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1. INTRODUCTION 

1.1 My name is Timothy Denne. I am an economist and a director of Covec Ltd, 

an Auckland-based economics consultancy. I have worked at Covec for 11 

years and have been a director and shareholder since June 2005. 

1.2 I have a PhD in applied economics from the University of London (1988) 

and an MSc in Resource Management from the University of Canterbury 

(1983).  

1.3 I have worked as an economist for over 25 years in New Zealand, the UK 

and the USA, particularly on the application of economics to resource 

management issues. This has included employment in UK-based 

consultancies, central and regional government (in NZ), a policy think-tank 

and in university research posts.  

1.4 My work has included advice to government agencies on the impacts of 

development and industrial collapses, and advice to firms relating to 

transactions and investment opportunities including advice on: 

(a) The regional economic impacts of the loss of major industries in 

Auckland. 

(b) The economic contribution of industrial areas and strategically 

important industries to regional economies. 

(c) Analysis which informs investment decisions in significant 

infrastructure in New Zealand and Australia relating to electricity 

generation, waste disposal, oil products, and airport and port 

expansions. 

(d) Potential intervention options to address the potential for loss of 

economic activity and population from traditional industrial zones in 

the north of England. 

1.5 I have also advised central and local government widely on policy 

instruments and incentives to achieve targeted outcomes across a very 

wide range of industries and issues. 

1.6 I have worked on the economics of supply failures and natural hazards 

including supply failures for electricity, gas and international oil supply, and 

the impacts of climate change (including helping to establish and initially 

direct the UK Climate Impacts Programme). 
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2. CODE OF CONDUCT 

2.1 I confirm that I have read the code of conduct for expert witnesses as 

contained in the Environment Court's practice note (which will take effect 

from 1 December 2014).  I have complied with the practice note when 

preparing my written statement of evidence, and will do so when I give oral 

evidence before the hearings panel.   

2.2 The data, information, facts and assumptions I have considered in forming 

my opinions are set out in my evidence to follow.  The reasons for the 

opinions expressed are also set out in the evidence to follow. 

2.3 Unless I state otherwise, this evidence is within my knowledge and sphere 

of expertise. I have not omitted to consider material facts known to me that 

might alter or detract from the opinions that I express. 

3. SCOPE 

3.1 I have been asked by the Crown to provide evidence in relation to economic 

impacts of the earthquakes on Christchurch's economy.   

3.2 In preparing this evidence, I have considered the Christchurch 

Replacement District Plan ("Replacement Plan") and the Crown's 

submission. I have also examined data relating to the Christchurch 

economy and employment prior to and since the earthquakes.1 The majority 

of the data I have considered has been published by Statistics New 

Zealand. 

3.3 My evidence will address the following:  

(a) An overview of the Canterbury and Christchurch economy prior to 

the earthquakes.  

(b) The economic impacts of the earthquakes.  

(c) Comparisons with expected changes. 

(d) The current state of Christchurch's economy and prospects for 

growth.  

                                                
1
 The majority of the material I have considered is data published by Statistics New Zealand. 
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(e) The appropriateness of certain principal outcomes that the Crown 

seeks from the Replacement Plan, from an economic perspective, 

as contained in Part A of the Crown's submission.  

4. EXECUTIVE SUMMARY 

4.1 Prior to the earthquakes the Canterbury economy contributed a little over 

12% of national GDP and was growing at a faster rate than the New 

Zealand economy as a whole. There was a loss of jobs immediately 

following the earthquake, but since then the economy has been boosted by 

construction activity and the demand for technical and professional 

services. This has meant that total employment is little different from the 

level that what would have been expected under business as usual (without 

the earthquakes). However, there has been a shift in location (away from 

the centre) and in sectoral contribution. Set against increases in 

construction employment and in professional, scientific and technical 

services, there have been reductions in employment, particularly in 

accommodation and food services. 

4.2 The Replacement Plan has an important role in facilitating the efficient 

growth of the Christchurch economy in the rebuild phase. My comments are 

focussed on aspects of the Crown's submission on the Replacement Plan 

that relate to economic activity and economic development being:  

(a) Enabling economic prosperity; 

(b) Using infrastructure efficiently and effectively; and 

(c) Reducing prescriptive regulations. 

4.3 From an economic perspective, the broad outcomes that I consider the 

Replacement Plan should identify and promote clearly in order to 

encourage an effective and efficient recovery from the Canterbury 

earthquakes include: 

(a) Providing sufficient and suitable land for commercial, industrial and 

business such that city centre land prices do not rise too high 

relative to prices elsewhere.  

