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Abstract: This paper assumes an industry lens to examine the on-going practicality of small-scale, low-
rise adaptive reuse of unused building as residential developments. It includes an illustrative case study 
that tracks a local development company’s recent redevelopment of a small commercial building in 
Inner Melbourne, to be used as residences. The paper analyses its development in terms of profitability, 
sustainability and preservation, including design imperatives, administrative and regulative constraints, 
energy and sustainability ambitions and real estate market fluctuation. The paper concludes with a brief 
and speculative discussion on the practicality of adaptive reuse projects in Inner City Melbourne. 
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1. Introduction 

There is no hard and fast definition in terms of geographical boundaries of what is included in the term 
“inner-city Melbourne”. It is generally acknowledged that it includes the Central Business District, albeit 
that there is no real consensus as to what the CBD includes. To a large degree it depends on who is 
providing the definition, with realtors tending towards the most inclusive and urban planners tending 
towards the least inclusive. This paper assumes an equally open-ended definition: inner city Melbourne 
refers to CBD plus the parts of the surrounding suburbs that immediately border it: principally 
Docklands & Southbank, North Melbourne, Parkville, Carlton, South Yarra and East Melbourne. A rule of 
thumb is that residents can easily walk to the business district from their residences: a criterion that re-
emerges later in the paper. 

Any reference to population density requires contextualization. According to the Australian Bureau 
of Statistics (ABS, 2014), inner city Melbourne’s 2013 population density, the number of residents per 
square kilometer, was the highest anywhere in Victoria. Overall, Victoria had a population density of 
25/km

2
; Greater Melbourne had a population density of 440/km

2
 while inner city Melbourne had a 

population density of 12,400/km
2
. However, the data presented by the City of Melbourne indicates that 

in 2013, the City had a population of some 120,00 residents living in 40 square kilometers, which means 
a density of 3000/km

2. 
The discrepancy is mainly the result of which areas and which residents are 

included in the statistics.  
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The ABS records that inner city Melbourne’s residential population is growing at an average rate of 
about 4% annually, compared with a rate of 2.2% for Greater Melbourne (ABS, 2014). In fact, the growth 
of inner city Melbourne’s residential accommodation has barely kept up with the rate of re-population 
over the last two decades, which to a large degree is the result of the City’s urban accumulation strategy 
developed in the 1990s (Weller & Van Hulten, 2012). The vast proportion of the increased population 
that resides in the inner city is accommodated in high-rise apartment buildings.  Some areas, like 
Docklands, Southbank and the southern end of Carlton have seen the construction of large scale 
developments such as, for example, the Eureka Tower, a single construction that includes 556 
residential apartments accommodating some 2000 occupants. What all high-rise residential 
constructions have in common is that whatever was there before has been razed. 

Regardless of any societal, heritage and energy consideration, it is overall more immediately 
profitable to build a new apartment block than to adapt an existing building, which in effect means that 
adaptive reuse of extant buildings depends to a large degree on making their demolition illegal and 
therefore unlikely, which in turn may make their adaptive redevelopment desirable and profitable. In 
most cases, desirability depends on artificially imposed constraints such as protecting the exterior by 
enforcing heritage overlays; by requiring the functionality of the building to be sustainable, and by 
enforcing the preservation of a streetscape that is adjudged to be socially or culturally worthwhile. It 
often is these heritage overlays that allow small-scale developers to re-imagine and reconstruct such 
buildings, either as commercial or residential redevelopments.  

2. Sustainability 

Two basic defining characteristics of adaptive reuse recur throughout the literature: preservation and 
sustainability (Bradley and Kohler, 2007; Van Beuren and de Jong, 2007; Wilkinson et al., 2009; Victorian 
Government, 2006; Velthuis and Spennemann, 2007). However, there is widespread contestation as to 
what is meant by the terms. Yung and Chan (2012) confirm that while adaptive reuse inherently aims for 
sustainability, there is on-going disagreement firstly about how it is defined and secondly about how it 
might be best achieved. Tomlan (2015), for example, argues that adaptive reuse’s focus on preservation 
is increasingly subject to factors that range from the pragmatically economic to socio-politically esoteric.  

