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INTRODUCTION 

1. My full name is Adam Jeffrey Thompson.  For the past 15 years I 

have provided consulting services in the fields of urban economics, 

property market analysis and property development advisory.  For 

the past 13 years I have owned and managed two consulting firms 

that have provided services in these fields.  I am presently the 

director of Urban Economics Limited.   

2. I have a Bachelor of Resource Studies from Lincoln University 

(1998), a Master of Planning from Auckland University (2000) and a 

Dissertation in Urban Economics from the London School of 

Economics (2014). I have studied urban economics at Auckland 

University and environmental economics at Lincoln University.   

3. I have undertaken approximately 200 economic assessments of 

proposed commercial and residential developments. For private 

sector clients I have prepared assessments of market demand for 

approximately 150 new commercial and residential developments.   

4. I have read the Environment Court's Code of Conduct and agree to 

comply with it. My qualifications as an expert are set out above. I 

confirm that the issues addressed in this statement of evidence are 

within my area of expertise.  

5. The data, information, facts and assumptions I have considered in 

forming my opinions are set out in the part of the evidence in which 

I express my opinions. I have not omitted to consider material facts 

known to me that might alter or detract from the opinions I have 

expressed.  

THE PROPOSAL 

6. K I Commercial Ltd (K I Commercial) is seeking the relief of a total 

Gross Floor Area (GFA) limit of 3,600m2 for offices, retail and 

commercial services across its two sites at 9 and 11-13 Bernard 

Street, Addington (“the proposal”). 

SCOPE OF EVIDENCE 
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7. K I Commercial has requested that I review and respond to the 

economic evidence filed by Philip Osbourne for the Christchurch City 

Council dated 11 August 2016. In order to respond to Mr Osbourne’s 

evidence I have also considered other filed by Mr Osbourne and Mr 

Tim Heath, as noted below.  

8. My rebuttal evidence covers the following: 

(a) A review of the economic evidence prepared by Mr Philip Osborne.  

This includes the following documents: 

(i) Statement of evidence of Philip Osborne on behalf of 

Christchurch City Council, 13 April 2015. 

(ii) Rebuttal evidence of Philip Mark Osborne on behalf of 

Christchurch City Council: Retail/Centre Matters,1 May 2015. 

(iii) Statement of evidence of Philip Mark Osborne on behalf of 

Christchurch City Council, 11 August 2016. 

(b) An assessment of urban economic literature regarding agglomeration 

economies. 

(c) An assessment of the feasibility of redevelopment in the Christchurch 

CBD. 

(d) An assessment of the proposal within the context of the Replacement 

District Plan (“RDP”). 

(e) The supply of vacant business land in several main New Zealand 

cities. 

SUMMARY OF EVIDENCE 

9. The proposal is consistent with the centres-based framework.  In 

respect of retail, Mr Tim Heath has concluded, on behalf of 

Christchurch City Council, that a “consolidation approach” is the 

optimal method for achieving the centres-based framework.  I agree 

with Mr Heath.   

10. Mr Heath describes the “consolidation approach” approach as 

follows: 
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“This is best encapsulated in what I term the consolidation 

approach to retail development. This approach enables existing 

centres to expand where proven appropriate and will generate a 

net benefit to the community and centre. I consider that such an 

approach provides an appropriate balance between regulation / 

intervention, while enabling the retail market the flexibility to 

develop and operate in an efficient manner that both meets 

market growth requirements and facilitates the recovery of 

existing centres.” (paragraphs 5.5, 5.6, 13.4.15 of Mr Heath’s 

evidence in chief dated 13 April 2015, emphasis added).”    

11. Mr Heath’s consolidation approach is supported by Policy 15.1.2.4: 

“(b) Any outward expansion of a commercial centre must: 

i. ensure the expanded centre remains commensurate with 

the centre’s role within a strategic network of centres while 

not undermining the function of other centres;” 

12. The two principles Mr Heath establishes are District Plan’s (1) should 

support a network of centres and (2) should enable centres to 

expand to accommodate growth in demand, subject to the function 

of the centre being retained.  A core question in respect of the 

proposal is whether there is future demand growth and whether it 

would retain the function of the Addington Centre and a 

Neighbourhood Centre under the RDP. 

13. The land zoned for the Addington Neighbourhood Centre is largely 

developed.  There are no sites that are vacant or appear to have a 

low level of capital improvements that would enable additional 

commercial development.  It is therefore likely that there is very 

little additional capacity for new floorspace within this centre to 

accommodate future demand growth. 

14. The Addington population is forecast to increase from approximately 

3,900 to 4,100 over the 2016-2026 period.  This represents an 

increase in population of 5%, and given expected growth in real 

spending power, this indicates that there will be moderate demand 

growth in Addington over the life of the RDP. Given there are no 

retail vacancies, and the historic use of the proposal properties for 



CSF-123497-11-772-V2 

 Page 5/33 
 

commercial activities, I conclude that there is sufficient market 

demand to support the proposal.  

15. The Addington Neighbourhood Centre presently has 6,200m2 of 

retail floorspace.  This is below the average size for a 

Neighbourhood Centre, of 7,400m2.  If the proposal results in an 

additional 3,000m2 of retail floorspace (the upper end of what would 

be expected to occur), this would increase the size of the centre to 

9,200m2.  This would increase the size for the centre to 1,800m2 

above the average size, however, the centre would still be 

consistent with the function of a Neighbourhood Centre at this size.   

16. It should be noted that under the RDP there is a very wide range of 

Neighbourhood Centre sizes, from 500m2 to 30,400m2.  This 

indicates that Neighbourhood Centres have a range of possible 

scales and functions.  This is reflected in the definition of a 

Neighbourhood Centre: 

“Neighbourhood Centre 

A destination for weekly and daily shopping needs as well as for 

community facilities.  

In some cases, Neighbourhood Centres offer a broader range of 

activities including comparison shopping, entertainment 

(cafes, restaurants and bars), residential activities, small 

scale offices and other commercial activities. Anchored 

principally by a supermarket(s) and in some cases, has a 

second or different anchor store.  

Serves the immediately surrounding suburbs and in some cases, 

residents and visitors from a wider area.” (Table 15.1, 

Commercial Chapter, emphasis added) 

17. Based on this definition, and the range of scales and functions of 

other Neighbourhood Centres, I conclude that the proposal would 

support a centre that is consistent with the definition of a 

Neighbourhood Centre as outlined in the RDP.     