(b) Enabling the development of a thriving Central City that 

appropriately balances development and aesthetic/environmental 

goals. 
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(c) Providing certainty to developers about aesthetic and environmental 

requirements that do not limit desired levels of economic activity.  

(d) Ensuring that housing and business land is distributed in a manner 

that efficiently uses existing infrastructure. 

(e) Minimising the prescriptiveness of rules while being clear about 

desired outcomes. 

5. OVERVIEW OF THE CANTERBURY AND CHRISTCHURCH ECONOMY 

PRIOR TO THE EARTHQUAKES 

GDP 

5.1 Prior to the February 2011 earthquake, Canterbury had a mixed economy 

(Appendix TD1) with a GDP that comprised 12.4% of national GDP.2 The 

largest sector contributing to Canterbury regional GDP was manufacturing 

at 14% of total GDP.  

5.2 The most significant differences compared to the economy of the rest of 

New Zealand are that the Canterbury economy has larger contributions 

from agriculture and manufacturing, and lower contributions from other 

primary industries (such as forestry, fishing, mining etc). The relative 

contribution of Canterbury to GDP compared to the rest of New Zealand is 

shown in Figure 1 below. An enlarged version is attached as Appendix TD2. 

                                                
2
 Statistics NZ. 
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Figure 1 - Relative contribution to GDP (year to March 2011): Canterbury & NZ 

 
Source: Statistics NZ Infoshare 

 
5.3 Statistics NZ estimated that Canterbury's regional GDP (excluding tax 

contributions to the national economy) grew by 18.9% from 2007 to an 

estimated $22,859 million in the year to March 2011, a compound average 

growth rate ("CAGR") of 4.4% per annum. This was slightly higher than 

growth in national GDP over this period (17.5% or a CAGR of 4.1% per 

annum). The main sectors contributing to Canterbury regional GDP growth 

were agriculture (25% of total growth), professional, scientific and technical 

services (10% of total growth), rental, hiring and real estate (9% of total 

growth) and growth in manufacturing (7% of total growth). The growth in the 

contribution of manufacturing in Canterbury compares with a loss in its 

percentage contribution to national GDP over this same period (a 2% loss). 

The growth in agriculture in Canterbury was also far more significant than 

for the rest of New Zealand (at 15%). 

Employment 

5.4 In 2011, employee counts (numbers of jobs including full and part time) 

were 254,380 in Canterbury and 185,400 in Christchurch City (Appendix 
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6. ECONOMIC IMPACTS OF EARTHQUAKES 

6.1 Since the earthquakes the Canterbury economy has grown at a faster rate 

than before, but this is significantly affected by the level of construction 

activity that is repairing earthquake damage. Statistics NZ estimates that 

regional GDP for Canterbury has increased by 6% per annum in the years 

to March 2012 and to March 2013, but it has not published data on the 

estimated contribution by sector. The ANZ Bank estimates that Canterbury 

regional economic activity has increased by 4.8% in the year to the end of 

June 2014, a slowing down in the growth rate from previous years.3 

6.2 These short-term increases mask likely lower long-term effects because 

much of the current activity is restoring infrastructure and other capital stock 

to pre-earthquake levels. Despite this caveat, some investments will result 

in improvements to capital stock with resulting increases in capital 

productivity. The full effects are likely to be seen only in the long run, and 

even then isolating the negative and positive impacts will be difficult.  

6.3 Examining changes to levels of employment at a more disaggregated level 

can be used to further identify the effects. This includes the effects on the 

centre of Christchurch versus other parts of the city and region. The 

earthquake has led to significant changes in employment numbers and in 

population and to a significant shift in employment within the city. 

6.4 The total employee count has risen in Christchurch City between 2011 and 

2014 by 11,860 or 6.4% (Table 1). There has also been a 4.5% increase in 

the number of firms (measured as geographic units). Within Christchurch 

there have been significant shifts in the mix of employment and in its 

location. Employee counts in the central city, i.e. within the four Avenues 

(Bealey, Fitzgerald, Moorhouse and Deans) and defined by the Cathedral 

Square, Avon Loop and Hagley Park Census Area Units, have fallen by 

over 16,000, representing a 34% reduction in the 2011 employee count for 

this area.  

