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1. Imperatives for creating great Australian cities
1.1

A once in a century opportunity, and a clear challenge

We have observed in the papers that make up this study for the Property Council that Australian
cities are globally popular, renowned for their quality of life and appeal, and considered great
places to visit, study and invest. People want to live in Australian cities. They want the
combination of the lifestyle, economic opportunity and sense of excitement that Australian cities
bring. They want to participate in a new phase of Australian history – a period where the promise
of the freedom to live well takes an urban form, and the cities of Australia become the means to
carry that national quest forwards.
As this metropolitan century now unfolds, Australian cities continue to attract population growth
that surpasses the capacity of their infrastructure systems, housing supply and metropolitan
governance. In this period, they have become increasingly difficult places to live, work, travel
around, and gain access to affordable and good quality homes. This trend is especially stark when
Australia is viewed against other nations. For example, in this same cycle Canadian cities are
discovering a new path; one that combines their famed civility with great public services,
cosmopolitan populations, and new sources of knowledge‐intensive enterprise. Canada, despite
its deeply rural history and nature‐inspired identity, is becoming a metropolitan country. In a
similar way. Australian cities must now become the new engines of both national success and
Australian ideals and identity.
The challenge is actually very clear: Australian cities need to match their brand appeal for great
lifestyle and opportunity with systems of management infrastructure, investment and
institutions that equip them for the century ahead. Their ‘brand’ is currently better than the
‘product’. We know that this situation can only be sustained for a short period before decline
begins. The Australian city brand will always attract customers, but those customers will be
increasingly disappointed.
This means there is a basic need for change and reform that adjusts the fundamental assumptions
about what, and who, cities are for and how they should be stewarded. It means a new bi‐partisan
approach to cities that sees them as long term national assets worthy of visionary thinking and
permanent partnership agreements, rather than as sites for political contest and the sport of
blame and recrimination. It means a reset.
Australian cities need to shift towards high amenity, medium density, multi‐polar metropolitan
living supported by high quality public transport. All the great cities of the 21st century have been
through some common version of this shift. The cities we celebrate today – Singapore, Hong Kong,
Seoul, Tokyo, New York, London and Paris – have all found the same basic path of high‐capacity
public transport that underpins and supports superb urban amenities with high quality, medium
density living. This combination drives the ability to grow and co‐locate population, economy and
quality of life together, rather than as trade‐offs, alternatives or in separated spaces. In the
metropolitan century, living, working and recreation must be combined in high amenity cities,
not separated in low amenity sprawling endless areas.
1.2

What are the cities for? Cities and the Australian dividend

Cities are for people. They act as magnets for opportunity, prosperity and a collective lifestyle for
an increasing majority of Australians, and for future generations of Australians to come. People
want to live in cities because this is where the jobs and services increasingly are. People also
increasingly want the vibrancy, vitality, buzz, interaction, entertainment and street life that cities
provide. Thinking about cities involves not just making them work today, but also helping them
to be great in the future for the jobs and the people that are yet to come.
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Cities can also help to achieve wider goals for the whole of Australia.
Focusing on cities is not a way to preference some locations over others. Cities are simply the
major population centres, economic hubs and infrastructure networks that have specific needs
and urgent challenges. Focusing on cities is about trying to make them work for the populations
that they have now, and the people they will attract into the future. This can be done while also
addressing wider national priorities.
For example, an approach to address the needs of cities is not an alternative to acting upon rural
and regional agendas, and the needs of their populations. Cities and the rest of the nation are not
locked in a zero‐sum death match. Indeed, improving the performance of cities is an important
means to help regions and rural areas. Well‐run and well‐managed cities tend to lead to more
prosperous regions, and they also foster rural areas that are well supported and that understand
their urban customers better. Cities provide these positive spill‐overs not only by raising tax
revenue but also by supplying new knowledge, techniques and products to rural sectors, acting
as gateways to trade, investment and tourism, raising skills and enterprise, driving more
integrated and productive supply chains, and through many other mechanisms. Our case studies
and comparisons reveal this clearly. German cities succeed along with rural Germany. Canadian
cities anchor and support their regions with amenities and opportunities.
Equally, focusing on cities is an essential means to achieve important public goals. Cities are the
major sites of population settlement. How well the cities operate as hubs of transport, as markets
for housing, and as centres for education and culture, will have major impacts on the health,
participation and self‐confidence of whole societies. Healthy cities mean fewer people with
chronic illnesses. Cities can act as integrators and catalysts of social mobility. The quality of city
governance determines whether a society becomes more, or less, polarised and segregated as
wealth increases. Well managed ‘good growth’ in cities is a shared prosperity across an organised
metropolitan area. ‘Bad growth’ creates costs for the many, and benefits for only a few.
If the cities work well as sites for enterprise, trade, creativity and innovation, this boosts
productivity, job creation, wages, profits and tax revenues for all tiers of government. To do this
they need well‐coordinated systems to support business, encourage trade and commerce, and
boost innovation. They must also combine places to live with places to work, trade, discover, and
innovate and foster key locations and precincts CBDs, entertainment zones, innovation
precincts that are distinctive, appealing and well run. When this works well in cities, it creates
more customers for small businesses and for regional and rural enterprises, products and
experiences.
Moreover, if the cities are efficient and transparent, with stable plans and pathways, and with
sound systems for waste, water, energy, food, construction and digital connectivity, this improves
air quality, reduces greenhouse gas emissions, enables re‐use of precious resources and improves
long‐term resilience. This will protect the planet, support public health, drive investment,
enhance job creation and contribute to national self‐confidence and esteem. It will lock‐in
adaptability rather than rigidity.
Cities that foster great cultural output and play host to the creative sectors and performers – the
writers, artists, musicians and actors – support the creativity of everyone in that city. This not
only encourages new kinds of industries, but also builds distinctive identity and a sense of
belonging. It drives demand in education, tourism and exchange. If cities can achieve these things
they can collectively inspire and expand the national identity.
Great cities are a means to make the whole nation succeed. Consequently, addressing the growth
pains of Australian cities is not just an agenda for urbanists, metropolitan elites or city planners.
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This should be a national project that touches every aspect of Australian public life. It provides a
basis for meeting multiple goals by making these key population centres work well for all.
1.3

The choice for Australia and the burning platform

Australia has enjoyed a long economic boom in which aggregate wealth has increased and
external investment has boomed. It is perhaps easy to see why some people doubt that there is
enough ambition and appetite to look for the imperatives that need to be solved. But the emerging
problems in urban Australia are there to be seen in the data and analysis that we, and others, have
reviewed. The imperatives are also there to be seen in the frustration of motivated people who
live and work in Australian cities but are impacted by high costs, poor amenity in distant suburbs,
or long commutes. Exceptional growth and success always reveals new challenges, underlying
weaknesses, and fresh horizons. Australian cities are no different.
Several times during this study, commentators have remarked that the problem is that there is
no clear ‘burning platform’ for Australian cities. There is no ‘clear and present danger’ that
presents a compelling reason to act and to make deep reforms and real changes. We disagree with
this assessment. We see at least seven reasons to pursue profound changes and reforms that will
better equip Australian cities for the remaining 80 years of this metropolitan Ccntury.
These seven reasons are:
i.

Australia is accidentally pursuing a low amenity and low liveability model. Despite
Australia’s famed quality of life and the promotion of a national lifestyle ideal, the
majority of new developments for the many people moving to Australian cities are low
liveability, low amenity and situated in ex‐urban areas that require lengthy commutes to
centres of services and places of work. The data shows that most of the fastest growing
areas are now outer suburbs at the end of growth corridors, locations which attract key
workers but often have limited access to education, health and social services, and
cultural facilities.1 Whilst the majority of these are constructed to a good standard, they
are increasingly in remote locations and far from the jobs and amenities that make the
city click. This accidental low‐liveability model is a consequence of coordination and
policy failures that have not addressed the need for population growth to be sequenced
with infrastructure, housing supply and services. Most Australian cities have not yet
broken out of the single centre, low density, radial commuting model and they urgently
need to shift towards being multicentred metropolitan areas, with different combinations
of lifestyle choices, some of them in higher density, higher amenity urban cores.

ii.

