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“We shape our buildings; thereafter they shape us.”
Winston Churchill, 28 October 1943

"We have a crisis of affordability on our hands. It touches
everyone from the bottom of the economic ladder, all the way up
to the middle class" Mayor of New York, Bill de Blasio, 5 May 2014

SILVER TOWERS
NEW YORK
▪ 600 West 42nd Street, Manhattan
▪ 1,359 rental units
▪ 200 subsidised rental units within the
two 60-storey towers + 83 discounted
market rent units in the 12-storey tower
▪ Low Income Housing Tax Credits - 10
year value of $36,312,030

▪ 20% density bonus
“Fundamentally you have to find terms on which
developers will buy in to the program”
Howard Slatkin, Deputy Executive Director,
NYC Department of City Planning

HARMONY, RICHMOND,
VANCOUVER
▪ Granville Avenue, City of
Richmond, Vancouver
▪ 119 units total
▪ 5% (6) low-end market rental
units as a condition of rezoning

▪ Density bonus

“In general the private development industry here is very
interested in affordable housing and is able to provide
interesting and innovative options on how it could work”
Steve Jedreicich, Vice President, Townline, Vancouver

FISHERMANS BEND,
MELBOURNE

http://www.smh.com.au/business/the-bends-land-values-soar20130906-2tao1.html#ixzz3oXGFgnKZ

OVERVIEW
▪ Fellowship & Recommendations
▪ The challenge and impact
▪ Options
▪ International responses
▪ Supply initiative
▪ Inclusionary zoning approaches
▪ Developing an inclusionary
zoning system – policy
considerations
▪ Other initiatives

250 City Road, London. Development by the Berkeley Group, 30%
will be affordable rental (social and intermediate housing) as a
condition of development approval.

FELLOWSHIP OBJECTIVES
1. How, internationally, inclusionary zoning requirements to deliver
affordable housing work in practice;
2. Whether critiques of inclusionary zoning raised in Australia are
evident in practice;
3. The key elements that private developers require to be in place in
order to successfully deliver inclusionary zoning requirements; and

4. How international inclusionary policies could be adapted to the
Victorian and Australian planning and development contexts.

RECOMMENDATIONS
1. A community-driven ‘Priority Development and Infrastructure
Program’ linking infrastructure investment to housing supply.
2. A policy structure for implementing inclusionary zoning requirements
on surplus government owned land.
3. Scenarios where inclusionary zoning requirements could be placed on
privately owned land.
4. A greater diversity of affordable housing programs to facilitate housing
choice and inclusive communities, whilst also supporting development
viability.

DEFINITIONS
▪ Affordable housing – any housing response (rental or home-ownership) that
is specifically made available to lower-income households (households in the
lowest 40% of income distribution) at an affordable price point, defined as
30% of gross household income.
▪ Inclusionary housing – policies that support the delivery of affordable
housing integrated within a community or development.
▪ Inclusionary zoning – specific land-use policy requirements in this instance to
deliver affordable housing outcomes as a condition of development. May be
mandatory or voluntary.

THE CHALLENGE
Australia:

▪ Almost one-quarter of lower income households spent more than 30 per cent of their
gross income on housing costs, and one-quarter of these households spent more than
50 per cent of gross income (2011-2012 AIHW)
Internationally:
▪ New York - nearly half of all residents are paying more than 30 per cent on rent.
▪ London - 80 per cent of the new build sales market is only affordable to 20 per cent of
working households
▪ Vancouver - 1.4 per cent rental housing vacancy rate (April 2015)
▪ Toronto - 47 per cent of renters pay more than 30 per cent of their income on rent.

▪ Washington D.C - estimated 63 per cent of households earning 30 per cent of the
Area Median Income or below spent more than half of their income on housing (2010)

In 2014 there were 41 lotteries held
for 2,500 affordable New York City
apartments.
One and a half million people
applied.

