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1. INTRODUCTION 

 

1.1 My name is Philip Mark Osborne.  I am an Economic Consultant for the 

company Property Economics Ltd, based in Auckland.  My qualifications 

include – Bachelor of Arts (History/Economics), Masters in Commerce, a 

Masters in Planning Practice, and have provisionally completed my doctoral 

thesis in developmental economics.   

 

1.2 For the past ten years I have been an economic property consultant for 

Property Economics.  Previous to this I have been a business analyst to 

several large firms both here and in Europe.  I also taught economics at both 

the secondary and tertiary level.   

1.3 I have recently advised, and currently advise, local authorities including 

Christchurch City, Napier City, North Shore City, Auckland Regional Council, 

Wellington City and Wellington Regional Councils, Waikato Regional Council, 

Manukau City, Waitakere City, and Far North Councils in relation to forward 

planning and resource valuation issues.  I also provide consultancy services to 

a number of large private sector clients in regard to a wide range of property 

issues, including economic impact assessments, forecasting market growth, 

determining future land demand for the residential and business sectors, and 

economic cost-benefit analysis.  

1.4 This is the third statement of evidence I have provided to the Independent 

Hearings Panel for the Christchurch City Council (Council). I have provided a 

statement of evidence in chief and rebuttal in relation to the Strategic 

Directions Proposal.  I confirm that I have read and understood the Strategic 

Directions, Commercial and Industrial chapters of the proposed Christchurch 

Recovery District Plan (pRDP).  I am also familiar with the economic 

environment that currently exists in Christchurch City and its surrounds.  

 

1.5 I have participated in expert conferencing with economic and retail experts on 

the 30th March 2015.  The outcome of the conferencing on economic matters 
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was a limited statement stating that while there was agreement on the benefits 

on having a strong CBD but there was disagreement on how to achieve this.   

2. CODE OF CONDUCT 

 

2.1 I confirm that I have read the Code of Conduct for Expert Witnesses contained 

in the Environment Court Practice Note 2014 and that I agree to comply with it. 

I confirm that I have considered all the material facts that I am aware of that 

might alter or detract from the opinions that I express, and that this evidence is 

within my area of expertise, except where I state that I am relying on the 

evidence of another person.   

 

2.2 In preparation of this evidence I have considered several sources of 

information including but not limited to: 

 

(a) Official documents including: Land Use Recovery Plan, Christchurch 

Regional Policy Statement, Christchurch City Plan, Christchurch 

Central Recovery Plan, Strategic Directions, Residential, Commercial 

and Industrial chapters of the proposed Replacement District Plan; 

(b) Property Economics Commercial Report dated November 2013; 

(c) Canterbury Development Corporation (CDC) economic summaries; 

(d) CERA office market review 2014; and 

(e) Statistics NZ business frame data. 

 

3. SCOPE OF EVIDENCE 

 

3.1 I have been engaged by the Council to provide evidence on the economic 

importance that sits behind the Commercial and Industrial Chapters of the 

pRDP.  My evidence deals with the relevance of economic efficiency, 

community wellbeing and recovery when considering the appropriate location 

and scale of business activity within the City.  It focuses more on the 

Commercial Chapter, but I have taken into account the approach adopted in 

the Industrial Chapter, in coming to my conclusions. 
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3.2 It also addresses the economic value of a centres hierarchy and the need in 

this environment to give primacy to the Christchurch Central Business District 

(CBD or Central City) to secure and maximise community wellbeing through 

economic prosperity.   

 

3.3 In particular, I have considered the potential costs and benefits associated 

with the decentralisation of business activity within Christchurch.  My evidence 

is based on identifying the potential adverse effects of allowing this dispersal 

to continue when compared with the potential risks of market intervention as 

contained in the Commercial Chapter of the pRDP.   

 

4. EXECUTIVE SUMMARY  

 

4.1 Over the 2000 to 2010 period Christchurch City saw growth in business 

activity that was in line with the national average.  Christchurch City 

accommodates approximately 10% of total national employment.   

 

4.2 While this growth has continued even post-earthquakes, the composition and 

location of these activities have changed significantly over the past 4 years.   

 

4.3 A key change in the Christchurch economy post-earthquake is the 

decentralisation of business activity (specifically commercial) from identified 

centres.  This dilution of activity will have long-term impacts upon the 

competitiveness and economic prosperity of the Christchurch community.   

 
4.4 This change is not simply an effect of the loss of substantial capacity from the 

CBD as a result of the earthquakes.  This trend had been of concern for at 

least 10 years prior.   

 

4.5 In 2000 the CBD accounted for 53% of commercial activity within the City.  By 

2010 this figure had fallen by over 20% to under 41%.  The competitive 

deterioration of the CBD has diverted commercial activity throughout the City 

with commercial activity now becoming increasingly dispersed throughout 

Christchurch.   
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4.6 The key issue that is of concern within the Christchurch economy is the 

undermining of the wider competitive influence of the CBD and the fact that 

loss of activity from this, and other centres, is likely to reduce Christchurch’s 

economic competitiveness as a City resulting in a fall in community well-being. 

4.7 It is important to note that individual decisions within the market will not 

necessarily result in the most beneficial outcome for the community as a 

whole.  Business decisions do not consider the cumulative effects on the wider 

market.  Economic benefits to the Christchurch economy with regard to 

centres such as the CBD are dependent on critical mass that produce 

increased productivity overall.   

4.8 It is fundamental that the pRDP considers the location of business activity as a 

strategic and competitive long-term advantage for the community, and 

regulates accordingly.   

4.9 The costs of continued sprawl in the case of Christchurch’s economy include: 

 

(a) A decline in centre amenity and a social value potentially not 

achieved elsewhere i.e. a net loss of value.  There is a social value 

placed by the community on a vibrant CBD - if commercial activity is 

simply dispersed throughout the City this value is likely to be lost 

altogether. 

 

(b) Loss of agglomeration benefits:  The proportional disbursal of this 

commercial activity throughout Christchurch City and the proportional 

decline of commercial activity within the Christchurch CBD is likely to 

have a significant impact upon productivity rates within the City.  

Based on a conservative impact rate if the proportion of activity out of 

centre were to be reduced to 43% effectively increasing the effective 

density of centres by 70% this could increase productivities by over 

$450m per annum.  

 

(c) With over $58m spent through the LTP on upgrading public centre 

based assets the loss of activity within these centres increases the 
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marginal cost of this infrastructure while reducing the social value 

attributable to these public goods and services.  The CBD typically 

attracts the greatest range and scale of these assets and so loss of 

activity in this central location often results in more significant costs.   

 

4.10 While the CBD environment is inherently changed due to the proportional loss 

of commercial activity retail too has suffered the same fate.  The result for the 

retail market is clearly outlined in Mr Heath’s evidence1 where the CBD’s 

district wide retail presence fell by 20% in the last 10 years leading directly to a 

substantial decrease in the CBD's vitality and vibrancy and undermining the 

values outlined above.   

 

4.11 There has been a clear trend within the commercial market in Christchurch 

from 2000 with the predominance of commercial activity locating outside of 

centres.  This distribution of activity is clearly not in keeping with the direction 

of higher level documents such as Chapter 6 of the CRPS which seeks to 

strengthen (and in the case of the CBD aid its recovery) centres with primacy 

given to the CBD by focusing new commercial development into the Central 

City, Key Activity Centres (KACs) and neighbourhood centres.  This provides 

for an efficient utilisation of existing infrastructure and supply while creating 

levels of intensified activity that generate economic benefits.   

4.12 The Commercial Chapter of the pRDP essentially identifies the Christchurch 

CBD as the primary focus for large commercial development (> 500sqm GFA).  

While growth and recovery of the CBD is a clear focus of both the CRPS and 

the pRDP there is a need for flexibility with commercial development 

opportunities provided for in the full network of current and future centres.     

4.13 The capacity for commercial development and supply identified by the pRDP 

is not limited to these centres as capacity for commercial activity not only 

exists in commercial office parks but can also take place in industrial areas.   

                                                   
1
 Evidence of Timothy Heath, 13 April 2015, paragraph 14.3.  
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4.14 While the pRDP permits ancillary commercial activity within industrial areas at 

30% of the primary floorspace or 500sqm (at the lowest value), as well as 

‘standalone’ commercial space to 150sqm, it has recognised not only the 

economic costs of increasing level of these activities historically locating in 

industrial zones but also the CRPS's objective 6.2.6 (2) which states  

 

"Except where identified for brownfield redevelopment, areas used for 

existing industrial activities are to be used primarily for that purpose, 

rather than as a location for new commercial activities".   

 

4.15 There are two alternative approaches one is to allow the market to continue to 

disperse commercial activity within an environment that no longer has the 

existing infrastructure to support even the relative loss suffered in the past.  

The second is to make the Christchurch CBD (as well as other centres) a 

more attractive place to do business.  Given fundamental need for recovery in 

the Christchurch economy, the urgency with which this recovery is needed and 

the structural shortcomings of the current market (need for amenity, 

infrastructure development etc) the latter is insufficient to generate this change 

and requires a certainty of direction to reduce investment and locational risks.    

