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1. INTRODUCTION 

1.1 My 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. My capabilities and experience 

are set out in my primary statement on this matter. 

Code of Conduct 

1.2 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 In preparing this statement, I have read the evidence of Mr Michael Copeland 

and Mr Scott Ansley (on behalf of Tailorspace Property Limited); Dr Hayden 

Cawte, Mr David Wade, Mr Gary Sellars and Mr Gary Patient (on behalf of Tait 

Limited and the Tait Foundation); Mr Philip Carter (on behalf of Carter Group 

Limited); and Mr Keith Beal on behalf of the Roman Catholic Bishop of the 

Diocese of Christchurch).    

2.2 I respond to the evidence of Mr Copeland, Mr Ansley, Mr Sellars, Mr Patient, 

Mr Wade, Dr Cawte and Mr Beal. 

3. MR MICHAEL COPELAND  

3.1 There are some aspects on which I am in agreement with Mr Copeland. 

However, I do not agree with his position on a number of matters in relation to 

the nature of economic assessment in the RMA context, and especially his 

interpretation of such assessment in relation to heritage assets. 

3.2 I agree with paragraph 14 of this evidence, that the RMA has an economic 

base (para 14). 

3.3 I agree with his emphasis on the scope of the RMA referring to people and 

communities (para 15). That is especially important because it covers both 

personal matters and community level matters at the same time, and there is 

often a tension between the needs and aspirations of the individual and those 

of the wider community. 
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3.4 I also agree with Mr Copeland’s discussion of the appropriate view point of the 

economic assessment being Christchurch City, its community and residents, 

with reference where necessary to wider regional or national effects (para 24 

and 25). 

3.5 I also generally agree with the definition of efficiency which Mr Copeland offers 

(para 21). I note that his definition is generic and broad, and relates to the 

economy as a whole, rather than just commercial markets. 

Sub-optimal Individual Decisions 

3.6 However, I consider that this definition does not lead to the conclusion that the 

protection of the Public Trust Building would represent a “sub-optimal use of 

resources” (para 23). Mr Copeland has taken a narrow view of economic 

value, and by only considering value in commercial markets he appears to 

have incorrectly ignored the other economic values that are associated with 

heritage buildings (as discussed in Section 4 of my EIC).  

3.7 In order to establish whether the listing of the Public Trust building is sub-

optimal, Mr Copeland should have investigated the other non-commercial 

values associated with the building, including externalities.   

Individuals’ Decisions are most efficient 

3.8 More generally, I do not agree with Mr Copeland’s view that there is “growing 

acceptance that economic efficiency is maximised when investment decisions 

are left to individual entrepreneurs or firms without intervention from 

Government. “(para 26).  

3.9 It is important to understand the basis of his position, which is that “ a perfectly 

competitive market achieves an efficient allocation of resources 

..and…therefore, “sustainable management” results from the creation of a 

climate where the market enables people to make investment decisions “to 

provide for their economic wellbeing.” ” (para 26) 

3.10 I have considered Mr Copeland’s views carefully.  I note first the key distinction 

in Mr Copeland’s terminology between “people” making investment decisions 

(para 26), and “people and communities” in the RMA (in his para 5). This 

distinction is very important, because it emphasises the difference between 

people (or entities) who are focused on their specific needs, and the 

community perspective which is necessarily wider and more encompassing.  
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3.11 I also note Mr Copeland’s focus on people providing for their economic 

wellbeing (emphasis added) – which may or may not be different from their 

social and societal wellbeing. 

Reliance on Perfect Markets 

3.12 A critical point is the underlying dependence on a perfectly competitive market. 

As Mr Copeland acknowledges, markets are not perfect. Market imperfections 

are manifest as externalities, which arise because for many important parts of 

the wider economy, the commercial market mechanisms are only partial, or 

are absent.  

3.13 Mr Copeland’s view is that “sometimes” (para 27 and 28) markets fail because 

of externalities. I disagree with the word “sometimes”. I consider that most 

markets produce some form of externalities
1
.  

