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1.

INTRODUCTION
Background

1.1 Rolleston Industrial Holdings Limited (RIHL) own land in Maddisons Road,
adjacent to the IPort industrial area at Rolleston and wishes to have the land
rezoned to General Business 2A (B2A), consistent with the adjoining land to the
south and the west. At this stage there are no particular activities identified to
utilize the site, but rather RIHL wishes to create the opportunity for a range of
industrial activities consistent with the provisions of the Selwyn District Council’s
B2A provisions which allow for a range of industrial activities, service stations and
trade suppliers with limited residential and retail activity which is related to
industrial uses. The site has a total area of 27 ha and it is proposed that the area

covered by these types of activities will be up to 25 ha.
Report Objective

1.2 The objective of this report is to assess the economic effects of RIHL’s proposed
Plan Change enabling a B2A zoning for its Maddisons Road site. The report will
form part of the Assessment of Environmental Effects (AEE) to be lodged in

relation to the application for the Plan Change.
Report Format

13 This report is divided into 5 parts (in addition to this introductory section). These

are:

(a) A consideration of the relevance of economic effects under theRMA,;

(b) A description of the Selwyn District, and Canterbury regional economies;

(c) The economic benefits from the proposed B2A zoning for RIHL'’s site in
Maddisons Road,;

(d) A discussion of some potential economic costs from the proposed B2A

zoning for RIHL'’s site in Maddisons Road; and

(e) Some overall conclusions.



2,

ECONOMICS AND THE RMA

Community Economic Wellbeing

2.1

2.2

23

Economic considerations are intertwined with the concept of the sustainable
management of natural and physical resources, which is embodied in the RMA. In
particular, Part Il section 5(2) refers to enabling “people and communities to
provide for their ... economic ... well being” as a part of the meaning of

“sustainable management’, the promotion of which is the purpose of the RMA.

As well as indicating the relevance of economic effects in considerations under the
RMA, this section also refers to “people and communities” (emphasis added),
which highlights that in assessing the impacts of a proposal it is the impacts on the
community and not just the applicant or particular individuals or organisations, that
must be taken into account. This is underpinned by the definition of “environment”

which also extends to include people and communities.

How the rezoning of RIHL’'s site in Maddison Road to B2A will enable the
residents and businesses of the Selwyn District, Christchurch City and the
Canterbury region to provide for their social and economic wellbeing is discussed

later in this report.

Economic Efficiency

2.4

2.5

Part Il section 7(b) of the RMA notes that in achieving the purpose of the Act, all
persons “shall have particular regard to ... the efficient use and development of
natural and physical resources” which include the economic concept of efficiency.

Economic efficiency can be defined as:

‘the effectiveness of resource allocation in the economy as a whole such that
outputs of goods and services fully reflect consumer preferences for these goods
and services as well as individual goods and services being produced at

minimum cost through appropriate mixes of factor inputs™.

More generally economic efficiency can be considered in terms of:

' See, for example, in Marlborough Ridge Ltd v Marlborough District Council [1998] NZRMA 73, the Court noted that
all aspects of efficiency are “economic” by definition because economics is about the use of resources generally.
2 Pass, Christopher and Lowes, Bryan, 1993, Collins Dictionary of Economics (2" edition), Harper Collins, page 148.



2.6

o Maximising the value of outputs divided by the cost of inputs;
o Maximising the value of outputs for a given cost of inputs;

) Minimising the cost of inputs for a given value of outputs;

o Improving the utilisation of existing assets; and

. Minimising waste.

The proposed Plan Change to rezone RIHL’s site in Maddisons Road to 2BA is
consistent with the efficient use of resources, especially in regard to increasing
competition in the market for industrial land in Selwyn and providing industrial land
users greater choice. These economic efficiency benefits are discussed later in

this report.

Viewpoint

2.7

2.8

2.9

An essential first step in carrying out an evaluation of the positive and negative
economic effects of the Plan Change is to define the appropriate viewpoint that is
to be adopted. This helps to define which economic effects are relevant to the
analysis. Typically a district (or city) and wider regional viewpoint is adopted and

sometimes even a nationwide viewpoint might be considered appropriate.

