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ABSTRACT 
At the bequest of the state many local governments in NSW have developed 

integrated urban strategies since the mid-nineties. These were guided by the state 

governments advocacy of new urbanism incorporating ecological sustainable 

development principals. The city of Lake Macquarie has been more pro active than 

most in completing its strategy and therefore offers an interesting case study. Lake 

Macquarie is adjacent to Newcastle and is characterised by low-density suburbs and 

underdeveloped town centres. Through planning for higher densities the new urban 

strategy aims to make these towns vibrant commercial, cultural and employment 

nodes. Importantly the council hopes to make these town centres more accessible to 

greater population by promoting affordability in housing. However, this paper 

questions whether the planning parameters set in its strategy will actually achieve 

these objectives. It notes that an inadequate understanding of the development 

process will retard planners ability to achieve their vision, and to date has led to an 

over enthuses on design issues. Most notably housing affordability appears to have 

been a casualty in the early stage of implementing this strategy.  
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INTRODUCTION 
In 2003 Lake Macquarie council passed its new Local Environmental Plan (LEP) that 

was based on the concept of New Urbanism and the principles of Ecologically 

Sustainable Development (ESD). One of the components of ESD based urban 

planning is to support economic and social development of town centres. However 

there is concern whether Local Governments like Lake Macquarie can successfully 

incorporate economic analysis into their urban strategies, in particular given many of 

their planners would be more comfortable with issues of design and environment 

rather than land economic theory.  

 

The aim of this paper is to discuss the extent of economic analysis in local 

government land use planning through a case study. Lake Macquarie council has 

been chosen because it has been more proactive than many counterparts in 

completing its integrated urban strategy along new urbanism principles. Further it 

represents a regional centre where local development strategies are arguably more 

important compared to their capital city counterparts. Capital cities such as Sydney 

benefit from established agglomeration benefits while regional centres such as Lake 

Macquarie need to create these through developing their network of town centres.  

 

The next section provides a background to the Lake Macquarie region and to the 

factors that led to it reviewing its land use strategies. Section Two outlines the 

planning objectives of Lake Macquarie’s new LEP (2003), in particular summarising 

the economic and social outcomes it hopes to achieve. How planning tools can be 

utilised to influence town centre development is discussed in section three. The 

feasibility problems in implementing the councils urban strategy is discussed in the 

last section with a call for greater economic analysis to be incorporated in the 

planning process.  
 

BACKGROUND 
By the late 1980’s there was increased support among planning circles, both in 

academia and the public service for ecologically sustainable development principles 

(ESD). This became expressed in the planning concepts of urban consolidation and 

new urbanism. Urban consolidation promotes infill building development within the 

existing urban area as opposed to urban dispersal or sprawl. The related concept of  
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New Urbanism promotes mixed-use higher density building development around 

existing commercial centres in order to revitalise such centres and reduce reliance of 

private motor vehicles. Both concepts relate to compact urban forms, and is 

consistent with a multi centred metropolitan structure. Further, a move towards 

mixed-use development is compatible with the growth of service sector employment 

that does not adversely effect adjoining housing uses (Kemp 1996). 

 

There have been various papers written on the impact of urban consolidation 

including the Department of Health Housing and Community Services (1993) and 

Spiller (1993). In general they have noted savings in infrastructure costs by avoiding 

duplication on the urban fringe. Transport costs were argued to be reduced as more 

people become located closer to town centres where walking is possible and public 

transport becomes viable with increased building densities (Newman 1994). 

However, there also has been some critics of this planning approach including Troy 

(1992) who see it as an attack on the detached suburban home that was 

characteristic of national egalitarianism.   

 

The theme of ESD based urban strategies was that planning could be set to achieve 

simultaneous benefits to the environment, social equity and economic development. 

This heralded the beginnings of a more holistic approach to urban planning, however 

to some it was overly ambitious with little detail for implementation. In particular the 

economic aspects of ESD based urban planning have been given little attention 

among mainstream economists, while economic focused government departments 

appeared a long way from integrating their polices with this new planning approach.  

 

In NSW the state government in 1993 legislated for local governments to produce 

integrated urban strategies using ESD principles. In response Lake Macquarie 

council began a consultative process of developing an urban strategy known as 

“LifeStyle 2020”. This document would form the basis of its future Local 

Environmental Plan (LEP), which is a statutory document that must be passed at 

state government. The LEP would govern future land uses within the council area 

and would be accompanied by a Development Control Plan (DCP 2003) that would 

provide more detailed direction to developers in terms of building design factors. This 

general process also occurred in other parts of the country in the nineties, with some 

local  
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governments more enthusiastic then others in terms of the pace of completing their 

urban strategies.  

