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INTRODUCTION 

In preparation for the 2020 Infrastructure Strategy, Infrastructure Victoria (IV) 
is building a rich body of economic, social and environmental (ESE) evidence to 
understand the relative strengths and challenges of each of the six 
metropolitan regions defined in Plan Melbourne. 

This evidence, combined with work already undertaken to profile regional 
Victoria, will help to identify locations where infrastructure may be required to 
address challenges or build on strengths, and to underpin investment 
priorities. 

SGS has prepared eight reports that provide an in-depth understanding of the 
ESE characteristics of metropolitan Melbourne:  

• six regional ESE profiles that identify the strengths and challenges of 
Melbourne’s regions 

• this inter-regional report, which examines the ESE attributes, competitive 
strengths and challenges across regions  

• a metropolitan Functional Economic Region (FER) report, which helps 
understand the many economic locations around Melbourne, the people 
who contribute their human capital and the flows of people, goods and 
services throughout the economy. 

 

 

Five themes 
The six regional ESE profiles are the foundation of this report. The profiles 
detail regional performance against indicators that align with IV’s 2016 30-
year strategy objectives. The profiles will inform future infrastructure 
recommendations. The full list of indicators is provided in the Indicators 
Appendix. 

In assessing indicators across regions, SGS identified common and core issues 
experienced across metropolitan Melbourne. These are captured under five 
key themes that form the basis of this report: 

1. Melbourne’s evolving economic geography  
2. Housing diversity and affordability  
3. Access and options 
4. Inequality and disadvantage  
5. Environmental vulnerability. 

These themes provide location-specific insights into the structure and function 
of metropolitan Melbourne. They uncover attributes to be protected, 
maintained and utilised; competitive strengths to be leveraged; and challenges 
to be addressed. Ultimately, each theme has implications that will inform the 
2020 Infrastructure Strategy and future recommendations.  

 

  

FER Report Inter-regional ESE Report 

Inner 
ESE 

Report 

West 

ESE 

Report 

North 

ESE 

Report 

East ESE 

Report 

South 

ESE 

Report 

Inner SE 

ESE 

Report 

INFRASTRUCTURE VICTORIA 2016 30-YEAR STRATEGY OBJECTIVES 

1. Prepare for population change 
2. Foster healthy, safe and inclusive communities 
3. Reduce disadvantage 
4. Enable workforce participation 
5. Lift productivity 
6. Drive Victoria’s changing globally integrated economy 
7. Promote sustainable production and consumption 
8. Protect and enhance natural environments 
9. Advance climate change mitigation and adaption 

10. Build resilience to shocks 

•  
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Analysing a mix of geographic areas 
Urban areas contain a mix of residential, economic, industrial, recreation, 
education, health and other spaces. The distribution of activity within these 
spaces, and the way people move within and between them, contributes to 
the demand for various types of infrastructure.  

Different geographical boundaries allow analysis of issues across different 
spaces. These provide a more nuanced understanding of metropolitan 

Melbourne and are shown in Figure 1 and Table 1.  

FIGURE 1: REPORTING GEOGRAPHIES FOR MELBOURNE 

 

Source: SGS Economics and Planning 

TABLE 1: SUMMARY OF REPORTING GEOGRAPHIES 

Geography Definition 

Plan Melbourne 
regions  

▪ Defined in Plan Melbourne, these regions were the basis of the six 
regional ESE reports. They are the default geography to define 
metropolitan Melbourne and analyse inter-regional data.  

Greater 
Melbourne 

▪ Defined by the ABS Greater Capital City Statistical Area (GCCSA) 
classification, it is slightly different to the boundary of Melbourne 
defined by Plan Melbourne.  

▪ This boundary is only used when data for the Plan Melbourne regions is 
not available, which is identified throughout the report in the relevant 
tables and charts wherever ‘Greater Melbourne’ is used in the title of 
the chart and/or additional notes are provided.  

Location typology 
 
 

▪ Location typology is a custom geography defined by SGS to distinguish 
between areas with different built form, with inner areas being more 
built up than outer areas of metropolitan Melbourne.  

▪ Inner Melbourne: This is combination of tram network coverage and 
eight-kilometre radius from the CBD. It does not include full extent of 
86 tram to Bundoora and extends further out to west where the tram 
network is limited. 

▪ Middle Melbourne: Areas within the Western Ring Road and other 
areas between Inner and Outer Melbourne. 

▪ Outer Melbourne: Established outer suburbs within the urban growth 
boundary (UGB). 

▪ Melbourne New Growth Areas: Areas covered by Precinct Structure 
Plans (PSPs). 

▪ Melbourne’s Rural Areas: Areas outside the UGB. 

Local government 
areas (LGAs) 

▪ Boundaries of local government areas defined by the Victorian 
Government. 

Economic 
locations 

▪ Economic locations are dense employment clusters defined by SGS as 
locations with a minimum of 5,000 jobs within a one-kilometre radius. 
They range from the Melbourne CBD to smaller localised activity 
centres. Full details of the method used to define these is provided in 
the Data Appendix. 

Planning 
locations 

▪ Planning locations are places identified in Plan Melbourne, including 
national employment and innovation clusters (NEICs), State significant 
industrial precincts (SSIPs), metropolitan activity centres (MACs) and 
major activity centres. 

ABS Statistical 
Area Level 2 
(SA2) 

▪ Defined in the ABS Australian Statistical Geography Standard (ASGS), 
SA2s are small areas that represent a community that interacts socially 
and economically.  

▪ Normally around 10,000 people live in an SA2 but they range from 
3,000 to 25,000 people. 
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THE MELBOURNE CONTEXT 

Economic context 
Melbourne’s thriving metropolitan economy is growing in national 
importance. The city’s prosperity reflects the transition over the past 25 years 
from an economy reliant on a declining manufacturing sector to a diversified 

economy. 

Melbourne’s economic geography reflects this structural transition, with the 
central city representing the economic heart of metropolitan Melbourne. 
Positioned at the confluence of the city’s public and private transport 
networks and adjacent to the gateway of Port of Melbourne, the central city 
represents the greatest concentration of employment, including the largest 
concentration of employment in knowledge-intensive industries. Planned 
investments in existing urban renewal areas, such as Fishermans Bend and 
Arden adjacent the central city, will increase employment in this area. 

Melbourne’s economy contributed 13 per cent to the national economy in the 
1990s; it contributes nearly 30 per cent today. This is forecast to continue to 
grow. The city has transitioned from heavy manufacturing to a more 
diversified economy with a growing knowledge-intensive sector and many 
highly skilled workers. This diversity means the economy is more resilient to 
shocks than the 1980s and 1990s when it was more dependent on the 
manufacturing industry.  

The distribution of economic activity is uneven outside the central city. 
Employment is focused in national employment and innovation clusters 
(NEICs), metropolitan activity centres (MACs), major activity centres, State 
significant employment precincts (SSIPs) and health and education clusters.  

Melbourne’s green wedges and rural areas, while areas of relatively few jobs, 
support a non-urban land uses and activities, including productive agricultural 
land, natural resource extraction, tourism, airports, sewerage plants, and 
water and resource recovery operations. 

The city’s transport gateways and associated road and rail networks link 
businesses and provide access to local, national and international markets. 
Major transport projects such as the Western Ring Road, City Link and EastLink 
have improved connectivity. The completion of Melbourne Metro and the 
West Gate Tunnel will create new economic opportunities. The urban 
structure and transport network will influence the future economic 

opportunities available to people across the city.  

FIGURE 2: ECONOMIC ATTRIBUTES OF METROPOLITAN MELBOURNE 

 

Source: SGS Economics and Planning (2018) 
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Social context 
Over the past two decades, metropolitan Melbourne has experienced rapid 
population growth and demographic change. Many new residents have come 
to Melbourne from interstate and overseas, attracted by the city’s liveability 
and its diverse educational and employment opportunities. These new 
residents contribute to a vibrant and increasingly diverse population.  

Much of this growth has been accommodated in high density central city areas 
and on the urban fringe in New Growth Areas 

Major activity centres in the central city and some areas close to public 
transport have and will continue to absorb higher density growth. 
Melbourne’s established neighbourhoods – which each have their own distinct 
characteristics and unique demographic composition – are also under 
pressure to accommodate new residents.  Strong population growth and 
demand for more accessible housing also places pressure on employment land 
to be used for residential development. This could impact services and 
employment in activity centres and the localised urban services provided in 

industrial land pockets in these areas. 

This rapid population growth has presented challenges in maintaining 
adequate access to services and community facilities and providing diverse 
and affordable housing options across the metropolitan area. As with jobs, 
higher-order and specialist health and education services are concentrated in 
established inner areas and in key locations towards the outer reaches of the 
city (see Figure 3).  

Central city areas are increasingly unaffordable with the greatest increase in 
house prices in the last 15 years occurring in areas within 20 km of the CBD. 

Sustained growth continues to absorb capacity in Melbourne’s public and 
private transport networks, which provide access to education, employment 
and services. The Melbourne Metro project is under construction and will add 
capacity to the public transport network, while the level crossing removal 
project and West Gate Tunnel will ease congestion and improve connectivity. 

FIGURE 3: SOCIAL ATTRIBUTES OF METROPOLITAN MELBOURNE 

 

Source: SGS Economics and Planning (2018) 
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Environmental context 
Metropolitan Melbourne is a city of diverse environments and great variety in 
natural resources, from the Port Phillip Bay coastline, the hills to the north and 
east, grassy plains to the west and dry open forests and woodlands to the 
north and east. In the outer metropolitan areas, tree canopy cover is high in 
the east and the north, a result of the city’s natural endowments. In inner 
areas, the level of tree canopy cover is high in the east. 

Several major waterways associated with four drainage basins transect the 
metropolitan area, including the Werribee, Maribyrnong, Yarra and Bunyip 
rivers. The three water providers in metropolitan Melbourne - South East 
Water, Western Water and Yarra Valley Water - connect residents to 
reservoirs such as the Thomson Reservoir and the Upper Yarra Reservoir. 
Ramsar-listed wetlands to the west and the east also perform environmental 
functions such as water purification. 

These features, some of which are protected, support flora and fauna and are 
valued by residents and visitors to Melbourne for cultural, recreational, 
spiritual, health and wellbeing reasons. A healthy environment that provides 

ecosystem services and amenity also influences economic prosperity. 

Parks, gardens and open spaces are spread across metropolitan Melbourne 
and are accessible to most residents within the UGB. Bay beaches include 
Brighton Beach, St Kilda Beach, Mordialloc Beach and the beaches on the 
Mornington Peninsula. 

Positioned outside the UGB, rural land provides fresh food to the city’s 
residents and can provide other ecosystem services such as flood regulation. 
Green wedge areas are common in outer areas of Melbourne and protect 
rural uses, while providing environmental functions and biodiversity values, 
such as those provided by the grasslands to the east and to the north.  

FIGURE 4: ENVIRONMENTAL ATTRIBUTES OF METROPOLITAN MELBOURNE 

 

Source: SGS Economics and Planning (2018) 



 

 

Economic, Social and Environmental Profile: Metropolitan Inter-regional Report 6 

 

ATTRIBUTES, STRENGTHS AND CHALLENGES  

From themes to conclusions 
To inform the 30-year strategy update, this report has explored the inter-regional variation within metropolitan Melbourne across economic, social and 
environmental indicators and five themes that affect each metropolitan region.  

These themes provide location-specific insights into the structure and function of metropolitan Melbourne. In drawing conclusions from the analysis, the insights 

have been categorised as: 

▪ attributes to protect, maintain and utilise 
▪ strengths to support and enhance 
▪ challenges to manage and address. 

Given Melbourne’s radial nature, which influences where people live and work, the attributes, strengths and challenges are primarily analysed across location 
typology, with differences across Plan Melbourne regions highlighted where relevant. The following codes identify the location typology and Plan Melbourne region 
that each attribute, strength and challenge is linked to. 

I Inner I Inner 
M Middle ISE Inner South East 
O Outer W West 
GA Growth Area N North 
RA Rural Areas E East 
  S South 

 

Infrastructure implications 
Infrastructure, policy and land use planning help to protect, maintain and utilise attributes; support and enhance competitive strengths; and address challenges 

across the regions of metropolitan Melbourne.  

The tables below identify infrastructure implications that follow from the identified attributes, strengths and challenges. These implications are intended for 
consideration in IV’s 30-year infrastructure strategy and future recommendations to the Victorian Government. 
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Attributes to protect, maintain and utilise 
Attributes can be physical (built) or natural elements that have helped to shape the different suburbs and areas of Melbourne. They should be protected, maintained 

or utilised. A region’s attributes contribute to both its strengths and challenges. This report categorises attributes as either economic or environmental. 

 

Attribute  Location Region  Description  Indicative infrastructure implications  

Melbourne has a well-established 
transport network  

I|O I|SE|N|W Major freight hubs and trade gateways move goods around Melbourne 
and provide access to regional, interstate and international market. 

Leverage freight infrastructure to support key industries and reduce 
the costs of the movement of goods  
Ensure freight infrastructure is fit for purpose1  

All All The road, tram and rail network that makes up the city’s public and 
private transport infrastructure and moves people and businesses 
around metropolitan Melbourne. 

Leverage transport network to support increased accessibility to jobs 
and services and potentially facilitate land use change 
Ensure transport infrastructure is  fit for purpose 

Melbourne has areas of high 
environmental value  

- W Flat and grassy areas of high biodiversity value to the west  Protect and leverage important  high value environmental assets  
while managing population growth and economic activity 

- E Hilly and leafy areas to the east leading to a high level of tree canopy 
cover relative to other regions. 

Leverage and protect high value environmental assets   for multiple 
benefits 

All All A relatively even spatial distribution of green space within the UGB, 
excluding New Growth Areas.  

Ensure green infrastructure  is fit for purpose to meet the needs of 
growing populations 

All All Protected areas for a diverse range of terrestrial and marine assets and 
diverse fauna and flora. 

Leverage and protect green & blue infrastructure 

- I|E|N|W Four river basins: the Werribee, Maribyrnong, Yarra and Bunyip rivers. Leverage infrastructure to protect and enhance river basin health for 
multiple benefits 

- W|S Ramsar-listed wet, low-lying coastal areas to the west and the south. Protect this important green and blue infrastructure   

O|GA W|N|S Tracts of rural land forming a part of metropolitan Melbourne outside 
the UGB 

Protect this important green infrastructure not green 

 

 

 

  

                                                             
1 Infrastructure needs to remain fit for purpose over the short, medium and long term. When we refer to being “fit for purpose”  we mean that infrastructure can adapt to increase or decrease in demand as well as  
changes in climate conditions, technology and  demographic needs. This will require ongoing renewal of existing infrastructure and that new infrastructure is planned and designed to be resilient to enable adaption to 
these changes over time 
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Strengths to support and enhance 
Strengths include economic, social and environmental strengths that can be potentially leveraged or enhanced through infrastructure. Consolidating and enhancing 

strengths across metropolitan Melbourne will contribute to future prosperity. 

 

Strengths  Location Region  Description  Indicative infrastructure implications  

Melbourne has experienced strong 
employment growth across a range 
of sectors. Some activity centres 
suburbs, precincts and 
employment areas have 
experienced more growth than 
others.   

I I As a result of structural economic change and strong growth in the services 
sectors, Inner Melbourne now accommodates nearly 40 per cent of 
Melbourne’s jobs.  
Many of these are in highly productive sectors, specialising in knowledge-
intensive and higher-order health, education and services activities.  
These activities and businesses derive benefit from being located in the central 
city, and in many cases would locate in other cities, rather than alternative 
metropolitan locations, if central Melbourne could not accommodate them. 
The benefits to businesses of central city locations include having access to: a 
broad and deep labour pool (as a result of the radial transport network), other 
businesses and the knowledge transfer, innovation and productivity gains that 
come from dense, vibrant and high amenity locations. The supply of large 
central city renewal precincts has been key to enabling this demand to be 
realised, providing relatively affordable spaces.  
This economic activity is important to the metropolitan and state economy. 
There is still capacity for further central city renewal. 

