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Or ask for: David Coleman 

 

4 August 2011 

Productivity Commission 

Level 15, Fujitsu Tower,  

141 The Terrace,  

Wellington 6011 

 

Dear Sir Madam 

Productivity Commission Affordable Housing Inquiry  

Staff at Whangarei District Council welcome the opportunity to give comment to the Housing Affordability 
inquiry being undertaken by the Productivity Commission. Please note that this submission on the Issues 
paper does not represent the views of Whangarei District Council, but instead draws upon some of the 
technical and other knowledge that is embedded within Whangarei District Council. In this submission, 
staff have tended to answer questions that are relevant to the operations of a local authority, but we have 
raised additional information or queries as necessary.  

As the paper itself notes, housing affordability is a difficult and complex matter to address or indeed 
understand. Housing affordability is driven by a number of factors, across a range of scales (spatial and 
time), from the global macroeconomic situation through to localised commercial developments. The 
purpose of this paper, we believe, is to draw out key issues surrounding housing affordability and seek 
solutions to what the Productivity Commission will eventually identify as the key drivers of housing 
affordability, rather than trying to address all issues at once. In order for this to be a successful enterprise, 
it is therefore necessary to ensure that a complete picture of all issues is formed. 

This requires the preparation of a strong factual base to examine each driver‟s significance, explore the 
inter-relationships between different drivers (and possible feedback loops) of housing affordability, and to 
complete a gap analysis on the available information. On this final note, however, on some issues, the 
comment produced by staff at Whangarei District Council can only bring particular issues to the 
Commissions attention, which it will then need to evaluate for its relevance, and possibly commission 
further analysis if required.  

 

Q1 How should the Commission think about the concept of housing affordability – its meaning and 

measurement? Should the Commission focus its work on affordability as it impacts on lower income 
households or should the focus be broader and examine the market as a whole? 

The conception of housing affordability is central to the entire discussion document, as the two differing 
possibilities will result in quite different approaches to the issue, and substantial differences amongst 
commentators on the topic. Essentially, the question asks whether housing affordability should be 
conceptualised in absolute terms (e.g. a threshold in terms of lower household income) or should it be in 
relative terms, which is where the focus is broadened. This question has parallels to debate over the 
measurement or assessment of poverty – should poverty be measured in absolute terms or should it be 
measured in relative terms. Absolute poverty is often quantified by a metric in which those households 
living below a certain monetary threshold are regarded as being in poverty. The alternative, that of 
relative poverty, takes into account the household income/resource access as compared with other 
households within its surrounding area. If a limited conception of housing affordability is taken, then a 
smaller raft of assessments and tools may be required to understand and potentially alleviate the issue, 
and the issue is much simplified. If a broad conception is taken, then the issue become much more 
complex, and a number of questions asked:  

 Should housing affordability be limited to urban areas or should it include rural areas. If rural 
areas are included, should housing affordability assessments include lifestyle blocks or coastal 
sections?  

 Is there a standardised lot or house (including the number of rooms) size that should be used for 
assessment purposes.  
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These are all questions that don‟t seem to be adequately answered, with most assessments of housing 
affordability being measured by using broad market-wide data, especially in the case of international 
comparisons, but take these little heed of differences between subject localities. Some global affordability 
reports compare median house prices against median incomes. This approach can set up a number of 
errors. For example, the median house price is based upon the limited number of prices that houses 
fetched following their sale, whereas the median household income is set across all incomes in a given 
area. In addition, these assessments do not even assess the incomes that were used to purchase houses 
and do not note the number of rooms in a dwelling, the size of the sections and so on. Issues around 
measurement are also compounded by the fact that in localities containing a high level of amenity, 
seaside, mountainside or lakeside, houses may be purchased locally and included in median house 
figures, but the household income that purchased them actually resides elsewhere. In locations with a 
substantial number of holiday homes, such as Whangarei District, this can be a very powerful influence 
on recorded statistics and certainly not reflect the situation for the local communities. Neither do global 
assessments say anything about the levels of crime or unemployment in a given locale, which will also 
have an influence of the cost of housing. This is not to say that there is no issue in regard to housing 
affordability, but that a broad conception will require investigation of a broader number of attributes to be 
of any use. A house price per sq metre across a range of price brackets, related to household brackets, 
may be a better estimate of affordability, but will not address all determinants 

 

Q2 Does this stylised framework (Figure 1) capture all the important determinants of housing 

affordability? Are there others that are important? 

No, as it does not capture environmental/amenity drivers of housing cost in terms of either supply or 
demand, especially if the more broad conception of housing affordability is used.  In terms of supply, cost 
of land preparation can be high due to the quality of the land, and these costs may be steadily increasing 
around the country as settlements expand. New Zealand is an inherently hazardous location, with a 
number of natural hazards that occur. For example, many parts of the Whangarei District are subject to 
high land instability or flood susceptibility, whether in rural, urban, or coastal environments, much of which 
remains as „undeveloped‟ land around the margins of the city. As the population in our district has grown, 
much growth has been in hazardous areas. Given higher public expectations around the reduction of risk 
through the implementation of increasingly strong environmental engineering conditions, land preparation 
costs have risen though social desire to reduce risk as well as for biophysical reasons. And if the land is 
not subject to hazard risk, then other factors will be a major determinant on supply. In Whangarei District, 
locations near our main centres that are not subject to high land instability tend to be areas that contain 
highly productive soils in attractive locations, and therefore then have higher initial land prices to begin 
with.  