 

Lake Macquarie is two hours drive north of Sydney, with approximately 190000 

people dispersed around Australia’s largest coastal lake. The population consists of 

mainly low density housing with access to 11 commercial shopping centres. Its 

dispersed nature makes it difficult to support public transport, develop vibrant 

commercial centres and makes infrastructure provision expensive.  

 

In the post war with higher car ownership, Newcastle’s population increasingly 

dispersed into the Lake Macquarie area. However, this led to an imbalance with a 

larger proportion of the local labour force needing to commute into Newcastle for 

employment daily. With the exception of small and medium sized enterprise (SME) 

development in the Cardiff area, the deficiency of local employment opportunities 

remains a major issue for Lake Macquarie.  

 

Lake Macquarie performance lags behind that of the Sydney metropolitan area in 

terms of average wages and the unemployment rate. A related issue is the general 

skills deficiency in the area with tertiary qualifications again falling below the state 

average. In the past much of the labour force depended on old style industries in 

manufacturing, mining and electricity generation to provide an economic base. This 

in turn generated employment opportunities in many service industry areas. However 

in recent times both Lake Macquarie and Newcastle have suffered major contraction 

in its traditional economic base and therefore there is a need to encourage a new 

base that is more diversified and sustainable.  

 

Given the regions economic challenges an important issue is whether the council 

could utilise its new LEP to promote greater employment and business opportunities, 

in particular through increasing the economic and social vibrancies of its existing 

town centres. This is particularly important for this region, because it lacks the 

agglomeration benefits that exist in larger cities such as Sydney. These benefits of 

concentration need to be created from a low base in Lake Macquarie and its land use 

planning is an essential factor in achieving this. The Economist (1995) noted that 

cities would be the most important economic unit of the 21st century and those better 

planned and managed would be most competitive.  
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 THE NEW URBAN STRATEGY 
The previous LEP of Lake Macquarie was produced in 1984 and has undergone 

many amendments in the period since. Its basic focus was to plan for new release 

areas to provide for urban dispersal in low-density housing and industry uses. The 

urban strategy was mainly reactive, catering for future population demand 

projections. There was little thought of using land use planning to achieve 

sustainable economic or environment outcomes. The document also had an 

acceptance of continued low-density dispersal based around private transportation. 

In particular little thought was put into creating vibrant local town centres.  

 

In response to NSW legislation for local governments to produce ESD based urban 

strategies, Lake Macquarie council contracted the services of planning consultants 

and organised community forums on the issue. These consultants divided the city of 

Lake Macquarie into precincts, and held forums for each to discuss how new 

urbanism principles could be applied to improve their physical structure and function. 

This was a consultative process with council planners and the public, with 

recommendations forming the basis of a new urban strategy know as Life style 2020. 

A significant recommendation was for planners to loosen density guidelines to make 

development in town centres more commercially viable.   

 
The Lifestyle 2020 document was produced in 1998 and was said to be a strategy for 

land use adjustment in Lake Macquarie for the first twenty years of the new 

millennium. The policy document adhered to ESD urban planning principles with a 

prime objective to limit urban sprawl and encourage higher density infill development 

around its 11 existing town centres. A major rational was to protect the Lake from 

continued run off impacts from urban dispersal around its shores. Higher town 

densities were also hoped to reduce private car usage, through promoting walking 

and public transport.  

 

Economic objectives can also be identified in the Lifestyle 2020 document. These 

include facilitating job growth, particularly within town centres. The document 

identified the need to zone land for employment use that in some cases meant 

expanding mixed-use zones around town centres. Arguably another economic 

objective is the facilitation of affordable housing well located to town centre facilitates.  
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This relates to improving accessibility for people and thereby reducing required 

transport costs. Affordability in housing is an important social objective of ESD 

planning.  

 

The strategy specifically attempts to promote a hierarchy of town centres with 

different levels of commercial and retail services in each. Higher order centres have a 

larger catchment area then do district and neighbourhood centres. Lower order 

centres are expected to provide more basic goods and services, which become more 

specialised and abundant in higher order centres. The later will therefore house 

greater employment opportunities, building development, community facilities and 

become significant transport hubs.  

 

The lifestyle 2020 strategy has since become the basis for Lake Macquarie’s new 

LEP. The new LEP passed by council in 2003 has rezoned land within the city to 

facilitate the structural changes outlined in Lifestyle 2020. Most notable changes 

have been new commercial and mixed-use zones surrounding the town centres. In 

order to restrict urban sprawl many areas in between town centres and on the 

metropolitan fringe have been zoned down to recreation, habitat or rural use.  

 

The new LEP provides detail on permitted development at different locations across 

the city. The city is broken into zones with detail on what is permitted in each and 

how much land is required for the stated use. More specific detail to instruct those 

wanting to develop land is found in the DCP. It provides detail to developer regarding 

building height and setbacks, vehicle parking and access, solar and stormwater 

issues etc. Together the LEP and DCP act to achieve the broad objectives of the 

urban strategy “Lifestyle 2020”.   
 

