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EXECUTIVE SUMMARY
Regional Australia is changing, and with this transformation comes boundless opportunities to rethink
what regional Australia will look like in the future and how we want to shape our country as a whole.
This report, Regional Population Growth – Are We Ready?, addresses key issues fundamental to our
future settlement patterns that challenge decision-makers to prioritise regional Australia and divert
future growth to connected regional cities. Policies which seek to encourage population movement to
regional centres would be instrumental in the transformation of regional Australia.
Australia is on track for substantial population growth in the coming decades, with the Australian Bureau of
Statistics (ABS) forecasting growth of up to 19 million additional people by 2056 – a 75 per cent increase.
If we continue with current geographic patterns of settlement, most of our future population will reside
in our major capital cities, while regional areas will experience only modest levels of growth. These
patterns reflect global trends towards increasing urbanisation and employment growth in city-based
service industries. As a result, Sydney and Melbourne will approach global megacity status, with
populations of 9.3 million and 10.2 million, respectively. Brisbane and Perth are projected to grow to
the scale of Sydney and Melbourne today.
While we celebrate the wealth and success of our globally connected inner cities, current urban
planning will see most future population growth in the outer suburbs. In Sydney, Melbourne and Perth,
the outer suburban population is projected to more than double. In Brisbane, the outer suburban
population is projected to nearly triple.
Rapid urban population growth creates challenges that are already clear to residents in the outer
suburbs of our major cities. High house prices paid by average wages and rising congestion have
already emerged as key points of debate as we consider the population growth to come.
Australia’s megacity future will emerge if we follow this business as usual scenario, but in reality, our
future settlement patterns and population growth are far from fixed. Australia has alternatives.
However, public debate and planning have paid limited attention to the role regional Australia can
play. The Regional Australia Institute’s (RAI’s) National Population Plan for Regional Australia was
developed to highlight the role of regional Australia.
This report looks at the economic consequences of alternative future population scenarios to better
inform the conversation about our future growth. The research, conducted in conjunction with the
University of South Australia, included investigating a set of regionally distributed population growth
scenarios for Sydney, Melbourne, Brisbane and Perth, along with analysis of the scale of
agglomeration economies available to Australian cities. The scenarios test the effectiveness of
alternative settlement patterns for relieving commuting and house price pressures, and whether this
relief would come at a big cost to future incomes and employment opportunities.
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The scenario modelling found that under the business as usual base case, commute distances in outer
Sydney and Melbourne will increase by around 60 per cent and close to 25 per cent in outer Brisbane
and Perth. Under the alternative distributed population scenario, commute distances for outer suburban
Sydney would rise by 15 per cent, and Melbourne by 40 per cent. Brisbane’s outer suburban commute
distances rise by 2 per cent, and Perth’s by 11per cent.
Importantly, the analysis shows limited trade-offs in terms of future incomes or employment across
alternative scenarios. With supporting policies to maximise education and employment opportunities, as
well as job creation initiatives in regional areas alongside increased population growth, a more widely
distributed population growth outcome may achieve superior levels on these key economic indicators.
Figure 1: Predictions show both income and employment will increase modestly for outer suburbs,

regardless of population distribution over the next 40 years. If the population distribution continues on its
current trend towards even denser inner cities, house prices and congestion will dramatically increase.
Alternatively, projections that focus on distributing settlement across the regions see house prices and
congestion only modestly increase.
In examining alternative settlement patterns, the comparisons between current residents of outer
suburbs and regional cities are worth noting. When examining average incomes, the difference is small
at 10 per cent. For example, the average outer suburban Sydney worker earned $80,808 in 2016,
whereas their NSW regional city counterpart earned $71,281.
However, a stark contrast emerges when comparing average house prices. In Melbourne, the average
home in the suburbs was valued at $776,276 in 2016, while in Victoria’s regional centres the figure
was less than half, at $344,365.
The modelling suggests that dispersing population growth increases incomes in regional cities while
having a limited impact on outer suburban areas. In Queensland, the modelling shows that regional city
workers could see higher average income growth than their outer suburban Brisbane counterparts,
under a highly dispersed population scenario which would see 20-40 per cent of future population
growth diverted to regional areas.
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Employment data also shows that a worker in a regional centre has just as much likelihood of being
employed as those in the outer suburbs. A similar pattern also emerges concerning productivity. In the
case of Brisbane and Melbourne, regional productivity is higher than in outer suburban areas. Housing
affordability in our outer suburbs will also improve if population growth is dispersed to our regional cities.
Given the importance of the agglomeration discussion in population debates, the RAI worked with
Southern Cross University to develop new quantitative estimates of its contribution to growth nationally.
Agglomeration economies refer to the benefits that accrue when large numbers of worker and firms
cluster together, and this research examines the scale of these benefits with Australian data.
The results show that there are rapidly diminishing returns for agglomeration benefits as our cities get
very large. This is because the costs of being big – congestion and high cost of living – undermine the
benefits of having additional people.
The results also found that Sydney and Melbourne were already at their peak in terms of marginal
gains from increased density. In contrast, most other areas in Australia were well below their optimum
level and not receiving the full benefit of agglomeration economies.
Together, these results suggest that residents across these cities and surrounding regional areas are
likely to benefit more from a more widely distributed future population settlement pattern. Careful
strategic planning can ensure that the benefits of larger regional populations can be achieved without
loss of the affordability and amenity that current residents appreciate.
For the government, the three most important policy levers that are available to shape settlement
patterns are planning policies that govern land use, infrastructure investment, and migration.
More than any other factor, future growth in regional cities can drive widespread change in regional
areas, bringing a wider range of jobs, better services and other facilities to regional cities and
surrounding towns.
This report provides answers to the questions many have been asking in our current population debate.
However, like all good research, it also poses more questions. One of which may be, is a regional
worker earning a similar wage to their outer suburban counterpart, but paying half the mortgage,
significantly better off?

RECOMMENDATIONS
To better balance the national population, this paper, Regional Population Growth – Are We Ready?,
makes the following recommendations:
1. The establishment of a national awareness campaign to promote regional population
opportunities.
2. The development of regional settlement strategies for each major city and surrounding regions.
3. The elevation of migration strategies for regional Australia.
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INTRODUCTION
The population debate we need to have in Australia is now well underway. By 2056, the Australian
Bureau of Statistics (ABS) forecasts Australia’s population will grow by between 10.8 million and 18.7
million peoplei.
Current patterns of population growth would see 77 per cent of this growth occur in Australia’s four
biggest cities – Sydney, Melbourne, Perth and Brisbane ii. This course of growth has Australia heading
towards a future dominated by megacities. This megacity future reflects the global trend of increasing
urbanisation. It also reflects the structural economic shifts towards service industries (especially
knowledge-based) as providers of employment, and the tendency of these jobs to be located in
larger cities.
The Morrison Government is currently considering the role of regions in supporting national population
growth, as seen in Planning for Australia’s Future Populationiii. Upgrades to regional transport
connections are also underway, and governments are exploring more ambitious infrastructure optionsiv.
In its National Population Plan for Regional Australia,v the Regional Australia Institute (RAI) has proposed
that regions can play a much bigger role than previously considered if some important issues are addressed:
1.
2.
3.
4.
5.

Rebalancing of national and state infrastructure spending to enhance liveability in regional
centres as much as dealing with congestion and housing problems in capital cities.
Closer analysis of the net economic gains and losses from increasing urbanisation focused on
capital cities alone.
Targeted programs to support economic diversification and job growth in slow-growing regions.
Improvements in education and training to help residents in areas with high employment needs
‘fill vacancies from within’.
Removing barriers to secondary migration of international migrants wanting to relocate
to regional areas, and funding to support community initiatives to make contact and assist their
settlement.

There is good international evidence to support the benefits of a ‘polycentric’ or many-centred urban
development approach. OECD research shows that nations with many cities rather than one or two
dominant cities tend to have higher levels of GDPvi. However, there has been little quantitative
assessment of the likely socio-economic trade-offs between a megacity future and a more widely
distributed settlement pattern for Australia.
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THIS REPORT
This report is the culmination of a major project within the RAI’s Intergovernmental Shared Inquiry
Program. It filsl the gap in the evidence base and facilitates a more informed debate at this critical
period for policymaking. It draws on work done by the University of South Australia and Southern Cross
University under the RAI’s Regional Research Connections program.
The first section examines alternative settlement pattern scenarios for Sydney, Melbourne, Brisbane and
Perth by modelling the effects that a change in the spatial distribution of population growth is likely to
have on incomes, employment, house prices and commute distances.
The second section looks at the factors underlying the pattern of growth which has historically favoured
capital cities over regional cities. It also compares a selection of socio-economic indicators in both outer
suburban areas of major cities and regional centres.
The report concludes by examining the policy levers that could be used to influence settlement patterns
positively, as well as providing directions for further work by governments on this issue to ensure
Australia makes the best decisions about its future population growth.

