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1. INTRODUCTION 

 

1.1 My full name is James Douglas Marshall Fairgray. I have a PhD in geography 

from the University of Auckland, and I am a principal of Market Economics 

Limited, an independent research consultancy.  

 

1.2 I have 36 years' consulting and project experience, working for public sector 

and commercial clients.  I specialise in policy and strategy analysis, the 

geography of urban and rural economies, assessment of demand and 

markets; and the evaluation of outcomes and effects in relation to statutory 

objectives and purposes.  I have applied these specialties in more than 900 

studies throughout New Zealand. 

 

1.3 I have provided detail on my qualifications and experience attached to 

evidence which I have presented previously to the Independent Hearing Panel 

(IHP), and I list here only matters directly related to this topic, as follows:  

 

(a) the economic geography of regions and districts, including 

Christchurch, and the place of Christchurch and Canterbury in the 

national economy; 

(b) the economics of public policies, particularly the processes through 

which local authority policies have effect, and the implications for 

people, businesses and communities; 

(c) the economics of land use and land use change, including decision 

processes and the mechanics of change in residential and business 

activity, and particularly the combined effects of commercial markets 

and local authority provisions on the residential sector and housing; 

(d) the processes through which Christchurch’s spatial economy 

functions, including the roles of commercial centres and business 

areas; 

(e) peoples’ housing needs and preferences, through the lifecycle, and 

the influence of demographic and economic drivers on dwelling and 

location choices; 

(f) population and household growth, including demographic change, 

and household formation; 

(g) analytical and interpretive methods, including structural analysis, 

spatial analysis, and trends. 

 



 

2 
27111645_1.docx 

1.4 In a range of other hearings, I have applied these capabilities for the 

assessment of effects in evidence to the Environment Court and the High 

Court. 

 

Code of Conduct 
 

1.5 I confirm that I have read the Expert Witness Code of Conduct set out in the 

Environment Court Practice Note 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 OF EVIDENCE 

 

2.1 I have been asked by Christchurch City Council (Council) to examine the 

economic implications of the Natural and Cultural Heritage Chapter 9 of the 

proposed Replacement District Plan (pRDP). My evidence relates to 9.3 

Historic Heritage.  

 

2.2 In particular, I have been asked to address the following issues set out in the 

statement of issues: 

 

(a) Issue 4(j) Are the policies and rules framework appropriate with 

respect to recognising damage incurred to heritage items from the 

Canterbury earthquakes (particularly in the case of demolition of 

heritage items)?; and 

(b) 4(x) should there be a new policy and rules to protect pre 1940s 

buildings, including to demolish these buildings, or to significantly 

alter the street scene or appearance of a building? 

 

2.3 My evidence also addresses the specific relief sought by various submitters on 

these provisions.  
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2.4 To address these issues, I have from an economic perspective: 

 

(a) considered the nature of heritage benefits and costs, particularly the 

heritage values which lead communities to protect and enhance 

heritage features;  

(b) considered the nature of the heritage ‘estate’ as Listed, in terms of 

numbers of properties, their value and ownership; 

(c) considered the effects of the earthquakes on that estate, both as to 

the heritage assets which are no longer in the List following 

demolition post-earthquake, and as to estimates of the extent of 

damage to the remaining estate; 

(d) examined the key provisions of the proposed Plan, as to how they 

are likely to have effect specifically and in combination, and in 

particular the provisions for consideration of the ‘economic viability’ of 

heritage assets in relation to possible demolition; and 

(e) drawn conclusions as to the suitability of the proposed provisions, 

particularly in relation to the key issues identified. 

 

2.5 The key documents I have used, or referred to, in forming my view while 

preparing this brief of evidence are: 

 

(a) data provided by the Council to show the Listed heritage items and 

settings, and related location, ownership type, and property valuation; 

and 

(b) the S32 report on the notified proposal, including Appendix 10 on 

which I collaborated with Dr Catherine Murray. 

 

3. EXECUTIVE SUMMARY  

 

3.1 In this evidence, I focus on the economic implications of the Natural and 

Cultural Heritage Chapter 9 of the proposed Replacement District Plan 

(pRDP), specifically 9.3 Historic Heritage. I address in particular issues 4(j) 

and 4(x). 

 

3.2 I consider the underlying rationale of heritage policy, including consistency 

with the purpose of the RMA, and the appropriateness of the proposed 

provisions in Chapter 9.3.  
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3.3 The importance of maintaining, and enhancing
1
 heritage assets is well 

established in central and local government legislation and plan provisions, 

and the nature of heritage values is widely documented in the literature. 

Almost all of the heritage assets which are proposed to be formally listed on 

the Heritage List are carried over from the existing operative plan. 

 

3.4 Many of the benefits of heritage are public goods, whereas many of the costs 

associated with heritage buildings and property are borne by private owners. 

Public benefits, which accrue to the community at large, are generally not 

reflected in revenue flows. The uneven distribution of benefits and costs 

associated with heritage have been highlighted by the effects of the 

earthquakes, especially by bringing costs associated with heritage assets into 

the present (mostly for repair) and therefore requiring some evaluation of the 

public benefits of heritage in relation to prospects for public funding to assist in 

repair. 

 

3.5 A substantial number of heritage assets have been damaged by the 

earthquakes, in addition to those which have been approved for demolition. 

This applies especially to privately owned heritage assets, including dwellings.  

 

3.6 The proposed provisions of the pRDP have been revised, to include specific 

reference to the economic viability of heritage assets, and to take into account 

economic viability as part of any assessment of exceptional circumstances for 

the demolition of heritage assets. In my view, there provisions are appropriate 

because they allow for consideration of the costs of heritage, including 

earthquake related costs. 

 

3.7 As part of the economic viability of heritage assets, it is important to consider 

their financial viability. This is especially because economic viability can and 

should take into account the full range of benefits and costs associated with 

heritage assets, including the important public benefits which may or may not 

give rise to public funding of those assets. Accordingly, I consider that financial 

viability should be part of the economic viability assessment, but that 

assessment of heritage assets, including for demolition, should not be based 

only on their financial viability.  