18. Due to the single level design and layout of the property, it is likely 

that there would be a large amount of retail activity.  This has been 

reflected in the property’s historic use. However, the proposal may 
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have an office component, of approximately 500m2 - 1,000m2, with 

this most likely occurring on the mezzanine floors.  It should be 

noted that the exact mix of uses has not been finalised at the time 

of preparation of my evidence and the property would appeal to a 

wide range of commercial firms.   

19. Mr Osborne has provided an economic analysis that is largely 

focused on the office component of the proposal.  He puts forward 

two core arguments: 

(1) A “density argument” in which he argues that cities that 

have high density commercial centres have greater 

agglomeration economies.  He estimates that higher density 

commercial centres in Christchurch would increase 

agglomeration economies by $450m per annum.   

(2) A “commercial feasibility argument” in which he argues 

that regulation that restricts commercial development across 

the City would improve the commercial feasibility of 

development in the CBD.   

20. Based on his two arguments, Mr Osborne recommends regulation 

that restricts commercial development to a level below natural 

demand, in order to redirect commercial activity into the CBD and 

other centres.    

21. I do not believe the urban economic literature supports the two 

arguments put forward by Mr Osborne. 

22. With regard to the “density argument”, there is a lot of contention 

in the urban economic literature about the existence of 

agglomeration economies, particularly in regard to whether they 

exist as a result of high density commercial centres, or whether they 

exist irrespective of density and only at the city level.   

23. Mr Osborne argues that an increase in the density of commercial 

centres results in an increase in agglomeration economies.  The 

urban economic literature however finds that the correlation runs in 

the opposite direction, namely that it is agglomeration economies 

that lead to higher density commercial centres.  This is because as 

firms become more productive they are able to pay the higher cost 
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of high density development, not the other way around.  The 

implications of the direction of this correlation are significant for 

urban policy.  Most notably, any regulation that restricts supply 

below the natural level of demand would reduce agglomeration 

economies, as a result of higher business rents/operation costs, and 

would in turn reduce the potential for higher density commercial 

centres.  I would also highlight that the demand for commercial 

floorspace is not fixed, as argued by Mr Osborne, rather is elastic to 

a number of exogenous variables, most notably including the price 

of rent1 and availability of suitable land and premises.      

24. The urban economic literature finds that agglomeration economies 

are not synonymous with the clustering of firms in close proximity 

(i.e. in high density commercial centres) and that they are very 

elusive below the city-level.  This is probably because advances in 

transportation and communication technology have continually 

substituted for proximity, something that is commonly referred to as 

the “death of distance” in the urban economic literature.   

25. One of the most influential studies on agglomeration economies has 

been completed by Drennan and Kelly (2011)2.  They analysed 

agglomeration economies in 120 major office markets in the U.S.  

They could only find evidence of agglomeration economies in the 

few very largest markets, in cities such as New York, San Francisco 

and Washington DC.  In smaller office markets, of a size 

comparable to Christchurch, they could only find evidence on 

“small” agglomeration economies, and more importantly 

found evidence that there was only a “small” difference 

between agglomeration economies in CBDs and suburban 

centres. This suggests any agglomeration economies in 

Christchurch would only be small and more importantly that these 

agglomeration economies are equally achieved in the CBD and other 

suburban centres and locations.  This does not support Mr Osborne’s 

argument that there would be agglomeration economies of $450m 

per annum from high density commercial centres.   

                                                   
1 This is referred to as the ‘price elasticity of demand’.   
2 Drennan and Kelly 2011, Measuring Urban Agglomeration Economies with Office Rents, 
Department of Urban Planning, UCLA. 
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26. With regard to Mr Osborne’s claim that the CBD is crucial to the 

economic performance of the City, I do not believe this is supported 

by the economic literature on agglomeration economies.  I also note 

that there has been strong growth in the Christchurch economy over 

the past few years, despite the absence of a large CBD and high 

density commercial centres.          

27. With regard to Mr Osborne’s “commercial feasibility argument”, 

he claims that restricting commercial development outside the CBD 

would cause a city-wide increase in rents, which is correct, and that 

in turn this would increase the feasibility of development of the 

CBD.  The price of vacant development land within the CBD is 

currently very high, in the order of $1,000 - $3,000 per sqm.  This 

implies that given the current costs and revenues of development in 

the CBD, that there is a sufficient profit to enable a developer to pay 

a premium price for this land.  This confirms the development of the 

CBD is commercially feasible based and in fact that rents could 

decrease, and development would still be commercially feasible.  

Based on the high price of CBD development land, I conclude that 

Mr Osborne’s “commercial feasibility argument” is incorrect and a 

city-wide restriction would not increase the rate of construction in 

the CBD.  On the other hand, Mr Osborne’s proposal would, as he 

intends, increase the rent/operating costs for firms and this would 

have significant adverse effects on the competitiveness of the City.   

28. A specific concern raised by Mr Osborne is that Grade A firms (for 

example law firms, accountancy firms, finance firms, etc) that 

relocated to the suburbs as a result of the earthquakes, would 

relocate back to the CBD if there is a city-wide restriction on 

quantity of office space.  There is a practical error in Mr Osborne’s 

logic.  The Grade A firms that typically operate from CBDs tend to 

be higher income firms and can generally outbid the Grade B and C 

firms for office space.  Consequently, the Grade A firms are able 

to choose where they operate from, irrespective of whether 

there is a city-wide restriction on supply.  The net result of Mr 

Osborne’s policy would therefore not be to redirect the Grade A 

firms to the CBD as intended, rather it would be to reduce the 

quantity of office space, and the price of office space, for Grade B 
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and C firms.  This outcome would reduce the City’s economic 

productivity.   

29. In my opinion, the only regulation that would effectively support the 

development of the CBD is the provision of the public infrastructure 

and measures to avoid land banking.   

30. Overall I conclude that Mr Osborne’s density argument and 

commercial feasibility argument may at face value appear to have 

merit however if implemented would have no material impact on 

increasing agglomeration economies or the rate of development of 

the CBD, and would instead have significant economic costs related 

to artificial increases in the city-wide commercial rents.  I believe 

that there is no economic basis to restrict the supply of commercial 

activity, and within this context, I consider that the proposed 

commercial use of the proposal sites would have significant 

economic benefits.   

