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1. INTRODUCTION

1.1 My name is Philip Mark Osborne. I am an Economic 

Consultant for the company Property Economics Ltd, based in 

Auckland. My qualifications include – Bachelor of Arts 

(History/Economics), Masters in Commerce, a Masters in 

Planning Practice, and have provisionally completed my 

doctoral thesis in developmental economics.

1.2 For the past twelve years I have been an economic property 

consultant for Property Economics. Previous to this I have 

been a business analyst to several large firms both here and 

in Europe. I also taught economics at both the secondary and 

tertiary level.

1.3 I have recently advised, and currently advise, local authorities 

including Christchurch City, Napier City, North Shore City, 

Auckland Regional Council, Wellington City and Wellington 

Regional Councils, Waikato Regional Council, Manukau City, 

Waitakere City, and Far North Councils in relation to forward 

planning and resource valuation issues. I also provide 

consultancy services to a number of large private sector clients 

in regard to a wide range of property issues, including 

economic impact assessments, forecasting market growth, 

determining future land demand for the residential and 

business sectors, and economic cost-benefit analysis.

1.4 I provided evidence for Christchurch City Council (Council) in 

the Strategic Directions Chapter, the Commercial and Industrial 

Stage 1 and 2 hearings, the hearing on the Memorial Avenue 

Investments Limited Plan Change, and the Central City hearing.  

In the Stage 1 Commercial and Industrial hearing I provided 

evidence on KI Commercial Limited's (KI Commercial) 
submission.  I have now been asked by the Council to provide 

evidence on the amended relief now being pursued by KI 

Commercial, following its appeal to the High Court.  I also 

consider the evidence of Mr Sellars, which has been filed on 



2
Evidence of Phil  Osborne - KI Commercial 11 August 2016

behalf of KI Commercial. 

1.5 To order to minimise repetition of my earlier evidence I refer to 

the following:

a) evidence of Philip Osborne dated 15th April 2015, 

specifically paragraphs 4.6 to 4.11 and 4.15 to 4.17; and

b) rebuttal evidence dated 1st May 2015, paragraphs 5.3 to 

5.16.

1.6 I confirm that I have read the Code of Conduct for Expert 

Witnesses contained in the Environment Court Practice Note 

2014 and that I agree to comply with it. I confirm that I have 

considered all the material facts that I am aware of that might 

alter or detract from the opinions that I express, and that this 

evidence is within my area of expertise, except where I state 

that I am relying on the evidence of another person.

2. SUMMARY OF EVIDENCE

2.1 The Christchurch commercial market remains in a state of 

recovery as does the Christchurch CBD.  

2.2 The commercial location trends exhibited by the Christchurch 

market pre-earthquakes were significantly exasperated through 

the loss of CBD premises following the 2011 earthquake.  This 

loss necessitated the relocation and development of 100,000sqm 

of commercial office space to suburban locations in the following 

years.  

2.3 Subsequently the focus for recovery of the CBD has been 

undertaken in a market in which there now existing a markedly 

increased and competitive level of commercial space throughout 

the suburban network.  This existing capacity has evolved in a 

market without the CBD and therefore its current supply levels 

remain artificially high.  
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2.4 As outlined in my previous evidence the recovery of the CBD, and 

in fact the sustainable recovery of the Christchurch economy, is 

reliant on re-establishing the primacy of the CBD for commercial 

activity.  

2.5 The KI Commercial submission for commercial and retail space at 

its Addington properties must be considered in the context of a 

market in which the CBD continues to compete with high levels of 

existing commercial supply and significant constraints for 

competitive commercial development within the CBD itself.  

2.6 The property evidence presented for KI Commercial by Mr Sellars 

recognizes the significant level of commercial capacity within the 

Christchurch market, and paragraphs 14 to 16 identify the 

potential impacts on rental levels and their subsequent impact on 

feasible development.  

2.7 It is important to note that these impacts are not limited to 

suburban office development but impact, as much if not more, 

upon potential and proposed development within the CBD.  An 

oversupply of commercial office space is likely to reduce rental 

returns, in turn diminishing feasible development capacity within 

the CBD and hindering its recovery.  This point is fundamental to 

the Council’s position in limiting additional commercial 

development in a suburban market that already exhibits an 

oversupply of space.   

2.8 Mr Sellars argues, in paragraph 27, that the risk to the CBD is 

likely to be negligible for two reasons.  Firstly, that the proposed 

development is situated in a non-competitive location, and 

secondly (paragraph 31) that the proportional level of development 

is low compared to the entire CBD.  

