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1.0
PURPOSE AND SCOPE OF THIS PAPER
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 background report addresses the current housing stock and recent residential development trends in the City of Greater Geelong.  In particular the assessment in the paper includes analysis of:
· historical and current residential lot construction activity (by supply type);

· dwelling construction activity and price trends; 
· currently zoned residential development sites including estimates of lot yields on a project by project basis;

· known, but currently unzoned, future residential growth areas including estimates of likely lot yields on a growth area by growth area basis;

· the anticipated development timing for current broad-hectare residential development areas (based upon advice from the development industry); and

· the City of Greater Geelong’s remaining supply (estimated number of years) of undeveloped broad-hectare residential land stocks assuming the differing future growth scenarios presented in Background Paper no. 1.

The Paper provides a robust and transparent assessment of the supply and demand for residential land and the level of residential land stock across the Council area.  It is intended to facilitate informed discussion and decision making on future broad-hectare residential land supply requirements.  The information presented will also be of assistance to related planning processes such as infrastructure and service planning.  Where appropriate in informing an assessment of Geelong’s situation, comparisons to other regional cities in Victorian are provided.

2.0
APPROACH, METHODOLOGY AND DEVELOPMENT TYPES
The following provides a brief outline of the approach and methodologies used in the preparation of this paper. 

Population Growth and Future Dwelling Requirements

As outlined in Background Paper No. 1  ‘Population Growth Scenarios’ and based upon the analysis of growth and demand trends in Background Paper No. 3 ‘Population Trends and Drivers of Housing Demand’ four population growth scenarios covering the period from 2017 to 2036 have been used in assessing likely future housing demand trends and the adequacy of the City’s current residential land stocks. 
The population growth scenarios can be summarised as:

· a low growth scenario – averaging 1.3% per annum growth – based upon long term historic growth trends;

· a slightly higher growth scenario – averaging 1.6% per annum growth – which reflects the current official State Government forecast (‘Victoria In Future’) for Geelong and the broadly consistent local forecasts commissioned by the City from id consultants;
· a higher growth scenario –  averaging 2.0% per annum growth – which reflects more recent population and housing growth trends; and
· a more ambitious growth scenario – averaged 2.5% per annum growth – that reflects the growth aspirations contained in the G21 regional growth strategy. 
Supply Type and Construction Activity Definitions

For this project, three major residential land supply types were considered: broad-hectare (including large scale broad-hectare development areas, major infill sites and potential residential areas), established urban area (including major redevelopment and dispersed infill sites) and rural residential.  The sub-categories are defined as follows:
1) Broad-hectare

Zoned Broad-hectare supply is defined as new development on ‘greenfield’ sites (that is sites that have not previously been used for urban development or subdivided to normal residential density). Zoned broad-hectare land has suitable land use zoning to allow normal residential density development.  These sites are typically located on the fringe of the established urban area.

Major Infill supply can often be described as remanent broad-hectare.  It is defined as developments, within the established urban area, with a capacity greater than 10 lots/dwellings per site. There is often debate and “shades of grey” to the difference of major infill and broad-hectare.  Often, major infill sites are in effect broad-hectare land left undeveloped as urban development proceeded on surrounding the sites.
Potential Residential is land identified in Council planning strategies for future residential development but where the current zoning does not permit early residential development. 

Potential Residential (Urban Growth Area) is land identified by Council for future residential development and already zoned Urban Growth Zone.  Such land requires an approved Precinct Structure Plan (PSP) to allow primarily ‘normal density’ residential development.

Potential Residential (Investigation Areas) is land which has been identified by Council for possible future urban development.  Investigation areas are progressively being assessed to determine land conditions and constraints, servicing requirements and development potential before future zoning options can be properly determined. 
2) Established Urban Area
Major Redevelopment is defined as development sites with a existing urban use and that are mooted for residential redevelopment expected to yield of ten or more dwellings.

Dispersed Infill is defined as residential development projects located within the established urban area and with a dwelling yield of less than 10. 

3) Rural Residential
Rural Residential is land zoned ass either Low Density Rural Residential (LDRZ) or Rural Living (RLZ) zones. 

Future Rural Residential is land identified by Council for future rural residential development (either LDRZ or RLZ) but where the current zoning does not yet permit such development. 

Geography

The following definitions of geographic areas are utilised throughout this background paper in reporting on our land supply assessment.  
LGA: The whole area of the City of Greater Geelong

At the regional scale the City of Greater Geelong area is divided into two major sub-areas for the purpose of analysis and preparation of the draft settlement strategy.  These sub areas are the Bellarine Peninsula and Geelong. 
At a sub-regional scale these two areas are further divided, where appropriate, into smaller geographic areas.

On the Bellarine Peninsula the relevant sub-areas are defined by township boundaries such as Ocean Grove, Leopold etc. 

Within Geelong a number of sub-areas are defined as follows:

· the existing established urban area of Geelong – Urban Geelong;
· the Armstrong Creek Growth Area;

· the ‘Northern Growth Front which includes Lara and the Northern Growth Area.  The latter includes the land zoned UGZ and commonly referred to as the Lovely Banks development area;

· the Western Growth Area that lies between the Geelong Ring Road and the western boundary of the City of Greater Geelong.  
The map at the end of this section of the report clearly illustrates the areas covered by these regional and sub-regional area definitions.
Residential Lot Construction

Residential lot construction has been assessed by analysing changes to the residential cadastre within the sub-regions (and as applying to the land supply types) identified above.

A constructed lot is defined by the year of construction and the finalisation of certificate of title.

Construction activity has been assessed on an annual basis as at July of each year from 2006 to 2016. Additional analysis has been included to identify lot construction in the six months to December 2016.

Potential Lot Yields

Lot yields have been established on a parcel by parcel basis for the following land supply types: major infill, broad-hectare and potential residential (unzoned).

In establishing the lot yield for each individual land parcel the following information was assessed: zoning; where applicable/available existing planning studies such as structure plans, provisions in Council’s municipal strategic statement etc; the ability of areas to be sewered; natural features such as creeks, escarpments, floodways and the location of native vegetation; and current/recent localised market yields.

In addition to known site specific issues, ‘standard’ land development take-outs (such as for roads and local open space) were employed. The amount/proportion of such take-outs are dependent on the size of the land parcel - i.e. a 1ha site will have a lesser proportionate take-out than a 50ha site.  Where required further intelligence and verification has been sourced from local council planning officers.

Development Timing

Development timings have only been established for zoned broad-hectare, major infill and major redevelopment land stocks.  No attempt has been made to estimate timing of dispersed infill development but our assessment of potential sites for such development indicates that there is ample capacity and a continuation of recent development trends can reasonably be expected for the period covered by this analysis.
The reported timing is based primarily on feedback of developer intentions from the land development industry supplemented by information from Council staff and data on existing planning permits, recent construction activity. 
Development timing does not refer to complete build out of the land area, but rather a broad indication of the location and direction of development activity.

Staging for likely lot construction or development timing has been established for four broad time periods, namely:

· 0 to 2 years (December 2016 – December 2018);

· 3 to 5 years (2018–2021);

· 6 to 10 years (2021–2026); and
· 11 years or more (2026 and beyond). 

Where no information is available on the likely development timing sites have been classified as ‘timing unknown’.