 

                                                   
1
 Most commonly through restoration of run-down historic buildings or infrastructure, or ‘tidying up’ of places of significance to 

the community.  
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3.8 The practical effects of Policy 9.3.2.7 by providing for economic viability to be 

a core consideration in the use and adaptive reuse of heritage items, and 

specifically linking that to the earthquake damage, in my view means that the 

effects of the earthquakes are appropriately taken into account with regard to 

ongoing use of heritage. This is on the proviso that financial viability is 

specifically included as a component of economic viability. 

 

3.9 The practical effects of Policy 9.3.2.9 by providing for exceptional 

circumstances to be demonstrated to potentially allow demolition, and linking 

that to the ability to maintain an economically viable use (9.3.2.9 v) and 

therefore to 9.3.2.7, means that the effects of the earthquakes are 

appropriately taken into account with regard to the demolition of heritage. 

Financial viability should be a component of economic viability. 

 

3.10 Policy 9.3.2.11 which allows for public funding, including for the repair of 

earthquake damage, provides for a mechanism for public funding to enable or 

support repair. This mechanism for the financial viability requirement for 

heritage to be supported through public funding is quite sound conceptually 

because many of the benefits of heritage are public benefits. 

 

3.11 Overall, the three policies in particular, and in combination with other policies 

under the Objective 9.3.1, do offer an appropriate framework to recognise and 

provide for the effects of earthquake damage on Christchurch’s heritage estate 

– noting the proviso for economic viability to include but not be limited to 

consideration of the financial viability of heritage items. 

 

3.12 In regard to Issue 4(x) for the Pre-1940 provisions, that would in effect apply 

the Plan’s heritage provisions to a wider range of properties which may have 

character and historic heritage attributes. As with any such blanket policy 

which applies a precautionary approach as a preliminary step, it would be very 

important to closely consider such a matter, especially in regard to its scale 

and geography, and likely economic effects through urban form and urban 

efficiency. 
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4. ECONOMIC RATIONALE OF HERITAGE POLICY 

 

4.1 In order to evaluate heritage policy, and its effectiveness and efficiency in 

achieving objectives, it is necessary to:  

(a) understand the nature of the heritage values,  

(b) know how those benefits are distributed,  

(c) recognise the costs to the property owner. 

 

4.2 Heritage is an asset, much of which is intangible, but which is most often 

encapsulated in property. Commonly, that property also includes other non-

heritage assets or values. Heritage policies focus on protecting, maintaining, 

enhancing the heritage component. This means there is potential for conflict 

between the heritage and the non-heritage assets of the property in question.  

This often leads to private cost and public benefit outcomes, which may be 

resisted by the owners of heritage assets on their properties/land.  

 

4.3 Heritage is largely a capital asset. Within economics, capital assets store 

wealth and generate production for future consumption. Heritage assets are 

placed in a specific category of cultural or heritage capital as they have an 

additional value to non-heritage assets. For example an historic building has 

functions that set it apart from other buildings. It may have distinct aesthetic 

qualities or be a portal for understanding how life was lived in the past. These 

functions may have a non-market value,  that is, value which is not captured in 

the monetised transactions of the commercial market. Nevertheless, both the 

tangible and the intangible values of heritage are important to communities, 

especially in terms of identity, sense of place and stability, and of 

‘membership’ or belonging to the community.  

 

4.4 Similarly, natural capital provides dividends to society in the form of ecosystem 

services and the unique use of natural capital in a particular place constitutes 

natural heritage. Such assets generate benefits from their use, and from their 

existence. This is an economic ‘utilitarian’ interpretation of heritage, which 

provides a rationale for framing the discussion of value in heritage. Equally, 

however, heritage assets require careful management, and investment for 

their maintenance, particularly because much heritage is historic in nature, and 

historic assets cannot simply be replicated if lost. 
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4.5 The importance of maintaining, and enhancing
2
 heritage assets is well 

established in central and local government legislation and plan provisions, 

and the nature of heritage values is widely documented in the literature. This is 

certainly the case in Christchurch, where almost all of the heritage assets 

which are proposed to be formally listed on the Heritage List are carried over 

from the existing operative plan. 

 

4.6 Further, the criteria for identifying and assessing heritage assets (items and 

settings) under 9.3.2.2 Policy are identified as values which encompass a wide 

range of matters – historical and social value, cultural and spiritual value, 

architectural and aesthetic value, technological and craftsmanship value, 

contextual value, and archaeological and scientific value. Each of those quite 

general values may encompass a range of more specific values, so that the 

net for including heritage assets is wide.  

 

4.7 Heritage provisions in plans generally are the mechanism through which such 

values are identified, tested for authenticity and importance through 

appropriate assessment processes, and the places including built structures in 

which they are encapsulated are identified as being important to maintain in a 

way which retains the heritage values. This is the commonly applied process. 

One important implication is for buildings and locations thus identified, the 

processes of change and renewal are likely to be substantially slowed down or 

even halted. In many instances this affects both the heritage and the non-

heritage attributes of the property. As a consequence, there are costs 

associated with heritage as well as benefits. 

 

4.8 Nevertheless, heritage benefits include more than public benefits and 

intangibles.  

 

4.9 Planning regulations are a core mechanism for achieving outcomes which are 

sought by nations and communities but which will not be delivered through the 

operation of “monetisable” markets
3
 – commonly termed situations of ‘market 

failure’.  

 

4.10 In economic theory, a market failure can occur when there are benefits and 

costs that the individual actors in the wider market do not receive. These 

                                                   
2
 Most commonly through restoration of run-down historic buildings or infrastructure, or ‘tidying up’ of places of significance to 

the community.  
3
 This term is used to identify that component of the overall market in which benefits and costs are fully or predominantly 

captured through money transactions.  
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benefits and costs (referred to as ‘externalities’) can accrue to others in the 

community who have no direct influence over the operation of that market. 

This commonly occurs because there are no structures which fully link benefits 

and costs to those who receive or generate them, such that they can be 

reflected in money transactions, and it is particularly the case in regard to 

public goods. 

 

4.11 Generally, when there are externalities associated with a market the resulting 

outcome can be sub-optimal,
4
 with the “monetisable” market selecting to 

provide too little or too much of the item in question. The application of 

(planning) regulations can shift this component of the wider market towards 

the optimal outcome.  

 

4.12 Figure 4.1 shows an illustrative example of market failure in the presence of 

positive externalities. In this case the individuals in the (free) market would 

choose to supply quantity Q at price P which is point A in the figure, where the 

marginal private benefits (MPB) equal the marginal private costs (MPC). 