Ensure current and future infrastructure in inner 
Melbourne and renewal precincts is fit for purpose 
to enable continued growth, including ensuring 
urban renewal precincts have access to the public 
and active transport network. 

M|O I|ISE|E|N|S Melbourne’s economic locations accommodate significant and dense clusters 
of jobs, and approximately 60 per cent of metropolitan jobs. These locations 
reflect the diversity of the economy. Many are well connected to public 
transport and provide good access to more productive employment and 
higher-order services for people living in outer areas. 
 

Investigate if transport infrastructure is a barrier to 
accessing these locations for businesses, and the 
workforce.   
Ensure other current and additional infrastructure 
(utilities, social etc) in these economic locations is fit 
for purpose 

M|O I|ISE|E|N|S Monash NEIC is the largest employment cluster outside the CBD. Monash, 
Parkville, Dandenong, La Trobe and Fishermans Bend NEICs are already well 
established and provide between 29,000 and 87,000 jobs each. The remaining 
NEICs will help to grow knowledge-intensive jobs as they develop. 
 

Investigate if transport infrastructure is a barrier to 
accessing these locations for businesses, and the 
workforce.  
Ensure other current and additional infrastructure 
(utilities, social etc) is fit for purpose 

All All Manufacturing is Melbourne’s third largest industry by output and a large 
generator of exports and jobs with strong linkages to the broader economy.  

Leverage freight infrastructure that supports the 
supply chain of manufacturing and related industries 

O N|S|W The Northern, Southern and Western SSIPs have between 36,000 and 75,000 
jobs each, and are growing. These locations provide land for major industrial 

Investigate if infrastructure is a barrier to further 
development and economic activity in the SSIPs  
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Strengths  Location Region  Description  Indicative infrastructure implications  

development with connections to the freight networks, transport gateways 
and skilled labour. 

 

I|M All Industrial employment increased in Inner Melbourne and remained stable in 
Middle Melbourne between 2009 and 2017. This reflected the transition of 
some industrial activities to more knowledge intensive operations, leveraging 
Melbourne’s competitive strengths.  
Many small pockets of industrial land support creative industries, urban 
makers, and emerging, innovative and advanced manufacturing firms. 

Ensure infrastructure is fit for purpose to support 
these evolving industries.  
To avoid potential future demand for additional 
infrastructure, protect these industrial areas from 
encroachment.  

I|O|GA W|N|S Forty per cent of Melbourne’s jobs are outside major economic locations and 
provide goods, services and jobs to local populations. This has driven 
employment growth in both the Inner and Outer Melbourne suburbs where 
population growth has been strongest.  

Investigate implications for transport infrastructure 
to access the jobs dispersed in areas outside major 
employment locations 

Employers across Melbourne have 
good access to  a highly skilled 
workforce; this workforce extends 
from inner Melbourne  through to 
the peri-urban areas outside of 
Melbourne  

I|M I|ISE|E|S A large and highly skilled labour force within the inner and eastern areas of 
Melbourne means businesses can access a broad labour market of unique and 
specialised skills. 

Investigate if transport infrastructure is a barrier to 
connecting businesses with skilled labour 

O|GA N|W The population in Outer Melbourne and New Growth Areas and the north and 
west are becoming more educated and developing skills that align with the 
rapidly growing knowledge services sectors of the economy. 

Investigate if transport infrastructure is a barrier 
people accessing jobs which match their skill level, 
experience and aspirations. 

- - Metropolitan Melbourne’s labour market extends to include peri-urban areas 
such as Ballan and Gisborne where residents commute into central city 
employment locations. 

Leverage existing transport infrastructure which 
connects peri-urban areas to Melbourne while 
considering future implications (and trade-offs) for 
infrastructure provision within and adjacent to 
Melbourne’s’ growth corridors   

All All The radial public transport network provides relatively good access to the CBD 
and central city from all parts of the city. 
 
 

Leverage the existing public transport network.  
Investigate if the existing transport network is fit for 
purpose, particularly in context of employment in 
and outside of economic locations.  

Melbourne has been experiencing 
consistently strong levels of 
population growth with some 
suburbs growing faster than others  

I I A large share of Melbourne’s population growth has been accommodated in 
Inner Melbourne urban renewal locations, enabled by a large supply of 
centrally located renewal precincts/sites. This has created an increased 
diversity of housing through medium and higher density apartment and 
townhouse developments close to employment, transport and services, as 
well as more affordable and student housing for some segments of the 
population. 

Manage the growth including ensuring existing 
infrastructure is fit for purpose, and investigate 
whether existing infrastructure is adequate to meet 
the needs of the growing and diverse resident and 
worker population in inner Melbourne. 

 

O/GA W|N|S A significant share of Melbourne’s population has also been accommodated in 
Outer Melbourne and New Growth Areas in the south, north and west. Large 

Investigate if existing infrastructure is adequate to 
meet the needs of the growing and diverse 
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Strengths  Location Region  Description  Indicative infrastructure implications  

areas of open, flat land within these regions have enabled Melbourne to 
continue to expand. There is significant land within the UGB to accommodate 
future population growth. These areas predominately provide detached 
dwellings. 

population. 

Identify whether infrastructure or land use planning 
is a barrier to providing more diverse housing in New 
Growth Areas  

Investigate whether development in Outer 
Melbourne and New Growth Areas is occurring in an 
orderly and sequenced way in response to 
infrastructure delivery 

M|O All Metropolitan activity centres (MACs) and Major activity centres 
accommodated 33,000 additional dwellings between 2006 and 2016 and 
experienced a faster rate of growth than the rest of Melbourne. This growth 
was mainly concentrated in Prahran, Brunswick, Port Melbourne, Fitzroy and 
Richmond (Major activity centres) and Box Hill and Footscray (MACs), which, 
combined, accommodated 15,000 dwellings. The remaining 18,000 were 
located across the other 120 centres. 

Identify if infrastructure is a barrier to 
accommodating dwelling growth in metropolitan 
and major activity centres.   

Investigate if current and additional infrastructure in 
these centres is fit for purpose to meet the needs of 
a growing and diversifying population in these 
centres. 

There are areas of Melbourne 
where residents are experiencing 
high levels of social and economic 
advantage. There are some areas 
of Melbourne that were previously 
considered as disadvantaged, but 
through social and economic 
change, now have access to 
greater choices and are 
experiencing improved outcomes 

I|M I|ISE Overall there are high incomes and high quality of life outcomes for most 
Melbourne residents and generally consistent access to health and community 
care services. There are higher levels of access to health and community 
services in Inner and Middle Melbourne, and, specifically, the Yarra, Port 
Phillip and Mornington Peninsula LGAs. 

Investigate if infrastructure in these areas is fit for 
purpose to meet the needs of the future population 
across the metropolitan area. 

I|M I|ISE Households in the Inner and Inner South East metropolitan regions tend to 
have higher incomes, higher skills and higher levels of wellbeing. On measures 
of wellbeing, every suburb in the Inner South East Metro Region has been in 
the top 40 per cent of suburbs since 1996, and most of those have been in the 
top 20 per cent. 
There are high levels of advantage in Inner Melbourne - Glen Iris, Ivanhoe and 
East Melbourne in the east and Brighton, Toorak and South Yarra in the south. 
The Inner and the Inner South East metro regions display low percentages of 
households in rental stress, largely a result of higher incomes. 

Investigate if infrastructure across Melbourne is fit 
for purpose to meet the needs of the future 
population.   

I|O|GA All Some areas that were previously disadvantaged have become less so. 
Previously industrial suburbs in Inner Melbourne, such as Brunswick, Coburg, 
Yarraville and Ascot Vale, are examples of where this has occurred. It has been 
driven by gentrification, generational renewal and young families moving in to 
areas which provide good access to the jobs, services and amenity of the 
central city.  

Investigate if infrastructure in these areas is fit for 
purpose to meet the needs of a growing and 
diversifying population 
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Strengths  Location Region  Description  Indicative infrastructure implications  

In areas of Outer Melbourne such as Lyndhurst, Cranbourne West, Wollert, 
Caroline Springs and Truganina, household incomes have increased, also 
leading to less disadvantage.  

Across Melbourne some areas have 
rich access to services and jobs  

I|M I|ISE The Inner and Inner South East Metro regions offer extensive public transport 
networks with frequent services. Inner Melbourne suburbs have the highest 
rates of public and active transport use for work commutes. 

Investigate if the existing transport network is fit for 
purpose 
Leverage the existing public transport network.  

I I|ISE Residents of Inner Melbourne generally have good access to public transport 
and a choice between modes. Most residents in Middle Melbourne do not 
have access to tram lines but can access train and bus services. 

Leverage this transport and other infrastructure. 
Ensure that it is fit for purpose  

M ISE|N|E In Middle Melbourne, workers who live in the Inner South East, Northern and 
Eastern metro regions have higher public transport commuting rates than 
other regions, due to relatively high levels of public transport access and the 
workforce skill alignment with central city employment. 

Leverage this transport and other infrastructure. 
Ensure that it is fit for purpose  

Across Melbourne some areas have 
better provision of green 
infrastructure than other areas.  

I|M I|ISE People can access a diverse range of open space inside the UGB.  
The Inner and Inner South East metro regions contain a well-developed 
network of high-quality open space and well used active transport corridors. 

Leverage this green infrastructure. Ensure that it is 
fit for purpose 

O|GA E|N|S The Eastern, Northern and Southern metro regions have good access to green 
open space. Outer Melbourne and New Growth Areas are being planned to 
provide sufficient open space as the population develops. 

Leverage and protect this green infrastructure and 
ensure that it is fit for purpose  

M|O ISE|E|N|S Areas with high levels of tree canopy cover in the city’s north and east help 
regulate heat and provide habitat and amenity benefits. 

Leverage and protect this green infrastructure and 
ensure that it is fit for purpose 

RA E|S Terrestrial and marine assets such as the western grasslands, Yarra Ranges and 
Point Nepean are well protected. 

Existing protection of this blue and green 
infrastructure should be maintained  

Melbourne has a number of 
important freight gateways and 
infrastructure  

I|M|O I|N|W Melbourne benefits from access to an international airport with 24-hour, 
curfew free, operation. The Inner, Northern and Western metro regions are 
closest to the airport. 

Maintain access to the Tullamarine airport for 
residents living in the south and east of Melbourne.  

I I The Port of Melbourne is Australia’s largest container port. 
 

Ensure freight connections to the port are fit for 
purpose 
Invest in infrastructure that optimises the Port of 
Melbourne’s capacity. 
In the longer term, plan for future port relocation to 
the proposed Bay West site near Werribee 
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Challenges to manage and address 
Challenges include economic, social and environmental challenges that can be potentially managed or addressed through infrastructure. Managing and addressing 
challenges will mitigate risks to future prosperity. 

Challenges  Location Region  Description  Indicative infrastructure implications  

Workers living in some suburbs 
have relatively poor access to job 
choices when compared with the 
rest of Melbourne.  

O|GA W|N In the Western and Northern Metro Regions, there are no large 
existing knowledge employment nodes and NEICs are still 
relatively underdeveloped.  

Investigate if infrastructure is a barrier to the provision of, or 
access to, more jobs choices for residents living in 
Melbourne’s west and north.  

O|GA N The extended linear nature of Northern Growth Corridor, and 
location of current and planned economic locations presents 
risks and challenges when planning for infrastructure, services 
and employment opportunities. 

Investigate if infrastructure is a barrier to the provision of, or 
access to, jobs choices and services for residents living in 
Melbourne’s north. 

O|GA W|N|S Residents in Outer Melbourne and New Growth Areas have less 
access to higher income, knowledge-intensive jobs, especially 
residents in the Western Metro Region. This contributes to 
lower labour force participation, higher unemployment and 
underutilisation of workers. Further, unemployment is higher 
for women than men in outer areas, while it is equal in other 
parts of the metropolitan Melbourne.  

Investigate if infrastructure is a barrier to the provision of, or 
access to:  

▪ more knowledge jobs for residents living in Melbourne’s 
west 

▪ more jobs to those who are underemployed  

▪ more jobs to those who are unemployed  

Public transport access to jobs 
outside the central city is more 
challenging depending on the 
suburb where people live.  

All All There are few public transport options for cross-regional travel 
with commutes to economic locations in Middle and Outer 
Melbourne overwhelmingly by car.  
 

Investigate the Economic, Social and Environmental 
outcomes that would occur from the introduction of 
improved or more public transport and active travel, to 
improve cross regional travel   

All All At least 70 per cent of commuters in Middle Melbourne and 80 
per cent of commuters in Outer Melbourne use a car to get to 
work. Private car travel is the most popular mode of transport 
to work in the Inner Metro Region despite the region’s public 
transport options and high frequency services. 

Investigate how to deliver better Economic, Social and 
Environmental outcomes from the introduction of improved 
or more public transport and active travel to reduce private 
car travel across Melbourne. 
 

M|O W|S Middle and Outer Melbourne have fewer public transport 
options and less frequent services, particularly the Western and 
Southern metro regions, where rates of public transport and 
active transport also decline with distance from the central city.  

Investigate the areas where there would be maximum 
Economic, Social and Environmental benefits from the 
introduction of improved or more public transport and active 
travel to reduce private car travel, particularly in the 
Southern and Western regions.  

Some areas have low levels of 
housing diversity or limited 
affordable housing options.  

All All While low density detached dwellings are the most common 
housing type in metropolitan Melbourne, house prices, 
changing preferences and changing demographics is increasing 
demand for greater housing diversity.  

Investigate if, how and where infrastructure can support 
greater housing diversity  
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Challenges  Location Region  Description  Indicative infrastructure implications  

I I A significant proportion of new housing development in the 
Inner Metro Region has been in the form of homogenous, large 
scale small apartments. Recent policy and demand drivers have 
only had a small impact on this trend. 

Investigate if infrastructure is a barrier to providing greater 
housing diversity in inner metro region, particularly in the 
central city.  

M ISE|E Metropolitan activity centres and major activity centres 
accommodated just six per cent of Melbourne’s new housing 
stock in 2016. Distribution of housing growth in these centres 
has been uneven. In Middle Melbourne LGAs such as Bayside, 
Glen Eira, Stonnington, Boroondara, Monash and Manningham 
there has been less medium density development than other 
Middle Melbourne LGAs. The share of total metropolitan 
housing in these regions has declined. 

Investigate if infrastructure is a barrier to supporting housing 
growth in these areas, and providing greater housing 
diversity  

O|GA W|N|S Although some medium density housing is provided in Outer 
Melbourne and New Growth Areas, most are detached 
dwellings, with a higher number of detached dwellings on small 
lots in the New Growth Areas. This presents challenges around 
diversity of housing type, future renewal opportunities and 
flexibility of these new suburbs in the future. 

Investigate if infrastructure is a barrier to providing current 
and future greater housing diversity 

All All The share of households in rental and mortgage stress in 
metropolitan Melbourne increased from 10 to 12 per cent 
between 2011 and 2016. At the same time the share of social 
housing, as a proportion of total dwellings, generally declined in 
each region 

Increase the supply of social and affordable housing across 
Melbourne  

There are some areas with 
relatively lower access to services 
and open space 

O|GA W|N|S Many Outer Melbourne LGAs have low access to community 
health services, with higher rates of child vulnerability in the 
Mitchell, Brimbank, Hume, Greater Dandenong and Casey LGAs 
and higher rates of homelessness in Greater Dandenong, 
Maribyrnong and Brimbank LGAs. 

Investigate if infrastructure is a barrier to residents living in 
these areas accessing the services they need  

All All Rapid population growth generates demand for both new 
infrastructure and services for New Growth Area suburbs and 
new/expanded services and infrastructure in rapidly growing 
inner and established areas 

Plan and deliver additional infrastructure in a timely way 
including leveraging existing infrastructure to make sure it is 
fit for purpose and can meet the needs of a growing and 
diversifying city 
 

I|M I|ISE Access to publicly owned open space per capita is lower in the 
Inner and Inner South East metro regions, which will have 
implications as the population increases due to infill 
development. 