31. The proposal is to use the buildings in a manner that is consistent 

with its pre-earthquake commercial uses.  A restriction to 

commercial uses, as proposed by Mr Osborne, would result in a 

significant loss to the property owner in terms of the value of the 

property.  While this is not an economic matter, it does raise issues 

in respect of equity.  I note that matters of equity are not within my 

area of expertise.  

32. In summary, the proposal would represent an expansion of the 

Addington Neighbourhood Centre in a manner that is consistent with 

the intended scale and function of these centres.  Given the 

proposal would potentially have a large retail component, of a type 

of retail that is focused on a local or to a limited extent a sub-

regional market, rather than a regional market, this would not 

present any risk to the commercial performance of the CBD as 

claimed by Mr Osborne.    

CENTRES-BASED FRAMEWORK 

33. The RDP has the objective of a centres-based framework.  I support 

the centres-based framework and agree with Mr Heath and Mr 
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Osborne that there are economic benefits in urban policy that 

supports a network of centres.   

34. I do however disagree with Mr Osborne on how urban land-use 

policy can be used to support a network of centres and maximise 

agglomeration economies.  In particular, I believe that a network of 

centres should be promoted that have sufficient capacity for 

commercial and other activities to find land and premises at prices 

that are not artificially inflated by regulation that deliberately 

restricts supply.  This approach enables a city-wide growth in 

productivity that then in turn allows businesses to pay the higher 

cost of high density commercial space.  Conversely, Mr Osborne’s 

approach is to restrict supply so that rents are artificially increased, 

so that redevelopment is more feasible.  However, this approach is 

undermined by the higher rents reducing the growth in productivity, 

and this ultimately reduces the ability for firms to pay these higher 

rents, as well as being a general disincentive for general business 

growth. 

35. Mr Heath has commented on the importance commercial centres 

being able to expand with demand growth.    

“As such, it is my opinion given my analysis and the unique 

circumstances in Christchurch at this point in time, that a balanced 

approach involving a planning framework that facilitates and 

encourages retail development in the city’s existing and proposed 

new centre network, and discourages retail development in out-of-

centre or standalone suburban locations represents the 

appropriate pathway forward. 

This is best encapsulated in what I term the consolidation 

approach to retail development. This approach enables 

existing centres to expand where proven appropriate and 

will generate a net benefit to the community and centre. I 

consider that such an approach provides an appropriate 

balance between regulation / intervention, while enabling 

the retail market the flexibility to develop and operate in an 

efficient manner that both meets market growth 

requirements and facilitates the recovery of existing 
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centres.” (paragraph 5.5, 5.6, evidence dated 13.4.15 on behalf 

of Christchurch City Council, emphasis added).   

36. Mr Heath has put forward a similar view in Joint Witness Statement: 

“Further capacity for retail development may be required as a last 

option (where the role and function of centres would not be 

undermined) in other locations that cannot be met in preferred 

alternatives. This should be accommodated only as a discretionary 

activity so that a full assessment of the effects to determine the 

appropriateness of the activity can be undertaken.”   (Page 17, 

Expert Conference Joint Statement for hearing topics 051-054 

Centre Zones, Business park and industries zones, Business 

activities and Business Controls On Matters relating to the 

identification of locations for further future retail development, 29 

July 2015) 

37. Mr Heath’s consolidation approach is supported by Policy 15.1.2.4: 

“(b) Any outward expansion of a commercial centre must: 

i. ensure the expanded centre remains commensurate with 

the centre’s role within a strategic network of centre while 

not undermining the function of other centres;” 

38. I agree with Mr Heath’s “consolidation approach” and also hold the 

view that it provides an optimal balance between regulation for the 

centres-based framework while sufficiently enabling business needs 

to be met in full.     

39. I would highlight that the “consolidation approach” is contrary to Mr 

Osbornes approach which aims to deliberately restrict supply below 

the level of natural market demand, in which case business needs 

would not be met in full.  This is in my view an extreme urban policy 

recommendation because it aims to deliberately restrict supply and 

artificially increase rents.   

40. The question of whether the proposal is consistent with the 

consolidation approach can be answered by considering (a) whether 

the proposal can be considered to be an expansion of a centre, and 

(b) whether there will be a need for centres to expand over the life 
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of the PDP in order for business needs to be met in full.  I address 

these in the subsequent two sections of my evidence.   

IS THE PROPOSAL CONSISTENT WITH THE DISTRICT PLAN 

PROVISIONS? 

41. The proposal sites are zoned Commercial Mixed Use and are 

adjacent to Addington Neighbourhood Centre, which is zoned 

Commercial Core.   

42. The Addington Neighbourhood Centre is comprised of a diverse 

range of commercial activities, mostly servicing the daily and weekly 

requirements of the local population.  In addition, there are several 

mid-rise office buildings that are tenanted by businesses that 

appear to service a wider regional market.  At the northern (CBD) 

end of the centre there are several more mid-rise office buildings, 

which are on Commercial Office zone land.  

43. The proposal would in effect be an expansion of the Addington 

Neighbourhood Centre because it would increase the retail and 

office functions of the centre.     

44. The following table shows the size of the Neighbourhood Centres in 

terms of retail floorspace.  It is worth noting that these centres are 

comprised of a wide range of commercial and public activities.   
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Neighbourhood Centre Retail Floorspace

St Martins 500

Wairakei/Greers 600

Belfast 1,100

Redcliffs 1,200

Ilam/Clyde 3,000

Fendalton 3,400

Aranui 3,700

Beckenham 3,700

Akaroa 4,000

Avonhead 4,700

Sumner 5,100

Sydenham 5,700

Addington Current 6,200

Woolston 6,300

Lyttelton 6,300

Cranford 7,100

Halswell 7,200

Richmond 7,400

Edgeware 7,500

Parklands 8,700

Addington with Proposal (plus 3,000sqm) 9,200

Bishopdale 11,400

Barrington/Spreydon 11,900

Merivale 12,000

Ferrymead 27,200

Bush Inn/Church Corner 30,400

Average 7,400

Source: Property Economics

Table 1: Neighbourhood Centre Retail Floorspace 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

45. The Addington Neighbourhood Centre presently has 6,200m2 of 

retail floorspace.  This is below the average size for a 

Neighbourhood Centre, of 7,400m2.  On the assumption that the 

proposal results in an additional 3,000m2 of retail floorspace, this 

would increase the size of the centre to 9,200m2.  This would 

increase the size for the centre to 1,800m2 above the average size, 

however it would still be consistent with the function of a 

Neighbourhood Centre at this scale.  It should be noted that there is 

a very wide range of Neighbourhood Centre sizes, from 500m2 to 

30,400m2, and this indicates that Neighbourhood Centres, as 

defined in the RDP, have a wide range of possible scales and 

functions.  This range in scales and functions is represented in the 

definition of a Neighbourhood Centre: 
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“Neighbourhood Centre 

A destination for weekly and daily shopping needs as well as for 

community facilities.  