 

4.13 The positive externalities mean that the market allocation at point A is sub-

optimal, in this case an under provision of the item in question. That is the 

community would be better off (i.e. greater welfare) if the market was able to 

produce more of the item (point B), where the marginal social benefits (MSB) 

equals the marginal private costs (MPC). The red shaded triangle in the figure 

represents the value of the welfare that would be lost if the market acted 

freely. 

 

                                                   
4
 In the case where a market has associated externalities, the resulting market outcome will be at a point where the marginal 

social benefit will not equal the marginal social cost (sub-optimal). The market outcome could be changed to produce additional 
gains to society.   
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Figure 4.1: Positive Externalities and Market Failure 

 

 

4.14 In the case of heritage
5
 assets (most frequently buildings), there are two key 

types of externalities – the wider public good associated with the heritage or 

historic asset
6
, and improved neighbourhood amenity. These two benefits are 

generally not considered by the individual owners of heritage buildings. 

Accordingly, individual owners are likely to choose an outcome (such as a 

level of management) of heritage that is less than optimal from the 

community’s point of view. The application of (planning) regulations is 

generally used to maintain or enhance these externality benefits. In the case of 

heritage assets, regulations typically place limits on the extent of change 

possible for those assets, including higher levels of scrutiny on proposed 

changes.
7
 Limits are placed on heritage sites with the rationale to manage 

public goods which can maximise externality benefits that do not overly 

impinge on the private benefits of the heritage asset owner(s). 

 

4.15 In theory, these externalities can be resolved and incorporated into a market 

as a result of negotiations between the parties that are affected.
8
 However, in 

practice there are far too many stakeholders
9
 and relatively high transaction 

                                                   
5
 In this general discussion, the term “heritage” is used to cover both historic character and the pre-1944 overlay. There are 

other heritage assets that are not in the overlays, in this evidence these are not considered.   
6
 These include use values (from living/working in, visiting or viewing heritage assets), and non-use values (option values from 

the opportunity to derive use values; bequest values to provide use and non-use values for future generations; and existence 
values, from knowledge of its existence irrespective of opportunity for use). 
7
 Referred to as ‘command-and-control’ policies in economic literature. 

8
 Coase theory suggests that stakeholders should be able to negotiate to an optimal point.  

9
 Many of the Stakeholders receive small benefits, which means that they are unlikely to be able to join negotiations on the 

provision of heritage. 

Marginal 
Private Cost

MPC
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costs associated with heritage externalities, which suggests that the 

negotiation of this theoretical solution would be likely to fail. “As a result, 

situations in which private parties spontaneously resolve heritage externality 

issues are quite rare.”
10

  

 

4.16 The application of planning regulations to a market can produce costs, to both 

the owners of the heritage assets, and to the wider community. The potential 

costs of the heritage overlays include additional compliance costs, and 

reduced or lost development opportunity for owners, and potential effects on 

the economy as a result of constraints on urban form (growth) outcomes and 

efficiency effects associated with managing assets that may not need 

management. 

 

4.17 Because of this, it is important to weigh up the benefits of heritage 

management (which include both public and private benefits) against the costs 

(which accrue mainly to property owners, but may include wider effects on the 

economy) to understand whether the proposed provisions will produce a net 

positive outcome for the community.  

 

4.18 The costs and benefits associated with heritage and character provisions can 

be difficult to quantify, especially because they do not all relate to a 

measurable financial cost or a market value.  In particular, a number of the key 

benefits of heritage provisions are intangible. This commonly presents a 

complex balancing act for government authorities and community groups 

involved in heritage planning, zoning and policy development, and funding. 

 

4.19 Within these constraints, I have examined the nature of the costs and benefits 

associated with the proposed provisions in the pRDP, with focus on those 

relating to the effects of the earthquakes on heritage properties.  

 

5. CHRISTCHURCH HERITAGE ESTATE 

 

5.1 To understand the implications of the heritage policy, I have first examined 

the number and location of properties that are covered by policy. I have 

also considered estimates of the extent of damage that has been caused 

by the earthquakes.  

 

                                                   
10

 Heritage Council of Australia and New Zealand (2005) Managing Australia’s Historic Heritage: Looking to the Future. 
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5.2 These two sets of information are fundamental, in terms of understanding 

of the costs and benefits associated with the policy. 

 

5.3 The heritage estate is the total of heritage items and settings in the 

Christchurch context. An important general consideration is the size of the 

heritage ‘estate’ within the wider land and property mass of the urban or 

regional economy. Because heritage provisions will directly affect the 

economics of property ownership and the activity which takes place in or on 

heritage properties, then it is necessary to understand how significant that 

heritage estate is within the total economy. Further, because some 

components of the heritage estate are assisted or supported by public funding, 

then the size of the estate has implications for the size of the potential funding 

load.  

 

5.4 These matters have been highlighted by the earthquakes, and because 

earthquake damage has acted to capitalise both the costs and benefits of 

heritage. That has also acted to highlight the significance of heritage values, 

given the loss of substantial parts of the total Christchurch heritage estate.  

 

5.5 The nature of property ownership is important, because of both the types of 

use of heritage properties, and the nature of their funding. 

 

5.6 The nature of property use is important, because many heritage assets are 

fully used for private, commercial and community activities. This means that 

owners or occupiers derive use value according to the underlying nature of the 

property, which may include the heritage component, but is often not 

dependent on that heritage component.  

 

5.7 On the proposed heritage List, there are 677 properties, as shown in Table 

5.1. These include: 

 

(a) 143 Commercial and public buildings 

(b) 52 Bridges and infrastructure 

(c) 273 Dwellings 

(d) 61 Educational Buildings 

(e) 50 Open Spaces and Cemeteries 

(f) 60 Religious and Cultural buildings 

(g) 33 Statutes and monuments 
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(h) 5 farm buildings  

 

Table 5.1 – Christchurch Heritage Properties 2015 

 

 

5.8 A substantial share of the heritage List relates to properties on Banks 

Peninsula (252, 37%), with a further 186 items and settings (27%) in the 

central city. The value of properties in the heritage List is substantial. Table 5.2 

shows a total Capital Value
11

 (CV) of some $3,836m, including $1,283m of 

land value (LV) and $2,552m of improvement value (IV). The major share is 

property in private hands (38.7%) although government (central 0.5%, and 

local 23.1%) owns substantial heritage assets, as do school trust boards 

(20.9%) and church trust boards (15.4%). 