 

4.16 As with any intervention into the market operation there are likely to be costs 

associated with these changes.  In the short term this restriction of commercial 

activity is an investment into the long term prosperity of the economy.    

4.17 The key to the proposed chapters, economically, is to provide the Christchurch 

economy with an efficient, effective, business environment that will provide 

nationally competitive locations and enhance the long-term economic 

prosperity of the community.   

 

5. APPROACH TAKEN IN PRDP 

 

5.1 The Commercial and, in part, the Industrial chapters of the pRDP seeks to 

strengthen and encourage commercial activity into a current and future 

network of centres.  The policies and rules included in these chapters not only 
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2000 2006 2007 2011 2012 2013 2014
A Agriculture, Forestry and Fishing 1,786 1,633 1,526 1,523 1,545 1,522 1,638

B Mining 167 322 354 471 491 297 272

C Manufacturing 28,570 28,976 28,649 24,118 23,631 22,865 22,765

D Electricity, Gas, Water and Waste Services 659 770 869 1,147 1,191 1,013 1,223

E Construction 6,986 11,655 12,259 11,293 15,392 19,466 22,177

F Wholesale Trade 9,350 11,184 11,290 11,290 11,059 10,808 11,203

G Retail Trade 17,697 21,214 21,388 20,138 19,438 19,950 20,335

H Accommodation and Food Services 11,640 13,714 14,033 13,144 11,020 11,378 11,931

I Transport, Postal and Warehousing 11,009 10,483 9,616 8,926 9,046 9,131 9,682

J Information Media and Telecommunications 3,782 4,334 4,536 3,662 2,996 2,619 2,642

K Financial and Insurance Services 3,630 4,930 5,130 4,699 4,380 4,197 4,212

L Rental, Hiring and Real Estate Services 2,659 3,628 3,469 3,002 2,973 3,179 3,356

M Professional, Scientific and Technical Services 7,674 12,210 12,294 13,281 13,746 14,746 16,212

N Administrative and Support Services 6,988 9,865 10,085 10,559 10,438 10,830 11,750

O Public Administration and Safety 5,712 7,097 7,313 7,806 7,234 7,545 8,537

P Education and Training 12,320 14,253 14,059 15,602 14,851 14,332 14,715

Q Health Care and Social Assistance 19,109 22,026 22,650 24,348 23,818 23,832 24,553

R Arts and Recreation Services 2,928 3,713 3,589 3,551 3,278 3,078 3,160

S Other Services 5,368 6,913 7,011 6,917 6,578 6,621 6,796

Total All Industries 158,034 188,920 190,120 185,477 183,105 187,409 197,159

seek to reduce the impacts of inappropriate out of centre commercial activity 

but also direct this activity based on the roles and functions (as well as 

economic benefits) of centres.  As such large appropriate commercial 

businesses are encouraged to locate within the Central City with Commercial 

Core areas such as KACs providing locational choices for medium (under 

500sqm GFA) sized commercial enterprises.  Finally appropriate Commercial 

Fringe locations are more likely to meet the role of accommodating local 

serving offices and so commercial business under 250sqm are encouraged to 

locate there.   

 

6. CHRISTCHURCH ECONOMY – A SNAPSHOT 

 

6.1 The Christchurch City economy has seen significant levels of growth in the 

past 14 years both nominally and relatively.  Total employment in the City 

since 2000 has risen over 25% with the majority of growth in construction and 

commercial activities.  By comparison total employment in New Zealand has 

also grown by 25% over the same period.  Table 1 outlines the Christchurch 

changes:  

 

Table 1: Total Christchurch city employment changes (2000 – 2014) 
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6.2 Of particular interest is the rise in commercial activity2 within the City, growing 

45% in 14 years compared to 37% nationally3.  However a significant 

proportion of this growth has been due in part to the earthquake rebuild over 

the past 4 years.   

   

6.3 An important change in the growth that Christchurch has experienced over the 

past decade is the locations in which this growth has occurred.  In terms of 

identified centres within the Christchurch network there was little proportional 

movement over the 10 years prior to the earthquake, with approximately 11% 

of commercial activity within these centres  Over this same time these centres 

did experience an overall proportional drop due to the loss of industrial 

employment to other locations.  This relocation is seen as entirely appropriate 

as centres become less competitive for land intensive and sensitive activities.  

However over the same period commercial activity out of these centres and 

the CBD rose from 36% of the market to over 48%.  This trend was of course 

exacerbated by the earthquakes which increased this to over 66% of all 

commercial activity within Christchurch outside of centres.  Post-earthquake 

centres other than the CBD rose from 11% of the commercial market to 14% 

capturing some of the significant drop experienced by the CBD.   

 
6.4 Table 2 below shows total and commercial employment growth within the City 

and the location of this growth.  As can be seen the Christchurch CBD, prior to 

the earthquakes, had experienced a substantial fall in employment from 31% 

(2001) of the City’s jobs to only 25% by 2010  In terms of commercial activity, 

the Christchurch CBD accommodated 62% in 2001 compared to only 42% 

(falling to 26% post-earthquake) of office workers by 2010.  This dispersal of 

economic activity is resulting in two manifest concerns, firstly the deterioration 

of the CBD as a regionally and nationally competitive location and the impact 

upon the overall productivity and growth of the City.   

 

                                                   
2
 Commercial activity in this sense is defined by ANZSIC categories that would proportionately locate in office accommodation: 

Including 10% of education and healthcare.   
3
 Table 1  
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2001 2006 2011 2012 2013 2014

Total City Employment

    Total 158,034 186,570 185,234 185,477 183,105 187,409

    Commercial 35,835 47,066 48,234 49,222 47,720 48,796

Christchurch CBD

    Total 48,615 52,223 46,545 26,998 27,888 30,869

31% 28% 25% 15% 15% 16%

    Commercial 22,079 23,718 20,387 9,697 10,897 12,455

62% 50% 42% 20% 23% 26%

Table 2: Comparative Employment Changes in Christchurch City (2001 – 2014) 
 

 

 

 

 

 

6.5 This trend of commercial activity locating out of centre has had a significant 

impact upon the level of commercial businesses competing for land in 

industrially zoned areas.   

 

6.6 Between 2000 and 2009 an average of 10,000sqm of commercial space was 

consented within industrial zones representing appropriately 40% of all 

commercial space consented within the City.  This increased to over 60% 

post-earthquake.  Similarly commercial employment flourished with growth to 

2010 of 120%.  Within this 10 year timeframe commercial employment within 

industrial zones went from 10% to over 30% of the total City’s activity.  Over 

the same period the proportion of industrial activities within these zones has 

fallen from 75% to only 55%.  This situation has only been escalated due to 

the earthquakes.   

 
6.7 The issues that arise from this level of competing activity within the zones 

include: 

 

(a) ineffective infrastructure planning and utilisation; 

(b) disjointed land use and development; 

(c) reverse sensitivity issues; 

(d) increased land prices reducing the ability and viability for the intended 

use; 

(e) overall fall in competitiveness for industrial activity in Christchurch 

City; 

(f) lack of certainty for industrial growth and development potential 

(g) land banking; 
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(h) distortion of supply available and planned for the market (potentially 

resulting in insufficient supply); 

(i) relocation and location of commercial activity away from economically 

efficient locations such as centres; 

(j) dispersal of commercial activity reducing overall agglomeration 

benefits to the City, and hence wider competitiveness; 

(k) an overall decline in centre amenity; 

(l) increased marginal costs for community infrastructure; and 

(m) reduced ability for the Christchurch CBD to recover. 

6.8 With industrial areas experiencing three times the level of commercial growth 

compared to the City (pre-earthquake, with more subsequently) there is real 

concern of adverse effects resulting from the relocation of commercial 

activities to less appropriate locations.  As such the Commercial and Industrial 

chapters must in my view present a unified directive to establish commercial 

activities within centres.   

 

6.9 A key consideration in regard to the potential recovery of the CBD and the 

Christchurch economy in general is the expected growth in business activity 

over the next 10 years.  While the current business activity composition within 

the City has been perpetuated and dominated by the City’s rebuild, this 

composition is likely to regain some normality over the life of the pRDP.  

Having regard for these changes and the fundamental drivers of growth 

outlined in Appendix 3 it is expected that Christchurch City will experience 

growth of approximately 5,500 commercial ECs by 2026.  The significant 

growth in the commercial sector within the City over the past 3 years has in 

large part been generated by Professional Services led by the Construction 

sector.  It is important to understand this level of growth as it pertains to 

potentially new and expanded businesses which often exhibit greater 

locational mobility.   

 

6.10 Since February 2011 approximately 110,000sqm of new office space has been 

built in Christchurch with over 60% being developed in the suburbs4.  With a 

                                                   
4
 CBRE Research, CERA May 2014 
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total current stock of only 76,000sqm the Central City5 has lost approximately 

83% of its office capacity.  With a height of 25,000 commercial ECs in 2008 

the office stock in the CBD of 415,000sqm was significantly underutilised by 

2011 with only 20,000 commercial ECs.   