Land identified for development over the next 2 years is zoned and available for residential purposes, the required permits to subdivide the land have generally already been issued and in many cases development is already underway.

Land parcels identified for development in 3 to 5 years are normally zoned, or may have rezonings approaching finalisation. They may also have permits to subdivide the land. Some degree of confidence can be applied to the timing and staging of these developments.

Confidence about lot yields and staging declines for developments proposed beyond 5 years.  It is normal industry practice to regard developments beyond this period as having less certainty in terms of exact staging, timing and yields.

Where land has been identified as ‘Potential Residential’ there are no associated timings, as timing cannot be confidently applied until such time as required strategic planning and infrastructure investigations are completed and the land is zoned to allow residential development to occur. 

It should be noted that timing of lot construction is cyclical, and highly dependent not only on underlying demand (as expressed in the scenarios presented in these background papers) but also economic cycles and industry capacity. This can mean that current stated development intentions will vary from on-the-ground construction activity over time and by location.  However the currently stated intentions provide a good indication of the general direction and amount of future growth.

Rural Residential

The number of rural residential allotments has been established via aerial imagery interpretation and assessment of the cadastre and zoning information. This information has been checked against the relevant Council’s valuation database.  All allotments zoned either Rural Living (RLZ) and Low Density Residential (LDRZ) are included.

Adequacy (Years of Supply)

Once the amount of potential supply and future demand has been estimated, adequacy is described in years of supply.  For example it may be stated that there are X years of supply based upon projected demand in line with one of the growth scenarios presented in background paper no 1.   Land supply adequacy for the City of Greater Geelong has been determined against each of these four population growth scenarios.
The Victorian State Government uses as a measure of supply adequacy a benchmark of at least 15 years residential land supply at a whole of Local Government Area level. 
In assessing the number of years of land supply available in existing and designated future broad-hectare development areas we have assumed a continuation of recent trends in terms of the share of total demand that will be met from major redevelopments, dispersed infill and rural residential development, etc.   This is probably a conservative assumption (especially in the case of the potential longer term yield from major redevelopments and dispersed infill) but is the safest option in terms of assessing potential deadlines for planning and infrastructure provision in broad-hectare development areas. 
.

Map 1: Regions – City of Greater Geelong
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Map 2: Sub-Regions & Townships – City of Greater Geelong
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3.0
RESIDENTIAL DEVELOPMENT ACTIVITY

Key Findings

Development Activity

As measured from July 2006 to July 2016 residential building approvals within the City of Greater Geelong averaged 2,020 per annum. This compares to an average annual residential lot construction of 1,800 (the difference between these two figures is accounted for by the fact that not all building approvals are constructed and a proportion of dwellings constructed on existing vacant lot stocks or by redevelopment of sites occupied by existing dwellings). 
The majority of building approvals (87%) since July 2006 have been for separate houses – this has been relatively consistent on an annual basis. 
Of total lot construction 65% was on broad-hectare lots, followed by dispersed infill at 27%, major infill at 8% and rural residential at 1%.  This proportional distribution of annual dwelling construction has been relatively consistent over-time.

Since 2006, dwelling construction activity across the Bellarine Peninsula has averaged 35% of all residential development in the City of Greater Geelong. 


Residential lot construction at a sub-regional/township level over the last 5.5 years was concentrated within:
- established areas of Urban Geelong 
- 757 lots per annum (34% of total activity);
- Armstrong Creek Growth Area 
- 548 lots per annum (25% of total activity);
- Drysdale/Clifton Springs 

- 243 lots per annum (11% of total activity);
- Ocean Grove 



- 167 lots per annum (8% of total activity);
- Leopold 



- 162 lots per annum (7% of total activity);  
- Northern Growth Front (i.e Lara) 
- 114 lots per annum (5% of total activity).

The majority of dispersed infill projects (51%) resulted in 1 net additional dwellings. Of all of the dispersed infill lots/dwellings constructed since July 2006, 58% were constructed on ‘parent’ lots sized less than 1,000 sqm.

Broad-hectare lot construction activity as measured over the last 5.5 years averaged approximately 1,500 per annum. The size of broad-hectare lots constructed varies significantly across the differing active and completed broad-hectare housing estates. However there is a relatively constant underlying to increasing broad-hectare lot density.  In 2007/08 the median broad-hectare lot size across the municipality was 646 sqm, decreasing to 476 sqm in 2015/16.

As noted above annual construction on major infill sites averaged 142 dwellings per annum from July 2006 to December 2016 - representing 8% of all residential construction activity across the municipality.  This typically involved the subdivision of remnant broad-hectare land. 
High density development has been limited with only 17 projects yielding 175 dwellings.
Rural residential lots construction activity is also limited, representing only 1% of the total residential lot construction activity.
Residential Sales Activity

Residential dwelling sales across the municipal area of Geelong since 2007 has averaged around 5,500 per annum. The median price for a house in 2016 was $402,000. This was significantly lower than the Melbourne median of $600,000 but comparable to Wyndham at $400,000.  

From 2010 to 2015 house prices across the municipal area of Geelong has increased by 3.1% per annum compared to increases in Melbourne of 3.9% per annum and Wyndham of 2.7%.
The median price for a vacant house lot in 2015 in the municipal area of Geelong was $185,000.  This was significantly lower than the median prices for Melbourne ($220,000) and Wyndham ($223,000).
From 2010 to 2015 vacant house lot prices across the municipal area of Geelong increased by 1.2% per annum compared to annual growth of at 3.0% for Melbourne and 3.3% for Wyndham.
This section of the background paper covers the trends and shifts in residential building activity across the City of Greater Geelong (CoGG).  It provides an insight into likely future residential development activity.

The information in this section has been compiled from the results of a number of consultations with key representatives from the CoGG, Barwon Water, the Geelong Chapter of the Urban Development Institute of Australia, and individual land development companies. It is supported by datasets from the Australian Bureau of Statistics, the Victorian Valuer General and primary data collections undertaken by Spatial Economics.

Annual residential lot construction activity is detailed from July 2006 to 2016 (with the addition of data for the six months to December 2016). Residential lot construction is further analysed by supply type/location, namely:

· Broad-hectare/Major Infill;
· Dispersed Infill;
· High Density; and

· Rural Residential. 

An overview of residential land and dwellings sales is presented, this allows the identification of differing housing markets and a measure of relative affordability/price.

3.1
Residential Building Approvals

As measured from July 2006 to July 2016 residential building approval activity within the municipal area of Geelong has averaged 2,020 per annum.  Since 2008/09 there has been a consistent and increasing trend in residential building approvals.  
Notwithstanding this trend there has been a degree of variability in building approvals measured on an annual basis. For example in 2008/09 there was a low of 1,300 residential building approvals, increasing to 2,144 approvals in 2009/10. 
In the last three financial years residential building approval activity has averaged approximately 2,600 per annum. Recent residential building approvals appear to be maintaining relative high levels of activity, with approvals for approximately 1,700 dwellings for the six months of the 2016/17 financial year.
Graph 1 illustrates the amount of building approval activity by dwelling type on an annual basis for the municipal area of Geelong.  Separate housing development is the dominant new housing form.
The majority of building approvals (87%) since July 2006 have been for separate houses – this has been relatively consistent on an annual basis. By comparison both with other major Victoria regional centres and metropolitan ‘growth area’ municipalities, Geelong has a slightly higher proportion of medium/high density residential dwelling approvals. 
Graph 1: Number of Residential Building Approvals 
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Source: Australian Bureau of Statistics, Catalogue No.8731.0

Graph 2: Proportion of Separate House Residential Building Approvals by Selected Municipality
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Source: Australian Bureau of Statistics, Catalogue No.8731.0 
The above graph illustrates the proportion of separate house dwelling approvals for Geelong and other selected municipalities.  The selected municipalities have similarities to Geelong in terms of growth rates or actual growth in dwelling construction, and a high proportion of broad-hectare land as a residential supply source.  In all cases building approval activity is measured from 2006 to 2016.