2.9 The finite nature of commercial demand means that ultimately the 

increase in supply proposed in Addington redirects demand from 

elsewhere in the market (unless arguing that this location will 

attract activity to Christchurch that would not otherwise exist).  
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This activity is likely to be in the sector of the market in which the 

CBD currently struggles to compete, namely B and C grade space.  

Commercial demand is therefore inherently linked throughout 

Christchurch (at varying degrees) and, given the location of the 

proposed sites, the proposal is likely to impact upon the same 

market in which the CBD is likely to operate.

2.10 In terms of the ‘relative impact’ of the additional space, as defined 

in Mr Sellars evidence (paragraph 31), it is my opinion that the 

comparison is both erroneous and misleading.  The relationship 

between additional commercial supply (in a market which is by his 

own admission oversupplied) and impacts is not linear.  An 

increase of space into a market that already has more than 

sufficient capacity is likely to have a more than equal impact upon 

the price and therefore feasibility of commercial development.  It is 

in such an environment that ‘cheaper’ locations, but which result in 

greater economic costs to the wider economy, become more 

competitive.  

2.11 There is little doubt that the proposed development will impact 

upon the commercial market in Christchurch, supplying a level of 

demand that is already catered for in both existing and proposed 

development.  The addition of the proposed commercial space 

does not provide a unique location by which unaccommodated 

demand will be met.  

2.12 In my view the office component of the proposal is contrary to the 

higher order planning directives and is likely to impact upon the 

positive economic outcomes sought by the pRDP.  

3. CHRISTCHURCH COMMERCIAL ENVIRONMENT

3.1 Both before and after the Canterbury earthquakes, Christchurch 

City has seen a significant level of decentralised business activity 

throughout the City.  This decentralisation has led to a variety of 

economic concerns including economic inefficiencies, reduced 

competitiveness and lower community well-being.    
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3.2 In my view, any assessment of the proposal must consider the 

current and potential future economic environment for 

Christchurch City and must be evaluated against the ambitions of 

the community and the objectives of the pRDP.  The key issue that 

is of concern within the Christchurch economy is the undermining 

of the wider competitive influence of the CBD and the fact that loss 

of activity from this, and other centres, is likely to reduce 

Christchurch’s economic competitiveness as a City, resulting in a 

fall in community well-being.   

 

3.3 There has been a clear trend within the commercial market in 

Christchurch from 2000 with the predominance of commercial 

activity locating outside of centres.  This distribution of activity is 

clearly not in keeping with the direction of higher order planning 

documents such as Chapter 6 of the Canterbury Regional Policy 

Statement (CRPS) which seeks to strengthen centres (and in the 

case of the CBD, aid its recovery), with primacy given to the CBD 

by focusing new commercial development into the Central City, 

Key Activity Centres and neighbourhood centres.  This provides 

for an efficient utilisation of existing infrastructure and supply while 

creating levels of intensified activity that generate economic 

benefits.   

3.4 In turn, the Commercial Chapter of the pRDP essentially identifies 

the Christchurch CBD as the primary focus for large commercial 

development.  While growth and recovery of the CBD is a clear 

focus of both the CRPS and the pRDP, there is a need for 

flexibility with commercial development opportunities provided for 

in the full network of current and future centres.     

3.5 The issues that arise from commercial activity in inappropriate 

locations and at inappropriate levels include:  

(a) ineffective infrastructure planning and utilisation;

(b) disjointed land use and development; 
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(c) inappropriate land values leading to reduced 

development opportunities in appropriate locations; 

(d) overall fall in competitiveness for commercial locations in 

Christchurch City; 

(e) lack of certainty for commercial growth and development 

potential; 

(f) distortion of supply available and planned for the market 

(potentially resulting in inefficient supply);  

(g) dispersal of commercial activity reducing overall 

agglomeration benefits to the City, and hence wider 

competitiveness; 

(h) an overall decline in centre amenity; 

(i) increased marginal costs for community infrastructure; 

and 

3.6 A final consideration is the Christchurch CBD.  A key objective of 

the community and the pRDP is the recovery of the Christchurch 

CBD.  It is also important to understand that while the past 

business trends experienced by Christchurch would indicate a 

move of activity away from the CBD, the earthquakes have left the 

future role and contribution of the CBD even more vulnerable as it 

no longer possesses the critical mass to sustain itself.  While the 

decentralisation of activity is of concern, the immediate emphasis 

should be placed on the recovery of the CBD, as a highly 

influential competitive asset, it is critical to the recovery of the 

Christchurch economy as a whole that significant emphasis is 

placed on generating activity within this principal centre.    