 

6.11 The Christchurch economy is poised to experience some significant changes 

over the next few years driven in no small way by the Government’s 

commitment to its recovery.  Given the ability for Christchurch to overcome 

historical ‘hang-ups’ it has the potential to dramatically improve its 

competitiveness and capture growth from the wider South Island as well as 

nationally and internationally.  However, for the Christchurch economy to truly 

prosper it is fundamental that business locations are competitive.  High value 

added employment requires high amenity, accessible locations exhibiting 

convenience to other services, agglomeration benefits and often high business 

profiles.  These concepts are discussed in more detail later in my evidence.   

In terms of competitiveness it is important to recognise that larger businesses 

servicing larger national markets often have locational options in most major 

centres.  The Christchurch community most therefore consider carefully the 

business environment directed by the pRDP and intervene by regulation, 

where appropriate, to facilitate greater community wellbeing through this 

development.   

 

6.12 It is also important to understand that while the past business trends 

experienced by Christchurch would indicate a move of activity away from the 

CBD. the earthquakes have left the future role and contribution of the CBD 

even more vulnerable as it no longer possesses the critical mass to sustain 

itself.  While the decentralisation of activity is of concern, the immediate 

emphasis should be placed on the recovery of the CBD.  As a highly influential 

competitive asset it is critical to the recovery of the Christchurch economy as a 

whole that significant emphasis is placed on generating activity within this 

principal centre.   

 

                                                   
5
 As defined by CBRE 
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7. JUSTIFIED INTERVENTION 

 

7.1 The need for exogenous intervention into a market is necessitated by the 

fundamental intent of seeking to maximise community wellbeing either through 

improvements in equity or an improvement in economic efficiency.  The 

commercial chapter of the pRDP seeks to improve economic efficiency within 

the district’s business environment, consequently enhancing community 

wellbeing.   

 

7.2 In simple terms the fact that a market will not seek to maximise community 

wellbeing but pursue individual party interests is important in understanding 

whether the market requires a balancing mechanism in order to redress the 

potential imbalance between community interests and individual interests.  It is 

important to note that this is not simply an academic exercise - the result of an 

individual party or parties gaining an additional proportion in profits (or simply 

a decrease in costs) could result in the loss of a tangible resource for the 

community hundreds of times more valuable.   

 

7.3 There is a distinct thread running through the Resource Management Act 1991 

(RMA) that deals with community wellbeing in terms of efficiency.  A primary 

guiding principle of the RMA is the efficient (and sustainable) utilisation of 

scarce resources within a community.  There has been recognition from the 

Environment Court that efficiency, as it pertains to the RMA, relates to 

economic efficiency and there is a need for this to instruct policy governing the 

utilisation of these resources.  This implies that the decisions by which these 

resources are consumed are derived in an economically efficient manner.   

 

7.4 The market is indeed a powerful mechanism for the efficient allocation of 

resources and unnecessary intervention will cause markets to operate 

inefficiently with potential benefits lost to the community in order to protect 

private concerns.  What is therefore essential is that society’s resources are 

priced according to their real value to society as a whole, rather than 

individuals.  This is the basis for my view that left to its own devices the 
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commercial market will not operate efficiently given the fact that the market 

fails to consider total community well-being.  This is also the approach 

promoted in the proposed commercial [and industrial] chapters. 

7.5 For the purposes of this evidence there are three forms of economic efficiency: 

productive, allocative and dynamic.  Productive efficiency relates to the 

efficient use of resources to maximise the ‘bundle’ of outputs (goods and 

services) an economy can produce.  Allocative efficiency has to do with the 

value of what is produced to the community as a whole.  This implies that 

community welfare is maximised based on a particular allocation of resources.  

Although this is often seen as "Pareto Efficiency" - where it is not possible to 

make a member of the community better off without making someone else 

worse off - in public economics this has been more commonly referred to in 

terms of the community as a whole.  In some cases, where possible, this 

requires compensating affected parties.  In order to pursue allocative 

efficiency it is fundamental that all key consumer values and preferences are 

identified and considered.  This point is pivotal with regard to maximising 

community wellbeing from scarce resources and is therefore fundamental in 

understanding economic efficiency.   

7.6 Finally Dynamic efficiency deals with the differing timeframes often occurring 

between options.  This efficiency seeks to compare outcomes in terms of a 

‘net present value’ (this general requires the use of a discount rate for the 

comparison of costs and benefits).   

7.7 Economic efficiency is essential when providing for sustainable resource use, 

thus efficient employment is important with regard to economic well-being.  As 

stated and consistent with the RMA, this efficiency should not be a 

rationalisation for the protection of individual businesses or business locations 

through simple trade competition.  However, what is essential is the 

identification of any distributional effects from the operation of the market.  

Distributional effects are costs or benefits that are not considered by the 

market and yet are critical to enhancing the community’s economic and social 

well-being.  In relation to the pRDP for Christchurch these are not simply the 

potential decreases in trade or business in any given area but the additional 
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real benefits to the community of having these activities in these specific 

locations.  

7.8 There is an important distinction to be made in terms of the types of 

externalities that must be considered here.  Externalities typically take two 

forms, pecuniary and true.  Pecuniary externalities equate simply to market 

effects which are not, and should not, be assessed under the RMA.  These are 

simple price effects and are not considered in cost benefit analysis.  True or 

technical externalities have a real impact on the efficiency level of a market 

thereby affecting community well-being.  They are effects of a market decision 

on the resource use of a third party.  The impact of externalities, their need for 

inclusion and market efficiencies are explained further in Appendix 1 of this 

evidence.  Externalities occur when one party’s actions affect another party’s 

well-being and the relevant costs and benefits are not reflected in the market.  

The RMA makes a clear distinction between market effects and true 

externalities.  The sustainable and efficient management of resources under 

the RMA is based on the inclusion of these effects.    

7.9 In part the justification for intervention in locating business activity is similar to 

that given for residential.  Local authorities restrict the spread of residential 

development to more intensive zones because the costs of allowing dispersal 

are significant and are not considered by the market, such as increased 

infrastructure costs, reduced transport efficiencies, inefficient land use, as well 

as reduced community amenity.  These are factors that an individual 

participant in the market does not always consider, not just the impact of these 

costs on themselves but the cost of their decision on others.  While local 

authorities generally seek to improve the overall attractiveness of appropriate 

locations, this ‘reinforcement’ is seldom enough to change individual 

behaviours sufficiently and generally requires some form of regulation.   

7.10 The opposing costs of not allowing residential activity to spread are potentially 

a short term increase in housing/land prices and reduced development. These 

are costs that in commercial business are likely to be less (than in residential) 

and yet the net benefits of restricting residential expansion are clear. The 

continued expansion of residential activity would not only incur increasing 
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community costs but has the potential to stifle innovation and produce a 

dispersed community.  Planning is about informed value judgements and 

potentially restricting individual choice for the benefit of the entire community’s 

well-being.   

7.11 A fundamental factor in operating competitive vibrant business centres is the 

level of amenity offered; key to this is the level and choice of retail activity 

within a given area.  To remain competitive and fulfil its role and function in the 

community, it is crucial that a primary business centre provides an appropriate 

level of both retail and commercial (office) activity.  This is a symbiotic 

relationship where one relies on the level of activity produced by the other.  

This relationship primarily between commercial and retail activities creates 

more vibrant community centres which translates to greater community 

wellbeing.   

7.12 It is important to note that the appropriate level of activity is proportionate to 

the competitive size of the district and economy in general.  It is not 

appropriate to assume that the level of centralised activity, in the primary 

centre, within a larger economy is the same as in a small district.  Larger 

economies typically have a greater number of business centres that represent 

a smaller proportion of the total activity while still creating economies of scale 

and efficient resource use.  The recent global economic decline and the 

devastating earthquakes have however elevated the importance to the 

Christchurch economy of centralising activity to improve efficiency and 

competitiveness.  As businesses seek to improve efficiency and productivity it 

is vital that Christchurch City offer a competitive centre network as well as a 

strong and vibrant CBD to the wider economy.   

 
7.13 It is also fundamental that the commercial market in Christchurch is placed 

into context.  The need for intervention and the need for certainty through the 

pRDP in this market is not just predicated by the risk of inappropriately 

dispersing commercial activity and the subsequent losses, but by the strong 

direction from higher order documents that the recovery of the Christchurch 

CBD will be facilitated.  The timeliness and level to which the Christchurch 

CBD recovers already faces significant challenges such as viability, increased 
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competition, potentially uncompetitive rents and initially low amenity.  In light of 

some of these issues, businesses that would seek to relocate to a recovering 

CBD need some mitigation of the risk that others will not follow.  A function of 

the pRDP is to provide a degree of certainty to the market that the recovery of 

the CBD (and in fact the economy as a whole) will be facilitated in a timely 

manner.   

 

8. BUSINESS DECISIONS 

 

8.1 Market decisions are primarily made based on private costs and benefits - 

typically costs or benefits borne by the community that are not recognised by 

the participants and therefore lead to an inefficient allocation of resources.  

Businesses choose locations based on a series of criteria that are balanced 

against their own costs and benefits and therefore produce the highest net 

gain for themselves.  These criteria generally include, but are not limited to: 

suitable profile / exposure, accessibility for customers and suppliers, feasible 

costs, appropriate parking provision and appropriately shaped sites.   

