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Concerted action needed to crack land price inflation 

The operation of our planning systems needs to change if New Zealand 
cities are to have enough land for housing, says the Productivity 
Commission in its final report on using land for housing, released today. 

“The average price of residential land has increased rapidly in recent years, reflecting an 
inability to zone and service enough land to meet demand,” says Commission Chair, Murray 
Sherwin. “In Auckland, land is now five times more expensive than it was twenty years ago.”  

“This has real impacts on the wellbeing of New Zealanders. It contributes to high housing 
costs, shuts aspiring owners out of the market, narrows the types and quality of housing 
choices, leads to over-crowding, and creates barriers to people moving into cities where 
there are more jobs and higher incomes.” 

“There are many obstacles to the supply of land within and outside of cities. Local 
homeowners oppose developments that could increase rates, decrease the value of their 
houses or simply change their neighbourhoods.”  

“Many councils prefer to house growing populations by encouraging greater density within 
existing city boundaries. However, some planning rules have the effect of inhibiting that 
increased density. Where a city has barriers to both growing up and growing out, the 
inevitable response to the demand for housing is higher prices.” 

“Our urban planning systems are not set up to respond to the information provided by 
market prices. The sharp increase in house prices that has occurred in recent years is a clear 
indication that rising demand for housing is not being met with rising supply. This needs to 
change.” 

“In its final report, the Commission makes a number of recommendations to increase the 
responsiveness of planning to demand, including better cost-recovery for infrastructure, 
proper cost-benefit analysis before planning rules are introduced, and more support from 
central government to help councils develop higher-intensity housing on inner-city sites.” 

“But the most important thing that councils and the government need to do is create a 
credible commitment to release and service more land and to bring land price inflation 
under control. We need to break the pattern whereby there is more money to be made from 
simply holding land instead of using it.” 

“If councils are unable to make this commitment, then central government will need to step 
in and make it happen. Government should set a limit for land price inflation which would 
clearly signal to councils, landowners and developers the conditions under which 
government would intervene to make more land available.” 

“A sufficient supply of land for housing, an adequate supply of affordable housing, and the 
effective functioning of our cities, are topics of national importance. Central government has 
a legitimate interest in resolving those issues, where local councils cannot.” 



The report is available from www.productivity.govt.nz/inquiry-content/using-land   

About the inquiry 
The Government asked the Commission to examine and compare the rules and processes of 
local government to identify leading practices in planning and taking decisions about 
making land available for housing, and providing for necessary infrastructure, as well as look 
at models adopted by cities overseas that might provide valuable lessons for New Zealand. 

About the New Zealand Productivity Commission 
The Commission – an independent Crown entity – was established in April 2011 and 
completes in-depth inquiry reports on topics selected by the Government, carries out 
productivity-related research, and promotes understanding of productivity issues.  
 
For further information, please contact Catherine Jeffcoat:  
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