  

                                                   
11

 Most values in the dataset are $2015 terms, although a share are valued as at 2013 or 2014.  

Type Central City
Other 

Christchurch

Banks 

Peninsula
Total

Commercial and Public Buildings 51 41 51 143

Bridges and Infrastructure 14 15 23 52

Dwellings 41 93 139 273

Educational Buildings 35 20 6 61

Open Spaces and Cemeteries 13 32 5 50

Religious and Cultural 15 29 16 60

Statues and Monuments 17 9 7 33

Farm Buildings 0 0 5 5

TOTAL 186 239 252 677

Commercial and Public Buildings 8% 6% 8% 21%

Bridges and Infrastructure 2% 2% 3% 8%

Dwellings 6% 14% 21% 40%

Educational Buildings 5% 3% 1% 9%

Open Spaces and Cemeteries 2% 5% 1% 7%

Religious and Cultural 2% 4% 2% 9%

Statues and Monuments 3% 1% 1% 5%

Farm Buildings 0% 0% 1% 1%

TOTAL 27% 35% 37% 100%
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Table 5.2 – Value of Christchurch Heritage Properties 

 

 

5.9 The substantial shares of the heritage estate which is either in private hands 

(mostly privately owned dwellings) or owned by school and church trust boards 

highlights the relative distribution of the costs and benefits associated with 

heritage - in that most of the benefits are public goods which accrue to the 

community at large, whereas many of the costs of heritage properties accrue 

to the property owners. Nevertheless, nearly one quarter of the estate is in 

public ownership (central or local government) which suggests the costs 

associated with that component are borne through public funding. 

 

Earthquake Effects on the Heritage Estate 
 

5.10 The earthquakes of 2010 and 2011 caused widespread damage, and affected 

most Christchurch properties.  An estimated 85% of the remaining heritage 

properties have at least minor damage.
12

 

 

5.11 We do not have full statistics on the extent of damage, nor on the cost of repair 

for such damage. Nevertheless, there is considerable information to help 

establish the scope and context for the provisions of Chapter 9. 

 

                                                   
12

 Council Schedule of Heritage.  

SECTOR Land Value
Improvement 

Value

Capital 

Value

Government 13$           6$                 18$           

Local Government 337$         550$             888$         

School Trust Boards 174$         626$             801$         

Church Trust Boards 168$         425$             592$         

Other
1

17$           35$               53$           

Private 573$         911$             1,484$      

TOTAL 1,283$      2,552$          3,836$      

Government 1.0% 0.2% 0.5%

Local Government 26.3% 21.6% 23.1%

School Trust Boards 13.6% 24.5% 20.9%

Church Trust Boards 13.1% 16.6% 15.4%

Other1 1.4% 1.4% 1.4%

Private 44.7% 35.7% 38.7%

TOTAL 100% 100% 100%
Note - Other includes Ngai Tahu, and universities

Source: Christchurch City Council dataset 2015
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5.12 Council statistics do show that 210 heritage properties have been issued 

consents for demolition.
13

 This represented nearly a quarter of the pre-

earthquake heritage estate by number, though it does not necessarily indicate 

the significance of the heritage loss. 

 

5.13 For the remainder of heritage properties, there is no direct information on the 

extent of damage or repair costs in $ terms. Nevertheless, I am able to draw 

on assessment by Christchurch City Council staff to identify those which are 

on the List, and are known or believed to have been damaged, and to what 

degree (in broad terms only), as well as those which were not damaged, and 

the balance (“Unknown” about which there is no direct information). This 

provided three categories of damage (severe, moderate, minor) based on staff 

knowledge of the properties, so it should be treated as an indicative 

estimate
14

.  

 

5.14 I have linked these damage categories where possible with the properties on 

the List, to understand the extent of damage status, by property ownership. 

For this I have used VI (value of improvements) as the appropriate indicator, 

since most of the earthquake damage relates to built structures. The results 

are set out in Table 5.3. 

 

                                                   
13

 Approximately 159 demolitions have been completed and a further 51 remain to be completed.  
14

 The data does not draw from specific damage estimates on a property by property basis, in a manner comparable with the 
damage statistics compiled by EQC or CERA, for example.  
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Table 5.3 – Value of Christchurch Heritage Properties affected by Earthquake Damage 

 

 

5.15 I emphasise that the figures in Table 5.3 do not indicate the cost of damage. 

They show the value of properties in each damage category from Council 

estimates, within each ownership group - that is, the value of the estate which 

is affected by some damage. Of the total IV in the heritage estate of some 

$2,552m, most (about 92%, or $2,329m) is estimated to have been affected by 

some earthquake damage. Approximately $605m of Heritage properties (as 

measured by their IV) have had damage which is indicated as “severe”. This is 

approximately 24% (by value) of the total estate. A further $580m or so worth 

of property had damage indicated as “moderate” (approximately 23% of the 

total estate). Approximately $1,144m worth of property had “minor” damage 

(around 45% of the total estate). Approximately $137m worth of property (5%) 

had no damage, or the status is not known. 

 

SECTOR Severe Moderate Minor Total
Not 

Damaged
Unknown TOTAL

VI of Property ($M)

Government 1$             2$                 2$             5$             -$       1$          6$         

Local Government 106$         217$             168$         491$         16$        1$          508$     

School Trust Boards 0$             100$             428$         527$         96$        2$          626$     

Church Trust Boards 11$           104$             266$         381$         0$          1$          383$     

Other
1

13$           23$               0$             35$           -$       -$       35$       

Private 473$         136$             281$         890$         11$        8$          909$     

TOTAL 605$         581$             1,144$      2,329$      123$      14$        2,467$  

Not Specified -$          -$              -$          -$         -$       -$       86$       

TOTAL 605$         581$             1,144$      2,329$      123$      14$        2,552$  
Share (%)

