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1. INTRODUCTION 

 
 

1.1 My full name is Philip Mark Osborne.  My experience and qualifications are 

set out in my evidence in chief dated 13 April 2015.  

 

1.2 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. SCOPE 

 

2.1 My rebuttal statement is provided in response to the evidence in chief filed 

on 24 April 2015 relating to the economic statements supporting the relief 

from submitters that I consider to have more pronounced implications on 

the pRDP, with positions in favour and against the Council's proposed 

approach in the pRDP in relation to management of commercial activities 

and centres.  The submissions against the Council's position tend to be 

those seeking more substantial commercial relief in the context of 

Christchurch.   

 

2.2 These include the statements from the following individuals: 

 

(a) Mr Michael Copeland for PD Sloan (#934) 

(b) Mr Michael Copeland for Ngai Tahu Property Limited (#840) 

(c) Mr David Harris for Kennaway and Ors, Joint Venture Partnership, 

Orchard Trust, Hornby Consortium (#787) 

(d) Mr Benjamin King for the Crown (#495) 

(e) Mr Marius Ogg for the Crown (#495) 

(f) Mr Philip McDermott for KI Commercial (#789) 

(g) Mr Adam Thompson for Five Blends Holdings and Foxton 

Properties Limited (#819) 

(h) Mr Adam Thompson for Terrace Developments Limited, Hallgrow 

Farms Limited and Foxton Properties Limited (#866) 
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(i) Mr Fraser Colegrave for AMP Capital Investors NZ Limited 

(#1187) 

(j) Mr Fraser Colegrave for Danne Mora Holdings Limited (#1134). 

 

2.3 While there are specific requests entailed in each of the associated 

submissions with relation to the type and quantum of commercial activity 

there is a significant degree of similarity between the economic arguments 

that underlie these submissions.  As such I have found it prudent to 

organise my rebuttal of the submitters expert economic evidence by 

identified issues raised.   

 

3. OVERVIEW 

 

3.1 From an economic perspective, while individual evidence responded to in 

this rebuttal evidence relates to specific submissions, the economic 

evidence presented is based around higher level principles.  These 

principles pertain to the Council's overall position on commercial activity 

rather than the justification for individual sites from a commercial office 

viewpoint.  As such the 'relaxing' of commercial office provisions is 

generally not based around a specific location (albeit some changes are 

sought for specific areas with what are seen as complementary activities), 

but around the level of regulation outlined by the Council's position.  While 

several experts believe that the Council's position as it is understood in the 

pRDP is too restrictive, no economic evidence relating to relativity (what 

level would be appropriate), as far as I am aware, has been provided.   

 

3.2 The evidence of Mr Harris and Mr Copeland both relate to the level of 

ancillary commercial activity permitted under the pRDP and consider that a 

quantum restriction is excessive in meeting the higher order objectives of 

the plan.  Both hold the position that the restriction of ancillary commercial 

activity is in itself sufficient to alleviate economic concerns of commercial 

activity in industrial zones.   

 

3.3 Messrs King and Ogg outline their position for the Crown pertaining to the 

past and current commercial environment within Christchurch and offer 

support for the Council's revised Commercial and Industrial chapters.   
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3.4 Messrs McDermott, Colegrave and Thompson believe that the Council's 

notified Commercial Chapter fails to consider the costs associated with 

restricting the level of commercial activities within certain areas.  Both the 

concerns of Messrs McDermott and Colegrave are addressed within the 

issues pertaining to the use of commercial regulation and economic 

efficiency.     

 

3.5 As stated, my rebuttal has been directed by the primary economic issues 

raised by submitter's evidence.  This approach has been undertaken for all 

evidence with the exception of that presented by Mr Thompson for Terrace 

Developments Limited.  In relation to economic issues the concern raised 

by Mr Thompson appears to be limited to that of capacity and what he 

considers to be a Commercial chapter that offers little in way of increased 

capacity.   

 

3.6 A substantial portion of Mr Thompson's evidence relating to the economic 

position of the Council appears to be a simple critique of my evidence in 

chief.  Given the diversity of opinions ventured in this evidence it was 

difficult to identify clear overarching economic issues raised.  As such I 

respond to Mr Thompson's evidence specifically with the anticipation that 

in doing so it may also serve to address some specific concerns identified 

by other submitters.   