Australian cities are not yet well run and are vulnerable to shocks. As we observed in Paper
2, despite positive recent new initiatives such as Plan Melbourne, the Greater Sydney
Commission, Perth’s Metronet, and the South East Queensland Council of Mayors, the
overall challenge is that the Australian institutional framework does not easily produce
the collaborative governance that multi‐jurisdiction metropolitan areas need, nor does it
provide metropolitan management systems that are durable.
The specific role separations between local, state, and federal governments, combined
with the different incentives or negative incentives provided by fiscal systems and
flows, and the political imperatives derived from the way jurisdictions are drawn highly
localised for municipal governments, and covering large territories for state
governments means that the largest metropolitan areas are somewhat ‘orphaned’ by the
governance system unless other effective complementary efforts are made. The lack of
sustained governance and institutional frameworks for metropolitan areas also limits the
capacity of the private sector to respond to the megatrends or invest in the urban
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environment. The private sector needs these broader metropolitan frameworks to guide
investment.
This is a key explanation of the backdrop of the substantial recent infrastructure deficits
in Australian metropolitan areas and of why there has been such a need for a catch‐up
investment programs to help the cities cope with growth. The absence of governance and
institutional frameworks for metropolitan areas continues to hold back the capacity of
the private sector to respond to the urban opportunity and invest in the urban
environment. By the global standards that we reviewed in Paper 2, there is a need for a
sustained focus on governance and institutional frameworks for Australian metropolitan
areas if they are to overcome the current cycle of excessive side effects and externalities
generated by growth, to be ready to fulfil the promise of Australian life in the urban
context.
iii.

The housing affordability crisis corrupts the Australian dream. The promise of Australia is
that a deep commitment to civic freedom, endeavour and hard work will produce
prosperity, and with that, home ownership for the majority, in a country which enjoys
superb amenities, and a great quality of life. But the current housing affordability crisis
threatens all of this. As we highlighted in Paper 2, unaffordability has become more severe
more quickly than in many other nations and regions that have similar assets to Australia.
There has been a failure to anticipate that housing and jobs must be sequenced together
in the same metropolitan areas so that people can live near to work, and, as a result,
commuting distances have increased to well above the global average in Australian cities.2
As jobs urbanise, housing must take on new urban forms if it is to be sufficient, proximate,
and affordable. This is the key gap in Australian planning of the past decades. As more
jobs flock into cities, unless visionary metropolitan plans can foster multiple urban cores,
and new housing formats can emerge to serve these metropolitan labour forces, the
Australian economy will stumble.

iv.

Australian cities need to host economies that will retain top talent, and for that they need
jobs to be clustered with high amenity lifestyles in cities. These features can only be
achieved through better infrastructure combined with land use reforms that increase
intensity, mix, and proximity.
As we observed in Paper 2, Australian higher education is first class, and Australia is
attracting a highly valuable global talent base though international higher education and
migration. However, Australia is also still losing talent and skills, especially at the top end
– current estimates are that the number of Australians based overseas in professional or
managerial roles is more than 600,000 and rising, in addition to 2.5 million non‐
Australian born alumni of Australian universities.3 Despite much needed international
immigration, the aggregate effect is a drop in average skills levels. Without international
immigration the effect would be worse.
Australia needs to build its share of knowledge intensive jobs. This is one area in which,
according to the World Bank, Australia is currently lagging the leading nations in Europe
and Asia.4 For that to happen, it needs cities of scale that can be the enterprise platforms
of the innovation economy. The innovation economy is now an urbanised economy whose
fabric consists of densified ‘high interaction’ cities which spawn innovation and
cooperation. The extraordinarily low density of Australia’s cities by international
standards, which are 10 per cent less dense even than New Zealand, limits their ability to
host the innovation economy. The urban forms of the open innovation system include co‐
working buildings, tight clusters of firms and institutions in neighbouring buildings,
public space, high amenity locations, and compact mixed use urban districts. This is the
context in which both workers and firms can optimise their interactions, choices and
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productivity. Retaining top talent in Australia is about high quality scalable cities, and the
depth of the advanced industries that they can host.
v.

Dependency ratios are rising in Australia. The combination of increased life expectancy
coupled with steady birth rates is producing a higher dependency ratio – the number of
people over 65 per 100 working age people 20‐64 years will rise from 25 today to 41
by 2050.5 This requires action. This means that there is a need to increase productivity
and innovation in the Australian economy to host more profitable businesses with better
paying jobs, contributing more to tax revenues that provide services for dependent
populations. At the same time, there is an imperative to ensure that dependent
populations can live in locations where affordable quality services can be provided. This
means that cities need to have space for ageing and younger populations combining
health care, schools and other urban amenities. A low density and sprawling model will
be a very expensive platform to provide services to an increasingly ageing population, and
it will reduce quality of life in old age.

vi.

The customers are becoming competitive. There is a dominant current narrative in
Australia that argues that proximity to South East Asia, and the growing Asia Pacific
consumer markets more generally, will drive growth in the Australian economy for
several decades to come. The growing Asian middle class will drive a boom in
international students, tourists, medical procedures, food and wine, and property
investment. We reviewed these trends in Paper 1 and there is real evidence to support
this thesis as Asian students flock to Australian universities and Asian investors snap up
ready‐made urban apartments.6
The underlying challenge is perhaps less evident. In the longer term, these current
customers will become competitors. Japanese and Singaporean higher education, Korean
and Taiwanese health care, holidays in Hong Kong, and a revitalised Macau, as well as
improving ASEAN destinations, are all part of the emerging picture. As we showed in
Papers 2 and 3, the competitive assets and aspirations of the leading cities in Asia are
growing all the time. As we have also seen, these cities, and others, are moving ahead in
terms of digital infrastructure and adoption of a digital economy.7
It is essential for there to be some strategy to leverage Australia’s current advantages into
a wider basket of spill‐overs and multipliers that boost Australian value and
specialisation. This strategy will move beyond the opportunism to sell the current
product degrees, medical procedures, holidays . For this to occur, a clear focus on the
economic specialisations and innovation leadership in the largest metropolitan areas will
be required. This, in turn, means that the Australian metropolitan cities need sharper
economic development strategies supported by all tiers of government with private and
civic actors. In our review we have not found any clear examples of this kind of joint
economic strategy for any Australian metropolitan area.

vii.

The myth of the next commodities cycle. There is confidence in many parts of Australia
that a new commodities cycle will shortly begin, and Australia is poised to once again
enjoy the fruits of such a boom. International experience shows that countries that have
enjoyed commodities booms such as the UAE, Canada, Norway and Chile have used the
success of such booms to both invest in the diversification of their economies, and to
ensure that that they raise their positions in the sector value chains of which their
commodities are a part.
The first goal involves clear strategies for diversification in metropolitan economies. The
second goal usually involves increasing the component of technology and R&D applied to
commodities to drive innovation in the sectors that they support. Australian
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commentators in our review have expressed concern that there has been too little
investment in technology and innovation in the commodities sectors, and that Australia
is increasingly in lower positions in the commodities value chains than it needs to be to
optimise benefits. As we identified above there is an urgent need for clearer economic
strategies in metropolitan cities.
The Australian Town Planning Conference in Adelaide in 1917 produced a succinct and cogent
assessment of the challenge then facing Australian cities. More than 100 years later, the same
imperatives remain.