INNER CITIES, OUTER SUBURBS, AND REGIONAL CENTRES
The foundation for this report is an analysis of settlement patterns in the inner city and outer suburban
areas for Australia’s four largest cities and included regional centres.
The maps in Figure 2 show the population groups that are referred to extensively in the analysis and
discussion. Overall, more than 17.5 million Australians live within the case study regions including over 4
million in inner metropolitan local government areas (LGAs), 9.5 million in outer suburban areas and 4.5
million in the included regional areas. Appendix A provides an outline of these LGA groupings along
with their proximity to the major city, growth rates, and population projections.
The case study areas show existing variations in settlement patterns between each city, which have
important implications for the analysis. Sydney and Brisbane both have more people living in the
included regional centres than in their inner cities. Queensland is unique in the extent to which its
population is already distributed throughout South East Queensland, with more people living in the
included regional centres than in either the inner or outer suburban areas.
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Table 1: Population size – major city areas and included regional centres, 2016
Sydney

Melbourne

Brisbane

Perth

Total

Inner city

1,087,300

1,156,602

1,176,807

596,730

4,017,439

Outer suburbs

3,594,500

3,402,091

1,091,742

1,390,530

9,478,863

Included regional centres

1,499,497

709,924

1,863,324

380,490

4,453,235

Total

6,181,297

5,268,617

3,774,672

2,367,750

17,592,336

The regional centres included were selected based on their current populations and their distance from
the primary metropolitan centres of interest. These criteria were selected as a basis for determining the
suitability of different regional centres for absorbing greater population growth and easing some of
the population growth pressures off the primary centre.
Regional centres that are either too small or too far away from the primary centre were not considered
in the analysis and the University of South Australia research team acknowledges that there is a degree
of subjectivity inherent in the selection process.
For most cities, ABS and state government projections have been released out to the mid-2030s. Our
modelling extends this timescale out to 2056 by continuing the average growth rates. Extending the
timescale, inner-city areas of Melbourne, for example, are projected to increase from 1.2 million
people in 2016 to 2.6 million people in 2056. Meanwhile outer suburban areas of the city are forecast
to grow from 3.4 million to 7.6 million people – a 122 per cent increase. Despite having a network of
included regional centres, future projections only anticipate an additional 553,000 people living in
these areas (78 per cent growth).
Likewise, in Sydney, inner suburbs are projected to grow by 800,000 compared to 3.8 million in the
outer suburbs – a 106 per cent increase. Included regional centres are only projected to grow by 46
per cent or 696,000 people.
Over the same period, outer Brisbane is projected to nearly triple, growing from a population of 1.1
million to 3 million by 2056. Inner Brisbane will only experience 52 per cent growth while included
regional centres will double their population. This represents a remarkable change in direction for South
East Queensland, moving from a distributed growth model to the outer suburban population dominant
pattern of the other major cities.
In Perth, inner suburbs are projected to grow by 73 per cent compared to outer suburb growth of 127
per cent, from 1.4 million to 3.2 million people. As Perth doubles, included regional centres will
experience only limited growth of 335,000 people (an 88 per cent increase).
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Figure 2: LGAs included regional centres used in the scenarios for Brisbane, Melbourne, Perth and Sydney
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SCENARIO ANALYSIS
To better understand the long term trade-offs that would be involved in pursuing a more widely
distributed settlement pattern, scenario analysis has been undertaken. This explores the likely economic
outcomes of a greater share of population growth occurring in regional centres alongside growth
anticipated in Sydney, Melbourne, Brisbane and Perth.
For each of the four major cities, three different population growth scenarios were analysed to
examine the implications of different settlement patterns:
Scenario I – Base Case: This status quo scenario is based on ABS and state government
projections, where population growth is expected to be largely concentrated in existing major
metropolitan areas.
2. Scenario II – Concentrated regional growth: This scenario diverts some of the expected
growth from the major metropolitan areas towards proximate regional cities, identified within
the preceding maps as lying roughly within 200 kilometres of the centre of the metropolitan
area. The scenario consists of two sub-scenarios:
a. Moderate regional growth: 10-20 per cent of the population growth is diverted away
from the metropolitan region and towards proximate regional cities; and
b. High regional growth: 20-40 per cent of the population growth is diverted away from
the metropolitan region and towards proximate regional cities.
3. Scenario III – Dispersed regional growth: This scenario diverted some of the expected growth
from the major metropolitan areas to both proximate and more distant regional cities that are
expected to be natural places of population growth. As with Scenario II, this scenario consists of
two sub-scenarios:
a. Moderate regional growth: 10-20 per cent of the population growth is diverted away
from the metropolitan area and towards the included regional cities; and
b. High regional growth: 20-40 per cent of the population growth is diverted away from
the metropolitan area and towards the included regional cities.
1.

The scenarios compare the base case – business as usual or status quo population growth relying on
growth in outer suburbs – with alternative population distributions that share growth across both outer
metropolitan and regional city areas.
This report presents the results from comparing the base case with the highly dispersed scenario as
these two options represent the two extreme ends of the scenarios spectrum and the results for all the
other scenarios lie between these two endpoints. The full results from all scenarios are presented in the
report from the University of South Australia team titled Future urban and regional settlement patterns:
Scenario analysis, which is available on the RAI website.
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The scenario analysis models the quantitative associations between the different population distribution
pictures. The scenario analysis does not take into consideration how such redistributions might be
facilitated, or costs and benefits of the alternatives in terms of infrastructure. In this way, the scenarios
are econometric experiments that use historical numerical connections to test the impact of future
redistributed populations on the four variables assessed: average incomes, unemployment rates, house
sales values and commute distances.
The scenarios aimed to test the proposition that dispersed population growth would have profound
negative impacts on the selected economic indicators. The scenarios are conceptual; they model these
measures on an ‘all other things being equal’ basis, testing the quantitative relationships between
population size and these measures as determined through historical data.
The scenarios are ‘thought experiments’ rather than forecasts of how life might play out in inner and
outer urban areas and regional cities in 2056. In practice, delivering any of the scenarios will face
major challenges regarding the capacity of regional cities or outer suburbs to accommodate this growth
and managing the cost of investments in infrastructure and services required.
The scenarios have been constructed along a spectrum of population redistribution from base case to
highly dispersed, and the endpoint highly dispersed scenario may not be fully achievable in practice.
Thus, the scenario outcome comparisons contribute to our understanding of the nature and extent of the
socio-economic trade-offs attaching to different population distributions rather than mapping out a
realistic way forward.
Substantial growth in regional city populations will have both positive and negative consequences for
socio-economic wellbeing in these places. Larger regional cities will gain diversity, economies of scale,
higher average incomes and agglomeration economies. But some regional cities, for example, might
lose their ‘country town’ feel under the scale of growth modelled in the scenarios.
Jobs and services would be critical determinants of whether or not these expansions would ultimately
add to socio-economic wellbeing. Regional city liveability and sense of place and culture will be
impacted by future population growth, which is likely to put a strain on infrastructure and services unless
there are corresponding investments commensurate with the population growth.
However, the scenarios do show that in the business as usual case these growth challenges fall
overwhelmingly on outer suburbs, insulating regional city residents to some degree from the positive
and negative consequences of the projected growth in population numbers. There will always be
winners and losers from population growth on this scale. The concern at the state and national policy
scales is understanding the overall socio-economic impacts of either concentrated or dispersed growth
patterns, identifying the balance point where overall wellbeing is maximised.
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SYDNEY
In 2016, Greater Sydney had a population of 4.7 million with 1.1 million people living in inner
suburban LGAs and 3.6 million living in the outer suburban area. Included regional centres (Greater
Newcastle, Wollongong, Canberra, Port Macquarie-Hastings, Tamworth Regional, Shoalhaven, and
Wagga Wagga) are home to an additional 1.5 million people.
Included in the dispersed regional growth scenario (Scenario III) for Sydney were Greater Newcastle,
Wollongong, Shoalhaven, Canberra, Port Macquarie-Hastings, Tamworth Regional, and Wagga
Wagga. The concentrated regional growth scenario (Scenario II) was based on significant additional
growth in Newcastle, Wollongong and the Shoalhaven only.
In 2016, Inner Sydney had significantly higher levels of income, lower unemployment and shorter
commutes than other areas. However, house prices were substantially higher at $1.8 million, placing
homeownership in the inner city out of reach of most residents (Table 2).
The gaps between outer suburbs and included regional centres were less substantial for unemployment,
average commute distances were comparable, incomes were slightly higher in outer suburbs, and average
house sales values were twice as high in outer suburbs than in the included regional centres (Table 2).
Table 2: Summary of key economic indicators for Sydney and included regional centres, 2016
Population

Income
($)

Unemployment
(%)

House sales
value ($)

Commute
distance (km)

Inner city

1,087,300

101,918

5.03

1,844,645

8.3

Outer suburbs

3,594,500

80,808

6.26

1,006,105

16.6

Included regional centres

1,499,497

71,281

6.36

500,967

16.8

Source: ABS Census

BUSINESS AS USUAL SCENARIO ANALYSIS
The projections by the ABS and state government estimate that the population of Greater Sydney could
more than double, from approximately 4.6 million people in 2016 to almost 9.3 million by 2056 (Table 3).
The vast majority of this population growth (~3.8 million or 83 per cent) is expected to occur in the
outer suburban areas. At the same time, included regional centres are projected to grow from 1.5
million to 2.2 million people (an increase of 46 per cent).
Table 3: Population projections for Sydney and included regional centres, 2056
2016