 

3.7 In general the economic evidence is based around the appropriateness of 

the level of regulation pertaining to commercial activity location in 

Christchurch.  The relative levels are based on the need for the 

Christchurch economy and CBD to recover, and the speed and certainty 

with which it does that.   

 

4. ANCILLARY COMMERCIAL ACTIVITY WITHIN INDUSTRIAL ZONES 

 

4.1 The first of the primary issues raised by submitters relates to the level of 

ancillary commercial activity permitted within Industrial zones.  Ancillary 

activities within the Industrial zones of Christchurch are set out in the 

pRDP as those which are 'incidental' to the primary industrial activity.  In 

terms of commercial office space as a permitted activity these are limited to 

either 30% or 500sqm, whichever is the least.    
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4.2 Both Mr Copeland and Mr Harris have presented evidence that questions 

the need for any restriction beyond that of identifying the supplementary (or 

incidental) activity as ancillary within the Industrial zones.   

 

4.3 In addressing this issue Mr Copeland refers to Appendix 8.3 (Copeland 

paragraph 33) of the Council's section 32 evaluation report for the 

Commercial and Industrial chapters.  He cites several factors that the 

report identifies, including the clustering and isolation of commercial office 

development within industrial areas.  While I agree with his statement that 

there would be no impetus for ancillary commercial space to 'cluster' and 

that not all isolated cases would be ancillary, I disagree with his statement 

that ancillary office has not significantly contributed to (or indeed can 

continue to contribute) to the decentralisation of office space.   

 

4.4 In Mr Harris' evidence the examples of ancillary activity outlined in his 

paragraph 5.2 sum to over 20,000m2 of floorspace alone.  Both experts 

identify the potential for increased costs associated with locating 

commercial activities within commercial areas.  In paragraphs 5.3 and 6.3 

of his evidence Mr Harris points out the rental differentials for commercial 

and retail activities between centres and industrial areas.  The issue with 

this is twofold.  Firstly, in terms of land use and land value, uses that 

typically exhibit greater productivity values command greater land values 

(typically following low density production such as farming to higher land 

productive uses such as high density commercial).  The fact that rents for 

commercially zoned land are higher is not an compelling agreement to 

allow this activity to locate in other zones.  Secondly the need to retain 

lower land values in industrial areas is based on the value of competing 

uses.  If ancillary commercial activities were allowed to locate unrestricted 

in industrial areas the demand from these activities would rise, in turn 

pushing land values with them.  This would impact upon the 

competitiveness and viability of industrial activities within Christchurch.   

 

4.5 While acknowledging the value of ancillary office activity and the 

efficiencies they can offer individual businesses there are also costs to 

consider in relation to this.  These concerns include: 
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(a) The uptake of industrial land for non-industrial activities; 

(b) Reverse Sensitive issues with existing industrial activities; 

(c) A reduction in centre activity; 

(d) The impact on land values and rents resulting for inappropriate 

competing demand. 

 

4.6 Further concerns are outlined in paragraph 6.7 in my evidence in chief.   

  

4.7 The objective of the rules around ancillary activity is to encourage 

commercial activities into centres rather than away from them while 

providing for a level of relief for those activities that are unlikely to raise any 

of the concerns above.   

 

4.8 It is of interest to note that the concerns outlined here are not isolated to 

Christchurch.  Examples of ancillary rules in industrial areas include 

Auckland's PAUP which also restricts activity to 30% and the PDP in 

Hamilton City which restricts it further to 25% or 250sqm whichever is the 

lesser.   

 

4.9 While not wanting to stop ancillary commercial activity occurring in 

industrial areas there are real concerns regarding the potential for the 

market to generate significant economic impacts by locating an increasing 

level of commercial activity within these areas.   

 

4.10 While acknowledging the arbitrary nature of the 500sqm cap on permitted 

ancillary activity there is good reason to suggest that as the commercial 

enterprise within an industrial business grows to this level it has a greater 

ability to locate in commercial areas.   