In some cases, Neighbourhood Centres offer a broader range of 

activities including comparison shopping, entertainment 

(cafes, restaurants and bars), residential activities, small 

scale offices and other commercial activities. Anchored 

principally by a supermarket(s) and in some cases, has a 

second or different anchor store.  

Serves the immediately surrounding suburbs and in some cases, 

residents and visitors from a wider area.” (Table 15.1, 

Commercial Chapter, emphasis added) 

46. Based on this definition, and the range of scales and functions of 

other Neighbourhood Centres, I conclude that the proposal would 

support a centre that is consistent with the definition of a 

Neighbourhood Centre as outlined in the RDP.     

47. The layout and design of the building would be likely to attract a 

range of businesses that service a local or sub-regional market, 

rather than a regional or national market.  On this basis, it would be 

consistent with Addington’s Neighbourhood Centre function.  This is 

confirmed by the description of historic tenants, and expectation of 

potential future tenants, as being from the retail and office sectors 

(in paragraphs 14 – 17 of Mr Paul Keung’s evidence, dated 28th June 

2016).   

48. I also note that Mr Heath’s recommendation for the Addington 

Neighbourhood Centre are: 

“Consolidate and encourage façade improvements and 

landscaping.  Significant commercial office development on its 

northern fringes will enable it to play a slightly higher role 

than B1 and should promote development of the food and 

beverage sector.  Also a significant ‘drive-by’ market it could 

better ‘tap into’ over time.” (page 59, November 2013, Proposed 

Christchurch City District Plan Commercial and Industrial Chapters 

Economic Analysis, Christchurch City Council, emphasis added).     
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2000 2010
Growth 

2000-2010

10-Year 

Growth %

Growth 

2016-2026

Education 9,660 13,080 3,420 35% 6,170

Office 42,750 57,760 15,010 35% 24,540

Other 3,710 3,790 80 2% 80

Retail 25,470 30,990 5,520 22% 7,590

Total 81,590 105,620 24,030 29% 38,380

Source: Statistics NZ, Urban Economics

49. I agree with Mr Heath’s recommendations.  I expect that the centres 

accessible location on a busy arterial road offers a significant drive-

by market, and that the office businesses located in the northern 

end of the centre would support a slightly higher role or function for 

this centre.    

SUPPLY AND DEMAND FOR CHRISTCHURCH COMMERCIAL LAND 

50. Mr Osborne has estimated an increase of 5,500 office employees in 

Christchurch City over the 2016-2026 period.  His estimate is based 

on a range of factors which are outlined in his Appendix 3 of his 

evidence (dated 13 April 2015) although the exact methodology is 

not outlined.  Mr Osborne uses these forecasts to estimate demand 

for office space at 160,000sqm in his subsequent evidence (9 June 

2016), based on approximately 30m2 of office floorspace per 

employee.   

51. Table 2 shows the rate of commercial sector for the ten-year period 

prior to the earthquakes.  Office employees increases by nearly 

15,000, nearly three times the rate forecast by Mr Osborne over the 

next ten-years.  In my opinion, this historic rate of growth provides 

a reasonable indication of the likely future rate of employment 

growth.  This would translate into much higher future demand 

growth for office floorspace, particularly if the other sectors that 

accommodate office floorspace are accounted for, such as education 

and medical.   

Table 2: Christchurch Commercial Employment 2000 - 2010 

 

 

 

 

52. Table 3 shows an estimated business land demand for Christchurch 

for the 2016-2026 period.  This is based on historic (pre-

earthquakes) building consent rates and typical site coverage ratios.   
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Sector

Consented 

Floorspace 

2001-2010

Site Coverage 

Ratio

Land Demand 

2016-2026

Land Demand 

2016-2026 

(including 5 

year 'rolling 

buffer)

Industrial 1,163,400 0.5 232.7 349.0

Commercial

Retail 267,200 0.5 53.4 80.2

Office 233,400 2 11.7 17.5

Education 162,800 0.5 32.6 48.8

Community 121,400 0.5 24.3 36.4

Medical 80,600 0.8 10.1 15.1

Recreation 21,000 0.8 2.6 3.9

Hotel 104,400 2 5.2 7.8

Parking 63,100 2 3.2 4.7

Other 5,800 0.5 1.2 1.7

Sub-total Commercial 1,059,700 - 144 216

Total 2,223,100 - 377 565

Source: Statistics NZ, Urban Economics

53. Over the ten-year 2001-2010 period, there was in the order of 

1,059,000m2 of commercial floorspace consented, of which 

233,000m2 was office.  Based on this, I estimate that there is a 

need for 216 hectares of commercial land to meet demand, 

including a five year rolling buffer.  This is significantly more than 

the estimated supply of vacant land in Christchurch, which is 

estimated at 97 hectares, in the following section.   

54. Based on the estimated demand, the supply of vacant land, and 

accounting for some future growth to be accommodated through 

redevelopment of existing brownfield sites, I conclude that there will 

be a shortage of commercial land under the RDP.   

Table 3: Christchurch Land Demand 

 

 

 

 

 

 

 

 

 

 

55. With regard to the capacity in the CBD, Mr Osborne has estimated 

560,000m2 of floorspace could be accommodated on the 8.5ha of 

vacant land zoned Commercial Central City Business.  Of this, he 

estimates there would be 168,000m2 of office capacity, including 

vacant capacity. 

56. These estimates apply a very high “Floor Area Ratio”.  For example, 

it is assumed that buildings have a 65% site coverage, and that one 
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third of a building is used for parking, the average building height 

would be 15 storeys.  This is in my opinion a bullish estimate of 

capacity, given many buildings will be low or mid-rise (i.e. 3-6 

levels).      

