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1.0 Introduction 
 

Auckland Council (the “Council”) welcomes the Issues Paper - Housing Affordability (the 
“Paper”) developed by New Zealand Productivity Commission (the “Commission”). The 
Council welcomes the opportunity for further research and debate on this critical national and 
regional issue.  Housing affordability in Auckland is considered an urgent priority issue by 
Council and pivotal to achieving the Council‟s vision of Auckland as the “world’s most 
liveable city.” 
 
In particular, the Council welcomes the recognition by the Paper that housing is a critical 
component in economic, environmental and social outcomes. Housing is also important for 
cultural outcomes.  Council recommends that the Commission‟s draft report include 
consideration of possible cultural differences in definitions of “affordability,” and of housing 
needs and preferences; particularly for Maori, Pacific, migrant and refugee populations. 
 
Council also welcomes the acknowledgement in the Paper that housing affordability spans 
the full range of tenure types, including social housing. Council provides affordable, social 
housing through the provision of 1480 Housing for Older People units in 62 locations across 
the Auckland region. Council considers it is vitally important that an adequate supply of social 
housing at affordable rents is maintained by Central Government and other housing 
providers.  
  
Council agrees that housing affordability is determined by multiple, complex, interrelated and 
cyclical factors and that there are no “silver bullet” interventions or single solutions.  
 
The main focus of this submission is on areas where Council can have most impact. Council 
can pro-actively use its statutory planning and regulatory roles, but can also be a catalyst for 
partnerships, leveraging off Council land and assets to promote quality, affordable housing 
developments.  
 
This submission should be seen as an interim Council response. Council is currently 
finalising the draft Auckland Plan which is likely to include strategic policy directives to 
address the key areas of housing supply, choice, quality and affordability. The draft Auckland 
Plan will be subject to the statutory consultation process prior to the Commission‟s draft 
report being released in October 2011, followed by a submission period to December 2011. 
Both these submission processes provide further opportunities for more in-depth discussion 
informed by both the Council‟s consultation on the draft Auckland Plan and feedback on the 
Commission‟s Issues Paper.  

At this stage, Council‟s submission focuses on: 
 

 Factors influencing housing affordability where Council can have most impact 

 Providing an Auckland perspective, including recent research  

 Identifying gaps in current knowledge and recommending areas for more research 

 Identifying effective and innovative mechanisms to address housing affordability  
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1.1 Summary of recommendations on areas for further research and investigation 
 

Council recommends that priorities for further research and investigation are: 
 

1. Developing a suite of relevant, measurable indicators for housing affordability aligned to 
Central Government‟s and Council‟s monitoring frameworks. The Council would like to 
work with the Commission and Central Government on this. 
 
Definitions and measures of affordability should take a “holistic” approach and include: 

 “affordable living” and the “tradeoffs” that households make in their housing 
choices 

 efficiency, sustainability and running costs of the dwelling, over time  

 ability to “age in place” or remain independently in one‟s home 

 specific affordability issues for disabled people and their families, such as finding 
accessible housing and/or making adaptations 

 availability and accessibility of support services that enable individuals and 
households to maintain tenure; for example personal support services for disabled 
people, people with mental health problems and homeless people transitioning to 
permanent accommodation 

 possible cultural differences in definitions of “affordability,” and of housing needs 
and preferences; particularly for Maori, Pacific, migrant and refugee populations. 

2. More research on trends over the last 20 years and current trends in housing preferences 
– including attitudes to intensification - and the preferences of the aging population. 

3. Further investigation into the impact of development contributions on housing affordability 
and mechanisms for ensuring that reduced land, construction and fees costs are passed 
on to the house purchaser or tenant. 

4. A New Zealand-specific definition of “overcrowding” with better quantitative data on the 
scale of the problem and more qualitative research on the reasons, including differing 
cultural perceptions.  

5. More qualitative research on the reasons people choose to rent rather than purchase a 
home, and whether there is an established trend to long-term renting. 

6. More detailed and location-specific research on the effect of the availability of 
development capacity on housing affordability. 

7. Research on the extent to which the Accommodation Supplement has impacted on rent 
levels and the wider housing market; and options for more efficient and effective use of 
the funding to assist home ownership and secure, affordable renting.  

8. Research on the costs and benefits associated with existing planning strategies to fully 
assess their advantages and disadvantages. 

 
2.0 Introduction 
 

The Issues Paper is comprehensive, covering the multiple determinants of affordability and 
poses 87 specific questions. This submission does not attempt to respond to all the 
questions. 
 
Council can play a number of roles and undertake a range of interventions that can influence 
housing affordability. A primary role is through pro-active use of Council‟s planning and 
regulatory powers Council can also be a catalyst for partnerships and leverage off its land 
and assets in joint ventures to promote quality, affordable housing developments. Council 
has little or no impact on macroeconomic influences, taxation policies, availability of housing 
finance and interest rates that are also important influences on housing affordability. 
 