Source: http://chelseanow.com/2015/02/progress-report-affordable-housing/
Image: Poster at the Association for Neighbourhood and Housing Development, NYC

IMPACT
▪ US - lost productivity and wages due to the lack of affordable housing in
major metropolitan areas estimated to cost the economy $1.4 trillion each
year
▪ UK - over a quarter of people are estimated to have reduced the amount
they spend on food to help pay their housing costs

▪ London - 80 per cent of new build sales market is affordable to only 20 per
cent of working households
▪ New York - nearly half of all residents are paying more than 30% on rent

▪ Vancouver - an increasing number of 30 – 40 year are leaving the city as
they are unable to afford housing

OPTIONS FOR GOVERNMENT
1. Do nothing and leave it to the market to respond.

2. Invest heavily in public and social housing.
3. Work together with all levels of government, the private sector, the
not-for-profit sector and the community to:
▪ implement a range of supply initiatives, inclusionary housing policies and
site-specific inclusionary zoning requirements; and
▪ ensure a diversity of affordable housing schemes and incentives to provide
housing choice for a range of low – moderate income households.
“It takes a broad tool kit. One policy support is not sufficient, a multi-pronged
approach enables different approaches in different markets.”
Robert Hickey, Senior Research Associate, Centre for Housing Policy, Washington D.C

SUPPLY, SUPPLY, SUPPLY
“If overall there is a massive undersupply, then
targeting affordable housing outcomes is shifting
supply but with a community building purpose.
You need a policy that is delivering more supply
as well as supporting mixed communities”
Lord Taylor of Goss Moor, House of Lords &
Chair National Housing Federation, UK

R: 18 Gramercy Park, New York City
Once a Salvation Army Rooming Housing for
single women, in 2012 it sold to developers for
US $60 m who converted it into 26 condos.
Penthouse suite sold for $40 m. A full floor condo
recently sold for $18 m.
Photo credit: http://streeteasy.com/building/18gramercy-park

INTERNATIONAL SUPPLY RESPONSES
▪ Tax incentives or abatements for new supply
▪ Grants and loans to developers (not-for-profit
and for-profit)
▪ Funding for community revitalisation

▪ Infrastructure
growth

funding

to

support

housing

▪ Leasing of public land

▪ Planning concessions
▪ Sale of surplus Government land

6-storey timber frame construction allowed under the BC
Building Code (Canada) since 2009 & estimated to save up
to 30% in construction costs

COMMUNITY SUPPORT
▪ A greater range of affordable housing
products and tenures, benefiting more
people
▪ Less controversial than 100% social/public
housing
Initiative: New
York City 421-a Tax Abatement
▪ Not linked to planning
approval

▪ Attractive investment options for the private
sector

Top: Poster for a rally to protect affordable housing
Bottom: Housing advocates tour, Washington D.C

LONDON HOUSING ZONES
▪ Maximise and accelerate new housing
supply
▪ £400 million pounds available in grants and
loans. Planning incentives also to be used.
▪ Half the funding to be repaid and recycled
into new Zones.

▪ 30% of the new housing to be designated
affordable housing.
▪ Gives control to Local Boroughs to decide to
participate.

NYC ‘421-A’ TAX-ABATEMENT
▪ Property tax relief for up to 25 years
▪ Affordable housing requirements in certain
areas.
▪ In other areas no affordable housing
requirement but a less generous tax-exemption
period.
▪ Recent changes mean all 421-a developments
must include affordable housing
“The most important reason anyone builds mixed housing in New York is tax-abatement (421a). Without 421-a no one can finance rental housing as taxes make up such a
disproportionately large part of the operating budget”
Daniel Moritz, Principal, The Arker Companies

PROPOSAL:
PRIORITY DEVELOPMENT AND INFRASTRUCTURE PROGRAM / ZONE
▪ Facilitate faster and greater housing supply by addressing development
challenges
▪ Provide the community greater power in decision making about growth
▪ Deliver affordable housing outcomes as part of any growth
▪ Facilitate new investment in housing and infrastructure

▪ Provide planning and development certainty to reduce development risk

Infrastructure
investment

=

Community
buy-in

=

Planning &
Financial
incentives

=

Private sector
buy-in

=

Housing
supply and
affordable
housing

+

Infrastructure
delivery

Incentives:
▪ Infrastructure
▪ Financing
▪ Development & planning supports
▪ Pre-sale risk alleviation
▪ Management and development
certainty