RIHL’s Maddisons Road site is located in the Selwyn District, which is part of the
Canterbury region. However Christchurch City is also part of the local economy
which will benefit from the establishment of further business and industrial activity
since firstly, many of the staff likely to be employed at the site will reside in
Christchurch (as well as Selwyn), and secondly, Christchurch businesses as well
as Selwyn based businesses will provide goods and services to the activities
occupying the site and their employees. Therefore in this report the economic
effects are considered in relation to the local Selwyn District economy and also in
relation to the broader Canterbury regional economy (incorporating Christchurch
City effects).

There will also be private or financial benefits associated with the proposed
rezoning. Generally these benefits are not relevant under the RMA and the main

focus of this report is therefore on the wider economic effects on parties other than



RIHL, the eventual occupiers of the site and their customers. Economists refer to

such effects as “externalities”.

3. BACKGROUND TO SELWYN DISTRICT AND CANTERBURY REGION’S ECONOMIES*

Population

3.1

3.2

Statistics New Zealand’s June 2019 population estimate for the Selwyn District is
65,600 or 1.3% of New Zealand’s population. In 2013 population in the District
was estimated to be 46,700, implying an increase of 40.5% over the period 2013
to 2019, as compared to only 10.7% for New Zealand as whole. Statistics New
Zealand’s ‘medium’ population projections® have the Selwyn District's population
increasing to 99,500 in 2043 — i.e. an average rate of increase of 1.8% per annum
over the period 2019-43, compared to an average rate of growth for New Zealand

of 0.8% per annum.

Statistics New Zealand’s June 2019 population estimate for the Canterbury region
is 628,600 or 12.8% of New Zealand’s total population. It is the second largest
region in New Zealand in terms of population. In 2013 population in the Region
was estimated to be 562,900, implying an increase of 11.7% over the period 2013
to 2019. Statistics New Zealand’s ‘medium’ population projections have the
region’s population increasing at an average rate of 0.8% per annum to 767,300
over the period 2019-43.

Employment

3.3

Employment data highlights the dependence of the Selwyn District on the
agriculture sector. In February 2019, 3,150 jobs (16.7%) of the Selwyn District’s
18,900 jobs were in the agriculture, forestry and fishing industry group, with most
(an estimated 3,060 jobs) being agricultural jobs®. Dairy cattle farming accounted
for 1,100 jobs (5.8% of total employment) and sheep, beef cattle and grain farming
590 jobs (3.1% of total employment). There were 2,900 jobs (15.3% of total

3Defined as the side effects of the production or use of a good or service, which affects third parties, other than just

the buyer and seller.

4Data in this section from Statistics New Zealand.

5Statistics New Zealand prepare three sets of projections — high, medium and low — according to natural population
change (i.e. the net effect of birth and death rate assumptions) and net migration assumptions. These projections do
not explicitly incorporate assumptions about different rates of economic development.

8Including agriculture support jobs.



employment) in the manufacturing sector, including 1,600 jobs (8.5% of total

employment) in food manufacturing.

34 Other important employment sectors in the District are education and training
(2,100 jobs or 11.1% of the total), construction (1,800 jobs or 9.5% of the total),
public administration and safety (1,550 jobs or 8.2% of the total), retail trade
(1,300 jobs or 6.9% of the total), professional, scientific and technical services
(1,300 jobs or 6.9% of the total), and accommodation and food services (1,250
jobs or 6.6% of the total).

3.5 Statistics New Zealand estimates total employment in the Canterbury region in
February 2019 at 305,300 which represents 13.4% of the total persons employed
in New Zealand.” The agriculture, forestry and fishing industry group employed
16,400 persons (5.3% of total jobs) of which most (14,424) were engaged in
agriculture.® Other significant sectors are manufacturing employing 36,100 or
11.8% of total jobs (of which the most significant subsectors are food products
manufacturing (12,500 jobs), machinery and equipment manufacturing (5,400
jobs), fabricated metal products manufacturing (3,800 jobs) and transport
equipment manufacturing (2,950 jobs)), health care and social assistance (34,400
jobs or 11.3% of total jobs), retail trade (30,600 jobs or 10.0% of total jobs),
construction (29,700 jobs or 9.7% of total jobs),education and training (23,200
jobs or 7.6% of total jobs), professional, scientific and technical services (23,100
jobs or 7.6% of total jobs) and accommodation and food services (21,700 jobs or
7.1% of total jobs).