 

8.2 The benefits of the market lead approach are the clear market signals that are 

necessary to produce equilibrium in the market where the amount of business 

land supplied is in balance with demand in any given location.  Traditionally, 

retail and office along with other activities, have clustered into ‘centres’ due to 

observable benefits to both the consumer and producer.  These benefits of 

agglomeration have, in part, been recognised by the market and are inherent 

in business location decisions.   

8.3 However in the presence of externalities, or wider market failures, (impacts not 

considered by the market) these signals can fail resulting in either an over or 

under production of business activity in the wrong locations.  Without 

regulation, business locational decisions in Christchurch will continue to be 

based on private cost benefit decisions that do not address wider community 

considerations of overall economic prosperity and recovery.  Given the 

opportunity, operators and developers will continue to locate based on their 

own returns and will not have regard for what is best for the community.  
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Individual businesses within Christchurch are sometimes motivated by private 

benefits that carry with them costs to community that far outweigh these 

individual gains.   

8.4 Although many of the criteria outlined above are represented within centres, 

the weighting of each is important.  For example ‘destination’ retailers prioritise 

land costs given that they do not require the critical mass created within 

established areas.  This is often justified by the potential savings they offer to 

consumers while reducing their own costs.  It is argued that these private 

benefits are often outweighed by the costs to the community of this locational 

strategy. This cost is further exacerbated by the exodus of smaller stores 

following the larger profile retailers.  This pulling power is evident in the retail 

market as it operates currently.  When consolidated, retail landlords such as 

malls negotiate lease terms with larger anchor tenants they factor in the large 

patronage they will generate for smaller retailers and leverage the rents 

accordingly.  While the situation for commercial office activity may not be as 

obvious it is still driven by the profile created by other businesses.   

 

8.5 It is important when considering the dispersal of business activity within 

Christchurch City to consider the difference between the marginal impacts of a 

business operating inefficiently and isolated impacts.  This is an important 

point especially with regards to centres.  For example, the loss of shoppers, or 

workers, in a centre will have a marginal impact on vitality.  This change is 

very difficult to assess comparatively.  For example, shoppers would need to 

be asked what impact on the vitality value a 10% decrease in shoppers would 

have on a centre.  Therefore, when making a decision on the likely impacts of 

dispersal of business activity, consideration must be had for the total value 

(cost and benefits) and the likely proportional (incremental) impact on the 

variables affecting these (e.g. the number of shoppers visiting a centre).  Often 

however a value judgement must be made by public decision makers as to the 

comparative values of these costs and benefits.  
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8.6 In the Christchurch market the marginal impacts on the CBD are relatively 

obvious.  In his evidence6 Mr Heath has highlighted the impact on retail sales 

in the Christchurch CBD over the past decade with a proportional fall of retail 

spend from 24% (2002) to 20% by 2010.  These incremental impacts have 

culminated in real changes to the CBD’s retail environment.  The supply of 

alternative retail locations at the level experienced in Christchurch over this 

period has resulted in the shift of individuals from the CBD resulting in a fall in 

the quality of retail provided here thus perpetuating the proportional decline.   

8.7 Spatially it is important to note that decentralisation also refers to the sprawl of 

centres, as opposed to the growth of centres, where capacity exists within the 

identified centre but activity often takes the path of least individual resistance 

and spreads throughout the periphery.  This in effect undermines the potential 

efficiencies of intensified land use.  The argument that some businesses 

require these locations to operate effectively simply reflects an individual 

position and does not consider the net impacts on the economy as a whole.  

This consideration is fundamental in providing for the long-term wellbeing of 

the community.   

8.8 The fundamental issues underlined here are simple to outline but somewhat 

more difficult to assess.  They involve the principle that centres are community 

assets in themselves and therefore assessment must be considered for: 

 

(a) what are the potential benefits of locating business activity in 

‘centres’? 

(b) does the market (either supplier or consumer) give appropriate 

recognition to these benefits and the potential community value? 

(c) are these true externalities and what is the potential extent of these 

benefits to the community? 

(d) what are the likely costs of restricting the potential locations for 

business in Christchurch to higher density areas? 

(e) what level of priority should the CBD hold over other potential 

business locations? 

(f) what measures can be taken to realise some of these benefits? 

                                                   
6
 Evidence of Timothy Heath, 13 April 2015, paragraph 14.3. 
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8.9 An economic objective of the Commercial Chapter of the pRDP is to create a 

centres' network that provides for the vitality and vibrancy of these centres 

encouraging growth and efficiency of investment and business productivity.  

 

8.10 Given that there are potential costs associated with regulation, not least of 

which is the muting of market indicators, there needs to be a clear 

understanding of the level of potential effects associated with the market 

failure.  These assessments are not intended to quantify the direct impact of 

proportional decentralisation but to indicate the potential social and economic 

values that are jeopardised.   

8.11 In terms of a hierarchy there is clear recognition of the economic significance 

of the CBD (or Central City) to the Christchurch and Regional economy.  The 

Christchurch CBD plays a crucial role in the identification of the City as a 

whole, but also provides essential profile enabling the Region to compete for 

business from the wider North Island.  The CBD represents a significant 

community investment that has the potential to provide net economic returns 

that are unlikely to result anywhere else in the Region.  As such the 

Commercial chapter recognises the primacy of the Christchurch CBD in the 

hierarchy of centres within the City7.  There are very real economic benefits 

attributable to activity that specifically locates in centre and in particular the 

CBD.   

 

9. EFFICIENCIES OF INTENSIFIED BUSINESS ACTIVITY AND THE CHRISTCHURCH 

CBD 

 

9.1 The economic argument for intervention is based on the fact that the market 

fails to consider significant community benefits achieved through the 

consolidated location of business activity.  These failures conceal the true 

value of centres and if unchecked are likely to result in an inefficient use of 

resources.  It is important to note that the loss of these potential benefits are 

not confined to the impacts on existing business activity but must also be 

                                                   
7
 Objective 2(a)(iii): "supports the function of District and Neighbourhood Centres as community focal points, while giving primacy 

to the central city, followed by District Centres and Neighbourhood Centres identified as Key Activity Centres" (my emphasis).. 
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considered in terms of the potential future efficiencies that could be achieved.  

In these terms a lost social benefit is tantamount to a social cost.  The 

potential loss to the community of ‘decentralised’ business activity is coined in 

this section of my evidence in terms of the benefits of ‘in-centre’ activity.  

 

9.2 The benefits (or alternatively dis-benefits) discussed here include the decline 

in centre function and amenity along with adverse effects on the roading 

network, public transport provision, resource productivities, land efficiencies, 

community facilities, productivity and centre infrastructure.  Each is also 

assessed in terms of whether they should be regarded as ‘true’ externalities 

and to what level the market may (or should) be considered to have regard for 

them. 

 

Decline in amenity of centres  

9.3 The amenity of a centre is directly related to its vitality and vibrancy, which in 

turn has a strong correlation with the level and potential level of people within 

a centre.  A loss of patronage to a centre is not only likely to result in 

decreased infrastructure efficiencies and a fall in other activities but is very 

likely to reduce the value residents place on the vibrancy and sense of 

community achieved there.   

 

9.4 In considering the costs and benefits of the pRDP it is important not just to 

have regard to the current situation that exists in Christchurch, but the benefits 

that are likely to be attributable due to adopting a consolidation approach.  

These benefits can then be weighed against a more liberal dispersal stance 

possible under the existing Operative Plan.  The hypothesis here is that 

Christchurch has already suffered from some levels of dispersed development 

that has potentially reduced the social value of the CBD.  It is also important to 

note that as activity intensifies in this centre the social value associated with it 

is likely to rise still further (there are spatial limits to this in larger areas that 

can ‘crowd out’ or reduce this increase.   

9.5 As commented earlier the comparison here is not the current situation 

compared with continued decentralisation (or the ‘with’ or ‘without’ scenario) -  
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it is consolidation of business activity in the CBD versus the dispersal 

scenario.  Value to the community of these retail / community centres is not 

just what is currently valued by the community but what could be achieved.  

This value is an indication of the potential loss to the community that is unlikely 

to be replicated elsewhere.   

9.6 It can be argued that this activity and vibrancy act as a competitive advantage 

for the CBD and thereby work as trade competition.  However, the value of the 

CBD to patrons is not just determined by their own decisions but those of other 

participants who do not consider this loss in their decision making, resulting in 

a direct resource effect on a third party.  By dispersing business activity the 

value of a vibrant centre is reduced. In my view there is little doubt that, 

allowing for congestion, there is typically a direct relationship between the 

level of activity in a centre and the average amenity value achieved from it.  

For Christchurch City this is crucial as less intensive commercial, or 

commercial activities based in other areas, argue that they provide a unique 

attractive area for business.  In economies the size of Christchurch City such 

areas are unlikely to result in ‘additional’ business activity within the district 

and simply detract from the potential efficiencies of this activity being 

consolidated.  In simple terms although there may be some benefit to the 

individual businesses in locating in less intense areas, the loss to the economy 

as a whole will inevitably outweigh this.   