 

5. THE LIMITATION OF OFFICE ACTIVITIES OUTSIDE THE CBD AND KACS 

COSTS AND BENEFITS 

 

5.1 The evidence presented by Messrs King and Ogg for the Crown identifies 

the current commercial market environment within Christchurch.  The 

evidence of Mr King particularly recognises the significant and important 

role the Christchurch Central City has to play in the recovery of the City 

and overall economic well-being (King, paragraph 4.1).  I concur with the 
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majority of both Messrs King and Ogg's evidence regarding the challenges 

faced by the CBD and the recovery of the Christchurch economy in 

general, and the need for a regulatory framework that recognises the 

primacy of the Central City for commercial activity (King, paragraph 8.4) 

 

5.2 Paragraph 8.5 of Mr King's evidence summarises the need for certainty in 

the commercial market for investors: 

  

Appropriate limitations on new suburban commercial development, 

especially office development outside of existing suburban centres, 

can protect both existing suburban centres and central City investors, 

The risks of unrestricted and unconstrained office, commercial and 

retail development in the suburbs could place on-going development 

and investment at risk, particularly for the Central City given the level 

of sunk and new investment proposed in civic assets and 

infrastructure. (King, paragraph 85) 

 

5.3 Mr Philip McDermott has prepared economic evidence for KI Commercial 

Ltd.  This evidence relates to a specific zone change for the Lincoln Road 

area.  In considering the economic merits of this submission Mr McDermott 

has addressed the economic basis for my evidence in support of the 

Commercial and Industrial (part) chapters of the pRDP.  The pertinent 

matters addressed by his evidence are included in paragraph 7 of his 

evidence and include both: 

 

(a) the rationale for limiting office activity outside centres; and 

(b) issues raised in support of the centres based policy: business land 

and competitiveness, agglomeration economies, and externalities. 

 

5.4 While the concerns of ancillary activity in Industrial zones and their specific 

impacts have been discussed in the preceding section of my rebuttal, the 

evidence of Mr McDermott goes further to address the very basis for 

limiting office activities outside of the CBD and other centres.   

 

5.5 In paragraphs 34 to 64 of his evidence he attempts to refute my position 

outlined in my evidence in chief referring to the potential costs and benefits 

associated with the level of regulation sought by the Commercial and 
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Industrial chapter regarding the locating of commercial activities and their 

inherent influence on long-term economic well-being.   

 

5.6 In paragraphs 37 to 39 Mr McDermott questions the 'deterioration in the 

competitiveness of the CBD'.  Interestingly he identifies the total growth 

rate in per capita GDP as an indicator that the CBD as a commercial 

location remained competitive.  There are two important points that temper 

this position. The first is the fact that earnings per capita in Canterbury are 

10% lower than the national average indicating that, while total growth per 

capita may be slightly faster than the national average, it is nominally lower 

than average.  The second point refers to the origin of this growth.  

Statistics New Zealand estimate regional GDP by sector for the 2000 to 

2010 period.  Over this same period the growth in productivity for 

commercial workers has been 58% of the growth experienced by the rest 

of the regional economy.   

 

5.7 When considering the commercial activities that make up this sector it is 

important to understand that the CBD saw a substantial proportional fall in 

nearly all sectors with the Finance sector dropping from 68% of the City's 

employment to only 40% by 2010.  Professional services also dropped 

over this period from 58% to 47%.   

 

5.8 It is also crucial that the Commercial and Industrial chapters are seen in 

relation to the current situation facing the City.  With a fall of nearly 25,000 

ECs from the Central City as a result of the earthquake as few as 5,000 

ECs had returned by 2014.   

 

5.9 Paragraphs 40 to 50 of Mr McDermott's evidence outline well one of the 

many challenges faced by the CBD and its recovery.  While the market 

indicators outlined by Mr Ogg may result in a lowering of these rents it 

remains that achieving growth within a recovering CBD will be difficult and 

will rely on a raft of methods to improve certainty for investment to develop 

and significant public investment to initiate this recovery.  The current lack 

of certainty and potential tenants is placing this recovery at risk.  Anecdotal 

evidence would suggest that developers are starting to be attracted away 

from Christchurch CBD and thereby away from Christchurch.  The director 

of a large investor group Cristo Ltd recently abandoned plans to develop 
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office in Cathedral Square citing a lack of tenants that have settled 

elsewhere and are uninterested in returning.  He stated "We've basically 

shifted the bulk of our investment activities to Auckland. We were going to 

spend a lot in the central city and we now won't spend a single cent." 