3.6 The key drivers of the Canterbury economy remain largely agriculture,
manufacturing and tourism, the last of which includes parts of the retail trade,
accommodation and food services and education and training sectors.
Employment in other sectors is to a large extent driven by the demand for goods
and services by these industries and their employees with the so called “multiplier”

effects creating additional jobs for the region’s economy.

3.7 The agriculture, forestry and fishing industries and the manufacturing industry

together generate an estimated 52,500 jobs or 17.2% of total employment in the

"Statistics NZ, NZ Stat, Business Demography Statistics; Geographic Units by Industry and Statistical Area.
8 Including agriculture’s proportionate share of agriculture, forestry and fishing support services.



Canterbury region and underpin much of the economic activity of Greater

Christchurch and the wider Canterbury region.

Gross Domestic Product (GDP)

3.8

3.9

The Selwyn District's GDP in 2019 was $2,666 million. The four main contributors
by sectors were agriculture, forestry and fishing (17.6%), manufacturing (12.6%),
construction (8.1%) and professional, scientific and technical services (7.5%).
Over the last 10 years (2009-2019), the District's GDP has grown by $1,242
million (i.e. growth of 87%) and the main contributors to that growth have been
manufacturing ($244 million), construction ($137 million) and agriculture, forestry
and fishing ($126 million).°

For the Canterbury region GDP in 2019 was $37,509 million. The four main
contributors by sector were agriculture, manufacturing, construction and
professional, scientific and technical services. Over the last 10 years (2009-2019),
the region’s GDP has grown by $14,229 million (i.e. growth of 61.1%).1°

ECONOMIC BENEFITS OF PROPOSED PLAN CHANGE

Additional Employment, Incomes and Expenditure

3.10

3.11

Although there is as yet no specific tenants in mind, the proposed Plan Change
rezoning is expected to attract industrial activities to the site. If these activities
would otherwise have been located within the Selwyn District, then from a District
(and Regional) perspective the Plan Change will not create additional
employment, incomes and expenditure for the local economy. However there will
be efficiency benefits for such businesses reflecting the choice of this site over
other alternative sites within the District. Also the rezoning will lead to increased

competition in the market for the provision of industrial land within the District.

If the rezoning attracts activities, which would not otherwise have located within
the Selwyn District, there will be additional employment, incomes and expenditure
generated for the local District economy. This will be in relation to the activities
themselves — i.e. the direct economic impacts — and the indirect or “multiplier

impacts as a result of:

9 Source: Selwyn District Economic Profile; Infometrics:

https://ecoprofile.infometrics.co.nz/Selwyn+District

10 Source: Statistics New Zealand Infoshare: https://www.stats.govt.nz/tools/stats-infoshare



https://ecoprofile.infometrics.co.nz/Selwyn+District
https://www.stats.govt.nz/tools/stats-infoshare

(@)

The effects on suppliers of goods and services provided to the site from

within the District (i.e. the “forward and backward linkage” effects); and

The supply of goods and services to employees at the site and to those
engaged in supplying goods and services to the site (i.e. the “induced”
effects). For example, there will be additional jobs and incomes for
employees of supermarkets, restaurants and bars as a consequence of

the additional expenditure by employees living within the Selwyn District.