Geelong comparatively has a slightly lower proportion of residential development activity that is separate houses as opposed to medium/higher density development.  Since 2006, 88% of all residential building approvals in Geelong have been for separate housing.  This compares to the other regional and growth area municipalities which averaged:

· 89% in Ballarat;

· 91% in Wyndham; 

· 93% in Melton;

· 93% in Bendigo; and

· 95% in Wodonga.

3. 2
Residential Lot Construction 
Analysis has been undertaken to determine on a lot by lot basis the location, supply type, density and quantum of residential lot construction activity from July 2006 to December 2016. Lot construction activity has been classified into distinct supply types and or supply locations as previously defined. These include: broad-hectare, major infill, dispersed infill and rural residential.
Graph 3 summarises the amount of residential lot construction by supply type across the municipal area of Geelong. Over the last 10.5 years there was an average annual residential lot construction of approximately 1,800, the last 5.5 years this averaged approximately 2,200. There has been approximately 1,800 residential lots constructed in the six months of the 2016/17 financial year, indicating sustained and increasing rates of residential lot construction.

Of this (65%) was broad-hectare lot construction, followed by dispersed infill at 27%, major infill at 8% and rural residential at 1%. The proportional distribution of residential lot construction over-time on an annual basis has been relatively consistent.
Residential lot construction aligns fairly closely to the annual volume of residential building approvals once account is taken of the typical time delay between subdivision completion and building approvals. Residential lot construction was the lowest from 2006/07 to 2008/09 – averaging around 900 lots per annum and ‘peaked’ at 2,900 lots in 2013/14.  In the last two and a half years, lot construction activity has averaged around 2,500.

It appears that the relatively low level of residential lot construction from 2006 to 2009 was due to low levels of zoned broad-hectare land stocks i.e. the period immediately prior to the release of the Armstrong Creek growth area. 

Since 2006, residential lot construction activity across the Bellarine Peninsula has averaged 35% of all development activity for the City of Greater Geelong.   In the last 2.5 years the Bellarine Peninsula’s proportion of total development activity across the municipality has declined to 31%.
Graph 3: Number of Residential Lots Constructed by Supply Type, July 2006 to December 2016 
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Source: Spatial Economics Pty Ltd

Residential lot construction at a sub-regional/township level over the last 5.5 years was concentrated within:

· established areas of Urban Geelong 
- 757 lots per annum (34% of total activity);

· Armstrong Creek Growth Area 

- 548 lots per annum (25% of total activity);

· Drysdale/Clifton Springs 

- 243 lots per annum (11% of total activity);

· Ocean Grove 



- 167 lots per annum (8% of total activity);

· Leopold 



- 162 lots per annum (7% of total activity); and

· Northern Growth Front (e.g Lara) 
- 114 lots per annum (5% of total activity).

Graph 4 summarises the average annual volume of residential lot construction activity since 2011 by sub-region and township.

Graph 4: Average Annual Residential Lot Construction by sub-Region & Township
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Source: Spatial Economics Pty Ltd

3.2.1
Dispersed Infill Lot Construction 
Dispersed infill lot construction activity as measured from July 2006 to December 2016 across the municipal area of Geelong has averaged 480 lots per annum.  Over the last five and a half years the average has increased to 564 lots. This represents 25% of all residential lot construction activity. 

Dispersed infill lot construction was spread across the suburbs of the municipal area of Geelong. Concentrations of activity were located at:

· Ocean Grove (45 per annum);

· Belmont (44 per annum);

· Norlane (37 per annum);

· Hamlyn Heights (25 per annum); and

· Newtown (24 per annum).

Project Size

Analysis has been undertaken to establish the (net) dwelling/lot yield or project size of dispersed infill residential development projects. The net measure used in this instance refers to the removal of the original (parent) lots/dwellings. The measures specifically identifies new lot and new dwelling construction from July 2006 to December 2016.  If an allotment is subdivided and the original dwelling remains this is ignored in the statistically analysis. 

Graph 5: Dwelling/Lot Yield (net) by Project Size for Dispersed Infill Projects, 2006 to 2016
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Source: Spatial Economics Pty Ltd 
The majority of dispersed infill projects (51%) resulted in 1 net additional dwellings/lots.  In terms of dwelling/lot contribution this accounted for 27% of all net additional dispersed infill lots/dwellings. By comparison dispersed infill projects that yielded 4+ lots/dwellings represented only 8% of projects but yielded 23% of the net dwellings/lots.

Graph 6: Parent Lot Size of Dispersed Infill Lot Subdivision, 2006 to 2016
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 Source: Spatial Economics Pty Ltd

Parent Lot Size

Of all of the dispersed infill lots/dwellings constructed since July 2006, 58% were constructed on ‘parent’ lots sized less than 1,000 sqm. Significantly, 35% of the dispersed infill lot production was on parent lots sized from 1,000 to 3,000 sqm. 

Note: - parent lot size refers to the size of the allotment prior to subdivision.
Post Development Density

An analysis of dispersed infill projects from July 2006 to December 2016 was undertaken to determine the typical (median) dwelling density post construction - i.e. what density was achieved following redevelopment.  Post development densities for dispersed infill projects have remained relatively consistent as measured from 2006.
Across the City of Greater Geelong the typical density was 800sqm pre development and 316 sqm post development. This equates to a net addition of 2.5 lots/dwellings post redevelopment. 

Graph 7 summarises the post-development density ranges for dispersed infill developments across the municipal area of Geelong. The vast majority (70%) of all residential dispersed infill constructed dwellings resulted in lot/dwelling densities sized from 150 to 400 sqm.

Graph 7: Post Density Development (sqm) - Dispersed Infill, 2006 to 2016
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Source: Spatial Economics Pty Ltd

Dispersed infill development projects since 2006 has contributed 27% of all net additional dwellings across the municipality – a significant supply source.  It highlights that dispersed infill residential development has a number of other important benefits including offering more diverse housing products in established areas that are often within close proximity to urban amenities.  Dispersed infill development also contributes to urban containment and the efficient utilization of existing infrastructure and services.  

Importantly the capacity for further dispersed infill development is a major latent land supply source that can be further utilised as Geelong continues to grow and change.  Its role is likely to grow as land values increase, particularly within prime amenity localities, as the travel times from broad-hectare developments lengthen, and as Council invests in increased amenity, services and infrastructure within the established urban area. 
3.2.2
Broad-hectare Lot Construction
Across the municipality, an average of 1,154 broad-hectare lots were constructed per annum from July 2006 to December 2016. This increased to 1,460 per annum over the last 5.5 years.  This represents 66% of all residential lot construction activity.  The majority (61%) of broad-hectare lot construction was located in ‘urban Geelong’ with the remaining 39% located across the Bellarine Peninsula townships. 

