and states in the hope of betterment.

The population growth rate of a large regional area such as metropolitan or ‘greater’ Melbourne or the G21 region is clearly a major driver of housing demand at the local level.  Higher population growth for Melbourne will generally mean high demand for housing across all the municipalities that make up the metropolitan area and resulting in increased demand nearby ex-urban communities (e.g. Lara, Bacchus Marsh, Wallan, Drouin) and the larger regional centres close to Melbourne, in particular those with good transport links back to Melbourne and high levels of amenity. 

As pointed out previously, below the national level government (i.e. State and local government) policy options to influence this growth, are limited although not non-existent.  The available policy options may either limit or promote regional growth.  

For example, a state or local government can make policy decisions that restrict the ability of the development industry to create housing supply.  This can make it harder for new and additional households to access housing that they can afford and that is suitable to their needs.  This has the potential to 'push' people out of a particular area, causing them to migrate to areas where housing is more available and affordable.  It can be argued that the relatively (compared to Melbourne and some other Australian capitals) low growth in Sydney in the early 2000’s, is a recent and relevant example of this kind of situation. In summary, the policy of past NSW state governments was to encourage medium and higher density housing while restricting options for ‘broad-hectares’ housing development in the Sydney region (without a commensurate effort to facilitate higher density development). This resulted in a change in the mix of housing supply with a (relatively) larger proportion of higher density housing, but a reduction in the overall level of housing supply.  This restriction on housing supply is a key factor in explaining the high level of housing prices (and associated housing stress) in Sydney and has almost certainly contributed to Sydney growing more slowly than Melbourne over the last decade or more.

In summary State government policies can have a negative impact on population growth, in particular by ‘choking’ supply, but encouraging higher growth is more difficult, especially without Commonwealth Government support via strong overseas migration to underpin the population growth, and hence, demand. One of the better ways of encouraging growth is ensuring adequate land supply for new housing (infill or broad-hectare) and thus potentially providing are relative advantage compared other areas

Despite some popular claims, governments cannot move people around like chess pieces. A wise and practical approach to planning involves two steps. The first is to look at long term population growth trends, understand the drivers of those trends, use that knowledge to make projections of future growth and, where possible, make some scenarios to account for the volatility and unpredictability of future population growth. Secondly use regional level projections to develop a settlement strategy – to assess where that population growth can best be accommodated with regard to the strategic objectives of that region.

5.0 THE UNCERTAINTY OF FUTURE POPULATION GROWTH
5.1 Background

“Population projections are estimates of the future size, distribution and characteristics of the population. They are developed by applying mathematical models and expert knowledge of the likely population trends to the base population.

Projections provide information about population change over space and time but they are not predictions of the future. They are not targets nor do they reflect the expected effects of current and future policies.

The projections give an idea of what is likely to happen if current trends continue. They may indicate a need to manage change to achieve preferred outcomes or to mitigate the impacts of no-preferred outcomes”

Source: Victoria in Future 2016, DELWP, Victoria

When making population projections, demographers make detailed studies of age specific long term trends in birth and death rates and of the age related trends in overseas, interstate, inter-regional and within region migration. It involves collecting large data amounts of data. These data are then analysed and interpreted, often with the help of subject experts as well as local experts who can see what is happening on the ground. All this information is then used to make assumptions about how the population in the base year (usually the year of the last census) and will change in subsequent years.

Even with the best intentions and high degrees of expertise, the population projections process is fraught with problems, which are outlined below. Equally important, however, are the expectations of users of projections. Users will often by-pass the fine print which provides warnings about the inherent uncertainties involved in making population projections. Many users look to ‘grab a number’, treating it as gospel and move on to the next step of their plan or project. History shows that all plans should account for future uncertainty (i.e. a range of possible futures) by being adaptable to unexpected events which are well beyond their control.

The recent history of population growth of Geelong, Melbourne, Victoria and Australia shows how volatile annual population growth rates have been over the last twenty years:

Table 9:  Annual population growth rates, Australia, Victoria, Greater Melbourne and Greater Geelong, 1996-2016

	Years
	Australia
	Victoria
	Greater Melbourne
	Greater Geelong

	1996-2001
	1.13(f)
	0.99(f)
	1.16(f)
	1.14(f)

	2001-2006
	1.19(f)
	1.22(f)
	1.45(f)
	1.13(f)

	2006-2011
	1.78(f)
	1.82(f)
	2.18(f)
	1.38(f)

	2011-2012
	1.74(r)
	1.71(r)
	1.99(r)
	1.06(r)

	2012-2013
	1.71(r)
	1.79(r)
	2.16(r)
	1.45(r)

	2013-2014
	1.49(r)
	1.82(r)
	2.17(r)
	1.63(r)

	2014-2015
	1.40(r)
	1.83(r)
	2.06(r)
	2.01(r)

	2015-2016
	1.42(p)
	2.07(p)
	2.38(p)
	2.44(p)


f=final, r-revised (will be finalised following release of 2016 census), p=preliminary (revised in March, 2017 and finalised following release of 2016 census

Source ABS: catalogues 3101.0 and 3218.0

Such volatile trend data raise questions about the size of the future population growth of Greater Geelong:

· Is the recent concentration of national population growth in NSW and Victoria indicative of a broader change in Australia’s economy and demography which will be sustained over the next 20-30 years? If so, what impact will this have on Geelong?

· Does the recent increase in Geelong’s population growth rate to be similar to Melbourne’s, indicate that Geelong and Melbourne have reached a tipping point in their inter-dependence? 

5.2 Basic problems with population projections and uncertainty

1. Population projections for local areas (e.g. City of Greater Geelong and its suburbs) are more  prone to uncertainty than projections for larger areas (e.g. Barwon region, regional Victoria, Victoria or Australia)

2. Local and regional level population projections can be influenced by popular opinion and unwarranted expectations

3. The longer the length of the projection the less reliable it will be – i.e. a population projection for fifty years for the City of greater Geelong is more unreliable than a ten year projection. 

5.3 Uncertainty at different geographical levels

The ABS undertakes population projections for Australia, the eight states and territories and for the fifteen capital cities and rest of state/territory regions. 

At the national level, the ABS makes assumptions about:

· birth rates of women aged 15-45

· age–specific death rates and 

· levels of net overseas migration 

Owing to uncertainties about each of these factors, the ABS makes three different assumptions about future birth rates, two about death rates, and four about net overseas migration, when preparing population projections for Australia. Consequently there is a range thereby of 24 projections (i.e. 3x2x4). But even with that level of caution projections can take account of the unexpected. The ABS’s projections made in 1997 (when there were ‘only’ 18 national projections) failed to take account of the strong growth that occurred in overseas migration since then or the ‘baby bounce’ – the stop in the decline of birth rates. Similarly in 2008, the projections did not assume the extent of the subsequent rise in overseas migration.