6.5 While employment losses in the central city have been across all sectors, 

the increases in the rest of the city have been dominated by construction, 

professional & technical services and administration (Table 1). At the whole 

of city level there have been overall losses in manufacturing, 

                                                
3
 ANZ Research. ANZ Regional Trends. August 2014. 
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accommodation & food services, information, media & telecommunications, 

education and arts & recreation. 

Table 1 - Changes in Christchurch City Employment (2011 to 2014) 

Sector Classification 

Christchurch 

City including 
central city Central city 

Christchurch 

City excluding 
central city 

Agriculture, Forestry and Fishing  72  -3   75  

Mining -194  -42  -152  

Manufacturing -1,285  -455  -830  

Electricity, Gas, Water and Waste Services  61  -150   211  

Construction  10,944   230   10,714  

Wholesale Trade -103  -560   457  

Retail Trade  205  -1,380   1,585  

Accommodation and Food Services -1,200  -3,040   1,840  

Transport, Postal and Warehousing  725  -391   1,116  

Information Media & Telecommunications -1,033  -987  -46  

Financial and Insurance Services -500  -1,490   990  

Rental, Hiring and Real Estate   305  -260   565  

Professional, Scientific and Technical   2,883  -2,710   5,593  

Administrative and Support Services  1,133  -1,590   2,723  

Public Administration and Safety  828  -1,005   1,833  

Education and Training -938  -410  -528  

Health Care and Social Assistance  186  -670   856  

Arts and Recreation Services -306  -415   109  

Other Services -13  -1,050   1,037  

Total  11,860  -16,320   28,180  

Source: Statistics NZ 

 

7. COMPARISONS WITH EXPECTED CHANGES 

7.1 To understand these changes we can compare them to what might have 

been expected under business as usual, i.e. without the earthquakes. To do 

so, I have built a simple regression model based on factors external to 

Christchurch to provide a projection of employment in 2014 by sector in 

2014. The analysis is explained in Appendix TD4 and the results are 

shown in Table 2. 

7.2 Using the identified relationships, Figure 2 shows the difference between 

actual and predicted employment counts under a "business as usual" 

scenario for the manufacturing and construction sectors. The change in 

manufacturing employees is largely as projected on the basis of pre-

earthquake parameters, but the employment numbers in accommodation 

and food services have fallen more significantly. 
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Table 2 - Differences between Expected Christchurch City Employee Count and 
Actual Employee Count 

Sector 
2014 

actuals 

2014  

projected 
(business 
as usual) 

Param
eters1 

Differ-
ence 

%   

Differ-
ence 

% of total 

actual 
employee 

count 

Total Industry 197,260   197,182***  TG 78  0.0% 0.0% 

Agriculture, Forestry and Fishing 1,640   1,512**  G  128  8.4% 0.1% 

Mining 260   442***  G -182  -41.2% -0.1% 

Manufacturing 22,790   23,421***  TG -631  -2.7% -0.3% 

Electricity, Gas, Water and 
Waste  

1,210   1,093***  G  117  10.7% 0.1% 

Construction 22,240   12,843***  TG  9,397  73.2% 4.8% 

Wholesale Trade 11,130   12,264***  G -1,134  -9.2% -0.6% 

Retail Trade 20,370   21,248***  TG -878  -4.1% -0.4% 

Accommodation and Food 
Services 

11,940   13,921***  TG -1,981  -14.2% -1.0% 

Transport, Postal and 
Warehousing 

9,710   8,891*  TG  819  9.2% 0.4% 

Information Media & Telecomms 2,640   3,988***  TG -1,358  -34.0% -0.7% 

Financial and Insurance Services 4,220   5,149***  TG -929  -18.0% -0.5% 

Rental, Hiring and Real Estate  3,310   3,323***  TG -13  -0.4% 0.0% 

Professional, Scientific and 
Technical  

16,230   14,755***  G  1,475  10.0% 0.7% 

Administrative and Support 
Services 

11,690   11,455***  G  235  2.0% 0.1% 

Public Administration and Safety 8,560   8,415***  G  145  1.7% 0.1% 

Education and Training 14,680   15,876***  G -1,196  -7.5% -0.6% 

Health Care and Social 
Assistance 

24,580   25,070***  G -490  -2.0% -0.2% 

Arts and Recreation Services 3,220   4,148***  G -928  -22.4% -0.5% 

Other Services 6,830   7,738***  G -908  -11.7% -0.5% 
1
 TG = time and GDP parameters included in equations; G = GDP parameter only 

***
 Significant at 1%; 

**
 Significant at 5%; 

*
 Significant at 10% 

Source: Covec analysis 

 