2056

Change %

Inner city

1,087,300

1,866,762

72

Outer suburbs

3,594,500

7,390,825

106

Included regional centres

1,499,497

2,195,698

46

Total

6,181,297

11,453,285

85

Source: ABS and NSW Government data extrapolated to 2056, UniSA modelling
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Under this business as usual scenario, the economic model finds that for residents of outer suburban
Sydney, population growth alone will contribute an increase of roughly 1.6 per cent to overall average
incomes (in 2016 dollars), a small increase in unemployment, 5.3 per cent increase in house values and
a 60 per cent increase in commute distances.
For the included regional cities, the business as usual scenario finds that growth alone will contribute an
increase of roughly two per cent to overall average incomes (in 2016 dollars), a marginal increase in
unemployment, two per cent increase in house values and no change in commute distances.
The business as usual projections suggest that population growth on its own will make a very modest
contribution to real growth in incomes, along with moderate contributions to rises in unemployment and
house values. The most substantial changes and risks are to the commute lengths, which are a proxy for
congestion or sprawl.
Overall, the business as usual scenario suggests that on a per capita basis existing residents and those
who will come to live in the outer suburbs in Sydney are on track to experience the largest proportion
of the downsides of population growth with limited or no benefits in terms of income and employment.

ALTERNATIVE METROPOLITAN AND REGIONAL GROWTH SCENARIO ANALYSIS
To examine the long term economic benefits or costs of alternative patterns of future population growth
in Sydney and New South Wales (NSW), the scenario analysis included a range of regional population
outcomes. The population scenarios cover two alternatives:
1. Growth concentrated in Sydney, Newcastle, Shoalhaven and Wollongong; and
2. Growth dispersed across the included regional centres of Greater Newcastle, Wollongong,
Shoalhaven, Canberra, Port Macquarie-Hastings, Tamworth Regional, and Wagga Wagga.
This analysis estimates the likely outcomes from more widely distributed population growth. For each
alternative, both moderate and high levels of dispersal were modelled.
The population projections given in Table 4 comprise the business as usual scenario for the region. As
per this scenario, Greater Sydney and included regional cities are projected to grow from 6.2 million
people in 2016 to 11.4 million in 2056. The majority of this growth is expected to be concentrated
within the Greater Sydney metropolitan region.
The alternative population growth scenarios divert up to 2.3 million potential future residents away
from Greater Sydney and towards different regional centres. Scenario II diverts some of the projected
growth in Greater Sydney towards Wollongong, Shoalhaven and Greater Newcastle. Scenario III
diverts some of the projected growth in Greater Sydney more widely to include Wollongong,
Shoalhaven, Greater Newcastle, Canberra, Port Macquarie, Tamworth and Wagga Wagga. Under
the high and dispersed regional growth case, we assume that Wollongong grows by a compound
annual growth rate (CAGR) of 3.5 per cent; Shoalhaven, Port Macquarie, Tamworth and Wagga
Wagga grow by a CAGR of 4.0 per cent; and Greater Newcastle and Canberra grow by a CAGR of
3.0 per cent. These growth rates are consistent with observed growth rates across fast-growing
metropolitan regions nationally and internationally.

REGIONAL POPULATION GROWTH – ARE WE READY?

13 / 41

The modelled changes are substantial for NSW regions ranging from a 100-300 per cent increase in
population compared to 2016. Under the scenarios, Newcastle, Wollongong and Shoalhaven become
more significant regional cities, with Newcastle reaching towards two million people and Wollongong
one million.
Under the highly dispersed growth scenario Canberra tops one million people while Port Macquarie,
Wagga Wagga and Tamworth grow to become cities of several hundred thousand people. This level
of increased regional growth would result in a significant reduction in outer suburban population growth
pressure with outer Sydney’s total end population reduced by between 900,000 and 2.8 million
people.
Table 4: Sydney population distribution alternative scenarios
Population scenarios
Area

2016

Scenario I:
business
as usual

Scenario II: Concentrated
regional growth

Scenario III: Dispersed
regional growth

Moderate

High

Moderate

High

Inner Sydney

1,087,300

1,866,762

1,866,762

1,698,916

1,792,490

1,380,092

Outer Sydney

3,594,500

7,390,825

6,478,580

5,616,440

5,925,785

4,562,441

Wollongong

211,750

284,562

568,562

838,373

568,562

838,373

Shoalhaven

99,600

121,863

324,899

478,182

324,899

478,182

Greater Newcastle

575,800

846,180

1,271,389

1,878,281

1,271,389

1,878,281

Canberra

405,447

652,053

652,053

652,053

895,243

1,322,583

Port Macquarie

79,650

113,830

113,830

113,830

259,821

382,401

Tamworth

61,400

83,308

83,308

83,308

200,289

294,783

Wagga Wagga

65,850

93,901

93,901

93,901

214,805

316,147

Source: UniSA population scenarios
Modelling results against these scenarios (available in detail in Future urban and regional settlement
patterns: Scenario analysis, which is available on the RAI website) provide an indication of how a more
widely distributed pattern of future population growth would impact on the economic outcomes for
Sydney and the regional centres included in the analysis.1

The modelling shows the contribution from population growth alone to changes in each economic outcomes
measure. The figures do not represent predictions of the value of each measure (incomes, unemployment rate or
house value) in 2056.
1

The modelling shows that the biggest differences in these outcomes are between the base case and the highly
dispersed regional growth scenario. These two scenarios represent the two ends of the spectrum, and all other
scenarios fall between these extremes. Appendix B summarises the modelling outcomes of these two end point
scenarios for each of the four cities.
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The modelling suggests that the key measures of housing prices and commute distances would be better
for outer suburban residents under the dispersed population scenario. For regional city residents there
would be no real change in incomes, while house prices would be slightly higher (all other things being
equal), retaining the regional city advantage in the house price to income ratio.
For Outer Sydney, in the highly dispersed regional growth scenario, when compared to 2016,
redistribution of population growth contributes an increase to average real (inflation adjusted) annual
incomes of around 0.5 per cent ($400), an unemployment rate 0.05 per centage points higher, an
average house cost 1.4 per cent ($14,000) more, and an average commute distance that is 15.1 per
cent (2.5 kilometres) longer.
Looking at the included regional cities, redistribution of population growth contributes an increase to
average real (inflation adjusted) annual incomes of around 1.8 per cent ($1,300), contributes 0.3 per
centage points to unemployment, an increase in average house costs of 5.5 per cent ($28,000), and an
increase in average commute distance of 6.5 per cent (1.1 kilometres).
However, these scenarios do not vary the demographic composition of the population but only the total
number of people living in any particular urban area. Population changes of these magnitudes will
change the demographic and employment mixes in the regional cities, changing key measures like
proportion of population under 65, proportion with Bachelors Degrees and proportion working in high
skilled service sector jobs. These demographic changes will have a generally positive impact on the
economic measures (income, unemployment, house prices), which has not been accounted for in the
modelling undertaken here.
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MELBOURNE
Greater Melbourne had a population of 4.6 million with 1.2 million people living in inner suburban
LGAs and 3.4 million living in the outer suburban area, based on the 2016 Census. Included regional
centres were home to an additional 710,000 people.
In the Melbourne modelling,Greater Bendigo, Greater Geelong, Greater Shepparton, Ballarat,
Latrobe, Warrnambool, and Albury-Wodonga are included in the dispersed regional growth scenario.
The concentrated regional growth scenarios only included Geelong, Ballarat, Bendigo and Latrobe.
As with the scenarios in the other three states, these regional centres were selected based on their
current populations and their distance from Melbourne. There is some subjectivity in the selection
process followed, and other Victorian regional cities such as Wangaratta, Horsham and Mildura were
not included as places of alternative population growth in this modelling.
Inner Melbourne had higher levels of income, lower unemployment and shorter commutes than outer
Melbourne and the included regional centres. However, average house prices were substantially
higher in inner Melbourne at $1.2 million, especially when compared to house prices in included
regional centres.
The gap in house prices between outer suburban and regional centres was still substantial, with
average house sales values in outer Melbourne more than double that of included regional centres.
Unemployment rates were the same, and although income was higher in outer Melbourne compared
with the regional centres, commute distances were greater.
Table 5: Summary of key economic indicators in Melbourne and included regional centres, 2016
Population

Income
($)

Unemployment
(%)

House sales
value ($)

Commute
distance (km)

Inner Melbourne

1,156,602

85,016

6.69

1,154,287

9.5

Outer Melbourne

3,402,091

75,067

6.79

776,276

17.2

709,924

59,396

6.79

344,365

15.9

Area

Included regional centres

Source: ABS Census

BUSINESS AS USUAL SCENARIO ANALYSIS
The projections based on ABS and state government projections indicate that the population of
Melbourne could more than double, growing by an estimated 5.6 million people, from 4.6 million in
2016 to 10.2 million people by 2056 (Table 6).
The vast majority of this growth (~4.2 million or 74 per cent) is expected to occur in Melbourne’s outer
suburban areas. Regional cities and included regional centres are expected to grow substantially from
nearly 710,000 to 1.3 million (an increase of 78 per cent).
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Table 6: Population projections for Melbourne and included regional centres, 2056
Area