At the state level, projections and the assumptions that lie behind them become more complex. More assumptions have to be made. Net interstate migration is an additional component of population change. Furthermore assumptions have to be made about the shares of net overseas migration to each of the states and territories and how birth and death rates vary across Australia. The ABS now undertakes 72 projections for states and territories with 3 different assumptions about interstate migration. Now there is more scope for uncertainty. National changes in net overseas migration do not impact evenly across states and territories, given the differences of economic growth within Australia. The resources boom and bust over the last ten years is a good case in point. This also affects interstate migration levels. According to the latest ABS population estimates, Victoria’s share of national population growth in 2015/16 was 36%. For all but three years over the last 25 years Victoria has had between a 20% and 25% share of Australia’s population growth. Without the benefit of hindsight who could have reasonably assumed that would happen?

The complexity of assumptions and the scope for uncertainty increases at sub state levels and regional levels. A new set of assumptions has to be made about movements of people between regions. Also analysis has to be undertaken of how birth and death rates vary between regions and how overseas and interstate migration differs between regions of a state. 

The Victorian Government prepares population projections for Victoria, its LGAs and suburbs in the regular Victoria in Future publications. It publishes one set of projections. The state projections is closely aligned with the ABS’s medium level projection, which is used for Commonwealth State relations such as CoAG. To encourage a consistent approach to planning across Victoria, across state Government departments and to avoid disputation in VCAT and planning panels Victoria in Future makes one set of projections for Melbourne and regional Victoria and its constituent parts. 

5.4 Populist influences on population projections

Although population projections are generally prepared in a scientific / technical manner, demographers inevitably have to aware how projections are received and used. 

Tom Wilson of Charles Darwin University has shown that state governments have a tendency to project modest population growth or stability in areas, such as remote and rural areas experiencing ongoing population loss. Similar conclusions have been reached by Statistics New Zealand when reviewing their own projections. This is hardly surprisingly. Population projections are closely looked at by communities, service providers, governments and business. Population change is often considered a barometer of local or regional wellbeing. Any projection of ongoing population loss is likely to be seen as the death knell for new investment and understandably greeted with concern.  The other side of the coin, as Tom Wilson and SNZ show, is that projections in strongly growing areas have a tendency to be on the low side.     

5.5 The particular problem of long term projections

Long term population projections are needed by many organisations, particularly national and state governments looking at budgetary policy. Infrastructure and strategic land use planning authorities, such as Barwon Water or the City of Greater Geelong, undertake long term plans and projects with long build times and long term asset life. 

It goes almost without saying, that the longer the look forward the more scope is there for uncertainty and, consequently, the less reliable a projection will be. Although long term trend data on each of the components of population change are available, the assumptions adopted in making projections are inevitably influenced by recent data and current thinking about change. 

Occasionally there are significant and unexpected shifts in trends which result impact on national population growth and / or its distribution. Some examples are:

1. The baby boom and the increase in international migration following the end of World War II took many by surprise. In Australia, maternity hospitals were unexpected overwhelmed. Severe housing and infrastructure lags were a consequence of higher than expected population growth. It took 35 years to finally clear the suburban sewerage lag in Melbourne.

2. The introduction and public acceptance of the oral contraceptive pill in 1971 resulted in a generational reduction in birth rates. The numbers of children in Victoria barely changed over the following forty years. Population projections, particularly of the school age population, were ‘too high’. A positive consequence was that the education system could concentrate on improving the quality of education. The negative long term consequence was an ageing population which has become a major challenge for governments in Australia and overseas.

3. One of the biggest unexpected demographic changes in recent years was the increase in fertility. The former Department of Transport Planning and Local Infrastructure (DTPLI) wrote an informative article about this in Research Matters 67. It points out that the increase in fertility was not predicted by anyone - all population projections had previously assumed a continued decline in fertility that would eventually flatten out.  In fact over recent years there has been a significant upturn in fertility rates that has contributed (along with strong net overseas migration) to Australia’s higher population growth rate – and, longer term, is likely to contribute to higher housing demand.

4. The new era of urbanisation that occurred in Victoria (and elsewhere) over the last 25 years caught many planners by surprise. Inner cities areas of Australia’s capital cities that had been experiencing population losses for generations suddenly had population growth. Plans to close schools had to be quickly stopped and sites found for new schools. Planners, long used to honing broad-hectare development skills, now had to skill up on how best cities should be redeveloped. Later rejuvenation of central areas of larger regional cities such as Geelong became evident.

5.6 Lessons regarding the use of projections in estimating future demand for housing

Perhaps surprisingly, there is good data about most of these components of population change within Australia.  Being a federal democracy Australia collects a lot of population data at all geographical levels to enable fair and transparent allocation of taxes and to ensure evenly populated electorates. Australia has a census every five years, something not done by most other countries. Most of the demographic data used in Australia for projections is of a high quality. Modern computing technologies enable large data bases to be unpacked and made sense of. 

In a forthcoming paper, Lessons from Sub-state Projections, delivered to the 2016 Australian Population Association conference, demographer Tom Wilson of Charles Darwin University has reviewed state government prepared population projections for sub-state regions and LGAs in Australia. He has done so with both the benefit of hindsight and with local and regional population estimates that the ABS has published since the time projections were prepared. His conclusions were as follows:

· Five year projections were better than ten year projections

· Large area projections were a lot better than small area projections

· While small area projections have large errors, for places of more than 100,000 people most projections were within 5% for a ten year period 

· For places under 2,000 people, 60% of projections did not project the correct direction ( i.e. gain or loss) of population change

· For places over 25,000 people, the correct direction of change was projected in 90% of cases

· For areas under 10,000 people, projections were highly error prone. This finding corresponds with similar research undertaken in the UK

These led Wilson to suggest a ‘shelf life’ for projections:

	Place size
	Shelf life of population projections (years)

	<2,500
	3

	2,500 – 10,000
	7

	10,000 – 50,000
	12

	50,000 – 100,000
	14

	>100,000
	15


Source: Tom Wilson, Charles Darwin University
The problem with making population projections is not the data but the sheer volatility of change and unpredictability of unforeseen events. New techniques such as agent-based modelling and probability modelling are being developed but still face the same challenge. The population projections technique (the cohort component method) used by the ABS and the Victorian government is the same as those used across most of the World (including organisations such as the UN, the World Bank and the OECD). To make effective use of population projections, users should 

1. Frequently monitor ongoing changes. The ABS publishes population estimates annually (largely based on international movements data collected at airports and within Australia on Medicare data). This may give an early warning about underlying change. Every five years the ABS publishes the results of a new census and population estimates – for Australia, states / territories, regions, LGAs and suburbs - back to the time of the previous census. This is the time to formally review and renew projections. Also, listen to expert analysis of long term structural change.

2. Closely monitor local changes. New technologies enable much better monitoring of ongoing changes of the built environment – how much demolition, new construction and market interest there is in different suburbs.

3. Don’t be hoodwinked by the numbers in projections! They are all based on assumptions which users need to understand and sometimes challenge. Understand that uncertainty is inherent. In terms of projects and plans, consider ‘what ifs’, even if some might decry them as ‘a bit left field’.