Figure 2 - Actual (with earthquake) vs Predicted (business as usual) Employment 
Counts for Two Sectors 
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7.3 Table 2 shows the difference in the employment count from the projections 

for 2014 under a "business as usual" scenario. The final column shows the 

difference for that sector as a percentage of the actual total employee count 

in 2014 (197,260). The asterisks in the third column show the predictive 

power of the model on the basis of the p-value.4 Apart from transport, postal 

and warehousing,5 all the analyses produced coefficients which suggested 

a significant statistical relationship, either at the 5% (agriculture, forestry 

and fishing) or 1% (all other sectors) level.6  

7.4 The projection of total employment under business as usual (197,182) is 

very similar to the actual number (197,260). However, there are some 

significant differences at sectoral levels:   

(a) the growth in construction employment – the number of additional 

employees over business as usual (9,397) is close to 5% of total 

(actual) employees (197,260) and is a 73% increase over expected 

construction employment numbers; and 

(b) the reduction in numbers of employees in accommodation and food 

services – the decrease in employees is equal to 1% of total 

employees and is an 14% reduction in expected employment in that 

sector.  

7.5 There are significant within-sector reductions in employment, e.g. in 

information, media & telecommunications and in finance and insurance 

services (34% and 18% respectively), but none of the changes are 

significant compared to the total; they represent less than 1% of the total 

employment in 2014.  

7.6 The overall impact is of significant activity associated with the rebuild 

(construction and technical services) accompanied by significant reductions 

in the accommodation and food services sector in particular.  

                                                
4
 The probability of finding a relationship when none exists. 

5
 It was narrowly outside the 5% significance level (p-value = 0.0547). 

6
 A p-value of less than 0.01 (significance at the 1% level) means there is less than a 1% probability that no 

relationship exists between the dependent (employment) and independent (GDP and time) variables as defined by 
the model. 
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8. CURRENT STATE OF CHRISTCHURCH'S ECONOMY AND GROWTH 

PROSPECTS 

8.1 Some of the sectors that initially declined following the earthquake are 

beginning to recover. Table 3 shows annual employment growth and shows 

that the accommodation and food services industries have grown in 

employee numbers over the last two years following initial declines. 

8.2 Apart from in businesses classified as mining7 (for which employment 

numbers in Christchurch are very low) and manufacturing (which has been 

declining since 2005 - Figure 2), all sectors have seen employment growth 

in the year to March 2014. 

Table 3 - Annual employment growth in Christchurch City 

Sector 2011 2012 2013 2014 

All industries 0% -1% 2% 5% 

Agriculture, Forestry and Fishing -6% 4% -3% 7% 

Mining 38% 2% -38% -13% 

Manufacturing -2% -2% -3% 0% 

Electricity, Gas, Water and Waste  10% 6% -17% 20% 

Construction 6% 36% 27% 14% 

Wholesale Trade 0% -2% -2% 3% 

Retail Trade 0% -3% 3% 2% 

Accommodation and Food Services -2% -16% 3% 5% 

Transport, Postal and Warehousing -2% 0% 2% 6% 

Information Media & Telecommunications -4% -20% -11% 1% 

Financial and Insurance Services 4% -6% -5% 1% 

Rental, Hiring and Real Estate  -3% -1% 6% 4% 

Professional, Scientific and Technical  2% 2% 7% 11% 

Administrative and Support Services 12% -1% 4% 7% 

Public Administration and Safety -2% -7% 4% 14% 

Education and Training -1% -5% -3% 2% 

Health Care and Social Assistance 0% -2% 0% 3% 

Arts and Recreation Services -12% -8% -7% 6% 

Other Services -3% -5% 2% 3% 

 
 
8.3 A recovery in employment and economic activity is occurring. At this stage I 

have not identified available data on factors relevant to economic growth 

that enable predictions to be made about the sustainability of this growth. 

For example, as noted above, this would require separation of capital 

investment into replacement and enhancement. My main comments are 

thus on the factors that are relevant to ensuring the conditions for private-

sector-led growth exist, ensuring the removal of barriers to that growth, 

                                                
7
 I have assumed that this is office employment for firms for which mining is their main activity (and sectoral 

classification) but that have office staff located in Christchurch. 
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while not compromising other objectives that are vital to the ongoing 

wellbeing of the Christchurch community. 