3.7 The current lack of certainty and lack of potential tenants is placing 

this recovery at risk.  Anecdotal evidence would suggest that 

developers are starting to be attracted away from Christchurch 

CBD.  The proposed level of development in the CBD is placing 

significant pressure on rental returns, and the continued level of 

competition from suburban locations continues to place these 

proposals in jeopardy.  
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3.8 My original rebuttal evidence relating to the KI Commercial 

submission related to the need for the consolidation of commercial 

activity into centres.  The economic evidence presented by Dr 

McDermott refuted the decline of the Christchurch CBD and set 

out the significant hurdles it faced in recovery.  In my Commercial 

(Stage 1) evidence in chief (13th April 2015) and my subsequent 

rebuttal (1st May 2015) I acknowledged these difficulties and 

identified the need for restricted commercial development outside 

of the CBD and KAC’s as a fundamental contributor to overcoming 

these hurdles and providing for recovery.  

4. APPROPRIATENESS OF RELIEF SOUGHT BY KI COMMERCIAL

4.1 The relief sought by KI Commercial differs from the decision 

version of the Commercial proposal insofar as rule 15.7.2.1 in 

Decision 11 permits the following: 

(a) Retail activity, Office activity and Commercial services in 

existing buildings or existing consented activity and 

associated building (P2, P9 and P10);

(b) Ancillary retail activity (P3) or Ancillary office activity 

(P11);

(c) Specified retail activities including: 

(i) Food and beverage outlet (P4);

(ii) Second-hand goods outlet (P7); 

(iii) Drive-through services (P22);

4.2 My evidence primarily relates to the appropriateness of the 

provisions under (a) in particular, relating to the ability for the 

identified sites to accommodate retail and commercial activities.  

4.3 It is my understanding that there are a range of potential 

development capacities within evidence.  Mr Sellars (paragraph 

31) evidence suggests a development of 2,244sqm while the 

evidence of Mr Stevenson (paragraph 4.6) for Council suggests a 

theoretical capacity of 10,470sqm that would be permitted under 

the provisions.  I have focused on what the rule would permit when 
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giving my opinions, and therefore have relied on Mr Stevenson's 

calculations. 

4.4 In terms of the baseline for assessment it is also my 

understanding that the buildings do not fall under existing use 

rights.  As such any commercial and retail activity is additional to 

the current environment.  

4.5 As outlined in paragraph 3.5 of my evidence, there are specific 

economic costs associated with the oversupply of commercial 

floorspace.  These costs are both in terms of overall efficiencies 

and to the potential for the CBD to recover.  Given the 

identification of the CBD recovery and the more than sufficient 

commercial capacity enabled by the pRDP, the provision of 

additional commercial space in such close proximity to the CBD is 

likely to be contrary to the direction of the pRDP and negatively 

impact upon the ability for the CBD to provide appropriate levels of 

feasible development.  

5. AFFIDAVIT OF MR SELLARS

5.1 The evidence of Mr Sellars suggests that the provisions proposed 

for the KI Commercial sites are likely to ‘present very minor if any 

risk to the CBD and the centres based approach’.  From Mr Sellars 

evidence it would appear there are two key factors that led him to 

form this opinion.  Firstly, that the proposed location offers 

something separate from commercial centre capacity and 

secondly that the level of development is proportionately low in 

comparison to all proposed CBD development.   

5.2 In setting out the environment in which the proposal is to be 

assessed, Mr Sellars identifies a potential oversupply of 

commercial space within the market that is leading to downward 

pressure on commercial rents.  I would agree that there is 

currently a shift in the market with the existing level of suburban 

supply, that was fundamental following the earthquakes and the 
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loss of the CBD, and the current and expected level of 

development in the CBD.  

5.3 This market is not only putting pressure on existing suburban 

supply, but also on the rental levels that can be achieved within 

the CBD.  This in turn, as set out by Mr Sellars (paragraph 15), 

has put pressure on the development feasibilities for commercial 

space.  This rental and development pressure applies not only to 

the suburban centres but also the CBD thus already putting at risk 

the development proposed for the CBD. 

5.4 As outlined in Mr Sellars evidence (paragraph 16), the CBD has 

been unable to compete with cheaper locations resulting in an 

uneven development of A grade commercial development.  This is 

due in large part to the significant quantum of commercial space 

that lies in suburban areas that compete for this B and C grade 

office activity.  

