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Overview 
 

Australia’s cities rank highly on global ‘liveability’ league tables.  But how ‘liveable’ are  24 of 
the fastest-growing municipalities where more than three million Australians now reside?  
Over the next 20 years the population of these municipalities will grow at twice the national 
average bringing greater demands for infrastructure, public transport, health, education, and 
recreational services. 
 
A major survey of residents in growth areas identified concerns in infrastructure planning and 
a lack public transport options and recreational facilities for young people.  Residents want 
more health services and employment opportunities delivered closer to home.  Securing a 
sustainable investment base for infrastructure in areas with fast-growing populations should 
be a major priority for the Federal Government. 
 
If we are to create the suburbs we need for the future, a new partnership is required, drawing 
on the following approach: 
 

• Consistent with the National Urban Policy framework, establish a COAG-led process 
to agree jurisdiction-specific targets for cities as a whole and for particular sub-
regions, including, but not limited to, outer urban growth areas 

• Establish a National Urban Investment Fund (NUIF) capitalised by the 
Commonwealth Government on a five-yearly cycle and with complementary funding 
from State and Territory jurisdictions to support additional investments.  

• Consolidate existing urban-policy related initiatives (such as those announced in the 
2011 budget) into the Fund with consistent criteria applied across all funding 
windows. 

• Inject substantial additional capital to address infrastructure backlogs and to provide 
for population growth 

• Ensure a clear focus on the needs of outer urban growth areas with specific targets 
relating to improved access to jobs and services in these areas. 

• Payments to be made on the basis of meeting pre-agreed performance targets 
subject to independent audit under COAG auspices. 

 
The approach outlined reflects the National Competition Policy model of reform pursued 
across the last two decades. This model guaranteed a fair distribution of the productivity 
dividends that accrued from structural reform. 
 
For the purposes of calculating the net benefits of the model we assume an initial 
Commonwealth investment of $12 billion over 5 years, rising to $20 billion for the second 
and subsequent 5 year periods. 
 
 
National Growth Areas Alliance 
 
The National Growth Areas Alliance (NGAA) represents 24 of Australia’s fastest growing 
municipalities. These municipalities currently house over 3.4 million people – about one-
quarter of Australia’s metropolitan population.  Over the next 20 years NGAA’s population 
will grow at double the national rate. 
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NGAA has identified a structural problem in the way new communities are planned and 
developed in Australia.  As population growth continues, this problem will become acute and 
urgent attention is required to avoid potentially serious social, economic and environmental 
consequences in the coming years. 
 
 This paper describes a mechanism to help plan and build the suburbs we need for the 
future. 
 
Current Urban Policy Arrangements 
 
The release of the Australian Government’s National Urban Policy (NUP) in May 2011 was a 
landmark event – there is now a clear documentation of the Australian Government’s vision 
and objectives. 
 
The NUP sets out expected outcomes with implementation pursued through co-ordinated 
Commonwealth decision-making in its day to day service delivery, better links with the work 
of Infrastructure Australia, general advocacy and targeted spending. 
 
Figure 1: National Urban Policy: implementation arrangements 
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The 2011-12 Federal Budget provided $181.4 million over four years to implement the NUP. 
Resources have been allocated to three main programs: 
 
• $20 million for a Liveable Cities and Urban Renewal Program: to leverage additional 

resources for innovative solutions to poor urban design, high levels of car dependency, 
traffic congestion, a lack of open space and rising carbon emissions. 

 
• $61.4 million for a National Smart Managed Motorways Trial: for retrofitting smart 

technology to improve traffic flows along congested motorways and outer city roads. 
 

• $100 million for a Suburban Jobs initiative: to develop job opportunities and 
employment precincts within easy reach of where people live in the outer suburbs of 
Australia's major capital cities. This program was cut by 55 per cent in the December 
2011 Mid-Year Fiscal and Economic Outlook. 

 
Refinements to Existing Model 
 
There is scope for some refinement to existing arrangements. There would be considerable 
merit in consolidating specific initiatives, such as those announced in the 2011 Budget, into a 
single funding pool linked to the key themes of the NUP, namely productivity, sustainability 
and liveability. 
 
Accountability measures should also be strengthened over time with funding to follow 
performance through more specific and measurable performance indicators.  For example, 
instead of prescribing funding to trial smart-managed motorways, the Commonwealth 
Gvernment could enter into performance-based agreements requiring recipients to 
demonstrate significant reductions in congestion costs in particular corridors compared to an 
agreed base line. 
 
And meaningful performance indicators must reflect the local context.  The principle of 
‘subsidiarity’ must be central to planning and delivering urban investment.  For example, 
local jurisdictions have superior insights on issues like traffic congestion and are best placed 
to lead innovations to help alleviate the costs associated with this. 
 
A National Urban Investment Fund is proposed that builds on the existing NUP policy 
framework while accommodating a number of refinements to current arrangements. 
 