Council is currently finalising the draft Auckland Plan which is likely to include strategic policy 
directives to address the key areas of housing supply, choice, quality and affordability. The 
draft Auckland Plan will be subject to the statutory consultation process prior to the 
Commission‟s draft report being released in October 2011, followed by a submission period 
to December 2011. Both these submission processes provide further opportunities for more 
in-depth discussion informed by both the Council‟s consultation on the draft Auckland Plan 
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and feedback on the Commission‟s Issues Paper.  Therefore, at this stage, Council‟s 
submission focuses on the following: 
 

 Factors influencing housing affordability where Council can have most impact 

 Providing an Auckland perspective, including recent research  

 Identifying gaps in current knowledge and recommending areas for more research 

 Identifying effective and innovative mechanisms to address housing affordability  
 

3.0 The Commissions’ Approach – Q1-3 
 

Council welcomes the recognition by the Paper that housing is a critical component in 
economic, environmental and social outcomes. 
 
“Auckland Unleashed” – the Auckland Plan discussion document, identifies housing as 
fundamental to wellbeing and a good quality of life.  Affordable, healthy and secure housing 
has positive effects on health and education; contributes to a sense of belonging and 
connection to their community and, therefore, builds the thriving and stable communities that 
make Auckland a great place to live, work and build a rewarding lifestyle.   
 
The importance of appropriate, healthy and secure housing for a good quality of life is also 
recognised in the recent  New Zealand Treasury Paper (11/02 May 2011) Working Towards 
Higher Living Standards for New Zealanders, and housing is a key indicator in the OECD 
Compendium of Well-being Indicators (OECD 2011). 
 
Housing is also important for economic and environmental outcomes.   A shortfall of well-
located, quality, secure affordable housing can impact on labour supply and create shortages 
of essential workers.  The location of housing also impacts on management of the 
environment, increasing pressure on the carrying capacity of ecosystems as a result of urban 
development.  Council strongly supports initiatives to improve the sustainability and 
economic efficiency of housing design and build.   Council has itself demonstrated leadership 
on this with the recent introduction of the Retrofit Your Home initiative. The scheme allows 
homeowners access to financial assistance to help pay for a range of household 
sustainability measures such as insulation, clean heating, ventilation and water efficiency 
measures.1 

 

Housing also impacts on cultural well-being, with “the home” the core of family life, and a 
cultural anchor for extended families. Council recommends that the Commission‟s draft 
report include consideration of possible cultural differences in definitions of “affordability,” 
and of housing needs and preferences; in particular for Maori, Pacific, migrant and refugee 
populations. 
 
Council also welcomes the Paper‟s recognition that housing affordability is determined by 
multiple, complex, interrelated and cyclical factors and that there is no single solution. 
Improvements in affordability will require both supply and demand side responses and will 
need to involve, central and local government, the community and private sectors. Future 
Council strategies and policies for housing, will, therefore, target areas where Council can 
have most impact as well as identify areas it can advocate, facilitate and work in partnership 
with Central Government and the community housing and private sectors.   
 
Council also welcomes the acknowledgement in the Paper that housing affordability spans 
the full range of tenure types, including social housing. Council provides affordable, social 
housing through the provision of 1480 Housing for Older People units in 62 locations across 
the Auckland region. Council considers it is vitally important that an adequate supply of social 
housing at affordable rents is maintained by Central Government and other housing 
providers. 

 

                                                 
1
 A maximum of $5,000 including GST per rateable property will be available and the financial assistance from the council will be paid 

back through the property rates over nine years. 
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4.0 Auckland Unleashed - Feedback on housing 
 

“Auckland Unleashed” - identified the following critical housing issues facing Auckland: 
 

 A general under-supply of housing 

 A lack of housing choice 

 Poor quality, unhealthy and overcrowded housing 

 Declining home ownership and affordability 

The strong public interest in housing was evident in the 367 responses made on housing 
issues which were received as part of the feedback to Auckland Unleashed.  Respondents 
ranged from individuals and community groups to bodies like the NZ Property Council, 
Northern Employers and Manufacturers Association, Salvation Army and Auckland 
Community Housing Trust. Feedback was also received from Mana Whenua and Mataawaka 
hui, the Pacific and Ethnic Peoples Advisory Panels and Local Boards.  All respondents 
considered housing a high priority issue for Auckland and “key determinant of social 
wellbeing.” Key issues identified by respondents included: 

 

 Significant housing supply shortfall – many respondents believed the shortfall was 
underestimated in the discussion document. 

 Declining housing affordability – with a mix of views on causes, including inadequate 
land supply and perceived high regulatory costs.  

 Lack of choices and wider social issues caused by single tenure, type and income in 
housing developments – this included issues such as state housing concentration, 
neighbourhoods becoming undesirable and transient communities and special needs 
requirements for vulnerable groups, like elderly and disabled people.  

 Poorly designed and built houses – weather tightness issue in medium density housing 
and the need for quality design and insulation for existing housing stock were major 
concerns. 

4.1 Definition and measures of “affordability” 
 

Council is very supportive of the proposal to develop a suite of relevant, measurable 
indicators for housing affordability aligned to Central Government‟s and Council‟s monitoring 
frameworks. Council would welcome the opportunity to work with the Commission and 
Central Government on this. 
 