 

5.10 There is a clear strategic direction regarding the recovery of the 

Christchurch CBD in order to achieve this, certainty must be provide for 

investment and tenants to return.    

 

5.11 In paragraphs 51 to 54 Mr McDermott addresses the issue of 

agglomeration benefits accruing to the economy through increased density 

in relation commercial activity.  Mr McDermott states that the estimates are 

both difficult to isolate and small in nature (paragraph 52).  I disagree. 

These estimates can be utilised at a Central City level and their relative 

values are significant.   

 

5.12 In paragraph 9.19 of my evidence in chief I conservatively estimated the 

potential gains in GDP of restoring the comparative commercial activity 

back into the CBD at $450m per annum.  In his evidence Mr King identifies 

work commissioned by CERA from SGS Economics and Planning in 2012 

(King, paragraph 7.16).  The scope of the report was to discuss and qualify 

the costs of a dispersed city.  The results suggested a decrease in long run 

GDP of between 1 – 3% as a permanent cost to the regional and national 

economy.  The findings of my high level assessment fall comfortably with 

the middle of this range.    

 

5.13 This cost or lost benefit as termed in my evidence in chief of this dispersal 

does not include the potential increases in new business and gains in 

skilled workers resulting from the improved productivities.    

 

5.14 As outlined in my evidence in chief these benefits are not always 

recognised by the market (as they are not spread evenly amongst 

commercial enterprises) and so individual decisions lead to a degradation 

of these benefits and a lack of competitive advantage for the Central City.  

The exodus of commercial activity from the Christchurch CBD following the 

earthquakes has further undermined the existing level of benefits and so 
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the first 'cabs' off the ranks are unlikely to reap any reward unless there is 

certainty that others will follow.   

 

5.15 Both the Christchurch community and the Central Government are 

committed to the recovery of the Christchurch economy, and as such they 

are also heavily committed to the recovery of the Christchurch CBD.   This 

commitment requires a significant public investment into the mitigation of 

uncertainty for private investors.   

 

5.16 In paragraph 62 of his evidence, Mr McDermott is correct that the 

Christchurch Central City Recovery Plan will do much to restore its role 

and function.  However part of this role is clearly set out as the primary 

centre for commercial activity.  This is fundamental to supporting a liveable 

and vital CBD with commercial, community services, commercial services, 

retail and entertainment operating synergistically.   

 

6. REBUTTAL OF ADAM THOMPSON (TERRACE DEVELOPMENTS LIMITED, 

HALLGROW FARMS LIMITED AND FOXTON PROPERTIES LIMITED) 

 

6.1 The evidence of Mr Thompson extends across a variety of disciplines.  

While there are several assertions and statements throughout his evidence 

in chief pertaining to economics, these are for the most part encapsulated 

in his introduction and paragraph 14 of his evidence which deals directly 

with my evidence in chief.    

 

6.2 Mr Thompson's evidence pertains to the potential context and degree of 

economic costs and benefits associated with the regulation proposed by 

the Council in the Commercial and Industrial chapters of the pRDP.   

 

6.3 Mr Thompson introduces terms such as 'degree of monopoly' and 

'regulatory tax'.  In the context of land use economics these terms simply 

refer to the potential costs of limiting the availability of land for specific 

uses.  The concept of and economic benefits associated with planning 

inevitably call for a degree of restriction on land uses, whether this is to 

avoid unacceptable conflict between activities, to safeguard community 

benefits (e.g. in the case of strategic infrastructure) or to achieve increased 

economic efficiency.   
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6.4 As outlined in my evidence in chief (paragraph 8.11) the introduction of 

regulation results in a degree of influence on market indicators.  The 

potential for a 'regulatory tax' introduced in Mr Thompson's paragraph 4.14 

relates to the potential costs on these land indicators based on their 

restriction.  In the same paragraph Mr Thompson states that this potential 

impact has not been considered.  However paragraphs 10.11 to 10.16 of 

my evidence in chief clearly outline these potential impacts with paragraph 

10.11(a) clearly identifying a potential impact of this intervention as '(a) the 

retention or increase in the price of business land'.   