SUPPLY AND DEMAND OF COMMERCIAL LAND IN CHRISTCHRUCH 

AND OTHER MAIN CITIES IN NEW ZEALAND 

57. This section presents the findings of the Urban Economics Vacant 

Business Land Survey 2016, which quantifies the amount of vacant 

commercial and industrial land in Auckland, under the Proposed 

Auckland Unitary Plan (PAUP), in Hamilton, under the Proposed 

District Plan, and in Christchurch, under the RDP.   

58. The following table summarises the results of the survey.  It is 

evident that Christchurch has a level of supply of vacant commercial 

land that is approximately consistent with Auckland and Hamilton, 

suggesting that the City does not presently have a high level of 

supply when compared to other cities, and a level of supply of 

industrial land that is approximately the same as Hamilton however 

much higher than Auckland, suggesting that there is a relatively 

strong supply of industrial land.  Based on this data, I conclude that 

the commercial utilisation of Industrial zone land, or Commercial 

Mixed Use zone land which enables some industrial activity, would 

not adversely impact on the industrial sectors.    

Table 4: Christchurch, Auckland, and Hamilton Vacant Business Land 2016 

 

 

 

 

 

 

 

2016 Vacant 

Land (ha)

Vacant Land 

per Capita (m²)

Christchurch

Commercial 97 2.6

Industrial 1,033 27.9

Total 1,130 30.5

Auckland

Commercial 204 1.4

Industrial 599 4.2

Total 803 5.7

Hamilton

Commercial 32 2.0

Industrial 577 36.4

Total 609 38.5

Source: Urban Economics
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2016 Vacant 

Land             

2016 Vacant 

Land Per 

Capita            

10-Year         

Land 

Demand

10-Year         

Supply-

Demand 

Differential

15-Year         

Land 

Demand

15-Year            

Supply-

Demand 

Differential

Commercial 97 2.0 144 -47 216 -119

Industrial 1,033 21.5 232 801 438 595

Total 1,130 23 376 754 654 476

Source: Urban Economics

59. Table 5 shows the estimated demand for commercial and industrial 

land in Christchurch over the 2016-2026 period.  In my opinion, to 

ensure a sufficient supply of land under a District Plan, there is a 

need for supply to equate to 15 years of demand, given the 

approximate ten-year lifespan of a District Plan and the need for a 

supply buffer to be retained towards the end of this ten-year period.   

60. Based on the estimates in Table 5, I conclude that Christchurch will 

face a shortage of commercial land under the District Plan, however 

would have a sufficient supply of industrial land.   

Table 5: Christchurch Business Land Supply and Demand 

 

 

 

 

 

 

 

THE “DENSITY ARGUMENT” 

61. Mr Osborne argues that cities maximise agglomeration economies 

by having high density commercial centres.  Mr Osborne states: 

“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.” (paragraph 2.4, 11th August 2016, emphasis 

added). 

By way of example the Commercial Chapter of the pRDP seeks to 

strengthen and encourage commercial activity into centres. In 

considering the appropriateness and strength of stance taken by the 

Council it is important to consider the potential level of benefits 

attributable to greater degrees of consolidation. In 2000 only 43% of 

commercial activity was accommodated out of centre in more 

dispersed locations. In considering the potential loss to 

community this change represents a proportional loss of some 

13,000 EC’s from ‘in centre’ locations (given the current size of 

the commercial sector). This represents nearly 70% additional 
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commercial employees in centre. Given the productivity gains 

outlined in the Motu study and the commercial sectors contribution to 

Christchurch’s GDP, this represents a potential increase of just 

under 2% per annum or in terms of the current size of the 

economy, an increase in productivity of over $450m per 

annum. (paragraph 19.9, 13th April 2015, emphasis added). 

The costs of continued sprawl in the case of Christchurch’s economy 

include…(b) Loss of agglomeration benefits: The proportional 

disbursal of this commercial activity throughout Christchurch City and 

the proportional decline of commercial activity within the 

Christchurch CBD is likely to have a significant impact upon 

productivity rates within the City. Based on a conservative impact 

rate if the proportion of activity out of centre were to be reduced to 

43% effectively increasing the effective density of centres by 

70% this could increase productivities by over $450m per 

annum. (paragraph 4.9, 13th April 2015, emphasis added). 

62. Mr Osborne’s argument is therefore that restricting commercial 

development in locations outside the CBD results in greater density 

in commercial centres, and therefore greater agglomeration 

economies.   

63. The urban economic literature however does not support the 

argument put forward by Mr Osborne.  In fact, there is a lot of 

contention about the existence of agglomeration economies, 

particularly in regard to whether they exist as a result of ‘high 

density commercial centres’ or whether they exist ‘irrespective of 

density and at the city-wide level’.   

64. The main argument put forward by Mr Osborne is that 

agglomeration economies will be greater if there is a high density 

CBD and high density commercial centres in general, and therefore 

that there is economic justification for regulation that gives the CBD 

a commercial advantage.  In particular, Mr Osborne claims that 

there is an increase in productivity of $450m per annum as a result 

of a high density CBD, which he calculates by considering the 

additional density that occurs from an additional 13,000 employees 

occurring in the CBD and other centres (paragraph 19.9, 13th April 

2015). 
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65. The urban economic literature concludes that agglomeration 

economies are not synonymous with the clustering of firms in close 

proximity (i.e. in high density commercial centres) and that they are 

very elusive below the city-level.  This is probably because advances 

in transportation and communication technology have continually 

substituted for proximity, something that is commonly referred to as 

the “death of distance” in the urban economic literature.   

66. One of the most influential studies on the agglomeration economies 

topic has been completed by Drennan and Kelly (2011)3.  They 

analysed agglomeration economies in 120 major office markets in 

the U.S.  They could only find evidence of agglomeration economies 

in the few very largest markets, in cities such as New York, San 

Francisco and Washington DC.  In smaller office markets, of a size 

more comparable to Christchurch, they could only find evidence on 

“small” agglomeration economies, and more importantly found 

evidence that there was only a “small” difference between 

agglomeration economies in CBDs and suburban centres (see an 

excerpt from their study below). This suggests any agglomeration 

economies in Christchurch would only be small and more 

importantly that these agglomeration economies are equally able to 

be achieved in the CBD and the suburban centres and other 

locations.  This in my opinion does not support Mr Osborne’s 

conclusion regarding his estimated increase in agglomeration 

economies of $450m per annum.       