Of the total broad-hectare lots constructed in the last 5.5 years, the majority were located in:

· the Armstrong Creek Growth Area 
- 548 per annum  (38%);

· established parts of Urban Geelong
 
- 226 per annum  (15%)
· Drysdale/Clifton Springs 

- 210 per annum  (14%);

· Leopold 



- 124 per annum   (8%);

· Ocean Grove 



- 115 per annum    (8%); and

· the Northern Growth Front (Lara)
- 87 per annum      (6%).

The amount of annual broad-hectare lot construction activity has varied significantly from July 2006 to December 2016.  In the three years preceding July 2009, broad-hectare lot construction activity averaged 550 per annum.  Activity significantly increased to approximately 1,500 in 2009/10. Broad-hectare lot construction activity in the following two years declined to around 950 per annum.   Broad-hectare lot construction peaked at 2,052 lots in 2013/14 before declining to 1,800 in 2015/16.

In the first six months of the 2016/17 financial year 1,038 broad-hectare lots were constructed. 

The size of the broad-hectare lots constructed varies significantly across the differing active and completed broad-hectare housing estates. However there is an underlying relatively constant decline in average lot size (i.e. a trend to increasing broad-hectare lot density).  In 2007/08 the median broad-hectare lot constructed was 646 sqm.  This decreased by 26% to 476 sqm in 2015/16. 
While broad-hectare lot production activity across the City of Greater Geelong has traditionally produced a diverse range of lot sizes (as illustrated in Graph 9), this diversity is narrowing in recent development activity.  Over the last 2.5 years broad-hectare lot construction has become increasingly uniform with a substantial increase in the proportion of lots sized between 400 and 500 sqm. Lots in this size range increased from 18% to 32% over the last 2.5 years.  In addition, there has been a marked decline (from 34% to 16%) in the proportion of lots above 600 sqm constructed over the last 2.5 years.  The proportion of higher density lot construction (150 to 300 sqm) has remained constant.
Graph 8: Median Lot Size of Broad-hectare Lot Construction (sqm)
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Source: Spatial Economics Pty Ltd

Graph 9: Broad-hectare Lot Construction – Lot Size Profile, 2009 to 2016
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Source: Spatial Economics Pty Ltd

3.2.3
Major Infill Lot Construction Activity
From July 2006 to December 2016, an average of 142 lots were constructed per annum on major infill sites (typically remnant broad-hectare sites mainly within ‘urban Geelong’).  This represented 8% of all residential subdivision activity across the municipality. Typically lots constructed within these sites have a residential density of 385 sqm.  
Over the same period there has been limited higher density development of major infill sites (typically redevelopment sites within established urban Geelong suburbs). Higher density projects are defined as ones with a post-development density of 50 sqm of land area per dwelling. From 2006 to December 2016, only 175 dwellings in 17 projects can be defined as high density.

3.2.4
Rural Residential Lot Construction
The creation of rural residential lot construction across the municipal area of Geelong is limited. Between July 2006 and December 2016 it averaged 12 lots per annum – or 1% of total residential lot construction activity. 

3.3
Residential Sales Pricing
The following provides an overview of residential sales pricing across the municipal area of Geelong, with comparisons to Wyndham and metropolitan Melbourne.  

3.3.1
Residential Sales Volume 
Residential dwelling sales across the City of Greater Geelong has averaged around 5,500 per annum since 2007. There has been some degree of volatility in the volume of residential dwelling sales but, compared to construction activity, volumes have been relatively constant.  Units and townhouses accounted for approximately 20% of all dwelling sales. This has been relatively consistent as measured from 2007.

3.3.2
Residential Sales Value
The following provides a brief overview of residential pricing trends within the City of Greater Geelong when compared with other selected geographic markets.

In 2015 the median price for a house in Geelong was $402,000 (significantly lower than the Melbourne median of $600,000 but comparable to Wyndham at 400,000).  From 2010 to 2015 house prices across Geelong increased by 3.1% per annum (compared to Melbourne at 3.9% and Wyndham 2.7% per annum).   The closeness of median house values in Geelong and Wyndham highlights the importance of an adequate land supply in maintaining the competitive advantages of Geelong.
In 2015 the median price for a unit/townhouse in Geelong was $312,000 (significantly lower than the Melbourne median of $482,000 but comparable to Wyndham at $300,000).  From 2010 to 2015 unit/townhouse prices across Geelong increased by 2.6% per annum (compared to Melbourne at 1.6% and Wyndham at 1.0%).

In summary dwellings are significantly more affordable in Geelong compared to   metropolitan Melbourne but prices are broadly comparable to those in the Wyndham growth area. To maintain this level of relative affordability it will be essential to maintain a sufficient land supply across the range of supply types.
Graph 10: Median Sales Value - Separate Houses 
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Source: Department of Environment, Land, Water & Planning. 2016, A Guide to Property Values.
*Preliminary

In 2015 the median price for a vacant house lot in Geelong was $185,000 (significantly lower than the Melbourne median of $220,000 and the Wyndham medium price at $223,000).  From 2010 to 2015 vacant lot prices across Geelong increased by 1.2% per annum (compared to Melbourne at 3.0% and Wyndham 3.3% per annum).

The trend for growth in the price of vacant residential allotments has been partly offset through the production of smaller allotments.  Graph 11 summarises the median vacant land sales value for Geelong, Wyndham and metropolitan Melbourne.

In summary the median sales price of vacant house allotments in Geelong closely aligned with those in Wyndham and metropolitan Melbourne from 2002 to 2010.  Post 2010 the vacant lot prices across Geelong diverged from those to Melbourne and Wyndham resulting in a 15 to 20% discount on Melbourne prices.  This divergence in median sales values coincides with the commencement of release of lots within the Armstrong Creek Growth Area and illustrates the importance of an adequate land supply in constraining residential land prices.  
Graph 11: Median Residential Vacant Land Sales Value (house lots)
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Source: Department of Environment, Land, Water & Planning. 2016, A Guide to Property Values.
*Preliminary

Across the municipal area of Geelong there are a wide variety of pricing points for vacant house lots. Graph 12 illustrates the median sales value of vacant house allotments for selected broad-hectare land release areas.

Within the Bellarine Peninsula median sales values range from $153,000 in Drysdale to $236,000 in Point Lonsdale.  In locations with significant broad-hectare lot construction activity the median sales value was $174,500 in Clifton Springs and $210,000 in Ocean Grove.

Within ‘Geelong’ median sales values range from $196,000 in Armstrong Creek to $257,500 in Highton. 

Graph 12: Median Residential Vacant Land Sales Value (house lots) – selected suburbs, September Quarter 2016
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Source: Department of Environment, Land, Water & Planning. 2016, A Guide to Property Values.
Key Issues

Broad-hectare lot construction dominates development activity when compared to other residential supply types. In this regard the City of Greater Geelong has similar characteristics to the ‘growth areas’ in metropolitan Melbourne. 
Given Geelong’s size and significant broad-hectare land stocks it is likely that broad-hectare development will remain the dominant form of residential development over most of the period covered by the proposed settlement strategy.

Historically broad-hectare residential development activity has produced both diverse and affordable land/housing products.  However, in recent years broad-hectare lot construction is increasingly becoming increasing uniform in terms of the lot sizes produced.