4. Most importantly, always have a plan B and may be a plan C! Planners, especially in local government, need to be particularly wary of places where there is a sudden and unexpected increase in population growth and development. The consequences can be local price inflation, increasing the unaffordability of housing. Faster than expected growth can lead to shortages of local infrastructure and services and a failure to meet planned outcomes.  

When planning for future housing demand (housing need) there are two key approaches can help with this kind of uncertainty: 

· First, to 'lean' on the side of assuming stronger growth overall and in any given market segment. That is to ensure that (within reason) there is scope to meet any unexpected upturn in demand; and 

Secondly, to plan for a diversity of supply types and locations.  Planning that locks in controls based on one set of demand projections is likely to make it very difficult for the market to adjust supply to cater for unexpected changes in housing demand.

6.0 THE RELATIONSHIP BETWEEN POPULATION GROWTH AND THE DEMAND FOR HOUSING AND LAND
The overall demand for housing at the base level, is driven by demographics, i.e. population growth – housing demand and population are connected and heavily influence each other. However, both population and housing growth are at times influenced by outside factors and there is a bigger picture of components of demand that are present within the overall macro (large scale) demand story.

6.1 The fundamentals of Demand

The link between population growth and demand for dwellings

Population is linked to housing demand via the concept of households, i.e. an individual or group of people inhabiting a private dwelling are a household.  It is population growth coupled with household formation that drives the long term demand for dwellings.  

Data such as the Census gives us detailed information on past patterns of household formation. These patterns have changed significantly in Australia over the last 50 years as a result of a combination of demographic, social and economic factors.  For example:

· the ageing of the population has contributed significantly to an increase in the percentage of one and two person households;

· social trends have seen higher rates of marriages breaking up resulting in greater numbers of lone person households and single parent families; and

· economic pressures, including the increasing cost of housing, have children leaving home later and returning more commonly.

Sometimes these types of factors are connected in complex and difficult to forecast ways.  We see more people travelling and a more mobile populace in general, people changing jobs more frequently, commuting for longer periods of time and over greater distances and individuals spending longer periods in formal education or returning to advanced education during their working lives.

6.2 Housing demand: Varying components and considerations

Demand for housing is underpinned by population growth. However, there are a large variety of different components of this macro level demand that mean that the supply solutions required to meet this demand are far from simple or homogeneous.

Generally speaking, macro level demand, which is sometimes referred to as ‘underlying demand’ for housing is driven by population growth – a combination of natural increase and migration.  This demand is looking for supply locations.  Very quickly the supply options available can be broken down into types.

Once of the first locational decisions that comes into play is the ‘place vs space’ trade-off.  Most households are looking for the highest levels of amenity, whether it is access to schools, shops, employment, entertainment, open space or a myriad of other attractors.  This generally results in the highest amenity places not only being the most expensive, but the demand for dwellings usually ends up with increasing densification.  Regardless of this, many households, for their given budget, are prepared to trade the amount of space they can afford for the features of the place (location) they will live in.  For others, the attractors may be the opposite of the previously listed urban amenities – some people want lower stress, lower population and more space.  Apart from the very rich, this usually means moving to the fringes of urban areas or beyond.  This trade-off may be done very willingly or it may be economic. Large metropolises like Melbourne and at a smaller scale cities such as Geelong, are shaped by this mid-level expression of demand – the more desirable and expensive housing is usually closer to the city centre, the most affordable housing is on older outer suburbs, new housing – usually separate houses with land – are expanding the fringes, and ex-urban towns are offering a different lifestyle option while staying connected to the city.

Stepping down the scale again to small area level demand, there are a huge range of factors that differentiate the choices households make about where they want to, and where they are able to live.  Suburbs and towns that outwardly may appear interchangeable, are still all unique in some way.  Access to transport, jobs, education etc all vary by location and various components of demand will be looking at these sometimes subtle differences in order for its needs to be met.

Finally demand varies greatly according the great many different decisions that each household is making – the housing market is in fact very complex, even if the variety of housing forms usually on offer can be summed up into three simple dwelling types (separate, semi-detached and apartments).

In this section we will explore the broad drivers of demand for housing and highlight the key demographic trends that influence demand including the trends that underpin population and household growth and change and the complexity of understanding demand at the small scale level.

Metropolitan dwelling growth

State and Local governments can and do influence the specific locations where the housing demand resulting from population growth will be met, through the metropolitan and local planning frameworks that encourage, allow or restrict additional dwelling construction within given areas.

As stated above, the high levels of population growth forecast for metropolitan Melbourne means that housing demand pressures will be felt across the region.  

In the absence of planning restrictions on housing development this demand is likely to be concentrated in areas of high accessibility and amenity.  There is ample research that indicates that demand for housing will be greatest in locations close, or with good transport access to, major employment clusters (and in particular to centres with a diverse mix of higher income jobs).  Such locations very often also provide access to the widest range of facilities and services.  In Melbourne, this translates into high demand (and prices) for housing that has good access to the Melbourne CBD - and to a lesser degree to other major activity centres and employment clusters.    

However, within the established areas of Melbourne planning policies mean that there are differing levels of opportunities for new housing supply to meet this demand.  When these limits are reached, prices can rise sharply and demand is most commonly redirected to an adjacent area.  In this way, demand generally cascades out from the most accessible and desirability areas to areas that have somewhat lesser accessibility or amenity. 

In a large and growing region such as greater Melbourne price pressures and limitations on the availability of differing types of housing will mean that metropolitan demand will, to differing degrees, be spread across virtually all areas and beyond, spilling into the ex-urban areas and nearby regional centres.

The individual housing demands of households and people flow across the metropolitan region from the most sought after locations until they are able to find a location with dwellings that meet their needs and capacity to pay.  If a household cannot afford to access their preferred location or style of housing, they look for an acceptable substitute - either a (usually) smaller and therefore cheaper option in the same area, or a cheaper (but 'ideal' sized) option in a nearby area.   For those households with a strong preference for detached housing but limits on their ability to pay the big choice is often to 'build your own home' in a ’broad-hectares’ area such as Melbourne’s growth areas.  

In summary, where there is housing demand driven by population growth, the development industry will seek to respond and provide some form of housing supply.  The key control on this supply response is the planning system.  There is a feedback loop between broad scale demand and supply and between supply and what planning policy allows.  An unfettered supply is likely to cause localised social and economic problems and ultimately a community backlash.  Equally, controls that are too tight will cause problems of a different kind by restricting housing choice, adversely affecting housing affordability and diverting demand to adjacent or alternate areas and if pushed to extremes, limit economic growth, increase housing stress and could add to homelessness. 

The interrelationships between demand, supply and the limitations imposed by planning policies further add to the difficulties in forecasting both demand and supply at a local level. Generally speaking demand and supply are more difficult to predict with precision, the smaller the local area is that is being considered. 

At the broad scale, there is choice and diversity of housing stock across a range of sub-regional and local areas.  It is this diversity that helps provide accessible housing choices to the general populace. As we look at progressively smaller areas - sub regional and local (LGA), the risk of reduction in effective housing choices grows and a conscious policy response to increase the diversity of housing options will be crucial in catering for ongoing demand.