Investigate if green infrastructure is fit for purpose to meet 
the needs of a growing population.   
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Challenges  Location Region  Description  Indicative infrastructure implications  

There are areas across Melbourne 
that experience entrenched 
disadvantage 

O W|N|S The most disadvantaged areas tend to be in the outer northern, 
outer western and outer south-eastern suburbs; for example, 
Broadmeadows, St Albans and Doveton, are all in the top-10 
most disadvantaged suburbs. Further, the extended linear 
nature of Northern Growth Corridor presents risks and 
challenges when planning for infrastructure, services and 
employment opportunities 

Investigate if infrastructure is a barrier for residents living in 
disadvantaged areas to access the services and jobs to 
improve their life outcomes 

I I|ISE 
 

Smaller pockets of disadvantage in otherwise wealthy Inner 
Melbourne areas are centred around social housing 
developments, such as in Richmond, Flemington, Port 
Melbourne and South Melbourne. There is also a degree of 
concentrated disadvantage in the CBD and high rates of 
homelessness in the Inner Metro Region. 

Investigate if infrastructure is a barrier for residents living in 
disadvantaged areas to access the services and jobs to 
improve their life outcomes 

Climate change poses a risk to 
people living in some areas and to 
environmental infrastructure and 
assets across Melbourne  

M|O W Flood risk and storm surges in the Western Metro Region, 
(especially residential areas in the City of Wyndham) the 
Southern Metro Region and the Inner Region, will need to be 
actively managed. 

Detailed and regularly updated flood/inundation mapping 
and strategic responses may be required to protect 
infrastructure  
Planning for future infrastructure in these areas will need to 
be cognisant of these challenges 

M|O W|S Sea level rise and storm surge could place environmental assets 
such as the Ramsar-listed wetlands in the Western and 
Southern metro regions at risk, while also threatening 
residential land close to the bay in Elwood, St Kilda and 
Patterson Lakes. 

Detailed and regularly updated flood/inundation mapping 
and strategic responses may be required to protect 
infrastructure  
Planning for future infrastructure in these areas will need to 
be cognisant of these challenges 

O|GA|RA N|E Bushfire risk is higher in the Dandenong Ranges, Yarra Ranges, 
Bunyip State Park and Kinglake National Park. This threatens 
residential areas as well as important ecosystem services such 
as water provisioning in the eastern catchment.  

Manage the water infrastructure risk associated with 
bushfire risk in this catchment  
Manage other infrastructure also at risk in these areas 

O S Fire hazards in the Shire of Mornington Peninsula must be 
planned for, particularly given the ageing population and 
forecast population growth. 

Dispersal of bushfire risk in tourist population areas may 
require a specific infrastructure response 

All I|ISE|N|W Areas with high heat vulnerability include Bentleigh in the Inner 
South East Metro Region, Doncaster East and Greensborough in 
the Northern Metro Region, Middle Park and Southbank in the 
Inner Metro Region, and Point Cook in the Western Metro 
Region 

Identify if infrastructure is a barrier, or an opportunity to 
managing heat vulnerability  
Identify how infrastructure planning and delivery can help 
mitigate this issue  

 All All Urban heat islands are most prominent in: the middle to outer 
Western and Northern metro regions, the inner part of the 

Increase the levels of green infrastructure in these regions 
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Challenges  Location Region  Description  Indicative infrastructure implications  

Eastern and Southern regions, and across the Inner South East 
and the Inner regions.  

Identify how infrastructure planning and delivery can help 
mitigate this issue 

Melbourne’s growth is placing 
pressure on high value 
environmental land  

- W The Western Metro Region’s inner and middle areas are still 
relatively underdeveloped, with many fragmented urban 
pockets interspersed with new and old industrial and 
agricultural land 

Manage the transition of Melbourne’s west including 
protecting important green infrastructure  
Plan for infrastructure to leverage strengths and spatial 
structure including the road network of Western Metro 
Region 

RA N|W|E|S Population pressures will affect rural land and green wedge 
areas, which must be recognised for their contribution to 
wellbeing, sustainability and economic activity. 

Protect important green infrastructure (eg Werribee Food 
bowl) while managing population growth 

Important freight locations need to 
be protected   

I|O I|W|N|S Operating conditions in key freight gateways need to be 
protected as residential development occurs. 

Plan for future relocation of major gateways such as Port of 
Melbourne 
Protect key freight gateways 

Pollution and contamination are 
risks to Melbourne’s health and 
amenity. 

All All Degradation and depletion of environmental assets through 
contamination, pollution and changes in land use could affect 
ecosystem service supply (including provisioning, regulating 
and open spaces) or limit health and wellbeing. 

As appropriate, use infrastructure, including green 
infrastructure, to address and manage pollution with land 
use change  

RA S|W There are environmental and amenity effects associated with 
the concentration of landfills in the Southern Metro Region, 
particularly near Springvale but also to Ravenhall in the 
Western Metro Region. 

As appropriate, use infrastructure, including green 
infrastructure, to manage and address pollution with land 
use change  
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THEME ONE: 
MELBOURNE'S ECONOMIC 
GEOGRAPHY  

An economic success story  
Data from regional accounts produced by the National Institute of Economic 
and Industry Research (NIEIR) show a rise in Melbourne’s gross product from 
$127 billion in 1992 to nearly $320 billion in 2017 – with an average annual 
growth rate of 3.8 per cent in real terms (in 2015-16 dollar values). Over this 
period, Greater Melbourne’s contribution to national growth increased from 
13 per cent in the 1990s to nearly 30 per cent today (SGS, 2018).  

Population growth has driven economic growth, with more people 
contributing their human capital to the Melbourne economy. However, gross 
product per capita has only increased by 1.4 per cent on average. Figure 5 
illustrates these components of growth, where total gross product is 73 per 
cent higher in 2017 than 2001 while the rise on a per capita basis is just 25 per 
cent. Maintaining a high quality of life for all citizens in the context of 
continued population growth will, among other factors, require opportunities 
for more people to fully participate in the economy across the city. 

FIGURE 5: INDEX OF GROSS PRODUCT AND GROSS PRODUCT PER CAPITA IN GREATER 
MELBOURNE (2001-2017) 

 

Source: SGS Economics and Planning, derived from NIEIR (2018) and ABS.stat 

 

 

KEY INSIGHTS  

▪ Melbourne has been the economic success story of Australian 
cities over the past 25 years. Strong growth has coincided with a 
major structural transition from a manufacturing-heavy city to a 
more diversified and knowledge-intensive economy. 

▪ Around 60 per cent of jobs in Melbourne are in highly productive 
economic locations, including the knowledge-intensive clusters of 
the central city, industrial precincts in outer ring suburbs, health 
and education clusters set around universities and hospitals, and 
population-serving retail precincts in suburban areas. 

▪ The remaining 40 per cent of jobs are outside of economic 
locations. These jobs are more dispersed and have a more 
household-oriented function, in the population-serving, health and 
education industries. 

▪ New jobs in the inner parts of Melbourne has led to a degree of 
centralisation of the city economy. In outer areas, jobs have 
consolidated around economic locations. 

▪ NEICs and SSIPs drive economic growth outside the central city. 
Some are well established agglomerations while others are yet to 
reach the scale of true innovation clusters. 
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Major structural change 
Melbourne has successfully transitioned from heavy manufacturing to a more 
diversified economy with a growing knowledge-intensive sector and many 
highly skilled workers. 

Figure 6 shows the share of gross value added (GVA) to the Melbourne 
economy of the top five industries since 1992. Collectively, these industries 
generate over half of the value in the Melbourne economy. Knowledge-
intensive industries are now the most valuable, and the largest of those are 
financial and insurance services industry and the professional, scientific and 
technical services industry. Their share of output has risen by about 

3.5 percentage points each in the last 25 years. 

Meanwhile, manufacturing has dropped from the largest industry with 17 per 
cent of output in 1992 to 10 per cent in 2018. It remains a major contributor 
to the economy as Melbourne’s third largest industry and a generator of 
exports and jobs. Intermediate manufacturing inputs also generate demand 
for imported goods, which in turn drive demand for ports, transport and 
logistics sector services and industrial land. 

FIGURE 6: INDUSTRY SHARE OF GROSS VALUE ADDED IN GREATER MELBOURNE, TOP FIVE 
INDUSTRIES (1992-2018) 

 

Source: SGS Economics and Planning, derived from NIEIR (2018) 

The population and housing boom drives demand for population-serving 
activity. Construction is now the second largest industry in value-added terms. 
Health care and social assistance is the fifth largest industry and provides 
critical social infrastructure.  

These structural changes have different spatial impacts as the locational 
drivers of new growth industries differ from traditional sectors. For example, 
manufacturing businesses are attracted to cheap and undeveloped land away 
from dense population, whereas health care uses need to be close to 

populations and in large, dense institutions.  

Figure 7 combines industries 
into four broad classifications 
to consider the overall 
industry mix in Melbourne in 
2018. Knowledge-intensive 
firms generate 39 per cent of 
GVA, followed by industrial 
activities (25 per cent), 
population-serving (22 per 
cent) and health and 
education (14 per cent). 

FIGURE 7: INDUSTRY SHARE OF GROSS VALUE ADDED 
IN GREATER MELBOURNE (2018) 

 

Source: SGS Economics and Planning, derived from NIEIR 

 
INDUSTRY GROUP CLASSIFICATIONS 

The following ANZSIC Divisions describe the classifications used in this report: 

Knowledge-intensive: Information Media & Telecommunications; Financial & 
Insurance Services; Rental, Hiring & Real Estate Services; Professional, Scientific 
& Technical Services; Administrative & Support Services; Public Administration & 
Safety 

Industrial: Agriculture, Forestry & Fishing; Mining; Manufacturing; Electricity, 
Gas, Water & Waste; Wholesale Trade; Transport, Postal & Warehousing 

Health and education: Education & Training; Health Care & Social Assistance 

Population-serving: Construction; Retail Trade; Accommodation & Food Services; 
Arts & Recreation Services; Other Services 
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Different economic locations  
Melbourne’s diverse centres have unique economic profiles that reflect the 
attributes and endowments of their catchment area, workforces and historic 
legacy, and different levels of development maturity. They generate about 60 
per cent of all jobs in Greater Melbourne.  

The distribution of these locations is shown in Figure 8 with headline statistics. 
Featured locations were selected by identifying which are specialised in one 
industry type (or mixed) and then selecting the largest clusters from each 
specialisation in terms of jobs.  

Knowledge-intensive clusters are mainly in the central city, such as the 
Melbourne CBD, Docklands, East Melbourne and St Kilda Road. The knowledge 
economy has different needs and drivers from traditional industrial or 
population-serving employment. Higher order knowledge-intensive firms want 
access to a broad and highly skilled labour force and opportunities for 
business-to-business interactions. This enables economies of scale and scope 

and facilitates innovation through knowledge spillovers between firms. As a 

result, businesses benefit from highly connected locations or agglomerations.  

Industrial centres are generally located in Middle and Outer Melbourne, in 
areas such as Dandenong South, Tullamarine and West Melbourne. Industrial 
production requires less labour and generally larger premises on more 
affordable land. While the benefits of agglomeration economies are not as 
marked for industrial firms, clustering in industrial precincts facilitates trade as 
inputs flow through the supply chain and move up the value chain.  

Industrial firms move physical goods around the city, requiring access to 
production inputs and trade gateways. Industrial land in Dandenong, Werribee 
and around the Port of Melbourne serves as major freight hubs for the city, 
connecting to markets around Australia and the globe. 

Education, training, health and population-serving businesses are present 
across all location typologies as they primarily service the residential 
population, with more specialised activities in important centres and nodes 
such as Victoria Parade, the Parkville cluster around Carlton-Lygon Street and 
Heidelberg. Population-serving clusters are smaller than other industry 
clusters and mainly contain retail precincts, such as the Maribyrnong 

Highpoint, Doncaster Hill and Ringwood.  

Mixed clusters such as Southbank, Clayton and Fishermans Bend do not have 
any dominant industry type but are State significant employment clusters with 
agglomerations of major firms. Many smaller economic locations across 
Melbourne, while not presented, generate economic activity and provide jobs. 

  

ECONOMIC LOCATIONS 

Economic locations are areas with a dense cluster of economic and 
employment activity, ranging from Melbourne CBD to smaller activity 
centres. 

SGS has identified the economic locations with a clustering model 
whereby employment clusters have a minimum of 5,000 jobs within a 

one-kilometre radius. 

The locations capture many places of State significance identified in 
Plan Melbourne, including NEICs, SSIPs and MACs.  

While they overlap with the Plan Melbourne locations, the boundaries are 
not identical. They also capture significant clusters not in Plan Melbourne, 
such as the Moorabbin Airport and Industrial cluster.  

The accompanying FER report explores the role of economic locations, 
examining how Melbourne’s economy works and how the regions, LGAs 
and suburbs that make up Melbourne are connected and inter-
dependent.   
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FIGURE 8: MAJOR ECONOMIC LOCATIONS OF MELBOURNE 

 

Source: SGS Economics and Planning 2018 
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FIGURE 9: TOP MIXED ECONOMIC LOCATIONS, 2016 

 Health & 
Education 

Industrial 
Knowledge 

Intensive 
Population 

Serving 
Total Jobs 

Clayton 19,550 27,909 16,823 20,376 84,658 

Fisherman's Bend 1,479 13,901 11,448 10,983 37,811 

Southbank 497 8,474 13,299 14,089 36,359 

Dandenong 6,600 4,801 6,392 5,705 23,497 

FIGURE 10: TOP KNOWLEDGE INTENSIVE ECONOMIC LOCATIONS, 2016 
 

 Health & 
Education  

 Industrial  
 Knowledge 

Intensive  
 Population 

Serving  
Total Jobs 

Melbourne Central City 12,685 21,650  166,668  39,294  240,297  

Docklands 910 9,446 45,847 9,192 65,395 

St Kilda Road 10,678 5,670 26,133 8,134 50,616 

East Melbourne 2,441 497 6,302 749 9,988 

Moonee Ponds 815 162 3,408 1,953 6,338 

Southbank - Arts Precinct 580 509 3,171 1,929 6,189 

Johnston Street East 212 773 2,305 1,065 4,356 

FIGURE 11: TOP HEALTH ECONOMIC LOCATIONS, 2016 
 

 Health & 
Education  

 Industrial 
 Knowledge 

Intensive  
 Population 

Serving  
 Total Jobs 

Victoria Parade 5,604 33 357 307 6,301 

Werribee Health and 
Education Precinct 

1,710 58 375 121 2,265 

Heidelberg 10,433 402 1,194 1,923 13,952  

Berwick 2,710 245 641 1,440 5,036 

Carlton-Lygon Street 27,636  1,254  16,334  10,590  55,813  

Malvern/Armadale 4,390 527 1,958 2,732 9,608 

FIGURE 12: TOP POPULATION SERVING ECONOMIC LOCATIONS, 2016 
 

 Health & 
Education 

 Industrial  
 Knowledge 

Intensive  
 Population 

Serving  
 Total Jobs 

Fountain Gate-Narre Warren  891  516  2,442  6,605  10,454  

Doncaster Hill 448  614  1,888  5,496  8,446  

Maribyrnong-Highpoint 600  600  823  4,960  6,983  

Hoppers Crossing 293  1,804  487  4,397  6,981  

Melbourne Sports Precinct 331  150  1,492  3,917  5,890  

Chadstone 108  281  647  3,821  4,858  

Greensborough 558  142  811  2,522  4,033  

Werribee Plaza 502  96  326  2,348  3,273  

Ringwood 1,091  2,138  2,454  6,131  11,814  

 FIGURE 13: TOP INDUSTRIAL ECONOMIC LOCATIONS, 2016 
 

 Health & 
Education  

 Industrial  
 Knowledge 

Intensive  
 Population 

Serving  
Total Jobs 

West Melbourne Industrial 1,274 47,284 7,088 19,450  75,096 

Dandenong South 1,355 44,906 6,000  18,006 70,268  

Roxburgh Park 394 20,019 2,021  9,158 31,593  

Tullamarine Business Precinct 195 12,533 2,527  4,615 19,870  

Scoresby 331 9,459 2,079  3,734 15,604  

Melbourne Airport 19 3,316 629  766 4,730  

Melbourne Docks 3 3,639 326  387 4,355  

Moorabbin Airport and 
Industrial 

435 11,437 1,979 5,897 19,747 

Bayswater 585  7,717 1,146 3,911 13,359  

Bayswater North 573  7,672  1,122  4,243 13,609  

Thomastown Industrial 492  7,725  1,275  5,489 14,982  
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Firms with a household-oriented function 
Forty per cent of the city’s employment exists outside economic locations, 
including subregional shopping centres, schools and smaller hospitals. Jobs in 
these areas have a different character than those in economic locations. 
Figure 14 shows that with knowledge-intensive jobs dominant in economic 
locations of the Inner Metro and Inner South East metro regions, industrial 
jobs tend to be more dominant in the Western, Northern and Southern metro 

regions where the SSIPs are situated. 