Geelong has seen little activity in terms of the construction of higher density housing products. This is primarily due to inner Geelong prices not yet reaching a level that would justify the costs associated with high density redevelopment.  It is expected that this will change over time, particularly in high amenity areas such as central Geelong (as has occurred over recently years in the middle suburbs of metropolitan Melbourne).  
Compared to Melbourne, residential land and housing is significantly more affordable in Geelong. This has been primarily achieved through the maintenance of sufficient broad-hectare land stocks in diverse locations with a competitive land market characterised by multiple development fronts and multiple land developers.  Within broad-hectare estates, affordability has been further facilitated by reducing average lot sizes.

With a projected increase in smaller household types and the ageing of the population, it is likely there will be increased demand for smaller dwellings.  

Geelong has an ample latent supply of developable sites that would readily support an increased share of dispersed infill and higher density development activity within established areas of Geelong.  However, we believe that any increase in the share of total housing development within the established areas of Geelong is likely to be limited in the short/medium term.  
Rural residential development within the City of Greater Geelong has been limited. While it adds to the diversity of supply it is a relatively inefficient utilization of land (with a typical density of 3,500 sqm per lot) and is not encouraged by Council.  It is likely that future demand for rural residential development will continue to be met primarily in adjoining council areas.

4.0
FUTURE RESIDENTIAL LAND SUPPLY 

Key Findings

In total the City of Greater Geelong currently has capacity for the future provision of approximately 83,000 additional dwellings (including investigation areas that are as yet not zoned for residential development).    


This capacity is comprised of:
- 40,000 unzoned broad-hectare lots (48% of supply);
- 36,400 zoned broad-hectare lots (44% of supply);
- 5,550 dwellings from zoned major redevelopment sites (7% of supply); and
- 824 lots from zoned major infill (i.e. remnant broad-hectare) sites (1% of supply).

In terms of zoned residential land stocks:

- the Bellarine Peninsula accounts for 21% (or 9,000 lots) of the total identified supply. This 
  compares with the Peninsula’s 34% share of residential lot construction in the last 5.5 years; and
- ‘Geelong’ has 79% (34,000 lots) of the total identified supply.   
The zoned residential supply within the Bellarine Peninsula is primarily located within Ocean Grove (3,500 lots) and Clifton Springs/Drysdale (2,100 lots).  Within ‘Geelong’ the zoned residential supply is primarily located within the Armstrong Creek Growth Area (18,000 lots) and Lara (5,300 lots). The balance of the supply (10,000 lots) is widely distributed throughout the established urban area of Geelong.

Feedback from the development industry regarding their market expectations and development intentions suggests that over the next five years an average of 4,200 lots/dwellings per annum will be constructed on zoned broad-hectare and major infill sites.  Spatial Economics is skeptical that this volume of development will be achieved given that over the last 3.5 years such forms of development has averaged only 1,912 per annum. 
As at December 2016 there was approximately 7,300 hectares of land identified for future residential broad-hectare development distributed across the municipal area, with an estimated dwelling yield of 40,000.  Structure planning and rezoning processes need to be completed before residential development can proceed on this land. 
Identified major redevelopments sites are estimated to have the capacity to yield approximately 5,550 dwellings from 95 project sites. Over the next five years it is anticipated (based on existing planning permits and advanced strategic planning initiatives), around 2,200 dwellings will be constructed on such sites.
As at December 2016 across the Geelong municipal area there was a total lot stock of 3,200 rural residential allotments. Of this stock only 217 lots (7%) were vacant. The majority (59%) of the rural residential lot stock is located in areas to the north and west of Geelong – including 1,200 lots (37% of the total) in Lara and Lovely Banks.  The balance of rural residential lots are on the Bellarine Peninsula.  
This section of the report details the stock (measured in terms of potential lots) of residential land across the municipal area of Geelong as at December 2016.  

The residential lot stock/supply is presented at a municipal, sub-regional and township level. Residential land supply is further analysed by supply type/location, namely:

· Broad-hectare land (zoned and unzoned);

· Major Infill sites; and

· Major redevelopment sites
The information in this section has been compiled from a number of consultations with key representatives from the City of Greater Geelong, Barwon Water, UDIA (Vic) - Geelong Chapter, and individual land development companies. 

Major undeveloped land supply sites (including developer development timing intentions) and recent residential lot construction activity is illustrated in the maps at the end of this report.

Anticipated lot construction timing is presented for broad-hectare and major infill land supply areas. This information has been primarily sourced from a workshop with UDIA (Vic) – Geelong chapter members and should be seen as a development intentions survey. References to development timing refer to the likely timing of lot construction, not dwelling construction.  It is strongly emphasized that the timing presented is only a guide to the likely potential to commence developments within the stated time frame. 

It is Spatial Economics view that the level of actual lot construction activity will align closely to recent construction trends (particularly in the short to medium term). The location of the anticipated lot construction activity illustrated will generally commence development (e.g. 0-2 years), although complete ‘build-out’ will not be achieved within the stated time-frames.

Table 1 details the residential land supply, measured in lot capacity, by supply type across the City of Greater Geelong as at December 2016. In total there is a supply of approximately 83,000 lots. This is comprised of:

· 40,000 unzoned broad-hectare lots (48% of supply);

· 36,400 zoned broad-hectare lots (44% of supply);

· 5,550 dwellings from zoned major redevelopment sites (7% of supply); and

· 824 zoned major infill lots (1% of supply).
Details of locations and supply types are further detailed below. 
Table 1: Residential Lot Potential by Supply Type, December 2016

	 
	Zoned Broad hectare (lots)
	Zoned

Major Infill (lots)
	Zoned Major Redevelopment (dwellings)
	Unzoned Stocks (lots)
	 Total (lots)

	Bellarine Peninsula
	8972
	39
	
	3481
	12492

	Barwon Heads
	28
	
	
	
	28

	Bellarine Rural
	35
	
	
	
	35

	Drysdale/Clifton Springs
	2086
	10
	
	2300
	4396

	Indented Heads
	186
	
	
	
	186

	Leopold
	504
	21
	
	931
	1456

	Ocean Grove
	3520
	8
	
	
	3528

	Point Lonsdale
	814
	
	
	
	814

	Portarlington
	252
	
	
	250
	502

	St Leonards
	1547
	 
	 
	 
	1547

	Geelong
	27394
	785
	5543
	36576
	70298

	Armstrong Creek Growth Area
	18211
	
	
	1450
	19661

	Northern Growth Front
	5297
	
	
	16715
	22012

	Urban Geelong
	3886
	785
	5543
	411
	10625

	Western Growth Area
	
	
	
	18000
	18000

	Total City of Greater Geelong
	36366
	824
	5543
	40057
	82790


Source: Spatial Economics Pty Ltd
As illustrated in Table 1, undeveloped residential land stocks are widely distributed across the municipality:

· the Bellarine Peninsula has 21% (9,000 lots) of the total zoned identified supply.  This compares with the Peninsula’s 34% share of residential lot construction over the last 5.5 years; and

· ‘Geelong’ has 79% (34,000 lots) of the total zoned identified supply. This compares with its 66% of residential lot construction in the last 5.5 years.

The zoned residential supply stocks within the Bellarine Peninsula are primarily located within Ocean Grove (3,500 lots) and Clifton Springs/Drysdale (2,100 lots).