9.7 Prior to the earthquakes Christchurch exhibited signs of ‘commercial sprawl’, 

as illustrated in Appendix 2 Map 1, with businesses being attracted to fringe 

locations outside of the Christchurch CBD and in fact any centres.  As would 

be expected with the destruction suffered by central areas this dispersal has 

been accentuated as a result of the earthquakes.  As previously stated 

although this may be beneficial to these individual businesses, within the 

current Christchurch economic environment, these locational decisions will, 

and have, impact upon Christchurch’s overall efficiency and productivity.  

Further to this, dispersing commercial activity, and the resulting reduction in 

vitality and vibrancy will reduce the marketability or competitive nature of the 

remaining CBD and its recovery, in turn shifting the balance for other 
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businesses who are likely to reassess their locational choices away from the 

CBD.   

 

9.8 A more liberal view may also illustrate the problem of reducing the choice of 

some people for the benefit of others.  The issue here pertains to welfare 

economics; it is the wider community well-being that should concern policy 

makers.  This is the purpose for intervention impacting upon what the market 

would produce so that it creates a social equilibrium.  In making a private 

decision a patron may weigh up a price saving of say $50 per annum (in an 

out-of-centre location) with their social value of an existing centre, $40, and 

make the decision based on the perceived $10 gain.  However the fact that 

they no longer use the centre may have a cumulative effect on everyone else 

of $100 per annum.  Thus the community well-being is enhanced by having 

that patronage in the centre.   

9.9 In terms of benefits to the wider economy vibrancy and local amenity are often 

key factors in the housing and employment decisions made by skilled labours.  

This environment is more likely to lead to increases in value added goods and 

productivity gains for the local economy.  The current framework under which 

businesses locate in Christchurch is likely to exacerbate the dispersal of this 

activity and significantly delay the recovery and potentially the ultimate 

functionality of the CBD, reducing Christchurch’s overall competitiveness not 

only for business in general but in terms of its appeal as a visitor destination 

and residence.   

 

Agglomeration and productivity gains 

9.10 The arguments for agglomeration pertain mainly to specific productive 

activities within an economy. The basis for these arguments is that increased 

densities lead to synergies, improved flow, economies of scale and utilisation 

of resources.  The presence of agglomeration effects within the New Zealand 

market is somewhat contentious, however the supporting academic and 

empirical evidence identifying the economic benefits are particularly strong 

and widely accepted.  Work undertaken in 2007 by Ascari Partners and 

Richard Paling Consulting (Williamson, Paling & Waite, 2007) has shown  that 
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a doubling of employment densities accompanied by accessibility will result in 

productivity gains of around 6%.  While work undertaken in Britain (Dan 

Graham 2006) found that the doubling of the effective density rate (in a given 

area) resulted in average productivity gains of 12.5% and service sector gains 

of 22.1%.  It is important to note that these productivity gains would need to 

already exist in a market for them to be considered by individual firms and are 

therefore less likely to occur without other incentives for them to locate here.   

9.11 In 2009 Motu presented a paper co-authored by Dan Graham8.  This research 

represented a well-documented relationship between business density and 

productivity in the New Zealand context.  It showed that agglomeration 

benefits were in fact present in the New Zealand market at varying degrees 

across sectors.  In this 2009 publication they found that a 10% increase in 

effective densities had 0.69% greater productivity.   

 

9.12 Agglomeration benefits are generally based around the ability for a CBD (or 

intensified centre) to provide the following: 

 

(a) increased specialisation – there may be enough business to support 

a general accountant or lawyer in a small town but in a large city 

there is enough to support business advisers who specialise in very 

narrow fields of work thereby improving efficiency and expertise; 

(b) knowledge spillovers, both between firms in the same sector and 

across sectors, leading to increased innovation;  

(c) competition – the presence of lots of firms offering similar products 

spurs on competition, innovation and efficiency and there are lots of 

buyers to compete for; 

(d) larger labour markets offer wide choices for employers and the 

opportunity to recruit staff with specialist skills; and 

(e) economies of scale are created by serving larger markets. 

 

9.13 There are varying levels of these benefits given the overall size and role of a 

centre within an economy.  The Christchurch CBD represents a unique 

                                                   
8
  http://www.motu.org.nz/publications/detail/agglomeration_elasticities_in_new_zealand.  

http://www.motu.org.nz/publications/detail/agglomeration_elasticities_in_new_zealand
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opportunity for Christchurch City to provide these benefits at a level that will 

create a more productive economy, increasing the well-being of the entire 

community and resulting in greater levels of competitiveness for the Region as 

a whole.   

 

9.14 It is important to note that agglomeration is not restricted to large cities but is 

the result (at differing levels) of diversity and the ability for an area to attract 

more productive sectors into the economy that would otherwise service 

Christchurch from outside the area.  These sectors will typically only locate in 

accessible areas that exhibit synergise (spatially) with the local market.  The 

consolidation of activity, within specifically the existing Christchurch CBD, is a 

fundamental means by which Christchurch will attain a degree of these 

agglomeration benefits and improve its economic competitiveness.   

9.15 The agglomeration of commercial activity has two effects which are important 

to distinguish between - the first is the increased profile created by a critical 

mass of activity. There are obvious ‘flow-on’ benefits to suppliers of locating 

within a vibrant and active centre along with the potential for some economies 

of scale. These benefits however are for the most part considered by the 

market in its locational decisions. Based on these benefits alone there would 

be no requirement for intervention as the market would operate efficiently. 

9.16 However the second impact of agglomeration has to do with the environment 

that is created through this critical mass. Centralised business activity creates 

both amenity and diversity with the local area. The agglomeration of 

commerce into centres provides an environment that will facilitate that 

agglomeration of other commercial activities and allow for the productivity 

gains identified above. International research has shown a clear link between 

vibrancy and local amenity and skilled employment and business locational 

decisions. 

9.17 The ability of commercial and retail activities to provide this environment, and 

thereby improve community wellbeing, is not considered in individual business 

decisions and are therefore distributional impacts with regards to this 

resource.  



 

26 
26082264_2.docx 

9.18 The potential level of these agglomeration benefits, in productivity terms for 

the City, are significant.  Table 2 above illustrates the changes in employment 

activity within the Christchurch CBD proportional to Christchurch City over the 

past 14 years.  It shows that the level of non-industrial activity out of centre 

rose from 43% in 2000 to 50% by 2010 and over 60% post-earthquake.  This 

shift alone represents a potential fall in productivity of millions of dollars per 

annum (given the relocation or loss sectors this figure represents the increase 

in productivity for centre based businesses based on the re-accommodation of 

these workers into centres).  The potential migration (or lack of 

accommodation) of business activity from the Christchurch CBD and 

appropriate centres will continue to undermine Christchurch’s GDP, overall 

competitiveness and the recovery of the CBD itself.  In my opinion such a 

movement is inconsistent with providing for the economic wellbeing of the 

community and directly detracts from the potential efficiencies of this activity 

being consolidated within the CBD and other centres.   

 

9.19 By way of example the Commercial Chapter of the pRDP seeks to strengthen 

and encourage commercial activity into centres.  In considering the 

appropriateness and strength of stance taken by the Council it is important to 

consider the potential level of benefits attributable to greater degrees of 

consolidation.  In 2000 only 43% of commercial activity was accommodated 

out of centre in more dispersed locations.  In considering the potential loss to 

community this change represents a proportional loss of some 13,000 EC’s 

from ‘in centre’ locations (given the current size of the commercial sector).  

This represents nearly 70% additional commercial employees in centre.  Given 

the productivity gains outlined in the Motu study and the commercial sectors 

contribution to Christchurch’s GDP, this represents a potential increase of just 

under 2% per annum or in terms of the current size of the economy, an 

increase in productivity of over $450m per annum.   

 

Adverse effects on community infrastructure 

9.20 The provision of community facilities and infrastructure is a social investment.  

The justification for this investment is the social value that these services and 
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facilities provide to the community.  This is considered to be significant enough 

that they are publicly funded and supplied.  One of the reason they are publicly 

supplied is because given their social value the free market would not supply 

enough of them given a patrons individual value (price).  This level of social 

investment is evident through the LTP in which council proposes to “invest” at 

least $58million in the physical upgrade of public assets in centres.   

 

9.21 In the Christchurch CBD these facilities include libraries, civic and 

administrative functions, community centres, public meeting areas, and police 

stations.  These are generally provided in centres with high activity so as to 

coincide with retail and other uses.  The scale of these facilities also coincides 

with the scale of activity located within the centre e.g. the primary library in 

Christchurch is in the Christchurch CBD.  This in, and of itself, is reason to 

suggest that there is a direct relationship between use of community facilities 

and other activity such as retail and commercial activity.  Simply put the 

greater the level of activity and accessibility in a centre, the greater the 

utilisation of such public assets.  Not only is profile important for these types of 

facilities but they are most appropriately located to make good use of multi-use 

trips.   