3.12 As indicators of levels of economic activity, economic impacts in terms of

increased expenditure, incomes and employment within the local and regional

economies are not in themselves measures of improvements in economic welfare

or economic wellbeing. However, there are economic welfare enhancing benefits

associated with increased levels of economic activity. These relate to one or more

of:

(@)

(d)

Increased economies of scale: Businesses and public sector agencies

are able to provide increased amounts of outputs with lower unit costs,

hence increasing profitability or lowering prices;

Increased competition: Increases in the demand for goods and services

allow a greater number of providers of goods and services to enter
markets and there are efficiency benefits from increased levels of

competition;

Reduced unemployment and underemployment!! of resources: To the

extent resources (including labour) would be otherwise unemployed or
underemployed, increases in economic activity can bring efficiency
benefits when there is a reduction in unemployment and
underemployment. The extent of such gains is of course a function of
the extent of underutilized resources at the time and the match of
resource requirements of a project and those resources unemployed or

underemployed; and

Increased quality of central government provided services: Sometimes

the quality of services provided by central government such as education

""Underemployment differs from unemployment in that resources are employed but not at their maximum worth; e.g.
in the case of labour, it can be employed at a higher skill and/or productivity level, reflected in higher wage rates.



and health care are a function of population levels and the quality of such
services in a community can be increased if increased economic activity

maintains or enhances population levels.

3.13 Although the additional economic activity likely to be generated by the rezoning
proposed for the Maddisons Road site will be relatively small, such activity that will
be generated by the site will contribute to these types of economic benefits for the

Selwyn District economy.

3.14 Also to the extent that the Maddisons Road site’s rezoning generates additional
employment opportunities for the Selwyn District, it will reduce the reliance of local
residents on employment opportunities in Christchurch City and therefore

potentially reduce their commuting transport costs.'?
Other Efficiency Benefits

3.15 Locating industrial activities on the site will provide agglomeration economies'? in
that the site is in close proximity to other industrial activities located in Rolleston.
Also the site is close to two inland ports and has good access to both rail and road

networks.
4. POTENTIAL ECONOMIC COSTS OF PROPOSED PLAN CHANGE
Lost Agricultural Production

41 The Maddisons Road site is zoned “Rural Inner Plains” and is used for pastoral
grazing. However, any lost agricultural production is not an external cost of using
the site for industrial activities. The productive value of the land in alternative uses
(such as agricultural and other use) has been internalised into the cost structure of
the development — in other words RIHL in purchasing the land has paid a price
reflective of future net returns from alternative uses for the land. Such costs are

not costs to be borne by the wider community.

Utilities

2There may be additional commuting costs for Christchurch residents attracted to jobs at the Maddisons Road site,
depending on their place of residence and the location of alternative employment for them.

13 Agglomeration economies or agglomeration effects are cost savings or revenue increases which occur as a result
of firms locating near to each other in industrial clusters.



4.2

43

10

Externality costs can arise when utilities provided by central or local government
(e.g. roads, water supply, storm water and flood control systems and wastewater
disposal) are not appropriately priced. In the case of the proposed Maddisons

Road site rezoning no such externality costs arise.

RIHL and any subsequent occupiers of the site will meet the capital costs of
infrastructure connections required for the site’s development via development
charges. The payment by the site’s owners/occupiers of rates, user charges,
petrol taxes and road user charges will meet the ongoing operation and
maintenance costs of infrastructure. Therefore other Selwyn District ratepayers,
residents and businesses will not be required to cross-subsidise the proposed

rezoning and subsequent development of industrial activities on the site.

5. CONCLUSIONS

5.1

5.2

5.3

5.4

RIHL’s proposed Plan Change enabling the rezoning of its Maddisons Road site
at Rolleston will provide for the efficient development of industrial activities on the

site.

If the rezoning attracts industrial activities which would not otherwise be located
within the Selwyn District, the Plan Change will contribute to the economic well

being of the Selwyn District by:

(iy  Providing employment and incomes for local residents and businesses;

and
(i)  Providing the local economy with greater diversity and resilience;
It will also maintain and improve resource use efficiency by:

(i) Increasing economic activity and population in the Selwyn District,
enabling increased economies of scale in the local provision of goods

and services;
(i)  Reducing commuting costs for local residents; and
(i)  Providing the potential for agglomeration economies to occur.

The Plan Change will not give rise to economic externality costs.
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