The zoned residential supply stocks within urban Geelong is primarily located within the Armstrong Creek Growth Area (18,000 lots) and Lara (5,300 lots) with the balance (10,000 lots) widely distributed throughout the established urban area of Geelong.

In terms of unzoned residential land stocks, 91% (37,000 lots) is located in Geelong with capacity for 3,500 lots on the Bellarine Peninsula.
4.1
Zoned Land Supply (Broad-hectare & Major infill)
As previously outlined at December 2016 there was a residential lot/dwelling capacity of approximately 37,200 distributed across the municipal area. Table 2 identifies the lot yield and estimated development timing (sourced from developer intentions) of zoned both broad-hectare and major infill undeveloped land stocks.

Table 2: Anticipated Broad-hectare/Major Infill Lot Construction Activity, 2016

	 
	Development Timing
	 

	
	0-2 years
	3-5 years
	6-10 years
	11+ years
	No Timing
	Total

	Bellarine Peninsula
	2817
	3139
	2218
	837
	
	9011

	Barwon Heads
	
	
	
	28
	
	28

	Bellarine Rural
	35
	
	
	
	
	35

	Drysdale/Clifton Springs
	861
	955
	122
	158
	
	2096

	Indented Heads
	51
	70
	65
	
	
	186

	Leopold
	54
	70
	320
	81
	
	525

	Ocean Grove
	944
	794
	1220
	570
	
	3528

	Point Lonsdale
	426
	388
	
	
	
	814

	Portarlington
	132
	90
	30
	
	
	252

	St Leonards
	314
	772
	461
	 
	 
	1547

	Geelong
	6865
	8223
	9295
	3716
	80
	28179

	Armstrong Creek Growth Area
	4407
	3972
	7174
	2658
	
	18211

	Northern Growth Area
	996
	2219
	1312
	750
	20
	5297

	Other Urban Geelong
	1462
	2032
	809
	308
	60
	4671

	Municipal Area of Geelong
	9682
	11362
	11513
	4553
	80
	37190


Source: Spatial Economics Pty Ltd

Feedback from the development industry regarding their market expectations and development intentions suggests that over the next five years an average of 4,200 lots/dwellings per annum will be constructed on zoned broad-hectare and major infill sites.  
Spatial Economics is skeptical that this volume of development will be achieved given that over the last 3.5 years such forms of development has averaged only 1,912 per annum.  While the quantum of broad-hectare lot construction anticipated by the industry is highly unlikely to be achieved, it does illustrate there is sufficient zoned broad-hectare land relative to existing demand levels. 
4.2
Major Redevelopment Sites
Major redevelopment sites have been identified through consultation with Council staff.  These sites are solely located within the existing urban area of Geelong.  A proportion have active planning permits, whilst others are seen by Council staff as longer term prospects.

In total the identified major redevelopments sites are estimated to have the capacity to yield approximately 5,550 dwellings (from 95 project sites).  Over the next five years it is anticipated (based on existing planning permits and advanced strategic planning initiatives), around 2,200 dwellings will be constructed on such sites. The development timing for the balance of these sites is more speculative.  

It will be important to identify and monitor major redevelopment sites on an ongoing basis in order both to keep track of changes in potential supply and to actively facilitate the development of redundant and under-utilised sites. 
4.3
Unzoned (potential residential) Lot Stock
Analysis has been undertaken in conjunction with Council planning officers to identify the location and expected lot yield of currently unzoned residential land stocks.  Sites for future residential development are identified within various Council strategy planning documents. Structure planning, and rezoning processes are required before residential development can proceed on such sites.

As previously outlined there are approximately 7,300 hectares of land (with an estimated yield of 40,000 dwellings) identified for potential future broad-hectare residential development across the municipal area as at December 2016. 

Further detail on this potential supply are provided below:

The Northern Growth Front
· Northern Growth Area.

· The Northern Growth Area is often referred to as the Lovely Banks area.
· It is generally bounded by Staceys Road to the north, Evans Road to the west and adjoining Rural Living zoned lots north of Plantation Road and west of Bacchus Marsh Road. 
· The Northern Growth Area is approximately 1200 hectares.  It includes approximately 1,100 hectares of land rezoned to Urban Growth Zone (UGZ) by the former Minister for Planning. 
· The land area zoned UGZ requires finalization of a Framework Plan and Precinct Structure Plans before development can proceed.  It has an estimated dwelling yield of approximately 12,000.
· The remaining land identified within the Northern Growth Area has an estimated dwelling potential of 4,000 and is currently not zoned for future residential development.
· Two further sites have been proposed for future potential residential development (identified in the Lara Structure Plan), both of which are currently zoned Farm (FZ).  These sites have a total estimated dwelling yield of 715.

The Western Growth Area
· The Western Growth Area is located west of the Geelong Ring Road and extending through parts of Batesford from the Ballarat – Geelong rail line in Bell Post Hill to the north, to the Barwon River in Fyansford, and extending to Dog Rocks/Friend in Hand Roads in the west.
· The Western Growth Area is approximately 3,200 hectares in size and has an estimated dwelling yield of 18,000.

· The Western Growth Area is currently not zoned for residential development and as with the Northern Growth Area finalization of a Framework Plan and Precinct Structure Plans would be required before development could proceed.

Armstrong Creek Land Release Area

· Contains two areas identified for future residential development.

· Land located in the suburb of Marshall is zoned UGZ and requires a Precinct Structure Plan for development to proceed. It is approximately 112 hectares in size with an estimated dwelling yield of 850 dwellings.
· As at December 2016 an area of approximately 50 hectares at the south-east edge of the Armstrong Creek Land Release Area had been identified for potential residential development purposes.  This site has an estimated dwelling yield of 600 dwellings. 
[NB: Post the assessment date for this paper the site has been rezoned (UGZ2) to support residential development.]
  Established areas of Urban Geelong 

· Contains three separate sites with a combined total dwelling yield of approximately 400 dwellings.
Bellarine Peninsula

· Contains a variety of sites identified for future residential development in local structure plans and the MSS, including:

· a total potential lot yield of 2,300 in Drysdale/Clifton Springs;

· a total potential lot yield of 930 in Leopold; and

· a total potential lot yield of 250 in Portarlington.

4.4
Zoned Rural Residential Lot Stock
The stock of both occupied and vacant rural residential allotments have been determined on a lot by lot basis as at December 2016. Occupied is defined as having evidence of a ‘habitable’ dwelling, commercial use, or other significant capital intensive land use.  Vacant is defined as having no evidence of a significant capital intensive use (as verified via the interpretation of aerial imagery and internal council data).

As at December 2016 across the City of Greater Geelong there was a total stock of 3,200 rural residential allotments.  Of this stock, only 217 lots (7%) were vacant. Rural residential lots as a supply type is comparatively low compared in the City of Greater Geelong when compared to other regional municipalities across Victoria.  
The majority (59%) of the rural residential lot stock is located in the north and west of Geelong with the remainder on the Bellarine Peninsula.  Of the total rural residential lot stock 37% is located in Lara and Lovely Banks (1,200 lots).

Graph 13 summarises the stock (lots) of both occupied and vacant rural residential allotments by suburb.