The CBD equation for the primary strong core has a coefficient of 

+0.63 on the producer service employment variable. The CBD 

equation for the primary weak core has an almost identical 

coefficient, +0.66, on that variable. Both are significant. But note 

that the suburbs’ equations for each of those two groups have far 

smaller coefficients on the producer service variable, and neither 

of them is statistically significant. Thus, for the strong core and 

the weak core groups, changes in producer service employment 

increase CBD rents but have no significant effect upon suburban 

rents. In the two smaller groups, secondary and tertiary 

[tertiary equates to cities the size of Christchurch], there is 

                                                   
3 Drennan and Kelly 2011, Measuring Urban Agglomeration Economies with Office Rents, 
Department of Urban Planning, UCLA. 
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a much smaller positive effect of changes in producer 

service employment upon office rents, and only the tertiary 

group’s coefficients are significant. The difference between 

the CBD and the suburbs coefficients are small, ranging 

from 0.40 to 0.33. Thus, changes in producer service 

employment have small or no significant effects upon rents 

in the tertiary and secondary groups. (Drennan and Kelly, 

2011, page 20-22, emphasis added)       

67. Nathan and Overman4 conclude: 

“City size and diversity provide an economic payoff: a critical mass 

of people, resources and ideas help produce agglomeration 

economies (Glaeser, 2011). Increasing that critical mass helps 

raise productivity, therefore: the consensus from recent 

studies is that doubling employment in a city raises average 

labour productivity by around six percent, although these 

effects are much more important for some types of economic 

activity (Melo et al 2009).  

While some have argued strongly that the link between size 

and productivity relies on density, the exact nature of the 

relationship remains contested (to be precise, the 

functional size of cities matters but it is not clear if density 

matters over and above that)...” (page 3, emphasis added).  

68. A study by Cheshire and Magrini5 concluded:  

There are indications of dynamic agglomeration economies – larger 

FURs [city regions] grew faster other factors controlled for - 

but once this was done FURs which were denser grew more 

slowly. The reasoning underlying the inclusion of these variables is 

that factors generating agglomeration economies are distinct from 

density itself. Agglomeration economies arise as a result of the 

number and net value of productive interactions between economic 

agents and these are larger in larger cities. Larger cities also tend to 

                                                   
4 Nathan and Overman, 2011, What we know (and don’t know) about the links between 
planning and economic performance, SERC, LSE 
5 Cheshire and Magrini, 2009, Urban Growth Drivers and Spatial Inequalities: Europe - a case 

with geographically sticky people, LSE. 
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have denser population and in studies of agglomeration economies, 

density of employment or population has often been used as the 

‘explanatory’ variable. This is not inappropriate in unregulated 

conditions but in the conditions ruling in a number of EU countries in 

which there are very strong urban containment policies, density and 

size will vary to an extent independently of each other. Once size 

has been allowed for, higher density should be associated with 

higher space costs (see Cheshire and Hilber, 2008) and more 

congestion and so is expected to be associated with less 

favourable conditions for economic activity.” (page 11, 

emphasis added).    

69. Cheshire, Nathan and Overman6 have undertaken a sophisticated 

analysis of the relationship between economic productivity and 

density.  They conclude the following:   

“Although urban density is strongly correlated with the effective or 

functional size of a city there is no evidence that density itself 

is a cause of these observed agglomeration economies. It 

seems most likely that density is the outcome of 

agglomeration economies as both households and firms bid 

up the price of land to benefit from them thus causing 

development to be at higher density. Indeed Cheshire and 

Magrini (2009) find that once all other factors – including city 

size – are controlled for, higher density is associated with 

slower urban economic growth.” (Urban Economics and Urban 

Policy, 2014, page 114, emphasis added) 

70. I would highlight that Cheshire and Magrini conclude that higher 

density cities achieved a slower rate of economic growth, indicating 

that the density proposed by Mr Osborne would reduce 

agglomeration economies, and come at a cost to the community.    

71. Mr Osborne has assumed that higher density centres lead to higher 

agglomeration economies.  The Cheshire, Nathan and Overman7 

study however makes the important finding that the correlation runs 

                                                   
6 Urban Economics and Urban Policy, Challenging Conventional Policy Wisdom, Paul 

Cheshire, Max Nathan and Henry Overman, 2014. 
7 Urban Economics and Urban Policy, Challenging Conventional Policy Wisdom, Paul 

Cheshire, Max Nathan and Henry Overman, 2014. 



CSF-123497-11-772-V2 

 Page 23/33 
 

in the opposite direction, namely it is agglomeration economies that 

lead to higher density.  This is because an increase in agglomeration 

economies allows firms to pay more to be part of the centre and this 

supports the higher costs of high density buildings.   

72. The implications of the direction of the causality between economic 

productivity and density are significant for urban policy.  This is 

because any artificial restriction of supply, as recommended by Mr 

Osborne, would not increase productivity, rather it would reduce 

economic productivity and in turn this would reduce density.   

73. These studies find that there is no or little evidence of the existence 

of agglomeration economies as a result of high density centres in 

cities the size of Christchurch.  There is in my opinion no evidential 

basis to use regulation to artificially restrict the supply of 

commercial activity generally across the City in favour of the CBD, 

to confer a commercial advantage to the CBD, as recommended by 

Mr Osborne.    

74. Based on the above, in my opinion urban policy should: 

(a) support agglomerations economies by ensuring that there is sufficient 

land/floor space capacity for firms to establish in a city’s commercial 

centres and other locations, to ensure that regulations do not cause 

an artificial increases in price, and 

(b) not support density in itself as a policy objective, rather support 

density only as a possible market outcome when it is a result of 

greater agglomerations economies.  

75. In addition to the research completed by Cheshire et. al., there are 

a number of other studies that are worth outlining that consider 

agglomeration economies.   

76. Cheshire and Hilber (2008)8 carefully document how planning 

restrictions in England impose a 'tax' on office developments that 

varies from around 250% (of development costs) in Birmingham, to 

400-800% in London. In contrast, New York imposes a 'tax' of 

                                                   
8 Cheshire, P. C. and C. A. L. Hilber (2008). ‘Office Space Supply Restrictions in Britain: The 
Political Economy of Market Revenge*’. The Economic Journal 118(529): F185- F221. 
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around 0-50%, Amsterdam around 200% and central Paris around 

300%. Such substantial implicit taxes on development should 

clearly affect investment in these cities. Koster et al (2011) show 

that in Holland, height restrictions specifically act as constraints on 

agglomeration economies from tall buildings, echoing analysis by 

Glaeser (2011)9. 