The quality of the environment or social conditions also impacts on demand and prices that people are 
prepared to play. In terms of demand, as societies preferences for certain environmental attributes has 
changed, society has increasingly valued amenities more highly in certain locations e.g. what impact on 
local prices are school zones having, water views, or the presence of an famous large old park. Hedonic 
pricing is a method carried out by economists to help understand the impacts of amenities (or the lack 
thereof) on the cost of land and housing. Many locations regarded as highly unaffordable tend to be 
locations with a known (and promoted as such) high level of amenity values for residents, whether its 
mountain, rural or coastal. People are often willing to pay a higher premium to live in such locales. 
Hedonic pricing economic research is therefore required to assess the impact of amenity on housing 
prices, so that this can be removed as an influence on the affordability of housing. How much of a land 
price is to do with its amenity values, or location within a specific preferred school zone. Organisations 
such as the Ecological Economics Research Institute of New Zealand (EERNZ) will be able to undertake 
this research. 

Another part of a houses value and demand thereof, is an assessment of employment risk. When the 
economy is going well, people are more willing to take on risk, whether in terms of financial or job, as they 
assess a high probability of finding alternatives if things don‟t work out. If the economy is not so strong, 
people may not take on as much risk in terms of job security. For example, people who choose to move 
to provincial cities to take on a higher level of risk in terms of job security and alternative options should 
they lose their job, due to the local employment scale. This may be reflected in the pricing trends in these 
areas. Certainly Northland has seen more of an ongoing decline in prices relative to larger metropolitan 
markets with more options. People may thus be prepared to pay a premium to live in locations that have 
high opportunities in terms of employment. Whilst this may not be a primary driver, and can be 
outweighed by amenity determinants, it will be a contributing factor. 

 

Q3 Is there a more appropriate framework for examining the housing market and issues of affordability? 
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Apart from the aforementioned environmental/amenity drivers on housing supply and demand, the quite 
stylised diagram, whilst aesthetically pleasing, do not adequately capture the housing affordability. This is 
because it doesn‟t readily capture the feedback mechanisms that exist between the various determinants. 
A better approach would be to model the different factors (and feedback mechanisms) using a system 
dynamics model. For example, see this webpage, which illustrates the way such a model may be 
constructed to better understand what is going on in terms of housing. 
http://forio.com/service/netsims/netsim/housing_supply_and_demand/index.html 

Whilst this doesn‟t account for all the different factors, including some raised in this submission in terms of 
amenity values it may provide a useful starting point to developing a better model or framework of 
housing affordability. Once again, EERNZ will be able to help develop a system dynamic model.   

 

Recent trends in housing markets 

Q4 What factors have caused recent housing price increases? Are some of them temporary? 

As the document itself makes clear, a raft of factors all conspired to push prices to extreme levels 
including very low levels of unemployment (including in Northland) across New Zealand, a high level of in-
migration, and increased premium on coastal space and other amenities and so on. Many economic 
commentators noted the very long period of economic expansion (and sizable) experienced in New 
Zealand 2000-2006. The number of second home purchasers (with the baby boomer generation) likely 
had an impact in terms of demand as well, another point referred to in the document.  

 

Q5 What evidence is there that there was a ‘bubble’ in housing prices? Were house prices previously 

undervalued? 

Difficult to comment. Certainly the house prices around Whangarei increased substantially in a short 
period of time, and continue to remain high despite the creation of many new subdivisions and lots over 
that period. However, we note that many new lots were rural residential lots rather than urban residential 
lots. Newly subdivided urban lots were created at a lesser rate, despite the availability of appropriately 
zoned land. This situation may have arisen because of the limited upfront costs associated with preparing 
a rural residential subdivision for development purposes (e.g. less engineering requirements in terms of 
water or waste infrastructure) and the ability to flick sections off, rather than the more substantial inputs 
needed in a large subdivision and sell these sections over time.  

 

Q6 What effects have price rises in housing had on the affordability of home ownership? 

It is likely to have had a significant impact, especially as wages growth rates lagged during the same 
period, but once again, it depends on the conception of housing affordability. Other factors such as 
changing social preferences for coastal living in our district and higher job (or alternative security) may 
have promoted district amenities to such an extent that district values rose quickly relative to the local 
ability to purchase.   

 

Q7 Are median price trends representative of trends within housing sub-markets? 

This would be somewhat dependant on the data provided by QV, but overall, these can be very volatile. 
However, as noted previously, median house prices are based upon a subset of the total value of houses, 
and the median will be based on the trend in terms of the popularity of particular house types. The 
median house price does not capture the size of the house, the number of rooms, or the size of the 
section, and whilst it can give an indication of what is happening in a housing area, it may need to be 
modified to be appropriate as a metric for affordability. A median value also does not capture differences 
in terms of equality in an area, whether in terms of wages or prices. For example, some districts in New 
Zealand have a wide range of house prices within it, all captured with the median value, especially areas 
with extremes in income (as perhaps illustrated by the deprivation index).  