The location of the majority of rural residential lots across the municipality by suburb includes:

· Lara/Lovely Banks - total 1,196 lots (lot vacancy of 8%);

· Wallington - total 326 lots (lot vacancy of 4%);

· Moolap - total 316 lots (lot vacancy of 5%); and

· Ocean Grove - total 298 lots (lot vacancy of 2%).

There is approximately 425 hectares of vacant rural residential land across the municipality.

Graph 13 illustrates the size distribution of all existing rural residential allotments (occupied and vacant). 

Graph 12: Stock of Rural Residential Allotments, 2016

[image: image16.png]1000

900

B Occupied M Vacant

o 9 9 9 9 9o 9 9 o
S 6 & 6 © 6 6 ©
® N © 1§ ® &

5107 Jo 'ON





Source: Spatial Economics Pty Ltd

Note: Stock below 50 lots in total by suburb excluded from graphic

Graph 13: Stock of Rural Residential’ Allotments by Lot Size Cohort, 2016
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Source: Spatial Economics Pty Ltd

Approximately 40% of the rural residential lot stock (both occupied and vacant) is less than one hectare in size. Only 3% of the rural residential lot stock (or 105 lots) is sized greater than three hectares. The high proportion of smaller rural residential allotments results in a significant limitation in terms of any future feasible re-subdivision. 
There are currently two areas identified for future Low Density Residential (LDRZ), they are currently zoned RLZ, both are located in Lara and total 83 hectares in size.

Key Issues

There is a high capacity for dispersed infill redevelopment within urban Geelong and many of the Bellarine Peninsula townships as a result of the existing lot configuration and significant stock of larger under-utilised lots.  
There is also significant opportunity for redevelopment of sites (including disused/under-utilised industrial sites) within urban Geelong.  Such larger infill sites can provide significant dwelling numbers from a relatively small number of projects.
This means that the City of Greater Geelong has a longer term opportunity to decrease its reliance on broad-hectare land development. 

A recent trend across major urban areas in Australia is the amalgamation of dispersed infill allotments.  If repeated in Geelong this trend could see an increase in dispersed infill development activity and higher development densities.

 However at this stage there is no clear evidence across the City of Greater Geelong for:

  a) an increasing reliance on dispersed infill as a supply source; 
  b) significantly increasing high density development activity; and 
  c) site amalgamation resulting in higher yielding projects within dispersed infill areas.

Spatial Economics believe that there will not be a major shift away from the reliance of broad-hectare development within the short to medium term.   The only thing which would be likely to change this situation would be an artificial restriction of broad-hectare land supply – which we do not advocate as it would have an adverse effect on both overall development rates and housing affordability. 
However, in the longer term, shifts in relative land values between established (especially inner) urban areas versus broad-hectare estates are likely to see a significant increase in the importance of dispersed infill and major redevelopment activity as a supply source.  Such a fundamental ‘shift’ has already happened in the middle ring suburbs of Melbourne and evidence of higher density projects is beginning to appear in outer/fringe suburbs both in Melbourne and cities in other states.  For Geelong it is simply a matter of when, not if, such forms of development will become more important. 

Estimates of broad-hectare land supply capacity are necessarily based on recent trends, planning policies and market expectations. Over the last ten years the size of broad-hectare lots constructed in growth areas across Australia has dramatically declined. The estimates of broad-hectare lot capacity presented in this paper may therefore be seen as conservative.  However for strategic planning purposes it is sensible to base capacity estimates upon current development industry practices.
Currently Geelong’s stock of zoned but undeveloped broad-hectare residential supply stocks are spatially diverse providing multiple potential development fronts and diverse ownership patterns – resulting in a competitive land supply framework. 

However, this current competitive land supply framework can readily change over-time.  There would be an inherent risk in relying on one to two major land release areas to maintain a competitive land market across the City of Greater Geelong.
5.0
ADEQUACY OF MAJOR RESIDENTIAL LAND STOCKS

Key Findings 

Based on the Strong Growth Scenario (2% population growth rate), there is sufficient broad-hectare/major infill stocks (zoned and unzoned) to satisfy approximately 21 years of demand. The inclusion of both the Northern and Western Growth Areas, there is an additional 17 years of supply.

However, if the G21 Aspirational Growth Scenario (2.5% population growth rate) is achieved, the resultant adequacy of land stocks declines to 16 years of supply (zoned and unzoned) and 13 years additional supply for the combined Growth Areas.
With the amount of supply and demand estimated, it is possible to describe the results in years of supply (a simple and understandable measure). For example it can be stated that there are X years of supply based on projected demand within a given geographic area and by supply type. 

This succinct way of describing adequacy is standard across most State Governments in Australia and incorporates a wealth of information into a single figure. A series of adequacy numbers can be provided to reflect differing demand scenarios. These adequacy measures can also be broken into zoned and unzoned land stocks.

It is also possible to describe adequacy in a qualitative sense and with both the private and public sector familiar to this methodology, it is appropriate to adopt the above approach. Years of supply can also be linked to trigger points relating to the need for additional land and more importantly triggering specific strategic land use planning responses. The adequacy of major residential land supply sources (broad-hectare and major infill land) is calculated as a residual taking into account the state of the other supply types.

In the last decade the Victorian State Government has used a broad benchmark for land supply for residential land at a municipal level of at least 15 years. This benchmark of 15 years of supply of residential land takes into account both zoned and unzoned land.  For a period of time the State Government also had a policy of 10 years of zoned residential land. These benchmarks were developed taking into account the business and economic cycles of the development industry and the planning process to ensure a timely and non-restrictive supply of residential land.

According to the Productivity Commission’s report “Performance Benchmarking of Australian Business Regulation: Planning, Zoning and Development Assessments”

“There is general agreement that a supply of undeveloped land sufficient to meet 15 years of projected demand is required to both avoid speculative pressure and aid efficient ‘production’ of land.”

Adequacy measures in Australian states where they are applicable range from a minimum of 15 years to 25 years.

A 15 year supply of developable land also allows for other factors that can impede efficient development of land including: lack of competition where one or two developers can control the market and hence pricing, and reluctant land owners who do not want to develop their land. 

There are other qualitative assessments that assist in the understanding of the residential land market. These include an understanding of the number of developers/land owners to provide a measure of the level of competition; the number of development fronts that are active which also indicates a level of competition; and the pattern of development and the delivery of infrastructure as particular parcels of land are highly cost dependent on the adjacent parcel of land delivering infrastructure to the gate.

An adequacy measure provides decision makers a reasonable sense of how many years of supply are remaining, there is a need to understand when either land needs to be rezoned for residential use or when new investigation areas need to be identified and strategic planning processes invoked to ultimately result in development ready residential land stocks . There are no hard and fast rules for these trigger points. A benchmark that has been used in the past by the Victorian State Government is that there should be a 10 year minimum of zoned residential land. Again this is not a definitive target but a useful guide that needs to be considered along with other relevant local information. When analysing these trigger points, the level of urban infill that has been incorporated into determining the years supply should be considered.

Trigger points are not definitive, they are a tool that decision makers can refer to when deciding to rezone land or investigate new areas. They are dependent on expected lead times in the completion of rezoning and the identification of new areas and associated strategic planning actions.

The trigger points for each land supply assessment area will be different as the circumstances for each area will differ. For example if a small regional town requires new residential land, the amount of new land required will not be large and the process of selecting the land and getting it rezoned will not be as time consuming. However, as shown by experience, for larger master planned land release areas, the lead time for new land to be rezoned can take considerably longer.