2016

2056

% Change

Inner Melbourne

1,156,602

2,611,527

126

Outer Melbourne

3,402,091

7,560,314

122

709,924

1,263,396

78

5,268,617

11,435,237

117

Included Regional Areas
Total

Source: ABS and Victorian Government data extrapolated to 2056, UniSA modelling
Under the business as usual scenario, the economic model found that for residents of outer suburban
Melbourne, population growth alone will contribute an increase of roughly 1.9 per cent to overall
average incomes (in 2016 dollars), a small increase in unemployment, 7.5 per cent increase in house
values and a 63 per cent increase in commute distances.
For the included regional cities, the business as usual scenario finds that growth alone will contribute an
increase of roughly 2.2 perc ent to overall average incomes (in 2016 dollars), a marginal increase in
unemployment, a 4.3 perc ent increase in house values and no change in commute distances.
As with Sydney, the business as usual projections for Melbourne suggest that population growth on its
own will make a very modest contribution to real growth in incomes, along with small contributions to
rises in unemployment and house values. The most substantial changes and risks are again to commute
distances.
Overall, as with Sydney, the downsides of population growth will fall most heavily on people who come
to live in outer Melbourne, with limited or no benefits in terms of income and employment.

ALTERNATIVE METROPOLITAN AND REGIONAL GROWTH SCENARIO ANALYSIS
To examine the long term economic benefits or costs of alternative patterns of future population growth
in Melbourne and regional Victoria, the scenario analysis explored a range of regional population
outcomes. The population scenarios cover two alternatives:
1. Growth concentrated in Melbourne, Geelong, Ballarat, Bendigo and Latrobe.
2. Growth dispersed across the included regional cities of Greater Bendigo, Greater Geelong,
Greater Shepparton, Ballarat, Latrobe, Warrnambool, and Albury-Wodonga
The base case is population growth for Greater Melbourne and included regional cities from 5.3 million
to 11.4 million. The base case is that the majority of this growth would occur in outer suburbs.
The alternative population growth scenarios divert up to 2.1 million potential future residents away
from Greater Melbourne and towards different regional centres. Under the high regional growth case,
the University of South Australia modelling assumed that each of the regional centres grows by a CAGR
of 4.0 per cent.
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Under these scenarios, Table 7 shows that end population growth in the outer suburbs of Melbourne is
between 512,000 and 1.6 million fewer people than the baseline case, and included regional centres
become much more important population centres with Geelong exceeding 1 million people and
Ballarat and Bendigo reaching around 500,000 people each in the high growth scenarios. Collectively,
the included regional centres will grow from 710,000 people in 2016 to up to 3.4 million people in the
dispersed high growth scenario.
Table 7: Melbourne population distribution alternative scenarios
Population scenarios
Scenario II:
concentrated regional growth
Moderate
High

Scenario III:
dispersed regional growth
Moderate
High

2016

Scenario I:
business as
usual

Inner Melbourne

1,156,602

2,611,527

2,396,256

2,192,947

2,313,725

2,036,528

Outer Melbourne

3,402,091

7,560,314

7,048,475

6,450,451

6,805,714

5,990,351

Geelong

233,349

440,491

761,192

1,120,312

761,192

1,120,312

Ballarat

103,249

215,528

336,804

495,703

336,804

495,703

Bendigo

110,446

223,805

360,278

530,252

360,278

530,252

Latrobe City

73,646

91,577

240,237

353,577

240,237

353,577

Shepparton

63,828

91,884

91,884

91,884

208,209

306,438

Warrnambool

33,948

47,854

47,854

47,854

110,739

162,983

Albury-Wodonga

91,458

152,256

152,256

152,256

298,339

439,092

Area

Source: UniSA population scenarios
Modelling results against these scenarios provides an indication of how a more widely distributed
pattern of future population growth would impact on the outcomes for each measure (incomes,
unemployment rate, house value, commute distance).2
As with the model results for Sydney, the biggest differences in these outcomes are between the
business as usual scenario and the highly dispersed regional growth scenario, and all other outcomes
fall between these extremes.

The modelling shows the contribution from population growth alone to changes in each economic
outcomes measure. The figures do not represent predictions of the value of each measure (incomes,
unemployment rate or house value) in 2056.
2
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The modelling suggests that the key measures of housing prices and commute distances would not be as
high for outer suburban residents under the dispersed population scenario. For regional city residents
there would be higher real average incomes and also average house prices (all other things being
equal), retaining the regional city advantage in the house price to income ratio.
For Outer Melbourne, in the highly dispersed regional growth scenario, when compared to 2016,
redistribution of population growth contributes an increase to average real (inflation adjusted) annual
incomes of around 1.3 per cent ($900), an unemployment rate 1.4 per centage points higher, an
average house cost 4.8 per cent ($38,000) more, and an average commute distance 39 per cent (6.7
kilometres) longer.
Looking at the included regional cities, redistribution of population growth contributes an increase to
average real (inflation adjusted) annual incomes of around 4.6 per cent ($2,800), contributes 0.4 per
centage points to unemployment, an increase in average house costs of ten per cent ($34,000), and no
real change in commute distance.
However, as in the other cities, these scenarios do not vary the demographic composition of the
population, only the total number of people living in any particular urban area.3

Population changes of these magnitudes will change the demographic and employment mixes in the regional
cities, changing key measures like proportion of population under 65, proportion with Bachelors Degrees and
proportion working in high skilled service sector jobs. These demographic changes will have a generally positive
impact on the economic measures (income, unemployment, house prices) which has not been accounted for in the
modelling undertaken here.
3
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BRISBANE
In 2016, Greater Brisbane had a population of around 2.3 million, with 1.2 million people living in the
inner suburban LGAs and a further 1.1 million people in outer suburban areas. Included regional
centres were home to an additional 1.9 million people. As these relative population figures attest, a
more widely distributed population pattern has already been in place in Queensland for several
decades, with substantial growth in the Gold Coast and the Sunshine Coast making these areas large
regional cities in their own right that are deeply interconnected to the Brisbane economy.
For Brisbane, the dispersed regional growth scenario included the regional centres of Gold CoastTweed Heads, Sunshine Coast, Mackay, Townsville, Cairns, Ballina-Lismore, Toowoomba, and Fraser
Coast. The concentrated regional growth scenario does not include Mackay, Cairns and Townsville.
Therefore, these scenarios represent an expansion of the South East Queensland region (Gold Coast
and Sunshine Coast) to include a wider group of proximate and significant regional cities.
As with Sydney and Melbourne, the inner suburbs of Brisbane had higher levels of income, lower
unemployment and shorter commutes than other areas of interest. However, the trends in relation to
incomes, unemployment and house values differ from Sydney and Melbourne. The included regional
centre incomes were more comparable to outer suburban areas; they had slightly lower unemployment,
and higher house prices.
Table 8: Summary of key economic indicators in Brisbane and included regional centres, 2016
Population

Income
($)

Unemployment
(%)

House sales
value ($)

Commute
distance (km)

Inner Brisbane

1,176,807

83,720

6.80

638,500

11.5

Outer Brisbane

1,091,742

69,799

8.02

415,142

19.4

Included regional centres

1,863,324

68,912

7.64

468,171

16.9

Area

Source: ABS Census

BUSINESS AS USUAL SCENARIO ANALYSIS
The projections from ABS and Queensland Government data see Greater Brisbane expected to grow
by up to 2.5 million, from 2.3 million to 4.8 million people by 2056 (Table 9) and most (76 per cent) of
this growth is expected to take place in outer suburban areas. Included regional centres are expected
to grow from 1.9 million people to 3.8 million by 2056 (an increase of 104 per cent).
Table 9: Population projections for Brisbane and included regional centres, 2056
Area

2016

2056

Change %

Inner Brisbane

1,176,807

1,785,289

52

Outer Brisbane

1,091,742

2,981,271

173

Included regional centres

1,863,324

3,807,153

104

Total

3,774,672

8,573,713

127

Source: ABS and Queensland Government data extrapolated to 2056, UniSA modelling
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In the business as usual scenario analysis, population growth contributes a 2.5 per cent increase to Outer
Brisbane real average incomes (in 2016 dollars), a 9.2 per cent increase in house prices, a 0.3 per
centage point increase in unemployment and a 23 per cent increase in average commuting distance.
For the included regional centres, the business as usual scenario is for population growth to contribute a
2.6 per cent increase in real average incomes, a 5.7 per cent increase in house prices, a 0.15 per
centage point increase in unemployment and a 4.1 per cent increase in average commuting distance.

