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Different types of modern
methods of construction

At scale, modern methods of construction
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EXECUTIVE SUMMARY

Australia is not building enough homes, and the homes we do build are
taking too long to complete. Projections point to a national shortfall of
between 200,000 and 300,000 dwellings against the National Housing
Accord target of 1.2 million new homes by 2029. Average construction
times have risen 40 per cent since the pandemic. A new standalone home
now takes 9.2 months to build. A new apartment building takes 2.4 years.

Meeting Australia's housing needs will require building more and building
differently. Modern methods of construction (MMC) encompass a range
of construction approaches that move building activity, wholly or partially,
away from the traditional on-site model. They can reduce construction
times by 20 to 50 per cent, cutting two to five months from the average
house build. At scale, they can cut construction costs by around 20 per
cent. A 20 per cent saving would reduce the construction cost of an
average apartment by more than $116,000. For a typical Sydney apartment
building, it could lower construction costs by over $13.6 million.

Despite these potential gains, modern methods of construction remain
a niche part of Australia's construction sector. The barriers to uptake

are mostly regulatory, though they also reflect the lack of industry

scale, which in turn hinders uptake further. Australia's regulatory
frameworks were designed for traditional on-site construction and

create compliance complexity, cost and uncertainty for MMC projects.
Financing structures tied to on-site progress milestones do not align with
off-site manufacturing processes, limiting access to capital for buyers
and producers alike. Fragmented development pipelines constrain the
scale needed to make MMC commercially viable. State-based transport
regulations add further cost and complexity.

International experience shows that when modern methods of
construction are embedded in national housing policy and supported by
consistent regulation, stable demand and targeted investment, adoption
can accelerate quickly.

Without coordinated policy action, uptake will remain constrained.
Realising MMC's potential in Australia requires reform across planning,
building standards, financing and transport, alongside investment in
workforce capability and pipeline certainty.



RECOMMENDATIONS

Set a national modern methods
of construction target

1.

The Federal Government
should set a target for the
delivery of MMC homes.
Creater adoption in social and
affordable housing should
lead this target, building

the demand certainty
manufacturers need to invest
at scale.

Examine and update the
regulatory framework

2. The 'Modernising the National

Construction Code' review
should deliver concrete reforms
to remove barriers to MMC. In
parallel, the Australian Building
Codes Board should publish
nationally consistent MMC
definitions as formal guidance
ahead of their incorporation into
the National Construction Code.

State and territory
governments should establish
dedicated modern methods
of construction approval
pathways.

Align finance with how modern
methods of construction are built

4. The Federal Government

should encourage
standardised MMC finance
products across the banking
sector.

State and Territory
governments should consider
low-interest finance for MMC
manufacturing facilities.

Deliver a revised transport
framework nationally

6. Transport Ministers, working

through the National Transport
Commission, should deliver
harmonised permit and escort
requirements for prefabricated
module transport, through the
next phase of Heavy Vehicle
National Law reforms.



CONCLUSION

Modern methods of construction offer real opportunities to improve
housing outcomes in Australia. The potential benefits are well
established through faster construction, lower costs at scale, and a
pathway to addressing the productivity decline that has affected the
construction sector for decades.

The barriers to realising these benefits are commonly regulatory

and financial. Regulatory frameworks built around traditional on-
site construction create compliance complexity for projects that are
constructed off-site. Financing structures tied to on-site milestones
do not align with off-site manufacturing. Fragmented development
pipelines make it difficult for manufacturers to invest at the scale
needed to make the economics work. Overseas examples show that
these barriers can be overcome, and that the benefits of doing so are
substantial.

Modern methods of construction are not a silver bullet. But they are a
tangible, evidence-based pathway to increase housing supply faster
than traditional construction methods can deliver. The productivity time
savings are measurable, and at scale, there could be real cost savings.



About CEDA

CEDA - the Committee for Economic Development of Australia - is an
independent, member-based public policy think tank. Our membership base
spans all sectors and every state and territory.

Our purpose is to achieve sustainable, long-term prosperity for all Australians.

For more than 60 years, CEDA has influenced Australia’s public policy debate
and been a catalyst for change on economic and social issues.

Led by Chair Christine Bartlett and Chief Executive Melinda Cilento, CEDA
carries on the legacy of renowned economist Sir Douglas Copland, who
founded CEDA in 1960.

Our work is guided by our Progress 2050 vision, which supports our purpose.

What we do

We welcome members who want to engage in informed debate and
explore innovative policy solutions.

We host events that bring together thought leaders, experts and
stakeholders to foster dialogue and develop solutions.

We produce rigorous research by engaging with government, business,
academia and the broader community to address long-term challenges
and deliver better outcomes for Australia.
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