9. APPROPRIATENESS OF THE CROWN'S REQUESTED OUTCOMES 

FROM AN ECONOMIC PERSPECTIVE 

9.1 My comments are focussed on certain aspects of the Crown's submission 

on the Replacement Plan that relate to economic activity and economic 

development. In particular I focus on the comments made with respect to:  

(a) Enabling economic prosperity; 

(b) Using infrastructure efficiently and effectively; and 

(c) Reducing prescriptive regulations. 

Enable economic prosperity 

9.2 In Part A of its submission the Crown opposes the proposals to the extent 

that they “do not go far enough to enable and encourage recovery and 

future growth, including provisions for temporary activities and growth in 

commercial and industrial activity”8. My comments below are in support of 

two aspects of this, in particular: (1) supporting a thriving Central City, 

including through providing sufficient and suitable land for development; 

and (2)  achieving an appropriate balance between the costs of 

development (borne by the developer) and the wider benefits of high quality 

development (enjoyed by the wider community). 

9.3 The Crown acknowledges that the proposals are clear about the hierarchy 

of commercial centres, with the Central City having primacy. From an 

economic perspective the arguments for re-establishing the centre as the 

focus for activity include those relating to agglomeration benefits and to the 

historical structure of the city and its lay-out which means there are 

considerable sunk costs in a centre-focussed city. 

9.4 Empirical evidence suggests that firms in locations with dense economic 

activity are more productive than firms in less dense areas.9 This happens 

as a result of factors that include pooling of labour and sharing of 

knowledge and technologies. Maré and Graham have analysed New 

Zealand data to estimate the relationship between employment density and 

                                                
8
 See paragraph 5.1(a) at p16 of the Crown's submission.   

9
 McCann P (2003) Geography, Trade and Growth: Problems and Possibilities for the New Zealand Economy. 

New Zealand Treasury Working Paper 03/03 
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gross output (agglomeration elasticities) that vary by industry and region.10 

Across all sectors and regions they estimate that a 1% higher effective 

density has firms with productivity that is 0.069% higher. 

9.5 Agglomeration benefits are not limited to the city centre. They occur 

wherever there is increased density of employment such that many of the 

benefits of agglomeration could be obtained without rebuilding and/or 

intensifying the centre city. However, intensifying the centre is likely to 

enable a greater degree of agglomeration than is possible via more 

distributed clusters.  

9.6 Enabling this intensification of the centre requires that land is made 

available for development as sought by the Crown11. 

9.7 Another economic argument for enabling the rebuild of the centre is simply 

around the current plan for the city in which roads lead towards that centre. 

Travel efficiencies would suggest the centre is a logical location for many 

economic activities. 

9.8 None of this argues against private investors being those best placed to 

make decisions on where best to locate. The requirement is simply for land 

to be made available to enable this to happen at the densities desired, while 

taking account of any wider costs and benefits on the community. 

Consistent with this, I support the Crown’s proposed new policy on 

Recovery decision making: 

(a) To encourage economic investment and support innovation and 

choice during recovery through increased efficiency and certainty 

in decision-making. 

(b) To recognise the range of parties including private developers and 

the wider community, who plan and build much of the city’s urban 

environment and who will be crucial to a successful recovery. 

9.9 Providing sufficient land for business development in the centre can ensure 

that land prices do not rise to levels that are significantly different from other 

parts of the city, thus encouraging redevelopment of the centre. This needs 

to be balanced against other competing central city land uses that include 

housing and recreation/green space.  

                                                
10

 Maré DC and Graham DJ (2009) Agglomeration Elasticities in New Zealand. Motu Working Paper 09-06. 
11

 See paragraph 5.3(a)(iv) at p17 of the Crown's submission.   
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9.10 I agree with the Crown’s submission that the redevelopment of brownfield 

sites be further encouraged to increase land supply12 and with its proposed 

policies on urban land supply and business form in its Strategic Directions 

Proposal. Brownfield sites will increase total land availability and may have 

lower opportunity costs of supply. 

9.11 The account taken of the wider costs and benefits of development are 

raised by the Crown. It notes that, although the rebuild presents an 

opportunity to 'build back better' where appropriate and provide for design 

flexibility13, "the proposals are weighted excessively towards the negative 

effects of development rather than enabling and encouraging recovery and 

future growth"14. A further concern of the Crown is that the proposals do not 

allow flexibility for commercial and industrial developments and focus on 

ensuring that buildings fit aesthetically within the environment.15  

9.12 The redevelopment of Christchurch following the Canterbury earthquakes 

offers the opportunity to build differently and at a higher environmental 

and/or aesthetic quality than might happen under a market-led 

redevelopment. However, private incentives may be insufficient to 

encourage this. The community as a whole gains from a higher level of 

build quality, and higher build aesthetics increase the attractiveness of the 

city in encouraging firms and individuals to move there. At the same time, 

individual developers bear the costs of the increased aesthetic qualities of 

build while the benefits are shared by other firms and residents. 