Affordable housing has been defined and measured in a number of ways, but definitions 
have typically focused on the relationship between household income and expenditure on 
housing.2  Underlying the concept of affordability is that households should be able to rent or 
buy in a reasonable location, meet ongoing housing costs and have sufficient discretionary 
income to achieve an acceptable standard of living.3 

 
4.1.1 Measures of affordability 
 

The cost of housing relative to income is at the core of affordability.  However, the cost of 
housing alone does not provide an accurate picture of the true cost of housing incurred by a 
household given the “tradeoffs” that the household may make in relation to their dwelling; for 
example, closeness to family, increased transport costs, and energy costs.  These costs 
should be considered and measured alongside housing cost as part of a broader definition 
and measure of affordable living.  
 
The two most common measures of affordability are the median multiple measure and 30% 
of household income benchmark. The median multiple measure calculated by dividing 
median house price by gross annual median income defines housing as unaffordable if the 
cost of purchasing a house is 3 or more times the median household income.  According to 

                                                 
2
  Freeman, Chaplin and Whitehead, 1997   

3
  Working Party on Affordability Issues, 2003 
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this benchmark, households that are paying more than 30% of household income on housing 
costs are considered to be living in unaffordable housing or to be experiencing housing 
stress.  In recognition that households with higher incomes may be able to spend a higher 
proportion of income on housing without experiencing significant financial stress, affordability 
measures such as the 30% benchmark are often only applied or targeted to the lower 40% of 
the income distribution. 4 
 
The median multiple measure is easy to calculate and understand but its relative simplicity is 
a disadvantage in that it does not fully capture the costs of affordability to a household.  In 
particular, the median multiple measure of affordability does not take account of the quality of 
housing; composition of a household; location and accessibility; and non-housing costs. The 
30% of household income benchmark also does not take account of factors such as the 
quality of housing, longevity, energy costs and transport costs.  However, it does take into 
account the cost of a broader range of housing costs, such as interest payments, taxes and 
insurance. However, studies of affordability have differed in how they define housing costs 
and this makes making comparisons between studies of countries and cities difficult. 

 
Recently, in response to growing concern about the increasing cost of transport to 
households buying homes on the urban fringe, the US Center for Neighbourhood Technology 
developed the Housing and Transport Affordability Index (the “Affordability Index”).  The 
Affordability Index calculates the dollar value of trade-off between housing and transportation 
costs and provides a better understanding of the cost of living in a particular location. 

 
4.1.2 The cost of poor quality housing 

 
There is less quantifiable evidence on the actual cost to a household of reducing housing 
costs by living in substandard housing and/or in overcrowded conditions.  Manukau has the 
highest rates of household crowding in the country and the strong link between poor quality 
and/or crowded housing and poor health outcomes is now well established.  
 
Currently, New Zealand uses the Canadian Crowding Index – this measure sets a bedroom 
requirement for households based on precise criteria.5 The Canadian Crowding Index does 
not take into account whether individuals or families perceive themselves to live in crowded 
housing.  Perceptions of crowding are likely to vary dependent on a number of factors, 
including cultural and social expectations.  There is a need for an agreed, New Zealand-
specific definition of “overcrowding” better quantitative data on the scale of the problem and 
more qualitative research on the reasons, including differing cultural perceptions.  

 
4.1.3 Affordable living and trade-offs 
 

In sum, definitions of affordability based on housing cost alone do not provide a robust and 
comprehensive understanding of the extent to which a household is living in a dwelling which 
is affordable, given their income, appropriately located and appropriate for the composition 
and on-going needs of the household. Definitions should also consider the availability and 
accessibility of support services that enable individuals and households to maintain tenure; 
for example personal support services for disabled people, people with mental health 
problems and homeless people transitioning to permanent accommodation. 
 
The extent and nature of the “trade-offs” people make in housing choices, including 
affordability,  has emerged in recent research and warrants more attention; for example, 
more qualitative research and long-term monitoring of actual household behaviour and 
housing choices compared with projected behaviour. 

                                                 
4
  CHRANZ, 2006; DTZ, 2004 

5
  The Canadian National Occupancy determines the bedroom requirements of a household according to the following criteria:  

 there should be no more than two people per bedroom  
 parents or couples share a bedroom  
 children under 5 years, either of the same or the opposite sex, may reasonably share a bedroom  
 children under 18 years of the same sex may reasonably share a bedroom  
 a child aged 5-17 years should not share a bedroom with a child aged under 5 years of the opposite sex  
 single adults 18 years and over and any unpaired children require a separate bedroom. 
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5.0 Recent trends in housing markets – Q8-13 
 

The Auckland housing market is highly segmented – 14 defined market areas have been 
identified across the region- and there are multiple trends occurring. 
 
The key trends (relevant to these set of questions) set out below have emerged from a wide 
range of research reports in Auckland‟s housing markets.6  

5.1 Changing demographics and household formation 
 

Within the Auckland region, there is a mismatch between available housing stock and current 
and projected housing preferences and needs.  Although average household size has 
decreased, average house size has increased.  Currently over two-thirds of Auckland‟s 
housing stock is three bedrooms or more, although nearly half of all households now consist 
of only one or two people.  Households are projected to continue changing over the next 20 
years, with an increasing proportion of couples without children, and a decreasing proportion 
of two parent families with children, more elderly and the associated disability. Greater 
housing choice will be needed to respond to these changing demographics.  
 