Government 0.2% 0.3% 0.1% 0.2% 0.0% 7.1% 0.2%

Local Government 17.6% 37.3% 14.7% 21.1% 12.7% 9.1% 19.9%

School Trust Boards 0.0% 17.1% 37.4% 22.6% 78.1% 16.6% 24.5%

Church Trust Boards 1.9% 17.9% 23.2% 16.4% 0.0% 10.0% 15.0%

Other1 2.1% 3.9% 0.0% 1.5% 0.0% 0.0% 1.4%

Private 78.2% 23.5% 24.5% 38.2% 9.1% 57.3% 35.6%

TOTAL 100% 100% 100% 100% 100% 100% 96.6%

Not Specified 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 3.4%

TOTAL 100% 100% 100% 100% 100% 100% 100%
Note - Other includes Ngai Tahu, and universities

Source: Christchurch City Council dataset 2015
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5.16 This information is indicative rather than comprehensive. Nevertheless, it is 

useful for setting context. The level of damage and the reduction of the 

heritage estate, has three key effects on the costs and benefits: 

 

(a) The earthquake damage increases the costs to property owners, in 

terms of maintenance and reinstatement, that is associated with 

heritage estate, 

(b) The reduction in the size of the heritage estate will increase the 

scarcity of heritage and which has implications for the associated 

benefits. Generally, as scarcity increases the value of the item in 

question tends to increase. 

(c) However, the benefits associated with the heritage estate can be 

related to the relative density of heritage. Commonly, groupings of 

heritage buildings produce more benefits, that is multiple heritage 

buildings in a location will produce more benefits than individual 

heritage buildings. The spatial context of the reduction in the heritage 

estate may result in fewer benefits. 

 

5.17 It also indicates that heritage properties with greater levels of damage (on a 

per property basis) are relatively concentrated among private owners (78% of 

properties by value) with other groups of owners more commonly experiencing 

moderate or minor damage. This is an important consideration in relation to 

the proposed provisions to take account of economic viability. 

 

6. BENEFITS ASSOCIATED WITH HERITAGE POLICY 

 

6.1 As noted above, planning regulations can benefit society by managing 

situations where market failures occur, which is when there are benefits 

and costs which do not accrue to the individual actors in the market. 

Rather, these accrue as externalities to others in society who are not 

directly involved in the transactions which cause the costs and benefits, 

and therefore have no direct influence over the market. 

 

6.2 In the case of heritage buildings and places there are in my view two key 

types of externalities. One is the wider public amenity, which arises from 

using (viewing or visiting) the historic buildings, as well as from non-use 

values (option, bequest and existence values). The second externality is 

the neighbourhood amenity which can be improved by these buildings and 
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is to the benefit of the local property owners, primarily through enhanced 

property values. 

 

6.3 Generally, it is accepted that the public and the wider community receive 

positive externality benefits from the existence of historic buildings. These 

externalities arise for a range of reasons: 

 

(a) the aesthetic value of the heritage buildings, where the public gains 

benefit from the presence of the historic buildings; 

(b) the symbolic value of the heritage buildings, conveying meaning and 

information that helps form an interpretation of the community’s 

identity; 

(c) heritage buildings and places also provide spaces for educational 

development and critical pedagogy. Educational interest and 

pedagogy surrounding heritage sites can attract visitation and 

support economic activity within the community area. In turn heritage 

buildings present foundational sites for academic research across 

most disciplines, which through research grants and funding as well 

as publication stimulates economic activity within the community 

when the research unfolds and potentially afterwards as other 

research interest (even challenge) and spending manifest over time. 

The physical and archival preservation of a heritage site means it is 

preserved for time immemorial, its history being accessible for future 

research and community pedagogy; 

(d) the heritage assets by contributing to the interest and/or aesthetics of 

a locality may attract people as visitors, supporting economic activity 

in the area. This can be an important driver of economic activity, as a 

generator of expenditure by international and domestic tourists. The 

tourists themselves may gain more pleasure (value) from their visit as 

a result of the heritage buildings, while the benefits to the local 

community mainly accrue from the opportunity for economic activity;
15

  

(e) people derive both use and non-use values from heritage. The use 

values are primarily from those in the community who frequent or visit 

(visit, view, live in, work in) a specific building or an area, and gain 

enhanced pleasure from the existence of a heritage building (even 

though that experience maybe quite incidental to the purpose of the 

                                                   
15

 For example, tourism is a mainstay of the Arrowtown and Oamaru economies, and the heritage/historic character of these 
towns is a major drawcard for visitors. 
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visit). The non-use values include option values, which arise from the 

opportunity to use heritage assets, whether or not that option is taken 

up; and 

(f) bequest values are non-use values which arise from preservation of a 

landscape or building, in order to reserve the use and other non-use 

values for future generations. Existence value is also a non-use 

value, where individuals gain value or benefit simply from the 

knowledge of its continued existence and/or protection
16

. The 

existence value can be associated with heritage buildings, where 

individuals in a community may not directly use the heritage building 

but will derive some value from the knowledge that the buildings do 

exist. 

 

6.4 While market valuation is appropriate for valuing private goods and services, it 

is problematic for valuing public goods where significant externalities exist, 

such as heritage buildings. Alternative methods of non-market valuation are 

required to establish the potential value of the public goods associated with 

heritage buildings. However, the measurement and quantification of these 

benefits can be contentious and difficult.
17

 

 

7. COSTS ASSOCIATED WITH HERITAGE POLICY 

 

7.1 The introduction of policies that modify a market are very rarely cost free, 

with many policies imposing some costs on individuals in the market. 

These costs can include direct fees collected by the governing body to 

fund the implementation of the policy or indirect costs such as additional 

time and resources needed to meet the policy. 

 

7.2 It is important to understand the incidence of such costs. The compliance 

costs are usually only realised if the owner or developer of a site seeks to 

undertake an activity which requires a resource consent - namely 

demolition, external alterations or additions, or construction of a new 

building.  

 

                                                   
16

For example, many New Zealanders would value the existence of endangered native birds, such as the Kakapo, and even if 
they may never personally observe a Kakapo, they derive a (non-use) value from knowing that the birds exist.  
17

 Most common methods include:  
Stated Preference: survey in an effort to elicit what individuals would hypothetically be willing to pay (or paid) for a good or 
service (surveys of contingent valuation or choice modelling).  
Time Cost: measurement of the cost of time and travel to visit the site, which indicates the minimum value that the visitor must 
place on the experience/item. 
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7.3 The primary economic costs associated with the heritage policy are 

compliance costs, lost development opportunities and impacts on the 

economic efficiency.   

