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Introduction 

The Covid-19 pandemic has highlighted the critical role housing plays in the health 
and safety of cities and their resilience to crisis events. But in the wake of the 
pandemic, many Australian cities and regions face consistent and worsening housing 
affordability. There is an opportunity to better utilise land use planning systems to 
engage the private sector in the provision of new affordable housing. But mandatory 
contribution requirements enacted, for example, through inclusionary zoning, have 
faced significant opposition, not only from the development industry, but from 
governments concerned about the impacts of planning regulation on overall housing 
production. Planning-based incentives constitute an alternative approach, offering a 
‘carrot’ to the development industry (Warren-Myers 2019). But there is limited 
evidence of how incentive-based policies, such as density bonuses, actually perform 
in practice, particularly in the Australian context. 
 
In this paper, we examine evidence of the outcomes of a NSW planning policy (the 
State Environmental Planning Policy (Affordable Rental Housing)) that provides a 
state-wide density bonus for infill, multi-unit housing projects that dedicate at least 
20% of gross floor area for affordable rental housing. Implemented in 2009, affordable 
housing generated through the policy is required to remain affordable to eligible 
households for a minimum period of 10 years. In the absence of any formal data 
collection or reporting on the policy, we developed a unique, primary dataset capturing 
the characteristics of significant development proposals that have sought to utilise the 
density bonus provisions between 2009 and 2021. Through statistical analysis and 
spatial mapping of the primary data, we explore the types of developers that are taking 
up the incentive and the characteristics and locations of their projects, considering 
implications for affordable housing supply.  
 
Planning Incentives as an Affordable Housing Supply Tool in Theory and 
Practice 

Part of the family of inclusionary planning mechanisms (Calavita and Mallach 2010), 
planning incentives are a supply side policy tool embedded in the planning system. 
They provide a legal basis to trade additional development rights and or allow 
exceptions to prevailing development standards in exchange for the provision of 
affordable housing. The market logic underlying this approach is that the increase in 
revenue potential made possible through incentives will not only offset the cost of 
affordable housing inclusion, but foster voluntary participation by the housing industry 
(Warren-Myers 2019). Evidence from the US, however, suggests that incentive 
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mechanisms, including density bonuses, have had limited effect in terms of generating 
new affordable housing supply (Hamilton 2021, Zhu et al. 2020) and that incentives 
have not been taken up in higher value areas (Ryan and Enderle 2012). But the unique 
nature of policy design makes wider extrapolation difficult. 
 
Evidence of the Outcomes of the Density Bonus for Affordable Housing in NSW 

Our analysis reveals that the volume of developers utilising NSW’s density bonus has 
generally followed the market (ABS 2021), with a steady rise in per annum proposal 
from 2013/14, peaking at 21 proposals in 2018/19. While small scale private sector 
developers make up the majority of applicants (56%), a quarter of organisations that 
have used the provisions are not-for-profit, including community housing providers. 
The remainder have been public entities and their partners redeveloping existing 
social housing (20%). Partially explained by the zoning, minimum lot size and 
accessibility criteria in the policy, the majority of proposals are on sites in ‘middle’ ring 
suburbs of Sydney which are undergoing densification. Projects by not-for-profit 
housing providers tend to be located further to the west in Sydney where land costs 
are generally lower, reflecting lower urban amenity and access to jobs.  
 
Overall, over 2,500 affordable rental dwellings were approved across the 97 
development applications analysed. While this number is significant given the very 
small pipeline of affordable housing in NSW, those dwellings account for less than 
0.01% of total dwelling approvals in multi-unit residential projects from 2009/10 to 
2020/21 (NSW Department of Planning, Infrastructure and Environment 2021). This 
suggests that only a very small proportion of developers have sought to utilise the 
incentive. Of the approx. 2,500 affordable dwellings approved, over 900 are in private 
sector led-developments, providing only a temporary (10-year) source of affordable 
housing supply. 
 
Conclusions 

Our findings reveal that even under strong housing market conditions, take up of 
density bonus provisions by the private development sector has been moderate and 
generally geographically confined. There is nevertheless evidence that the policy may 
be supporting new business models and niches amongst some small-scale 
developers, as well as contributing to the layers of subsidy required by not-for-profit 
housing providers to deliver long-term affordable housing. But the approach has not 
helped to address the challenge of delivering affordable housing in high value, amenity 
rich locations. Echoing international research, our findings point to the limitations of 
relying on real estate led development and voluntary participation to address declining 
affordability and spatial inequality. It suggests that density bonuses might best be 
considered as part of a portfolio of policy levers and funding mechanisms to support 
the scaling up of affordable housing delivery.    
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