ALTERNATIVE METROPOLITAN AND REGIONAL GROWTH SCENARIO ANALYSIS
The scenario analysis explored a range of possible regional population outcomes to examine the long
term economic benefits or costs (via measures of incomes, unemployment rate, house value, commute
distance) of alternative settlement patterns of population growth in Brisbane and Queensland. The
population scenarios cover two alternatives:
1. Growth concentrated in Brisbane, Gold Coast-Tweed Heads, Sunshine Coast, Ballina-Lismore,
Toowoomba and Fraser Coast.
2. Growth dispersed across the included regional cities of Gold Coast-Tweed Heads, Sunshine
Coast, Mackay, Townsville, Cairns, Ballina-Lismore, Toowoomba, and Fraser Coast.
The base case projects the population of Greater Brisbane and included regional cities to grow from
3.8 million to 8.6 million, with the majority of this growth expected to be in outer suburbs.
The alternative population growth scenarios divert up to 2.1 million potential future residents away
from Greater Brisbane and towards the included regional centres. Under the high regional growth
case, we assume the included regional centres grow by a CAGR of 3.0 per cent.
The modelling shows the contribution from population growth alone to changes in each economic
outcomes measure. The figures do not represent predictions of the value of each measure (incomes,
unemployment rate or house value) in 2056.
As with the model results for Sydney and Melbourne, the biggest differences in these outcomes are
between the base case and the highly dispersed regional growth scenario, and all other outcomes fall
between these extremes.
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Table 10: Brisbane population distribution alternative scenarios
2056 Population projections
2016

Scenario I:
business
as usual

Scenario II: concentrated
regional growth
Moderate
High

2,268,549

4,766,560

3,941,355

3,211,892

3,612,071

2,616,690

Gold Coast-Tweed Head

657,101

1,456,443

1,764,359

2,143,489

1,764,359

2,143,489

Sunshine Coast

293,691

690,925

788,578

958,030

788,578

958,030

Toowoomba

165,168

255,817

443,486

538,783

443,486

538,783

88,300

108,938

237,091

288,038

237,091

288,038

Fraser Coast

103,733

174,851

278,530

338,382

278,530

338,382

Mackay

126,370

234,087

234,087

234,087

339,313

412,225

Townsville

199,358

420,801

420,801

420,801

535,290

650,315

Cairns

163,469

315,897

315,897

315,897

438,924

533,241

Metropolitan region

Greater Brisbane

Ballina-Lismore

Scenario III: dispersed
regional growth
Moderate
High

The modelling suggests that the key measures of housing prices and commute distances would be lower
for outer suburban residents under the dispersed population scenario. For regional city residents, there
would be an increase in real average incomes and also average house prices (all other things being
equal), retaining the regional city advantage in the house price to income ratio.
For Outer Brisbane, in the highly dispersed regional growth scenario, when compared to 2016,
redistribution of population growth contributes an increase to average real (inflation adjusted) annual
incomes of around 0.4 per cent ($250), an unemployment rate 0.05 per centage points higher, an average
house cost 1.1 per cent ($3,500) more, and a negligible change in commute distance.
Looking at the included regional cities, redistribution of population growth contributes an increase to
average real (inflation adjusted) annual incomes of around 3.1 per cent ($2,100), contributes 0.34 per
centage points to unemployment, an increase in average house costs of 6.7 per cent ($29,000), and an
increase in average commute distance of 5.9 per cent (one kilometre).
However, as in the other cities, these scenarios do not vary the demographic composition of the
population, only the total number of people living in any particular urban area. 4
Due to the already polycentric nature of South East Queensland, both the cost and the benefits of more
distributed regional growth are not as large as in the case of Sydney and Melbourne. Overall, these
results suggest there are potential benefits to housing affordability from further developing the
distributed growth patterns in South East Queensland by reducing the rates of projected outer
suburban growth and connecting in additional surrounding regional centres.

Population changes of these magnitudes will change the demographic and employment mixes in the regional
cities, changing key measures like proportion of population under 65, proportion with Bachelors Degrees and
proportion working in high skilled service sector jobs. These demographic changes will have a generally positive
impact on the economic measures (income, unemployment, house prices) which has not been accounted for in the
modelling undertaken here.
4
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PERTH
Greater Perth had a population of around two million, with 597,000 people living in inner suburban
LGAs and 1.4 million living in the outer suburban areas in 2016. In the Perth modelling, Greater
Bunbury, Peel Region, Northam-Toodyay-York, Greater Geraldton, Kalgoorlie-Boulder, Albany and
Busselton comprise the included regional cities for the dispersed regional growth scenarios.
Table 11 provides the population size and key economic impact indicators for Perth in 2016. Inner
Perth had higher levels of income, lower unemployment and shorter commutes than other areas of
interest. Inner Perth’s house values were also substantially higher ($755,000) compared to the outer
suburbs ($525,000). Unemployment was higher in outer Perth (8.28 per cent) and commutes nearly
twice the distance (18.8 kilometres compared to 9.9 kilometres) of those in the inner city area.
There are significant gaps between included regional centres and outer suburban Perth. Both income
($68,723) and house values ($378,319) were lower in the included regional centres compared to outer
suburban Perth. Commutes were slightly longer and unemployment slightly lower in included regional
centres.
Table 11: Summary of key economic indicators in Perth and included regional centres, 2016
Population

Income
($)

Unemployment
(%)

House sales
value ($)

Commute
distance (km)

Inner Perth

596,730

82,611

7.37

755,042

9.9

Outer Perth

1,390,530

76,727

8.28

524,895

17.0

380,490

68,723

8.15

378,319

18.8

Area

Included regional centres

Source: ABS Census

BUSINESS AS USUAL SCENARIO ANALYSIS
Under the business as usual population scenario, Perth is expected to grow from approximately two
million to four million people by 2056. As with the other major cities, the majority of this growth (80 per
cent) is forecast for outer suburban areas. At the same time, included regional centres are expected to
grow from about 405,000 to 889,000 people by 2056 (an increase of 119 per cent).
Table 12: Population projections for Perth
Area

2016

2056

Change %

Inner Perth

596,730

1,033,681

73

Outer Perth

1,390,530

3,160,094

127

405,330

889,179

119

2,367,750

4,909,398

107

Included regional centres
Total

Source: ABS and Western Australian Government data extrapolated to 2056, UniSA modelling
In the business as usual scenario, population growth contributes a 1.9 per cent increase to Outer
Suburban Perth real average incomes, a 6.4 per cent increase in house prices, a 0.25 per centage
point increase in unemployment and a 24.7 per cent increase in average commuting distance.
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For the included regional cities, the baseline scenario is for population growth to contribute a negligible
increase (0.2 per cent) in real average incomes, a 4.6 per cent increase in house prices, a 0.55 per
centage point increase in unemployment and a 3.7 per cent increase in average commuting distance.

ALTERNATIVE METROPOLITAN AND REGIONAL GROWTH SCENARIO ANALYSIS
To examine the long term economic benefits or costs of alternative patterns of future population growth
in Perth and Western Australia, the scenario analysis explored a range of regional population
outcomes. The population scenarios cover two alternatives:
1. Growth concentrated in Perth and Greater Bunbury, Peel Region, Northam-Toodyay-York
and Busselton
2. Growth dispersed across the included regional cities Greater Bunbury, Peel Region, NorthamToodyay-York, Greater Geraldton, Kalgoorlie-Boulder, Albany and Busselton.
The base case projects the population of Greater Perth and included regional cities to grow from
2.4 million to 4.9 million, with the majority of this growth projected for outer suburbs.
The alternative population growth scenarios divert up to 1.0 million potential future residents away
from Greater Perth and towards different regional centres. Under the high regional growth case, we
assume that the Peel Region, Busselton, Albany, Greater Geraldton and Kalgoorlie-Boulder grow by a
CAGR of 4.0 per cent, Northam-Toodyay-York grows by a high CAGR of 5.0 per cent, and Greater
Bunbury grows by a CAGR of 3.0 per cent
Under these scenarios (Table 13) outer suburban growth is reduced by between 358,000 to 933,000
people. Under all scenarios the Peel Region continues to grow and in the concentrated regional centre
scenarios much more significant regional cities also emerge in the South West and Western Wheatbelt. The
highly dispersed scenario diverts some of the projected growth in Greater Perth towards the Peel Region,
Northam-Toodyay-York, Greater Bunbury, Busselton, Albany, Greater Geraldton and Kalgoorlie-Boulder.
Table 13: population distribution alternative scenarios

2016

Scenario I:
business
as usual

Population scenarios
Scenario II: concentrated
Scenario III: dispersed
regional growth
regional growth
Moderate
High
Moderate
High