Most (if not all) small-scale companies that specialise in redeveloping commercial buildings for 
residential purposes focus in their public rhetoric primarily on the two drivers, preservation and 
sustainability, emphasising the desire to ensure that a particular building retains its function in a 
streetscape and a commitment to ensuring that the redevelopment of an existing building restructures 
the building as a sustainable entity. However, a third factor, profitability, also impacts significantly on 
both strategic and construction decision-making. Beyond the simple bottom-line, profitability is 
intertwined with preservation and sustainability at every stage of the project. 

Preservation of old buildings in the inner city is not true historicity. Often the building assumes a 
patina of worthiness simply by having survived for long enough. Any building exists within a specific 
albeit mutable environmental context, and whenever that context is changed the building’s relationship 
to it is changed. Cityscapes, perhaps the most dynamic of all built environments, are constantly evolving, 
and architectural relics therein run the risk of assuming an exhibitive role: serving as an example of 
something worth preserving. For preservation to be meaningful beyond the fragmentary it needs to be 
locale-based, and as Been et al. (2014) argue, officially sanctioned, a status that is put into effect in the 
first instance by a council heritage overlay.  
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Heritage overlays are part of local council planning schemes and designed to protect the heritage of 
a local area, generally in terms of places that are of aesthetic, archaeological, architectural, cultural, 
scientific or social significance, or otherwise of special cultural value: 

Under the Heritage Overlay, a planning permit is required from the council to: 

 subdivide land; 
 demolish or remove a building (including part of a building); 
 construct a building (including part of a building or a fence); 
 externally alter a building; 
 construct or carry out works; 
 construct or display a sign; 
 externally paint an unpainted surface; 
 externally paint a building if the painting constitutes an advertisement. 

Sometimes, external paint controls, internal alteration controls and control over trees may 
also apply. The Schedule to the Heritage Overlay will identify any such additional controls.

1
 

Beyond the provisions placed on the area by the Melbourne City Council, there is also a provision for 
a building to be of significance to the State or the Nation rather than to the locality, which means it falls 
under the Victorian Heritage Act of 1995 rather than a local council’s Heritage Overlay. The Act provides 
much greater protection for a building than a council overlay but even having been identified as 
significant under the Act does not guarantee it will not be demolished – as evident in the recent fracas 
over the demolition of the Palace Theatre in the CBD. At the time of writing a series of legal challenges 
that have halted the demolition work and protest against the development continues to call for the 
building and its function to be retained. One suggestion put forward is that developers be required to 
maintain the building’s Bourke Street façade and build behind it. At this stage, the developers have 
indicated in the media that they have no intention to incorporate any part of the existing building in the 
new structure: a practice known as façadism. 

Whether façadism is seen as minimising compliance with heritage overlays or as a compromise 
between retaining heritage and razing it for new development, there is little doubt that its occurrence is 
increasing in Inner City Melbourne. Melbourne Heritage Action expressed concerns that the approach of 
preserving a small proportion of the original building within the construction of the new one is 
“increasingly being regarded as a satisfactory outcome for heritage in our city”. MHA president Rupert 
Mann ’called for more planning protection so that Melbourne’s character was not reduced to ”paper-
thin facades devoid of their soul”’, referring to the C186 amendment to the City of Melbourne Planning 
Scheme (City of Melbourne, 2015) as the keystone for the City of Melbourne’s strategy to list several 
inner city buildings for full heritage protection, a status that to be realised, requires ministerial support. 
As it is, façadism is little more than a nod to heritage and a wink to investors. The principal reason why 
façadism is attractive to a developer is that incorporating a token amount of the existing building into 
the construction allows the development to proceed – regardless of the appearance of the completed 
building. Moreover, in this case both the developers and the protestors contest it as unworkable. 