“The Greater Sydney population…has more than doubled itself in less than a

quarter of a century. It has experienced to the full the civic catastrophe of a vast
suburban extension, spreading over undulating areas without town planning
control or direction. Instead of such control it has suffered an extraordinary
division and multiplicity of municipal or other local authority, which has
contributed to more than prevented an accumulation of problems at the cost of the
whole populace and the state itself. Melbourne, Adelaide, Brisbane and other cities
have experienced similar expansions to a less degree, but accompanied none the
less by unfortunate, inconvenient, and uneconomical results.”
…
“The town planning developments of these international cities, both in their
historical and modern aspect, are enormously interesting, and in contrast to
Australian cities show how much is lacking in the system, or the want of
systematic control, in our towns and cities.”
Charles Compton Reade
The first Australian Town Panning Conference, Adelaide, 19178
For much of the last century, Australian cities have been less serviced by high capacity
infrastructure, less co‐ordinated and less well‐managed than others around the world. In
previous decades these deficits were not as costly due to Australia’s cities’ exceptional natural
environment, few growth constraints, successive cycles of economic growth, and a compelling set
of national and city brands geared around lifestyle and opportunity.
These advantages were coupled with an economy that was spread throughout cities, suburbs,
regions and hinterlands. But the base of jobs is now urbanising rapidly, and the priority is to host
high value sectors and activities that need high‐amenity urban locations for their well‐paying
jobs. This means that the inherited success model of Australian cities will no longer work and
must change.
Over the coming decades, therefore, Australia can no longer afford for its cities to be stuck in a
low‐planning, low‐coordination, low‐investment, low‐return equilibrium. Growth in Australia’s
cities is faster than the OECD average and getting faster, and, as we have detailed in these papers,
the imperatives to manage this growth are now formidable.9
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2. Australian cities and their counterparts
This report has sought to understand and observe Australian cities within the wider context of
global change and urban reform unfolding around the world. This approach helps to make sense
of the progress made by Australia’s cities to date and to assess fairly the urgency of Australia’s
urban reforms and re‐adjustments.
2.1

Review of issues for Australian cities: the three studies

In Paper 1 we observed that Australian cities are entering the key decades of the ‘metropolitan
century’ that is proceeding quickly. As populations and jobs re‐urbanise, metropolitan markets
are fully establishing themselves as the engines of national economies, and more of them are
competing globally. We identified 10 global megatrends that are shaping the future for Australia’s
metropolises.

These trends add up to a changed scenario for Australia:






greater transport and housing demands
expanded markets for exporting education, services and products, transformation of
established industries
disrupted business models
climate instability, new energy systems
growing governance and infrastructure stretch.

We also raised the prospect that a series of disruptors may accelerate these longer changes and
‘tip’ or ‘nudge’ the way the big trends play out in Australia. The risk of polarisation, of trade and
geopolitical conflict, and of game‐changing system and platform technologies could all change the
equation for how Australian cities compete, sustain growth and succeed.
What is clear is that none of the big trends and disruptors, even in combination, herald a cycle of
large‐scale de‐urbanisation in the foreseeable future. In fact, the converse is almost certain to be
true. Instead they all reinforce the need for cities to adapt the way they are planned, managed,
financed and led in order to cope with the unexpected drivers of growth and change that lie ahead.
Many of these challenges can only be addressed by building higher density and higher amenity
cities.
The world is changing rapidly but the response from cities is to become better managed to stay
competitive, liveable and sustainable over the next 30‐40 years. The shift is underway worldwide
towards effective growth management of metropolitan areas, integrated multi‐centre city‐
regions, and fit‐for‐purpose city systems and tools with which to invest and plan for the longer
term. Relative to these imperatives, and to the changes being pursued and enacted by other
nations and regions, it is now clear that Australian cities will have to adapt substantially over the
next cycle.

9

In this paper we also observed that many nation‐states are in a cycle of reform and re‐adjustment
to better support the growth needs of their cities in this metropolitan century.10 They are
adapting in at least three core ways:


A new framework for cities – whether through new national urban policies to recognise
the different complementarities of different cities, or through adjustment to business and
investment environments to support urban sectors.



Institutional innovation – in the form of new national or metropolitan‐wide agencies
focused on long‐term delivery, incentives for local government collaboration, or systems
to reduce silos at the top level of government.



Enhanced public investment and co‐investment – to boldly catch up with infrastructure
deficits, make projects much more bankable, and to finance a wider range of large and
experimental projects.

By the standards of these other nations, we observed that Australia stands out for many reasons.
These include not only its large geographical size, its high rate of urbanisation, its concentration
of growth in the big five cities, and its specific location that now benefits from its strategic access
to Asia. Australia also has a distinctive economic history that is strongly reliant on its primary
resources, is experiencing rapid deindustrialisation, and strong growth in the services and
tourism economy. Australia is now very actively participating in globalisation on many fronts.
At the same time, Australia retains a very powerful national brand that pivots around the
country’s lifestyle, as well as historic cultural preferences for low density living and embedded
resistance amongst many citizens to urban restructuring and intensification. In setting out the
big trends and the possible disruptors, Paper 1 highlighted that Australian cities will need to
respond to 10 common and globally shared imperatives.

In Paper 2 we systematically compared Australia’s largest five cities with a basket of five cities
each from other high performing cities around the world – in Canada, Scandinavia, Germany, the
South West United States, and selected smart Asia‐Pacific cities.
The intention was not just to observe the performance of individual Australian cities, but also to
see how Australian cities perform as a system against other systems of cities. This helps us to see
common strengths and weaknesses of Australian cities in a comparative context.
These groupings of cities each have their own distinct history and operate today in very different
political and governance contexts. Nevertheless, the comparison of population trends, economic
and investment performance, infrastructure coverage, quality of life, spatial development and
governance arrangements, all made possible by the growing number of global benchmarks and
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datasets, confirms several well‐known challenges for Australian cities and brings several others
into sharp relief.

The global perspective shows that Australian cities are growing very rapidly but that many other
cities are also experiencing their own cycles of historic population change and re‐urbanisation
that are triggering new debates, adjustments and reforms. There is of course some variation in
how Australia’s big five cities perform, but in the international arena they are collectively
performing well in terms of improving their standing as locations for corporate and real estate
investment. Their status in the rapidly globalising higher education economy is very strong, and
their inherited lifestyle and natural environment assets are competitive versus all other city
groupings.
However, the data increasingly attests to the fact that Australia’s big five cities are behind in terms
of their infrastructure, affordability, land use efficiency, urban amenities, transport congestion,
journey times and distances, digital connectivity, high‐level talent and innovation system. They
also experience a high level of local government fragmentation and have relatively limited, or
only nascent, institutional capacity and tools for metropolitan development. Australian cities are
caught in a clash between a previous low public‐investment model of urbanisation that served to
support cities with smaller populations and less urbanised economies, and a new alternative
model of high vibrancy and high amenity cities that can support new industries and talent.
Many of these Australian deficits are not yet recognised and recorded by global audiences or
tracked by the more high‐profile published city benchmark studies. But this is beginning to
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change as a new generation of benchmarks starts to measure where Australian cities have deficits
low density, weak innovation systems, high costs for young people and renters, carbon
inefficiency, poor quality of place, limited economic diversification, etc . The score cards are
starting to observe these deficits and there will soon be much wider reporting of these challenges.
So, there is a risk that imperatives faced by Australian cities will be increasingly exposed to
international scrutiny with consequences for investment, tourism, talent retention and wider
appeal.
Figure 1: What the global benchmarks show: Australia’s big five cities’ collective performance in key
areas versus aggregated scores of peers in Canada, South West USA, Germany, Scandinavia and Smart
Asia

*Performance assessed using an ELO algorithm to compare rankings across multiple datasets see Paper 2 for full methodology . Performance based
on a 10‐point scale set by the highest and lowest ranking positions achieved by any of the 6 groups of 5 cities across all 14 categories measured.
Visualisation based on Nesta CITIE.