It is important to note that household changes do not necessarily require a new dwelling. Census data shows that across Greater Geelong around 14 per cent of people
 moved to a different address in the year prior to the census and around 38 per cent moved residence in the 2006 to 2011 inter-census period.  Over the same 5-year period, housing stock only grew by about 9 per cent or 1.7 per cent per annum.  Households are constantly churning and adjusting their housing choices.  There are many reasons for such moves - sometimes it is to find a better dwelling or to down or up size while sometimes the household has no choice but to move, such as when a landlord increases the rent or sells a rental property. This churn in the market adds a degree of flexibility - there are many more housing choices available than just the new dwellings being added. There is not a lot that governments can do to control this churn, although taxation policy can influencing housing transaction decisions to some extent. 

Regardless, it is important to understand that in any period the total demand for dwellings is met only in part by new housing stock and that net population growth is only one of the drivers of demand for dwellings.

Regional Growth – Geelong’s role

While the City of Greater Geelong sits adjacent to the metropolis of Greater Melbourne, Geelong also has a historical and ongoing role as the major centre for south west Victoria. 

In many ways Geelong is a big enough city that it acts as a mini-metropolis, with a CBD, older inner suburbs, post-war expansion suburbs and modern high amenity subdivisions rapidly expanding the boundaries of the city. There are even areas of post-industrial regeneration and repurposing going on, and the steady revival and gentrification of higher amenity suburbs, as seen in most OECD cities around the world.  

Greater Geelong is also home to rural land, and a variety of towns, with differing roles – Lara is quite different from the Bellarine towns which have dual roles as holiday destinations and home to year-round residents.

There are also key settlements outside the jurisdiction of the City of Greater Geelong that are intimately linked to the municipality. In particular Torquay in the Surf Coast Shire and Bannockburn in Golden Plains, offer lifestyle (Torquay) and affordable/semi-rural (Bannockburn) alternatives that supplement the housing choices for the regional population.
While Geelong sits adjacent to greater Melbourne, which is more than 20 times Geelong’s size by population, Greater Geelong is by no means subservient to Melbourne in its population growth. In fact Geelong gains population from Melbourne overall, and it gains from all other sources of migration (within state, interstate and overseas). 

The role of Greater Geelong in providing for future housing demand

The Victoria Planning Provisions (VPPs) provide the statutory framework for planning in Victoria. Two clauses indicate the context for regional population growth. 

Clause 11.04-6, “State of Cities”, specifies the objective:  

“To maximise the growth potential of Victoria by developing a State of cities which delivers choice, opportunity and global competitiveness.”  

It identifies the following strategies: 

· a permanent urban growth boundary around Melbourne 

· re-balance Victoria’s population growth from Melbourne to rural and regional Victoria

· integrate metropolitan, peri-urban and regional planning implementation 

· improve transport links between cities. 

Clause 11.05, “Regional Development”, specifies the objective:  

“to promote the sustainable growth and development of regional Victoria through a network of settlements identified in the Regional Victoria Settlement Framework Plan.” 

This Regional Victoria Settlement Plan identifies a hierarchy of ten regional cities and seventeen regional centres, very much reflecting the existing size and function of cities and towns in regional Victoria.  

To achieve regional population growth, people have to be attracted by good employment and living opportunities. The aim is to redirect urban growth, provide services for increasing populations and promote transport links. 

In 2011, the Victorian Government established a process to develop regional growth plans for each of eight regions in Victoria.  The G21 strategic planning process, established well before 2011, became the regional growth plan for the Geelong region. The growth plans provide broad direction for land-use and development at a regional level, to plan for future growth.  They are aligned with strategic planning at a local and regional level and are built into the planning framework through the VPPs. 

A critique of the regional growth is that they lack any teeth to present a real alternative to Melbourne:

“The regional growth plans, while useful documents, do not seek to rebalance growth from Melbourne.  They are primarily descriptive and continue business-as-usual approaches instead of interventions to achieve alternative futures.  While the policy objectives are sound, the plans do not constitute regional policy; the implementation measures are vague and unmeasurable and there are no population targets.  The plans are heavy on principles, but light on actions.  They rarely make specific recommendations for improved passenger rail links, or other implementation measures to support rebalancing growth (Inter-city: how regional rail can be-balance population growth and create a state of cities in Victoria, Rail Futures Institute, 2016).

Regional Victoria faces the added challenge of competing for investment and growth with, what is independently judged to be, one of the most liveable cities in the World. Whether Melbourne can retain that status whilst growing with another three million people by 2050 remains to be seen. But around Australia and many other parts of the world there is a growing economic gap between large city regions with advanced services and fast growing economies (principally Melbourne and Sydney in Australia’s case) and slow growing regions with older and narrower economic bases, older populations and little  in-migration. Geelong’s proximity to Melbourne is therefore a big advantage. It can enjoy easy access to the range of services and opportunities that Melbourne offers yet has specific cost and lifestyle advantages over Melbourne.

Drivers of Sub Regional Housing Demand within and around Greater Geelong.

In looking at demand in Greater Geelong and the surrounding areas (in particular the eastern parts of Surf Coast Shire and Golden Plains Shire), there are three types of factor that need to be taken into account:

· The regional pattern of demand driven by strong population growth and local level migration; 

· The changing nature of development in Geelong solidifying into the broad-hectares development, infill and redevelopment and the hierarchy of roles of different towns within Greater Geelong; and

· A number of non-population and non-housing factors that are influencing demand.

Demand from strong population growth

While Greater Geelong is growing as a whole, and we have seen that both natural increase and migration are the drivers of this growth, within the region there are some clear patterns and hierarchies that exist and new ones that are emerging.

Coming out of the low growth period in the 1990s, Victoria’s growth has been much greater since 2000.  In the mid to late 2000s, the Greater Geelong region also saw increasing growth, but the planning work, particularly for new broad-hectare land, was falling behind.  This growth and the ‘sea change’ movement saw increased pressure in the region, as evidenced by the rapid growth of Torquay in Surf Coast Shire, and most Bellarine Peninsula towns within Greater Geelong.  Not only were dwellings being added, but mostly vacant holiday homes were being lived in year-round.

Together with natural population increase, the net demand for housing in Greater Geelong has been increasing.  Additionally, patterns of movement in and around Geelong show migration into and out of Greater Geelong from all internal migration sources.  From 2006 to 2011, Greater Geelong was a net gainer in all internal migration categories – from the Barwon region, Regional Victoria, Greater Melbourne and Interstate.  

This is just a further indication that overall demand is complex and multi-faceted.  There is also a level of demand where people move locally that is not picked up by Census data – this just adds more transactions and more demand for housing that the net figures do not reveal.  

Changing nature of development

A big effort by State and Local governments has seen Armstrong Creek become a major answer to the increase in demand, but it has not been the only change in this region. Strong demand has also led to incremental increases across the Bellarine Peninsula and to the north (Lara) and west (Bannockburn) of Geelong. At the same time, infill developments, and redevelopments within Geelong have contributed to its capacity to meet rising demand.