Trigger points need to provide adequate lead times for planning and rezoning of the land to ensure the timely provision of zoned land that is development ready. These trigger points need to be determined through consultation with relevant stakeholders.

5.1
Dwelling Growth Scenarios - Summary
Graph 14 summarises the projected population based growth scenarios for residential dwellings across the municipal area of Geelong. In addition, it highlights historic actual lot construction and residential building approvals – both a measure of historic expressed dwellings demand. 

From 2017 to 2036 the key differences of the three dwelling projection scenarios are summarised in the table below.

Table 3: Dwelling Growth Scenarios, 2017 to 2036
	
	Long Term Historic
	Current/ Official
	Strong Growth
	G21 Aspirational

	Pop'n Growth Rate
	1.3%
	1.6%
	2.0%
	2.5%

	Dwelling Growth Rate
	1.5%
	1.7%
	2.2%
	2.7%

	Total Dwelling Requirement
	34,381
	40,235
	54,158
	70,159

	Average Annual Dwelling Requirement
	1,810
	2,118
	2,850
	3,693


Source: Spatial Economics Pty Ltd
The dwelling growth scenarios are further detailed within the Background Discussion Paper No.1: Growth Scenarios: City of Greater Geelong.
Graph 14: Historic and Projected Demand Scenarios for Residential Dwellings, 2006 to 2036
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5.2
Years of Supply – Broad-hectare/Major Infill Residential Land Stocks
This report incorporates a number of differing population growth scenarios to project potential dwelling requirements.  Applying these demand growth projections results in a range of estimates for the remaining years of supply from Geelong’s known broad-hectare/major infill residential land stocks. Four population based growth scenarios are presented – Long Term Historic, Current/ Official, Strong Growth and G21 Aspirational.
As noted earlier in this background paper based it is estimated that 74% of Geelong’s dwelling requirements are met from broad-hectare or major infill residential supply sources. This percentage has been very consistent over the last five and a half years. For the purpose of calculating the number of years of supply remaining we have assumed that this percentage will be not change. In practice it is likely that the percentage of dwelling stock coming from dispersed infill and higher density redevelopment sites will increase slowly as Geelong’s population continues to grow. However the conservative assumption we have made is considered sensible as a basis for strategic planning of future land supplies.
In estimating the years of remaining residential land supply only zoned and unzoned broad-hectare and major infill residential land supply types have been considered. 
Table 4 and Graph 15 summarise the estimated years of broad-hectare and major infill supply (as at the start of 2017) under the four growth scenarios for the City of Greater Geelong.

It is estimated that, based on the identified supply and projected demand scenarios, there are sufficient land stocks of broad-hectare and major infill sites to satisfy housing demand across the City of Greater Geelong for between 14 and 28 years.  Unzoned (potential) broad-hectare residential land stocks (outside the northern and western Growth Areas) provide an additional two to five years of supply. In total therefore Geelong currently has between 16 to 32 years of broad-hectare/major infill supply.
Measured at peak residential lot construction activity (over the last 2.5 years) closely correlates to the Strong Growth Scenario resulting in an estimated 21 years of supply (zoned and unzoned).

The inclusion of both the Northern and Western Growth Areas provides an additional 17 years of supply assuming the Strong Growth Scenario.
These supply estimates are summarized in the following table and graph. 
Table 4: Estimated Years of Broad-hectare/Major Infill Residential Land Supply, 2017 

	 
	Growth Scenario

	 
	Long Term Historic
	Current/ Official
	Strong Growth
	G21 Aspirational

	Zoned
	28
	24
	18
	14

	Potential
	5
	4
	3
	2

	Total
	32
	28
	21
	16

	
	
	
	
	

	Northern Growth Area
	12
	10
	8
	6

	Western Growth Area
	13
	11
	9
	7


Source: Spatial Economics Pty Ltd

Graph 15: Adequacy of Broad-hectare/Major Infill Residential Land Supply, 2017 
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Source: Spatial Economics Pty Ltd

As noted previously it is prudent from a strategic land use planning perspective to allow for a variety of future demand scenarios.  In addition, as outlined earlier in this background paper, a conservative approach was taken to estimating both the yield from broad-hectare supply areas and the share of total demand likely to be met from broad-hectare and major infill sites.   This will help ensure that we have not over-estimated land stocks and or under-estimated future broad-hectare demand.
Spatial Economics considers that, assuming that the northern and/or western Growth Areas are made available for future development, the City of Greater Geelong will have sufficient broad-hectare and major infill land stocks to adequately cater for the likely range of demand scenarios over the period intended to be covered by the settlement strategy. 

It is recommended that both the demand and supply of residential land is regularly monitored so that should any significant change occur early strategic planning initiatives can be put in place to manage the changed circumstances.

Key Issues

A range of population growth scenarios has been produced as a basis for estimating potential future housing demand.  This is the only sensible approach given the inherent uncertainty associated with any medium to long term growth forecast.

Demand can accelerate fairly quickly and reduce the years of supply. This is especially so as Geelong becomes more closely linked to the Melbourne metropolitan areas and potentially attracts increasing demand from Melbourne.

Conversely, there is potential for dispersed infill/high density redevelopment to increase or for average lot sizes in broad-hectare developments to fall.  Either change would increase the years of supply available from broad-hectare and major infill sites.

In terms of total broad-hectare and major infill land supply (both zoned and unzoned) Geelong has approximately 21 years land supply even under the Strong Growth Scenario. This would decline to 16 years of supply if our highest (2.5% per annum) population growth scenario eventuates.
While we have not attempted to calculate an existing stock level for dispersed infill or major redevelopment sites (since the methodological difficulties in doing so would mean that any resulting estimate would be of very little value) we are satisfied that there is sufficient capacity in established parts of the City of Greater Geelong to cater for any likely future demand for these forms of development.
It is strongly recommended that both the supply and demand for residential land be regularly monitored to identify any significant changes and allow sufficient lead time for Council’s strategic planning to mitigate any potential future land supply issues.
Map 3: Residential Land Supply & Lot Construction Activity (2006 to 2016) - Armstrong Creek 
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Map 4: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Northern Growth Front 
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Map 5: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Urban Geelong (1) 
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Map 6: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Urban Geelong (3) 
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Map 7: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Urban Geelong (4) 
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Map 8: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Urban Geelong (5) 
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Map 9: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Clifton Springs/Drysdale 
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Map 10: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Indented Head 
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Map 11: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Ocean Grove 
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Map 12: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Portarlington 
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Map 13: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Barwon Heads 
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Map 14: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Leopold 

[image: image31.png]-

Undeveloped Major Supply Residential Lot Construction
Development Timing (Zoned) Unzoned/Potential Major Supply - Lot Construction (2006-2016)
0-2 years m Potential Residential
3-5 years Investigation Area
6-10 years

11+ years

L.2km iSpatialEconomics

No Timing





Map 15: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Point Lonsdale 
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Map 16: Residential Land Supply & Lot Construction Activity (2006 to 2016) – St Leonards 
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Map 17: Residential Land Supply & Lot Construction Activity (2006 to 2016) – Western Growth Area 
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� principally remnant broad-hectare sites in areas such as Highton and Fyansford
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