 

Territorial 
Authority 

Least 
Deprived 

Most 
Deprived 

Unemployment 
Rate 

Median 
House Price 
(Oct 2006) 

Median 
House price 
(Nov 2006) 

Median 
household 

Income 
(2006) 

Whangarei 
District 

20% 46% 6.1 $299500 $285000 $43900 

Rotorua 22% 59% 6.6 $236000 $236000 $47600 

http://forio.com/service/netsims/netsim/housing_supply_and_demand/index.html
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District 

Gisborne 
District 

13% 65% 7.2 $242000 $242000 $41000 

Palmerston 
North 

28% 44% 5.3 $265000 $260000 $47800 

New 
Plymouth 

27% 35% 5.8 $319000 $293500 $44700 

 

Median house prices (based upon sales) are useful to understand who has access to capital but may not 
capture trends enough to understand housing affordability or understand the demographics of customers 
who are purchasing the houses, especially in the narrow conception.  

 

Q8 What is the best way to segment the market, and are there significant house price variations confined 

to specific market segments? 

There would be some value in separating the different house markets within a given region into different 
wages band, and certainly exclude the values of rural residential or coastal residential lots (unless this is 
meant to be included in terms of housing affordability). This could then be compared against different 
wage bands to assess the affordability, rather than using median value, or the income of the purchasers.   

 

Q9 Why have different parts of New Zealand (cities and regions) experienced different trends in housing 

prices? 

Amenity values, job choices, in-migration and so on. Whilst price may be a factor in some locations, it is 
notable that many of the cheaper places in New Zealand are in areas facing population decline, whilst the 
more expensive locales are in places facing population increase.  

 

Q10 How should affordability for home buyers/owners be defined and measured, both in principle and 

in practice (taking account of data availability)? Is it possible to assess affordability using a single 
measure? 

In many respects, it is not possible to assess affordability using a single measure. For example, the 
median value number does not necessarily capture the full range of house prices or labour conditions in 
an area, or indeed the quite differing sub-units that occur in a district. A section in the city may be 
receiving higher premiums for amenity, whilst a new section on the margins of a city may be appropriate 
to a lower income household, but these differences do not get captured in the median house price.  

 

Q11 What has happened to affordability over time and what has caused this? Is it lower now than at 

times in the past? Does it reflect different influences to previous episodes of declining/ increasing 
affordability? 

Whilst the scale of the change may be very high at present, it is not the first nor will it be the last time that 
issues around housing affordability emerge.  

 

Q13 Do they capture adequately, the problems facing those on lower incomes or those in particular 

locations (such as the urban fringe or rural areas)? 

This is very much dependant on what is captured by housing affordability- is it relative housing 
affordability or is absolute housing affordability. Of note in Whangarei District is been substantial lifestyle 
development on the urban fringes, where land prices may be high due to valuations of other amenities. 
The alternative, more affordable land, is found in marginal hazard prone locations that then require higher 
levels of investment to prepare them for use. This cancels out some of the lower costs of land purchase 
by increased costs for land preparation.    

 

Q19 To what extent are changes in home ownership levels explained by changing tenure preferences? 

Have changes in the New Zealand rental market been a factor in explaining declining home ownership 
rates? 
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There may be value in investigating tenure arrangements though DBH, e.g. whether the numbers of fixed 
contract leases or on-going leases remain prominent, not just whether it is rental or not.. Renting a 
property does allow more flexibility and can be a response to changed employment conditions.  

 

Markets for housing 

Q20 How should housing markets be defined in New Zealand? What are the key factors that distinguish 

housing sub-markets? 

It may be appropriate to contact a research agency like Motu to help better define housing markets and 
housing submarkets. But it is clear that housing submarket exist within a regional market. 

 

Q21 Do housing price trends for the various sub-markets differ? Are such differentials sustained or 

temporary? 

Given the focal point changing to urban areas, one would suspect that the different markets in New 
Zealand are going to differentiate themselves into at least several types of regional market. Auckland 
(and submarkets), stable metropolitans (and submarkets), fast growing metropolitans (and submarkets), 
fast provincials, slow provincials (and submarkets), small towns, and rural.   

 

Urban planning, design and land use policies 

Q28 What are the relative costs and benefits of intensification and expansion (greenfields development) 

to urban planning? What research literature and overseas developments are most relevant to New 
Zealand? 

Work by Motu (2010) suggests that local regulation has a minor impact in terms of housing demands or 
lack thereof.