PLANNING AS A SOCIAL AND ECONOMIC TOOL 
Planning decisions for town centres can have a significant impact on their economic 

and social vibrancy. Improved vibrancy incorporates factors of expanded business 

and employment opportunities, advanced retail and community facilities, maintaining 

housing affordability and superior transport services. Arguably these benefit arise in 

town centres where planners facilitate higher building and population densities. 
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Initially the approval of higher building densities expands employment opportunities 

in the construction industry that inturn has important multiplier linkages to other 

sectors, particularly retail. Importantly the supply of new building stock concentrated 

into town centres indirectly influences small business development, consumer 

pricing, rents and transport costs. 

 

As additional building supply creates physical space for both residents and business 

this facilitates perpetuating growth for a town centre. Greater population density will 

increase the customer catchment base for a centre thereby increasing the demand 

for additional commercial and retail services. Higher population densities where 

customers are within walking distance of a centre will support a greater variety of 

shops, cafes, restaurants, entertainment facilities etc, and will more likely operate 

into evening hours.  

 

Higher population density for a location increases the viability of public provision of 

community services. More options will be opened for local government to provide 

services with a greater rate revenue base within a smaller area thereby reducing unit 

costs of provision. This could include improve town amenity, library, swimming pool 

or small business incubator support etc. Public transport between town centres also 

becomes more viable to provide with increased building and population densities.   

 

The provision of greater commercial and retail space within town centres will not only 

attract businesses providing for the local consumer catchment, but will also facilitate 

interaction and exchange of ideas between them. Businesses will benefit from 

networking, access to local suppliers and even competition that in tern will influence 

the town centres ability to grow further by trading outside its region. This is 

particularly important in developing knowledge based new economy industries that 

will be attracted by benefits of networking and social vibrancy that arises with greater 

town density.  

 

A complementing element of town centre development under new urbanism is to 

restrict dispersal of existing suburban areas. It is important therefore that suburban 

houses are recycled, in particular to young families with their older inhabitants 

shifting into town centres. For this to occur the elderly population needs to be 

attracted by the retail and community facilities offered in the town centres and the 
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quality of their housing. Success with this strategy relates to planners rules for higher 

density development and related design controls.  

 

To encourage new residents and businesses into the town centres affordability in 

dwelling space must be maintained. Specifically affordability relates to the price and 

rent paid for dwelling space, which is significantly influenced by town planning zoning 

and density guidelines. If adequate dwelling supply is encouraged to meet demand 

through the planning process then affordability will be maintained. As mentioned, 

affordability is not only important for housing but is significant in terms of rental costs 

for emerging small businesses. Supporting the later is significant in terms of a 

sustainable economy and vibrancy of town centres.  

 

An alternate way of thinking of affordability of dwelling space and consumer product 

pricing in general is to appreciate that planning decisions influences market 

competition. The amount of development approvals by a council influences 

competition among property developers. This competition among the sellers’ 

influences the price paid for dwellings and indirectly rents charged by landlords. This 

logic can be extended to appreciate that lower rents will allow more small businesses 

to exist, thereby leading to greater market competition and lower prices for their 

products and services.  
 

ECONOMIC OF IMPLEMENTATION 
Though the 2003 Draft LEP is still waiting to be passed by the NSW state 

government, essentially the Lake Macquarie council is operating with it in regard to 

development decisions. Therefore the community, real estate industry and council 

planners themselves are still in a teething period in operating with the new urban 

strategy. However at this early stage it does appear that design factors may well be 

frustrating some of the broader visions of the urban strategy, in particular in 

developing the town centres while maintaining affordability in the property market.  

 

Anecdotally, it appears that many potential developments have been discouraged 

from lodgement with council, or are still stalled in the assessment process, and if 

approved have had extensive design expectations applied to them. Extensive design 

characteristics are often associated with higher construction cost whereby the 

developer will attempt to target the more up market customer. Higher prices are 
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being achieved in places previously unimagined due to more upmarket designs, a 

shortage of development approvals and obviously the higher present demand in 

general in the property market.  

 

One design expectation that is causing frustration is the requirement for a 25-metre 

frontage for development. From a design perspective this is said to avoid the 

conventional gun barrel villa project. However the reality is that because few 

properties are over 20 metres in frontage that a developer with existing stock is now 

required to incorporate a neighbouring property into the project. This brings into play 

the dynamics of game theory in the property market whereby the neighbour is 

handed a monopoly position by the council to appropriate a higher property price. At 

the very least this has slowed development with some projects now becoming 

unviable.  