The findings of Paper 2 indicate that the global judgement about Australian cities diminish as the
nation struggles to meet the expectations of an aspiring urban population, shape urban
population growth and host metropolitan economic transition become more acute. Global
opinion will assess whether the growth management policies are successful, the impact of
investments and interventions and whether Australian cities governance is fit for purpose
Australian.
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The ability of Australian cities to deliver the national promise of the freedom to live well for a new
generation of city dwellers, and to better manage multiple cycles of growth, to resolve investment
deficits, and address the challenging externalities associated with growth and change, will likely
come to the fore.
In Paper 3 we noted that cities outside of Australia facing similar and comparable pressures have
used such opportunities to equip themselves more fully with the tools and investment for the
management of the metropolitan century. We identified a range of international good practices
that appear relevant for Australia to adopt including national and state level initiatives as well as
increased leadership from the private and civic sectors. These case studies reveal that Australian
cities have been behind the global curve and have not built a toolbox of policies and tools
commensurate with the challenges they face.
Around the world other cities, regions and nations, as well as private, civic and philanthropic
sector leadership groups, have been building their own tools and approaches to help successfully
manage metropolitan growth, and make the shift towards better placemaking, long term stable
investment in infrastructure, and more capable systems of planning.
Many rapidly growing cities are breaking with old growth management models and adopting new
‘good growth’ management systems, that emphasise public transport, housing, densification and
compact poly‐centric metropolitan cities.
Calgary has established a new city‐owned company to pilot densification, introduced a TIF‐like
redevelopment levy to capture value from future revenue increases, and streamlined planning to
allow additional living spaces on single‐family plots. The city’s close eye on placemaking and risk‐
sharing between public and private sectors, and engagement in bold citizen outreach, shows a
way forward for Australian cities with an embedded preference for low density living. Elsewhere
Fukuoka shows how a city can benefit from formal cross sector collaboration to develop a
metropolitan strategy geared around densified urban sub‐centres and much better incentives
and support to entrepreneurs. Stockholm’s experience illustrates how sub centres and ‘second
CBDs’ can be activated through comprehensive planning of amenities, focusing on developing
critical mass, and demonstration projects to re‐introduce centres for medium density family
living and older populations.
Cities and metro areas are also benefiting from their higher tier state and provincial governments
developing a more strategic growth management agenda.
In Canada, the province of Ontario established a regional transportation authority for Greater
Toronto that has incrementally grown its powers. It has also created new agencies for co‐
investment and co‐development of key districts with two other levels of government. Meanwhile,
in Malaysia Penang regional government has taken a lead in the absence of support from national
government to build a multi‐cycle development strategy backed by pro‐density regulations and
with alternative sources of funding and more profitable use of public land.
National/federal initiatives are making a difference for growing metros.
In the USA, federal legislation and cooperation incentives have enabled states and local
governments to work together on common issues of transport and land‐use planning,
establishing new metropolitan organisations that can ultimately oversee comprehensive
metropolitan, regional and economic plans. In China, national government is helping to co‐finance
enhanced transport between neighbouring cities in mega regions, creating incentives to reduce
inter‐city competition and reforming the planning system to ensure regions made up of multiple
cities grow efficiently together, combine their scale and optimise the development of corridors.
And in England, the UK government has enabled the creation of a combined authority model of
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metropolitan government without the need for an additional governmental tier and without
abolishing or consolidating existing local government. These interventions are resulting in steady
improvements in the way city regions are planned, spatially developed, and supported in terms
of skills, services and transport.
Private and civic leadership is influencing how cities, regions and individual locations within them
are led and managed.
Major corporates, small business, philanthropy and citizens are all successfully becoming more
involved in the long‐term planning of some of the world’s leading regions. In New York the
influential but non‐binding Regional Plan Association builds credibility and influence through its
expert civic leadership and uses the power of big ideas to attract public and political support.
Meanwhile in cities such as Toronto, Cape Town and Penang, business improvement districts, or
BIDs, offer a flexible way to improve the way CBDs, high streets, larger districts, and innovation
precincts are financed, managed, branded and enhanced through placemaking. Major
infrastructure projects are now involving big contributions from developers, business rates and
value capture in cities such as London with Crossrail. In Miami business developers, landowners
and philanthropic foundations have led a long‐term citywide program of diversification from
tourism to seven globally traded sectors, helping to transform Miami into a trade, investment,
and business hub, and an art and culture destination.
These case studies highlight that by international standards, over the last 20 years, Australian
cities have relatively few tools and a low level of financial and operational innovation. This seems
to reflect low confidence in Australia with the outcomes of previous tools, combined with a
historically weak level of bi‐partisan cooperation between levels and tiers of governments led by
different political parties. These case studies highlight that, in other nations, there is an emerging
recognition that solutions to urban and metropolitan problems require 20‐30‐year interventions
and therefore need to be the products of bi‐lateral and non‐partisan endeavour. Perhaps the
single most important observation from these case studies and comparisons is that bi‐partisan
cooperation on the development of cities and metropolitan areas is alive and well in many other
countries, and is producing pragmatic reforms and innovations that equip cities better for their
challenges. Until recently, for example with the establishment of the promising City Deals, this
appears to have been absent in Australia.
2.2

The distinctive underlying issues for Australian cities

The three papers we have prepared also throw into relief some distinctive elements about
Australia’s patterns of economic and spatial context in its current cycle.
Distinctive economic and spatial context
i.

Rapid rate of economic transition to a metropolitan economy, which is underpinned by the
locational shift of corporate, services and more knowledge intensive industries to cities and
rising opportunities in the innovation and experience economies, and which is intensified by
the preference of immigrants and international students to locate in the centres and suburbs
of the major cities.

ii.

High jobs concentration in CBDs. The growth in sectors such as funds management,
insurance, design, engineering and international education, as well as services related to
manufacturing and mining, means that 10 per cent of Australia’s GDP is now produced in
just seven square kilometres of Sydney and Melbourne’s CBDs. CBD businesses in the big
five cities are much more productive on average, along with secondary commercial centres,
and airport districts. Sydney’s CBD produces nearly 50 per cent more output per hour
worked than Parramatta.11 Similar patterns are also visible in Perth and Brisbane. Although
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concentration is a common feature around the world, the monocentric character of jobs and
growth in Australian cities surpasses most of its global peers.

Figure 2: Economic activity in CBDs and other centres of Australia’s four largest cities

Source: Kelly, J‐F., Donegan, P., Chisholm, C., Oberklaid, M., 2014, Mapping Australia’s Economy: Cities as engines of prosperity,
Grattan Institute, licensed under a Creative Commons Attribution‐NonCommercial‐ShareAlike 3.0 Unported License

iii.

Rapid increase in sprawl and spatial divides. The re‐urbanisation of the economy has
coincided with the ongoing suburbanisation of residents in Australian cities. As Figure 3
highlights, outer suburbs continue to absorb a major share of population growth, despite
the progress so far in densifying the CBDs of Australia’s big cities.12 Much of this growth in
population has been occurring on greenfield development, partly because the ‘missing
middle’ of Australia’s inner suburbs means there is a lack of medium density choices for
buyers and renters. Increasingly wealthier residents live closer to the city centre: the
income of residents within six kilometres of the CBD is more than 30 per cent higher than
those living 15‐50 kilometres from the centre. These divides are growing as housing
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affordability declines and present a threat to Australian cities’ competitiveness and
cohesion.

Figure 3: Outer suburb population growth as share of total population growth

Source: Charting Transport 2018 . Outer suburbs defined as fringe areas beyond the ABS urban centre boundaries within each
Greater Capital City. For full explanation see https://chartingtransport.com/2016/12/03/which‐australian‐city‐is‐sprawling‐the‐
most. NB: Figures can exceed 100% if declines occur in other parts of the city region

iv.

Spiralling infrastructure demands. The combination of rapid growth, an enlarged urban
footprint and long‐term investment deficits means that Australia now has big infrastructure
demands. Infrastructure Australia’s audit forecasts demand for extra public transport
journeys of around 64 per cent in Perth, 62 per cent in Melbourne, 31 per cent in Sydney
and 25 per cent in Adelaide.13 Meanwhile storm water and sewerage systems will require
a step‐change in capacity – and investment – over coming decades, especially in Sydney
and Melbourne.14 Of the projects and initiatives identified in Infrastructure Australia’s
2018 Infrastructure Priority List, Sydney is the prospective beneficiary of an especially
high number, because of observed deficits in Greater Sydney. However, the next cycle of
infrastructure projects in Perth, Brisbane and other cities are also urgently required.
Infrastructure Australia’s high priority projects, as of March 201815
‐
‐
‐
‐
‐

‐

Sydney M4 Motorway upgrade Parramatta to Lapstone to boost outer
western Sydney connectivity
WestConnex to address inner west Sydney road congestion
Sydney Metro: City and Southwest to enhance Sydney’s rail network
capacity
Western Sydney Airport
Melbourne M80 Ring Road congestion relief
Brisbane Metro to enhance inner city public transport capacity.