 

6.5 It is important to note that not all regulation negatively impacts upon the 

price of the associated land.  The zoning and safeguarding of industrial 

land for primarily industrial activities (as set out in the ancillary activity 

section of this rebuttal) protects this land from potentially higher value 

activities (such as commercial) that have the potential to push the price of 

land beyond the reach of industrial businesses and impact negatively on 

the competitiveness and efficiency of business land in Christchurch.   

 

6.6 As stated above there is a clear need to regulate land use activities to a 

degree.  It is the degree to which this is appropriate that is in debate.  

Correctly Mr Thompson identifies a key consideration of this 'degree' as the 

potential demand and supply balance.  Mr Thompson gauges the degree 

of this cost based on an increase of centre-zoned land of 17 hectares (his 

paragraph 14.4).  This 'negligible supply increase' leads him to believe that 

this relative cost will be significant.  This however in my view, is not the 

case.   

 

6.7 A key objective of the pRDP is the consolidation of activity within existing 

areas, this in and of itself does not require an increase in land.  In the case 

of the Christchurch CBD, Mr Marius Ogg for the Crown identifies over 

111,000m2 of proposed or constructed vacant office space.  This excludes 

space not yet tenanted.  On average this figure alone would accommodate 

nearly 6,000 commercial ECs.  He also identifies the potential situation (at 

paragraph 4.2) for an over-supply of CBD office stock given that which is 

already proposed (without even considering the potential capacity within 

this centre) and has identified the pressure already placed on developers 
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to lower net rental rates (Ogg paragraph 4.3).  Given this, it would appear 

that the supply-led costs outlined by Mr Thompson will not be a concern.   

 

6.8 Throughout his evidence Mr Thompson has identified the Auckland 

residential market as an example of the significant impacts on price of 

regulation that unduly limits land supply.  Mr Thompson identifies the 

Auckland residential market as the least affordable in the OECD, while 

paragraphs 14.1 and 14.6 (f) attempt to link the regulation of residential 

land supply directly with the relative price of homes.  This too is somewhat 

counterintuitive.  Auckland is recognised as one of the most geospatially 

expansive cities in the world resulting in a high land area per capita.  The 

affordability and land supply issues raised by Mr Thompson seem 

therefore at odds.  The residential market in Auckland has historically been 

conditioned to wait for the release of greenfield land for residential 

development due to its ease and relatively 'risk free' development.  As such 

the residential market in Auckland has (as Mr Thompson rightly identifies) 

'very little high density housing built'.   

 

6.9 Once again Mr Thompson's statement in paragraph 14.6 (h) is at odds with 

the market reality.  He states that by limiting the CBD to 40ha rather the 

original 90ha that the result will be an inefficient land market.  Firstly the 

40ha identified by Mr Thompson represents the Business Zone within the 

Christchurch CBD, while the area around this makes up the Mixed Use 

Zone which also allows for commercial office development.  The objective 

of this is to provide a more intensive area for core business within the 

CBD, avoiding the past issues of poor amenity and quality created by a 

much more expansive CBD.  As previously stated the proposed (and 

potential) commercial development within the CBD area as a whole is 

extensive and has currently led to an oversupply of space that is likely to 

alter the overall price.   

 

6.10 Land is a scarce resource.  The efficient utilisation of this resource is a key 

factor in the economic prosperity of a community.  In paragraph 14.6 (i) Mr 

Thompson seems to suggest that by zoning increasing amounts of centre 

based land for commercial activity that these efficiencies and growth will 

occur.  This is not in my view the case.  The ability for an economy to 

improve productivity and thereby gain greater economic benefits from 
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scarce resources, is a crucial objective for the market and those that seek 

to improve community wellbeing.  Continuing to increase the supply of land 

in this way is just as likely to create inefficiencies and destabilise the land 

market in Christchurch.   