 

Compliance Costs 
 

7.4 There are likely to be compliance costs imposed on owners of properties 

that are included in the heritage estate. These costs include resource 

consents costs, which are either covered directly by the property owner 

(fees payable to the Council) or the Council as a result of processing an 

application. Unfortunately there is no data available for the Christchurch 

heritage estate from which I can assess the potential quantum of these 

costs.  

 

7.5 From my work on heritage policy in Auckland these costs can be 

significant, however generally less than $1m per annum.18 While this value 

is only indicative, I consider that it provides a useful comparison. The heritage 

policy in Auckland covers more than twenty times the number of properties 

and yet the total cost is expected to be less than $1m per annum. I consider 

that the total resource consenting costs are likely to be smaller than this in the 

Christchurch context.  

 

7.6 There are other compliance costs associated with the heritage policy, 

which includes additional time during the consent process, additional 

professional fees associated with complying with the rules (e.g. design, 

heritage, engineering, planning) and additional cost of materials or build 

cost. 

 

Development Opportunity Cost 
 

7.7 The second cost associated with the heritage policy is created by the 

restriction of development potential. The proposed policy may well restrict 

the use of the properties affected, in some instances reducing the 

opportunity to develop the property to a greater density. This lost 

development opportunity is an associated cost of the proposed overlays. In 

this regard, I concur with Mr Blake’s evidence, which describes the process 

                                                   
18

 See Proposed Unitary Plan Evidence, Statement of Evidence of Dr James Douglas Marshall Fairgray on behalf of Auckland 
Council – TOPIC 079 Special Character and Pre-1944 Mapping 2 December 2015. 
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of this lost potential, and consider that his comments as to how heritage 

may have negative effects on property values are appropriate, including 

because heritage status can limit the ability to utilise the site, and derive 

rental and/or capital value from the highest and best use of the land.  

 

7.8 However, I also note that there are some (compensating) positive effects 

on property value which arises because of heritage status. One of the 

effects (observed in the literature) is that proximity to heritage/character 

properties does result in an uplift in value for neighbouring properties, 

since people and communities do place value on heritage attributes. The 

same applies the heritage properties themselves. In my view, there are 

positive as well as negative effects on property values arising from heritage 

status.  

 

7.9 I further note that such effects will generally accrue on a once-off basis. 

This is because the effects are well recognised, so that much or all of any 

impact will accrue at the point in time a property gets its heritage status or 

other formal recognition.  Such impacts affect the owner at the time, 

though would have lesser impacts on future owners because they would 

be factored in to the property value or purchase price.  

 

7.10 I further note Mr Blake’s important point about potential for insurance 

under-recovery for heritage properties, a matter which relates directly to 

the matters of economic viability and financial viability of repairing 

damaged properties. 

 

7.11 To accurately understand the potential lost development, a detailed model 

of the enabled capacity as allowed by the underlying zoning would need to 

be developed.19 I am unaware of any such modelling being undertaken for 

the heritage estate.       

 

                                                   
19

 For example see the Capacity for Growth Study (CfGS) model and the Auckland Council Development Capacity (ACDC) 
model. 
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7.12 However I note that not all of the development potential will necessarily be 

lost. This is because of three important issues: 

 

(a) many of the owners of the heritage estate may value their properties 

at a higher level than the lost development potential. That is, in some 

instances the return and benefit the owners receive from owning and 

using a rare old building exceeds the profit from a development. This 

means the highest and best use in this case is for the owner to retain 

the heritage building. This means that not all of the development 

potential is lost; 

(b) second, the owners of a heritage property that has development 

potential will only benefit in terms of the lost profit on the 

development that could have occurred. For example if a property has 

a potential development of five townhouses (of $500,000 each) then 

the lost benefit to the owner is not the entire value of the 

development ($2.5m), they would only lose the profit associated with 

the development, which would only be a small share of the total 

project value; and         

(c) third, it is important to understand the net difference from the 

development potential. The net difference is calculated by comparing 

the return (development margin) associated with the development of 

the properties as compared to the alternative, which is development 

of non-heritage properties. This is on the basis that the development 

opportunity is not lost, rather it is directed instead to non-heritage 

properties. The underlying assumption is that there is sufficient 

developable capacity to meet demand, and the reduction in 

opportunity in overlay locations does not translate through to a net 

reduction for Christchurch as a whole. 

 

Wider Economic Costs 
 

7.13 The final cost associated with the heritage policy is the potential impact on 

the efficient operation of the economy. This would arise where the 

development or intensification that would otherwise occur does not happen 

because of the heritage status, and that development occurs instead in 

another, potentially less efficient location. 
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7.14 In my view, such costs in the Christchurch context are likely to be very 

small, given the small size of the heritage estate in relation to the economy 

as a whole. 

 

8. PROPOSED CHAPTER 9 

 

8.1 Section 9.3 Historic Heritage deals with the objectives and policies for the 

preservation and protection of heritage assets in Christchurch. These assets 

include privately owned and publicly owned properties, which may be entirely 

heritage fabric, or contain heritage fabric. Key issues relate to provisions for 

demolition of historic heritage, especially the economic implications of damage 

incurred from the Canterbury earthquakes, and effects on the retention, 

ongoing use, and viability of heritage assets. I focus on the economic aspects 

of Issue 4(j): 

 

Are the policies and rules framework appropriate with respect to 

recognising damage incurred to heritage items from the Canterbury 

earthquakes (particularly in the case of demolition of heritage items)?  

 

8.2 This issue recognises the impact of the earthquakes on the heritage estate, 

and how earthquake damage will have affected the viability of heritage 

properties which are faced with repair costs. The earthquake damage has in 

effect brought forward or capitalised many of the costs which are associated 

with heritage into the present day. A ‘normal’ time frame would see such costs 

spread over a much longer time frame.  

 

8.3 This issue has been the focus of expert conferencing (10 November 2015), 

which was directed to consider “economic effects of heritage provisions in a 

period of post-earthquake recovery”. 

 

8.4 While that issue provides an immediate focus, it must be considered within the 

wider context of heritage objectives and policies, particularly the longer term 

outcomes which are sought. Heritage objectives and policies have a range of 

economic implications, which typically play out over the long term. Moreover, 

the nature and the incidence of heritage costs and heritage benefits vary 

considerably. However, one consequence of the earthquakes is the need to 

consider these economic implications very much in the present, including the 

funding implications of repairing damage to heritage items and settings.  This 
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has altered the ‘normal’ situation where most of the costs of heritage items and 

settings are spread out over time.  