1
 Work carried out by asset managers at Whangarei District Council suggest that there were 

more efficiencies (in terms of infrastructure supply and maintenance costs) to be found in increased 
intensification. This is because of the economies of scale in terms of infrastructure development, 
especially water supply, wastewater, public transport and roading. Over a fifty year period, in terms of 
growth related expenditure, more intensive development was estimated to save approximately $100 
million (out of $1 billion in indicative costs) compared with more extensive development options. And this 
did not include private costs such as private on-site wastewater systems etc. Alternatively, however, 
increased intensification may reduce environmental values in central areas, whist increased 
extensification can (crudely) improve green space outcomes (including private areas), although this 
addition is dependant on where the extensification expands into. Of note is that many of the new 
emerging areas around Whangarei District major centres also tend to be historically productive agriculture 
areas, and will thus automatically have higher premiums associated with them. As many of these have 
been converted into lifestyle blocks, as part of extensification, then options in terms of residential 
development do reduce over time. This can create difficulties when planning to expand settlements.  

 

Q29 How do these different approaches to urban planning support competitiveness and economic 

growth? 

In general terms, both approaches, taken to extremes, can be damaging to local economic development. 
But this question also needs to consider time scales, especially if one approach or another reduces 
options over time. Decisions made under the Resource Management Act are meant to consider multiple 
time scales. Intensification options do, generally, allow for future options in terms of economic change 
and a diversity of skills within a concentrated area, whereas extensification approaches may reduce long 
term economic growth options as some activities preclude the ability to undertake other activities as 
reverse sensitivity issues emerge.  

Agglomeration of industry or population (taken to certain thresholds) appear to have benefits for high 
productivity, as close intense competition and innovation lead to changes in production, or there is a big 
enough local population to support a wide range of goods and services. Agglomeration thus allow for an 
increased range of good and services to be produced and consumed, as there are higher thresholds of 
potential customers within a given area to purchase a particular good or service regularly enough to 
warrant its ongoing supply. However, beyond a certain point, intensification can impact on productivity as 

                                                      
1
 http://motu-www.motu.org.nz/wpapers/10_07.pdf 

 

http://motu-www.motu.org.nz/wpapers/10_07.pdf
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well as hours spent in traffic or pollution externalities take their toll. The literature, by in large, suggest that 
agglomeration does have benefits. However, polycentric area may be a suitable position in between, in 
which there can be relative concentration going on in multiple areas. Agglomeration may reduce costs in 
terms of supplying many types of infrastructure, although if intensification is taken to extremes, then there 
may be extra costs associated with reducing externalities. 

In terms of extensification options, some commentators make reference to telecommuting options. Whilst 
telecommuting may be an option for some people with skills in high demands, questions over the 
feasibility or indeed the desirability of more general teleworking opportunities or the downside risks to a 
national or regional economy. For example, there has been a recent upsurge in international websites 
that offer opportunities to freelancers to offer their skills to a wider audience, especially international 
businesses. This allows countries to negotiate with world-wide contractors in order to meet their needs. 
This means that telework freelancers are competing with freelancers from around the globe, especially 
countries where the living costs may be substantially smaller. This is different to the last couple of 
decades when companies made agreement with companies in developing countries, as it is now a 
company-individual transaction. Whilst this may be beneficial in terms of driving down a companies cost 
structure, it will also potentially drive down remuneration rates in many locations at the same time or 
indeed, create substantial amounts of flexibility in terms of income. This may represent a risk to localities 
with presently high standards of living. As remuneration rates falls, then localised money to purchase 
property will fall, as there is less income security for large purchase.  

 

Q30 To what extent do these different approaches to urban planning support environmental objectives? 

In general terms, intensification options tend to have less environmental impact over a broad area, but will 
likely have more impact in a localised area. However, there is likely to be higher financial resources to 
mitigate any issues in terms of environmental quality. Intensification may allow for more productive land to 
be protected and used for productive purchases, which then reduces the need for using marginal land 
with their higher input costs (fertiliser/oil etc). In a time of rising fuel costs, high quality productive land will 
increase in demand. Intensification may lead to more air pollution issues (housing and transport) or 
increased population risk (if the intensified area is subject to natural hazard risk). In addition, pressure to 
keep industries in one location may lead to a continuation of old technology where extensification could 
lead to newer technology as new plant is built to meet present demand.  Overall, however, intensification 
approaches allow for a wider range of options in future years, as less land is sterilised by development. 
However, whilst extensification uses more land, when the land use changes from productive to rural 
residential or residential uses, this may actually increase green space and reduce issues emerging from 
some productive land uses. However, extensification approaches do tend to increase reverse sensitivity 
issues and lessen certainty for other land producers.  

 

Q31 In New Zealand, do home owners prefer living in dense urban settlements or less dense suburban 

developments? What are the reasons for this preference? 

Historically, there has been a definite preference for less dense suburban developments. However, with 
an aging population, dense population areas may become more preferred. This is especially the case 
should energy issues (such as peak oil) noted by the International Energy Agency come to fruition.  

 

Q32 Has there been a reduction in the rate of land release, either at the urban fringe or in in-fill areas? If 

so, why? 