3.14 I consider that there are many types of positive and negative externalities, 

particularly in urban economies, for example: 

 “since the essence of cities is the presence of many people and firms in 

close quarters, externalities are a common feature.
2
”; 

“The urban economy is full of externalities, both positive and negative, 

and the question is how the existence of such market failures affects 

urban development
3
.”   

3.15 A direct consequence of imperfect markets is the existence of other 

mechanisms to achieve the outcomes sought by people and communities, 

particularly through the political, planning and regulatory processes. 

3.16 The clear implication is that commercial markets by themselves seldom deliver 

the outcomes which people and communities prefer. Indeed, if commercial 

markets did deliver such outcomes, then there would be no need for statutes 

like the RMA, because the purpose of the Act would be met by commercial 

markets. 

3.17 The principles and details of the RMA set out the matters which are important 

in achieving its purpose. The Act, together with the LGA, sets out the 

responsibilities of (local) government to ensure that commercial and public 

sector activities are consistent with the purpose of the Act. Together, these 

statutes largely determine the roles of local government in the economy. That 

                                                   
1
 

1
. A topical example of this is the CO

2
 and other global warming externalities generated by many commercial markets. The 

recent agreement at the 2015 United Nations Climate Change Conference in Paris represents a global acknowledgement that 
unconstrained commercial markets generally fail to produce optimal outcomes. This is one clear example of an externality that 
has is inherent in commercial markets. 
2
 Masahisa Fujita, Urban Economic Theory: Land Use and City Size, Cambridge University Press 1989 

3
 Verhoef Erik T and Peter Nijkamp. Externalities in the Urban Economy, 2003  
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local government is afforded the powers and responsibilities which it has under 

the RMA and LGA is explicit recognition that commercial markets by 

themselves do not deliver the outcomes which communities prefer. 

3.18 This is very relevant to heritage, given that a major share of heritage benefits 

are made up of public goods, and public funding is often limited.  

3.19 Mr Copeland puts the view that the case has to be made for “intervention” to 

achieve heritage outcomes, and only where there are clear external costs 

identified (para 31). The community cost in this instance is clear – it is the 

potential loss of heritage value if buildings are demolished. Moreover, it would 

appear that the rationale for direct public sector involvement (“intervention”) is 

already established.  Since it is common ground that markets are not perfect, 

then it would also appear to be common ground that commercial markets by 

themselves cannot be expected to deliver the heritage outcomes which the 

Christchurch community prefers. This is especially because a major share of 

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

private costs.  

3.20 Since there is no indication that perfect market conditions currently exist in 

relation to heritage, or are likely to exist in the medium term, then the relevant 

matter is how best to address the key issues around (damage to) heritage 

properties within the established structure where private interests, commercial 

entities and the community (through government) all have legitimate roles.  

3.21 This allows focus on the practical issues - whether the costs of 

repair/maintenance are justified by the benefits (of retaining heritage), and 

what is the appropriate balance (among stakeholders) for the funding of 

heritage costs.  These lead to the key question of whether the mechanisms in 

the pRDP are adequate for such evaluation to be robust. 

Economic viability 

3.22 A second area where I disagree with Mr Copeland is in the definition of 

economic viability. As I have set out in my evidence–in-chief, I consider that 

economic viability requires an holistic assessment, of the full range of costs 

and benefits, including but not limited to financial costs and benefits. This is 

directly consistent with the definition of economic efficiency which Mr 

Copeland offers (para 21).  

3.23 However, Mr Copeland takes a very different perspective, stating. “In my 

opinion, the words ‘economic viability” in this context relate to the perspective 
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of the building owner and not an overall assessment of the public and private 

benefits and costs of heritage protection.” (para 55). 

3.24 I disagree with Mr Copeland’s view. I consider that such a narrow perspective 

will mean that important benefits and costs associated with heritage are 

excluded from an economic viability assessment, particularly externalities and 

public goods. It is for just this reason that in my evidence in chief I emphasised 

the distinction between economic and financial viability, to avoid the 

undercounting or dismissal of benefits and costs which cannot be monetised 

or quantified. 