77. Current planning rules also negatively affect productivity in parts of 

the retail sector. In a recent SERC report, Cheshire et al (2011)10 

demonstrate that planning rules reduced productivity in a leading 

supermarket chain by at least 20%. This is one study, for a single 

operator (albeit a large retailer represented across the UK). But it 

does provide a measure of costs – and they are large. Opponents of 

planning reform have suggested such evidence does not exist. This 

is incorrect. There is evidence that planning can negatively affect 

productivity. 

THE “COMMERCIAL FEASIBILITY ARGUMENT” 

78. Mr Osborne argues that the CBD is at a commercial disadvantage as 

a result of a high level of competition from commercial activities in 

other locations across the city. 

“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.” 

(paragraph 2.5, 11th August 2016, emphasis added).   

“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 

                                                   
9 Koster, H. R. A., P. Rietveld and J. N. van Ommerren (2011). ‘Is the Sky the Limit? An 
Analysis of High-Rise Office Buildings’. SERC Discussion Paper No.86. London, SERC. 
10 Cheshire, P., C. A. L. Hilber and I. Kaplanis (2011). ‘Evaluating the Effects of Planning 
Policies on the Retail Sector: Or Do Town Centre First Policies Deliver the Goods?’, SERC 
Discussion Paper No.66. London, SERC. 
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to the Council’s position in limiting additional commercial 

development in a suburban market that already exhibits an 

oversupply of space.” (paragraph 2.7, 11th August 2016, 

emphasis added).   

“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). 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.” (paragraph 2.7, 11th August 2016, emphasis added).     

“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.” (paragraph 2.10, 

11th August 2016, emphasis added).   

79. Mr Osborne’s view is that there should be a city-wide restriction on 

the supply of commercial activity, to cause an artificial city-wide 

increase in rent prices, and in turn create a general environment in 

which the commercial feasibility of development in the CBD is 

artificially bolstered.  Mr Osborne argues that this extreme 

regulatory intervention is justified in order to achieve a higher 

density CBD and other commercial centres, which in his view will 

lead to greater agglomeration economies. 

80. I disagree with Mr Osborne for two reasons. 
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81. First, notwithstanding the relationship between density and 

agglomeration economies as previously discussed, there is a 

practical error in Mr Osborne’s hypothesis.  A specific concern raised 

by Mr Osborne is that Grade A firms (law firms, accountancy firms, 

finance firms, etc) that relocated to the suburbs as a result of the 

earthquakes, would relocate back to the CBD if there is a city-wide 

restriction on quantity of office space.  The Grade A firms that 

typically operate from CBDs tend to be higher income firms and can 

generally outbid of Grade B and C firms for office space.  

Consequently, the Grade A firms are able to choose where they 

operate from, irrespective of whether there is a city-wide restriction 

on supply.  The net result of Mr Osborne’s policy would therefore not 

be to redirect the Grade A firms to the CBD as intended, as they 

may choose to stay in their current locations, rather it would be to 

reduce the quantity of office space, and the price of office space, for 

Grade B and C firms.  This outcome would reduce the City’s 

economic productivity.  In my opinion, the only regulation that 

would effectively support the development of the CBD is the 

provision of the public infrastructure and measures to avoid land 

banking.   

82. Second, the price of vacant development land within the CBD is 

currently very high, in the order of $1,000 - $3,000 per sqm.  This 

implies that given the current costs and revenues of development in 

the CBD, that there is a sufficient profit to enable a developer to pay 

a premium price for this land.  This confirms the development of 

the CBD is commercially feasible and in fact that rents could 

decrease and development would still be commercially 

feasible.  Based on the current high price of CBD development 

land, I conclude that Mr Osborne’s “commercial feasibility 

argument” is incorrect and a city-wide restriction would not increase 

the rate of construction in the CBD.  On the other hand, it would 

increase the rent/operating costs for firms and reduce the overall 

competitiveness of the City as a business location.     

83. I conclude that while at face value Mr Osborne’s two core arguments 

may appear to have merit and be attractive, they would, if 

implemented, have no material impact on increasing the City’s 

agglomeration economies or the rate of development of the CBD, 
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and would have the downside of increasing the cost of running a 

business in the City.   

OTHER ECONOMIC CONSIDERATIONS 

84. Mr Osborne lists the following general benefits of regulation that 

confers a commercial advantage to the CBD.  I address each of 

these points briefly. 

“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; 

(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” 

(paragraph 3.5, 11th August 2016).   

85. With regard to “infrastructure planning and utilisation”, Mr Osborne 

suggests that businesses should be regulated to locate where 

Council has invested in infrastructure, to provide a return on that 

infrastructure.  In my opinion, investment in infrastructure should 

be commensurate with its likely utilisation, not its potential 

utilisation as a result of proscriptive regulation.     

86. Mr Osborne has not identified any specific economic costs associated 

with “disjointed land use and development”.  My general 
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observation is that firms make well informed location decisions and 

consider existing uses.   

87. Mr Osborne has not explained his economic concern in relation to 

“inappropriate land values”.  In my opinion ensuring land prices are 

not artificially inflated by restrictive planning regulations is an 

important economic principle.  I also have the view that land prices 

are not “right” or “wrong” as claimed.   

88. An “overall fall in competitiveness for commercial locations in 

Christchurch City” is incorrect given that the urban economic 

literature finds that high density commercial centres are unlikely to 

increase agglomeration economies in Christchurch.      

89. I am not aware of any economic costs associated with a “lack of 

certainty for commercial growth and development potential”.  I 

would expect that developers would be very aware of the possible 

locations for commercial buildings under the City Plan.       

90. With regard to a “distortion of supply available and planned for the 

market (potentially resulting in inefficient supply)”, if Mr Osborne is 

asserting that there are economic costs from an over-supply, I 

would consider it very unlikely that there would be an oversupply of 

commercial space, because developers would quickly become aware 

of a lack of potential tenants requiring new space, and would stop 

building before any significant over-supply occurred.  In my opinion 

the primary risk in New Zealand and other similar countries is an 

under-supply of property, with the Auckland housing market being a 

relevant example.   