Employment outside economic locations is more homogenous – mainly in 
population-serving industries such as retail, construction, and health and 
education industries that need to be close to their residential customer base 
and do not benefit from agglomeration.  

Employment outside economic locations, while not as economically 
productive, influence the everyday lives of residents. These jobs are in schools, 
local activity centres, local health services or smaller industrial areas that 
provide services to the local population (such as furniture makers or panel 
beaters).  

FIGURE 14: INDUSTRY SHARE OF EMPLOYMENT, BY ECONOMIC LOCATION AND REGION 
(2016) 

 

 

Source: SGS Economics and Planning, derived from NIEIR (2018) 

 

Figure 15 illustrates lower labour productivity within the industry groups from 
1992 to 2018. Workers in population-serving and health and education firms 
produce around 30 to 50 per cent less output per hour than those in 
knowledge-intensive and industrial firms. Breaking this down by region in 
Figure 16 indicates labour productivity is higher in the Inner Metro and Inner 
South East metro regions than outer regions. This reflects the agglomeration 
benefits of economics of scale and scope, deeper pools of labour supply and 

knowledge spillovers in economic locations. 

FIGURE 15: LABOUR PRODUCTIVITY IN GREATER MELBOURNE, BY INDUSTRY (1992-2018) 

 

Notes: Figures are in 2015-16 dollar values 

Source: SGS Economics and Planning, derived from NIEIR (2018) 
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FIGURE 16: LABOUR PRODUCTIVITY, BY INDUSTRY AND REGION (2018) 

 

Notes: Figures are in 2015-16 dollar values 

Source: SGS Economics and Planning, derived from NIEIR (2018) 

Consolidation and distribution 
Employment growth since 1996 is illustrated by location typology in Figure 17 
and by industry in Figure 18. Inner Melbourne had the strongest jobs growth, 
largely from the rise of the knowledge economy which generated nearly 
100,000 new central city jobs over 20 years. Inner Melbourne’s spike in 
employment growth in 2006-2007 may reflect an overall high performing 
labour market throughout the global financial crisis with the stimulus package 
and mining boom driving growth across the whole economy. There were 
52,000 new jobs created in health and education industries, many in the 
specialised clusters around universities and hospitals. There were also 60,000 
new population-serving jobs that cater to the increase in apartment-dwelling 
residents, and in the construction of those dwellings. 

New jobs have been created in Outer Melbourne where much of Melbourne’s 
population growth has taken place, such as Point Cook, Werribee, Cranbourne 
and Broadmeadows. Firms in these areas tend to be more industrial in 
economic locations and household-oriented outside of economic locations.  

FIGURE 17: EMPLOYMENT GROWTH, BY TYPOLOGY (1996-2016) 

 

Source: SGS Economics and Planning, derived from NIEIR (2018) 

FIGURE 18: EMPLOYMENT GROWTH, BY INDUSTRY AND TYPOLOGY (2006-2016) 

 

Source: SGS Economics and Planning, derived from NIEIR (2018) 
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Middle Melbourne suburbs have a similar profile to Outer Melbourne areas 
but employment growth has been lower because the firms and services are 
more established and there has been less population growth in these areas. 
The number of industrial jobs has not changed in 20 years, possibly as no new 
industrial land has been developed in Middle Melbourne and some industrial 
land has changed to residential or commercial uses. 

While there has been a lower level of job creation in New Growth Areas in the 
Northern and Western metro regions, these new suburbs are starting from a 

low base, meaning they have some of the fastest rates of growth in Victoria. 

These employment trends largely align with the spatial patterns of business 
creation across industries shown in Figure 19. For each SA2 area, a net 
increase in firms is shown in green dots and a net decrease in purple dots. 
Business creation is strongest in knowledge-intensive industries. While this is 
most concentrated in the central city, new knowledge-intensive businesses are 
opening across metropolitan Melbourne. In Outer Melbourne, firms in these 
industries are likely to be locally-focused, such as real estate services or 
accounting services.  

There has been a net reduction in the number of industrial businesses across 
Inner Melbourne and Middle Melbourne suburbs. This reflects the 
gentrification of some areas as former industrial land transforms to new 
housing developments, and changes in land uses in other areas as demand for 
commercial space near the CBD increases. There was a net increase in firms 
around the Northern, Southern and Western SSIPs. Industrial employment has 
increased in Inner Melbourne and stabilised in Middle Melbourne. This 
indicates that industrial activities have consolidated to a smaller set of 

businesses that have successfully navigated the shift to a knowledge economy. 

Business creation is ubiquitous for population-serving and health and 
education firms. The strongest growth in population-serving firms is seen 
along the South East Growth Corridor and the Western Growth Corridor, as 
businesses open to serve the needs of the new residents.  
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FIGURE 19: NET BUSINESS GROWTH ACROSS 
MELBOURNE BY INDUSTRY GROUP AND SA2 
(2009-2017) 

 

 

 

 

 

 

 

 

 

 

 

Note: The dots indicate net change in the number 

of firms within an SA2 area after accounting for all 

new openings and closures. There is a higher 

number new businesses created and businesses 

closed within most SA2s. 

Source: SGS Economics and Planning, derived from 

ABS (2012,2018) cat. no. 8165.0, Counts of 

Australian Businesses, including Entries and Exits, 

Jun 2013 to Jun 2017 and Jun 2007 to Jun 2011 
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Overall, the strong growth in central city areas has resulted in a degree of 
centralisation of the metropolitan economy. Figure 20 shows that the share of 
Inner Melbourne’s jobs rose by 3.5 percentage points over the last 20 years to 
39 per cent in 2016. The share of jobs in Outer Melbourne and the New 
Growth Areas has also risen, albeit to a smaller degree, while the share in 
Middle Melbourne fell by more than five percentage points. The shift in 
activity to the centre of the city is noticeable but should not be overstated. 
Employment is well distributed around Melbourne. Middle and Outer 

Melbourne each have around 29 per cent of the city’s jobs. 

Jobs are also consolidating in employment clusters in all regions. Figure 21 
shows that the share of employment in economic locations has increased in all 
regions over the 20 years to 2016, especially in the Southern, Western and 
Northern metro regions where the share increased by between 3.3 and 5.1 
percentage points. Each of these regions includes SSIPs and/or NEICs, 
highlighting that these suburban nodes drive job creation and economic 

growth. 

Outer economic locations are important work locations for people who live in 
Outer Melbourne and beyond, including the peri-urban areas outside of the 
city. The FER report shows that the city attracts workers from well beyond the 
administrative boundaries of Greater Melbourne, with workers coming from 
areas such as Bacchus Marsh, Ballan, Gisborne, Macedon, Romsey, Wallan, the 
Yarra Ranges, Koo Wee Rup and Bunyip. This allows more Victorians who live 
in areas with limited local job opportunities and services to access social and 

economic opportunities.  

 

FIGURE 20: CENTRALISATION OF JOBS WITHIN INNER MELBOURNE (1996-2016) 

 

 
Source: SGS Economics and Planning, derived from NIEIR (2018) 

 FIGURE 21: CONSOLIDATION OF JOBS WITHIN ECONOMIC LOCATIONS (1996-2016) 

 

Source: SGS Economics and Planning, derived from NIEIR (2018) 
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NEICs and SSIPs 
NEICs and SSIPs are identified as planning locations in Plan Melbourne. The 
Victorian Government expects them to be the focus for investment and 
growth and important for the future prosperity of the city. NEICs improve the 
growth and clustering of business activity of national significance. They will be 
developed into dense concentrations of linked businesses and institutions, 
with excellent transport access and potential to accommodate job growth. 

The NEICs reflect the diversity of the Melbourne economy, as each has a 
different specialisation (Figure 22)2. Parkville, La Trobe, Werribee and 
Sunshine have a health and education focus with university and medical 
research facilities. Dandenong and, to a lesser extent, Fishermans Bend are 
more industrial, with a view to move into more advanced manufacturing 
activities. Monash is the largest employment cluster outside of the CBD. Its 
major education, health and research facilities attract a mix of industries. 

SSIPs provide strategically located land for major industrial development 
linked to the freight networks and transport gateways. They will be protected 
from incompatible land uses to grow freight, logistics and manufacturing 

investment. 

                                                             
2 The spatial coverage of these has been defined to align as closely as possible with the PM definition, 
given data issues.  
3 While spatial coverage aligns with PM, the employment levels reported differ. This is due to 
methodological differences. Plan Melbourne estimates employment in 2016 using 2011 ABS Census 

 

Each NEIC and SSIP is at different stages of development. Figure 23 and Figure 
24 show the different employment levels in each, with most showing 
employment growth between 2006 and 20163. Some clusters like the Monash 
and Parkville NEICs and the Western and Northern SSIPs have reached the 
scale to realise the agglomeration benefits of a large employment cluster. 

Some precincts are moderately sized such as Fishermans Bend or La Trobe, 
which is better described as three small clusters. Others are in the early stage 
of development, including the Sunshine and Werribee NEICs, and the 
Pakenham/Officer and Hastings SSIPs. The skills of the labour catchment, 
accessibility for workers, various regional economic attributes as well as local 
amenity characteristics will determine how these precincts develop and 
whether some NEICs will develop into true clusters of innovation. 

  

data and the Labour Force Survey. SGS’ estimates for 2016 are based on 2016 ABS Census Data and 
benchmarked to employment by industry provided by NIEIR (requested by IV). The observed 
differences are primarily due to the use of more recent census data and adjustments for census 
undercount. 
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FIGURE 22: INDUSTRY SHARE OF NEIC EMPLOYMENT (2016) 

 

 

 

 

 

 

 

 

Source: SGS Economics and Planning, derived from NIEIR (2018) 

FIGURE 23: EMPLOYMENT BY NEIC (2006 & 2016) 

 

Source: SGS Economics and Planning, derived from NIEIR (2018) 

FIGURE 24: EMPLOYMENT BY SSIP (2006 & 2016) 

 

Source: SGS Economics and Planning, derived from NIEIR (2018) 
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THEME TWO: 
HOUSING DIVERSITY 

 

A booming and diversifying population  
People increasingly choose to live in urban environments to access better jobs 
and a higher standard of living. Melbourne has been growing rapidly due to 
economic growth, a high standard of living, high amenity lifestyle and good 
infrastructure. Its share of the Victorian population grew from around 72 per 
cent in 1991 to nearly 77 per cent in 2017, based on ABS estimated residential 
population figures. Australia is now one of the most urbanised countries in the 

world and this trend is expected to continue (PwC, 2015).  

Figure 25 shows the annual population growth rates of the five largest cities in 
Australia since 2004. Buoyed by the mining boom, Brisbane and Perth had the 
highest growth rates until around 2012 and 2014. Growth in Sydney and 
Melbourne fell in the years following the global financial crisis due to the role 
of, and impact of the crisis on, financial services and other knowledge-
intensive industries. Growth has increased since then and Melbourne has 
been the fastest growing city in Australia since 2014. 

FIGURE 25: POPULATION GROWTH IN AUSTRALIA’S FIVE LARGEST CITIES (2004-2017) 

 

Note: GCCSA boundaries define the greater capital city populations; data was smoothed with a rolling 

three-year average  

Source: SGS Economics and Planning, derived from ABS.stat  

KEY INSIGHTS 

▪ Melbourne is the fastest growing capital city in Australia. Much of 
this growth occurred in the central city and New Growth Areas in 
the Western Metro and South East metro regions. 

▪ Most dwellings in Melbourne in 2016 were low density but most 
of the city’s housing growth in the last decade has been in 
medium to high density dwellings. 

▪ Melbourne’s New Growth Areas have a high proportion of 
detached dwellings and limited supply of apartments and semi-
detached dwellings compared to other locations.  

▪ These areas have a higher share of medium density dwellings 
than established areas in Middle and Outer Melbourne. This 
indicates many detached dwellings are on smaller lots in New 
Growth Areas.  

▪ MACs and major activity centres play a small but growing role in 
accommodating dwelling growth.  

▪ Major activity centres that have accommodated dwelling growth 
include Prahran-South Yarra, Brunswick and Port Melbourne. 

▪ Increasing house prices have reduced housing affordability across 
metropolitan Melbourne. 

▪ A decrease in the share of social housing stock means fewer 
options for people in extreme housing stress or at risk of 
homelessness.  
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Figure 26 shows that population growth occurred mainly in Inner Melbourne 
and the former growth areas in the Western, Northern and South Eastern 
metro regions. Higher density housing is more prominent in the central city 
and lower density housing more typical in Outer Melbourne. 

FIGURE 26: LOCATIONS WITH STRONG POPULATION GROWTH (1996-2016) 

 

Source: SGS Economics and Planning, derived from ABS ERP 

Figure 27 presents the components of population growth for Victoria over the 
last three decades. This is data represents Victoria but broadly reflects the 
components of growth in Melbourne, particularly due to the city’s growing 
share of the State’s population. 

Natural increases in population have remained stable, while both net overseas 
and net interstate migration have increased substantially. Overseas migration 
has risen from less than 20,000 people per year before 2000 to over 30,000 
new residents in recent years. 

In the 1980s and 90s, Victoria experienced a net outflow of interstate 
migrants, largely to Queensland and Western Australia. This trend has 
reversed thanks to economic opportunities in Melbourne and Sydney. 
Victoria’s interstate migration has gone from a net loss of around 9,000 
people per year in 1993 to a net gain of over 10,000 people per year. 

FIGURE 27 COMPONENTS OF POPULATION GROWTH, VICTORIA (1981-2017) 

 

Source: SGS Economics and Planning, derived from ABS Regional Population Growth (Cat. 3218.0) 
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FIGURE 28: AGE DISTRIBUTION OF GREATER MELBOURNE AND AUSTRALIA (2001, 2017) 

 

 
Note: Coloured bars show the 2017 population share and the black outlines show the share in 2001  

Source: SGS Economics and Planning, derived from ABS ERP 

The growing population is also becoming more demographically diverse. 
Figure 28 shows the age distribution of the Australian and Greater Melbourne 
population in 2001 and 2017. As a result of lower fertility rates, people under 
20 make up a lower share of the population in 2017 than 2001. There is a 
higher share of 20 to 30 year olds in 2017 than 2001, with a higher share in 
Greater Melbourne than the Australian average. This reflects the increase in 
international students and young skilled migrants in the broader population.  

There is generally a lower share of 25 to 55 year olds in 2017 than 2001, and a 
higher share of people who are 65 or over. This reflects the ageing of the 
population due to higher life expectancy and the size of the baby boomer 
generation. This has implications for the provision of services because older 
people tend to be higher users of aged, social and health services. At the same 
a lower share of the population is working, placing extra strain on the tax base 
that funds many of those services.  

Metropolitan Melbourne’s population has not aged as much in comparison to 
national averages due to high migration rates. This can be seen by the high 
shares of 20 to 35 year olds in Melbourne and lower share of people over 55 
compared to Australia. This may also offset the pressures of the ageing 
population because more people are available to work, particularly as recent 
migrants report higher rates of participation. 

Household types in Melbourne are also diversifying. Families are having less 
children later; higher rates of separation increase the number of single parent 
households; and there are more older individuals and couples living 
independently or in dwellings with attached aged care services. Figure 29 
shows these trends between 2011 and 2016, with a rising share of couple 
households with no children and one parent families. However, couples with 
children still made up the largest share in 2016, at 35 per cent of all 
households. 