The ability to meet this infrastructure demand is held back by concerns that the cost and
inefficiency of infrastructure is much higher in high sprawl contexts,16 and that there are
limited tools to optimise private sector investment. As a result, Infrastructure Australia
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advocates a substantial densification process to accompany the next cycle of
infrastructure.
The case studies in Paper 3 also indicate that relative to other OECD countries Australian cities
operate in a particular political context that shapes the appetite and opportunities for change.
Australian cities’ distinctive political context
i.
ii.

iii.
iv.

v.

vi.
vii.
viii.
ix.
x.

High dependence on, and expectations of, governmental action and public policies to
resolve major development challenges despite complex and long‐term nature, often
leading to disappointment and recrimination when short term policies do not succeed.
Highly partisan politics. The culture of partisanship makes it harder to solve long‐term
urban development challenges. For example, it is difficult to address key policies that
require multi‐cycle approaches such as infrastructure investment or housing supply
expansion, or land use reforms towards more compact cities. Such policies require
continuity of purpose over several political mandates and therefore some bipartisan
approaches.
Unstable political coalitions that form in Australian politics often mean that marginal or
niche issues pre‐occupy governments, and there is limited scope for long‐term strategic
development.
Federal government has historically had only a limited role in the country’s major
population settlements. That has changed since 2016 with the Smart Cities Plan, increasing
progress on City Deals, the creation of a National Cities Performance Framework and
funding local urban technology solutions within the Smart Cities and Suburbs Program.17
Local governments are disempowered and have few fiscal or political incentives to
promote growth, or to pool risks and resources for the greater good of metropolitan areas.
As a result, most change agendas tend to come from top‐down direction by state
governments, with some exceptions such as South East Queensland.
Rural votes have greater influence in some cases over election outcomes than urban votes,
discouraging politicians from adopting strong pro‐urban agendas.
Limited public education on flows, links, inter‐dependencies and complementarities
between cities and regions and rural areas, leading to an incorrect presumption that all
locational investment decisions are zero sum.
High public debt and low public investment, with a strong aversion to increasing public
debt to fund productivity enhancing infrastructure, even in a low interest rate
environment.
Limited public‐private collaboration, and generally an equilibrium of low trust, low
partnership and low co‐investment.
This is compounded by low market and public confidence in large infrastructure PPPs that
have run over budget in the past 15 years, partly because of weak appraisal and the
politicisation of project selection.18

It is consequently apparent that relative to other leading nations grappling with the same
megatrends, the possible game‐changing disruptors, and the process of urbanisation, Australia
experiences several challenging governance deficits.
Distinctive governance deficits in Australian cities
i.

Weak co‐governance arrangements for deciding how much money gets invested on what.
Although it is feature of federal systems that there is the potential for different policy
priorities at each tier, in practice these are overcome through negotiation in many
countries.19
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ii.
iii.
iv.
v.
vi.
vii.
viii.
ix.
x.

High levels of local government fragmentation remain a critical feature of the metropolitan
areas and this leads to incoherent local planning policies across such areas with state
governments needing to invent ‘overlay’ solutions to address it.20
The absence of strong incentives or obligations for either collaboration at metropolitan or
regional scales amongst local governments, or any real incentive for local governments to
accept, service and optimise population growth.
Inefficient metropolitan systems integration and management in relation to densification,
transport, housing and land uses.21
Low capture of value associated with infrastructure and risk of failing to optimise
infrastructure investment due to weak land use reforms.22
Over reliance on road building and conversely quite limited exploration of demand
management mechanisms for car use.23
Very high politicisation of infrastructure decision making, with apparent and generally
accepted high levels of using infrastructure investment to bonus specific jurisdictions.
Only loosely formulated national framework for how urbanisation should take place.
Low innovation in terms of urban management, place management, public‐private
partnerships, demonstration projects and pilots.24
Low expectations of what business and civic leadership can contribute to urban and
metropolitan governance and overly high reliance on government and policy solutions

This review of the deficits in Australian cities paints a challenging picture of the limitations of the
tools these cities now have at their disposal. As we shall see in the following sections there is also
rapid progress being made that must be built upon and initial reforms that need to be extended
and deepened. Overall, the global comparative evaluations demand a new and improved set of
tools and levers for Australian cities.
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3. Recommendations: Tools and levers for Australia’s cities
3.1

Building the toolbox for Australia’s cities

Australia’s urban growth needs new urban and metropolitan forms, enhanced governance and
precision tools if it is to work. Figure 4 highlights the 12 essential features that Australia’s cities
will need to acquire over the coming period if they are to make the most of their unique phase of
urban growth.

Figure 4: Key features that Australia’s cities will need to manage the urban growth cycle.

Foundations


‘Whole city’ governance, leadership, vision and story‐telling are essential in order to
organise growth and capture public imagination about the story of change and journey
towards a high amenity medium density metropolitan future.



Strategic planning that integrates all priorities and departments overcomes the risk of
siloed approaches and helps to ensure that public investment is used most efficiently.



A national framework that actively shapes urbanisation to achieve long‐term national goals
is key to recognising that great cities will contribute to a wide range of public aims such
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as liveability, resilience, health, innovation, culture, welfare, education, safety, and a sense
of belonging.
Long lasting agreements, deals and partnerships between different levels of government
enable policy and investment to be sustained over multiple political cycles, and provide
more certainty that gives the private sector confidence to invest and to innovate.
Far‐sighted civic leadership, improved citizen engagement and more experimentation are
critical to ensure that there is a positive psychology around processes of city change and
densification, and that solutions are geared around what is proven to work.

Mechanisms


A consistent high rate of infrastructure investment and infrastructure finance innovation is
what ensures that cities continue to catch up with inherited deficits and do not fall further
behind. It is necessary to develop a broader range of sources and mechanisms to pay for
much needed infrastructure. This should increase and sustain the scale of investment and
value for money.



Use of public land, anchors and assets to strategic goals allows cities to unlock new areas
of opportunity, catalyse new development processes, and adjust to new economic and
social trends.



Planning systems that are more adaptive to optimise impact of infrastructure investment
will help cities to promote and deliver optimal change in the most agile and transparent
way, using data effectively, and to capture the full value of infrastructure investment.



A high quality of placemaking, place management and tactical urbanism help to make
compelling precincts that are fit for purpose for the innovation and experience
economies, and a wider group of city neighbourhoods and districts attractive to residents,
consumers and innovators, and boost the overall liveability of a city.



Master‐planning and pooled public budgets for neighbourhoods and areas allows cities to
plan and spend for a ‘total place’ rather than in single and fragmented actions, to design
services and infrastructure to fit the real needs of the community.

3.2

A new toolbox for Australian cities: Recommendations for key instruments

In this context we present 12 recommendations for how to equip Australian cities for the
remaining decades of the metropolitan century. These recommendations draw upon the case
studies and analysis presented in Papers 1, 2 and 3.
The first six recommendations are to deepen and expand promising developments and initiatives
in Australia in order that they fulfil their potential over the longer term. The second six are to
foster new tools and innovations, based on international practices, that have not yet been
developed in Australian cities.
Build momentum to expand and deepen promising current developments
i.

The evidence base and business case for cities and infrastructure

ii.

Making City Deals permanent
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iii.

Metropolitan leadership and governance, and planning tools

iv.

Integrated transport authorities

v.

Infrastructure and growth compacts

vi.

Precinct partnerships and management

Foster new innovations and tools
vii.

Local government combinations

viii.

Reforms in the housing market

ix.

Infrastructure funding and finance

x.

Metropolitan and innovation economy

xi.

Compelling public leadership, wider civic engagement and proactive business

xii.

Joining the dots: Connecting Australia’s powerhouses

3.3

Expand and deepen promising developments

Here we recommend that existing developments and initiatives should be expanded, deepened
and developed to become fully effective over the longer term.
i.