91. Mr Osborne states: 

“The opposing costs of not allowing residential activity to spread 

are potentially a short term increase in housing/land prices and 

reduced development. These are costs that in commercial business 

are likely to be less (than in residential) and yet the net benefits 

of restricting residential expansion are clear”. (paragraph 

7.10, 13 April 2015).  

92. I would highlight as an example that Auckland home buyers do not 

see the net benefits of restricting residential expansion, and the 
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artificially inflated prices are not in any way offset by the benefits 

that Mr Osborne refers.  In my opinion, the tendency to 

substantially restrict the supply of both residential and business 

land, to achieve the ‘net benefits’ that Mr Osborne refers, has 

become a national issue to the extent that the Proposed National 

Policy Statement on Urban Development Capacity appears to have 

been proposed to ensure the opposite of what Mr Osborne has 

recommended, namely that there is sufficient capacity for 

residential and business development in District Plans.         

93. With regard to “dispersal of commercial activity reducing overall 

agglomeration benefits to the City, and hence wider 

competitiveness”, this is addressed in my section in agglomeration 

economies.   

94. With regard to an “an overall decline in centre amenity”, I am not 

aware of any evidence that concludes that high density commercial 

centres result in a net increase in “centre amenity” for a city, and 

would expect that a range of centres offering a range of types of 

amenity would maximise welfare.     

95. With regard to “increased marginal costs for community 

infrastructure”, this would only be correct if it is assumed that every 

centre requires a full range of community facilities, such as a library 

or recreation centre.  In my view such facilities do not need to be 

provided in every centre.              

THE DECLINING PROPORTION OF EMPLOYMENT IN CBDS IN MAJOR 

INTERNATIONAL CITIES 

96. Mr Osborne argues that the historic proportional decline of the CBD 

represents a loss in economic productivity, as follows: 

“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.” (paragraph 

3.1, 11th August 2016).   
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“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.” (paragraph 3.2, 11th August 2016).   

“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.” (paragraph 3.3, 11th August 2016).   

“…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.” (paragraph 3.6, 11th 

August 2016).   

“Due to the fact that the potential losses to the community of 

allowing continued decentralisation are so great the current 

'recovery', and the likely risks to the economy are so limited, it is 

entirely prudent in my view assume a proactive stance on this 

issue.” (paragraph 10.17, 13th April 2015).   

97. Mr Osborne does not appear to have considered the trend occurring 

in cities in New Zealand and internationally.  The data clearly shows 

that the majority of CBDs in growing cities in North America, Britain 
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and Australia have a declining proportion of total employment.  This 

is in large part because of the agglomeration diseconomies, most 

notably high rental rates and high congestion, which are powerful 

centrifugal incentives for firms.    

98. Two studies that most CBDs are experiencing a declining proportion 

of the city’s total employment are outlined as follows.   

99. Drennan and Kelly (2010)11 compare the share of CBD of office 

space stock for 120 major US metropolitan office markets for 1990 

and 2007.  They conclude CBDs have declined as a proportion of 

total employment (although not necessarily declined in nominal 

terms) in most instances: 

“The mean stock of office space in MSAs [Metropolitan Statistical 

Areas] of the primary strong core is greater than the sum of office 

space means in the other three groups in both years, although the 

difference is shrinking as the other groups’ stock has grown faster. 

The share of office stock in the CBDs has declined 

somewhat in all four groups from 1990 to 2007.” (page 11, 

emphasis added). 

“As noted in the introduction, the monocentric model is no longer 

descriptive of the metropolitan areas.  This article is not a 

contribution to the debate about the monocentric versus 

polycentric model.  That debate has ended.  The evidence of 

polycentricity is overwhelming.”  (page 3, emphasis added).   

100. Wendell Cox has analysed data on the share of CBD office space for 

29 high income urban areas around the world. The average base 

CBD share of employment was 23% in 1960/1970.  By 1990 the 

average share had reduced to 15%. On average, each CBD lost a 

third of their employment.  Wendell Cox12 concludes:  

“Commercial areas were decentralized along with residences. This 

is evident in the declining share of employment located in central 

business districts.  From 1960 to 1990, CBD employment 

                                                   
11 Drennan and Kelly 2011, Measuring Urban Agglomeration Economies with Office Rents, 
Department of Urban Planning, UCLA. 
12 Wendell Cox 2002, Urgent and Comprehensive Planning for Low-Income Urban Areas, Cox 
Consultancy. 
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market share losses averaged 14% per decade among 29 

urban areas.  In 1960, CBDs contained up to 50% of urban area 

employment. By 1990, average CBD share had declined to 14.5% 

(Cox, 2002b). An obvious trend was the suburban “edge city,” 

employment centers, which came in rival CBD job numbers in, for 

example, Denver and Detroit. These developments were occurring 

throughout the high-income world, in locations like La Defense in 

Paris, the Arlanda corridor in Stockholm and along the MacDonald-

Cartier Freeway in Toronto. Yet, generally, the number of jobs 

neither in the CBD nor the “edge cities” tended to be the greatest. 

For example, 75% of employment in Atlanta, renowned for its 

“edge city” development, is outside the major centers.”   

101. Given that it is a typical for a growing city’s CBD to have a declining 

proportion of total employment, there is no prima facie economic 

concern with this trend being evident in Christchurch.  Rather this 

trend is likely to reflect the market enabling the evolution of 

agglomeration economies to the maximum level by balancing the 

multitude of economies and diseconomies that apply to each kind of 

economic activity, at each location.   It is worth noting here that 

Christchurch has experienced rapid growth in the higher value 

service sectors over the past few years despite the absence of a 

large CBD, as identified by Mr Osborne as a risk of not having a 

large high density CBD.   

CONCLUSIONS 

102. The main economic benefits of the proposal are: 

 It enables commercial activity by expansion of a 

Neighbourhood Centre, in a manner which is consistent with 

the intended scale and function of these centres and which 

supports the centres-based framework, and 

 It supports a strong supply of commercial space in the 

market place that ensures a competitive property market, 

characterised by low rental costs for commercial firms and a 

diverse range of premises. In particular, the proposal would 

bring Grade B or C commercial space to the market, which is 

not possible in new developments.   
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103. There are no economic costs expected from the proposal, and in 

particular, any concern that the proposal would undermine the 

commercial performance of other centres, or the development of the 

CBD, are in my opinion unfounded.  

104. I conclude that the proposal would result in a net economic benefit 

and support the approval of the proposal. 

Adam Thompson 

 

22.08.2016 

 