Government

Community

•establish rules, legal authority,
process
•set infrastructure priorities
•establish program and financing
for affordable housing take-outs

•benefits from affordable housing
opportunities
•benefits from infrastructure
•empowered by process

Local Councils/community

Affordable housing providers

•decide to participate
•identify sites and partners
•identify infrastructure
requirements
•determine trade-offs

•contribute financially to affordable
housing units
•own and manage affordable
housing outcomes

Government allocation

Private sector delivery

•assess proposals against priorities
•enter legal agreements to secure
outcomes
•may directly deliver infrastructure
•potential planning role

•delivers housing growth outcomes
•delivers infrastructure
•potential long term stake

Conditions:
▪ New, quicker, greater supply &
mechanisms to support this
▪ 15% affordable housing
▪ Community buy-in

OPPORTUNITY: 'INCLUSIONARY ZONING’
▪ Specific land-use policy requirements, in
this instance to deliver affordable housing
outcomes, as a condition of development:
▪ On surplus government land
▪ In certain
scenarios

privately

owned

land

Bisha Hotel and Residence development, Toronto received a
density bonus in exchange for 7 units being reserved for
discounted market rental to hotel workers and a cash
contribution for other community outcomes.

CONTEXT
▪ Differences
▪ Similarities
▪ Structures

RATIONALE FOR ADOPTING
INCLUSIONARY ZONING IN AUSTRALIA
1. Purpose and role of planning

2. Social and economic benefits

3. Role of the private sector
Buzzuto development, Washington D.C. A partnership to deliver
a new Church facility and childcare/community centre with
affordable rental housing. Buzzoto received a density bonus and
receive tax-credits making the development an attractive longterm holding.

5 KEY LEARNINGS
1.

Must be legally permissible, physically possible and financially feasible.

2.

Can become normalised within the development process over time and
endure political cycles.

3.

Work best when part of a package, supported by other government policies
and investment, incentives and financial supports.

4.

Should be underpinned by robust development feasibility analysis that
makes an assessment of the gap between market price points and the price
that low to moderate income households can afford, and how this will be
bridged.

5.

Is one mechanism that can support the delivery of new, integrated
affordable housing outcomes for lower income households, but is not the
only policy option

DEVELOPING THE SYSTEM
▪ Policy objectives
▪ Requirements
• Government

• Private sector
• Community
• Planning processes
• Affordable housing programs
• Legal mechanisms

• Financing mechanisms
• Capacity

Downtown Toronto – developers contribute funding under
Section 37 development agreements which goes towards a
range of community outcomes, including affordable housing

WASHINGTON D.C – PRIVATE LAND
•

Goals: to create mixed income neighborhoods; produce affordable housing for a diverse labor force; seek equitable growth of
new residents; and increase homeownership opportunities for low and moderate income levels.

•

Application: new residential development projects of ten or more units, and rehabilitation projects that are expanding an
existing building by 50 percent or more and adding ten or more units

•

Affordability requirement: the greater of 8% to 10% of the residential use, or 50% to 75% of the bonus density achieved,
depending on zoning and construction type

•

Subsidy: up to a 20% increase in Floor Area Ratio (FAR)

•

Eligibility – targets households earning less than 80% Area Median Income (AMI). Maximum household limits:
• Household Size: 1 @ 50% AMI: $38,306; @ 80% AMI: $60,839
• Household Size: 6 @ $65,667 (50% AMI); @ 80% AMI: $104,295
Area Median Income (2013) for a household of four was $107,300

•

Affordability: Price and rent are governed by the Rent and Purchase Price Schedule updated annually, and take into account an
ability to pay 30% of the benchmark income towards the housing cost

•

Securitisation: Covenants on title

•

Flexibility: Off-site delivery by exception, Full or partial relief if applicant can prove IZ denies economically viable use of the land

WASHINGTON D.C – PUBLIC LAND
• 20-30% affordable housing requirement on surplus Government
land sales, negotiated on a site-by-site basis

• Targeted to low to moderate income earners (up to 80 per cent
Area Median Income (AMI))
• Development agreement negotiated by developer and the City
states the community benefits the developer will provide
• Purchase price or long-term lease rate of the land discounted in
exchange for agreed community benefits

• Between 2008-2011, of the fifteen government land dispositions
where data is available, close to half were sold for $1 or $10
• Seven public land dispositions in 2010 were sold at $0 as the
value of the benefits or conditions were greater than the
purchase price or lease value
1115 H St developed on surplus Government land, 25% units are made affordable to households
earning between 50–80% AMI

POLICY MAKING FRAMEWORK
1. What are the policy options?