National Urban Investment Fund 
 
A National Urban Investment Fund should be established under the auspices of COAG, and 
supported by a comprehensive set of outcome statements and related performance 
indicators for major cities and growth regions in each jurisdiction. Suggested measures of 
success are at Attachment 1. 
 
A significant capitalisation of the Fund by the Commonwealth Government would be 
required. Additional funding from State and Territory jurisdictions is contemplated with 
investment shares to be determined in negotiations between the jurisdictions.  Five-year 
funding agreements would be formally documented as inter-jurisdictional partnership 
contracts. These agreements would capture the total level of expenditure estimated for the 
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period in question (including the significant investments by local government already 
underway or planned1) reflecting the strengths that each tier of Government brings to the 
partnership.  There is also potential for private sector investment. 
 
The Commonwealth Government would make its contribution to each agreed five year 
national urban investment plan on the basis of agreed outcomes, with the prospect of 
continued funding tied to progress against the agreed milestones in the plans. 
 
An independent authority would be mandated to audit and report on the annual performance 
of the States, Territories and Local Governments in meeting agreed milestones and 
measuring end of cycle progress towards outcomes.  This cycle is summarised in Figure 2. 
 
 
Figure 2: National Urban Investment Fund: implementation cycle 
 

 
 
States, Territories and Local Governments would suggest draft outcomes building on work 
underway through the COAG process on improved city strategic planning. 
 
 
                                                
1 In 2009/10 approximately $28 billion was invested in local communities by municipal authorities 
across Australia, with more than half this amount dedicated to housing, transport, health, community 
services and recreational facilities. 
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The National Urban Investment Fund would be targeted at the nation’s 18 major cities as per 
the National Urban Policy with outer metropolitan growth areas being a clearly defined 
subset of the capital cities.  It is important to note that the maintenance of existing funding 
levels is not sustainable, particularly in growth areas, and additional resources – phased in 
over time - are contemplated for the Fund. 
 
Support for fast growing outer metropolitan municipalities would be sourced from the Fund – 
perhaps through a dedicated window – under performance-based agreement between the 
jurisdictions. 
 
The Fund’s criteria would emphasise support for key areas including access to employment, 
traffic congestion, quality of urban living environments including sufficiency of social 
infrastructure, integrated urban water management, public transport provision and housing 
affordability. 
 
For the purposes of calculating the net benefits of the Fund, we have assumed an initial 
Commonwealth investment of $12 billion over five years, rising to $20 billion for the second 
and subsequent five year periods.  As the following section demonstrates, substantial long-
term economic and social benefits would accrue from an investment of this size. 
 
The case for change 
 
Growth areas play an integral role in accommodating population growth in metropolitan 
regions across the nation but as Figure 3 below demonstrates, these areas are 
disadvantaged across a number of indicators when compared to their host metropolitan 
regions. 
 
Figure 3: Key Indicators for NGAA Areas Compared to Metropolitan Averages 
 

 Capital city 
growth areas2 

Capital cities 

Average annual population growth (2001-08) 2.7% 1.5% 
Jobs to population ratio 27% 43% 
Education, health & community, recreation services 
index* 

6% 9% 

Persons aged 15 years+ with Yr 12 education  39% 48% 
Persons with bachelors degree or higher 10% 19% 
Detached dwellings 82% 65% 
Housing stress** 19% 17% 
   

Source: SGS Economics and Planning, Cost Benefit Analysis of Investment in Growth Areas, 2009. 
*Ratio of jobs in these sectors to residents. 
**Households in the 10th and 40th percentiles of income distribution paying more than 30% of income on rent. 
 
There is also a strong, and understandable, desire among the residents of high-growth areas 
to have these disadvantages addressed by policy makers.  A major survey of residents in 
growth areas identified concerns about infrastructure planning and a lack of public transport 
options and recreational facilities for young people.  Residents want more health services 
and employment opportunities delivered closer to home.  Securing a sustainable investment 
                                                
2 Data relates to National Growth Areas Alliance  
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base for services in areas with fast-growing populations should be a major priority for 
Government.  For many of these residents, issues like health care, employment and 
transport are likely to affect their vote (as see in Figure 4 below). 
 
Figure 4: Likelihood of issues changing votes 
 

Issue somewhat likely very likely 
Health care and hospitals 38% 37% 
Employment and jobs 43% 23% 
Education 42% 23% 
Transport infrastructure and mobility 41% 22% 

Source: Auspoll, Survey of Residents for NGAA, 2010 
 
But investing in growth areas is not just good politics; if done properly it can heighten 
workforce productivity, improve social choice, generate travel savings and defer fringe 
development costs. 
   
SGS Economics and Planning (SGS) study, ‘Cost Benefit Analysis of Investment in Growth 
Areas’, considered funding intervention in the growth areas of Campbelltown (Sydney) and 
Swan (Perth) and found internal rates of return of 27 per cent and 11 per cent respectively. 
 
