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THE CONSTELLATION PROJECT
The Constellation project is driving 
action through collaboration we share 
a vision to end homelessness within a 
generation

Australia urgently needs housing 
for people on very low to 
moderate incomes. 
A strategy that can help 
is mandatory inclusionary zoning.
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We must urgently create more social and affordable housing. One 

strategy that can help is Mandatory Inclusionary Zoning (MIZ)

What is Mandatory Inclusionary Zoning?
Mandatory inclusionary zoning (“MIZ”) occurs when a specified affordable housing 
contribution is required from a private developer as a condition for development consent 
on a market housing (or other) project.  

This can be done either by a developer creating units of affordable housing within their 
project or elsewhere, or by paying an equivalent amount towards such housing. The 
affordable housing and monetary contributions delivered through MIZ should be owned 
and/or managed by a registered community housing provider. 

The MIZ proportion required in a development may vary according to local circumstances 
– but it should be a significant, not token, proportion. 

Some cities worldwide have required up to 50% MIZ, although such percentage figures 
need to be interpreted taking account of the defined form of ‘affordable housing’ to be 
provided (e.g. for low cost rent or sale), the specified duration of affordability (possibly in 
perpetuity, but sometimes only for 10 years) and the ultimate ownership of the dwellings 
involved. 

In London, for example, MIZ quotas of over 30% sometimes apply, but often include 
discounted homes for sale and/or for rent at prices only modestly below market rates.

In Sydney, the Greater Sydney Commission has proposed that market housing 
developments should generate an affordable rental housing contribution equivalent to 5-
10% of the additional floor space resulting from up-zoning .  

Preferably, the MIZ proportion should be calculated on the whole development, though 
some versions have applied it only to the post-rezoning “uplift” – this would of course 
reduce the total number of affordable homes created.

What difference can mandatory inclusionary zoning make?
Modelling of affordable housing outcomes for the period up to 2036 compiled by The 
Constellation Project shows; 

Creating these extra homes can greatly reduce homelessness, shorten social housing 
waiting lists. It can also help create a healthier housing economy for all.  

There is increasing recognition that MIZ could be one of a number of tools that 
governments could use to help address housing stress and homelessness in Australia.

Many tenant and community organisations, planning academics, community housing 
providers, local councils and politicians have expressed strong support for some form of 
inclusionary zoning. 

Mandatory Inclusionary Zoning 
could supply between 
32,000* and 160,000*

additional social and affordable 
homes in these three cities.

1 p.70 in: GSC (2018) A Metropolis of Three Cities: The Greater Sydney Region Plan. Sydney: Greater Sydney Commission
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Where has mandatory inclusionary zoning been done and what 
has resulted?

In the United States, MIZ has become an increasingly important means of generating 
affordable housing. Initially taken up in suburban communities in New Jersey, California 
and Massachusetts, it has been latterly adopted by many large cities including Baltimore, 
Chicago, Denver, New York, Philadelphia, Sacramento and Santa Fe . Under these 
schemes, developers must designate a given fraction of their housing output for low- or 
moderate-income households, usually in the range 5-25% . 

In the United Kingdom, local authorities have been empowered to mandate affordable 
housing contributions within private development projects since the early 1990s. The value 
of the developer obligations applied in 2016-17 in England (and channelled into affordable 
housing) equated to £4.1 billion ($7.5 billion AUD). The resulting homes may be for 
discounted home ownership, for sub-market rental (e.g. at 80% of market rates) or social 
rental (usually around 40-50% of market rates). Sometimes other subsidy is also involved 
but in 2017/18 some 25,000 affordable dwellings (including 3,000 social housing units) 
were generated with nil grant . 

In Australia NSW a form of MIZ has existed in designated zones in the City of Sydney for 
more than 20 years. In the Pyrmont Ultimo and Green Square renewal projects modest 
developer contributions have been channelled to affordable housing projects built and 
managed by CityWest Housing. However, because of their very limited application, these 
schemes have yielded only 750 affordable rental homes over more than two decades. So-
called MIZ programs in other states have been weak in form – e.g. where developers can 
fulfil obligations by including in their scheme a proportion of for-sale units priced at 
relatively low levels only by virtue of their small size.

Mandatory Inclusionary Zoning 
could supply between 
32,000* and 160,000*

additional social and affordable 
homes in these three cities.

How will Mandatory Inclusionary Zoning affect property developers?

All property developers prepare a financial budget or ‘feasibility’ prior to commencing a project.   

A feasibility estimates the project cost, the sales revenue, the developer profit, and – factoring in 
all of these elements – the resulting value of the land. MIZ obligations will affect the value of the 
land. In other words, the associated cost will be reflected by a lower land valuation. 

However, it should be noted that in Sydney, as an example, that average annual increase in the 
value of land over the last 30 years have been significantly above CPI increases. It is economically 
rational and reasonable that property developers, who take risks, make a profit.  MIZ should not 
put a rational property developer’s profit at risk.

What should be done?

The Constellation Project is working toward a reality whereby;

▸ State governments legislate to establish a consistent and reliable approach of at least 10% 
MIZ as a State requirement for all new housing developments

▸ Local councils ensure a requirement of at least10% MIZ as a condition for approval of all 
new developments

▸ The Australian Government will play its part by helping to establish national consistency in 
MIZ implementation, possibly through a COAG agreement

▸ Developers embrace MIZ policies as a necessary condition for diverse, healthy communities 
and the long-term interests of the housing sector and the Australian economy and society
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https://www.citywesthousing.com.au/