2. What are the key considerations (benefits and
trade-offs) of each option?
3. What information is available on other cities
experience and the positives and negatives of their
approach? Does this apply?

EXAMPLE
When implementing an inclusionary zoning program should the government:
• allow financial contributions towards affordable housing in-lieu of on-site
delivery, with units to then be delivered by government and/or the not-forprofit sector elsewhere; or
• insist the units are delivered by the private sector on-site as part of the
development approval?

GOVERNMENT LAND
Recommendation:

Implement as a priority, policies that require and support the
delivery of a percentage of affordable housing outcomes on-site
as a condition of the sale of surplus Government land.

Former Brandon Park Secondary College, Melbourne, sold in 2013 for $47.5
million. No affordable housing requirements. Source: The Age
http://www.theage.com.au/national/education/school-closures-and-land-sales-whathave-we-learnt-20140612-zs547.html

GOVERNMENT LAND
Policy parameter
Application
Affordable housing outcome

Mandatory or voluntary
Minimum development size

Payment in lieu of delivery

Off-site delivery

Recommendation
All surplus government land
20 – 30% affordable housing subject to other community outcomes
to be delivered.
Minimum 20% affordable housing.
Mandatory
15 dwellings.
Smaller sites once declared surplus should be offered to Housing
Associations or other not for profits at a discount, lease or no-cost
transfer to provide for affordable housing delivery.
 Limited to exceptional cases (i.e. very high cost apartments with
high Body-Corporate costs).
 Payment to go to central housing fund to be used specifically for
new affordable housing supply.
Not allowed. The intention of the approach is to deliver mixed
income housing outcomes and maximise the use of government
land to secure community benefits.

PRIVATELY OWNED LAND
Recommendation:

Implement affordable housing requirements on private land in the
following circumstances:
• A voluntary incentive-based option across all designated areas where
affordable housing is sought; and/or
• Mandated in areas where a change in government planning controls is
expected to create significant additional land value, or when significant
government investment will support value increase.
Develop other inclusionary housing initiatives that achieve affordable
housing integrated within private developments without necessarily linking
the program to specific land parcels.

OTHER LAND SCENARIOS…
THE ‘FISHERMANS BEND’ SCENARIO
Policy parameter
Application

Recommendation
Major rezonings; and/or
Voluntary across any development scenario of a certain size.

Affordable housing outcome

15% affordable housing

Mandatory or voluntary

Mandatory in major rezonings; voluntary in other circumstances

Minimum development size

15 dwellings.

Payment in lieu of delivery

 Allowed in major rezoning instances based on a market $/sqm rate
+ 10% to be set each year by government
 Payment to go to central housing fund to be used specifically for
new affordable housing supply.

Off-site delivery

Allowed with certain caveats to ensure delivery occurs and is in equally
accessible locations.

FINAL RECOMMENDATION
Develop a range of programs to improve housing supply and implement
programs that provide a greater spectrum of affordable housing options
for low to moderate income households for rent and purchase.

RECOMMENDATIONS
1. A community-driven ‘Priority Development and Infrastructure
Program’ linking infrastructure investment to housing supply.
2. A policy structure for implementing inclusionary zoning requirements
on surplus government owned land.
3. Scenarios where inclusionary zoning requirements could be placed on
privately owned land.
4. A greater diversity of affordable housing programs to facilitate housing
choice and inclusive communities, whilst also supporting development
viability.

CONTACT
Kate Breen
Kate@affordabledevelopmentoutcomes.com.au
045 226 0955
Report: https://www.churchilltrust.com.au