 

9.22 The provision of community facilities is sometimes seen as a ‘sunk cost’, 

dismissing their relevance and their potential underutilisation as costs to 

decentralised retail activity.  Although this line of thinking is correct with 

regards to the fixed investment.  In my view it fails to consider the return from 

the community investment that is lost if these assets are undermined.  The 

utilisation of these assets has community value that must be considered when 

potentially reducing their usage.  I believe what are seen, in this regard, as 

sunk costs are in fact community investments that must be considered in 

terms of their initial costs (and hence on-going opportunity cost) to society.  

Even if the investment is irrecoverable (hence not property) there is still a need 

to have regard for this investment, especially if not considering their value is 

likely to lead to a duplication of facilities.  In many respects the ‘sunk cost’ 

argument does not pertain entirely to the current Christchurch situation as 
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substantial community infrastructure investment decisions are currently being 

made and so consideration must be made in light of the appropriate returns for 

this community investment.    

 

9.23 There are two potential effects of reduced usage of community facilities within 

centres.  The first is that the marginal cost per patron increases thereby 

reducing efficiency and reducing the social benefits through its provision, and 

the second is that the infrastructure has to be duplicated (even on a small 

scale) elsewhere causing significant inefficiencies of community resources.  

The costs involved in underutilisation of these resources or indeed their 

duplication are relatively obvious and must be considered when locating 

associated activities.   

9.24 The provision of these facilities within centres may result in a slight competitive 

advantage for these retail locations as they draw primary users, however also 

of relevant is that reduced activity densities will result in a lower potential 

utilisation.  The Council provides these resources because they have 

significant social benefit to the community.  To undermine their use, in any 

way, diminishes that benefit.  The basic principle here is to try and maximise 

the net social benefit gained through provision of these goods, therefore the 

location of these is extremely important.  To put a library in the middle of no-

where and then to argue that people still have the choice to use it if it 

enhances their own well-being is not an appropriate response.  It increases 

the private cost and reduces the social benefits associated with that facility.  

Comparatively, co-location has the potential to increase accessibility and 

efficiencies in terms of travel.   

9.25 The argument pertains to whether the choice made by patrons is an informed 

one and whether the ‘free’ market will take into account the true value of these 

resources to the community.  Society is continually restricting consumer 

choice based on what is most beneficial to the community as a whole (for 

example, cigarettes, drugs, pollution etc).  Private choice is restricted for the 

betterment of society, and individual choices must be held accountable to the 

community.   
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Transportation efficiency 

9.26 The basis for this argument lies in the transport efficiencies achieved through 

the agglomeration of activities with one of the key generators of these travel 

patterns being retail patronage. 

9.27 Transportation efficiencies are fundamental when considering the economic 

costs and benefits associated with intervention.  The value of these 

efficiencies are inherently linked to the level of accessibility to activities and 

assets within these areas.  In terms of costs, relating to the proposed 

commercial chapter, it is crucial that consideration is made for the capacity of 

infrastructure as the benefits are likely to be tempered by a ‘crowding out’ 

effect.  In terms of transportation this is often referred to as congestion.  The 

impact of this is to reduce the benefits attributable to these locations while 

increasing the costs in terms of reduced convenience and increased travel 

times.  Given the conditions that exist in Christchurch City it is highly unlikely 

congestion that this will occur.   

9.28 Efficient transportation networks provide obvious benefits to the community 

that are not considered in these decisions.  These benefits include: 

 

(a) reduced public costs for roading and transport infrastructure (reducing 

the need for duplication); 

(b) reduced pollution; 

(c) increased certainty around public and private sector infrastructure 

investment; and 

(d) reduced marginal cost (reducing the ‘per trip’ cost). 

 

9.29 It is generally accepted that there are transport efficiencies associated with 

centralised activity.  It is fundamental to note that not all these benefits are 

considered in individual decisions.  Given that the level of investment into this 

form of infrastructure climbs into the billions of dollars it is critical that this be 

given some level of security as to its efficient utilisation and therefore effective 

return.  The location of commercial activity is essential both directly and 
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indirectly relevant in these decisions due both to the level of activity generated 

by this market and the co-location of other activities due to amenity.   

 

Land Use Efficiencies 

9.30 A key purpose of planning is to produce the most efficient use of an 

economy’s land resource. Planning regulation is designed to control private 

uses for this land resource so as to produce a sustainable long-term outcome. 

Inherently there are two potential short-falls of the market in achieving this with 

regards to business location. 

9.31 The first issue is associated with the potential lack of information available to 

private developers. This may take the form of making decisions without full 

knowledge of competitor investment plans. Inaccurate forecasts of future 

demand may affect the efficient allocation of this land resource. This 

potentially leads to an oversupply of commercial space within the market. The 

relevance to commercial locations is that there is a propensity of out-of-centre 

development to have a greater degree of viability (and lower risk) in the short-

run thus resulting in over-supply.   

 

9.32 Secondly potential efficiencies are lost where a resource is over allocated as 

the market has no necessity to utilise these efficiently. For example, without 

restrictions on residential land some efficiencies would be lost from higher 

density living.  The efficient use of land is fundamental to community well-

being. The provision of relatively cheap land in inappropriate locations 

provides the market with misleading signals which has the potential to reduce 

the productivities of land for the entire economy.  This position is only partly 

tempered by the need to provide adequate quantities of land in appropriate 

locations to meet the potential demand and provide a competitive 

environment.  However, the negative impacts of an oversupply of land are 

most acutely felt in the commercial market and so are most crucial in terms of 

net effects.  Within Christchurch the provision of what is seen as competitively 

priced commercial land will inevitably result in reduced land efficiencies.   
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Central City (CBD) profile 

9.33 While many of the benefits identified above relate to centres in general, to 

differing degrees, Christchurch's CBD potentially represents a driving 

perception for Christchurch as a whole.  Negative images of decline in central 

cities have plagued entire regional economies overtime as this is often seen 

as a regional decline.  In other words, markets consider it a ‘matter of time’ 

before central city decline pervades suburban areas.  The dramatic fall of 

Detroit’s economy has been sighted as an example9 of distant suburbs failing 

to attract skilled labour or achieve growth due to the negative image of the 

central city.   

 

9.34 A CBD profile achieves more than simply the economic role of attracting 

businesses, but also provides the community with a vibrant and legible focal 

point.   

 

10. KEY PLANNING DOCUMENTS AND THE pRDP COMMERCIAL AND INDUSTRIAL 

CHAPTERS 

 

10.1 When considering the appropriateness of the Objectives and Rules within the 

Commercial and Industrial (as it pertains to commercial activity) Chapters of 

the pRDP it is crucial to have regard to the higher level documents that guide 

the aspirations of the community.   

 

10.2 Several key founding documents have been utilised in my understanding of 

the directions and aspirations sought by the Christchurch and Regional 

communities.  These include the LURP (Land Use Recovery Plan), the CCRP 

(Central City Recovery Plan) and the CRPS (Canterbury Regional Policy 

Statement).  Also, as it pertains to the pRDP Commercial and Industrial 

Chapters, Chapter 3: Strategic Directions, of the Replacement District Plan.   

 

                                                   
9
 R. Voith, “Do Suburbs need Cities?”, Federal Reserve Bank of Philadelphia, 1992 
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10.3 In my view the CCRP represents a key document as it outlines the community 

aspirations for its primary centre, calling for a vibrant, compact and diverse 

central city with a strong and sustainable built form.   

 

10.4 A key outcome of the LURP was the introduction of Chapter 6 into the CRPS 

which, in my view, gives a clear directive to support commercial activity in an 

efficient and competitive network of centres.  Section 6.2 of this Chapter 

outlines directions for commercial activities that are consistent with my 

evidence above and the direction of the pRDP Commercial Chapter including: 

 

(a) Reinforcing the role of the Christchurch central business district within 

the Greater Christchurch area as identified in the Christchurch 

Central Recovery Plan (6.2.2 (3)); 

 

(b) Support and maintain the existing network of centres below as focal 

points for commercial, community and service activities during the 

recovery period: 

 

(i) The Central City; 

(ii) Key Activity Centre; and  

(iii) Neighbourhood Centres; 

 

(c) The development and distribution of commercial activity will avoid 

significant adverse effects on the function and viability of these 

centres (6.2.5); and 

 

(d) New commercial activities are primarily directed to the Central City, 

Key Activity Centres, and neighbourhood centres (6.2.6).   

 

10.5 The above objectives, in my view, recognise two key factors that contribute 

significantly to the ability for the Canterbury and Christchurch economies to 

recover and sustain growth in a way consistent with the RMA 1991.  The first 

is the identification of both the retention and growth of commercial activity 

within centres is fundamental to economic recovery (and growth).  The second 
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factor is the specific recognition of the Central City both in 6.2.2 (3) and 6.2.5.  

This recognition, in my view, highlights my position that commercial activity 

within the Central City creates a value that is not replicated for the community 

elsewhere.   

 

10.6 The CRPS also seeks to address the issue of commercial activity within 

industrial areas.  Objective 6.2.6 (2) of the CRPS identifies this issue and 

seeks to address it by stating “Except where identified for brownfield 

redevelopment, areas used for existing industrial activities are to be used 

primarily for that purpose, rather than as a location for new commercial 

activities”.   