The example that informs this paper is the redevelopment of the disused North Melbourne Masonic 
Lodge by Re:CONSTRUCTION, a small-scale local development company. Originally constructed as a shop 

                                                           
1
 http://www.dtpli.vic.gov.au/heritage/local-government/heritage-overlays 
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with residence in 1855, the building was remodelled into the lodge in 1875. The 2014/5 re-development 
created five residences, which, according to the company, combined “historic detail and the finest 
contemporary fittings.” The preservation aspect of this build is primarily limited to the outer shell, 
referred to initially as “original massive walls” and subsequently as “bluestone walls dating from 1855”. 
The building was constructed as a stained glass workshop for Ferguson & Urie, a company whose output 
survives in numerous places throughout Victoria and Tasmania. The earliest photograph of the building 
is dated 1887 and shows that both the external walls and the internal weight-bearing walls, although 
originally rendered, are indeed bluestone. As Kate Mitchell (2015) points out, Melbourne’s bluestone, 
sandstone and granite buildings are a palimpsest of the Colonial city, still visible when the surface of the 
modern city is scratched. When Melbourne is referred to as one of the world’s great Victorian cities, the 
reference is most often to its architecture. 

In practical terms, the original building no longer exists. Rather, it is an imbroglio of styles, materials 
and affects that as such is little more than a couple of decades old. Its historic context is retained not in 
the original construction but in the subsequent additions, alterations and adaptations. As it is, the 
original bluestone walls neither were nor are evident from the street view but feature prominently and 
decoratively in the apartments. Interestingly, this aspect is used obliquely in the realtor’s rhetoric:  

Unfolding over multiple levels, this two-bedroom (each with sweeping Northerly views) 
two-bathroom North Melbourne apartment offers a riot of diverse materials, textures and 
shapes, including bare and painted brick, bluestone walls and exposed steel.

2
 

If the building exists as “a riot of diverse materials”, it seems reasonable to ask what is it that was 
actually being preserved in this adaptive reuse project. Any historical significance was in the building’s 
function rather than its construction or architecture, and if that function no longer exists, then the 
reason for a heritage overlay can also to be argued to be no longer applicable. 

3. Preservation 

Adaptive reuse necessarily negotiates a compromise between the destruction and the preservation of 
buildings, while generally considering façadism as too near the destruction end of the spectrum. The 
practice’s emphasis on sustainability, as well as appealing to the contemporary zeitgeist, therefore 
offers the most likely point of difference: 

Re:CONSTRUCTION has a strong emphasis on sustainability; both in the way we build and 
also in the eco-friendly nature of running the homes we create.

3
  

The Victorian Government’s stated sustainability aims for the inner city to be carbon neutral. Its 
‘1200 Buildings’ initiative ‘aims to encourage and support building owners, managers and facility 
managers to improve the energy/water efficiency and reduce waste to landfill of commercial buildings 
in the municipality of Melbourne’

4
 excludes residential buildings and commercial buildings that are 

adapted for reuse as residences. The reasoning for this emphasis is curious. The website states the ‘City 
of Melbourne boldly aims to be carbon neutral by 2020. Fifty percent of the municipality’s greenhouse 
gas emissions are generated by the commercial sector’. The initiative does not provide equivalent 

                                                           
2
 http://www.nelsonalexander.com.au/property/198863/3-2-atkin-street-north-melbourne/ 

3
 http://www.re-construction.com.au/warehouse-conversion-experts/ 

4
 http://www.melbourne.vic.gov.au/1200buildings/Pages/About1200Buildings.aspx 

http://www.nelsonalexander.com.au/property/198863/3-2-atkin-street-north-melbourne/
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incentives to the residential sector to reduce its share of the municipality’s greenhouse gas emissions. 
Perhaps the Government’s emphasis on commercial development refers to the notion that until 
relatively recently much of the redevelopment in inner Melbourne concerned heritage buildings 
repurposed as community spaces, retail outlets or small businesses rather than residential 
developments (Tan et al., 2015). In any case, although the subsidy for creating residences that decrease 
greenhouse gas emissions is not accessible for it, Re:CONSTRUCTION continues to create sustainable 
residences. 

To some degree at least, Re:CONSTRUCTION’s strategy to preserve a particular ambience is driving 
its decision to recycle as much of the original material as possible. Whereas it is often cheaper to build 
with new rather than recycled materials, the use of extant materials adds substantially to the appeal of 
the preserved building. Further, recycling is a key component of sustainability, particularly in the notion 
of “whole of life’ sustainability, which measures “embodied energy”, that is to say the energy required 
to extract, process and manufacture and transport the products used in the build. While van der Flier 
and Thomson (2006) assert that an adaptive reuse project is only worthwhile if it results in a more 
sustainable building and consumes less energy in its reconstruction than a new build, Ellison et al. (2007) 
point out that to ensure sustainability increases the cost of an adaptive re-use project by an average of 
12% and that few small-scale developers have a profit margins that can buffer that as a matter of 
course. 