Inner Perth

596,730

1,033,681

1,033,681

1,033,681

1,033,681

955,603

Outer Perth

1,390,530

3,160,094

2,802,213

2,532,038

2,593,397

2,226,795

Peel Region

141,640

454,476

560,790

680,017

560,790

680,017

Northam-Toodyay-York

20,360

32,477

80,611

143,334

80,611

143,334

Greater Bunbury

94,430

172,696

253,551

308,034

253,551

308,034

Busselton

35,510

68,463

115,835

170,484

115,835

170,484

Albany

37,310

51,667

51,667

51,667

121,707

179,126

Greater Geraldton

41,430

64,831

64,831

64,831

135,146

198,906

Kalgoorlie-Boulder

34,650

44,569

44,569

44,569

113,030

166,355

Area

Source: UniSA population scenarios
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Modelling results against these scenarios provides an indication of how a more widely distributed
pattern of future population growth would impact on the outcomes for each measure (incomes,
unemployment rate, house value, commute distance).5
The modelling suggests that the increases in key measures of housing prices and commute distances
would be lower for outer suburban residents under the dispersed population scenario. For regional city
residents there would be an increase in real average incomes and also average house prices (all other
things being equal), retaining the regional city advantage in the house price to income ratio.
For Outer Perth, in the highly dispersed regional growth scenario, when compared to 2016,
redistribution of population growth contributes an increase to average real (inflation adjusted) annual
incomes of around 1.1 per cent ($800), an unemployment rate 0.14 per centage points higher, an
average house cost 3.3 per cent ($17,000) more, and an average commute distance 11.2 per cent (1.9
kilometres) longer.
Looking at the included regional cities, redistribution of population growth contributes an increase to
average real (inflation adjusted) annual incomes of around 3.9 per cent ($2,600), contributes 0.48 per
centage points to unemployment, an increase in average house costs of 7.6 per cent ($29,000), and a
very small decrease in average commute distance.
However, as in the other cities, these scenarios do not vary the demographic composition of the
population, only the total number of people living in any particular urban area. 6

The modelling shows the contribution from population growth alone to changes in each economic outcomes
measure. The figures do not represent predictions of the value of each measure (incomes, unemployment rate or
house value) in 2056.
5

As with the model results for the other cities, the biggest differences in these outcomes are between the base case
and the highly dispersed regional growth scenario. These two scenarios represent the two ends of the spectrum,
and all other scenarios fall between these extremes.
6 Population changes of these magnitudes will change the demographic and employment mixes in the regional
cities, changing key measures like proportion of population under 65, proportion with Bachelors Degrees and
proportion working in high skilled service sector jobs. These demographic changes will have a generally positive
impact on the economic measures (income, unemployment, house prices) which has not been accounted for in the
modelling undertaken here.
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NATIONAL SCENARIO ANALYSIS SUMMARY
Across the four case studies, the overall outcomes from a more widely distributed regional growth
pattern were consistent. Overall, compared to 2016, for outer urban areas, dispersed growth brings
smaller increases in both incomes and house prices, resulting in improved housing affordability.
Increases in commute distances were also smaller. For the included regional cities, dispersed population
brings both higher growth in incomes and house prices, with affordability still improving. Commute
distances also increase slightly. Summary data is presented in Appendix B.
For Sydney and Melbourne, the results suggest a more aggressive approach to population growth
distribution is worthy of exploration, as this maximises the improvement of the downsides of growth
that are inevitable for outer suburban areas of these cities. If this more substantial geographic
population shift is not feasible, more moderate growth outcomes also provide benefits, but at a lower
scale.
Queensland already has a more distributed population pattern across the whole state, and southeast
Queensland in particular is also more dispersed than Sydney and Melbourne. For outer urban areas,
the modelled redistributed population brings a slight decrease in housing affordability and commute
distances. For the included regional cities, the dispersed scenario brings slight improvements in
affordability.
In the Perth case, dispersed population growth has benefits to housing affordability in outer urban
places, and slightly better commute distances. For the included regional cities, while dispersed
population growth would push up average house prices, the modelling suggests that incomes would rise
more and affordability would still improve.
Together, these results suggest that residents across these cities and surrounding regional areas are likely
to be better off if a more widely distributed future population settlement pattern can be achieved.
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DRIVERS OF THE RESULTS
The outcomes of this modelling may be surprising to many who follow the mainstream conversation
about Australia and its economy. We are regularly told that our major cities are the key to our
economy and must be prioritised over lagging regions if we are to maintain our levels of economic
growth and living standards.
However, this simplistic story breaks down rapidly when you consider how population growth affects
the economy and understand the existing patterns of economic activity in a little more detail.
To help explain the outcomes from the scenario analysis, it’s important to understand why a more
widely distributed population generally drives improvements in key economic indicators.

OUTER SUBURBS AND REGIONAL CITIES ARE VERY SIMILAR ECONOMICALLY
Cties and regions are typically referred to as two groups in our national population debate and
distinctions are drawn between the two. However, our sprawling cities are not homogenous and
regional areas are also very diverse.
In examining alternative settlement patterns, two subgroups in this discussion are crucial – the outer
suburbs where most future population growth will be concentrated and the nearby regional cities which
can be better connected to major cities to foster their growth and development, and ease some
population pressurevii.
If we look closely at these two sub-groups across the key economic indicators of incomes, employment
and productivity, a more nuanced picture emerges with inner cities clearly outperforming on incomes
and productivity while outer suburbs and regions have comparable levels of performance.

INCOME
Looking at average incomes, the difference between outer suburb areas and regional centres is
marginal. While outer suburbs earn a higher average income, the difference is less than ten per cent
(Table 14). For example, full-time workers from Sydney’s outer suburbs earn an average of $79,128
per annum, while in regional centres close to Sydney they earn $74,437 per annum. These results show
that the most significant gap in incomes is not between capitals and regions, but inner-city areas and
everywhere else.
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Table 14: Income comparisons for inner and outer suburbs and included regional centres
Average Full Time Income and Growth Rates
Capital City

Outer Suburbs

Included regional centres

Inner Suburbs

Sydney

$79,128

2.50%

$74,437

2.70%

$101,774

3.00%

Melbourne

$75,660

2.90%

$69,612

2.60%

$92,133

2.80%

Brisbane

$72,183

2.70%

$72,022

2.50%

$91,109

2.80%

Perth

$83,314

2.30%

$80,848

2.50%

$94,970

2.80%

Source: ABS 2016, RAI Calculations
Recent work on the relationships between inner and outer Melbourne published by the University of
Melbourne Sustainable Society Institute viii has found that outer urban growth is making Melbourne more
economically polarised, with residents of the fastest growing outer suburbs going backwards in terms of
their share of income from economic activity.
The research notes:
“The Melbourne region has had too high a population growth rate over the last 25 years,
given the level of investment that was committed to support this growth, while regional Victoria
has had too low a population growth rate to maximise overall gross state product per capita.”

EMPLOYMENT
Employment data also shows that a worker in the outer suburbs has just as much likelihood of being
employed as in the regional centres (Table 15). For Sydney, employment rates in the outer suburbs
were identical to regional centres, while for Perth regional centres were slightly higher. Both Brisbane
and Melbourne outer suburbs had comparable employment rates to their nearby regional centres.
Table 15: Employment Comparisons for inner and outer suburbs and included regional centres
Employment Rates

Outer Suburbs

Included regional centres

Inner Suburbs

Brisbane

92.2%

92.0%

93.7%

Melbourne

93.2%

93.0%

93.5%

Perth

91.6%

92.7%

92.4%

Sydney

93.7%

93.7%

95.0%

Source: ABS 2016, RAI Calculations
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PRODUCTIVITY
A similar pattern emerges in relation to productivity (Figure 2). While the inner cities are clearly
leaders in urban labour productivity, regional centres are just as productive as the outer suburbs when
it comes to gross value added per worker. In the cases of Brisbane and Melbourne, regional
productivity is higher than in outer suburban areas.

BRISBANE

MELBOURNE
Inner Suburbs

PERTH
Outer Suburbs

$125,390

$133,744

$172,819

$125,877

$144,500

$173,826

$114,068

$106,624

$143,240

$116,113

$107,095

$143,894

Gross value added per worker

SYDNEY

Regional Centres

Figure 3: Productivity comparisons for inner and outer suburbs and regional centres
Source: ABS 2016, RAI Calculations

AGGLOMERATION IS A MARGINAL CONTRIBUTOR TO GROWTH
Agglomeration economies refer to the benefits that can accrue when there are large numbers of
workers and firms clustered together. Agglomeration economies assume that productivity rises with
density due to savings in transportation costs and lower production costs from increased proximity of
workers to businessesix. While these agglomeration economies are believed to be significant in
Australia, there has been very little empirical testing of the scale of these economies.
To address this, the RAI worked with Southern Cross University to assess the evidence for agglomeration
in Australia and to develop new quantitative estimates of its contribution to growth nationally and in
our cities and regionsx. The full report Settlement Patterns: Econometric Analysis, is available on the RAI
website.
Following an approach pioneered in Europe which is based on workforce density, this research
identifies a positive contribution from agglomeration economies to economic growth. However, the
practical effect of agglomeration economies is very small with other factors such as industry
specialisation, workforce capability, human capital and connectedness being far more important to the
growth of regions and cities.
Moreover, the results show that there are rapidly diminishing marginal returns for agglomeration
benefits as our cities get very large. This occurs because the costs of being big – congestion and high
costs of living – undermine the benefits of having additional people nearby. The overall effect shows
that there will be a far larger increase in the growth rate of GDP per capita for a region with lower
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workforce density than one with higher work force density, all else held constant (Figure 4). This
indicates that there will be bigger net economic gains for Australia as smaller cities grow and capture
further agglomeration economies, than from increasing growth in our largest cities.