The city evidence base and business case for cities

Debates about Australian cities and what they need have not always been well informed by the
systematic collection of evidence and analysis. The preparation of the National Cities
Performance Framework is an encouraging start, as is the series of studies from Infrastructure
Australia, the Grattan Institute, state governments, and the higher education sector. In addition
to the improving data on housing, environment and social patterns, a priority is improved spatial
economic data that would reveal the interdependencies between Australia’s cities and between
cities and their regions. It would also make the case for new kinds of investment. This is needed
to overcome a dominant zero‐sum competitive mindset that suggests that all territories are
locked into a winner/loser competition with one another rather than being in a position to
complement, reinforce and work as teams. Transforming metropolitan management into a more
evidence‐led, and less politicised system of decision making requires that this evidence base be
built up and integrated. This is an essential tool for optimising investment decisions and building
credible metropolitan planning.
It is clear from the successful early work of the Greater Sydney Commission, the regional analysis
being developed by the SEQ Council of Mayors, and the work undertaken on Metro Melbourne
and Metronet, that the better quality the evidence provided on metropolitan growth dynamics,
the more compelling and persuasive the plans are, and the more likelihood they have of citizen
and inter‐governmental buy in.
Distinctive forms of evidence building and case making are required now:


Metropolitan areas: continuing to develop and communicate the inter‐dependence of
economic and population change with environmental goals through the locations of work,
housing, transport, amenity and lifestyle is key to fully understanding how metropolitan
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areas function and need to be planned. An important agenda on spatial form is a better
understanding of how metropolitan areas can develop successful multiple centres.


Housing: assessing the local distinctiveness and mosaic nature of housing markets is key
to calibrating interventions that will work.25 This fine‐grained intelligence of sub markets
makes different approaches feasible in key locations.



High‐amenity/medium‐density cities: the strong cultural and civic resistance to
densification has its roots in inherited ideals, asset value concerns, and lack of confidence
in the ability of public authorities to sequence and deliver high amenity ‘good density’
effectively. Developing compelling case studies of how this has been achieved to foster a
demonstration effect is a key part of building the business case for densification.



Innovation economy: gathering evidence on how to create the ecosystem and business
climate requirements of the innovation economy is important. Much of the current
endeavour appears to be preoccupied with how to establish innovation precincts rather
than how to foster the environments in which they might arise, mature and succeed.
Building the innovation economy is not just about support for innovation precincts. It is
about fostering robust strategies based on a clear evidential assessment. Industry NSW is
starting to assemble such an evidence base.26



Powerhouses and corridors: there are important opportunities to think and plan more for
the combined scale and scope of otherwise separated cities and metropolitan areas. This
is evident in the regions around and between the key metropolitan areas that are the
focus of this study. We recommend a coordinated and systematic assessment of the
combined regions is undertaken.



Precincts and districts: many of the key goals of Australian cities require sharper focus on
optimising district and precinct performance, to make the most of infrastructure
investment, or to host key new amenities and economic functions with specific
requirements. There is a global knowledge base on how to shape and manage precincts
and to understand their performance and boost effectiveness. But we did not uncover
much of this knowledge base in Australia during our review. We recommend that a
national level intelligence project is undertaken.



Australian system of cities: the new National Cities Performance Framework is a positive
development from the Australian Government. It offers scope to develop more insights
into the interdependence of Australia’s key cities and where greater collaboration may be
productive. There is an opportunity to leverage more of the big data produced in real‐
time that is to provide new and timely perspectives on the needs of cities to better inform
decisions about how to manage rapid growth and change.

ii.

Make City Deals permanent

The major new development in cities policy in Australia is the City Deal program. This provides a
significant opportunity to rectify the bi‐partisan and multi‐level governance deficits that
otherwise seem to pervade Australian cities. This program has the potential to accelerate
strategic planning, co‐investment and governance reforms through negotiated agreements that
can be quickly operationalised. In France, UK, Sweden, Canada and USA similar types of
negotiated ‘agreements’ that provide a means to sequence and synchronise investment,
governance, planning, and new economic strategies have been very important in shifting cities
and metropolitan areas into new cycles of growth and success.
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Expanding the current Australian City Deals program to embrace all four of the large
metropolitan areas and provides them with durable multi‐level governance, longer‐term
investment agreements supported by all three tiers of government, and robust performance
management measures, is now a priority. This would mean that Greater Sydney, metroropolitan
Melbourne and Perth as well as South East Queensland, would all achieve a new platform for
growth planning and management backed by municipal governments, state governments, and
federal government. These should all become permanent multi‐level institutions.
iii.

Metropolitan leadership and governance, planning and implementation

Promising developments in the shape of the Greater Sydney Commission, the South East
Queensland Council of Mayors, Plan Melbourne and Metronet in Perth provide a new impetus for
integrated and strategic metropolitan planning in Australia. These developments should be built
upon to become long term and able to work effectively with the state infrastructure organisations
that are also rapidly emerging.
These different Australian models of metropolitan planning show that better integration of land
use and housing planning is possible. International experience illustrated in Paper 3 shows that
integrating transport planning and economic development strategies, along with development
planning of major new developments such as second and third CBDs, major new facilities and
specialised districts are desirable. There are also other areas of policy that could and should be
integrated into the next cycle of metropolitan planning, including, health, education and
children’s services.
To improve the ability to implement promising plans, Australian cities strategies must align with
local planning policies and controls, so that implementation of long term policy direction can
actually occur. They should also have delivery agencies that are able to facilitate renewal and
regeneration in priority locations.
Federal government support for these metropolitan governance initiatives is an important means
to integrate authorities and resources. The aim here should be that all investments are integrated
within a common plan and coordinated by a single body.
iv.

Integrated transport authorities

International experience shows that a core tool of effective metropolitan development is
integrated transport authorities with combined budgets. Metropolitan areas that integrate road,
rail, trams, cycling, walking and parking into a single mobility strategy for a metropolitan area
have much better chance of cross‐financing investment, managing demand, increasing overall
network capacity, and optimising the development benefits of infrastructure investment.
Through integration such authorities can join up different modes of transport, cross finance
investment, incentivise passengers to adopt optimal transport choices, and begin demand
management systems.
In Paper 3 we observe how Greater Toronto, Calgary, Stockholm, Fukuoka and Penang have
leveraged integrated transport authorities to drive urban land use reforms toward pro‐density
high‐amenity living. In Australia, metropolitan areas that are the beginnings of more integrated
transport systems that should be built upon, and their institutional deficits plugged.
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v.

Infrastructure and growth compacts

One reason that population growth has not been optimally managed in Australian cities is the
lack of coordinated inter‐agency commitment to investment in both infrastructure and amenities
in the places where growth is occurring.
This leads to citizen scepticism and resistance to the growth model. The apparent inability of
governments to simultaneously deliver new housing with transport, schools, clinic, libraries,
shops and public spaces leaves citizens frustrated and sceptical about growth. The only way to
reverse this is to find the means to synchronise these distinct land uses and then to demonstrate
convincingly that previous problems have been resolved. This requires a new way of working for
governments – a new kind of inter‐departmentalism.
In Greater Sydney, and other metropolitan areas, a new governance approach is now being
developed that seeks to negotiate the sequencing of infrastructure, amenity and growth together
in specific locations. The GSC calls these ‘growth and infrastructure compacts’. By bringing
together local governments and multiple departments of state government into the same
conversation to create a negotiated and sequenced co‐investment program, a high degree of
integration proves to be possible. These approaches mirror international best practices adopted
globally and should both be expanded and become the norm in Australian cities as they are in
much of the rest of the OECD. It is important that these integrated approaches produce successful
and visible examples as quickly as possible to rebuild public confidence and political capital in a
‘good growth’ model.
vi.

Precinct partnerships and management

Australia’s lifestyle and competitiveness edge, in part, will rest on the quality of place its cities
provide. In Australia’s leading cities there are multiple aspirations for specialised precincts and
districts such as CBDs, entertainment districts, and innovation and cultural precincts. But, unlike
such precincts in the rest of the world, the Australian models do not benefit from a recognised co‐
investment and joint management mechanism such as BIDs, city improvement districts, or
business improvement areas.
As a consequence, these precincts within Australian cities do not always benefit from
orchestrated placemaking and place‐management systems. Whilst buildings are often very well
managed by capable asset managers, unless a whole precinct is in the ownership of one firm, the
spaces between buildings are often over‐looked, and the design, branding, feel, ambience and
management of the precinct is not well orchestrated. The adoption of ‘whole place’ management
tools is a key step to ensure that the current cycle of investment translates into an improved
urban experience for more Australians.
This is now beginning to happen in some of Australia’s cities. Brisbane’s global precincts program
is one example of work that should be built upon and developed see below .
3.4
vii.