FIGURE 29: CHANGE IN HOUSEHOLD COMPOSITION, GREATER MELBOURNE (2011-2016) 

 

Source: SGS Economics and Planning, derived from ABS Census 2011 and 2016 

The rate of population growth has consistently exceeded expectations over 
the last 25 years. Figure 30 shows that the Victorian population growth has 
been much higher than ABS and Victoria in Future forecasts dating back to 

1995. These forecasts inform government policy and planning decisions.  

Evidence suggests that the housing market is responding with more medium 

and higher density dwellings.  
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FIGURE 30: VICTORIAN POPULATION COMPARED TO GOVERNMENT FORECASTS 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: SGS Economics and Planning 2018, derived from Victoria in Future; ABS ERP  



 

 

Economic, Social and Environmental Profile: Metropolitan Inter-regional Report 32 

 

Housing types  
Figure 31 shows that in 2016, low density dwellings made up just over half of 
Melbourne’s housing stock, while medium and higher density dwellings have 
lower shares of 27 per cent and 20 per cent, respectively. 

FIGURE 31: DWELLING DENSITY 2016 (METROPOLITAN MELBOURNE) 

 

Source: SGS Economics and Planning, derived from DELWP Housing Development Data (2016) 

Figure 32 illustrates the distribution of different housing densities across 
metropolitan Melbourne. High density housing is concentrated mostly in Inner 
and some Middle Melbourne suburbs; Outer Melbourne accommodates 
mostly medium to low density housing. Clusters of higher density housing 
above 60 dwellings per hectare generally occur along metropolitan train lines. 
For example, Frankston, Cranbourne, Ringwood, Upfield and Craigieburn train 
lines have experienced clusters of higher density development around the 

stations located within the Inner Melbourne and Middle Melbourne areas.  

Figure 33 details trends in dwelling types across regions and location typology. 
The share of higher density housing of the Inner Metro Region is noticeably 
higher than the Inner South East, Northern and Western metro regions, 
possibly illustrating the trade off to a smaller dwelling that households make in 
return for proximity to the CBD, more transport options and better access to 
employment. The shares of higher density housing are lower in Middle and 
Outer Melbourne.  

The inner areas of the Inner South East, Northern and Western metro regions 
have similar proportions of high density dwellings. However, the Inner South 
East Metro Region has a higher proportion of apartments. In Middle 
Melbourne suburbs, the Eastern Metro Region has the lowest proportion of 
high density dwellings and the Western Metro Region has the highest 
proportion of medium density dwellings. In Outer Melbourne, the Northern 
and Western Metro regions have higher proportions of medium density 

dwellings compared to the Southern and Eastern metro regions.  

Melbourne’s New Growth Areas have a relatively large share of medium 
density housing. While some of these are townhouses and semi-detached 
dwellings, most are detached dwellings on smaller lots, particularly in the 
Northern Metro and Western metro regions.  

 

 

DEFINING DWELLING DENSITIES 

SGS has defined dwelling density according to the following thresholds 
taken from DELWP’s 2018 Housing Development Data: 

High density Greater than 60 dwellings per hectare 

Medium density  Between 30 and 60 dwellings per hectare 

Low density Less than 30 dwellings per hectare 

This calculation reflects site density; that is, the average quantum of land, 
or lot size per dwelling. This reflects the density at which dwellings are 
delivered. 

In some cases, it will align to the type of dwelling – for example, 
apartments (high density), semi-detached (medium density) and detached 
(low density) dwelling structures - but not always. For example, in some 
areas, large, detached dwellings are provided on relatively small lots, 
resulting in medium density.  
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FIGURE 32: AVERAGE DWELLINGS PER HECTARE: TOTAL DWELLING STOCK 2016 

 

Source: SGS Economics and Planning, derived from Housing Development Data (2016) 

 

FIGURE 33: DWELLING DENSITY, BY LOCATION TYPOLOGY AND REGION (2016) 

 

Source: SGS Economics and Planning, derived from DELWP Housing Development Data (2016) 

FIGURE 34: DWELLING TYPE, BY LOCATION TYPOLOGY AND REGION (2016) 

 

Source: SGS Economics and Planning, derived from ABS Census (2016) 
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Jobs and housing growth 
The location of employment growth is presented in Figure 35. Areas within 
five kilometres from the CBD accommodated the highest number of jobs in 
metropolitan Melbourne in 2016, followed by areas 20 km from the CBD.  

Population growth between 1996 and 2016 was most pronounced in areas 
between 5, 25, and 30 km from the CBD, followed by areas 45 km from the 
CBD. This includes Melbourne’s New Growth Areas such as Tarneit, Point 
Cook, Truganina in the Western Metro Region; Craigieburn, Mernda, South 
Morang in the Northern Metro Region; and Cranbourne North and Berwick in 
the South Eastern Metro Region. 

Areas between 10 to 20 km and 35 to 40 km from the CBD do not 
accommodate significant population and employment growth. This includes 
Bayside, Glen Eira, Stonnington, Boroondara, Monash and Manningham LGAs. 

There are a range of economic reasons for and benefits to the current spatial 
distribution of employment. While housing and employment growth often 
occurs in different locations, access to employment is more important than 
proximity.  

Housing market mismatch  
Figure 36 illustrates the relationship between preferred4 and actual housing 
stock, and the types of new housing added between 2001 and 2010. The 
existing stock in 2006 and new supply largely comprised detached dwellings, 
whereas the preference for semi-detached housing was higher than the supply 
provided. 

 

                                                             
4 Data and housing preferences were surveyed by Grattan Institute 

FIGURE 35: POPULATION GROWTH BY DISTANCE TO CBD (1996-2016) 

 

Source: SGS Economics and Planning 2018 

FIGURE 36: PREFERRED VS ACTUAL HOUSING STOCK 

 

Source: The Housing we'd choose, Grattan Institute 2011 
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High and medium density housing stock 
Table 2 presents the new dwellings built in Greater Melbourne between 2006 
and 2016 by density category. 

The number of dwellings increased by almost 400,000, with medium density 
having the highest share of total growth (47.1 per cent), followed by high 
density (41.2 per cent).  

 

High density dwellings have had the highest annual average growth rate at 4.8 
per cent as there was a lower initial stock of this dwelling type in 2006.  

Low density dwellings only made up 11.7 per cent of new dwellings  

 

TABLE 2: METROPOLITAN MELBOURNE DWELLING GROWTH BY DENSITY 2006-2016 

 2006 2016 Growth AAGR % Total growth 

High density 233,458 373,512 140,054 4.8% 41.2% 

Medium density  338,214 498,104 159,890 3.9% 47.1% 

Low density 920,584 960,352 39,768 0.4% 11.7% 

Total 1,492,256 1,831,968 339,712 2.1% 100.0% 

Source: SGS Economics and Planning, derived from DELWP Housing Development Data 2006 and 2016 

 

Figure 37 illustrates stock by location typology and region. Medium density 
dwellings were mostly built in Outer Melbourne and New Growth Areas, 
whereas higher density developments mostly occurred in Inner Melbourne. 
Much of the higher density development occurred in the central city and 
nearby major activity centres such Brunswick, Fitzroy-Smith Street and 
Flemington-Racecourse Road.  

There was a net reduction in low density dwellings in Middle Melbourne 
suburbs. 

Housing development in Middle Melbourne suburbs was a mix of medium and 
high density developments. The reduction in low density detached dwellings in 

this time reflects urban infill, as large houses are replaced by smaller 

townhouses and apartments.  

Most new dwellings in Outer Melbourne areas were medium density, along 
with some low density development. 

A significant proportion of dwellings in Outer Melbourne (including in New 
Growth Areas) are detached (refer Figure 34), with many built on small lots in 
New Growth Areas. This limits housing diversity and capacity for future change 
and impacts opportunities to provide tree canopy coverage. 
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FIGURE 37: NEW DWELLINGS, BY DENSITY AND REGION (2006-2016) 

 

Source: Housing development data 2006-16 
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Activity centres  
Table 3 illustrates how MACs and major activity centres5 accommodated new 

housing between 2006 and 2016.  

In 2006, a small proportion of dwelling stock was in activity centres. By 2016, 
the marginal proportional increase of five to six per cent represented an 
additional 33,000 dwellings. This was nearly 10 per cent of Melbourne’s 
growth over this period.  

The 121 major activity centres accommodated nearly 29,000 of these 
additional dwellings. More than 90 per cent of these new dwellings were high 
density, compared to around 40 per cent for metropolitan Melbourne over 

the same period. 

TABLE 3: ACTIVITY CENTRE HOUSING GROWTH (2006-16) 
 

2006 2016 Change 06-16 

Activity Centre type   Number  % 

Metropolitan Activity Centres 8,040 12,436 4,396 55% 

Major Activity Centres 70,833 99,776 28,943 41% 

Sub total – Activity Centres* 78,873 112,212 33,340 42% 

All Melbourne 1,492,261 1,831,974 339,713 23% 

Proportion of all Melbourne in Activity 
Centres 

5.3% 6.1% 9.8% 
 

Source: SGS Economics and Planning, derived from DELWP Housing Development Data 2006-16 

*Does not include Melbourne Central City 

                                                             
5 Metropolitan and Major Activity Centres are centres defined in Plan Melbourne. The former provide 
diverse employment opportunities, activities, and housing for regional centres well serviced by public 
transport; the latter provide suburban hubs for services, employment and housing. 

 

Figure 38 illustrates the dwelling growth by density, with MACs on the left and 
major activity centres on the right. Major activity centres are split into the top 
nine that housed most of the growth. The remaining are grouped as the ‘top 
10 to 57’ and then ‘top 58 to 121’. 

The most high density dwellings were built in the central city. Relatively few 

apartments were built in MACs compared to major activity centres.  

Of the major activity centres, more than 13,000 dwellings were built in nearly 

50 centres and less than 3,000 built in the remaining 63 centres. 
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FIGURE 38: DWELLING CHANGE IN METROPOLITAN ACTIVITY CENTRES (LEFT) AND MAJOR ACTIVITY CENTRES (RIGHT) (2006-2016) 

 

Note: top 5 major activity centres in the (top 10-57) category includes Rosebud, Carnegie, Fitzroy-Brunswick Street, Caulfield, Northcote; this category added approximately 12,200 new dwellings, and the top 58-121 

added 1,426 new dwellings 

Source: SGS Economics and Planning, derived from Housing Development Data (2006-16) 
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THEME THREE: 
ACCESS AND OPTIONS 

 

Transport infrastructure 
Melbourne is a large city that spreads radially from the CBD. The combination 
of low density development and the highway and arterial road network make 
private cars the dominant transport mode. This is linked to the post-war 
expansion of the city in the mid-1900s, when car ownership became the norm 
and suburban employment centres were built around major manufacturing 
factories.  

Melbourne’s network of trams, trains and buses (Figure 39) gives Inner 
Melbourne residents generally good access to public transport and a choice 
between modes. Most residents of Middle Melbourne do not have access to 
tram services but many train and bus services are within reach. In Outer 
Melbourne and the New Growth Areas, the distance between train lines is 
larger and bus services fill the gaps. The radial network also means there few 
high capacity public transport connections in Middle and Outer Melbourne, 
with most services heading directly into the city loop. 

These differences in transport access are compounded by the frequency of 
services. Figure 40 illustrates that services become less frequent with distance 
from the CBD and are especially infrequent in the Western and Southern 
metro regions. Further, there are infrequent cross-region connections for 
people living in the Northern, Eastern and Inner South East metro regions. 

Access to transport options decrease with distance from the central city in 
terms of travel time, transport mode and destination. With most new 
population growth occurring 25, 30 and 45 km from the CBD, people who 
move to these areas will have lower levels of access to work opportunities and 
services. This also influences how people move around the city.  

KEY INSIGHTS 

▪ Access in Melbourne is highly dependent on road networks, 
particularly outside Inner Melbourne. 

▪ A radial public transport railway network and insufficient east-
west connections challenge east-west travel, especially in the 
Northern Metro Region. 

▪ Public transport in the Western and Southern metro regions is 
less frequent than other regions with fewer direct routes.  

▪ Journey to work by car is the most prevalent mode, even in Inner 
Melbourne. 

▪ Access to jobs affects level of labour participation. 
▪ Health and community services are relatively accessible across 

different regions. However, access to transport and options affect 
that of community services to some degree. 

▪ Access to internet from home is relatively even across 
metropolitan Melbourne, although it is moderately affected by 
socio-economic conditions and income. 

▪ The major types of open space vary between regions, reflecting 
different land uses, housing densities, age of housing stock and 

natural features.  
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FIGURE 39: PUBLIC TRANSPORT ROUTES 

 

Source: SGS Economics and Planning, derived from Public Transport Victoria 2018 

 

FIGURE 40: PUBLIC TRANSPORT FREQUENCY 

 

Source: Public Transport Victoria 2018 
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Transport access  
 

Figure 41 shows that Inner Melbourne’s residents have the highest rates of 
public transport and active transport use, related to the shorter distances they 
travel to access jobs and services and the lowest share of private vehicle 

commutes, at between 40 and 60 per cent of all commutes.  

This proportion increases with distance from the CBD where there are fewer 
and less frequent public transport services. At least 70 per cent of all 
commuters in Middle Melbourne suburbs get to work by car and this rises to 
80 per cent for resident of Outer Melbourne. 

In Middle Melbourne, public transport rates are higher for residents living in 
the Inner South East and Northern metro regions than other regions, thanks to 
several train lines. In Outer Melbourne, public transport commutes are most 
prevalent in the Western Metro Region, which could be due to direct train 
services to the most outer western settlements. The Southern Metro Region 
has the lowest proportion of public transport commutes across all location 
typologies. Notably, the higher shares of journey to work by public transport in 

the Eastern and Northern metro regions are work commutes into the CBD.  

 

FIGURE 41: MODES OF JOURNEY TO WORK, BY TYPOLOGY AND REGION (2016) 

 

Note: Locations indicate place of residence 

Source: SGS Economics and Planning, derived from ABS Census 2016 
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Figure 42 shows the commuter flows between labour market catchments – 
areas where at least half of all residents work within the same area. These are 
different to the Plan Melbourne regions and account for travel from peri-
urban areas. Refer to the FER report for an analysis of these areas.  

The map shows major flows (more than 20,000 commutes) within and 
between labour market catchments.  

The highest volume of flow between catchments is into the inner catchment, 
ranging from 75,000 people from the eastern catchment to 101,000 people 
from the western catchment. The share of those trips made by public 
transport are shown in red. Facilitated by the radial train network, between 37 
and 48 per cent of commutes into the inner catchment are made by train, 
depending on the direction of travel. Many residents of the densely populated 
inner catchment also travel to out of the catchment although in far smaller 

numbers.  

Other significant flows between catchments include those from west to north 
and between the eastern and southern suburbs. Around 85 to 90 per cent of 
these trips are made by car as workplace destinations are more dispersed and 
more difficult to access via public transport. These areas have far fewer public 

transport services (almost exclusively buses) with lower service frequencies. 

Very few people travel to the Shire of Mornington Peninsula for work, as 
expected given the relatively small number of economic locations. The 
economic locations in the Southern Metro Region are a good source of work 
for residents living in the Shire, with around 26,000 people travelling there 
each workday. 

The largest commuter flows are those within the catchments. Many workers 
who live in Outer Melbourne travel to local employment rather than the CBD 
and other central city economic locations. As with the cross-regional flows, 
these trips are predominantly made by car (at least 93 per cent of trips). 

 

FIGURE 42: MAJOR COMMUTER FLOWS AND PUBLIC TRANSPORT MODE-SHARE (2015) 

 

Note: Numbers represent the total daily trips from home to work between labour market catchment. 

The percentages represent the share of those trips that are made by public transport. 

Source: SGS Economics and Planning; derived from MABM (KPMG, 2018) 
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Access and participation 
Effective job density (EJD) measures access to jobs and indicates the level of 
concentration of jobs in given area based on the location of the jobs both in 
the area and how long it takes to get to other jobs nearby.  

EJD is linked to the transport networks and infrastructure. A high EJD can 
reflect a large pool of employment nearby or good connections to more 
distant employment. 

Measuring EJD helps to understand accessibility, employment distribution and 
access to employment opportunities. People who live in areas with higher EJD 
have a greater chance of matching their skills and aspirations to available jobs, 

allowing them to develop their skills in a satisfying job.  