 

In theory the higher land acquisition costs should be partly offset by additional yield 

encouraged under the new LEP. However in practice there is still some gap between 

what the LEP purports to allow and what statutory planners will actually approve. The 

conflict may arise when planners are required to contemplate the new vision for a 

town centre with the existing streetscape in a specific location that many local 

residents lobby to keep. In general issues of frontage and setbacks, maintaining 

privacy and preventing over shadowing, blending with existing streetscape, avoid gun 

barrel driveways and preservation of trees etc, may conflict with development 

required to create vibrant town centres.  

 

Not only are there difficulties in achieving yields or height levels set out in the new 

LEP, but arguably the initial planning parameters are too limiting to begin with. It was 

noted earlier that an important aspect of achieving infill development in centres while 

restraining urban sprawl is the recycling of suburban dwellings to younger families. 

However this may be at odds with most town centres having height limits of 2-3 levels 

in their higher density residential and mixed-use zones. These height levels are 

bound to encourage townhouses or three-storey walk up apartments that may not be 

likely to attract the elderly who have an aversion to stairs. Unless a site has a unique 

amenity such as views to the Lake it is generally unviable to provide elevator facilities 

that would attract the middle aged. Many construction economists and financiers 



PPllaannnniinngg  ffoorr  vviibbrraanntt  ttoowwnn  cceennttrreess    MMccKKaayy  
  

SSttaattee  ooff  AAuussttrraalliiaann  CCiittiieess  NNaattiioonnaall  CCoonnffeerreennccee  22000033  PPaaggee  1100  

would feel that at least five levels are required to provide a superior building with 

elevator facilities.  

 

One of the objectives within “Lifestyle 2020” was to create 24-hour services in town 

centres, with one of the tools being the creation of mixed-use zones. These zones 

have a 3 level height limit and may be adjacent to a residential zone with the same 

height criteria. These zones are on the edge of the existing commercial zone where 

council is aiming to encourage expansion into what are mostly quieter residential 

streets. The difficulty arises with developers and their financiers being concerned 

with the viability of only two residential levels above the provision of a commercial 

level.  

 

A commercial level in an untested quite street will be difficult to value and be seen as 

risky by the financier. The simple three story walk up residential apartment will be 

considered less risky even know its zoning is further from the town centre relative to 

the mixed use zone. Consequently a five-story development would be preferred from 

a building economy perspective to allow the exclusion of riskier ground level 

commercial space from the viability analysis. As previously noted this would also 

attract a higher quality building with elevator facilities.  

 

Not only do council decisions on zonings and design criteria influence the level of 

development, but planners should also consider the effect of property speculation 

and hoarding. Unfortunately the same council decisions that may allow more 

development also influence land owners desires to ask for higher prices when selling, 

thereby marginalizing a building projects viability. This was discussed earlier in 

reference to frontage requirements and in general holds for council decisions that up 

zone property. This is a difficult issue but in general may require some flexibility by 

planners in regard to dwelling yield and design parameters when dealing with 

developers. This is so the broader vision of the new LEP can be achieved, in 

particular town centre development.  

 

Some have suggested that Lake Macquarie council hold firm on its planning 

guidelines and that over the longer period that town centre development as outlined 

in the urban strategy will eventuate. The assumption here is that developers land 

banking will find viability improves with inevitable property appreciation in time. The 
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gamble here is that developers can afford to hold property and do not on sell to those 

not wanting to develop, or worse to individuals wanting to build single owner 

occupied dwellings. However even if the gamble was successful and development 

occurred over the longer time frame than this still requires an opportunity cost in lost 

economic and social benefits in the short term. 

 

What can be taken from this case study is that planning guidelines are important in 

the development of town centres and significantly the pace of change. If planners 

wish to influence economic and social variables within these centres then they need 

to appreciate the economics of the development process. It may well be considered 

essential to promote particular building design outcomes, however its potential 

adverse impact on achieving goals including business and employment growth, 

housing affordability and public transport provision must be considered. Importantly 

success with these goals will be accelerated with well-planned higher density town 

centres (Newman 1994). At present this level of understanding for most councils is in 

its early stages, which presents apparent conflicting objectives in urban strategies.  
 

CONCLUSION 
Local government planning decisions do have an impact on town centre vibrancy by 

influencing the pace and extent of development. Given some peoples concern over 

higher density development it is important to understand its impact on factors such as 

employment creation, business development and even dwelling affordability. The 

reason this is important is that there may be a public policy trade off between density 

planning guidelines and the potential economic and social benefits that can be 

derived from town centres. This may not be well understood at present by many 

councils including Lake Macquarie, where design criteria may well inhibit achieving 

town centre development. Importantly they may be in conflict with broader principles 

of ecologically sustainable development that most local government claim to support.   
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