Foster new tools and innovations
Local government combinations

The major cities of Australia suffer from systematic fragmentation of jurisdiction with very large
numbers of often small and low capacity, local governments providing a mosaic of different
policies and local planning systems.
Many attempts have been made to reform local governments in Australia to reduce the number
of very small local governments and to create, instead, a small number of municipalities with
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larger geographies. This would present greater fiscal and institutional capacities and incentives
to develop their areas to generate jobs, taxes and other forms of income with which they can then
serve their populations. Except in the historic case of Queensland, these attempted reforms have
been at best only partially successful, and at worst they have failed to address the core problem.
International experience shows that the less fragmented a metropolitan area is the more it can
improve productivity and manage growth. Persisting with municipal reforms remains an
important agenda, but an equally appealing option may be to devise an Australian version of the
‘combined authorities’ model developed by UK local governments through the City Deals. In this
model local governments are not amalgamated or consolidated but voluntarily agree to develop
parallel metropolitan arrangements that meet the governance challenges.
This model is, in embryo, what is being developed by the SEQ Council of Mayors. It provides an
efficient basis to urge municipal leaders to take metropolitan responsibilities, working together
and with state government leadership. In essence, this is the lesson from the metropolitan
planning organisations in the USA, that we referred to in Paper 3. For this to work, state
government must use infrastructure investment to require coordination and local governments
must have incentives to embrace growth through the dividend they will get to invest in liveability
and amenity.
viii.

Densification and the housing market

It is clear from the research and the stakeholder comments that reforms in the housing market
are needed. A series of new targeted reports27 outline the combination of reforms required to
support the housing market to deliver adequate supply of housing at different price points.
The changes needed from both the federal and state governments ultimately demand much closer
joint working to ensure policies and reforms have their intended effects. Most critical is the need
to address housing supply in combination with transport, social infrastructure, placemaking and
a drive towards higher amenity cities that benefit from multiple centres and increased density.
It also requires governments at all levels to promote the case of increased density in the right
locations, and to be more ambitious in terms of optimising the impact of infrastructure
investment, capturing the value of development, encouraging new investors into the system,
promoting new models such as build‐to‐rent, and incentivising behavioural change in terms of
housing choices.
ix.

Infrastructure funding and finance

The current program in infrastructure catch up investment in Australia’s major cities is an
important and urgent response to the deficits revealed by metropolitan population growth. State
governments have responded in a direct manner to the need to invest more, and more quickly.
This much‐needed investment program is causing understandable disruption, but must be
optimised to support future growth management capability. The investment program will need
to continue for a decade.
In addition, alternative sources of investment capital will be needed, and international experience
suggests that three models should be considered. These include:


Greater participation of federal government in longer‐term joint ventures with state
governments.
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Development of a preferred longer‐term value capture model that is not simply another
layer of taxation but is rather based on a broad model of how infrastructure can drive
economic expansion and tax revenues, land and property values over a full life cycle.



Wider opportunities for institutional participation in infrastructure financing through
either a refreshed bond model or through contracts that allow the infrastructure provider
to internalise direct and indirect returns on the balance sheet.



Expand the use of asset recycling at state and federal levels to create funds for new
infrastructure.

x.

Metropolitan and innovation economy

A wide range of work is underway to address the opportunities of the new generation of
exponential technologies, the new enterprise and business models they inspire, and the potential
for key locations to host the innovation economy at scale.
For the large Australian cities, the combination of knowledge‐rich institutions, skilled workers
and investment capital suggest good fundamental conditions for the growth of the innovation
economy.
Yet, our analysis from Paper 2 shows that Australia does not yet perform well on measures of
actual innovation economy activity. This suggests that, although the conditions are present, there
is not yet enough clarity about the value of pursuing the innovation economy in more than a
piecemeal way, and that there is some confusion about how to sequence the disparate efforts. We
recommend two inter‐related actions:


Metropolitan areas will benefit from having clearer economic strategies that enable all
economic development activities to be situated within a broader framework. Such
strategies are curiously absent in most Australian metropolitan areas as we see it.



Innovation strategies that identify key assets which have global competitive potential and
then seek to orchestrate the innovation ecosystem and provide guidance on enterprise
models, location development strategies and business climate requirements are
warranted.

xi.

Compelling public leadership, wider civic engagement and proactive business

In our interviews for this study numerous commentators explained the absence of effective
partnership mechanisms in the Australian governance system. The most frequently cited
problems are the failure of collaboration between the different tiers of government, the lack of
tested and trusted public and private finance mechanisms, and the absence of real partnership
between private sector businesses on issues of placemaking or economic strategy for cities. There
are potentially many international initiatives that could be adopted and adapted for the
Australian context:


Public land partnerships where federal, state and local government land, and land owned
by other public bodies, is pooled to create a development portfolio.



The City Deals could evolve in ways that bring in non‐governmental actors such as major
institutions and land owners.



Place‐based partnerships akin to BIDs could be adopted as recommended above .
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xii.

Joining the dots: Connecting up Australia’s powerhouses

In Paper 3 we highlight the key role of the mega regions of China in shaping the economic
geography of the country into the future. Such developments are also mirrored in other countries,
notably India, the USA, Germany, Scandinavia, Japan and Canada. The EU is also developing a
macro‐regional approach. These multi‐city regions are also a feature of much smaller countries
with neighbouring cities. Through better connectivity they achieve a combined scale a borrowed
scale that makes them more competitive. Such connectivity enables them to share a single
housing and labour market, with denser growth around the urban centres and key nodes.
There is clearly potential to think differently about clusters and networks of Australian cities and
to consider more precisely how they could work better together with improved connectivity. This
can involve near neighbours such as Brisbane, Sunshine Coast and Gold Coast, or Perth, Peel and
Bunbury. But it could also address the Newcastle to Wollongong via Greater Sydney area, with
connections to Canberra. The Australian Government is already providing funding to look at these
options more closely.28 These regions, along with regional Melbourne, may have the potential to
be integrated to reduce inter‐city travel times to within an hour, which is often the threshold to
encourage a critical mass of people to live, work, study or start up in two or more cities. At the
broader scale the whole south east seaboard from Melbourne to Brisbane looks like a mega region
that could be better integrated, while retaining the unique edges of its component cities. This
could be Australia’s big opportunity to generate a global competitive region of 10 million people.
The costs of rail engineering are falling and new financing models are available. The opportunities
to use such growth corridors and networks to better connect places of different sizes and avoid
excessive sprawl and congestion in the larger cities could be considered. This can trigger a more
advanced approach to how cities of different sizes collaborate and specialise to compete more
effectively at the global scale, while also providing an even richer set of choices about where and
how to live the Australian dream.
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A final word: Making the most of the metropolitan century in Australia
Australian cities are popular, appealing and globally admired. The scale of demand for Australian
cities is at all time‐high. People, investors, visitors and businesses want the opportunities, lifestyle
and promise of having the Australian dream in the metropolitan city. For the past few decades,
metropolitan growth has been accelerating in Australia’s largest cities and that growth has
quickly surpassed the inherited transport, housing and land use systems of the previous cycles.
There is no scenario, baring a national disaster, in which Australia’s great cities will not continue
to grow, as will the other great cities of the world.
Getting in front of metropolitan growth challenges requires renewed leadership. That leadership
must be willing to invest wisely and consistently, broker agreements and alliances, and reform
the systems that do not work. While there are multiple reasons to be optimistic about what
Australian cities can achieve from a simple demand‐side analysis, there are even more reasons to
be concerned about the future of these cities from as supply‐side assessment. Australian cities do
not yet have the same scale of investment and institutional support as their competitors.
Three key priorities emerge from this study that should be the focus on renewed action:




Metropolitan cities need metropolitan institutions that integrate transport, enhance
housing supply, and reform land uses for future needs
Metropolitan cities need enhanced and longer‐term infrastructure investment systems
with capacity for continued growth over many decades and that can lead the future shape
of the metropolitan cities
Leadership of the metropolitan city is a team effort between aligned representatives from
different tiers of government and political parties, working alongside civic minded
business leaders and engaged citizens. It requires a reformed political culture.