Combining job location and transport network results in the patterns of EJD in 
Figure 43 and Figure 44. EJD is highest in the central city for most industry 
groups, with the greatest inner concentration in knowledge-intensive jobs.  

Industrial jobs have high EJD in the central city but also around the industrial 
economic locations to the Northern, Western and South East metro regions. 
The EJD for population-serving and health and education jobs are more 
dispersed, especially for population-serving jobs that serve residential 
households everywhere. 

For all industries, the EJD is skewed somewhat to the Inner and Inner South 
East metro regions, reflecting job locations and commute times. The higher 
EJD shows that access to jobs is also better in these areas. These patterns 

influence resident participation in the workplace. 

Figure 45 presents the participation rates and unemployment rates across 
location typologies and Plan Melbourne regions. The most striking feature is 
the gender gap in participation, which ranges from seven percentage points 
for residents of Inner Melbourne to 13 percentage points in Outer Melbourne. 
Unemployment is roughly even between men and women in Inner and Middle 
Melbourne but much higher for women in Outer Melbourne and Melbourne’s 

New Growth Areas, particularly in the Western Metro Region.  

These gender gaps could be related to parenting roles, juggling work in the 
labour market with unpaid work in the home. Good access to flexible work 

opportunities and affordable child care can influence workforce participation, 

and these are difficult to find further out from the central city.  

Higher female unemployment rates demonstrate a desire to work and a 
labour market failure in the Melbourne economy. This impacts disadvantaged 
groups such as single mothers and means the broader economy is not fully 
utilising its valuable human capital. 

Comparing location typologies, participation is higher in Inner Melbourne and 
New Growth Areas. As identified earlier, residents of Inner Melbourne have 
better access to employment and transport; while this is not the case in New 
Growth Areas, higher participation rates could be explained by household 
types, including families who have purchased new properties and need to 
continue working to service a mortgage. 

One difference between Inner Melbourne and New Growth Areas is the 
unemployment rate. The central city has low unemployment, particularly in 
the more socio-economically advantaged Inner South East Metro Region. 
Unemployment is high for women in New Growth Areas but low for men; 
again, this reflects a willingness to work but poor access to jobs, flexible 
working conditions and child care services.  

Participation is generally lower in Middle and Outer Melbourne than other 
areas. There is some variation in the Eastern Metro Region, which has 
relatively low participation in Middle Melbourne suburbs around Monash, Box 
Hill and Doncaster, and relatively high participation in Outer Melbourne 
suburbs around Rowville, Ferntree Gully and Ringwood. As noted earlier, 
unemployment is higher in Outer Melbourne suburbs, especially for women. 
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FIGURE 43: EFFECTIVE JOB DENSITY 

 

Source: SGS Economics and Planning 2018 

 

FIGURE 44: EFFECTIVE JOB DENSITY BY INDUSTRY 

 

Source: SGS Economics and Planning 2018 
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FIGURE 45: PARTICIPATION AND UNEMPLOYMENT RATES, BY REGION AND TYPOLOGY (2016) 

 Inner Melbourne Middle Melbourne Outer Melbourne New Growth Areas Melbourne’s Rural Areas 
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Note: Data is for persons 15 years and over; location is place of residence. Source: SGS Economics and Planning, derived from ABS Census 2016 
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To further explore these differences, the quality of worker can be compared to 
job matching across Melbourne. Good labour market matching means 
businesses get the best person for the job and workers get the best wage for 
their skills. Despite this, people with limited access to job opportunities may 
settle for lower paid, lower skill work. Figure 46 shows the proportion of 
workers who are overqualified for their job, measured as a person with at 
least a bachelor’s degree who works in jobs that do not require that level of 
education.  

This shows that workers in Outer Melbourne and New Growth Areas are more 
likely to be overqualified, with higher rates in disadvantaged areas like 
Doveton and Dandenong in the Southern Metro Region, Epping and 
Craigieburn in the Northern Metro Region, and Rockbank and St Albans in the 
Western Metro Region. These areas have high migrant populations. Migrants 
often work in lower skilled jobs if their foreign qualifications are not 
recognised or local accreditation cannot be obtained, or when there is a 

general mismatch between their skills and skill gaps in the labour market. 

Overqualified and underutilised workers tend to have lower job satisfaction, a 
poor employment future and a long-term wage penalty – factors that 
contribute to long-term disadvantage. The next theme indicates that these 
areas also coincide with the most disadvantaged suburbs of Melbourne. 

Some of these patterns may be due to individual preference as people trade 
off wages for lifestyle factors, such as work-life balance, or to live in areas with 
lower real estate prices. However, there may be many workers in Outer 
Melbourne who cannot access adequate employment opportunities. Deloitte 
(2018) estimated that low labour market participation and worker productivity 

on the fringes of Melbourne cost the economy $3.3 billion per annum. 

FIGURE 46: OVERQUALIFIED WORKERS WITH A BACHELOR’S DEGREE OR HIGHER (2016) 

 

Note: ‘Overqualified workers’ have at least a bachelor’s degree level education and work in jobs that 

do not require that skill level (see the appendix for the full method). Location is SA2 place of residence.  

Source: SGS Economics and Planning, derived from ABS Census 2016 
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Community health services  
Access to community health services and resources6 (surveyed by DHHS) is 

shown Figure 47. 

The shares are moderately even across different LGAs, with those in the 
Southern and Western metro regions mostly below metropolitan and State 
average. The availability of local services and resources and ability to access 
them due to the limited transport options may be a factor. LGAs in the Inner, 
Inner South East and Eastern metro regions generally have higher percentages 
of people with access to community services due to the more diverse 
transport options and higher public transport service frequency. 

 

                                                             
6 Community health services are provided to the community alongside general health practitioners and 
privately funded services to support the primary health services in Victoria. The scope of community 

FIGURE 47: SHARE OF POPULATION WHO CAN DEFINITELY ACCESS COMMUNITY HEALTH 
SERVICES AND RESOURCES (2015) 

 

Source: DHHS Local Government Area Profiles 2015  

health services can also include human services such as drug and alcohol rehabilitation, post-acute care 
and disability care.  
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Internet service 
People’s ability to access the internet, and all the service and communication 
benefits it offers, is essential. While internet services are relatively affordable, 
household income and socio-economic conditions can affect a household’s 
ability to have a home internet connection. With internet access from mobile 
phones and availability of public Wi-Fi, households can avoid the additional 
costs of internet at home. 

Household access to internet, as shown in Figure 48, is the proportion of 
households that have internet services at home. In every LGA, more than 80 
per cent of households have access to internet at home, although a few are 
lower than metropolitan and State averages. In the Shire of Nillumbik 94 per 
cent of households have access to internet from home. Lowest rates of access 
to internet were in the City of Brimbank at 82 per cent of households, 
followed by Darebin and Greater Dandenong LGAs at 83 per cent of 
households. 

LGAs in Inner Metro, Inner South East and Eastern metro regions that have a 
higher average income also have higher access to internet rates and are higher 
than the State and metropolitan averages. Northern, Western, and Southern 
metro regions show more variety in access to internet from home.  

Overall, access to internet services from home in metropolitan Melbourne is 
relatively common. 

FIGURE 48: ACCESS TO INTERNET (2016) 

 

Source: ABS Census 2016 
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Access to open space  
Access to open space is an essential part of wellbeing, and the diversity of 
open space can provide the population with greater choice and benefits. The 
Victorian Planning Authority (VPA) open space data set defines open space 
across 13 categories. This has been aggregated into three categories: 

▪ Green space – including conservation reserves, natural and semi 
natural open space, and parks and gardens 

▪ Mixed – including services and utilities reserves, sportsfields and 
organised recreation, government schools, non-government schools, 
tertiary institutions, recreation corridors and transport reservations. 

▪ Built – including cemeteries and civic squares and promenades 

The aggregate area of open space, measured in hectares, is shown on top of 
the columns in Figure 49. Overall, the Eastern Metro Region has the largest 
amount of open space, followed by the Southern, Northern and Western 
metro regions. Comparatively, the Inner Metro and the Inner South East 
metro regions have smaller amounts of open space, due mainly to high 
housing density and the smaller size of these regions relative to other 
metropolitan regions. The Inner Metro and Inner South East metro regions 
make up 0.8 per cent and 1.8 per cent of metropolitan Melbourne 
respectively. 

 

The primary type of open space varies between regions. Figure 49 illustrates 
the open space components of each region across the three categories. Green 
open space is largest in every region except for Inner Metro and Inner South 
East metro regions, potentially because of the dense populations relative to 
other regions. Mixed open space is most prominent in these regions. 

Functions vary with the different types of open space. Built space is good for 
recreation, as is mixed open space. Green space can also be important 
habitats, contribute to biodiversity outcomes, while providing places for 
residents. 

Access to a range of open space types gives access to a range of benefits. 
Figure 48 shows access to different green space types (see notes for 
classifications). Most areas within the UGB have access to a diverse range of 
open space, with New Growth Areas the exception. While plans have been 
made in these areas, their development has yet to occur and population is yet 
to fill in. Outer Melbourne suburbs have the least access to a range of open 
space. 
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FIGURE 49: EXISTING OPEN SPACE TYPES (2017) 

 

Source: Based on data - State of Victoria (Victorian Planning Authority), 2017 

Note that this graph does not consider proposed open space. Aggregate area (hectares) of open space 

shown on top of columns. 

 

 

FIGURE 50:ACCESS TO NUMBER OF DIFFERENT GREEN SPACE TYPES 

 

Note: Green space types include: 1) green and public, 2) green and restricted public, 3) mixed and 

public, 4) mixed and restricted public, 5) built and public, 6) built and restricted public 

Source: Based on data - (State of Victoria (Victorian Planning Authority), 2017c) 
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THEME FOUR: 
INEQUALITY AND 
DISADVANTAGE 

 

Quality of life 
Overall, Melbourne is a very wealthy and healthy city. Its consistent ranking at 
or near the top of global liveable city lists reflects high incomes, quality 
housing, job opportunities, high amenity, access to services and other factors. 
However, Melbourne’s residents do not enjoy these outcomes evenly across 
the city. The degrees of inequality, including spatial inequality, mean that the 
quality of a person’s lifestyle may be dictated by where they live. 

Households in the Inner and Inner South East metro regions tend to have 
higher incomes, higher skills and higher levels of wellbeing than households in 
Outer Melbourne. The preceding themes in this report explain much of this 
pattern; there are more job opportunities and better access to services in 
Inner Melbourne and there are limited housing options for people wanting to 
live in those areas. There are serious implications for those experiencing 
inequality, including economic consequences such as lower productivity, 
economic inefficiency, lower growth and more instability (a comprehensive 

summary is given in Stiglitz, 2012).  

These patterns are confirmed when multiple disadvantage indicators are 
combined into the ABS Socio-Economic Indexes for Areas (SEIFA). Figure 51 
illustrates the relative levels of disadvantage across Melbourne using SEIFA 
and Table 4 details the top and bottom ranked suburbs areas. Green areas 
indicate higher levels of advantage and tend to be in the inner east, such as 
Glen Iris, Ivanhoe and East Melbourne, or in the inner south, such as Brighton, 

Toorak and South Yarra. 

Red areas indicate higher levels of disadvantage. The most disadvantaged 
areas tend to cover large areas to the outer northern, outer western and outer 
south-eastern suburbs; for example, Broadmeadows, St Albans and Doveton, 
which are all in the top 10 most disadvantaged suburbs. Disadvantage is not 
only limited to outer suburban areas. There are smaller pockets of 
disadvantage in socio-economically advantaged central city areas (Figure 52). 
Many of these are centred around social housing developments, such as in 
Richmond, Flemington, Port Melbourne and South Melbourne. There is also a 
degree of concentrated disadvantage in the CBD.  

KEY INSIGHTS  

▪ Melbourne’s residents have a high quality of life on average, but 
the variations in income, housing and access to jobs and services 
result in spatial inequalities across the city. 

▪ There are large areas of disadvantage around the Outer 
Melbourne suburbs of Dandenong, Broadmeadows and St 
Albans. There are also smaller pockets of disadvantage in 
otherwise wealthy Inner Melbourne areas, often around social 
housing developments. 

▪ People who live in disadvantaged areas often experience higher 
rates of crime. There is also a higher prevalence of homelessness, 
child developmental vulnerability, poorer post-education 
pathways and poor health outcomes. 

▪ Mobility between levels of relative advantage can ameliorate the 
poor outcomes that arise from inequality. There is a degree of 
upward mobility for some areas of Melbourne.  

▪ By contrast, there are areas of advantage and disadvantage. 
Suburbs in the Inner South East Metro Region have been some of 
the most advantaged in the city for at least 20 years, while others 
like Dandenong, Reservoir, Broadmeadows, Sunshine and 

Werribee have long been disadvantaged.  
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FIGURE 51: SEIFA INDEX OF RELATIVE DISADVANTAGE – GREATER MELBOURNE (2016) FIGURE 52: SEIFA INDEX OF RELATIVE DISADVANTAGE – INNER MELBOURNE (2016) 

  

Source: SGS Economics and Planning, derived from ABS Census 2016 Source: SGS Economics and Planning, derived from ABS Census 2016 

WHAT IS SEIFA? 

The ABS Socio-
Economic Indexes 
for Areas, or SEIFA, 
is a suite of four 
indexes that rank 
locations according 
to relative socio-
economic 
advantage and 

disadvantage.  

This report uses the 
Index of Relative 
Socio-economic 
Disadvantage, a 
general index that 
summarises 
information about 
employment, 
income, 
occupations, skills, 
household 
characteristics and 
disadvantage risk 
factors, such as 
disability and 
English proficiency.  
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TABLE 4: TOP AND BOTTOM RANKED SA2 LOCATIONS, BY SEIFA SCORE (2016) 

Rank Top Ranked Suburbs Rank Bottom Ranked Suburbs 

1 Glen Iris - East 305 Broadmeadows 

2 Ivanhoe East - Eaglemont 304 Campbellfield - Coolaroo 

3 East Melbourne 303 Meadow Heights 

4 Beaumaris 302 Doveton 

5 Research - North Warrandyte 301 St Albans - South 

6 Surrey Hills (West) - Canterbury 300 Dandenong 

7 South Yarra - West 299 St Albans - North 

8 Toorak 298 Springvale 

9 Mount Eliza 297 Kings Park (Vic.) 

10 Surrey Hills (East) - Mont Albert 296 Sunshine North 

Source: SGS Economics and Planning, derived from ABS (2018), cat. no. 2033.0.55.001, Socio-Economic 

Indexes for Australia (SEIFA), 2016 

Poorer outcomes in disadvantaged areas 
Figure 53 to Figure 56 show different indicators of disadvantage across the 
regions and LGAs of Melbourne: crime rate, the prevalence of homelessness, 
early childhood developmental and life expectancy at birth. 

The crime rate is measured as the number of offences in an area as a 
proportion of the resident population. The Inner Metro Region as a hub of 
population, employment and visitation has high crime rates compared to the 
rest of the city. The remaining regions have much lower crime rates, although 
LGAs within each region with relatively moderate offence rates include: 

▪ Stonnington in the Inner South East Metro Region 
▪ Maribyrnong and Brimbank in the Western Metro Region 
▪ Mitchell, Darebin and Hume in the Northern Metro Region 
▪ Knox and Maroondah in the Eastern Metro Region 
▪ Greater Dandenong and Frankston in the Southern Metro Region. 

Most of these areas tend to coincide with the lower SEIFA rankings, such as 
Greater Dandenong LGA. However, others like the City of Stonnington are in 
relatively wealthy and well off LGAs. 

There are similar patterns for the prevalence of homelessness. The highest 
rates of homelessness appear in the Inner Metro Region as well as the Greater 
Dandenong, Maribyrnong and Brimbank LGAs. Some areas like Casey LGA have 
a moderate rate of homelessness relative to the broader population, but still 
have a large overall number of people experiencing homelessness. Other areas 
like Maribyrnong LGA have a moderate number of people experiencing 
homelessness but high rates compared to the rest of the population. The 
higher rate of homelessness indicates a pocket of extreme disadvantage, 

which again is reflected in the SEIFA maps. 