This calls into question the intended roles for these locations – is it expected that towns on the Bellarine Peninsula will continue to add land ad infinitum, or will there be planning controls put in place to ultimately limit growth  with a view to protecting the seaside-village nature of these towns? Is there a role for additional major land release areas to supplement/compliment Armstrong Creek, or should this land timed to come on stream only when supply begins to deplete in the south? 

To what extent are there opportunities for major redevelopment, and mid-scale and ad-hoc infill development within the established areas of Geelong and the towns of the Bellarine Peninsula? Over the last decade has seen the development industry in Melbourne progressively provide mid-scale higher density developments and there are emerging markets demanding the amenity of location (transport, shopping, jobs, education, and entertainment).
Also the impact of the key settlements in Torquay and Bannockburn will impact on Geelong’s share of demand. There is even potential for Geelong to gain some of the movement into these areas, if comparable housing choices (product or price) are available within the boundaries of Greater Geelong.

And finally looking back at Melbourne, the level of land supply and rates of consumption across the outer west of Melbourne will impact Geelong’s future demand for housing. Any bottlenecks or major new land releases could have significant impact on precisely where the continuing demand for housing will be satisfied.

Non population or housing factors

The Greater Geelong region also has many factors affecting demand that do not relate specifically to population growth or resultant housing growth. The relative attractiveness of areas is influenced by amenity - whether that is access to jobs and education opportunities, access to good transport, community services, parks and recreation opportunities or even access to the protected areas that border the outer edge of the eastern region. Sometimes it is simply the proximity of family and social networks that cause people to want to live in a particular area. These kinds of attractors add to the desirability of an area and will attract more population growth than areas that lack these levels of amenity.

The proximity to the Surf Coast and the well-known natural amenity of the Bellarine Peninsula, with access both to Port Philip Bay and the ocean beaches, have long been attractors to this region. In addition to this natural amenity, physical factors such as the improved rail connection Melbourne and the Princes Freeway, including the Geelong bypass increase the physical connectivity, and hence desirability of Greater Geelong.  Improvement to congestion in western Melbourne (rail and road) will further enhance this. Added to major tertiary education institutions, many very attractive secondary schools, and hospitals, all these factors act to increase the desirability of Greater Geelong as a place for a variety of people to live.

A further dimension to sub-regional demand is the different effects on localised demand that different parts of the region will have. 'Competition' is not really the right word, it is more about trade-offs that households looking for homes will make. This simply adds another level of spatial unpredictability in the demand-supply loop. Adjacent supply (i.e. in different LGAs) or similar supply in a municipality in a different part of Melbourne, another regional city or a different town within Greater Geelong, may be effectively substitutable for households. Within a city the size of Geelong, there are even substitutable choices within different parts of the city itself.  Thus it comes down to that great unknown: 'choice'. Sometime these choices will be hard to define and sometime they will relate to characteristic of a particular area that are not directly connected with population or housing factors.

Finally the fact that this is a region with a substantial population already, means there is a lot of demand created from within by newly forming household who want to remain in the area that they know and are happy living in already.

All of the factors previously mentioned drive high level demand at the regional and sub-regional level and in turn these drive demand at the local (municipal) level. However, there are specific issues relating to demand for housing at the municipal level and within a particular municipality, that also come into play.

6.3 Layers of complexity in Demand for housing

When it comes to population growth, demand for housing, and land supply, Greater Geelong pretty much has everything – we have a whole city with an established core and growing fringe, small towns with varying functions, and rural land as well as a major metropolis Melbourne and two different kinds of growing towns (Torquay and Bannockburn) all adjacent to the municipality.

Housing markets are not a simple case of supply and demand – house hunters will attest to the difficulty in finding the right home to meet all your needs and many compromises are made along the way.

Demand for housing at the small scale (local or micro) level is heavily influenced by available supply, the behaviour of housing markets and underlying social changes.  Thus, there are many layers of factors affecting small area (LGA and suburb) and micro level (smaller than suburb) demand that need to be considered:

· Housing demand is complex; there are known patterns of development and supply and demand, but every area is different and particular mix of opportunities and constraints influences not only supply by both the quantum and composition of demand;

· Within this complexity, there are further layers of change in historical patterns. In the 20th Century, both households and suburban development used to have fairly well defined ‘life-cycles’.  Now however, there are broadening choices and changes in household formation and increasing diversity in suburban regeneration.

· Part of this complexity is the fact that there is a lot of demand that is 'churning' in the housing market.  It is looking at the whole of housing supply, where the majority is in fact existing housing stock.  Planning for dwelling growth is only catering to one segment of demand.  The larger segment (i.e. existing supply) is largely out of the control of government planning; 

· Demand is affected by the composition of supply.  In areas heavily dominated historically by one housing type (i.e. separate dwellings) this dwelling type becomes a de-facto "one size fits all" solution that may not necessarily well-suit all types of households, particularly as household formation changes, and older areas begin to redevelop. This can limit future housing choice.

· At the micro level the supply types we know about (e.g. separate houses, townhouses, flats and apartment), are different and only to a limited extent are they substitutable - there are many other factors (e.g. size, land, condition, street location  etc) influencing demand at this level, and the lack or surplus of given supply types will influence local demand.  

· Further to this issue is the general issue of availability of these various housing types in the existing and new housing markets, at any given time - the composition of housing stock that becomes available can influence demand due to temporal (time) effects, price differentials or other more random demographic or market forces.  This influence can pull in demand or push it out from/to different locations or it can pull forward or hold up demand.

· Ex-urban areas are usually extensively 'buffered' from sub-regional demand when large Growth Areas sit between them and the established parts of Melbourne. However, this may not always be enough to prevent still strong demand for housing in these areas and can present significant challenges if supply is constrained in the Growth Area.

· Other lifestyle or economic factors.

6.3.1 Complexity

There are many factors that will influence the specific location that demand for housing will target, and there really aren't any 'rules' to how this demand will manifest at the very small scale. The traditional life cycle of suburbs (broad-hectares development, young families, ageing, empty nesters, retirees, regeneration) is still at play, and is generally most strongly held up in areas that are going through their first cycle of urban development. However, once an area has been established for a few generations, we start to see each of these factors re-emerging in different locales - the timing of these factors is not necessarily linear and we can have many of these factors going at the same time. With this sort of complex urban development and redevelopment happening, it is difficult to predict the manifestation of demand at the micro level (i.e. small areas within suburbs and LGAs). In a city such as Geelong, we have the full range of urban forms in one LGA – so at the same time a broad-hectares development is happening, so too is urban renewal.