As Australian cities reset their models to take their place among the great cities of the world, this
leadership should come several sources. Governments must invest and create capable
institutions. Civil society should engage to make cities work for all people, especially those who
want to be in Australian cities in the future. Business leadership must innovate to build places
that can host advanced industries and well‐paying jobs that provide the platform for the next
cycles of prosperity.
With these core requirements in place, Australian cities can evolve into high amenity, multiple
centre metropolises that host high value jobs and businesses and are supported by systems that
generate ongoing reinvestment.

28

Notes and references
1
Daley, J., Wood, D. & Chivers, C. (2017). Regional patterns of Australia’s economy and population. Grattan Institute. Available at:
<https://grattan.edu.au/wp‐content/uploads/2017/08/890‐Regional‐patterns.pdf>
2
Moovit (n.d.). ‘Distance traveled by public transit.’ Available at:
<https://moovitapp.com/insights/en/Moovit_Insights_Public_Transit_Index‐commute‐distance>
3
PwC (2018). Out of sight, out of mind? Australia’s diaspora as a pathway to innovation. PwC. Available at:
<https://www.pwc.com.au/publications/pdf/the‐australian‐diaspora.pdf>
4
World Bank (2016). ‘Knowledge‐intensive jobs, % workforce.’ Available at:
<https://tcdata360.worldbank.org/indicators/entrp.know.wkfc?country=AUS&indicator=3461&countries=DNK,SWE,USA,CHI,MAC,IRL,SM
R,SGP,ISL,NLD,FRA,JPN,HKG&viz=line_chart&years=2012,2016>
5
OECD (2017). ‘Old‐age dependency ratio’, in Pensions at a Glance 2017: OECD and G20 Indicators. OECD
Publishing: Paris. Available at: <https://www.oecd‐ilibrary.org/docserver/pension_glance‐2017‐22‐
en.pdf?expires=1524752938&id=id&accname=guest&checksum=3014A5A05ACC4BFBDAF7B3A31E3F8AF4>; Alexander, S. (2018). ‘Birth
numbers in Australia hit an all‐time record!’ Available at: <https://blog.id.com.au/2018/population/demographic‐trends/birth‐numbers‐
in‐australia‐hit‐an‐all‐time‐record/>
6
Alavi, R. (2017). ‘Why is Australia such a popular destination for Asian students?’ Available at:
<https://www.sbs.com.au/yourlanguage/urdu/en/article/2017/03/27/why‐australia‐such‐popular‐destination‐asian‐students>
7
Department of Industry, Innovation and Science (2017). The Digital Economy: Opening up the Conservation. Available at:
<https://www.industry.gov.au/innovation/Digital‐Economy/Documents/Digital‐Economy‐Strategy‐Consultation‐Paper.pdf>
8
https://cloudstor.aarnet.edu.au/plus/index.php/s/lPIJduYmv4ZhJnz
9
Ibid.
10
Clark, G. & Moonen, T. (2016). World Cities and Nation States. London: Wiley.
11
Kelly, J‐F. et al. (2014). Mapping Australia’s Economy: Cities as engines of prosperity. Grattan Institute. Available at:
<https://grattan.edu.au/wp‐content/uploads/2014/07/814‐mapping‐australia‐economy1.pdf>
12
Daley, J., Wood, D. & Chivers, C. (2017). Regional patterns of Australia’s economy and population.
13
Infrastructure Australia (2017). Improving Public Transport: Customer Focused Franchising. Infrastructure Australia. Available at:
<http://infrastructureaustralia.gov.au/policy‐publications/publications/files/Customer‐Focused‐Franchising.pdf>
14
Infrastructure Australia (2017). Reforming Urban Water: A national pathway for change. Infrastructure Australia. Available at:
<http://infrastructureaustralia.gov.au/policy‐publications/publications/files/Reforming_Urban_Water_Web_version.pdf>
15
Infrastructure Australia (2018). ‘Infrastructure Priority List: Project and initiative summaries.’ Available at:
<http://infrastructureaustralia.gov.au/policy‐publications/publications/Infrastructure‐Priority‐List‐Project‐and‐Initiative‐Summaries‐
2018work‐ipl‐inclusion.aspx>; Infrastructure Australia (2017). Infrastructure Priority List: Australian Infrastructure Plan Project and
Initiative Summaries. Infrastructure Australia. Available at: <http://infrastructureaustralia.gov.au/policy‐
publications/publications/files/Australian‐Infrastructure‐Plan‐2017.pdf>
16
For example, Sydney Water estimates that the cost of servicing greenfield lots is on average five to six times higher than for infill
properties [Infrastructure Australia (2017). Reforming Urban Water.]
17
Australian Government Department of the Prime Minister and the Cabinet Cities Division (2018). The Role of the Australian Government
in Cities. Submission to House of Representatives Standing Committee on Infrastructure, Transport and Cities: Inquiry into the Australian
Government’s role in the development of cities.
18
According to the Grattan Institute, “All main political parties…continue to promise projects that Infrastructure Australia has not
evaluated or has already found to be not worth building.” [Terrill, M. (2016). ‘Cost overruns in transport infrastructure.’ Available at:
<https://grattan.edu.au/report/cost‐overruns‐in‐transport‐infrastructure/>]
19
Terrill, M. & Coates, B. (2016). ‘The Australian ‘infrastructure deficit’ that isn’t.’ Available at: <https://grattan.edu.au/news/the‐
australian‐infrastructure‐deficit‐that‐isnt/>
20
Commonwealth of Australia (2017). National Cities Performance Framework: Final Report. Available at:
<https://cities.infrastructure.gov.au/28435/documents/68029>
21
PwC 2017 modelling indicates that public transport franchising would probably deliver more than $500 million dollars of savings a year
on average up to 2040, nearly half of which would occur in Sydney, which has considerably less efficient train system than Melbourne.
[Infrastructure Australia (2017). Improving Public Transport: Customer Focused Franchising]
22
In 2017, Grattan Institute highlighted that Australian cities need to capture more of the value associated with new infrastructure,
through rezoning, relaxing restrictions, auctioning air rights and surplus government land, and the commercialisation of property and
space within government‐owned buildings. [Terrill, M. and Emslie, O. (2017). What price value capture? Grattan Institute. Available at:
<https://grattan.edu.au/wp‐content/uploads/2017/03/888‐What‐price‐value‐capture.pdf>]
23
Terrill, M. (2017). ‘Stuck in traffic? Road congestion in Sydney and Melbourne.’ Available at: <https://grattan.edu.au/report/stuck‐in‐
traffic/>
24
Grattan Institute has advocated that state governments introduce a “CBD cordon” congestion charge for peak periods in Sydney and
Melbourne, as have London and Singapore, with revenue to fund transport improvements. It also recommends Melbourne’s CBD parking
levy be doubled to disincentivise driver commuters. [Terrill, M. et al. (2017). Stuck in traffic? Road congestion in Sydney and Melbourne.
Grattan Institute. Available at: <https://grattan.edu.au/wp‐content/uploads/2017/10/892‐Road‐congestion.pdf>]
25
Charter Keck Cramer (2017). Liquidity in the Middle ‐ (Part 1 –Measuring Liquidity). Working Presentation for Property Council of
Australia.
26
Innovation NSW (n.d.). ‘NSW Innovation and Productivity Council.’ Available at: <https://www.innovation.nsw.gov.au/whats‐
happening/nsw‐innovation‐and‐productivity‐council>
27
Daley, J., Coates, B., & Wiltshire, T. (2018). Housing affordability: re‐imagining the Australian dream. Grattan Institute. Available at:
<https://grattan.edu.au/wp‐content/uploads/2018/03/901‐Housing‐affordability.pdf>
28
Department of Infrastructure, Regional Development and Cities (n.d.). ‘Faster rail.’ Available at:
https://infrastructure.gov.au/rail/trains/faster_rail/index.aspx

29

DISCLAIMER
While the material contained in this publication is based on information which the Property Council of Australia
including its director, officers, employees and agents, hereafter referred to as the Property Council understands to
be reliable, its accuracy and completeness cannot be guaranteed. The Property Council is not liable and accepts no
responsibility for any claim, loss or damage of whatever nature suffered by any person or corporation who relies or
seeks to rely on any information, advice or opinion contained in this publication, or otherwise given by the Property
Council.

30