The same study estimated the national net benefits of investing in growth areas to average 
$18 billion per annum to 2054. 
 
For the purposes of estimating the benefits of an initial Commonwealth investment of 
$12 billion over five years, rising to $20 billion for the second and subsequent five year 
periods, SGS has extrapolated the findings of a cost-benefit analysis of three scenarios for 
future urban growth in Melbourne.  The analysis undertaken for ‘Melbourne 2030’ in 2007 
showed a potential lift in GDP of around three per cent other things being equal. 
 
To model the benefits of a large injection of capital resources into growth areas across 
Australia, SGS has adopted two per cent growth figure and scaled it up to apply nationally.  
Assuming an average two per cent boost in GDP across Australia’s major cities (at year 21), 
a broad estimate of the additional tax revenues to the Commonwealth can be developed as 
shown in Figure 5.  

 
Figure 5: Estimated Additional Tax Revenues 
 

National GDP (2010)   $1.2 trillion 
Major cities share of GDP 80% 
Major cities GDP  $960 billion 
2% boost in urban GDP $19.2 billion 
Total tax share 33% 
Total additional tax revenue $6.4 billion 
Commonwealth tax share 66% 
Additional Commonwealth tax revenue $4.2 billion 

 
Source: SGS Economics and Planning, Funding Growth Areas in  a National Urban Policy, Background Paper, 2011 
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Thus, if an instantaneous repositioning of Australia’s major cities were to be achieved on 
current GDP numbers, the Commonwealth would expect to receive an additional $4 billion in 
tax revenues. 
 
If it is assumed that the productivity boost attributable to better cities will take a full 20 years 
to reach its full impact of two per cent, growing in even increments from year one, against 
the background of a national economy growing at three per cent on average over this period, 
the Commonwealth Government would be cash flow positive after 14 years (see Figure 6). 
 
Figure 6: Notional Impact on Commonwealth Budget 

 
Source: SGS Economics and Planning, Funding Growth Areas in  a National Urban Policy, Background Paper, 2011 
 
Conclusion 
 
The National Urban Policy provides an excellent foundation on which to build a new model to 
advance the reform agenda at the local level.  A complementary National Urban Investment 
Fund, established through COAG and underpinned by robust performance-based funding 
agreements provides the vehicle to achieve this.  As with other major national reform efforts, 
particularly in the competition field, the initial investment of energy, capital, and leadership is 
significant, but across the medium-term, the return on this investment is much greater. 
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ATTACHMENT 2 
 
ATTACHMENT 1 
 
Priority 

SUGGESTED MEASURES OF SUCCESS 
 
Productivity 

 
 
Sustainability 

 
 
Liveability 

Objectives Improve labour and capital productivity, 
including increased workforce participation 

Protect and sustain our natural and built 
environments 

Facilitate the supply of appropriate mixed 
income housing 

Integrate land use and infrastructure Reduce greenhouse gas emissions and 
improve air quality 

Support affordable living choices 

Improve the efficiency of urban 
infrastructure 

Manage our resources sustainably Improve accessibility and reduce 
dependence on private vehicles 

 Increase resilience to climate change, 
emergency events and natural hazards 

Support community wellbeing 

Outcomes 
 
To be achieved by the end of 
the first 5 year funding period 

Road congestion costs across whole metro 
area reduced by x% versus base case 
projection 

X% reduction in energy consumption per 
capita in the metropolitan area versus base 
case projection 

X% increase (versus a base case 
projection) in the proportion of growth area 
households within 400 metres of a quality 
public transport service 

N% increase (versus base case projection) 
in the percentage of metropolitan jobs 
accessible via a 30 minute public transport 
ride from the 66th percentile census 
collector district, ranked by quality of public 
transport services 

X% reduction in vehicle kilometres travelled 
per capita in the metropolitan area versus 
base case projection 

X% reduction (versus base case projection) 
in the level of divergence between 
constituent urban communities using the 
ABS SIEFA index 

N% increase in high value added exports 
(inter-regional, interstate and international) 
from metro regions versus the base case 
projection 

X% reduction in vehicle kilometres travelled 
per capita in the metropolitan growth areas 
versus base case projection 

X% increase in accessible urban public 
domain per capita (parks, gardens, 
beaches, piazzas, cultural precincts etc), 
versus base case projection 

N% increase in the incidence of higher order 
skills within outer suburban regions 
compared to base case projections 

X% reduction in water consumption per 
capita in the metropolitan area versus base 
case projection 

X% reduction (versus base case projection) 
in the proportion of households below the 
40th percentile in the income distribution 
suffering housing stress 

N% increase in the incidence of higher 
education level outcomes within outer 
suburban regions compared to base case 
projections 

Increase of X% in the share of public 
transport + cycling + walking in overall trip 
generation versus base case projection 

 

% of unemployed in outer suburbs to be 
comparable to the relevant metro average. 
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