9.13 This raises questions that include: 

(a) Would the additional cost of higher build quality reduce levels of 

investment? 

(b) Is the positive community benefit of higher build quality greater than 

the cost of achieving that quality? 

(c) Who should pay for the costs of aesthetics and environmental 

quality? 

9.14 It is not possible to make definite conclusions with respect to the first two 

questions. The answers will be situation- and industry-specific. The extent 

to which developers can obtain an acceptable return on new investments 

                                                
12

 See paragraph 5.2(e) at p16 of the Crown's submission.   
13

 See paragraph 7.2(d) at p19 of the Crown's submission.   
14

 See paragraph 5.2(a) at p16 of the Crown's submission.   
15

 See paragraph (5.2(c) at p16 of the Crown's submission.   
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will depend on whether they will be competing with other firms that face 

similar costs. If competitors do not face these same costs, eg because they 

are in existing buildings / plants or are outside of Christchurch, a firm will be 

less able to pass on these costs and less likely to establish. However, if the 

market in which the firm is competing is largely local, Christchurch-specific 

environmental requirements will have less impact on development rates. 

9.15 For industries such as manufacturing, location is important in terms of the 

costs of transport to market, but not otherwise. For these industries 

imposing additional environmental requirements in Christchurch is likely to 

reduce development. For other industries, such as accommodation & food, 

retail, arts and recreational services, location may be integral to the 

business and other locations do not provide complete substitutes. In these 

instances imposing additional costs may not limit development; rather these 

costs might be passed on to consumers as all firms are affected. In 

addition, some of these same firms (accommodation, retail, recreation etc) 

are more likely to obtain the spill-over benefits from increased 

environmental quality. 

9.16 In these cases, the level of requirements is likely to have less effect on 

incentives for development than the certainty about those requirements. 

Increased uncertainty in an investment increases the expected returns that 

a business owner will seek before deciding to invest. Increasing certainty 

thus has an equivalent impact on investment to reducing costs. Provided 

the expectations are well known and all firms face the same costs, the 

effects on incentives can be relatively low. The question over the 

appropriate level of environmental costs is limited to whether the costs 

(borne significantly by the consumer) exceed the benefits. Certainty is also 

increased through reducing the range of developments that require 

resource consent (consistent with the Crown’s comments in paragraph 

5.2(b) at p16 of its submission regarding the prescriptiveness of council 

rules).  

9.17 The question of who pays for environmental improvement raises the 

possibility that achievement of additional quality standards might be 

subsidised rather than being a cost imposed on the developer. However, 

under the market conditions described above (a market that is defined 

locally), this may have equity effects more than efficiency effects, i.e. 

whether developers pay for the additional costs may not affect levels of 

investment. 
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9.18 Design standards and other environmental controls need to be sensitive to 

the specific industry and the market in which it operates. The Crown's 

suggestions for limiting design requirements are particularly important for 

industries which have substitute locations. But for those that do not, 

certainty is more important to encouraging investment.  

9.19 I agree with the Crown’s proposed objective for city form and development: 

(a) Christchurch achieves an integrated pattern of development and well-

functioning urban form while providing a quality urban environment that is 

attractive to business, residents and visitors. 

Use infrastructure efficiently and effectively 

9.20 The Crown argues that there is an opportunity to more strongly provide for 

efficient, effective and ‘smarter’ infrastructure.16 Infrastructure provides 

some of the underlying requirements for economic growth through 

facilitating the supply of goods and services and the distribution of output. 

However, infrastructure across its many forms (including transport, water 

supply and wastewater removal, electricity transmission and distribution) 

can have high costs and its provision requires the careful balance of 

anticipated demand over the long run with the optimal sequencing of 

infrastructure that can optimise costs and benefits. 

9.21 I agree with the Crown that optimal use of infrastructure includes best use 

of existing infrastructure and innovative new infrastructure (‘build back 

better’) as appropriate. Consistent with this, the Crown has made specific 

suggestions for changes that further prioritise the importance of regional 

infrastructure, particularly for freight. 

9.22 I also agree with the Crown that there are efficiencies to be gained in 

infrastructure use through land allocation decisions (for business and 

housing). Existing infrastructure can be used most efficiently though 

enabling access to it by the appropriate allocation of land. 

