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EXECUTIVE SUMMARY
The Affordable Housing Industry Advisory Group share the objective of a sustainable
Victorian affordable housing system and is seeking to work with governments to help create the
underlying conditions and environment that will enable the residential development industry
and finance sector to co-invest in the delivery of a diversity of affordable housing products, at
scale, in well-located areas.
Founded in response to ideas raised in Plan Melbourne Refresh regarding potential planning
approaches to deliver affordable housing, the Advisory Group comprises of representatives of
the UDIA (Victoria), Property Council of Australia (Victoria), Community Housing Federation of
Victoria, Planning Institute of Australia (Victoria), ISPT Super Property, Community Sector
Banking, Bank Australia, not-for-profit and for-profit developers and associated development
professionals.
In line with Infrastructure Victoria’s recent call for large scale and urgent investment to boost
affordable housing supply we consider affordable housing as key economic infrastructure, and
argue that partnership and co-investment opportunities, supported by significant investment by
all levels of government, is required to meet the challenge.
This document sets out our shared objectives for an affordable housing system, which include:


Whole-of-government investment



Housing supply, diversity and consumer choice



Vehicles for investment; and



Inclusive and sustainable communities.

To achieve this vision, we have set out a range of stakeholder requirements and shared
conditions that we suggest must be in place if the industry is to be enabled to partner to coinvest.
Reflective of our interest in developing solutions, this document also outlines two potential
planning models that we agree could, if structured and implemented appropriately, contribute to
affordable housing supply. The models are:


A Priority Development Assessment model; and



A Priority Development Assessment with Floor Area Uplift model.

We are ready and willing to utilise our industry expertise to support governments in the
development of new delivery models, including appropriately structured planning responses
such as these models, and to ensure policies are developed with an understanding of
development economics, market interactions, financing requirements, development process
and risks.
The proactive work of the Advisory Group to find solutions to address this complex challenge
reflects a significant concern across the residential development industry and the wider
community about the lack of affordable housing options and a strong interest by the industry to
work with governments to develop solutions.
We propose that through partnerships between government and industry that supports coinvestment we can achieve increased housing solutions for lower-income Victorians that result
in greater economic and social outcomes across our cities.
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Objective
The Advisory Group is seeking:


A partnership between the State Government and the residential development industry
that supports co-investment in affordable housing and significantly leverages the
government’s contribution to address the housing affordability crisis in Victoria.



Specific opportunities to work with government on developing appropriate voluntary
planning mechanisms that can contribute to new affordable housing supply.

Advisory Group Membership
The Affordable Housing Industry Advisory Group is an independently formed, cross-industry
alliance whose members share the view that:


Affordable housing is essential to Victoria’s productivity and liveability



Partnering to deliver affordable housing will deliver more and better outcomes



The solutions require significant focus and investment by all levels of government



Policies must be viable and sustainable in the long-term; and



Policies and investment must be built on an understanding of the market, development
feasibility and financing and the principles of risk-adjusted return.

Membership comprises of representatives from across the residential development industry
and share a common interest in improving affordable housing supply. Member includes: the
UDIA (Victoria), Property Council of Victoria, Planning Institute of Australia (Victoria), the
Community Housing Federation of Victoria, ISPT Super Property, banks, property developers
and community housing organisations.
The Advisory Group has been meeting since early 2016 and is chaired by Common Equity
Housing Ltd.
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Affordable housing definition
The Advisory Group has adopted the following definition of affordable housing:


Housing that is appropriate and available for the range of low to moderate-income
households (defined as households earning up to 120 per cent of the median
household income) to rent or purchase at approximately no more than 30 per cent of
gross household income.



Where appropriate housing is defined as:
o

appropriate for that household in terms of size, quality, accessibility and
location;

o

integrated within a reasonably diverse local community;

o

does not incur unreasonable costs relating to maintenance, utilities and
transport;

o

provides security of tenure and cost for a reasonable period.

This definition has been adapted from the definition agreed to by all Federal, State and
Territory Planning, Local Government and Housing Ministers in 2005 (Framework for National
Action on Affordable Housing, August 2005).
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Key Message
Our key message is:
1. Affordable housing should be considered as key economic infrastructure.
2. Investment by all levels of government is essential. Upfront capital, recurrent subsidy,
financing arrangements and guarantees, government land and planning incentives is all
required.
3. It is critical to understand the conditions in which the residential development industry
operates for any strategy to be successfully implemented.
4. The industry wants to be part of the solution but has to be enabled to contribute and coinvest to deliver the significant number of affordable housing outcomes needed.
5. While the planning system can play an important and improved role in facilitating
affordable housing supply, without other investment planning mechanisms will only
deliver a small proportion of the required supply.
6. A partnership approach is critical. We want to work with government to consider
practical solutions with a strong interest in developing voluntary planning provisions.