In its advertising rhetoric on the above-mentioned website, the company emphasizes what it refers 
to as “whole of building” recycling, which to a large degree serves as an assertion that its builds are not 
simply façadism: 

The ultimate in “whole-of-building” recycling meets superb location in this warehouse-
style conversion of a 150-year old Masonic Hall. Converted by Re:CONSTRUCTION Pty Ltd, 
it delivers all the advantages of inner-city living in a designed environment that respects its 
historical context. Flooring comprises Baltic pine, kauri pine and oak timbers, edged by 
glazed balustrading with overhead Oregon trusses … Care has been taken to preserve 
original features including bluestone walls dating from 1855 and cast-iron re-enforced 
trusses. 

A further aspect of sustainability might be referred to as complementary retrofitting. This refers to 
installing future-focused technologies to extend the functionality of the rebuild in a sustainable manner. 
For example, the internal architecture of the residences within the North Melbourne stained glass 
workshop is designed to maximize natural airflow, sunlight and ergonomic functionality. The solid walls 
are incorporated as passive thermal receptors, which along with 1.5 kilowatts solar power system will 
supplement the reverse-cycle air-conditioning system. All glass surfaces are double-glazed and external 
walls, ceilings and floors are fully insulated. Moreover, there is no on-site garaging but rather emphasis 
is placed on the fact that public transport is nearby and the design includes a space dedicated to bike 
storage. The company experience with earlier projects that took these ideas further, using copper piping 
to flow hot water for heating, angling eaves for seasonally adjusted shading and so on, formed the basis 
for decision making for this project.  
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4. Profitability 

In practical terms, both preservation and sustainability are dependent on profitability because even 
small-scale developers need to make a profit in order to survive. In a series of personal communications, 
the directors of Re:CONSTRUCTION identify three main barriers to profitability.  

First, as mentioned previously, in practical terms the costs of conversion are substantially higher 
than the cost of new builds. Although the concept of sustainability can be reasonably broadened to 
accommodate the material’s whole-of-life energy cycle, it makes little impact on profitability. The 
building’s immediate functional sustainability has greater influence on a buyer’s decision to purchase. In 
a personal communication, the realtor opined that none of property’s buyers delved into how their 
apartments were sustainable beyond the advertising rhetoric. In a personal comment the realtor 
claimed that sustainability was one of a number of “fashionable” and “cosmetic” selling points that 
address changeable market demand. Candidly, the realtor ranked “sustainable” alongside “funky” in 
terms of effectiveness in advertising terms. 

Second, the unpredictability of the state of the building can lead to unplanned costs, especially 
where the quality of the initial construction was low (Bullen and Love, 2011). The profitability of 
Re:CONSTRUCTION’s redevelopment of the North Melbourne stained glass workshop was negatively 
impacted by the collapse of an external wall that upon excavation was found to have insubstantial 
footings.  The location of the wall precluded full access to its footings during the due diligence process 
but there was no prima facie evidence that it had been constructed without a proper base. Having to 
reconstruct the wall after it collapsed obviously impacted negatively on profitability.  

Third and perhaps most influential in the long term is that the directors of the company assert that 
there are fewer and fewer properties available to convert. The repopulation of Melbourne’s inner city 
was lead by the City council and over the past three decades has seen an enormous reinvigoration (City 
of Melbourne, 2013). However, the revitalization of the inner city also created (or was created by) a 
sharp increase in residential demand, and consequently a demand for gentrification (Van Hulten, 2010), 
which brought its own inherent concerns: 

Residential conversions and increasing rents displaced low income residents and 
businesses. Public spaces were privatised, heritage-listed buildings were demolished and 
some of the new developments were disappointingly formulaic. (Shaw, 2014: 142) 

The repopulation of the inner city resulted in property prices rising to the point where retaining 
much of that which gave the inner city its distinct atmosphere as a residential option is no longer 
profitable.  