We can analyse the demographic characteristic of a micro level area but the extent to which existing demographics is a predictor of the desirability of a very small area for future demand is largely unproven. All areas are subject to both influences of migration and ageing-in-place. Where in-migration is dominated by young households, an area may appear to be 'getting younger' and attractive to these young adults or families. However, from day one, the area is also ageing, and the families get older, attendances at kindergartens and primary schools is one of the best early indicators of this. So, after 10 or 20 years, an area that attracted young families now has middle-aged families and empty-nesters - the future might look like this area is heading to be an 'old' suburb, but regeneration can occur, mixing up the demand once again.

Any area that has undergone regeneration is a mixture of young and old, established and new, working locally or commuting and so on.

The implications for planning for this diverse demand is once again, not to be focussed on trying to cater for every permutation of household demand, rather to focus on strategies and policies that encourage a mixture of development and redevelopment that allow the demand to 'sort itself out'. Providing a wide range of options in terms of dwelling type, affordability, accessibility is most likely to provide for changing housing needs and maintain and encourage diversity. 

6.3.2 Household Life Cycles

The type of households that people live in and changing preferences over time affects the way in which a population changes.  As people grow from children to adults and into old age, they change the type of households that they live in.  The traditional path has been to start as a child in a family household, move into a group or lone person household as a youth, becoming a part of a couple relationship within 5-10 years.  Rearing of children is followed by an ‘empty-nester’ period and ultimately being a lone person, as partners die.

Understanding the changes that people make at different ages in their life, and the different types of housing they are likely to consume at those life stages is an important factor in forecasting future population and household types.  The life-stage which the majority of households in an area are going through gives an insight into its location in the suburb life-cycle (see below), and the likely life-path of those households in the future
.
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This demographic data, when we dig far enough into it can tell the difference between, for example, single person households are young, middle aged or older.  Households at these different ages are likely to have differing economic positions and needs.  Young people are often more concerned with location than space, middle aged lone person household may be looking for more space for part-time kids, older one person households are likely to want to retain space for visiting family, but perhaps lower maintenance.  

This example of just one household type will for just part of the increasingly diverse and specific demands that are developing in our communities.  The implication is that the demand for these different types of housing may be met somewhat by the existing housing stock, but will likely result in new and different planning and land requirements to enable this more diverse housing to be made available in the future.

6.3.3 Suburb Life Cycles

The dominant household types present in a suburb or town - where the majority of the populations sit in the household life path – dictate, in part, the role and function of the area.  This is shown by its place in the "suburb life cycle". 

New (‘broad-hectare’) areas are typically settled by young households (young couples and young families, perhaps some mature families).  As the families grow and mature, household size increases.  After initial rapid development, most households "age in place", with slowly shifting demand for services, facilities and dwelling types.

As households age further and children begin to leave home, the average household size decreases, resulting in more empty nester (two person) households, often still living in large family homes.  Family breakups can also result in single parent families and lone person households.  If a suburb can't attract young families back to the area, it slowly becomes populated by older couples whose children have left home and older lone persons whose partners have died, usually resulting in declining population for some time.

Alternatively, if a suburb is in a location close to economic drivers of change, it may be able to attract families to move back into the older dwellings in the area, increasing household size and population again. This will generally happen sooner, with less loss of services if the area has a diversity of housing options suiting a wide variety of household types.  Empty nesters are likely to downsize into lower maintenance properties, freeing up larger format housing for families to move into, and continue the cycle again.  The loop in the diagram represents the process of sustainability of an area, if it can attract families back into older housing in the area.  Depending on the proximity of an area to work and education it may also attract young lone persons and group households.  

Generally, more diverse communities are more sustainable in the long term, as they are able to maintain a range of services and facilities useful to all age groups. Certain policy responses can influence the suburb life cycle in different directions
.
Coastal township settlements tend to present a very different history of development –with many beginning as mainly vacation spots that were very sparsely populated in the winter months.  Over time, some lifestyle and retirement migration has increased the year-round and week day populations and small scale infrastructure (shops, primary schools) arrive to support this population.  Since the impact of the sea change movement and the decreasing cost of commuting have taken effect, many of these coastal town have significantly increased their ‘usual’ population and the proportion of vacant homes has declined. More services are demanded by those who enjoy the amenity of coastal living.  These town, however, do not get a reprieve from dealing with the huge population fluctuations, and are usually inundated with non-resident visitors throughout summer, all placing a huge demand on local infrastructure.  These areas are now coming under increasing pressure to add new suburban-style subdivisions to cater for growing demand and their role, character and likely future development cycles are all somewhat ‘up in the air’.

6.3.4 Churn

At the small area and micro levels of the housing market, there is considerable churn.  That is, there are many houses being bought and sold and rented that do not result in a change in housing stock.  Demand for dwellings is constantly rearranging itself as stock becomes available; there is a large 'hidden' capacity for the market to sort itself out.

While the housing market is churning, so too is the composition of the population that is driving demand for dwellings.  Some of this change within the population does not relate specifically to net changes in numbers of people or households, and so it may not look like changing demand for net housing stock, but it can result in a change in demand for different dwelling types. 

This is evidenced by the number of rentals and sales that occur each year, compared to the net increase in households and dwellings. From 2004 to 2012, on an average annual basis in Greater Geelong, there was a 378 new additional dwellings, 2,400 dwelling sales and 2,100 rental turnovers/additional rentals. The issue of planning for net growth in dwellings needs to be viewed as supplementing the existing housing stock, not as isolated additions to housing stock (which is much more appropriate in broad-hectares locations).

For example, in a given area, two single people may form a couple and want a larger home, here the number of households decreased by one, but there is demand for a different dwelling.  Alternatively a couple may have a child or second or third child and similarly look for a different home without changing the number of dwellings needed.  There is demand for a different dwelling but not necessarily an additional dwelling.  Or an empty nester couple wants to downgrade to a lower-maintenance property.  Once again a housing transition occurs without a net change in dwelling stock.

Additionally, caution must be exercised when looking at the connection between household types and dwelling types from the Census, particularly when drawing inferences about 'expressed demand' or 'housing preference' and ‘housing need’.  There are two key issues that must be understood when considering household demand for particular dwelling types:

1. The choices of the past have been limited (to varying degrees) due to the overwhelming majority of stock being only one type, namely separate houses on a large suburban lot.  While there are clear patterns of household size and type and dwelling size and type preferences, this data (usually from the Census) really tells us nothing of any unrealized demand for different dwelling types due to a lack of supply. 

While recent years have seen the necessary increase of medium and higher density housing forms these forms have not been popular in the past when cheap land and housing was readily available.  Many housing markets around the world show that the large separate house is not necessarily the only way for families to live.  But for the last 60 years or so, it has been almost exclusively what the market has offered across Victoria. 

It is impossible to say what latent demand exists within the housing market for alternative types of dwellings, however the best evidence we have that there is some, if not a lot of demand for these is the recent strong levels of infill housing and redevelopment across the Melbourne metropolitan area.  We are now seeing the types of housing constructed that were in the "it will never happen" too-hard basket, less than 10 years ago. 

