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1. EXPERT CONFERENCING

1.1 Economics expert conferencing in relation to the the Key Activity Centre

lndividual Office Tenancy Limit Proposal of the pRDP was undertaken on

16s May 2016 by phone.

1.2 This conferencing session was facilitated by Commissioner John Mills and

both witnesses involved were made aware that the session was to be

conducted in accordance with the Code of Conduct for Expert Witnesses

contained in the Environment Court Practice Note 2014.

2. PARTICIPANTS

2.1 The following expert witnesses attended the conferencing session:

. Mr Phil Osborne (Christchurch City Council- PO)

o Mr Mike Copeland (AMP Ltd - MC)

3. ISSUES

3.1 Both PO and MC agree that:

o The historical issue of decentralisation of commercial office activity

within Christchurch City

o Planning for commercial growth is crucial to the recovery and growth of

the Christchurch economy.

o The development of planned commercial activity in particular locations

can result in economic benefits for the community greater than those in other

locations.

o Externalities do exist in the commercial office market with respect to

location.

o Appropriate office locations result in both private and public economic

benefits.
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3.2

3.3

The realisation of locational efficiencies has the potentialto significantly impact

upon the competitiveness of the Christchurch economy for the life of proposed

Replacement District Plan (pRDP).

Both PO and MC believe that the continued dispersal of commercial activity

through Christchurch City will undermine planned inftastructure and result in

inefficiencies that will impact upon the growth and recovery of the Christchurch

economy, but that there is a role for some office activity within the KAC's. MC

believes that if the proposed 500sqm cap on office space within l(AC's results

in the loss of office activity within Christchurch Gity or the spread of office

activity in 2 of more l(AC's there would be a loss of economic benefit. PO

believes that this loss is a risk and has considered it in the assessment of the

provisions.

Both PO and MC agree that:

. The proportional level of commercial activiV accommodated within the

Christchurch CBD has been in decline substantially from at least 2000.

r The earthquakes experienced by Christchurch have meant that a large

proportion of Christchurch commercial activity had to relocate. A significant

proportion of this redistribution has been from the CBD and has been in

businesses that would typically locate in tenancies 500sqm and above.

o The historic Christchurch CBD has represented spatially diluted activity

that resulted in a limited ability to realise agglomeration benefits and

competitiveness.

o A key factor in the recovery and grovuth of the Christchurch economy is

the recovery of the CBD.

. The recovery of the CBD currently faces significant obstacles and

challenges that continue to impede redevelopment decisions.

Christchurch CBD should be the primary commercial centre.

. The pRDP allows for flexibility where appropriate through the

identification of discretionary and restricted discretionary activities. However,
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3.5

it is accepted that reliance on resource consents adds to transaction costs

and to uncertainty.

o PO believes by 2026 commercially based employment within

Christchurch City is expected to grow by approximately 15%. MC does not

dispute this.

Both PO and MC agree that restrictions on 'free markef business locations

have the potential to result in costs for the Christchurch economy. Potential

costs associated with this provision include, but are not limited to:

Additional transaction costs and greater reliance on the resource

consent process;

lncreased public and private transport costs, increased paking costs,

increased accident costs and increased congestion costs from

restricting the provision of office space in closer proximity to

employees' and customers' places of residence. PO does not accept

that this will result in majority of cases and in fact believes that often

a more dispersed offce market leads to greater transportation

inefficiencies

lncreased cost of office space for those activities having no offsetting

benefits from a CBD location. MC is of the view that the size of offtce

space required (or number of employees) is not indicative of a

tenant's ability or willingness to pay higher rent for a CBD location.

PO believes that it is important to consider not just the private

'offsetting' benefits but those accrued to the community also; and

Decreased agglomeration in KAC's.

PO believes that some of these costs are also likely to be short term.

PO believes there exists sufficient capacity in the identified Christchurch

environment to accommodate the short and medium term grourth projections

for commercial office activity. MC does not dispute this.

PO believes there is sufficient commercial office capacity within the

Christchurch CBD to accommodate businesses that locate in tenancies

500sqm and above. The proposed restriction is more likely to result in the

recovery of the CBD and long-term efficiency within the Christchurch office

market. The CBD currently faces significant'hurdles' to recover and requires

the timely establishment of appropriate businesses. The certainty and in fact

3.6

3.7
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3.8

realisation of office development (of varying types and quality) is inherently

based on the level of demand perceived by the market for the CBD, without

this the CBD will struggle to establish a sustainable level of activity.

However, MC's view is that not all respective tenants requiring 500sqm plus

will be able or willing to pay new build CBD rentals. Where this is the case the

proposed cap will result in (i) the loss of office activities for Christchurch City

overall; (ii) the inefficient locating of a single entity's office activities in more

than one KAC; or (iii) the need to seek, and be successful in obtaining, a

resource consent.

MC believes a more efficient way to limit office development within KACs so as

to stimulate the CBD recovery and to achieve greater "agglomeration"

economies within the CBD is via caps on the total office space allowed within

l(ACs. This would allow greater flexibility and more market determined

solutions and there is no reason why a single tenancy of greater than 500 m2

would have a greater impact on the CBD than a number of tenancies of less

than 500 m2 butwith the same aggregate area.

PO believes that the'type' of office activity directed into the CBD is important

for its recovery. Simply limiting the total quantum of office space outside the

CBD is likely to delay the CBD recovery. There is a real risk that the provision

of office space outside of the CBD will be taken up by larger tenancies leaving

a higher proportion of smaller businesses expected to locate within the CBD.

These smaller businesses are typically not those which will add greatest value

(nor receive greatest value) from locating in the CBD.

PO believes in the context of the Belfast centre, the identified office cap of

12,000sqm still has the potential to redirect medium to large scale ofiice

tenants from the CBD. While distance plays a factor in this level of

competition larger commercial businesses do not generally exhibit the same

locational drivers as smaller businesses (e.9. ownefs residential location).

MC believes that the size of tenancies is not, of itself, an indicator of the ability

to pay higher rentals, and some larger tenants may be less able to pay higher

rents than smaller tenants. PO agrees with this at a general level but believes

that this is the exception rather than the rule, and believes that this form of

3.9

3.10

3.11

3.12
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demand is necessary in the CBD to facilitate the development of B and C

grade office space.

END
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