In the Whangarei District, approximately 12000 new lots were created or consented in 10 years. The 
enclosed diagram illustrates the pattern of development. Few of these were in-fill, with the vast bulk being 
at the urban fringe, or in rural residential areas. Whilst there are substantial areas of land zoned in the 
Whangarei District for urban uses (and more land highlighted within WDC structure plan process), there 
have been few large scale urban residential projects over the last few years. The potential for land 
release (e.g. presently zoned land) remains high, although with increasing consolidation, there are 
increased attempts to limit rural residential to already compromised areas rather than continuing to 
expand the reverse sensitivity issue. 
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Figure 1 Broad Pattern of Subdivision Whangarei District from 

http://www.wdc.govt.nz/PlansPoliciesandBylaws/Plans/SustainableFutures/Final-
Strategy/Documents/Part-A.-Section-3-to-4.pdf 

 

Q33 Are local authorities’ land release policies enabling or constraining the supply of land for 

development? 

Whilst we cannot speak for other districts, our land release polices have been very liberal. For example, 
our district still has approximately 5500-6000 vacant lots still available, include hundreds along the 
coastline, enough to accommodate another 13 years of population growth in vacant lots alone. This is 
actual lots, not theoretical lots as indicated by District Plan zoning. Structure plans approved by Council 
indicate further land release options.  

 

Q35 Is land release delayed unnecessarily either by inadequate supply of infrastructure services or a 

lack of responsiveness on the part of infrastructure service providers? If so, to what extent is this affecting 
development costs? 

There have been some delays in land development options in a couple of locations in the district, 
especially in those areas where private projected aspirations have been high, and yet the real level of 
growth has been low. For example, Marsden Point-Ruakaka has been seen as a potential city for a 
number of years, with developer projections of 40000 people eventually living in the area. A substantial 
number of subdivisions or proposed subdivisions were undertaken or prepared in the area. However, in 
2006, the permanent population was just over 3000, and was only growing at a rate of 0.7%. Often there 

http://www.wdc.govt.nz/PlansPoliciesandBylaws/Plans/SustainableFutures/Final-Strategy/Documents/Part-A.-Section-3-to-4.pdf
http://www.wdc.govt.nz/PlansPoliciesandBylaws/Plans/SustainableFutures/Final-Strategy/Documents/Part-A.-Section-3-to-4.pdf
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appears to be clash between actual levels of development, and aspirational levels of development as 
promoted by land developers. At present, there are still over six hundred vacant lots in Marsden 
Point/Ruakaka, and we note that five large consented subdivisions (approximately 1100 potential lots) 
have since been withdrawn or allowed to lapse due to real demand being low. This is both an indication of 
a bubble, but is also illustrative of the difficulties in providing infrastructure based on bubble or 
aspirational demand.  

 

Q36 Are the planning policies that are designed to encourage higher density housing consistent with, 

and flexible enough to accommodate, changing community preferences? 

WDC is undertaking a process in identifying a number of intensification areas that may be suitable for 
encouraging higher density housing, especially close to shopping areas, green space, or medical. 
However, this planning approach is still at an early stage. However, we note that need and demand for 
high intensification areas in our district will never be as high as metropolitan areas such as Auckland or 
Wellington. Provincial centres need to provide a wider range of housing options and choice, especially in 
terms of section sizes (quarter acre sections or small lifestyle blocks) that appeal to downsizers or 
families, and this type of land provision is likely to remain part of the local competitive advantage. Thus 
the quarter acre block option may continue to be a key tool in our district.  

 

Q37 Is there evidence of ‘land banking’ by some developers? Is this a problem? 

Some evidence of land banking is occurring in popular areas close to major urban nodes (such as Kamo), 
but land banking in our district is less about residential opportunities and more about commercial or 
industrial development options.   

 

Q38 Is the current planning regulatory system more complex and fragmented than it needs to be? Does 

the planning system include elements that detract from quality urban development and impose 
unnecessary costs and uncertainty on developers? 

What is meant by “quality urban development”?  

It is agreed that New Zealand‟s planning system is somewhat fragmented, but how does the local system 
compare on an international basis. Initially, the purpose of the RMA was to provide an integrated planning 
response and a single approach, but over time (after ten years of experience with it), it was realised that 
other tools are actually needed, and why the Local Government Act and Land Transport Management Act 
were created. Therefore, the question that emerges from our experience is whether some topics, like 
planning, are actually too complex to be fully integrated into one document and remain responsive to 
changing community (local and national) preferences, thus a multiplicity of tools is required. Despite this 
comment, it is recognised that some tools can help integrate the information together.  

The purpose of the Whangarei Growth Strategy (and Auckland‟s Spatial Plan) is to better align the 
presently fragmented planning system. Because the RMA was developed to manage the effects of 
development, often on a site by site basis rather than the cumulative impacts of multiple new 
developments, a substantial amount of land extensive development has occurred. This has, in turn, 
increased difficulties and costs associated in providing an upgrading infrastructure for both new and 
existing residents. The Whangarei Growth Strategy is based on layering levels of data in order to more 
efficiently roll-out infrastructure over time. It assumes for that the bulk of our settlements the recent 
growth rates will remain consistent over time, but the pattern of population distribution within respective 
nodes has an increased emphasis on transitioning to more consolidated settlements. In effect, growth 
strategies are often about applying principles for development, which in turn can create more certainty for 
investment, whereas planning documents under the RMA tend to be about managing the effects of 
development. This is a subtle, yet powerful, difference in approach. 