 

8.5 Just as the costs of heritage have been brought forward in time, so too has the 

question of the benefits of heritage - as reflected in the costs to the community 

which would arise from the (potential) loss of heritage value. Much of that 

potential loss is due to the risk that damaged heritage assets will not be able to 

be repaired because the (private) costs of doing so are too high. The question 

of potential public funding to protect heritage has given rise to a need to 

monetise the benefits of heritage. This is a challenging task at the best of 

times, but is particularly so in circumstances when this needs to be applied 

across many parts of the heritage estate at the same time, and there is risk 

that heritage benefits are under-valued in practice because of budgetary 

constraints. 

 

8.6 The effective capitalisation of costs of heritage assets within a short time 

period also highlights related matters, including: 

 

(a) whether the additional costs which may be associated with the repair 

(and maintenance) of heritage properties have been covered by 

insurance; 

(b) the nature and strength of funding mechanisms to deal with the issue 

that the costs of heritage properties generally accrue to private 

owners, whereas many of the benefits of heritage accrue to the 

community as public goods. 

 

8.7 In this section, I consider the provisions of proposed Chapter 9, especially 

around Objective 9.3.1 – Historic Heritage. This is particularly in relation to key 

issue (4j) as to whether the policies and rules framework is appropriate with 

respect to recognising damage incurred to heritage items from the Canterbury 

earthquakes. 

 

8.8 I note that most of the policies in the notified proposal for this Objective reflect 

a relatively established policy context, and arise from planning provisions for 

heritage which have evolved over time. The suite of policies sets out a logical 

and sound structure. It brings all heritage into the net, and sets out the benefits 

of heritage (9.3.2.2a - criteria for assessment), their relative significance 

(9.3.2.2b and 9.3.2.2c), provides for protection of significant historic heritage 
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items and settings (9.3.2.3) and heritage areas to be identified (9.3.2.4), 

identification of archaeological sites (9.3.2.5), and sets out principles for 

management of heritage (9.3.2.6). 

 

8.9 The specific matters at issue relate to the provisions for consideration of 

earthquake damage contained in the revised version of 4 November 2015
20

, in 

Policy 9.3.2.7 – Ongoing, Viable Use of Heritage items and Heritage settings 

which makes provision for economic viability, and the recognition of 

exceptional circumstances in Policy 9.3.2.9 - Demolition of Heritage Items.  

 

8.10 The proposed Policy 9.3.2.7 provides for “ongoing viable use” and “adaptive 

reuse” of heritage items and settings, which in my view provides broad scope 

in how heritage items are able to be utilised, into the long term (“ongoing”).  

 

8.11 The need for works resulting from earthquake damage is specifically 

recognised, together with a range of actions (7.3.2.7 i – vii) to support and 

enable use and reuse within the provisions for conservation management and 

heritage principles. That is strengthened in that heritage reconstruction and 

upgrade works are “enabled”, rather than just “provided for” (7.3.2.7 iv). 

 

8.12 The policy also ‘provides for … economic viability’ of items and settings. This 

specifically recognises that economic viability is an important aspect in the 

post-earthquake circumstances. Since the policy is for “viable use, adaptive 

reuse and economic viability”, then economic viability is clearly identified as a 

condition to be met within the overall Objective 9.3.1 Historic Heritage.  

 

8.13 The key question is how “economic viability” is to be assessed. In general 

terms such assessment would be consistent with s32, where benefits and 

costs may be compared, and from an holistic view, viability may be related to 

circumstances where the benefits outweigh the costs.  

 

8.14 However, from a practical perspective the policy terms raise the matter of the 

potential differences between economic viability, and financial viability. An 

assessment of economic viability will appropriately adopt an holistic 

perspective, and take into account the full range of benefits and costs. These 

will include public benefits which are not directly monetised and which accrue 

to the community at large.   

                                                   
20

 Throughout this evidence, I focus on the revised November 4 version of the proposal. 
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8.15 An assessment of financial viability is typically more focussed, and takes into 

account the money flows, especially the question of whether income is less 

than costs to establish whether or not an activity or an asset is financially 

viable.  

 

8.16 The obvious balancing requirement for the pRDP is that the financial viability 

of a heritage asset may be quite different from its economic viability. From the 

public perspective, as per the pRDP, the requirement is to be “economically 

viable”. The inclusion of items and settings in the List comes about through a 

rigorous process of assessment and identification, which emphasises the 

values which the item or setting offers. If these positive values are taken into 

account, then it is to be expected that an item or setting will show as being 

economically viable, particularly when the item is in its ‘normal’ state (ie 

without earthquake damage).  

 

8.17 The pre-earthquake circumstances also meant that assessment by Council of 

items for the List was relatively straightforward, and did not usually require 

assessment of economic viability. That was especially so because the costs of 

heritage items arose incrementally through the course of a year, usually in 

parallel with any income flows associated with the item. That would mean that 

public funding for heritage would typically relate to ongoing repair and 

maintenance costs, and be able to be financed out of annual income, rather 

than being lump sum items which require financing by loans. 

 

8.18 However, for the owners of heritage assets, they must be financially viable. 

This highlights the issue that a heritage asset may be economically viable, 

when its public benefits are taken into account, but it may not be financially 

viable for the owners to repair or retain it. This difference will typically arise 

because many of the benefits of heritage assets are public benefits, which are 

quite validly considered from an economic perspective, but which may not 

generate any income. 

 

8.19 That is not necessarily uncommon for heritage assets, whose age and 

condition may incur greater costs and/or lesser revenue potential from 

commercial use. However, the earthquake damage has drawn these key 

issues into the present, by bringing forward the repair and maintenance (R&M) 

costs of damaged heritage assets (mostly heritage items). In the normal “non-
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quake” situation, these R&M costs would accrue over 50 or so years, and so 

would be paid for year by year as they arose.  

 

8.20 Since a heritage item must also be financially viable to the owner, then it would 

seem that there are two components to economic viability - that the heritage 

item or setting needs to be both economically viable and financially viable in 

the post-quake situation.  

 

8.21 This means that an assessment of economic viability should include 

consideration of an item’s financial viability.  