For example, with an increasing aging population will come an increase in the numbers of 
people with disabilities. Currently, disabled people and their families and carers have very 
little housing choice. There is little purpose-built, accessible accommodation and retrofitting 
is difficult and expensive. A legislative requirement to incorporate universal design standards 
(such as standard 4121) into all new housing would provide a flexible supply of housing to 
allow independent living, “aging in place” and better choices for families with a permanently 
or temporarily disabled member. 
 
Despite the overall trend to smaller households, Auckland has an increasing number of 
households that are living in overcrowded conditions.  In 2006, the incidence of crowding 
was highest in New Zealand in the former Manukau TLA (10.7%), Porirua (6.7%) and 
Auckland City (5.6%).   51% of Pacific and 35% Maori households in Manukau were 
overcrowded.7  The proportion of children living in crowded households was also highest in 
Manukau: in 2006, 35% of children under 15 years and 33 percent of 15-24 year olds lived in 
crowded households. 
 
As discussed above in the section on definitions and measuring affordability (3.1), 
overcrowding can be seen as a form of “hidden homelessness” and the way that low 
incomes families make housing “affordable.” There are also cultural factors, for example, 
preference for intergenerational living or ethnic-specific housing for older people that require 
more investigation. Whatever the main drivers of overcrowding, there is a clear need to 
provide different types and sizes of housing that are high quality, well located, affordable and 
accessible to meet the needs of Auckland‟s diverse and aging population, including large, 
extended and multi-generational families. 

 
5.2 Rising house prices and declining home ownership 

 
Over the last 20 years, house prices in Auckland have increased at a greater rate than 
household incomes.  Many OECD countries have experienced similar patterns.  A number of 
explanations have been put forward to explain this rapid increase in house price; reducing 
supply and increasing land price, high net migration and easy credit conditions.  

                                                 
6
  The main (but not the only) reports used for this paper being: 

 Ian Mitchell 
 “Auckland Housing market assessment” - Nov 2010 CHRANZ (Centre for Housing Research Aotearoa New Zealand)  
 “Intermediate Housing Market Assessment”‟ – CHRANZ 2006 
 “Housing supply in the Auckland Region” CHRANZ 2006 
 “The Changing Faces of Auckland‟s Housing Market” – Department of Building and Housing 2009 
 “Auckland housing market demand for HNZC houses” – Housing New Zealand report (not released) 
 “Final Report of the House Prices Unit: House Price Increases and Housing in New Zealand” DPMC report March 2008 
 REINZ/ QV papers 

7
   Ministry of Social Development “Regional Indicators-social report 2008” 
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Recent figures show that Aucklanders, on average, spend a higher proportion of their income 
on housing than any other region in New Zealand. 
 
Between 1996 and 2006 home ownership in the Auckland region declined from 71% to 64%. 
Although figures vary, depending on how ethnicity is assessed, Maori and Pacific home 
ownership is significantly lower than other populations. Some commentators are predicting 
that without significant intervention the rate in the central isthmus area could fall to as low as 
50% by 2041. 
 
Demand for rental accommodation will continue to increase at a significantly faster rate (63.5 
percent) than demand for owner-occupier dwellings (26.2 percent). 
 
Council notes with particular concern that increasing numbers of Auckland‟s children are in 
rental accommodation (including over 50% in the former Manukau and Papakura TLA areas). 
 

5.3 Intermediate housing market 
 

Research has provided evidence of a new market segment - the growing number of 
households with at least one household member in paid employment that cannot afford to 
purchase a dwelling in the lower quartile of the Auckland housing market.  These households 
are called the “the intermediate housing market.”   
 
The growth of the intermediate housing market has been dramatic in Auckland. In 2006 it 
was estimated that 64% of Auckland‟s rental households were intermediate renters facing 
little prospect of becoming homeowners without some significant assistance. The absolute 
size of the intermediate housing market increased from 39,700 to 77,110 households 
between 2001and 2009. 

Household disposable incomes would need to rise by 80% or house prices fall by 40% to 
return to the point in the late 1980‟s/early 1990‟s when households in the intermediate 
housing market were able to achieve home ownership.  As this is highly unlikely to happen in 
the foreseeable future, more innovative approaches to addressing this issue need to be 
explored, including providing greater security of tenure for rented or leased accommodation. 

 
5.4 Increasing housing need 

 
Indicators of increasing housing need in Auckland include: 

 

 During the period 2009 to 2026, the percentage of households in housing need in the 
Auckland region is forecast to increase from almost 22% of all households to just over 
24% of all households.  

 In June 2009, 50% of all private renter households were under financial stress. 
 

6.0 Urban planning, design and land use policies – Q28-41 
 
6.1 Q28: What are the relative costs and benefits of intensification and expansion to urban 

planning? What research literature and overseas developments are most relevant to 
New Zealand? 

Local authorities can have a significant impact on housing supply through ensuring that 
sufficient land and development capacity is available ;and through planning regulations and 
improved consenting procedures that encourage supply and reduce delays and costs. This 
includes increasing development potential and incentivising development in existing urban 
areas and zoning land for development in new growth areas or brownfield sites. 
Intensification does optimise investment in major infrastructure (in transport and waste water) 
which in turn affects housing affordability. However, it is important to acknowledge, that these 
measures, by themselves, will not necessarily make housing affordable and other 
interventions are necessary.  
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6.1.1 Land supply / Development capacity 
 

Much of the criticisms about housing supply in Auckland have focused on the land supply 
constraints associated with the metropolitan urban limit (MUL) and how this has impacted on 
the costs of housing.  The MUL was introduced primarily as a tool to manage the release of 
greenfield land for development; but has also played a role in preventing ad-hoc 
development, enabling efficient and coordinated infrastructure provision (particularly 
transport), and protecting the environment while encouraging intensification of the urban 
area.  The MUL has been adjusted, a number of times, to provide additional land when this 
has been required.  
 