9.23 Vital to these considerations is the analysis of costs and benefits of a wide 

range of infrastructure options. In addition, consideration should be given to 

efficient pricing of infrastructure which can shift the burden of costs towards 

those who benefit from its use and which provide efficient incentives for 

infrastructure use. 

                                                
16

 See paragraph 7.1 of the Crown's submission.   
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Reduce prescriptive regulations 

9.24 The Crown submission mentions that many of the development controls in 

the proposals are too prescriptive and that they do not encourage 

innovation, choice and ease of use, and that there is a need for greater 

flexibility for developers and further reductions in consenting and notification 

burdens.17 The Crown goes on to note that the proposals rely too much on 

a regulatory approach rather than using incentive-based instruments and 

other non-regulatory approaches.18  

9.25 This is a widely made comment in critiques of policy making from an 

economics perspective, and one with which I agree. Costs are minimised 

when non-prescriptive approaches can be used that provide the greatest 

flexibility to developers. At the same time quality standards can be achieved 

through specifying requirements in terms of desired outcomes rather than 

as methods. 

9.26 Thus I agree with the Crown's proposed amendments that proposals are 

reduced in prescriptiveness, that non-regulatory approaches are included, 

while criteria are clearer about the desired outcome. 

10. CONCLUSION 

10.1 The Christchurch economy has experienced considerable change as a 

result of the earthquakes and changes in economic activity and its location. 

This includes significant increases in construction and professional services 

activities in the short term associated with the rebuild. It also includes 

significant reduction in activity, particularly in accommodation and food 

services industries. 

10.2 There are encouraging signs of recovery and the need appears to be in 

limiting the barriers to this recovery and in providing certainty to developers 

about the requirements for that recovery. 

10.3 From an economic perspective, the broad outcomes that I consider the 

Replacement Plan should identify and promote clearly in order to 

encourage an effective and efficient recovery from the Canterbury 

earthquakes are to: 

                                                
17

 See paragraph 11.2(a) of the Crown's submission.   
18

 See paragraph 11.2(b) of the Crown's submission.   
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(a) Provide sufficient and suitable land for commercial, industrial and 

business such that city centre land prices do not rise too high 

relative to prices elsewhere.  

(b) Enable the development of a thriving Central City that appropriately 

balances development and aesthetic/environmental goals. 

(c) Provide certainty to developers about aesthetic and environmental 

requirements that do not limit desired levels of economic activity.  

(d) Ensure that housing and business land is distributed in a manner 

that efficiently uses existing infrastructure. 

(e) Minimise the prescriptiveness of rules while being clear about 

desired outcomes.  

 

Timothy Denne 

25 November 2014 
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APPENDIX TD1: CONTRIBUTIONS TO CANTERBURY REGIONAL GDP (YEARS TO END OF MARCH 2007 AND 2011) 

 

Source: Statistics NZ
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APPENDIX TD2: RELATIVE CONTRIBUTION TO GDP (YEAR TO MARCH 2011): CANTERBURY & NZ 

 
Source: Statistics NZ 
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APPENDIX TD3: EMPLOYMENT BY SECTOR (YEAR TO MARCH 2011) 

  NZ Canter-bury Christchurch City Difference NZ:ChCh 

Total employee count  1,912,690   254,380   185,400   

 A Agriculture, Forestry and Fishing  5.8% 5.4% 0.8% -5.0% 

 B Mining  0.3% 0.2% 0.3% -0.1% 

 C Manufacturing  11.2% 13.4% 13.0% 1.8% 

 D Electricity, Gas, Water and Waste Services  0.7% 0.7% 0.6% -0.1% 

 E Construction  6.0% 6.3% 6.1% 0.1% 

 F Wholesale Trade  5.4% 5.4% 6.1% 0.7% 

 G Retail Trade  10.1% 10.6% 10.9% 0.7% 

 H Accommodation and Food Services  7.0% 7.1% 7.1% 0.1% 

 I Transport, Postal and Warehousing  4.3% 4.6% 4.8% 0.6% 

 J Information Media and Telecommunications  1.9% 1.7% 2.0% 0.1% 

 K Financial and Insurance Services  2.8% 2.1% 2.5% -0.2% 

 L Rental, Hiring and Real Estate Services  1.4% 1.5% 1.6% 0.2% 

 M Professional, Scientific and Technical Services  7.5% 6.4% 7.2% -0.3% 

 N Administrative and Support Services  4.8% 4.8% 5.7% 0.9% 

 O Public Administration and Safety  5.6% 4.4% 4.2% -1.4% 

 P Education and Training  8.9% 8.5% 8.4% -0.5% 

 Q Health Care and Social Assistance  10.8% 11.6% 13.1% 2.3% 

 R Arts and Recreation Services  2.0% 1.8% 1.9% -0.1% 

 S Other Services  3.4% 3.4% 3.7% 0.3% 

Source: Statistics NZ. Business Demography Statistics (NZ Stat) 
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APPENDIX TD4: REGRESSION ANALYSIS 