 

10.7 It is clear from the above documents that the pRDP has a requirement to 

direct commercial activity into the Central City as well as KAC and 

neighbourhood centres.  Issue 3.4.1 (b) of the Strategic Directions Chapter of 

the pRDP identifies a key issue as providing certainty regarding the location of 

future activities, recognition of this is found in 3.5.2.2 which outlines the 

primacy of the Central City supported by a network of complementary centres.  

This is turn is supported through Objective 3.6.2 (iii), (vii) and (ix) which 

support the role of the Central City as well as KACs as focal points for 

commercial activity.   

 

10.8 The Objectives of the Commercial Chapter within the pRDP clearly sets out 

the concerns and issues raised in the LURP and CRPS.  Objectives 15.1.1 

and 15.1.2, state: 

 

(a) The critical important of commercial activity to the recovery and long 

term growth of the City is recognised and facilitated in an enabling 

framework that supports viable commercial centres; and 

 

(b) Commercial activity is focussed within a network of centres 

(comprising the Central City, District, Neighbourhood, Local and 

Large Format centres) to meet the wider community’s and 

businesses’ needs. 
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10.9 In considering whether the Commercial chapter achieves the objective of 

economic growth primarily within a network of commercial and industrial areas 

in appropriate locations (pRDP 3.6.1.3) it is important to consider whether the 

proposed rules go too far or indeed far enough.  A simple analysis of the 

benefits of intensification of the Christchurch CBD would suggest that the 

greater the level of business growth accommodated here the greater the 

economic benefits.  However for any assessment of effects, under the RMA, it 

is crucial to have regard to both the benefits and costs. 

 

10.10 As stated the market is an efficient allocator of scarce resources. Market 

indicators such as price typically channel these resources based on demand 

and relative value. The recognition of social benefits over and above these, 

and any subsequent intervention, has the potential to influence these 

indicators and lead to inefficiencies. 

 

10.11 Intervention into the ‘free’ operation of the market in the form of greater 

emphasis on the Central City and KAC’s in the Commercial Chapter of the 

pRDP may result in: 

 

(a) the retention or increase in the price of business land; 

(b) congestion leading to reduced accessibility and therefore a ‘crowding 

out’ of the benefits outlined; 

(c) potential exclusion of some development models; 

(d) reduced flexibility in centres that previously had more permissive 

standards; and 

(e) increase in the cost of business operation. 

 

10.12 The provision of cheaper land for business use has long been the basis for the 

decentralisation of activity. The priority of land costs in business location 

decisions is most commonly held by low profile businesses that do not rely on 

the presence of other business activity to support the viability of their business. 

However, as previously stated, these businesses themselves create a profile 

that inevitably changes the relative ‘attractiveness’ of locations for other 
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businesses. This in turn has a significant impact on all benefits previously 

identified.  

 

10.13 The simple point here is the provision of cheap land can create a competitive 

advantage for a local area, however this is a short term benefit that is typically 

outweighed by the reduction in amenity achieved by other businesses and 

therefore a ‘roll–on’ decentralising effect.  The market does not consider these 

dis-benefits and therefore the price of this land for these businesses is not a 

true representation of its cost, thus leading to inefficient resource use. 

 

10.14 Accessibility is a key factor in the level and existence of the benefits 

attributable to business agglomeration. Without accessibility, benefits will be 

significantly reduced. It is fundamental that capacity of the existing network is 

maintained.  However this is unlikely to be an issue for Christchurch as 

infrastructure in appropriate locations is rebuilt in accordance with the 

proposed development of land uses under the LURP.  

 

10.15 Over the past 15 years there has been a proliferation of development models 

fundamentally structured so as to compete by utilising their ‘destination’ status 

and therefore avail themselves of resources with reduced competition.  

Development of retail and office blocks out-of-centre are feasible where 

businesses do not require the benefits of existing centres and in fact thrive on 

the redirection of centre activity.  These developments are often at the 

forefront of community dis-enablement as they create greater costs than they 

generally provide.  There is no reason to suggest that these development 

models will not operate successfully in competition with others, as they do 

currently throughout New Zealand.  An example of this is the ability for 

supermarkets, under sufficient direction, to locate within centres and operate 

viable businesses without locating out of centre.  

10.16 The potential increase in business costs relate primarily to rents.  This also 

occurs in a free market where the agglomeration benefits outlined are 

recognised and realised by the market and considered in their locational 

decisions.  These increases are general a market reaction to the increases in 
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productivity achieved.  However, as previously discussed, these benefits are 

not always recognised and as such their value is reduced in the market 

leading to a spiralling fall, such as has been experienced in Christchurch over 

the past decade.  Without intervention into the market in the pRDP there would 

be no corresponding increase in production to outweigh the potentially higher 

rent levels.  Overall the potential to increase business costs is more than meet 

through the increased density while additional economic benefits accrue to the 

community as a whole.   

10.17 Due to the fact that the potential losses to the community of allowing continued 

decentralisation are so great the current 'recovery', and the likely risks to the 

economy are so limited, it is entirely prudent in my view to assume a proactive 

stance on this issue.  There is an important balance to be maintained between 

protecting community benefits and potentially stifling positive market growth.  

Given the current environment however it is my opinion that the former is more 

likely in Christchurch.  It is not the role of the Council to restrict competition or 

protect commercial interests.  It is however its role to protect and enhance the 

community’s social and economic well-being.  

 

10.18 When considering the current issues that face the recovery of the Christchurch 

CBD such as limited amenity, relocated activity, economic viability of 

development and lack of certainty for investment, it is crucial that the 

Commercial Chapter of the pRDP directs commercial activity primarily into 

centres with the CBD achieving primacy of these centres.   

 

10.19 The Commercial Chapter of the pRDP seeks to address the issues around 

strengthening the CBD and other commercial centres by utilising Gross Floor 

Areas (GFA) and Gross Leasable Floor Areas (GLFA) to direct commercial 

office space in keeping with the role and function of these centres while 

providing sufficient demand remains to enable the recovery of the CBD.   

 

10.20 Several centre specific total limits apply when considering certain centres but 

the general tool utilised by the Commercial Chapter seeks to limit Commercial 

Core areas to 500sqm while Commercial Fringe is limited to 250sqm.  Chapter 
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15 as well as the Industrial Chapter further limits out of centre commercial 

activity, with the Industrial Chapter limiting permitted commercial ancillary 

activity to 30% of the primary activity’s floorspace or 500sqm whichever is the 

lesser and ‘standalone commercial activity up to 150sqm.   

 

10.21 The pRDP allows for discretionary and restricted discretionary commercial 

activities beyond these restrictions to occur.  These generally require 

consideration of the potential impact on the vitality and amenity of the centre 

network and as such represent, in my view, a sufficient ‘release’ valve for 

commercial activity.   

 

10.22 From an economic view point a key consideration in the facilitation of business 

growth is a sufficient supply of business land.  Commercial growth projections 

to 2026 would suggest an increased demand for some 160,000sqm (based on 

5,500 ECs in varying commercial sectors).  This additional demand does not 

consider an increase in efficiency for existing space and so represents in my 

view the higher end of the expected demand.  Given the capacity that exists in 

the recovering CBD as well as the development of over 65,000sqm of new 

commercial floorspace and the potential supply that remains in existing and 

proposed centres, there is more than sufficient capacity to accommodate this 

growth.    

 

10.23 While it is also important that other initiatives are undertaken to improve the 

attractiveness and competiveness of the Christchurch CBD, given the market's 

reluctance to locate in centres under a more permissive planning structure, it 

is crucial for the future growth and recovery of the Christchurch economy that 

the pRDP directs commercial activity into the centres network proactively.   

 

11. ADDRESSING SPECIFIC SUBMISSIONS 

 

11.1 There are a variety of submissions that have been made both in favour and 

against the commercial and industrial (as it pertains to commercial activity) 

chapters.   

 



 

38 
26082264_2.docx 

11.2 It is of interest to note that there are no submissions that question the 

importance and primacy of the Christchurch CBD to the City’s economy, nor 

the importance of locating activity here.   

 

11.3 The majority of submissions that relate to the evidence I have presented are 

concerned with the level of commercial activity that is permitted in industrial 

zones.   Submissions on this include: 

 

(a) 920: Waterloo 

(b) 1181: AE Architects Ltd 

(c) 600: Melanesian Mission Trust Board 

(d) 840: Ngai Tahi Property Ltd 

(e) 874: Jarras Holdings Ltd 

(f) 1189: Papanui Properties Ltd 

 

11.4 The submissions on commercial activity within industrial zones address two 

concerns firstly that the restricting of ‘standalone’ commercial space of 

150sqm is too restrictive and should be increased to allow for larger 

commercial businesses.   

 

11.5 While there are efficiency gains achieved through the location of commercial 

service provision close to the industrial activities they service there is also a 

real risk of simply allowing the continued proliferation of commercial activity 

within these areas that has been experienced over the past 14 years.   