Auckland Council has made a commitment to a “quality, compact city” to achieve better 
environmental and economic outcomes. The Council has made assessments of future 
capacity and demand both on medium and high growth scenarios to enable some flexibility of 
response.  
 
Council recently commissioned Ian Mitchell, an independent consultant, to prepare a report 
which synthesised existing research and analysis of the critical elements in housing 
affordability with a particular focus on land supply. This work was peer reviewed by Arthur 
Grimes (MOTU reports attached). 
 
Mitchell concluded that: 

 

 There did appear to be a significant boundary effect which was likely to influence land 
values within the MUL.  Consequently, this was likely to have impacted on house prices 
and housing affordability across the region.  Thus, the MUL was likely to have limited 
land supply during the mid 2000s resulting in higher house prices.   

 There may also be benefits associated with this that at least partly offset some of the 
costs associated with higher land prices; however, these have never been quantified.  
Lack of significant opportunity to intensify existing urban area outside the CBD may have 
also meant that some of the accrued from the MUL could have been lost. 

 
Grimes in peer reviewing Mitchell‟s report, also noted that the scale and competition were 
also important considerations in releasing land. 

 

 One issue of constrained land supply that needs to be considered by planners is the 
need for scale when developing land. Interviews with developers indicate that it is 
cheaper (per lot) to develop at a large scale than on a small scale. Thus simple figures 
of XX years of available land supply can be quite misleading if much of this supply is 
based on small developable areas rather than a range of potential large-scale 
developments. In addition, planners must be careful not to assume that just because 
sections can be subdivided that they will be. These are private choices and for a whole 
host of reasons, it will be sub-optimal for many people to choose to subdivide their 
section. Estimates of available land will therefore be over-stated where assumptions are 
made that subdividable land will be subdivided. 

 A related point is that it is important to ensure that developers are competing with each 
other for the right to develop, so as to ensure that the land is offered at the most 
affordable price. Where competition amongst developers is limited by land availability 
constraints, the resulting prices will incorporate monopolistic rents (leading to high land 
and house prices). 

For developers, certainty about provision of infrastructure and speed of the consents process 
are critical issues to decide to develop. At present, the process, to move the MUL and rezone 
land for residential development takes on average 5 years. Through the Auckland (Spatial) 
Plan and Unitary Plan, Council will be able to provide greater certainty about when and 
where development will occur and make the development process more efficient (as noted 
above).   
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Mitchell identified the following as areas for further research: 
 

 The amount of development capacity required which is readily developable, areas with 
minor constraints and those areas with significant constraints 

 The costs and benefits associated with existing planning strategies such as the MUL so 
as to fully weigh their advantages and disadvantages 

6.2 Q38: Is the current planning regulatory system more complex than it needs to be? 
 

There is a growing view that the current planning system is more complex than it needs to 
be.  It includes a complex system of activity statuses which contribute to the complexity of 
district plans. In Auckland, the key issue is the process used to plan and design our city. 
Intensification requires a different response to ensure intensive housing and associated 
development produce quality accommodation.  

 
6.2.1 Does the planning system include elements that detract from quality urban 

development?  
 

The Resource Management Act (RMA) is an “effects” based planning system that has 
tended to focus on the mitigation of negative outcomes rather than achieving a positive net 
community benefit.  Effects based planning seeks to maintain the status quo.  This is 
appropriate when seeking to protect the natural environment, but inadequate where there is 
need to improve or enhance an urban area rather than just protect or maintain it. 
 
Amendments to the RMA that encourage planning for positive outcomes (and a net 
community benefit) would go a long way to allowing clear policies to be established that 
address housing, choice and affordability.    

 
6.2.2 Does the planning system impose unnecessary costs and uncertainty on developers? 
 

The RMA allows a duplication of hearing processes.  Council hearings can be quite formal 
and there is a second opportunity for issues of merit to be adjudicated through the 
Environment Court appeal process.  There could be a significant reduction in costs if the 
RMA provided for a planning appeals tribunal made up of experts, rather than sole reliance 
on the Environment Court.  The system of notification can also impose unnecessary costs 
and uncertainty.  These costs occur, not only in terms of the fees charged by councils, but 
also the costs of taking decisions through potentially two or more hearing processes if the 
matter is appealed.    

 
6.3 Q 39:  How can urban planning and development be improved to better integrate 

strategies for land use, economic development, transport and infrastructure?   
 

A key driver for the amalgamation of Auckland councils was to facilitate better planning 
outcomes.  The Auckland Plan will provide overarching strategic directions for future 
population growth and economic activities and address housing supply, choice, quality and 
affordability.    The statutory effect of the Auckland Plan is still under consideration.  

 
6.4 Q 40: Do local authority planning schemes and the RMA approval process can create 

unnecessary costs?   
 