Child developmental vulnerability is measured by the number of first year 
school students who indicated vulnerability on two or more domains when 
surveyed. These domains include physical health and wellbeing, social 
competence, emotional maturity, language and cognitive skills, 
communication skills and general knowledge. The highest rates of child 
vulnerability appeared in the Yarra, Mitchell, Brimbank, Hume, Greater 
Dandenong and Casey LGAs. It appears that these early risk factors flow 
through to later life; the life expectancy at birth of residents from most of the 
LGAs with above-average child vulnerability are generally lower. They also 
have higher rates of unemployment or disengagement from both work and 
study (that is, they are not in the labour force).  

Females had a longer life expectancy at birth than males in all LGAs. The 
shortest life expectancy for women was in Melton, Hume and Knox LGAs. For 
men the shortest life expectancy was in Maribyrnong, Melton and Greater 
Dandenong LGAs. 

Overall, the charts show consistently high indicators of disadvantage in a 
select few areas of metropolitan Melbourne. People who live in these areas 
may face challenges on multiple fronts and will face barriers to social and 
economic participation in communities and workplaces. These are only a 
selection of the social indicators used in this project; a more comprehensive 
analysis of social disadvantage is available in each regional ESE profile.
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FIGURE 53: CRIME RATE, BY LGA (2017-2018) FIGURE 54: PREVALENCE OF HOMELESSNESS, BY 
LGA (2016) 

FIGURE 55: CHILDREN DEVELOPMENTAL 
VULNERABILITY, BY LGA (2015) 

FIGURE 56: LIFE EXPECTANCY AT BIRTH, BY LGA 
(2015) 

   

 

Source: SGS Economics and Planning, derived from Crime 

Statistics Agency (2018) 

Source: SGS Economics and Planning, derived from ABS 

Census (2016) 

Source: SGS Economics and Planning, derived from Social 

Health Atlases (2015) 

Source: DHHS Local Government Area Profiles - 2015 
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Disadvantage is entrenched in some areas 
Figure 57 shows areas of metropolitan Melbourne consistently in the top 
SEIFA rankings of advantage and the bottom rankings of disadvantage for the 
last two decades. The Inner South East Metro Region is the traditionally more 
socio-economically advantaged region of the city; every suburb in this region 
has been in the top 40 per cent of suburbs since 1996, and most of those have 
been in the top 20 per cent. There are also areas of ‘entrenched advantage’ 
around Port Phillip Bay and some of the leafy outer areas to the north east and 
east of the city. 

There are fewer areas of entrenched disadvantage than entrenched 
advantage. These areas include the large outer areas of widespread 
disadvantage, including the suburbs of Dandenong, Doveton, Reservoir, 
Broadmeadows, Sunshine and Werribee. Some central city pockets are also in 
this category, including parts of Fitzroy, Collingwood and North Melbourne. 

Figure 58 highlights locations that have been lifted out of disadvantage since 
1996. Some areas surrounding the large disadvantaged suburbs in the south 
east, north and west have moved out of the lower SEIFA classification. This 
includes parts of Lyndhurst, Cranbourne West, Wollert, Caroline Springs and 
Truganina. Disadvantaged households may still be living in these areas, but 
over time, as more advantaged households have moved in, the SEIFA index for 
the area has changed.  

Parts of the inner north and inner west have also become relatively more 
advantaged. Older industrial suburbs, such as Brunswick, Coburg, Yarraville 
and Ascot Vale, have transitioned to residential, requiring housing and good 
access to the central city. 

This analysis focuses on spatial inequality but there is also substantial 
inequality within locations as well as between them. Further, many individuals 
have moved into and out of disadvantaged locations, and up and down the 
income distribution. For example, many of the areas with entrenched 
disadvantage are those with large social housing developments. Social housing 
has traditionally supported people through challenging times to ultimately 
move out to private accommodation and better circumstances. However, 
limited supply and increased targeting of the social housing system has led to 
falling dwelling turnover rates (Wiesel, et al. 2014). Ultimately, this means 

more entrenched disadvantage for individuals in social housing and 

communities with large social housing developments. 

FIGURE 57: LOCATIONS OF ENTRENCHED ADVANTAGE AND DISADVANTAGE (1996-2016) 

 

Note: Highlighted SA2s indicate areas which have stayed in the top/bottom 20-40 per cent of SEIFA 

rankings in every Census year between 1996 and 2016. 

Source: SGS Economics and Planning, derived from ABS Census 2016 
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FIGURE 58: LOCATIONS OF UPWARD MOBILITY (1996-2016) 

 

Note: Highlighted SA2s indicate areas which have moved up the SEIFA rankings from the bottom 40 per 

cent and stayed out since either 1996, 2001, 2006 or 2011.  

Source: SGS Economics and Planning, derived from ABS Census 2016 

Rising property prices 
Figure 59 shows the relationship between property prices and distance from 
the CBD since 2001. Property prices generally decrease further from the CBD. 
Property prices have increased in all areas between 2001 and 2016 and the 
scale of increase has been greater for locations closer to the CBD - particularly 
for properties within 20 km from the CBD, as shown by the steeper gradient of 
the fitted curve for 2016 when compared to 2001. The greater increase in 
house prices in the central city makes it harder for people to move closer to 
the city, even if they have bought in an outer suburb. This has implications for 
inequality and social mobility across the city. 

FIGURE 59: HOUSE PRICES BY DISTANCE FROM CBD 2016 

 

Source: SGS Economics and Planning, derived from Valuer-General Victoria 

Rising property prices mean that housing affordability is decreasing across all 
regions. Mortgage stress is defined as households earning wages below the 
40th percentile of the Victorian average and spending more than 30 per cent of 
their income on mortgage repayments. ABS Census data indicates that the 
share of metropolitan Melbourne households in mortgage stress increased 
from 10 to 12 per cent between 2011 and 2016. 
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Rental stress measures the percentages of total households renting with 
income below the 40th percentile and whose rental costs are more than 30 per 
cent of their income. 

Figure 60 presents the percentages of households under mortgage stress 
across metropolitan Melbourne and Figure 61 shows rental stress. Areas with 
the higher percentages of households under mortgage stress are in every 
region, such as the Melbourne CBD in the Inner Metro Region, Campbellfield 
and Coolaroo in the Northern Metro Region, St Albans and Kings Park in the 
Western Metro Region, and Dandenong and Doveton in the Southern Metro 
Region. 

Areas with lower percentages of mortgage stress tend to be in Inner 
Melbourne suburbs and some Middle Melbourne suburbs where there are 
higher percentages of high-income households and older houses that are 
more likely to be fully owned without mortgages. The Inner South East Metro 
Region has the lowest rates of households in mortgage stress. 

While most parts of Inner Melbourne have relatively lower proportions of 
households in mortgage stress, differences in mortgage stress can be 
observed in parts of Middle to Outer Melbourne, such as Brimbank in the 
Western Metro Region, Moreland and Hume in the Northern Metro Region, 
and Greater Dandenong in the Southern Metro Region. Figure 59 shows house 
prices are generally higher closer to the CBD; households under mortgage 
stress are unlikely to be able to afford to move closer to the central city and 
associated employment opportunities. 

In general, the percentage of households in rental stress is greater than those 
in mortgage stress because lower-income households are less likely to own a 
home. Areas with lower percentages of households in rental stress tend to be 
closer to the CBD, particularly in the Inner and Inner South East Metro regions. 
Households in these areas generally have higher incomes to support housing 
costs. Places further from the CBD such as Point Cook, Sandhurst, Narre 
Warren North, Glen Waverley, Templestowe and Doncaster also have low 
percentages of households in rental stress. These areas have historically been 
wealthier and have relatively lower rents compared to the Inner and Inner 
South East metro regions. However, rental stress does not always decrease as 
the distance to the CBD increases. In comparison to mortgage stress, areas 
with lower percentages of households under rental stress are more 
concentrated in Inner Melbourne. 

Pockets with higher shares of rental stress also appear in central city areas, 
such as Collingwood, Fitzroy and Richmond. Areas with lower shares of rental 
stress (0-20 per cent) are more scattered across regions than areas with 
mortgage stress. 
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FIGURE 60: MORTGAGE STRESS ACROSS METROPOLITAN MELBOURNE, BY SA2 (2016) 

 

Source: SGS Economics and Planning, derived from ABS Census 2016 

 

FIGURE 61: RENTAL STRESS ACROSS METROPOLITAN MELBOURNE, BY SA2 (2016) 

 

Source: SGS Economics and Planning, derived from ABS Census 2016 
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Social housing 
Social housing in Victoria is provided and managed by the Victorian 
Government and non-for-profit community housing organisations. Social 
housing is provided for low income people who have experienced 
homelessness or domestic violence or who have special needs. With the rising 
property prices and associated mortgage and rental stress, demand for social 

housing is high. 

Figure 62 presents the share of housing stock that is social housing in 
metropolitan LGAs. The share of social housing as a proportion of total 
dwellings has generally decreased between 2011 and 2016 in each region, due 
to the relatively large increase in recent dwelling construction. This suggests 
that social housing supply might not keep up with demand in the long term as 
housing affordability in metropolitan Melbourne continues to decrease. 

The percentages of social housing are generally lower than five per cent, 
except for the City of Yarra and the City of Maribyrnong. City of Yarra has a 
more social housing in Richmond, Abbotsford, Collingwood and Fitzroy, 
whereas social housing in the City of Maribyrnong is concentrated in 
Footscray.  

 

FIGURE 62: PERCENTAGE OF SOCIAL HOUSING (2011-2016) 

 

Source: SGS Economics and Planning, derived from ABS Census 2011 & 2016 
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THEME FIVE: 
ENVIRONMENTAL 
VULNERABILITY 

Population growth and climate change  
A healthy and safe environment is important to the economic prosperity of 
metropolitan Melbourne. The environment can pose direct threats to human 
life and wellbeing through disasters such as flooding and fire, while also 
contributing to wellbeing through ecosystem services such as air filtration 
services by trees and nutrient provisioning by soil to support agriculture. 
Systemic changes to the environment can affect its capacity to provide these 
services. The types of links between ecosystems and humans are shown in 
Figure 64.  

Metropolitan Melbourne’s boundaries have increased since European 
settlement to meet economic and social objectives and to accommodate 
residential, agricultural and industrial uses. Large amounts of agricultural land 
continued to be to other land use types in Melbourne’s Rural Area and New 
Growth Areas between 2006 and 2010 (see  Figure 63). According to the VLUIS 
data, the largest amount of land has been converted in the Southern Metro 

Region.  

FIGURE 63:  AGGREGATE CHANGE IN AGRICULTURAL LAND USE, 2006-2016 

 

Source: Agriculture Victoria, 2018 

KEY INSIGHTS  

▪ Melbourne’s diversity of environmental assets contribute to its 
economic prosperity. 

▪ Climate change and population growth will influence the city’s 
environmental assets and the ecosystem services they provide, 
including Melbourne’s supply of food and water. 

▪ Melbourne’s assets are vulnerable to various environmental risks. 
For example, Ramsar wetlands are vulnerable to sea level rise and 
storm surge, and forested areas such as the Yarra Ranges are 
susceptible to bush fire. 

▪ Melbourne’s population is also vulnerable to multiple 
environmental risks. For example, populations in Doncaster East 
and Greensborough in the Northern Metro Region are vulnerable 
to heat, while residential areas in Wyndham LGA are at risk of 
flood. 

▪ Some forms of economic activity in Melbourne contribute to 
environmental vulnerability. For example, there are several sites 
in the Inner Metro Region where groundwater is contaminated. 

▪ There are varying levels of condition for Melbourne’s air, water 
and other environmental assets. Of significant concern is the 
declining quality of Melbourne’s river systems. 
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FIGURE 64: PROVISIONING, REGULATING AND CULTURAL SERVICES 

 

Source: IDEEA Group 

In the future, there may be pressure to extend the UGB to accommodate 
further population growth. Large areas of rural land and native ecosystems 
such as the grasslands to the west and forest to the east are potentially 
vulnerable. There will be pressure on recreational areas to provide ecosystem 
services and their capacity to do so may be strained. Key parks such as the 
Dandenong Ranges and the Mornington Peninsula National Park already 
attract more than 2 million visitors a year. 

Barring innovation in production technologies and/or helpful changes in 
consumer tastes and preferences, increased economic activity and trends like 

population growth will continue to contribute to another global trend, climate 
change. Climate change has serious consequences for the livelihoods of 
humans and the ecosystem. This includes risks for infrastructure as well as 
water security, primary production, tourism, health and the community 
(Climate Ready Victoria, 2015). Climate change also has consequences for the 
natural environment. It is linked to ecosystem degradation, decreasing species 
diversity and abundance, changing vegetation structure and genetic loss. 
Some of these effects are described below. 

Melbourne’s Rural Areas produce fresh foods, particularly fresh fruit and 
vegetables, but also eggs and chicken meat, and some beef, lamb, pork and 
dairy, representing around 47 per cent of the vegetables grown in Victoria and 
around eight per cent of fruit (Sheridan, Larsen, & Carey, 2015). 

With the city’s population predicted to grow to at least 7 million by 2050, 
Melbourne will require 60 per cent more food to meet the population’s needs. 
By 2050, around 16 per cent of the farmland in Melbourne’s Rural Areas could 
be lost if long-term urban density trends continue, including up to 77 per cent 
of farmland in the inner foodbowl (Sheridan, Larsen, & Carey, 2015). 

Melbourne’s water catchments are also vulnerable to issues such as climate 
change and population growth. Climate change is likely to affect the reliability 
of the stock of water that people need, particularly in the Yarra Ranges, while 

population growth will increase demand for water provisioning services. 

Melbourne Water plans against several scenarios. Under a high demand and 
high climate change scenario, water levels will become critical in 2028, while 
in the medium demand and medium climate change scenario, water levels will 
become critical in 2043. With lower demands and lower climate change 
impacts, water levels will be sufficient beyond 2065. The scenarios are 
generally similar across all areas of metropolitan Melbourne. 
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FIGURE 65: TEMPERATURE AND RAINFALL CHANGE FROM 1950-2015 

 

Source: Climate Ready Victoria 2015 

Environmental hazards 
The geography of Melbourne and its environmental features mean that 
populated areas and environmental assets are vulnerable to environmental 
hazards. The benefits obtained from ecosystem services are linked to the 
capacity of environmental assets to provide ecosystem services. Information 
on the following hazards has been used determine the vulnerable populations 

and environmental assets: 

▪ flooding 
▪ sea level rise and storm surge 
▪ bush fire 
▪ heat vulnerability 
▪ urban heat islands. 

As the climate becomes more volatile, the frequency and magnitude of events 
that make populations and environmental assets vulnerable are expected to 
rise. Further, as the population grows and demand for residential land 
increases, land values in vulnerable areas may fall in relative terms, potentially 

increasing demand from people in lower socio-economic groups. These 
dynamics will continue to affect the composition of demand for ecosystem 
services, the burden of risks from environmental hazards and requirements for 
infrastructure. 

Different metropolitan areas are at risk of flood depending on the probability 
of the rainfall event and its location (Figure 66). The Western Metro Region is 
the only area where there is land at risk of very significant events that are 
expected less than 1 in 100 years. A large proportion of this area is residential 
land in the City of Wyndham. Concerning 1 in 100 year events, the Western 
Metro Region and the Eastern Metro Region are most vulnerable in riparian 
areas adjacent to the Yarra River. Primary production areas are the most 
vulnerable land use type in these riparian areas with residential land close 
behind. In the remaining regions, residential land is the most vulnerable type 

of area. 