 

Q39 How could urban planning and development be improved to better integrate strategies for land use, 

economic development, transport and infrastructure? 

Growth strategies, similar to the spatial plan being prepared in Auckland.  
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Q40 Do local authority planning schemes and approval processes create unnecessary costs? If so, how 

could they be improved? 

Planning documents are generally prepared to manage the relationships between people, and try to 
develop or ensure satisfying relationships between and within all members of communities (and mediate 
disputes over private and public property rights and obligations), whilst providing for new development. 
Thus planning documents are meant to represent the needs of all stakeholders, including central 
government interests in maintaining national legacies or values (such as landscapes, biodiversity and so 
on), regional interests in transport, and local interest in what local communities consider to be the „good 
life‟. Therefore planning should reflect the views on many different stakeholders, not just a select few, 
over a variety of scales. So planning schemes could potentially impose additional costs, but whether 
these additional costs are necessary will depend on the view of the communities. We do note that the 
RMA, by focussing on the effects of activities rather than the activity itself, may impose costs in 
association with information requirements to ensure that the effects of the activity are avoided, mitigated 
or remedied.  

 

Q41 Do external or third-party appeal mechanisms unnecessarily delay planning approvals? 

Potentially, yes, but a focus on managing the effect of activities don‟t tend to take into account long term 
needs and demands of an area, or the opportunity costs with some decisions been taking. Third party 
appeals do tend to raise these issues and are an appropriate part of the local planning system.  

 

Q42 What infrastructure costs should be recovered through infrastructure charges? Should the costs of 

providing services such as schools, parks and libraries be recovered via infrastructure charges? 

Given that the development is not necessarily or automatically regarded as a positive outcome for a wider 
community, depending on time/spatial scales and context, some level of offset should be contemplated.  
LTPs require Councils to identify community outcomes, each community/council is therefore charged with 
determining its own priorities.  

 
‘As part of the LGA, development contributions are governed by the purpose and principles of local 
government, the former being:  
(a) To enable democratic local decision-making and action by, and on behalf of, communities; and  
(b) To promote the social, economic, environmental, and cultural well-being of communities, in the 
present and for the future.  

The role of local authorities is to give effect to the above purpose and the duties conferred by the LGA. 
Of the principles in respect of which local authorities must act, the requirement on local authorities to 
conduct their business in an open, transparent and democratically accountable manner, and to have 
regard to the views of communities, is particularly reflected in the development contributions provisions.’  

 From DLA Phillips Fox ‘Review of Financial Contributions & Development Contributions August 2008’  
Commissioned by the Ministry for the Environment and Local Government New Zealand 

Libraries and parks would appear to be integral to any community in New Zealand, having direct links to 
the four „well beings” that LGA2002 requires Council to consider. Each Council in New Zealand has its 
unique character social, economic, etc therefore the Council in consultation with the community is most 
able to determine its needs and priorities. Council has traditionally been charged with providing parks & 
library infrastructure. With regards to parks Council has had mechanisms for either requiring reserves 
contributions or requiring land to be set aside for parks since 1974 under the LGA.  Allowing the taking of 
contributions for soft infrastructure (natural hazard attenuation, water quality etc) should also be a 
preferred outcome, in order to apply development principles that have substantial co-benefits for the local 
community. Schools are not an activity area that this council funds however the decision and priorities for 
each community to make are different. However, in a time of shifting financial constraints, more public 
assets that are available for multiple uses would be an effective approach moving forward.  

 

Q43 Are current infrastructure charges justified by the efficient cost of providing services? Is there 

evidence of overrecovery of infrastructure costs? 

Difficult to answer this at this point in terms of „overrecovery‟.  Council makes every endeavour to provide 
infrastructure in the most cost effective way possible. Examples of this would be design/build contract 
delivery, transparent tender procedures, and private developer agreements such as the Bream Bay Land 
Owners Alliance where the local developers are actively involved in the delivery of assets. Perhaps most 
telling factor is that developers are not actively seeking to provide infrastructure themselves (accepting 
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that this is not always a practical option), and that the preference is for the council to provide it. For this 
Council there is no evidence of over-recovery Council has capped DCs and only seeks to recover 
approximately 60% of the full cost of growth from developers, with the rest subsidised by the present 
community. However, the payment of development contributions by a developer does give some aspect 
of realism on whether the development will meet a need, or is simply aspirational.  

Q44 Is the basis for calculating infrastructure charges transparent? Is it subject to undue discretion by 

local authorities? 

Development contributions are a very recent tool, especially given the useful life cycles of much 
infrastructure, and their effect on the market is not yet established. Council policies on development 
contributions are available within published council documents, and are subject to appeal. However, 
some level of oversight, perhaps through an ombudsman could be an option.  Improvements are being 
made with each LTP review. The calculations are made following a set methodology and process as 
prescribed in the Act, the education and explanation of process and methodology improves with each 
successive LTP. Therefore it is our contention that more time is needed to ensure that development 
contributions are adequately considered. Some degree of variation across councils is inevitable with 
different asset management philosophies, different interpretations of policy, different qualities of life and 
expectations, but if the review, audit process and public consultation is robust this variation should not be 
undue. Thus there would appear to be ample provision for consultation and review. In common with many 
consultation and review processes getting the community (including the „growth community‟ to engage 
with the process is a challenge. The calculations behind DCs are complex and perhaps more uniform 
reporting throughout NZ would make it easier to understand.  