 

11.6 Given that these commercial businesses seek close proximity to their 

customers they service a localised market.  As such they typically require 

smaller offices for the purposes on the immediate market.  Office based 

businesses that provide these services for a wider market obviously do not 

exhibit the same efficiencies based on a dispersal of customers and therefore 

are more likely to be able to locate in appropriate commercial areas.  By 

permitting greater levels of standalone commercial space in industrial areas 

the risk to overall efficiencies, the community and growth are significantly 
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increased as these areas start to compete with commercial fringe locations 

changing their role, function and efficiencies.   

 

11.7 The argument for ancillary offices within industrial areas relates to the same 

principles.  Although there are economic benefits from the integration of the 

office and industrial functions of businesses, there is also a risk to the 

strengthening of centres directed by the LURP and CCRP.  As the office 

function of a business grows its ability to function efficiently from industrial 

locations detracts from its potential economic contribution to the community as 

a whole.  While the pRDP does not prohibit this activity it does seek to assess 

the potential impacts of these activities that are greater 500sqm as these 

typically have the most to offer centres.   

 

11.8 Allowing office activity at the level that would be signalled by the changes 

sought would further undermine the economic activity generated by the 

Christchurch CBD and other commercial centres, defusing any degree of 

intensity and allowing the continued scattering of commercial activity 

throughout the City.  There is an absolute need to intensify commercial activity 

within the Christchurch CBD and not set precedents for allowing it to be 

accommodated elsewhere.   

 

11.9 The centres network identified through the pRDP will not only provide 

sufficient commercial capacity for the recovery and growth of the Christchurch 

economy but will direct that growth into sustainable, efficient and competitive 

locations  

 

11.10 The continued economic development of Christchurch City requires 

competitive changes to occur.  It is now, more than ever, crucial that the 

economic environment within the City is as competitively and efficiently 

managed as possible.  Business location is key in the creation of this 

environment.   

11.11 In terms of an economic development strategy it is crucial that the centres-

based hierarchy as promoted through the Council's approach occurs so as to 
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foster a greater comparative advantage for the Christchurch economy.  As 

identified above in section 9 the decentralised activity already taking place is 

potentially costing the community millions of dollars per annum.  Without such 

changes it is more and likely that the local economic environment in which the 

community finds itself will continue to fall resulting in significant losses in 

community wellbeing and income.   

 
12. CONCLUSION 

 

12.1 The Christchurch economy faces significant challenges over the next decade, 

not least of which is the reestablishment of a functioning and competitiveness 

Central City that meets the social and economic needs and aspirations of the 

City’s community.   

 

12.2 While the objectives provided by higher level documents such as the LURP 

and CRPS outline clear directions for the strengthening and development of 

commercial activity within the CBD, KAC’s and the wider centre network, there 

is also clear economic evidence that this will enhance community well-being. 

 

12.3 It is also clear that the direction, prior to the 2011 earthquake, favoured by the 

market was a decentralisation of commercial activity.  While the commercial 

market across Christchurch has increased 45% in the last 14 years, 

commercial activity outside of the main commercial centres has increased 

over 150%.  While this has been in part due to the 2011 earthquake the 

impacts were felt well before this with the current situation serving to indicate 

the level of change necessary to remedy this.  
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12.4 The reestablishment of the CBD already faces significant hurdles and is likely 

to take well beyond the life of the pRDP.  Even with a mind-set of recovery it is 

under these conditions that the Commercial Chapter of the pRDP must seek to 

direct commercial activity into te CBD and the centre’s network to improve and 

sustain vibrancy, vitality, social value and economic prosperity.   

 

 

 

Philip Osborne  

13 April 2015  
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APPENDIX 1  

 

EXTERNALITIES AND COMMUNITY WELL-BEING (RETAIL EXAMPLE) 

 

The key factors in the argument against complete retail liberalisation are the externalities 

produced by this market.  Externalities are community (social) costs or benefits that are not 

received or paid for by those involved in the market transaction, the decision makers.  Typically 

markets with negative externalities (costs) over produce as illustrated by Figure 1 while markets 

with positive externalities under produce (benefits), Figure 2.   

 

Figure 1: Market with associated negative externalities (e.g. Out-of-Centre Retail) 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Market with associated positive externalities (e.g. In-Centre Retail)  
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There are two types of externalities to distinguish between, true externalities and pecuniary 

externalities.  True externalities are external costs and benefits that are not mediated through 

markets.  It is necessary for Council to consider these as equating social and private costs and 

benefits could potentially increase the well-being of the entire community.   

 

With regards to retail the decisions of some parties significantly impact on the well-being of 

others.  This requires consideration of the total benefits to the community of retail location and 

agglomeration in order to maximize these benefits or minimize the costs.   

 

An example of a positive externality in terms of retail location is the additional community benefit 

achieved through creating a vibrant, attractive community focal point that provides a sense of 

community.  Under normal market conditions the critical mass needed to create this may not be 

maintained due to the fact that people are considering their own costs and benefits and not the 

impacts they have on others.  Given this scenario the demand for in-centre retail may be lower 

(D=MPB) than is efficient.  Figure 3 outlines this scenario.  Point A represents an unregulated 

market.   

 

Figure 3: Supply side intervention in a market with positive externalities 
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Point A shows the market where the positive externalities of in-centre retail are not considered. 

The market will produce Q1 of in-centre retail floorspace. Given that there are benefits that the 

market does not fully consider the demand curve should be represented by MSB, this would 

produce more retail activity at Q2.  However, given the nature of this market the intervention is 

not on the demand side but on the supply side. With Council intervention, increasing the amount 

of in-centre retail will move the supply curve from S to S1. This creates a market, in this 

example, that is in a social equilibrium where community well-being is maximized.  Simply put; 

in-centre retail has community benefits not recognized by the market. When included this 

produces a greater benefit to the community than the market if left to its own devices. 

 

An argument, for a potential cost of this intervention, is that by protecting in-centre development, 

retail costs (primarily rents) remain higher, limiting the increase in supply. However, in a 

competitive market this will have a limited, if any, impact on price.  Conversely, the development 

of retail activity out-of-centre not only reduces these benefits but also has direct costs 

associated with it. The potential provision of additional infrastructure, increase travel etc must be 

attributed to this retail by location. 

 

This under representation of costs is illustrated by Figure 1.  If these costs were included the 

supply curve would decrease increasing the price, that now includes these external costs, and 

decreasing the amount of out-of-centre retail the market would permit. Unlike many markets 

however it is difficult to charge or tax specific retail locations it is therefore necessary to restrict 

the quantity of retail in these locations. The restriction of this retail space is key to planning as it 

maintains land efficiency.  To achieve this efficiency all relevant externalities must be 

considered. 
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APPENDIX 2  

COMMERCIAL EMPLOYMENT CHANGES CHRISTCHURCH CITY 

 

The Map below illustrates the spatial changes in net commercial employment activity throughout 

Christchurch City.  Map 1 shows the movement of commercial activity over the 14 year period 

2000 to 2014.  This illustrates significant dispersal of activity throughout the City.  Prior to the 

2011 earthquake the CBD still captures a degree of growth, albeit a decreasing level.  The 

dispersal of activity shows the sprawl perpetrated not only by the earthquake but also by a more 

relaxing planning framework.  It is this market movement that the Commercial and industrial 

chapters of the pRDP seeks to address.   

Map 1: Commercial employment Changes for Christchurch City (2000 – 2014) 
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APPENDIX 3  

COMMERCIAL EMPLOYMENT PROJECTION METHODOLOGY   

 

Employment Projection: 

Essentially commercial employment has been projected through: 

1. Assessing the national growth level of GDP and employment top 2026 by sector 

2. Assessing Christchurch City’s proportional growth based on population projections and 

historical trends (relationship to national growth by sector) 

3. Christchurch’s total employment projections are broken down into first level ANZSIC 

categories through local trends from 2000 to 2014 

4. Commercial employment (indicating office based activity) growth is based on the 

categories outlined above.   

Further outline of employment projection assessment 

 

Using the Statistics NZ Medium Series population forecasts, historical business demographic 

trends and the changing demographic profile of the Christchurch City, Property Economics have 

projected commercial employment for Christchurch out 2026 factoring in changing labour force 

participation rates over the period.  

The sector projected employment for the following areas is based on a variety of factors 

including: 

• National and Regional GDP and employment projections 

• Population projections – these are key both to labour force projections and population 

based employment.   

• Labour Force projections (skilled / unskilled) 

• Labour Force participation rates for Christchurch City have been increased throughout 

the 2014 – 2026 period leading to a rate 10% higher than the current national average.   

• Regional ability to accommodate growth, especially the potential relocation of business 

(commercial) activity from the wider area.   

• Christchurch’s sub-national relative business land supply and prices 
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• Trended growth from at least the past 14 years at an Census Area Unit level 

• Economic development directions 

• Locational criteria by sector 

• National / Regional and local supply of inputted goods and location of market 

• Business sector analysis 

• Increasing working age 

It is also important to note that these projections do not factor in changes in land prices resulting 

from changes in Christchurch’s competitiveness and price changes in surrounding areas. These 

factors can influence where businesses decide to locate, however given the unpredictability of 

land values, for the purpose of this assessment it has been assumed that relative prices 

between Christchurch and surrounding areas remain constant over the forecast period. 

 