Sea level rise is a prominent risk in coastal areas of the Western Metro Region 
and the Southern Metro Region (Figure 67). In the Western Metro Region 
conservation reserves, particularly the Ramsar wetlands, are the most affected 
land use type. In the Southern Metro Region, residential land will be most 
affected by 2070, and primary production areas will be the most affected land 
use type by 2100. Affected areas are those along Westernport Bay and 
wetlands in Patterson Lakes. Beachside suburbs such as Elwood and St Kilda 
are also vulnerable to sea level rise in the Inner South East Metro Region and 
the Inner Metro Region, as are low-lying areas in the Inner Metro Region such 
as Southbank. Similar areas are also at risk of sea level rise with storm surge; 
however, the total area at risk is greater and residential land is more likely to 

be affected. 
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FIGURE 66: MODELLED FLOOD EXTENT, METRO REGION 

 

Source: Based on data - (State of Victoria (Department of Environment, Land, 2018b) 

FIGURE 67: AREA AFFECTED BY PROJECTED SEA LEVEL RISE, (2009-2100) 

 
Source: Based on data - (State of Victoria (Department of Environment, Land, 2018c) 
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FIGURE 68: INNER MELBOURNE BAY AREA AFFECTED BY PROJECTED SEA LEVEL RISE (2009-

2100) 

 
Source: Based on data - (State of Victoria (Department of Environment, Land, 2018a) 

FIGURE 69: SOUTHERN BAY AREA AFFECTED BY PROJECTED SEA LEVEL RISE, (2009-2100) 

 

Source: Based on data - (State of Victoria (Department of Environment, Land, 2018a) 

FIGURE 70: SOUTH EAST BAY AREA AFFECTED BY PROJECTED SEA LEVEL RISE, (2009-2100) 

 

Source: Based on data - (State of Victoria (Department of Environment, Land, 2018a) 
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Large connected areas of the Northern and Eastern Metro regions are 
vulnerable to bush fire (Figure 71). The Dandenong Ranges, Yarra Ranges, 
Bunyip State Park and Kinglake National Park are all vulnerable. Much of the 
areas at risk provide important ecosystem services. For instance, the Yarra 
Ranges is a protected catchment and supplies over 75 per cent of water to 
Melbourne’s reservoirs. Further, the Yarra Ranges also provides numerous 
opportunities for recreation. In some cases, bush fire encroaches on suburban 
areas such as Belgrave and Lysterfield in the Eastern Metro Region, and 
Warrandyte and Templestowe in the Northern Metro Region. There are also 
large areas of the Shire of Mornington Peninsula at risk. 

All regions have pockets of population that are vulnerable to heat (Figure 72). 
Heat vulnerability considers factors such as urban heat islands, demographics 
and adaptability to deal with heat events. Suburbs with areas of high heat 
vulnerability include Bentleigh in the Inner South East Region, Doncaster East 
and Greensborough in the Northern Metro Region, Middle Park and 
Southbank in the Inner Metro Region, and Point Cook in the Western Metro 
Region. Areas with low heat vulnerability are in less populated areas in the 
Eastern Metro Region and the Southern Metro Region. 

Loughlan et al. (2013), describe areas that are vulnerable and how this is 
related to ambulance call outs on hot days. Loughlan used several 
environmental, health and demographic variables to develop the vulnerability 
index for heat stress by post code. The analysis showed that heat vulnerability 
correlates well with ambulance call outs on extreme heat days. It also shows 
that ambulance call outs are high in some coastal locations, which could be 
related to visitor numbers during hot periods. 

In addition to affecting health and comfort, urban heat islands – the difference 
between regional and city temperatures – are linked to increased energy 
consumption, stress on road and rail infrastructure and reduced water quality. 
Urban heat islands are more evident in the Western Metro Region and the 
Northern Metro Region, likely due to lack of tree coverage. Research by Sun et 
al. (2018) found that tree canopy cover is associated with a lower heat island 
effect. Notably, areas vulnerable to heat do not always match with areas 
affected by urban heat islands (Figure 73). This highlights that other factors 
should be considered when determining vulnerable populations such as 
adaptability to heat and demographics.  

FIGURE 71 BUSH FIRE RISK OVERLAY, METRO REGION 

 

Source: Based on data - (State of Victoria (Department of Environment, Land, 2018a) 
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FIGURE 72 HEAT VULNERABILITY INDEX, 2014 

 
Source: (Sun et al., 2018) 

FIGURE 73 URBAN HEAT ISLAND EFFECT, 2014 

 

Source: (Sun et al., 2018) 
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Environmental assets and ecosystem services  
Economic activities such as industrial activity and transport provide risks or 
costs beyond economic costs, such as impacts on the environment when the 
stock of environmental assets is depleted and/or degraded and a reduced 
capacity to provide ecosystem services. For example, a farmer may use 
fertiliser as part of standard farming practice but this could lead to flows of 
nitrogen into neighbouring waterways, lower water quality and increased 
costs to those using the water. Common examples of environmental 
externalities include contamination (presence of concentrations above natural 
level) and pollution (introduction of substances that cause harm to the 
environment). The social costs of greenhouse gas emissions are also 
recognised as reflecting a significant negative externality. 

 

Minimising the flow of greenhouse gas emissions, solid waste and wastewater 
can stem the depletion and/or degradation of environmental assets. In turn, 
this should protect the flow of ecosystem services (including provisioning, 
regulating and cultural services).  

There are three types of locations that highlight where economic activity 
might be contributing to negative environmental effects. These are: 

▪ landfill sites 
▪ EPA priority sites 
▪ contaminated ground water sites. 

Landfill sites (Figure 74) produce harmful gases and pollute water and soil in 
the local environment.  

The distribution of active and non-active landfill sites across metropolitan 
Melbourne varies. There are concentrations of open landfill sites close to 
Springvale and Narre Warren in the Southern Metro Region, as well as 
numerous landfill sites located in the Western Metro Region and the Northern 

Metro Region. Closed sites pose risks to groundwater through waste 
decomposition and to the atmosphere through the release of greenhouse 
gases, primarily methane. Many of the closed landfill sites are in the inner 
areas of the Eastern and Southern metro regions. 

FIGURE 74: LANDFILL SITES, METRO REGIONS 

 

Source: Based on data - (EPA Victoria, 2018a, 2018c) (EPA Victoria, 2018b) 

HOW DO EXTERNALITIES OCCUR? 

Negative externalities occur when the private cost of an action does not equal 
the social cost of an action. In an unregulated market, the difference between 
these costs (or lost benefits) often is not internalised by the economic actors 
directly involved and can lead to negative outcomes for others. 
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Areas of industrial activity can be associated with risks such as contamination 
and pollution. Contaminated groundwater (Figure 75) and poor air quality 
(Figure 77) concentrate in many locations in the Inner Metro Region and in 
locations adjacent to it. Contaminated groundwater sites are also 
concentrated in Keysborough, which is located close to many open landfill 
sites. 

EPA priority sites (Figure 76) recognise areas that pose risk to the 
environment. EPA priority sites are concentrated in the inner areas of the 

Western and Southern metro regions, and in the Northern Metro Region.  

FIGURE 75: CONTAMINATED GROUNDWATER SITES 

 

 

FIGURE 76: EPA PRIORITY SITES 

 
Source: EPA 
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Assessing the condition of environmental assets and the effect that economic 

activity has on them considers air quality, water quality and tree canopy cover. 

Figure 77 shows the trend in one measure of air quality, Particulate Matter 10 
(PM10) in various locations between 2003 and 2014. PM10, a measure of the 
amount of particle pollution smaller than .01mm in diameter in the 
atmosphere, is close to the upper limit of acceptable levels in almost all 
locations. Flows relative to acceptable limits appear to have stabilised since 
falling between 2009 and 2010, with the exception of Brooklyn. The result for 
Brooklyn has been driven by the presence of major unsealed roads which have 
since been sealed (EPA, 2018). Based on only this measure, the potential 
effect of poor air quality on health outcomes has been reduced in most 
locations. 

FIGURE 77: LONG TERM AIR QUALITY THRESHOLD, METRO REGION 

 

Source: Based on data (EPA Victoria, 2014), annual is exceeded if PM10>25 

Stream condition is associated with habitat for flora and fauna, health 
outcomes and amenity quality. Good quality rivers and streams also provides 
recreation opportunities for residents. In metropolitan Melbourne, there is a 
low proportion of river reaches (a stretch of river between two points) where 

stream condition is good or excellent, as measured by the index of stream 
condition (Figure 78). This result is variable across the major rivers, with 
reaches in the Werribee and Yarra rivers having a higher proportion of reaches 
in good or excellent condition than reaches in Bunyip, Maribyrnong and 
Moorabool.  

Critically, the proportion of reaches in good/excellent condition is decreasing 
steadily. This suggests that upstream activities are continuing to negatively 
affect the condition, or that current management efforts are not able to stem 
continued degradation. There are several activities with the potential to affect 
stream condition such as industrial and agricultural activity. The data does not 
indicate the degree to which different activities contribute to changes in 
stream condition. 

FIGURE 78: PROPORTION OF REACHES IN GOOD/EXCELLENT CONDITION, METRO REGION 

 

Source: Based on data - (State of Victoria (Department of Environment, Land, 2014) 

Note: Numbers above columns show the number of reaches in good/excellent condition 

 

Tree canopy cover is the final condition measure. The benefits associated with 
higher tree canopy cover include amenity benefits, habitat for animals and 



 

 

Economic, Social and Environmental Profile: Metropolitan Inter-regional Report 70 

 

carbon storage. Tree canopy cover is also linked to lower urban heat island 

effects (Sun et al 2018).  

In metropolitan Melbourne, there are higher levels of tree canopy cover in the 
east of the Northern Metro Region and in the outer Eastern Metro Region. 
Closer to the central city, the Inner South East Metro Region has higher tree 
canopy cover when compared to inner areas of the Western Metro Region 
and the Northern Metro Region. The lack of temporal data means that trends 
in tree canopy cover cannot be described. 

FIGURE 79: TREE CANOPY COVER, WESTERN METRO REGION 

 

Source: (Clean Air and Urban Landscapes Hub, 2018) 
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APPENDIX A: ECONOMIC, SOCIAL AND ENVIRONMENTAL 
INDICATORS 

ECONOMIC INDICATORS 

▪ Employment location 
▪ Economic location 
▪ GRP 
▪ GVA by industry 
▪ Exports 
▪ Business formation 
▪ Effective job density 
▪ Capital investment 
▪ Labour productivity 
▪ Participation rate 
▪ Unemployment 
▪ Change in working age population 
▪ Household income 
▪ Public transport 
▪ Travel origins and destinations 
▪ Freight and road networks 
▪ Freight and business trips 
▪ Households with vehicles 
▪ Access to internet 
▪ Skill levels 
▪ Employment concentration of industries 
▪ Location quotient 

 

SOCIAL INDICATORS 

▪ Recent population growth 
▪ Population by age group over time 
▪ Age dependency 
▪ Migration 
▪ Cultural mix 
▪ Housing price 
▪ Housing typology 
▪ SEIFA – Index of Relative Socio-Economic 

Disadvantage 
▪ DOTE index 
▪ Education levels 
▪ Engagement with work or study 
▪ Hospital inpatient separations 
▪ Access to Community Care Services 
▪ Mental health and drug use 
▪ Home and Community Care Services 
▪ Ambulatory Care Sensitive Conditions 
▪ Access to general practitioners 
▪ Type 2 diabetes 
▪ Life expectancy at birth 
▪ Birth weight 
▪ Immunisation 
▪ Child protection substantiations 
▪ Development vulnerability 
▪ Crime 
▪ Wellbeing 

ENVIRONMENTAL INDICATORS 

▪ Open space, including green space 
▪ Land 
▪ Water assets 
▪ Canopy cover 
▪ Stream condition 
▪ Coastal and bay health 
▪ Air quality 
▪ Flood risk 
▪ Sea level rise 
▪ Bush fire 
▪ Urban heat island effect and heat risk 
▪ Contaminated groundwater and other sites 
▪ Access and use of green space 
▪ Visitation to parks 
▪ Water security 
▪ Renewable energy 
▪ Extractives industry 
▪ Waste 
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APPENDIX B: DATA SOURCES AND METHODS 

National Institute of Economic and Industry Research (NIEIR) Data 

The following NIEIR data was used: 

▪ Employment and regional accounts data 

Australian Bureau of Statistics (ABS) Data 

The following ABS data sets were used:  

▪ Business counts 
▪ Census 
▪ Estimated resident population (ERP) 

DELWP Housing Development Data  

Housing development data provides information on the number and location of existing dwellings, vacant residential land, and recent residential development across all 
land within metropolitan Melbourne. Data is prepared for all individual lots across Melbourne where there is an existing dwelling or where the lot is located in a land use 
planning zone that provides for residential uses. Data is available from 2005 to 2016. The Victorian State Government, Department of Environment, Land, Water and 
Planning (DELWP) is the custodian of this data.  

Economic Location Cluster Model 

SGS uses a DBSCAN model to identity economic locations. DBSCAN, or ‘Density-based spatial clustering of applications with noise’, is a commonly used clustering 
algorithm with many different forms of spatial data.  

The key steps and assumptions of the clustering method are: 

▪ Take input data from 2016 employment levels in SALUP small zones 
▪ Covert input data to ‘dot points’, each point is equivalent to 500 jobs 
▪ Set cluster parameters for a minimum of 5,000 jobs (10 points) within a 1km radius 
▪ Initial clusters are formed of core points, which meet the cluster definition are identified; a core point has a minimum of 9 other points within a distance of 1km 

from it which makes 5,000 total jobs 
▪ Larger clusters are then created by combining neighbouring core points (within 1km of each other). 

Two manual checks were made to finalise the clusters: 
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▪ Some logical inclusions were made that were not detected in the model. For example, some low density areas, such as industrial warehouses, still constitute part 
of a cluster from a functional and morphological perspective. 

▪ The Melbourne CBD was manually subdivided into smaller clusters, based on their morphology, densities and functional characteristics. 

Skill Level Analysis - Over Qualified Workers 

The ABS uses a multi-factor method to measure skill level that accounts for level of education, previous experience and on-the-job training required in an occupation. 

Skills are ranked from 1 (high) to 5 (low) and assignments are based on advice from employers, professional organisations and other groups (ABS, 2013). 

The ABS has assigned a skill level to each four-digit ANZSCO occupation. Occupations with the top skill requirement generally require a bachelor degree or at least five 
years of relevant experience, these include most managers occupations and all professionals occupations. 

Occupations with the bottom skill requirement generally require a Certificate 1 or secondary school education level. These include various labourer, sales and operator 
occupations. 

For the analysis in this report we used ABS Census 2016 to obtain data on the highest educational attainment, occupation and relevant skill requirement for persons 
between 25 and 64 years. Those with a bachelor degree or higher who worked in occupations with a skill requirement less than 1 were considered overqualified for their 
position.  

Effective Job Density 

SGS has developed a measure of EJD to analyse access to jobs, agglomeration and its related benefits.  

The measure is derived from the density and accessibility of all jobs across a region and is calculated using three variables: the travel times between locations, the 
transport mode of those trips and the employment levels those locations. 

EJD is estimated as follows: 

𝐸𝐽𝐷𝑖 = ∑ (
𝑃𝑇 𝑀𝑜𝑑𝑒 𝑆ℎ𝑎𝑟𝑒𝑗  × 𝐸𝑚𝑝𝑗

𝑃𝑇 𝑇𝑟𝑎𝑣𝑒𝑙 𝑇𝑖𝑚𝑒𝑖𝑗
+

(1 − 𝑃𝑇 𝑀𝑜𝑑𝑒 𝑆ℎ𝑎𝑟𝑒𝑗) × 𝐸𝑚𝑝𝑗

𝑃𝑉 𝑇𝑟𝑎𝑣𝑒𝑙 𝑇𝑖𝑚𝑒𝑖𝑗
)

𝑗

 

Where:   

EJDi is the Effective Job Density for zone i; 

PT Mode Sharej is the percent of work trips which involve public transport for zone j; 

Empj is the number of jobs/employment within zone j; 

PT Travel Timeij is the time it takes to travel on public transport from zone i to zone j; and 

PV Travel Timeij is the time it takes to travel by private vehicle from zone i to zone j. 
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PO Box 123
Franklin TAS 7113
+61 421 372 940
sgstas@sgsep.com.au

MELBOURNE
Level 14, 222 Exhibition Street
Melbourne VIC 3000
+61 3 8616 0331
sgsvic@sgsep.com.au

SYDNEY
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Surry Hills NSW 2010
+61 2 8307 0121
sgsnsw@sgsep.com.au
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