 

Q45 Are there different regional or local features that justify different approaches to when and how to 

apply infrastructure charges? 

No region or district is exactly alike, whether socially, economically, culturally or environmentally, and thus 
they will all have differing needs in terms of infrastructure provision. Economic conditions in each location 
have changed over time, which has then resulted in different levels of service that is acceptable to the 
local community. Each community/council has its own geographical, ecological, economic, social/cultural 
and historical profile. These dictate needs and aspirations, refer above to A.42 regarding „democratic 
local decision making‟. The key point in this is that the decisions around this must be transparent and well 
communicated to various stakeholders.  

 

Q46 Are infrastructure charges an equitable and efficient way of funding infrastructure services? 

 

Unless all costs are expected to be socialised by the wider community, then this perhaps is an 
appropriate way forward, and acts as a check on the appropriateness of the development. DCs are a 
relatively new tool, 2015 will see 10 years of DCP given the lead time for subdivisions and major new 
infrastructure it would seem relatively early at this stage to assess there impacts. DCs immediate 
advantage is that the cost of infrastructure (by way of DCs payment) is considered and accounted for at 
the very beginning of the project. It also acts as a check on whether the development is realistic. 
Otherwise a moral hazard can emerge.  

 

Q47 Do infrastructure charges become fully capitalised into the value of the land? 

If this questions means are these fully passed on by the developer to the purchaser then our assumption 
is yes in good times although this may affect profit margins in bad times. However, given the time for 
some properties to sell, then the developer will perhaps bear some financing costs. This should help 
manage the appropriateness and realism of the development. 
 

Q48 What alternative methods of funding could deliver fairer and/or more efficient outcomes? 

Where appropriate private developer agreements which enable Council to partner with developers should 
be explored, such as the BBLOA. Of note is that this whole are is generally Greenfield as it a potentially 
easier location to begin with. Targeted rates can work in some circumstances; Public/private partnerships 
may work for particular projects, and financial contributions for others. With major projects Councils 
should perhaps demonstrate that all of the funding mechanisms available have been considered. This 
would be a consideration that is recorded around „significant projects‟. Capping by central government is 
seen by some as a method of ensuring some fairness - if the process for deriving DCs is robust all of the 
calculations accurate then by capping DCs the cost of funding must come from another source. In general 
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this may mean that socialisation of the costs onto the wider community to the benefit of a few. In some 
cases, this may be appropriate, but this a rare exception rather than the rule. Should the government 
deem the development to be desirable, it could actively subsidise the development contribution, similar to 
some Australian States. In sum, a wide variety of development and funding tools needs to be available.  
 

Building controls 

Q51 Compared with overseas, are there specific New Zealand conditions or peculiarities that necessarily 

require additional or more costly building controls and standards? 

For example, New Zealand’s geography, topography, seismic activity, wind conditions, water quality, etc. 

Natural hazard risk has already been referred to previously.  

 

Performance of the building and construction industry 
 

Q55 Have rising construction costs contributed to rising housing prices and affordability in New Zealand? 

Have construction costs increased because the level of building activity has risen more rapidly than 

supply capability? What other factors are relevant? 

As well as costs around land, there are also substantially higher costs around building construction and 
design. This is due, in part, to the large house sizes that have emerged in New Zealand. her costs 
associated. As QV notes, the average size in new Zealand has grown from – 166.4m2 in 1990 to 
194.2m2 in 2000, and 205.3m2 in 2010

2
. This is a substantial increase. In addition, costs associated with 

such aspects as kitchen design and features, and the overall desirability of ensuite bathroom and other 
features also need to be taken into account. http://www.dbh.govt.nz/bofficials-estimated-building-
costs#map1 

 

Population and demographic change 

Q62 To what extent has immigration influenced overall housing demand? Has it been a significant factor 

in the recent surge in housing prices? Has the influence of immigration on housing prices been uniformly 
distributed? 

Whilst it is difficult to define with any form of precision, immigration has had some impact on local housing 
demand. As the WDC Demographic Background report

3
 notes, substantial numbers of international 

migrants aged 30-44 moved into our district. As these are often cashed up migrants rather than early 
starters, it probably led to higher prices. Anecdotal evidence suggests that local sellers were looking for 
international buyers who were prepared to pay a premium for amenity elements rather than paying prices 
based on local income.  

 

Q63 Where has population growth contributed most to rising housing prices?  

Metropolitan centres 

 

Q64 Has population growth been concentrated in the major regional cities? If so, why? Is this changing? 

Yes, although some areas with high levels of amenities and good climate also benefitted, such as coastal 
areas close to a provincial city. 

 

Q65 What are the major demographic and social changes that have influenced housing demand? Have 

these impacted on affordability for first home buyers or affordability more generally? 