3.25 I consider that Mr Copeland’s view is directly inconsistent with his own 

definition of economic efficiency, where he espouses a whole-of-economy 

perspective. Mr Copeland’s approach also contrasts with the literature. For 

example: 

 Economic Viability 

"Many governments undertake some form of economic viability 

analysis to decide whether a proposed project is a good use of public 

resources. A project is economically viable if the economic benefits of the 

project exceed its economic costs. Generally speaking, the economic 

costs of the project are the same as its financial costs—though in some 

cases, other non-market costs, such as environmental damage, may be 

taken into account. The economic benefits are a measure of the value the 

project will deliver to people. The revenue a project will generate is 

usually a lower bound estimate of its economic benefits—but benefits can 

be much higher than revenues.”
4
  

3.26 It may be distinguished from commercial or financial viability, for example: 

 Commercial (financial) Viability 

“Assessing returns involves building a project financial model and 

checking project cash flows, returns, and financial robustness. Where 

revenue from user charges exceeds costs plus the commercially required 

return on capital, the project will generally be commercially attractive 

(provided risks are seen as reasonable).
3
”  

3.27 I disagree with Mr Copeland’s suggestion (para 55) that the term financial 

viability should replace economic viability in the pRDP. In my view, such a 

substitution would mean there is no adequate mechanism in the Plan to take 

                                                   
4
 PPP Knowledge Lab, ABD https://pppknowledgelab.org/ppp-cycle/project-appraisal 

 

https://pppknowledgelab.org/ppp-cycle/project-appraisal
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into account the full range of benefits and costs which are relevant to the 

community at large, as well as to individual property owners.  

3.28 I would consider that the pRDP heritage provisions as a whole were not 

adequate if the requirement was only for “financial viability” as suggested by 

Mr Copeland, or if the term economic viability were to be restricted to include 

only the perspective of the building owner, as he recommends. 

3.29 I consider that an assessment only of financial viability would not be consistent 

with the requirements of s32 of the RMA, which requires consideration of 

relevant costs and benefits, in the context of economic, social, environmental 

and cultural wellbeings of people and communities.  

3.30 Indeed, if economic viability were defined from that narrow perspective, it begs 

the obvious question of what type of analysis should be done which is able to 

bring on board all of the relevant costs and benefits – and be compatible Mr 

Copeland’s broad-ranging definition of economic efficiency.  

‘Downgrading’ of earthquake impacts 

3.31 Mr Copeland contends (para 56) that I have sought to downgrade the impacts 

of earthquake damage by stating that costs have been brought forward. I 

believe Mr Copeland has misinterpreted the basis of my comments, which is 

that by bringing the costs of repair into the present, the earthquake effects 

have acted to highlight (rather than downgrade) the costs, especially because 

there is much less opportunity to drip feed repair and maintenance costs over 

time.  These circumstances highlight the urgency to make decisions about the 

funding of repair costs – or other options for heritage assets. 

3.32 I have similar concern about Mr Copeland’s suggestion that I would seek to 

“put budget constraints aside” (para 57). Since budget constraints are not 

easily put aside, and there is urgency to make decisions on repair and other 

options, the obvious requirement is to make robust decisions on the future of 

Christchurch’s heritage assets as quickly as practicable. 

3.33 That practical requirement is the context in which I have examined the 

adequacy of the proposed mechanisms in the pRDP, and concluded that I 

consider them to be appropriate – especially the new provision to consider 

economic viability. 

Summary 

3.34 In summary, I consider that Mr Copeland’s recommended approach to 

evaluating Christchurch’s heritage, including in relation to earthquake damage, 
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is not adequate to take into account all of the relevant costs and benefits of 

heritage and heritage policies. 