Our Objectives
Our objectives for an affordable housing system include:
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Roles and Requirements
We recognise that each stakeholder has different roles and requirements that need to be met
to operate efficiently. We have summarised these roles and requirements as a foundation to
then explore how policy approaches either align with, or may counteract, different underlying
conditions:

Role of Government
We advocate for governments to create the underlying conditions and environment that
enables the residential development industry to participate and co-invest. We seek
governments to support and provide for:


An efficient housing market



Government investment



Affordable housing plans and supply targets



Conditions that support private, public and NFP investment



Appropriate use of planning tools and mechanisms



Streamlined and adequately resourced decision-making



Community engagement and education



Targeted, secure, well managed affordable housing outcomes; and



Appropriate monitoring and evaluation.
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To be effective it is important policies:


Provide market certainty, stability and transparency



Support a level playing field



Be based on sound development economics and feasibility



Be underpinned by realistic expectations of industry capacity and limitations



Have capacity to be scaled and to deliver long-term outcomes; and



Support innovation.

Strategies
The Advisory Group has assessed at a high level a range of potential strategies against these
industry conditions, set out on Page 9, to highlight the specific elements that we suggest are
required to support successful strategy implementation.
An effective delivery framework requires a good understanding of how any proposed strategy
may affect each of these conditions for different stakeholders.
We would welcome an opportunity to work with government to further explore the potential
application and conditions under which different strategies could be applied to support
affordable housing supply.
As a demonstration of how this framework can be applied in practice we have undertaken a
preliminary assessment of two strategies - the Victorian Government’s Central City Built Form
Amendment C270 and the Advisory Group’s proposed density bonus scheme - against our
identified industry conditions. These assessments are summarised at Attachment 1.
The process of assessing Amendment C270 against the industry conditions highlighted that
there are different views amongst stakeholders as to the potential impact of this provision,
which has reaffirmed the importance of early engagement between industry and government in
the development of policies concerning housing supply and investment.
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Role of planning
We suggest that the planning system can play an improved role in supporting the delivery of
affordable housing outcomes, however, we note that in isolation, planning will only support a
modest contribution to meeting affordable housing demand.
We advocate for a range of investment approaches including the use of financing and funding
tools and government land provision that can be combined with voluntary (opt-in) planning
mechanisms to maximise outcomes. Government leadership and engagement with the
community is also critical to supporting housing supply outcomes and the implementation of
new planning approaches.
Planning is considered particularly beneficial in supporting the distribution of a diversity of
outcomes in the right locations. Developing planning responses to affordable housing requires
an understanding of development economics, market interactions, financing requirements,
development process and risks.
We can support government to understand these conditions, the views of different
stakeholders, and how different models could impact on development outcomes. Engaging
with the industry to explore and co-develop potential planning mechanisms will support sound
government decision making and the industry’s interest and capacity to invest and implement.

Potential planning responses
The Advisory Group collectively supports opt-in voluntary planning approaches that are
underpinned by development economics and supported by appropriate incentives and
investment.
As evidence of our interest in developing solutions we have considered various forms that
planning mechanisms could take that could meet our proposed industry conditions.
The following models, summarised on Page 11, are proposed for further development with
government:


Priority Development Assessment



Priority Development Assessment with Floor Area Uplift.

These models seek to respond to key development challenges – time and certainty. Each
model seeks to create value to assist in partially offsetting costs associated with providing
affordable housing.
Government funding is essential to deliver affordable housing at scale. Appropriate planning
responses could further leverage and support this investment, and can ensure outcomes are
directed to the right locations.
Page 12 provides an illustrative example of how a diversity of outcomes could be delivered in a
place-based setting through the combination of investment approaches and tools including
voluntary planning approaches, supported by different stakeholders working in partnership.
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A PARTNERSHIP APPROACH
Delivery of the scale of affordable housing that is required to meet lower-income households
housing needs will not occur without government and industry co-investment and partnerships.
The Affordable Housing Industry Advisory Group is ready and willing to utilise its industry
expertise to work with governments to inform policy making and to partner to co-design and
deliver responses to meet this challenge.
We are seeking opportunities to work with government on the development of strategies,
specifically, to explore how voluntary-based planning mechanisms could be structured to
ensure that any use of the planning system towards this objective can meet industry conditions
and enable co-investment. This could be achieved through several different engagement
approaches, such as:


Semi-structured engagement on a range of potential models on a non-committal basis;



Focused and structured engagement on one or more models on a confidential nondisclosure basis;



Formalisation of a government stakeholder advisory group; and/or



Wider public-engagement processes on the basis these are undertaken early and on
an ongoing basis.

The lack of affordable housing options represents a significant challenge to the State’s
economic and social growth. This challenge requires a multi-pronged approach involving a
range of stakeholders working together in partnership. Through engaging with the industry
through groups such as ours we expect government decision making will be enhanced, as will
the likelihood of the industry’s capacity to co-invest and support outcomes.
The Affordable Housing Industry Advisory Group looks forward to co-designing solutions with
governments that can support investment, provide opportunities for low to moderate income
Victorians to achieve stable, appropriate and affordable housing, and contribute to our cities
productivity and liveability.
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Attachment 1
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