2. Secondly, the specific circumstances of each household, and thus the type of dwelling it demands, is not indicated by simply looking at the household type.  Specific examples of this are small households that want or need a larger dwelling.  This might include an elderly couple or single person household who do not want to move for sentimental reasons, or cannot afford the transaction cost of downsizing.  It might include a single parent whose children spend most of their time with the other parent, but additional space is required for visiting weekends.  Conversely there are social trends such as co-sleeping where young families choose to share a bedroom and a bed for years after when traditional demand would suggest they need extra bedrooms.

At the large scale level, these nuances are masked by the large numbers and general trends.  However, at the local level this complexity and diversity mean that the numbers we have today, do not necessarily give a detailed picture of future demand.

6.3.5 Supply differences - composition

We know that macro level demand is driven by population change and supply is driven by the opportunity to develop/redevelop existing land, but one key concept relating to supply, is that all supply is not the same.  By that, we mean that just about every dwelling is unique in some way, whether it be size, condition, location on the street, location in the apartment block, location in the suburb or town or municipality, what is next door or above or below or across the road, the land size or yard size, how busy the street is, how close the nearest bus stop is and so on. 

While this may be obvious in terms of dwelling characteristic (and is clearly a marketing tool for the real estate industry), the implication for strategic planning relating to housing demand is that there is once again a large level of uncertainty.  At the macro level we can understand housing demand, driven by population change, to require certain things: services, proximity to schools, work etc.  At the micro level, these broad characteristics are all able to be met equally (or at most a few minutes difference in time to access).  The micro level drivers of demand, however, are different street by street and house by house and it is almost impossible to predict the future level of demand through analysis of existing demographics.

Prediction is difficult, but undertaking planning that allows, enables and encourages diversity is usually a highly achievable practice for governments and creates the right environment for the industry to cater for the many nuances in demand that exist in today’s housing market.

6.3.6 Supply differences - availability

Following on from the capacity of the existing housing stock to cater for demand, is the issue of this stock becoming available or accessible and what the composition of this available stock is.  The specific availability of certain types of supply, which may become available randomly, more or less at different times, can pull in demand from other possible locations or pull forward demand - i.e. creating new opportunities for household formation.  

An example of this is when an older suburbs sees house prices dip below average, thus becoming more attractive for younger or lower income purchasers or renters.  This can result in a boost to demand in this area, pulling in households from other relatively more expensive areas, or areas with less availability of supply and potentially encouraging new household formation, such as when adult child decides they can afford to move out on their own or in with a group of friends.

Conversely a lack of available supply usually not only pushes prices up and affordability down, but it can cause demand to be backed up (pent-up demand) or be deflected to other locations with available supply.  An example of this has been seen in the north of Melbourne in the adjacent Growth Areas of Whittlesea and Hume. Since the early 2000s, growth has moved from Hume to Whittlesea as Hume’s land stocks dwindled and the planning for Whittlesea’s supply came on line.  With additional land in the pipeline in Hume and Mitchell South, this demand is likely to swing back as land in Whittlesea is consumed.

6.3.7 Buffering from Growth Areas

The effect of population growth and demand for dwellings in ex-urban (peri urban) areas spilling out of the rapidly growing metropolitan area has been discussed in this report.  Migration patterns and population growth data shows us that this is a clear trend in all areas surrounding Melbourne except the fully protected north east and Yarra Valley and to some extent the Mornington Peninsula.  Despite this spilling of growth, these peri urban areas are in fact heavily protected from a lot of demand by the Growth Areas themselves. 

These huge multi-fronted development areas absorb a lot of demand – they act as big ‘sinks’ for excess demand. This was particularly evident in the later years of the first decade of the 2000s. This buffering protect the mostly rural and small-town peri urban area from dealing with metropolitan scale development… for a time.  We are now seeing Moorabool, Mitchell and Baw Baw in particular have to deal with the coming waves of suburban expansion. 

Greater Geelong has been partly buffered by the large scale development in Wyndham, and migration patterns show even Melton take a significant share of growth from Melbourne’s west. However Greater Geelong is probably more advanced that the other peri urban area, most likely due to the enhanced attractiveness of Geelong being coastal and having a large regional city with just about every service you could need. By the same token, Geelong has always been an attractor within its region and particularly once Armstrong Creek got off the ground, has been better placed to deal with higher growth.

The key issue here is to understand that the Melbourne Growth Areas may not always be available to act as this buffer.  There is strong demand out there now, and projected for the future, but just where that demand finds a home will depend on just where the supply is available.

6.3.8 Other lifestyle or economic factors.

Even harder to quantify and determine their direct influence are other social factors such as the economic cycles – both at the macro level and personal or household level and changing lifestyle preferences.

Macroeconomics, whether the economy is doing well or poorly, will influence both sentiment in the housing market, and the amount of available 

6.3.9 Key Issues

Population growth is the major determinant of overall household growth and therefore housing demand. Total housing demand within Greater Geelong will largely be influenced by overall population growth and, in particular, migration.

Dwelling demand is not solely generated by additional household growth, it is a factor of household lifecycle changes, preferences and needs, and additional dwelling demand will be generated via down/up-sizing, changing tenure (i.e. rental to purchaser) and net intra-national migration. 

As demand continues to diversify over time (social change and ageing of the population) it will be important not to rely solely on past trends of demand as a guide to the future.  This will be particularly important in planning for a variety of dwelling type options, both in terms of dwelling size and built-form.

Greater Geelong already has every type of urban form (inner, established, broad-hectares, townships, rural) and thus has great potential to cater for this diversity and complexity of demand.

Demand in Greater Geelong may be influenced significantly by the availability of supply in Melbourne’s west.

Housing affordability and diversity of housing stock will be a major determinant in terms of realised projected housing demand.

6.4 The Critical Factor - Supply
There is something of a theme running through many of the factors affecting demand.  While the gross amount of additional demand for housing is largely driven by macro level population growth and then patterns of migration, the actual satisfaction of that demand depends on supply.

When talking about housing and land supply it is critical to understand that this supply itself is complex and multi-faceted.  The timing, location and type of supply can influence demand.

6.4.1 Supply of total additional dwellings across all areas

Firstly there is the net total additions to housing stock across all areas or parts of an area.  

There is significant elasticity in demand.  That is households and individuals can bring forward or hold off their housing decisions to large extent, although not completely.  Choosing when to move out of home, move in together or choosing to renovate or move to a larger residence allow flexibility in the market.  However, need to find a place to live because of a job or education or a landlord asking you to move out mean there are many choices that are forced.

So while there is flexibility in the market, as the population grows there is a need for the numbers of dwellings to increase as well.  In effect the net additional housing supply becomes a part of the spatial expression of housing demand.  (The other way housing demand is expressed spatially is via change in an area – such a coastal area with high rates of unoccupied dwellings transitioning to higher rates of occupancy – there is change regardless of the net change in dwelling stock).

It is important to understand both of these components, but total dwellings supply is the area that is able to be more effectively impacted by strategic planning and policy.