3.35 His contention of “growing acceptance” that commercial markets deliver the 

most efficient outcomes is not consistent with sound decision-making in the 

context of the imperfect nature of markets, and the high incidence of 

externalities, especially in urban economies like Christchurch.  This is 

particularly the case in regard to heritage, given the characteristic imbalance 

between the incidence of public benefits and private costs. 

3.36 In my view it is highly unlikely that an economic analysis would give the same 

results as a commercial analysis, as contended by Mr Copeland (para 58). 

Given that the commercial or financial analysis is unlikely to capture the public 

benefits of heritage, then important aspects of the cost and benefit context 

would not be included. 

3.37 A robust economic assessment would capture the full range of costs and 

benefits, including but not limited to the commercial assessment.  

3.38 In my view, an economic assessment which failed to cover the full range of 

relevant costs and benefits would be inadequate, and an inappropriate basis 

for assessing economic viability. Such an assessment would not be consistent 

with the requirements of s32 of the RMA, which requires consideration of 

relevant costs and benefits. 

4. MR SCOTT EDWARD ANSLEY 

4.1 Mr Ansley’s evidence focuses on commercial market, the potential rental yield 

associated with heritage buildings and an assessment of financial viability of 

repairing one specific heritage building (Public Trust building). 

4.2 There are some areas where I agree with Mr Ansley, 

(a) The assessment of the current commercial office space market, 

which focusses mainly on supply, is useful.  This assessment 

provides context on the market in which some of the heritage 

buildings could be redeveloped and utilised (para 17 to 25). Mr 

Ansley considers that there is “clearly an oversupply of office space” 

in Christchurch.  

(b) The assessment of the effects of an oversupply on the rentals 

achievable in Christchurch are reasonable from an economic point of 

view (para 26 to 31). Mr Ansley finds that the oversupply is likely to 

put downward pressure on rentals and/or increase the need for 

incentives to attract tenants. 
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(c) I also find his method of calculating capitalisation rate is a sensible 

and commonly applied approach applied in the commercial office 

market (para 44 to 59).     

4.3 There are some areas where I do not agree with Mr Ansley. In particular, Mr 

Ansley has undertaken an assessment of the financial viability of repairing 

heritage buildings, comparing the capital expenditure to the net market rental. 

This analysis is used to conclude that the repairs of the heritage buildings are 

“uneconomic” (para 16). I consider that Mr Ansley has not undertaken an 

economic assessment, but rather a financial assessment. As such, I do not 

agree with is colloquial use of the term “uneconomic” in his evidence.  

4.4 I consider that Mr Ansley’s EIC provides useful information about the 

commercial office space market and the financial viability of repairing the 

Public Trust building from the landholder’s perspective. As would be expected, 

given his expertise, the analysis does not extend to a full economic 

assessment. I consider that Mr Ansley’s evidence does not show that the 

repair of the Public Trust building are “uneconomic” from the community’s 

point of view.   

5. Mr GARY SELLARS 

5.1 Mr Sellars’ evidence focuses on the commercial value of the heritage buildings 

and the due diligence that purchasers undertake before purchasing heritage 

buildings. 

5.2 There are some areas where I agree with Mr Sellars: 

(a) Some “certain” groups of property purchasers would not prefer 

heritage buildings (para 7). I consider that this is natural result in 

most markets. However, this does not mean that no purchasers 

would prefer these buildings. I consider that in most markets there is 

a range of different products, it would in my view be harmful for a 

market to have one single homogeneous option. On this basis, I 

consider that heritage assets provide diversity which is likely to 

increase the benefits from the market.  

(b) The use of the building or land has important implications for the 

market value of the property, this also includes the potential 

additional costs associated with maintaining the property (para 9 and 

10). 

5.3 I also note that Mr Sellars has undertaken an assessment of one his clients’ 

buildings (Tait building) using the list of positive externalities from my EIC. I 
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agree that this list is a useful framework for an assessment, however in my 

opinion this assessment is best undertaken by heritage experts in combination 

with economic expertise, rather than economists or valuers alone. This is 

because knowledge of heritage values is an area of specialisation. 