 

8.22 Equally, however, assessment of economic viability should not be restricted to 

a consideration only of financial viability. If heritage items are assessed only in 

regard to their financial viability, especially in relation to exceptional 

circumstances relating to demolition, then the decision in relation to whether 

demolition is allowed might not take into account wider benefits and costs 

associated with the heritage item that form part of a consideration of economic 

viability.    

 

8.23 This highlights the practical problem of where a heritage asset may be 

economically viable because there are substantial benefits (many of which are 

public benefits, or externalities accruing to other property owners) but it is not 

financially viable because there is no mechanism for all the (public) benefits to 

be translated as cash / resource inputs to help offset the costs of repair.  

 

8.24 If the definition of economic viability includes financial viability, then that would 

help avoid situations where heritage items and settings are damaged and 

repair is not affordable, but are economically viable when public benefits and 

externalities are taken into account, which combination could stymie action on 

the property. 

 

8.25 The directly related matter is public funding for heritage items and settings. 

Policy 9.3.2.11– Incentives and Assistance for Historic Heritage makes 

specific provision for financial assistance for heritage, including for earthquake 

repairs and seismic strengthening. This identifies the mechanism, although the 

obvious issue is how much funding would be available, and how much of the 

repair it might cover.  
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8.26 In concept, that policy in combination with provisions in 9.3.2.7 and 9.3.2.9 for 

economic viability and viable use, would help establish the value of the public 

benefits of heritage. This is on the basis that incentives granted to fully or 

partly fund the repair of heritage items which would otherwise be un-repaired 

or lost would represent the community’s willingness to pay. However, 

budgetary constraints on such funding would also have an impact. 

 

8.27 Budgetary constraints aside, the Issue (4j) of whether the rules framework is 

appropriate with respect to recognising damage from the Canterbury 

earthquakes rests mainly on those three key policies - 9.3.2.7, 9.3.2.9, 

9.3.2.11 - albeit in combination with the other policies and related provisions.  

 

Conclusions 

 

8.28 The practical effects of Policy 9.3.2.7 by providing for economic viability to be 

a core consideration in the use and adaptive reuse of heritage items, and 

specifically linking that to the earthquake damage, in my view means that the 

effects of the earthquakes are appropriately taken into account with regard to 

ongoing use of heritage. However, this is on the proviso that financial viability 

is specifically included as a component of economic viability. 

 

8.29 The practical effects of Policy 9.3.2.9 providing for exceptional circumstances 

to be demonstrated to potentially allow demolition, and linking that to the ability 

to maintain an economically viable use (9.3.2.9 v) and therefore to 9.3.2.7, in 

my view means that the effects of the earthquakes are appropriately taken into 

account with regard to the demolition of heritage. Financial viability should be 

specifically included as a component of economic viability. 

 

8.30 The potential effect of Policy 9.3.2.11, which allows for public funding, 

including for the repair of earthquake damage, provides for a mechanism for 

public funding to enable or support repair. In my view, this provides a 

mechanism for the financial viability requirement for heritage to be supported 

through public funding, which is quite sound conceptually because many of the 

benefits of heritage are public benefits. 

 

8.31 The challenges which are inherent in any system which involves direction of 

public funds to assist private interests (heritage asset owners) are well 
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recognised. I have not considered the detail of the processes to achieve this in 

relation to the pDRP provisions. 

 

8.32 Nevertheless, in my view the three policies in particular, and in combination 

with other policies under the Objective 9.3.1, do offer an appropriate 

framework to recognise and provide for the effects of earthquake damage on 

Christchurch’s heritage estate. This is on the proviso that the economic 

viability provided for in 9.3.2.7a includes the financial viability of heritage items, 

but is not limited to consideration of only their financial viability. 

 

9. POLICY FOR PRE-1940s BUILDINGS  

 

9.1 In this section, I address Issue 4(x) “should there be a new policy and rules to 

protect pre 1940s buildings, including to demolish these buildings, or to 

significantly alter the street scene or appearance of a building.” This arose 

from a submission on the pRDP
21

. 

 

9.2 From an economic perspective, a policy directed at Pre-1940 buildings would 

be a wider application of the current provisions on character and historic 

heritage, and would seek protection of one more component of Christchurch’s 

heritage. For the purpose of my evidence, I have assumed that the same 

provisions set out in Chapter 9.3 would be applied to the Pre-1940 estate. That 

is, the provisions as proposed would apply to a wider ‘heritage’ estate. 

 

9.3 I note that a Pre-1940 structure would apply a single criterion – the age of the 

building – as a key indicator of its worth from a heritage perspective.  In 

contrast, the proposed policies for assessment and identification include a 

wide range of matters, not just the age of the building.  

 

9.4 If the submitter’s request is accepted, a substantial part of Christchurch may 

be covered. Further, the pattern of the city’s growth has been outward 

expansion over time, which means remaining older buildings are more likely to 

be relatively close to the central city.  That in itself raises the issue of potential 

economic effects of such a policy on urban form and intensification. Cities 

generally intensify over time, with older buildings replaced by new structures to 

utilise land more efficiently. One effect of a Pre-1940 structure could be 

                                                   
21

 Submission of Christian Paul Jordan No: 3955.21, 3955.22. 
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restriction on urban intensification in and around the central city area, with 

associated economic costs. 

 

9.5 The current experience in Auckland and the Proposed Auckland Unitary Plan 

(PAUP) is directly relevant here. The PAUP as notified contained a Pre-1944 

overlay, to limit the demolition of dwellings built prior to 1944, until a fuller 

assessment of their heritage values – or otherwise – could be undertaken.  

 

9.6 In the course of mediations, expert conferencing and related parts of the 

hearings, the Pre-1944 overlay for Auckland as notified has been subject to 

considerable further field assessment and analysis, and its geographical 

extent as now proposed is very substantially less than as notified. The overlay 

would also be subject to a three-year “sunset clause” which would allow a 

three-year time slot for the assessment of the Pre-1944 buildings and 

neighbourhoods to be completed, and areas either included as historic 

character, or else no longer covered by the overlay. 

 

9.7 These matters highlight the importance of proceeding very carefully with any 

blanket policy – such as the Pre-1940 – including close consideration of its 

scale and geography, its likely economic effects on urban form and urban 

efficiency, and especially to base any such status on the character and 

heritage merits. 
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