It is difficult to reconcile the City’s Planning Department’s rhetoric about Melbourne’s distinctive 
characteristic while at the same time allowing that which makes it distinctive to be demolished. As a 
result of the strategy, current retail value of inner city property makes it profitable for high and medium 
rise developers to acquire property for demolition than it is for small-scale developers who seek to 
preserve a particular streetscape and create sustainable residences within its extant buildings. Heritage 
constraints or height limitations can serve as levelers but the laws need to be enforced to be effective, 
and as has been discussed, that is not always the case.  

In the last decade, the ‘apartment industry’ has continued unabated in the inner city. In 2015, the 
Reserve Bank of Australia warned that the inner city rental market was approaching saturation, 
suggesting, “the risk of oversupply appears most evident in inner-city Melbourne, where the level of 
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high-rise apartment construction has been elevated for a number of years”. Industry voices were less 
delicate. Terry Ryder (2014) described the growth as “toxic”: 

Vacancies in the Melbourne CBD, Southbank and Docklands have been fluctuating 
between 5% and 10% recently - and will get worse, given the weight of new construction. 
State Planning Minister Matthew Guy appears determined to aid and abet any developer 
who wants to build another tower, to the point where you have to wonder about his 
motives. (Ryder, 2014: unpaginated) 

Political skullduggery aside, the rampant development of medium to high-rise apartment blocks has 
certainly altered the ambience of the inner city Melbourne’s urban streetscapes but there is a counter-
argument that cities are by their nature dynamic locales.  

The precinct where Re:CONSTRUCTION operates, primarily North Melbourne but increasingly further 
afield, consists of factories and industrial sites that have been abandoned because of economic reasons 
or the buildings have outlived their usefulness and the property on which they sit have increased in 
value to the point where it is profitable for the businesses to sell and move into purpose-built industrial 
parks on the outskirts of the city. There is a case to be made that its industrial streetscape is what gives 
it its distinctive ambience. The precinct’s proximity to the CBD as well as to hospitals and universities 
make it an ideal place for residential redevelopment that incorporates that ambience.  However, its 
location also makes it attractive to large-scale developers. The mix of large-scale low-cost (and often 
rental/temporary/seasonal) accommodation with increased demand for the sanitized gentrification of 
the extant building stock by more affluent owner residents usually displaces low-income residents, 
forcing them into more affordable suburbs (Dovey et al., 2013).  

5. Conclusion 

Despite (or possibly because of) its short history, the inner city of Melbourne is an eclectic mix of 
architecture, with a handful of discernible areas that qualify as locales, both historic such as the top end 
of Collins Street and the laneways, and contemporary such as Docklands and. Federation Square. How 
the increased demand for residential accommodation in the inner city is allowed to manifests itself is 
fundamentally a cultural sustainability issue. Hyde (2015) suggests the role Architectural Science in 
cultural sustainability includes its theorisation; the retrofitting of historic buildings for sustainability and 
the environmental performance of historic buildings, amongst others. This paper has illustrated the 
interconnectivity of those themes by way of a specific project. 

Generally, the redevelopment of small commercial buildings garner little public attention beyond 
their immediate locale but it is often their removal that impacts heavily on the local streetscape and 
ambience. Particularly in the inner city areas of sizeable metropolises, very few are restored and 
thereafter preserved and even fewer are repurposed as domestic residences. There are numerous 
reasons for this: the restrictions placed on redevelopment by agencies such as local councils; the 
unprofitability to retain the building compared to demolishing it; the unpredictability of costs and the 
vagaries of the real estate market may make it impractical.  

On the other hand, repurposing an existing building for residential purposes has three fundamental 
capacities. First, it affords an opportunity to maximise a building’s sustainability. Second, it affords an 
opportunity to preserve a valued streetscape. Third it affords an opportunity provide residences to 
those who seek an inner city lifestyle different to the uniformity of the ubiquitous residential tower 
block.  
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Profitability influences every aspect of the adaptive reuse process, and ultimately over-rides 
concerns and ambitions in terms of preservation and sustainability. Small-scale developers are 
increasingly unable to compete for stock in a market where large commercial enterprises are able to 
circumvent regulations designed to retain specific streetscapes. This means that even though the 
adaptive reuse of smaller commercial building into residences can mitigate the loss of ambience in a 
locale that is the inevitable result of large-scale demolition and rebuilding, it has become increasingly 
unprofitable to do so. 
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