Refer to comments on Question 38 and 39 above. The Unitary Plan is a key opportunity for 
improvement.   

 
6.5 Q 41: Can external/third party appeal mechanisms can unnecessarily delaying 

planning approval? 
 

Again refer to comments on Question 38 and 39.  The release of additional development 
capacity (within and outside existing urban areas) results from the plan change/plan 
preparation process.  Plans and plan changes can take many years to make operative 
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because of the complex approval process and the capacity for ongoing appeals to delay 
decision-making.  Changes to legislation to streamline the plan change and plan preparation 
process to enable them to be approved quickly and respond better to market conditions 
would assist in avoiding delays. Another (or additional) option would be legislation to allow 
councils to set up special purpose vehicles to expedite urban and housing development in 
specific areas. 

 
7.0 Housing preferences and choices – Q31, 36 
 

Current research indicates that, at present, medium density/ intensified dwellings are not 
favoured by families and older people.8 Indeed, there is a very limited market for medium 
density for a number of reasons including the traditional New Zealand preference for 
detached homes and examples of poor design, especially in the CBD. However, recent 
research found that people already living in medium density developments (like Tuscany 
Towers in New Lynn) were generally satisfied. This is also generally true for residents of 
retirement villages which offer well-designed examples of medium density, high amenity 
places for older people. 
 
However, people make trade-offs in housing choices with the most important factors being: 

 

 Family needs and commitments 

 Social networks 

 Access to employment 

 Affordability 

 Quality 

For example, research indicates that families and older people generally prefer to stay in or 
return to established neighbourhoods where family connections are a priority. They might 
trade -off size and amenity of a house for affordability / home ownership or to be in a 
particular school zone. Some older people might trade size for a low maintained / “lock up 
and leave” dwelling; others will prefer to stay in a larger house to accommodate family visits 
or retain a garden.   Current research reinforces the principle of ensuring flexibility and a 
range of choice in housing supply within localities, so that people can remain in their 
communities as their housing needs change throughout the lifecycle. More research is 
needed on current trends in housing preferences and the trade-offs households make. 

 

8.0 Infrastructure charges – Q42-48 

Development contributions are considered to be one of the mechanisms by which Council 
will be able to provide affordable housing.  Development contributions are charged by 
councils in relation to the impacts of growth on network infrastructure. Whilst there has been 
criticism from developers about the impact of development contributions since their 
introduction in 2002, they have only been identified at generating approximately 3%-5% of 
housing costs.9 Box 4 p.30 of the Paper, presents the variability of contributions but does not 

state what percentage this is of the total cost of development (including: land, construction, 
funding costs, specialist fees, legal costs, marketing etc.) The impact of development 
contributions on housing affordability are complex and further investigation is required. 
 
It should be remembered that the costs are borne by the ultimate purchaser of the dwelling 
and not the developer. Reducing development contributions will not necessarily result in 
lower house prices and other mechanisms would be required to ensure reduced costs were 
passed on to buyers.  Council recommends that the Commission investigate the 
mechanisms that might be are available to ensure that reduced land, construction and fees 
costs are being passed on to the house purchaser or tenant. 
 

                                                 
8
  Improving the design, Quality and affordability of Residential Intensification in New Zealand City scope Consultants / CHRANZ to be 
published August 2011. 

9
  Harrison Grierson, 2010; Mead, 2007. 
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8.1 Q 42: What infrastructure costs should be recovered through infrastructure charges? 

Should the costs of providing services such as schools, parks and libraries be 
recovered via infrastructure charges? 

 
The principle of the cost recovery model is that both economic and social infrastructure costs 
should be recovered from those that create the need for the additional infrastructure.  
 
Schools are not a function of Territorial Local Authority and therefore cannot currently be 
recovered via contributions. Various ministry departments are responsible for the supply of 
schools, hospitals and other amenities.  These are often driven by policies within these 
departments.  For Council to have more insight into urban planning it is important that 
relationships and consequent mechanisms for change are explored with these departments. 

 
8.2 Q 43: Are current infrastructure charges justified by the efficient cost of providing 

services? Is there evidence of over-recovery of infrastructure costs? 
 

Charges are based on the capital works programmes in council‟s Long Term Plans. Local 
authorities follow NZ Asset Management Support (NAMS) guidelines and requirements for 
asset planning are audited by Audit NZ.  There may be some room for improvement in 
evaluating the “efficiency of provision” criterion within the Asset Management Planning 
framework.  However, this is less likely because income generally lags behind investment 
and investment is continual in a growth situation. In addition, recovery periods can be up to 
30 years depending on the funding policy of the council. 

Q44 
8.3 Q 44: Is the basis for calculating infrastructure charges transparent? Is it subject to 

undue discretion by local authorities?  
 

The basis for calculating charges is set out in schedule 13 of the LGA. Under this provision, 
Council must identify the total cost of the capital expenditure for growth and identify the share 
of that expenditure attributable to each unit to calculate unit price. This unit price is then 
allocated to development types on a consistent and equitable basis. 
 
In setting the unit price there is naturally discretion by local authorities defining levels of 
service and agreeing to capital works programmes. 
 
In allocating cost to development there are numerous policy considerations around units of 
demand for specific types of development that will influence the final cost to a development. 
 