 

                                                      
2
 http://www.qv.co.nz/propertyinformation/KnowledgeCentre/Average+house+size+by+age10052011.htm 

3
 http://www.wdc.govt.nz/PlansPoliciesandBylaws/Plans/SustainableFutures/Documents/Demographic-

Profile-of-the-Whangarei-District.pdf 
 

http://www.dbh.govt.nz/bofficials-estimated-building-costs#map1
http://www.dbh.govt.nz/bofficials-estimated-building-costs#map1
http://www.qv.co.nz/propertyinformation/KnowledgeCentre/Average+house+size+by+age10052011.htm
http://www.wdc.govt.nz/PlansPoliciesandBylaws/Plans/SustainableFutures/Documents/Demographic-Profile-of-the-Whangarei-District.pdf
http://www.wdc.govt.nz/PlansPoliciesandBylaws/Plans/SustainableFutures/Documents/Demographic-Profile-of-the-Whangarei-District.pdf
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Aging population and the increased trend of baby boomers that purchased houses as an asset. As these 
age cohort also try to divest assets later on, and then this may also impact on prices.  Yes, first home 
buyers have been affected by these changes.  

 

Q66 To what extent have changes in household composition affected the demand for housing? 

It can have a significant effect, both in the number of lots or dwelling needed, and the land consumed to 
prepare these lots. In Whangarei District, our population is projected to increase at approximately 1000 
people per annum, from 74000 in 2006 to 129000 in 2061, a difference of 55000 people. The present 
household size in the district is 2.6, meaning that approximately 28500 dwellings were used by 
permanent residents (excluding holiday homes, which also have an impact on pricing). However, given 
that the household size is projected to decline to 2.4 per household, this would mean that approximately 
53750 dwellings will be needed for permanent residents in 2061 (excluding holiday home), a difference of 
25250 dwellings. Given the aging of the population, many of these new dwellings are likely to be targeted 
towards an aging population, who may have smaller needs than at present. In Whangarei district, a large 
number of the recently built dwellings are very large in size, and many may not fit the future housing 
needs or social demands. 

 

Q67 How have household preferences for housing changed? What future demographic trends will be 

important in influencing housing demand? 

The aging of the population is likely to have a very significant impact. However, if all of the future retirees 
try to cash in house assets (or business assets) at the some time, this may have a dampening impact on 
price levels.  

 

Q68 Does the apparent mismatch between the increasing average size of dwellings being added to New 

Zealand’s housing stock and the projected shift to smaller households raise any market or policy issues? 

Yes – both in terms of land consumption and the levels of materials used to construct houses. This may 
represent a misallocation in terms of future demand.  

 

Q72 What is the impact of local property taxes (rates) on housing demand? How does the overall burden 

of taxation on housing in New Zealand compare with other countries? 

As the report itself notes, the proportion of rates within housing values has decreased significantly from 
2.2% in 1980, to 0.65% in 2008, so in real terms, this would imply a reduction in the impact. But, the 
perception of the high cost of rates, relative to disposable income levels, remains high, especially as this 
is the closest level of government to people. However, it is noted that the services offered by Australian 
and New Zealand local government are more reduced compared than other localities, therefore full 
comparison with other locations outside Australasia is difficult.  

 

Macroeconomic influences 

Q75 To what extent have housing prices been affected by labour market developments including 

relatively low unemployment rates during the housing boom period and increases in casual employment? 

Northland had a strong period of economic growth, and jobs growth 2000-2008. But it has been hit with 
one of the country‟s highest rates of unemployment since the GFC. This is likely to have an impact on 
local house prices, especially when combined with a high number of empty sections and houses, but the 
ongoing population growth and popularity in terms of amenity value tends to hold prices up in many 
areas. So whilst the job market may have an influence on the sales of houses, it may not always be an 
indicator of the price factors.  

 

Relative costs of renting versus owning 

Q83 What are the benefits of owning rather than renting a home, and visa versa? Given the choice, is 

the preference for renting over home ownership becoming more common in New Zealand? 

In a time of relative job security, or at least options in terms of the availability of a selection of job options 
in a provincial centre, then owning a home is likely to be a preferred option in terms of tenure ship and 
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security. But in a time of upheaval, or in location where alternative job options are not available, then 
renting may be a more preferred option. This allow for a level of risk management in case of a household 
shock, as people can look at alternatives in other locations. This can, however, increase the level of 
churn. Renting a house may give options in terms of „trade-up‟, although the level of security in terms of 
tenancy is not as available. Perhaps the Productivity Commission should look at the relative trends in 
terms of tenancy agreements – e.g. fixed terms versus ongoing as supplementary information.  

 

Q85 Have changes in the costs of renting and ownership caused changes in the level of first home 

ownership? 

It is difficult assign any form of causality for this question – given that the housing market is complex. 
Whilst there may be anecdotal evidence of this, or situations where people are trading up via rental rather 
than purchase, the level that this is happening is difficult to quantify. As a side bar, why didn‟t the 
Productivity Commission also make a comparison between rental prices and disposable income ratio in 
Figure 15? That way a more complete evaluation could be made.  

 

 

 

 

Yours faithfully 

 

David Coleman 

Senior Strategic Planner 