 

6.11 In paragraph 14.6(c) of his evidence Mr Thompson states that some 

external public costs are considered by businesses.  This statement makes 

little sense as by their very definition 'external' costs are not considered.  

While businesses obviously locate due to amenity and productivity gains, it 

is the level and extent of this location that is in debate.   

 

6.12 Paragraph 14.5(o) appears to encapsulate Mr Thompson's position on the 

Commercial chapter.  He states, as I have identified in my evidence in 

chief, that the gains for consolidation should be weighed against the costs 

of restrictions.  From here he simply states without any real justification 

that these costs are likely to outweigh the benefits.  As previously outlined 

these costs are inevitably linked to the level of supply available in the 

market.  It is clear from the potential development opportunities in the CBD 

alone that there is more than sufficient supply to meet the current market 

and sufficient flexibility within the pRDP to meet demands for the life of the 

plan (with estimated commercial office growth of 5,500 ECs to 2026, 

referring to my evidence in chief, paragraph 6.9).   

 

6.13 In paragraphs 14.6(r) and (t) Mr Thompson identifies the fact that 

businesses make locational decisions based on trade-offs.  This is once 

again the fundamental consideration in the need for intervention (ie, 

whether or not, in making these decisions businesses consider not only 

their own costs and benefits but also the ones that are 'external' and relate 

to other members of the community).  While providing flexibility for 

business locational decisions, there is ultimately a level at which these 

external costs and benefits need to be considered for economic efficiency 

and community wellbeing.  While providing for a level of these activities in 

a variety of locations, the Commercial Chapter seeks to identify the limits 

at which consideration needs to be given for factors other than those just 

pertaining to individual businesses.  This concept is the basis for my 

evidence.   
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6.14 Although Mr Thompson debates the fact that the Christchurch CBD had 

suffered a decline prior to the 2011 earthquakes, albeit a proportional one, 

he cannot deny that the current CBD is not in a recovered state.  As such 

there is a clear need to direct activity to enable that recovery.  The CBD 

faces significant challenges to its recovery and there is a clear direction 

sought by the community and supported by the Crown of re-establishing 

this centre as the primary location for commercial activity.  This requires 

the market to have a degree of certainty in terms of the level of activity 

(and hence benefits) that will eventuate in this location.  While the Crown 

has made a substantial commitment to this recovery its experts recognise 

the need to limit new suburban office development (King, paragraph 8.5) to 

ensure private investment follows.   

 

6.15 Finally Mr Thompson supports his contention that the regulation within the 

Commercial Chapter of the pRDP will have a negative impact upon the 

economic wellbeing of the Christchurch economy by citing research 

undertaken on the impacts of the UK regulations.  While I am familiar with 

this research there are several issues that its comparison with the 

proposed Christchurch pRDP raises.   

 

6.16 Firstly this report relates specifically to supermarkets and does not address 

the issues raise in my evidence relating to commercial office activity.  This 

aside the foundation for Mr Thompson's position on the cost of regulation 

appears to be based on insufficient land supply.  While this is clearly not 

the case in the Christchurch context, as previously outlined, it is unclear 

how this sufficiency pertains to the UK context.  With this complete lack of 

contextual comparison in place it is also unclear how these regulations 

relate to each other.  As has been stated earlier there is a need to regulate 

land use activities at some level, however Mr Thompson is drawing a 

comparison between the level at which the Commercial Chapter of the 

Christchurch pRDP regulates this activity and those in the UK without any 

consideration for the degree of regulation of the inherent flexibility within 

the pRDP.  This makes both the comparison and the resulting costs 

identified completely irrelevant.   
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6.17 While Mr Thompson has not set out a clear position is his statement I 

surmise from the tenor of his evidence that he believes there is insufficient 

land supply catered for under the Commercial chapter of the pRDP.   

 

7. CONCLUSION 

 

7.1 Having considered the submitter evidence above I am comfortable that the 

Commercial and Industrial (part) chapters of the pRDP, as they pertain to 

commercial office activity, encourage an environment that will provide 

sufficient capacity for commercial business growth, facilitate the recovery 

of the CBD, and improve the Christchurch community's long run economic 

well-being.   

 

 

 
 

 

Philip Osborne 

1 May 2015 

 

 