5.4 I suggest that Mr Sellars’ comments in para 12-18 may go beyond his area of 

expertise.     

6. MR CHRISTOPHER PATIENT 

6.1 Mr Patient’s evidence focuses on the operational requirements of Tait Limited, 

and describes how the business utilises the space within the Tait building, 

which is the focus of the submission.  

6.2 There are some areas where I agree with Mr Patient, and other areas where I 

do not agree. In particular, I accept that the Tait building is unlikely to perfectly 

match the operational or business demands of Tait Limited (as described in 

para 10 to 21).  

6.3 However, I do not consider this to be unusual in business operations, nor to be 

something that is peculiar to heritage buildings. I consider that generally 

businesses operate in spaces that do not perfectly match their needs. This 

issue is not uncommon in high technology industries such as Tait Limited, 

which have evolving product lines with different needs. Broadly, unless a 

business has recently moved into a customised space there is likely to be 

space that isn’t required or may not perfectly match their current demands. 

This is a natural phenomenon, which is a result of combining a 

growing/changing entity within a fixed space (a tenancy). 

7. MR DAVID WADE 

7.1 Mr David Wade’s evidence focuses on the Tait Limited business activity, and 

describes how the business contributes to the local economy and the potential 

implications of Tait building being listed.  

7.2 There are some areas where I agree with Mr Wade: 

(a) That Tait Limited contributes significantly to the local and national 

economy. Mr Wade has cited the BERL report, which I agree shows 

that Tait Limited is an important part of the local economy (para 10 to 

14).  

(b) That the Tait Limited business is likely to change and adapt as a 

result of the nature of the high technology market within which they 

operate.    
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7.3 However, I do not agree with Mr Wade that the adverse business and 

economic consequences of heritage listing of the Tait building would be 

significant (para 15). There is no evidence provided to support this claim. I do 

not consider that the BERL report provides any support to Mr Wade’s 

conclusion.  

7.4 While the heritage listing may have an impact on the value of the Tait building 

it is unlikely to cause the situation where by the entire operation closes down. 

That would require circumstances where a major share of the operation was 

affected by the requirements arising from the heritage listing per se, as distinct 

from the characteristics of the building itself, which would appear to be very 

unlikely.        

8. DR HAYDEN CAWTE 

8.1 Dr Cawte’s evidence focuses on the significance of the heritage of the Tait 

building. I have read Dr Cawte’s evidence, as it relates to heritage expertise I 

do not respond to most of the issues raised.  

8.2 However, I note that he does venture into issues associated with economics in 

paragraph 17. Unfortunately as an expert in heritage, he has applied the term 

‘economic’ in the colloquial sense of the word. That is, Dr Cawte has used 

‘economically viable’ when he was discussing ‘financially viable’ issues. The 

context of the text in the paragraph makes it clear that Dr Cawte is referring to 

the business operation within a building being financially viable, rather than a 

wider economic assessment. 

9. MR KEITH BEAL 

9.1 Mr Beal’s evidence focuses on the properties of Catholic Church, which 

includes an extensive description of the research and planning associated with 

the earthquake damaged buildings. 

9.2 At para 120 Mr Beal outlines the reasons why the heritage buildings can have 

greater value to an owner than what the standard market value. I agree that 

market valuations do not take into account the additional value that the 

landholder gains from owning and using a particular property (in economics 

this is referred to as the consumer surplus). In the case of the Catholic Church 

this consumer surplus is significant and as such in many cases the benefits 

from fixing the buildings are expected to be greater than the costs, though not 

necessarily in dollar terms.  
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9.3 Mr Beal has outlined the costs and funding options available to the Catholic 

Church associated with the building estate in Christchurch. I have not 

assessed the validity of these figures. However I agree that based on these 

figures the church is likely to face a substantial cost to refurbish its building 

estate, which is likely to exceed the insurance pay out funding.   

 

 

 

J D M Fairgray   

18 December 2015 

 

 

 

 