Growth in regional GDP

The scale of these relative gains are shown in Figure 4, which plots the growth in regional GDP against
workforce density, or working population per square kilometre. The analysis shows that while the model
clearly displays that agglomeration effects are positive, diminishing marginal returns ‘set in’ at a
workforce density of around 500 people per square kilometer and rapidly tail off above 2,000. By
way of comparison, the Sydney working population densities range from around 4,600 people per
square kilometre in Sydney City to around 250 in outer suburban Penrith. Melbourne’s range from
3,000 in Port Philip to around 175 in outer suburban Hume.

Working population per square kilometre
Figure 4: Growth in regional GDP and workforce density – agglomeration effects (UniSA)
This provides evidence that agglomeration economies are not confined to our largest cities. In fact,
there is a larger marginal gain for areas with lower population densities. This is because
agglomeration diseconomies (such as pollution and congestion) create a drag on the agglomeration
benefits as cities get very large and dense.
Supporting this result is separate research conducted in 2011 that found Melbourne and Sydney were
already at their peak in terms of marginal gains from increased density xi. In contrast, this research
found that most other areas in Australia were well below their optimum level and not receiving the full
benefit of agglomeration economies.
This evidence substantially undermines what has been a powerful assumption in our cities debate, and
instead suggests that agglomeration on its own is of limited significance to growth performance. It also
suggests that the best areas to foster it are in fact smaller cities yet to experience the benefits of
density but can still increase density while avoiding the costs of being really big.
This research suggests that chasing agglomeration economies by making our big cities bigger and
denser is not the most effective pathway to future economic success.
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POLICIES TO FACILITATE A CHANGE IN
SETTLEMENT PATTERNS
Population is not a ‘static backdrop against which social, economic, environmental and political forces
are played out’, but instead a function of each one of these variablesxii. The choices we make about
where and how we live are subject to a range of factors. The supply of land and costs of housing,
infrastructure, the availability of employment and a range of cultural and social factors all feed into
individual preferences about where to settle.
For government, three important policy levers are available to shape and influence settlement patterns:
1. planning policies that govern land use and the built environment;
2. infrastructure investments which enable places to be created and connected; and
3. migration policies that match new migrants to the different range of opportunities in Australia’s
cities and regions.
These levers are reinforced by complementary economic development policies which shape the
liveability of places, increase levels of education and workforce capability, and facilitate local job
growth and industry expansion. To influence settlement patterns, governments also need to work
together. Federal, state and local governments have a mix of exclusive and shared responsibilities
across each of these policy areas and differing capacity to provide the funds needed to drive change.

STRATEGIC PLANNING AND LAND USE
The most direct mechanism for shaping settlement patterns is policies and legislation for strategic
planning and land use.
The two settlement growth pathways are dictated by land use policy including:
1. Greenfield development – enabling the release and development of undeveloped land; and
2. Brownfield or greyfield development – providing land for redevelopment in established
areasxiii.
Long-term planning processes for Australia’s largest cities have followed a similar pattern which is
being repeated as part of the current debate on future population. Long-term population and
employment projections are used to determine corresponding policy interventions, including locationspecific targets for new housing and upgraded infrastructurexiv.
The consequences of urban planning decisions are substantial. In each of the regions explored in this
report, the various planning instruments create an existing patchwork of various growth targets,
priorities and timelines for areas of land which are guiding us towards the status quo outcomes
modelled in this study.xv Planning and land use policy is the primary tool for facilitating alternative
settlement patterns. The foundation of any decentralisation policy will be a decision to modify these
current settings.
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One pathway for changing Australia’s settlement patterns towards a more geographically distributed
future is further freeing up greenfield and brownfield development in regional centres, and availability
of employment lands in regional cities, alongside more effective constraints on urban fringe sprawl. A
more comprehensive and coordinated planning approach and supporting policies is the way to lead in
creating positive change.
Unlike urban densification strategies, which mostly seek to displace traditional housing supply with
denser forms of settlement, constraining urban fringe development in the major cities and increasing
supply of land in regional centres is better placed to maintain a mix of housing for people who are not
looking to live in densely populated outer or inner suburban neighbourhoods.
Critical to strategic and land use planning are the employment lands and land use policies that help
enable job provision. Population growth without effective job creation leads to dormitory suburbs and
creates commuting challenges. Employment opportunities and job creation are a vital a driver of
population attraction and retention, and significant job creation initiatives would be needed to support
population growth under the dispersed scenarios.

INFRASTRUCTURE INVESTMENT (TRANSPORT CONNECTIVITY)
The crucial partner to planning is infrastructure investment which plays a key role in influencing the
location of population growth.
As with planning, infrastructure is proven in Australia, and internationally, to be able to facilitate
change if done well. For example, improving transport infrastructure and increasing access to flexible
work arrangements were identified as two important factors in increasing exurban housing choices in
Australia through the 1990s.xvi Well designed investments that improve connectivity, such as those
connecting Melbourne with Geelong, Ballarat and Bendigo, can have significant impacts on changing
population distributions.
Overseas experience has also explored the extent to which infrastructure, particularly high speed rail,
facilitates greater migration to regional areas by improving the accessibility to major employment
centres and business districts. Overall research concludes that high speed rail can catalyse change in
settlement decision by reducing the time it takes to connect large cities to other surrounding regional
areas. This can lead to:
 attracting business investment;
 decreasing costs and increasing the efficiencies of existing businesses;
 increasing property values;
 reduced commuting time to nearby capital cities;
 attracting more students to regional tertiary institutions;
 significantly growing tourism;
 improving access to health, educational and employment services; and
 enhancing the broader competitiveness, liveability and investment appeal of newly
connected areas.xvii
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As is the case with planning, high speed rail can facilitate change, but on its own it is insufficient to
address spatial imbalance of metropolitan and regional areas. Increased connectivity (both physical
and digital) facilitates further metropolitan growth as well as regional growth and can have negative
effects on regional economies if it is not well planned and supported with other policies.
International evidence demonstrates that supporting investments are needed to ensure the benefits
don’t accrue disproportionately to the larger centre as a result of economies of scale and
agglomeration effects. xviii
Two examples that emphasise this are the United Kingdom (UK) and France.
In the case of high speed rail in the UK, research suggests that increased connectivity between London
and the northern parts of the country could deepen regional inequality rather than reduce it, with
benefits (in terms of population and employment growth) likely to disproportionality flow to London.xix
In France, more effective associated investments such as encouraging growth centres around transport
hubs have facilitated a much better balance of benefits. This emphasised that both ‘transport
accessibility (hubs and transport networks) and non-transport initiatives (education, housing and physical
transformation) prove to be essential’.xx
Overall, infrastructure investment decisions including the development of high speed rail, will be
fundamental to shifting our settlement patterns towards a better outcome for outer cities and regions.
Infrastructure investments are needed beyond connecting transport, of course, with utilities an essential
foundation. Employment lands and business investments are also critical in ensuring that jobs are
located close to the expanded populations. Jobs are one important factor in population location, but
equally important are other factors of liveability including health services, education services and social
services. The scale of investment in this associated soft and hard infrastructure, needed to support the
significant redistribution of populations in the scenarios, is substantially more than has been seen in the
recent past.

IMMIGRATION POLICY
Immigration policy is also crucial for shaping settlement patterns, as it includes the decisions on how
many people come to Australia from overseas to settle, as well as the specific opportunities they seek
to take up within the nation.
Since the mid-1990s, Australian immigration policy has sought to influence where people settle. A suite
of immigration schemes have tried to leverage immigration with the explicit aim of spurring growth in
regional areas and meeting labour and skill needs. This has had significant impact on where newly
arrived immigrants settled, although there is considerable variation between states and territories.xxi
However, despite these gains this effort is yet to achieve the shift required to meet many regional
workforce needs.
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The skilled migration program is ‘focused on selecting highly skilled people to deliver a more
responsive and targeted migration program, particularly in the areas of the Australian economy still
experiencing skills shortages’.xxii A proportion of humanitarian migrants are also settled in regional
cities and there are groups settled in metropolitan areas that have a desire to settle in rural areas.
The RAI has documented substantial workforce shortages that could be better matched to migration
policiesxxiii as well as locally-led migration strategies that can help to match new migrants to regional
areas and assist them to settle in the community.xxiv
Employment and housing are two critical underpinnings for improving migration and settlement
outcomes, so there are strong connections between the desire for increased international migration to
regional centres, and the needs they have for associated socio-economic infrastructure. Resident
attraction is also potentially influenced by promotion of liveability initiatives such as marketing
campaigns and associated communications designed to appeal to particular cohorts, like early career
workers and regional returners, as well as international migrants. All of these elements are documented
in the RAI’s regional migration toolkit – Steps to Settlement Success, which is available on the RAI’s
website.
Investment in an effective network of locally-led migration strategies, designated area migration
agreements, and policies to assist humanitarian migrants in the city to move to rural areas can
effectively rebalance migration and contribute to more optimal settlement patterns in the future. Over
time, this shift will have an increasing impact as other migrants settle in those communities.
Again, migration policy change must work alongside the planning and infrastructure levers. By shifting
future migration from cities to regions, the economic and social costs of substantial cuts to migration
levels can be avoided.

REGIONAL POPULATION GROWTH – ARE WE READY?