6.4.2 Land supply for new development

New dwellings require some sort of land.  This is not just large broad-hectares sites on the urban fringes, but it is also small scale infill sites, replacement dwellings, brownfields redevelopments of former industrial land or greyfields development of former or current commercial or retail spaces.  Regardless of the type of land supply, a site is always needed to provide for additional housing, which in turn caters for the growing population.

Thus the monitoring of land supply and planned and potential new developments is critical to the ongoing process of planning for growth and working to ensure the development industry has the base resource – i.e. land supply – to deliver housing to the community.

6.4.3 Supply of specific types and sizes of homes

After the issues of total land and housing supply comes the issue of specific types of supply.  Different types housing supply appeal to or are demanded by different people and households.  This is not just the dwelling structure types (separate houses, semi-detached and apartments) but also the size of the dwellings and the land or open space that goes with the dwelling.

Demand is diverse but homogenous supply types can have the impact of either deterring certain sectors of housing demand or re-shaping demand over time, to where housing preference tends towards the available supply.  For example, in areas where only separate family homes are available, they are consumed by each of families, couples and lone person households alike.  In high density cities such as Hong Kong, even families are left with little choice but small apartment living.

Most suburbs and towns in Australia are dominated by large separate homes.  This dwelling form remains population with families, however, as infrastructure costs rise and society demands an increasing diversity of dwelling types, there is a need for higher density alternatives.  There is only a limited impact that all new dwellings can have year by year: around 2 per cent per annum is added to the total dwelling stock.  Nevertheless, over longer periods of time, as the dwelling stock changes, diversity increases.  Planning can get ahead of the game by allowing for a wider range of housing stock within areas – early on one type may dominate, but later the demand may be there for different built forms.  For example, later in the life of a large suburban development higher density dwellings are now being included around neighbourhood centres and at transit node, a few early-adopters taking up well located apartment living and start a trend that ‘takes’ off.

6.4.4 Supply of a variety of homes in varying locations

As well as overall diversity in housing stock, it is also important to ensure diversity of dwelling types within specific locations.  Most communities recognise the strength of diversity in their communities.  If the dwelling supply is overly dominated by one dwelling type, this will influence demand by attracting similar types and ages of households.  This can lead to a lack of diversity in these locations, which can also lead to temporal issues with service provision.  For example, broad-hectares suburb often have peak primary school population that drop to less than half within 15 to 20 years.  Regeneration may occur later, but there may be decades of underutilisation – or with a lack of foresight schools that will later be needed for second and third waves of families could be closed and the land sold off.

The greater the diversity of housing stock in an area, the more likely there will be a diverse community.  Sometimes for developers doing what they know best is easiest and that is large separate family homes in broad-hectares locations or small apartments in inner suburbs.  While these products will sell, they may be contributing to localised areas which lack diversity.

Diverse housing stock also allows people to make different housing choices later in life and remain within their neighbourhood, and keep connections with family and friends.

6.5 Other Factors

Housing demand is also influenced by a range of other factors that are not demographically driven or related to urban structures or lifestyles.

6.5.1 Locational advantage/disadvantage

Certain locations gain advantages or disadvantages relative to each other, either from the outset, due mostly to their specific location and over time, as certain services or other attractors come and go.

When any area is first settled, the proximity to critical services such as transport connections, education and employment opportunities is established.  The relative location to other attractors will also come into play – high amenity natural environments for instance often lead to settlements in relatively remote places.  Some of these factors can change over time and sometimes for the better and sometimes for the worse – the location of a major employer might add to the advantage of a particular place, but houses too close to a noise industry may suffer a relative decline in overall amenity.

There are also a range of factors that change over the long term that also influence the amenity and thus demand for certain areas.  Inner suburbs of our major cities were once ‘working class’ areas and thus some of the poorest neighbourhoods in Australian cities.  However, over time the proximity to inner cities, often higher paid jobs and recreational zones led to increasing demand in these areas.

Locational advantage is usually associated closely with land and housing prices.
6.5.2 Function of places (town/location hierarchy) – lifestyle vs need (commute)

Different towns (and suburbs within cities and metropolises) often have different functions.  Some towns are larger enough to have local jobs and retain a lot of local population in the day time, however others see large numbers of residents needing to commute out of the area for work.  Some towns have strong seasonality to their working population – coastal towns and those near the snow fields see temporary populations swell their numbers at peak time, but they cannot retain these populations during the winter (or summer) months.  Each of these areas’ functions will affect the demand for housing.  Choices and compromises will be made by different households.  

6.5.3 Size (place vs space)

One of the most common trade-offs is Place versus Space.  While some households aspire to small scale living e.g. the tiny house movement, most are looking to rent or purchase as much built space and a decent amount of open space, as they can afford.  Usually the largest land and dwellings are either the most expensive in an area or are located further away from other attractors – so a trade-off is made and households decide on the better place, or the more space.  This trade-off is not so difficult for some households who value one so much more than the other.

6.5.4 Affordability – price

Housing affordability usually the main determinants of where demand can find its home.  So much so that we have addressed this issue in a separate paper.

7.0 ONGOING DATA AND INFORMATION ISSUES
Finally it is important to note that the timing of the preparation of this report is important.  While a Census was taken in 2016, the first results will not be available until mid-2017 and the full details required to undertake population analysis and projections with a new base will not be available until 2018. The ABS publishes annual estimates of population which are used by Commonwealth and state governments for funding purposes. Such inter-censal estimates rely on a range of administrative data although at the local and regional level, the most important source is Medicare records. Following a census the ABS will revise and then finalise its 2016 population estimates as well as estimates back to 2012, the year after the previous census. 

7.1 Timetable of important ABS data releases

	Date
	Data released

	30/3/17
	Local government and regional preliminary population estimates for 30/6/17. 2015 estimates revised. But both estimates still based on 2011 census

	17/4/17
	First release of 2016 census data, but only ‘key’ person, family and dwelling characteristics for states and capital cities

	20/6/17
	Wide range of 2016 census data for small areas such as suburbs, local government areas and regions. Includes community profile data. Table builder will allow users to create customised tables 

	12/7/17
	2016 census data packs available for all areas

	28/7/17 
	Preliminary 2012-2016 population estimates for SA2s and local government areas, based on 2016 census. NB this will enable an up to date review of recent population trends

	17/10/17
	2016 census data on employment (at place of work), qualifications and mobility (internal migration) data. NB This is the trigger for revising population projections

	2018
	Microdata and Social Economic Index for Areas (SEIFA)

	?/8/18
	Final population estimates for 2012-2016. Likely to be only minor change from estimates released on 28/7/17.

	Late 2018
	New ABS population projections for states, capital cities and rest of states, based on 2016 population estimates

	Late 2019
	Household and family projections based on 2016 census


Most of Australia’s five-yearly Censuses brings us new and surprising stories of changing trends or unexpected behaviours, preferences and demands in the community. 

The ongoing monitoring of Victoria’s and Geelong’s population growth and its impacts on land use planning will be an essential component of reviewing and updating most planning and land use related (and service delivery) strategies across all levels of government and community service providers.

� ABS, 2011 Census of Population and Housing, table B38, B39
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