5.5 In discounting the potential impacts of the proposal on the CBD or 

the centres based hierarchy, Mr Sellars has identified the less than 

ideal location as a prime factor in precluding this potential 

development from competing other centres and the CBD.  In my 

opinion, this is not the case.  While undoubtedly this proposal may 

offer a cheap alternative to "in centre" locations and the CBD, it 

competes within a finite commercial market.  Since it is extremely 

unlikely that commercial office space in this location will attract 

business activity that would have not otherwise located in 

Christchurch, it would simply result in a redistribution of activity 

from other locations.  This relocation would leave capacity 

elsewhere, which in turn would accommodate a level of demand.  

Ultimately, cheaper locations often compete very well with "in-

centre" existing commercial premises thus simply diverting 

existing activity.  

5.6 In my opinion, there is little doubt that the provision of additional, 

unnecessary, commercial space competes for a limited level of 
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demand, thus detracting from the existing market for which the 

CBD competes.  

5.7 The second point raised by Mr Sellars is the fact that the proposed 

level of development, under his scenario, only represents 0.56% of 

the total proposed development in the Christchurch CBD.  While 

this comparison is completely erroneous (as I explain in further 

detail below), it also fails to consider the market in which the 

proposal will sit.  As outlined in Mr Sellars' own evidence, he 

considers the current commercial market to be oversupplied 

placing pressure on further feasible development.  Regardless of 

the proportional size, there is little doubt that if there was 

insufficient capacity in the existing market for commercial activity 

the proposal would be more likely to result in economic benefits.  

However, the market does not have any capacity issues and as 

such the proposal simply adds to the pressure on feasible 

development (particularly at appropriate locations such as the 

CBD and other identified commercial centres).  

5.8 In any given market, the potential impacts of a development are 

less likely to relate to the relative size of the development (to the 

entire market) but to the conditions that exist in the market overall.  

A relevant example is that of the Auckland housing market.  A 

proportional assessment would suggest that an undersupply of 

20,000 homes in Auckland or 3.5% of the market is less than 

significant, however it has resulted in a 65% increase in price for 

the entire stock over the past 4 years.  So too can a relatively 

small increase in a commercial market that is oversupplied result 

in a materially significant fall in the commercial property market 

and therefore the potential for the CBD to feasibly recover.  

5.9 Lastly, Mr Sellars has identified as a cost the potential loss in 

value resulting from a lack of zoning.  This cost only relates to 

individual ownership, as the development which would be 

permitted by the KI Commercial relief is unlikely to generate 

additional growth in Christchurch.  As such, the additional value 

achieved by the KI Commercial development would simply be the 
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result of a shift in value from other commercial properties or from 

the property market in general.  

5.10 As outlined above commercial demand is finite and as such 

permitting potentially very significant levels of commercial activity 

on the KI Commercial sites would divert demand from other 

properties, in turn decreasing the value of those properties.  

Overall an increase in supply has the result, as outlined by Mr 

Sellars, of reducing overall rental levels, even marginally, in turn 

decreasing the value of commercial property as a whole.   A 

guiding objective of a consolidated approach to business activity is 

to increase overall productivity, improving Christchurch’s 

competitiveness and increasing the value of all land. Given the 

level of capacity within the Christchurch market this proposal 

would be contrary to that outcome.  

6. CONCLUSION 

6.1 The KI Commercial proposal seeks to increase the level of 

commercial floorspace in a market that is already oversupplied as 

a consequence of the significant increase in suburban commercial 

development resulting from the dislocation of commercial activity 

due to the 2011 earthquake.  

6.2 The proposal seeks to increase the level of commercial activity in 

an area that is within close proximity to the Christchurch CBD and 

a centre that currently competes for CBD activity.  

6.3 In my view there is no benefit to the Christchurch community as a 

result of the potentially substantial additional commercial space 

which would be permitted by the KI Commercial relief.  At the 

same time, I consider that it is contrary to the relevant strategic 

and commercial objectives of the pRDP, and poses a risk to the 

efficient operation of the commercial market and therefore the 

feasible redevelopment of the CBD.  While the proportional level of 

development sought to be enabled may be relatively low, the 

effects are likely to be more than linear.  
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6.4 It is my expert opinion that the KI Commercial proposal would 

result in an economic disbenefit to the community.  

Phil Osborne 
11 August 2016 