34 / 41

CONCLUSION
This research has not sought to provide a template for re-engineering Australia’s future settlement
patterns or define population growth targets.
Instead it seeks, through better evidence, to ensure that distributing growth to regional areas achieves
its proper place in the policy debate and that government agencies invest the time and effort required
to make good decisions on these opportunities.
The results challenge us to recast the discussion. The outer suburbs and nearby regions are not
dormitory suburbs for our inner cities but growing economies in their own right. Despite the primacy of
inner cities in many public debates, it is clear that most of our population growth and most of our
economic growth will occur in outer suburbs and nearby regions. How we shape and balance growth in
both these areas will determine much of our future success.
The modelling also raises important discussions about our future liveability. It is unlikely that the already
significant pressure points of high house price costs and lengthening commutes in our major cities can be
managed without substantial changes to our current settlement patterns.
If we want a less congested future alongside substantial population growth, then limiting further sprawl
in our outer cities and freeing up land supply in regional cities to build a connected network of medium
sized cities is the best pathway for Australia to pursue. Corresponding proactive investment in human
capital in regions can assure that we maintain growth in incomes, creating a win-win scenario for
Australia.
This can be achieved in parallel with sustaining the growth of our high productivity inner cities. It will
also help to sustain strong levels of migration to Australia with broader public support.
Achieving the optimal balance of population growth in outer suburbs and in regional areas in the future
will require several policy areas to work in concert.
It is time for a proper exploration of the opportunities for better connecting nearby regions to our major
cities and facilitating substantial population growth, so that regional Australia can play a prominent role
in our National Population Plan. This should be an urgent priority for the Commonwealth, and state and
territory governments, and their specialist planning and infrastructure agencies.
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The development of a distributed settlement strategy for each major city and surrounding regional
areas encompassing these elements is recommended:
1.

The establishment of a national awareness campaign to promote regional population
opportunities.
 The narrative shift for regional Australia has long been an issue, and collective action to
increase awareness and education regarding the opportunities available in the regions is
necessary. A joint national campaign utilising key stakeholders from government, industry and
the community sector would ensure the greatest opportunity for societal shift and better
outcomes for regional Australia.

2.

The development of regional settlement strategies for each major city and surrounding regions.
 State Governments to model new high growth scenarios for regional cities to find the best
development pathway, with communities to be engaged on the trade-offs and benefits of
faster growth;
 Development and analysis of the range of infrastructure investment options available to better
connect each regional city to its nearby metropolitan centre in the coming decades;
 A substantial study into location decision making by individuals, families and firms to
understand what drives people to live in different areas, and the groups within the population
who have ambitions or are open to living in small cities connected to larger metro areas; and
 Detailed examination of planning, taxation, and economic development policy options that can
be put in place by governments alongside infrastructure investment to moderate growth in
outer suburban areas while enabling increased regional growth.

3.

The elevation of migration strategies for regional Australia.
 Education and awareness programs for regional communities to help them understand their
workforce challenges, job vacancies and the benefits of locally-led migration strategies;
 Establishment and support for a national network that connects all stakeholders of regional
migration, from migrants through to regional employers, to help simplify the process of
resettlement.
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APPENDIX A
Sydney
Table A.1 Projected population growth for included regional centres and for Greater Sydney based on
NSW and ACT government projections
Metropolitan region

Distance from
Sydney

Population
CAGR

34 LGAs as defined
by NSW government

-

Wollongong

Wollongong

Shoalhaven

Greater Sydney

Greater Newcastle

Canberra
Port Macquarie
Tamworth
Wagga Wagga

LGA(s)

Population projections
2016

2056

1.6%

4,681,800

9,257,587

82 km

0.8%

211,750

284,562

Shoalhaven

160 km

0.5%

99,600

121,863

Newcastle; Lake
Macquarie; Cessnock;
Maitland; and Port
Stephens

162 km

1.0%

575,800

846,180

ACT

280 km

1.3%

405,447

652,053

Port MacquarieHastings
Tamworth Regional

390 km

0.9%

79,650

113,830

404 km

0.8%

61,400

83,308

Wagga Wagga

461 km

0.9%

65,850

93,901

Melbourne
Table A.2 Projected population growth for included regional centres and for Greater Melbourne based on
Victoria and NSW government projections
Metropolitan
region

Distance from
Melbourne

Population
CAGR

-

Geelong

31 LGAs as defined by
Victoria government
Greater Geelong (C)

Ballarat
Bendigo

Greater Melbourne

Latrobe City
SheppartonMooroopna
Warrnambool
Albury-Wodonga

LGA(s)

Population projections
2016

2056

2.0%

4,558,692

10,171,840

75 km

1.6%

233,349

440,491

Ballarat (C)

116 km

1.9%

103,249

215,528

Greater Bendigo (C)

150 km

1.8%

110,446

223,805

Latrobe (C)

157 km

0.5%

73,646

91,577

Greater Shepparton
(C)
Warrnambool (C)

191 km

0.9%

63,828

91,884

257 km

0.9%

33,948

47,854

Albury; Wodonga

316 km

1.3%

91,458

152,256
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Brisbane
Table A.3 Projected population growth for included regional centres and for Greater Brisbane based on
Queensland and NSW government projections
Metropolitan
region

LGA(s)

Distance
from
Brisbane
-

Population
CAGR

Population projections
2016

2056

1.9%

2,334,683

4,915,953

80 km

2.0%

657,101

1,456,443

Sunshine Coast

105 km

2.2%

293,691

690,925

Toowoomba

127 km

1.1%

165,168

255,817

Lismore; Ballina

186 km

0.5%

88,300

108,938

Fraser Coast

Fraser Coast

250 km

1.3%

103,733

174,851

Rockhampton

Rockhampton

615 km

1.0%

85,701

129,890

Mackay

970 km

1.6%

126,370

234,087

Townsville

1335 km

1.9%

199,358

420,801

Cairns

1800 km

1.7%

163,469

315,897

Greater Brisbane
Gold Coast Tweed Heads
Sunshine Coast
Toowoomba
Lismore - Ballina

Mackay
Townsville
Cairns

Brisbane; Ipswich; Logan,
Moreton Bay; Redland;
Scenic Rim; Somerset
Gold Coast; Tweed Shire

Perth
Table A.4 Projected population growth for included regional centres and for Greater Perth based on
WA government projections
Metropolitan
region

LGA(s)

Distance
from Perth
centre

Population
CAGR

Population projections
2016

2056

Greater Perth

29 of the 30 LGAs
included by the Planning
and Development Act
2005 (excluding
Serpentine-Jarrahdale)

-

1.8%

1,962,420

4,020,220

Peel Region

Mandurah; Boddington;
Murray; SerpentineJarrahdale; Waroona
Northam; Toodyay; York

72 km

3.0%

141,640

454,476

100 km

1.2%

20,360

32,477

Bunbury; Capel;
Dardanup; Harvey
Busselton

175 km

1.5%

94,430

172,696

220 km

2.2%

35,510

68,463

Albany

418 km

1.1%

37,310

51,667

Greater Geraldton

Greater Geraldton

424 km

1.5%

41,430

64,831

Kalgoorlie-Boulder

Kalgoorlie-Boulder

595 km

0.9%

34,650

44,569

Northam-ToodyayYork
Greater Bunbury
Busselton
Albany
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APPENDIX B
Summary of modelling results
2016
Outer Greater Sydney
Incomes ($)
House prices ($)
Commute distance (km)
Included Regional Cities
Incomes ($)
House prices ($)
Commute distance (km)
Outer Greater Melbourne
Incomes ($)
House prices ($)

Business as usual growth
% change
Values
from 2016

Highly dispersed growth
% change
Values from 2016

80808
1006105
16.6

82065
1059292
26.5

1.6%
5.3%
59.6%

81224
1020674
19.1

1.4%
15.1%

71281
500967

72719
512064

2.0%
2.2%

72557
528758

1.8%
5.5%

16.8

16.8

0.0%

17.9

6.5%

75067
776276

76459
834699

1.9%
7.5%

76054
813909

1.3%

0.5%

Commute distance (km)
Included Regional Cities
Incomes ($)
House prices ($)
Commute distance (km)

17.2

28.1

63.4%

23.9

4.8%
39.0%

59396
344365
15.9

60694
359171
15.9

2.2%
4.3%
0.0%

62131
378723
16

4.6%
10.0%

Outer Greater Brisbane
Incomes ($)
House prices ($)

69799
415142

71551
453527

2.5%
9.2%

70048
419536

19.4

23.8

22.7%

19.8

0.4%
1.1%
2.1%

68912
468171

70720
494716

2.6%
5.7%

71075
499614

Commute distance (km)

16.9

17.6

4.1%

17.9

Outer Greater Perth
Incomes ($)
House prices ($)
Commute distance (km)

76727
524895
17

78158
558632
21.2

1.9%
6.4%
24.7%

77548
542368
18.9

3.3%
11.2%

68723
378319
18.8

68855
395850
19.5

0.2%
4.6%
3.7%

71433
406986
18.1

3.9%
7.6%
-3.7%

Commute distance (km)
Included Regional Cities
Incomes ($)
House prices ($)

0.6%

3.1%
6.7%
5.9%

1.1%

Included Regional Cities
Incomes ($)
House prices ($)
Commute distance (km)
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