In setting development contributions policies, there is considerable consultation with local 
communities and stakeholders as well as a growing body of empirical evidence (national and 
international) to support growth projections. 

 
8.4 Q 45: Are there different regional or local features that justify different approaches to 

when and how to apply infrastructure charges?  
 

The significant differences in charges between former TLAs across the Auckland region will 
be addressed through the Council‟s Unitary Plan. In the preparatory work for the Unitary 
Plan, officers will be considering arguments for different approaches at a local and regional 
level. There is a strong case for the need for some flexibility to deal with local and regional 
variations. 

8.5 Q 46: Are infrastructure charges an equitable and efficient way of funding 
infrastructure services?  

 
There is an on-going debate about equity between current and future generations when 
paying for growth, in many areas of Council activity. Council seeks to achieve a fair balance 
between rates-funded and debt funded development (as well as other funding mechanisms).  
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Schedule 13 of the LGA provides the methodology via demand factors, to provide equity 
between developments. Policies generally have not differentiated between different housing 
types, and therefore the costs are the same regardless of the market.  This provides no 
incentive to provide lower cost housing or alternative housing forms.10  While previous 
policies did differentiate between small and large units, only the former Auckland City 
Council‟s policy identified apartment units specifically as having unique opportunities for 
reducing costs (e.g. making individual residents provide for car parking and garaging). 
 
In terms of efficiency, there is considerable effort by councils to set up policies and to ensure 
income is used for the purpose taken. There is also the need to justify the charges and to 
defend Environment or High Court challenges.  Transparency of costs is an important aspect 
of Council governance processes but is often an additional expense to the process.   

 
8.6 Q 47: Do infrastructure charges become fully capitalised into the value of the land?  
Q48 

Land value is derived from how much someone is willing to pay for it. Thus value is driven by 
how the market views the attractiveness of a piece of land – its location, zoning, access, 
school catchments, topographical features, etc. will all influence the likely sale price. If the 
developer works back from a realistic “sale price” (value) and subtracts the costs to develop, 
including infrastructure charges and profit, they will derive a realistic land purchase price. 

 
8.7 Q 48: What alternative methods of funding could deliver fairer and/or more efficient 

outcomes? 
 

There are a range of international examples that would be worth investigating, noting the 
different planning and regulatory environments in which they occur, one of which is individual 
and household savings. 

 
9.0 Performance of the building and construction industry – Q54-56 

Housing construction costs have been identified at approximately 50% of the cost of a 
house11 and up to 70% depending on the nature of the development. However, research has 
indicated that there is no significant relationship between construction costs and the level of 
housing supply and that demand will be met by higher prices.12  Sustainability and longevity 
of construction are often not factored into the “true affordability” of dwellings. 
 
Construction costs have risen significantly over the past 15 years. New Zealand construction 
costs are identified to be about 50% higher than Australia for a similar building, with 
Auckland being the most expensive in the country.13 A major contributing factor was the 
previous housing boom and skills shortages in the construction industry. Having only a  
duopoly of companies providing construction materials as well as small players not being 
able to “buy in bulk” as well as lack of organisation amongst contractors has been identified 
(by some developers) as driving up costs.  
 
An additional issue identified by the industry is the lack of qualified trades‟ people coming 
through the system. Construction occupations are listed on the long-term skill shortage list. In 
March 2011, the Department of Housing and Building reported the lowest number of people 
employed in construction since June 2005. Labour costs- another contributing factor -have 
been stagnant recently, but are expected to increase as a result of the demand for housing in 
Christchurch after the recent earthquakes. 
 
Reducing construction costs requires a multi-faceted response including innovative ways of 
producing building materials like pre-assembled housing, more efficient construction 
methods, and also increasing the skilled labour supply through training/apprenticeships 

                                                 
10

  Leggatt-Cook, 2007 
11  Harrison Grierson, 2010; Mead et al, 2007, and briefing from developers 
12

  Grimes and Aitken, 2005   
13

  Leggatt-Cook, 2007 
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schemes.  In addition, more research needs to be initiated on the key drivers of construction 
costs. 

 
10.0 Population and demographic change – Q64-68 
 

The questions in this section are broad questions, without time frames and assuming 
singular trends. Within the Auckland region, there are multiple trends occurring with series of 
complex mechanisms influencing outcomes.  One of the key influencing outcomes for 
Auckland is the population increase.  Because of this, Auckland has more housing pressures 
and demands which are driven by both natural increase and net migration.  

 
10.1 Q 62:  To what extent has immigration influenced overall housing demand? Has it 

been a significant factor in the recent surge in housing prices? Has the influence of 
immigration on housing prices been uniformly distributed?  

 
Mare and Stillman (for the Department of Labour) investigated the relationship between 
changes in population size and housing sale prices and rents in local areas.  They found that 
that a one 1% increase in an area‟s population is associated with a 0.2% to 0.5% increase in 
local housing prices. Although international migration flows are an important contributor to 
population fluctuations, the authors found no evidence that the inflow of foreign-born 
immigrants to an area is positively related to local house prices, despite there being a strong 
correlation over time at the national level. On the other hand, there was a strong positive 
relationship between inflows of New Zealanders previously living abroad into an area and the 
appreciation of local housing prices, with a 1% increase in population resulting from higher 
inflows of returning Kiwis associated with a 6 to 9 % increase in house prices.  The findings 
were, however, suggestive that factors other than differences in population growth across 
areas may be more important in determining the rate of local house price appreciation. 