A regression analysis is a statistical technique for identifying a relationship between a dependent 
variable (in this case employment numbers) and one or more independent variables (the things 
that might explain changes in employment numbers).  
 
I start by regressing employment numbers (from 2000 to 2011) against historical national GDP19 
and a time trend (year). Although these factors are often related, in recent years there has been a 
disjoint (the recession), and some sectors show distinct trends that are counter to GDP, e.g. 
employment in manufacturing grew from 2000 to 2005 but declined after that date. I have tested a 
relationship with the form: 
 

Et = α.GDPt + β.yeart + γ 
 
Where:  Et = employment in year t 

GDPt = national GDP in year t 
  year = years from the start year (2000 = 1) 

α, β  = coefficients on the explanatory variables 
γ = a constant 

 
Where there is no statistically significant relationship using these two parameters the time trend 
parameter has been dropped (see column four in Table 2). For these sectors, GDP alone is a 
statistically significant predictor of employment numbers. The equation takes the form: 
 

Et = α.GDPt + γ 
 
The results are shown in Table 4 below. 
 

                                                
19

 National GDP is not external to Christchurch as it includes GDP generated in Canterbury. However, currently it is not possible to 
produce a national GDP minus Canterbury for all years to 2014 as regional data have not been published beyond 2013. 
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Table 4 Regression Results 

Sector 
 GDP 

coefficient  

p-value 

(GDP) 

 time 
coefficient 

p-value 

(time) 

 constant 
coefficient  

p-value 
(constant) 

 R2  

Total Industry 1.7694***  0.0000  -3,066.23***  0.0004  -26,821.30  0.1559   0.97  

A Agriculture, Forestry and Fishing -0.0036**  0.0480    2,061.98***  0.0000   0.34  

B Mining 0.0066***  0.0020    -559.13**  0.0203   0.63  

C Manufacturing 0.3413***  0.0000  -1,518.01***  0.0000  -5,881.29  0.2675   0.93  

D Electricity, Gas, Water and Waste Services 0.0112***  0.0062    -612.74  0.1716   0.54  

E Construction 0.2924***  0.0000  -521.69***  0.0001  -23,951***  0.0000   0.98  

F Wholesale Trade 0.0582***  0.0000    3,382.47***  0.0009   0.91  

G Retail Trade 0.2331***  0.0000  -516.96***  0.0000  -6,569.62***  0.0027   0.98  

H Accommodation and Food Services 0.1636***  0.0000  -382.73***  0.0006  -5,299.37**  0.0428   0.92  

I Transport, Postal and Warehousing 0.0859*       0.0547  -360.61**  0.0267  1,191.83***  0.7801   0.36  

J Information Media and Telecommunications 0.0822***  0.0002  -254.61***  0.0005  -4,726.54***  0.0099   0.77  

K Financial and Insurance Services 0.1105***  0.0000  -241.92***  0.0002  -8,088.65***  0.0001   0.95  

L Rental, Hiring and Real Estate Services 0.0726***  0.0001  -180.09***  0.0007  -5,058.51***  0.0012   0.89  

M Professional, Scientific and Technical Services 0.1460***  0.0000    -7,529.38**  0.0114   0.86  

N Administrative and Support Services 0.0853***  0.0002    -1,566.13  0.4304   0.77  

O Public Administration and Safety 0.0607***  0.0000    -840.43  0.2820   0.92  

P Education and Training 0.0701***  0.0003    5,172.56**  0.0103   0.75  

Q Health Care and Social Assistance 0.1228***  0.0000    6,338.22***  0.0094   0.86  

R Arts and Recreation Services 0.0283***  0.0000    -168.49  0.7464   0.84  

S Other Services 0.0512***  0.0000    -68.07  0.9045   0.93  

***
 Significant at 1%; 

**
 Significant at 5%; 

*
 Significant at 10% 

 
 