  
10.2 Q 64: Has population growth been concentrated in the major regional cities? If so, 

why? Is this changing?  
 

Absolute growth has been highest in Auckland, Wellington, and Hamilton in that order. There 
is evidence of an increase in net migration from Christchurch because of the earthquakes, 
underlining the point that a steep upturn in immigration or natural disasters elsewhere could 
exacerbate existing affordability problems in Auckland. 

 
10.3 Q 65:  What are the major demographic and social changes that have influenced 

housing demand? Have these impacted on affordability for first home buyers or 
affordability more generally?  

 
Population growth and household formation will continue to drive Auckland‟s demand for 
housing.  As noted above (4.1) family living arrangements, family size and composition have 
influenced housing demand. Within the net immigration in-flows there are a multiplicity of 
ethnic and cultural group settlings in Auckland who have a variety of housing expectations.  
Much of the current housing stock is designed for housing nuclear families, and was built in a 
time with less power consumption.  Now there are numbers of large households living in 
houses that were not designed to accommodate so many people. 

 
10.4 Q 67:  How have household preferences for housing changed? What future 

demographic trends will be important in influencing housing demand?  
 

The housing market is highly segmented into different groups. National and sub regional 
housing preference research continues to show strong underlying demand for a suburban 
standalone residential dwelling with sufficient open space amongst many demographic 
groups.14  
 

                                                 
14

  Preval et al, 2010; Centre for Housing Research, 2010 
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Average household size is projected to decrease from 2.9 in 2006 to 2.5 in 2051. Number of 
households has increased faster than population growth, with smaller households largely 
reflecting an ageing population of the „baby boom‟ generation and later family formation. 
Therefore, the proportion of single person households will increase as will couples without 
children. These changes are expected to result in increased demand for smaller houses and 
in particular multi-unit housing. 
 
There is a growing gap between incomes and expectations of size and quality of housing. As 
housing becomes increasingly unaffordable people start to make tradeoffs around their 
housing preferences. There is likely to be an increasing demand for smaller houses in 
response to the impacts of rising costs of energy, infrastructure to service growth, and fuel.  

 

11.0 The role of taxation and macroeconomic influences – Q69, Q73 
 

As the Issues Paper points out, taxation systems and macroeconomic influences are 
important influences on housing affordability. These are areas where, apart from advocacy, 
Council has no impact. However, a number of recent reports advocate for structural reform of 
the tax system because it currently gives favourable treatment to investment in housing and 
property over other forms of investment; for example, the recent OECD economic survey of 
new Zealand (2011) identified the tax system as exaggerating the surge in house prices. 

 

12.0 Availability of finance – Q80 

Many first time buyers in Auckland struggle to save a deposit and then service a mortgage. 
Even small variations in interest rates can have a major impact on ability to pay the 
mortgage. The Government schemes to assist home ownership set out in the Paper are of 
limited value in Auckland. For example, the Welcome Home Loan Scheme has a cap of 
$350,000 and maximum income threshold of $85,000. This will be of limited assistance to 
householders in the “intermediate housing market” such as a family of four on Auckland‟s 
North Shore, with a household income of $95,000 unable to purchase a $400,000 house, 
even when reducing their weekly food bill to $200.15 The Kiwisaver programme appears to 
have had the most potential to assist first time buyers. 

There are very few other options for assisted home ownership in New Zealand, apart from a 
very limited number of shared equity or rent to buy schemes for example through the NZ 
Housing Foundation.  Council recommends that consideration be given to the introduction of 
low cost, long-term fixed rate mortgages as with the former State Advances Loans. 

 

13.0 Q 83:  Relative costs of renting over owning  
 

Research indicates that most New Zealanders continue to prefer home ownership to the 
rental market. This is not only because home ownership is seen as the main investment 
vehicle and guarantee of a retirement “nest egg”, but also because the rental market does 
not currently provide the security and amenity households need. Appropriate law changes 
would be required to achieve this.  
 

Whilst there is some evidence that younger people are delaying homeownership for lifestyle 
reasons, renting is not the option of first choice for most people. For increasing numbers of 
Aucklanders - especially young people- home ownership is becoming unobtainable.  This is 
an area requiring more qualitative research, but in current market conditions, without 
interventions such as inclusionary zoning or financial products like shared equity schemes, 
increasing numbers of Aucklanders will be facing a life time of renting.  Long-term renting 
could become a preferred choice, if New Zealand had large-scale rental investors that 
provided high quality, life-long tenure. Legislation and other mechanisms to provide more 
secure and longer forms of rental accommodation should be actively explored. 
 

Council also recommends that there is research into the extent to which the Accommodation 
Supplement impacts on levels of rent and the wider housing market. Government spending 

                                                 
15

  NZ Herald 9 July 2011 
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on the Accommodation Supplement is approximately $1.2b per year16. This is, in effect a 
subsidy to private landlords, and  Council would welcome work on identifying more efficient 
and effective ways this money would better assist home ownership and secure renting. 

 

                                                 
16  Government expenditure was $299.9 million on Accommodation Supplement in the March 2011 quarter 


