Introduction

1.

My name is Christine Elizabeth McMillan. | am a Planner employed by Bonisch
Consultants, a consultancy firm specialising in land development, and | operate
out of the Invercargill office. | hold a Bachelor of Arts (1999) and a Master of
Planning (2008) from Otago University. | am a full member of the New Zealand

Planning Institute.

| have over 10 years of planning experience within the Southland Region. My
role at Bonisch Consultants includes the preparation of resource consent and

plan change applications as well as resource management advice to clients.

Code of Conduct for Expert Witnesses

3.

| am familiar with the Code of Conduct for Expert Witnesses (Environment
Court Consolidated Practice Note 2014) and although | note this is a Council
hearing, | agree to comply with this code. The evidence | will present is within
my area of expertise, except where | state that | am relying on information
provided by another party. | have not knowingly omitted facts or information

that might alter or detract from opinions | express.

Scope of evidence

4. My evidence will address the following matters:

a. A brief comment on the site and surrounding environment;

b. A brief description of the proposal, noting changes made since

notification of the application;
c. Comment on the relevant planning documents and consent status;

d. Asummary of the environmental effects of the proposal;
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5.

6.

e. Asummary of the proposal against the relevant objectives and policies
of the Proposed Invercargill City District Plan and Southland Regional

Policy Statement;

f. Comment on the proposed conditions of consent as recommended in

the s42a report;

g. Comment on submissions as they relate to planning matters.

| have read and am familiar with the submissions, officers' reports and the

recommended consent conditions

| have carried out site visits over the course of the application process.

Executive summary

7.

| consider, based on the technical assessments and evidence that the
environmental effects of the proposal, although more than minor in respect of
heritage values, will be acceptable given the proposed measures to avoid or
mitigate adverse effects. | also consider that the proposal overall is consistent
with the objectives and policies of the Proposed Invercargill City District Plan
(PDP) and the Southland Regional Policy Statement (SRPS) particularly when
the strategic alignment of this project with city centre revitalisation and the

substantial benefits of this project are considered.

Given this assessment | consider that the proposed development passes the
‘gateway test’ of Section 104D of the Resource Management Act 1991 (RMA)

and the application can be considered under Section 104(1) of the RMA.

The proposal will not create a precedent or threaten the integrity of the PDP
and aligns with ‘other matters’ set out in the relevant non-statutory

documents.
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10.

The proposal will achieve the purpose and principles of Part 2 of the RMA

where relevant.

The Proposal

11.

12.

13.

The proposed development is described in Section 3 of the AEE. In summary
resource consent is sought to demolish the majority of the site to make way
for a new retail precinct which will incorporate food and beverage, office, retail

and residential accommodation.

The NSW Bank building will remain as existing as will the Kelvin Hotel and
Readings Cinema buildings. The facades of the Southland Times building,
Cambridge Place and the Coxhead Building will be retained. All other buildings

on site will be demolished.

Since public notification of the application a number of changes have been
made to the proposal as part of the design development and in response to
submissions received. These changes are shown on the revised application
plan set prepared by Buchan Architects, and submitted as part of the further

information package. The changes are summarised as follows:

a) Removal of the heritage facades on Tay Street (Fairweather building)
and Kelvin Street (Thompson Building);

b) Retention of the Cambridge Arcade facade on Esk Street;

c) Reorganisation of car park building mass with reduced area over the

site and an additional floor added;

d) Increased height and area on the medical centre — Tay and Dee Street
elevations;
e) Removal of heritage images on Tay Street and inclusion of ‘southern

lights’ screens on car park building.
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14. | have reviewed the revised plans against the rules and standards of the PDP.
The changes do not result in an increase in the level of non-compliance of the

original notified proposal and do not result in any new non-compliances.

15. 1 consider the amendments as discussed above to be ‘within scope’ of the
notified application. The bulk and massing of the site remain similar to that
originally proposed and the following design principles remain in place for the
site:

¢ Activation of street edge

* Provision of gateway entrance

¢ Strengthening of existing pedestrian routes

¢ The creation of central weather protected plaza

¢ A clear phasing strategy, operation and delivery

¢ Respect of existing urban grain and facade ordering
e Respect of existing heritage and built edge datums

¢ Respect of canopy heights and street edge.

16. The heritage expert considered there to be a neutral effect to the scale and
intensity with regards to heritage values and the transport expert concluded
that the car parking provisions would remain appropriate for the traffic
generation for the site. Based on the above assessments | consider that the
amendments to the application are within the scope of the application which

was notified.

Site and Surrounding Environment

17. The application site and surrounding environment are described in Section 2
of the AEE. The site encompasses the block bounded by Dee, Esk, Kelvin and
Tay Streets in the Invercargill central business district, excluding the Kelvin

Hotel (20 Kelvin Street) and Reading Cinema (29 Dee Street).

18. The site is generally covered in commercial buildings with a large part of the

central site used as a street level car park operated by Invercargill City Council.

VJH-951257-10-429-1



19.

20.

The site contains, one building listed as a Category | building and three
buildings listed as Category Il buildings on the Heritage New Zealand Pouhere
Taonga register. Sixteen buildings are listed as Class Il heritage buildings in
Appendix II.3 of the PDP. Kerb cobblestones and verandah posts are also listed

as items of heritage street furniture in Appendix 1.4 of the PDP.

The surrounding area is a mix of commercial uses with some visitor

accommodation and residential use of Tay and Dee Streets.

Relevant Planning Instruments

21.

22.

23.

24,

25.

The proposed development is subject to the provisions of the PDP. All relevant
rules of the PDP are beyond challenge and therefore are treated as operative

under Section 87F of the Resource Management Act 1991.

The site is located within the Business 1 Zone and within the following

precincts identified on the planning maps:

a) Priority Redevelopment Precinct
b) City Centre Heritage Precinct
c) Entertainment Precinct

d) Pedestrian Friendly Frontages Precinct.

The site is also located beneath the Invercargill City Airport’s horizontal surface

which commences at a height of 46 metres above mean sea level.

The proposal requires resource consent under a number of rules of the PDP

and these rules are set out in Section 4.2 of the AEE.

The identification of the relevant rules listed in Appendix 1 of the Council’s

S42A report is consistent with those identified in the AEE.
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26.

The application is assessed as a non-complying activity as a result of the
demolition of Category Il Heritage Buildings. All other breaches of rules are

controlled, restricted discretionary or discretionary.

Assessment of Environmental Effects

27.

28.

29.

30.

An assessment of the environmental effects of the development is contained
in Section 6 of the AEE, although additional reports prepared by NZ Heritage
Properties and Abley Consultants for heritage and transport respectively were
provided with the amended design plans as part of the response to the request

for further information from the Council.

In respect of heritage, | consider that when taken on a case by case basis, the
level of effect varies. The demolition of buildings such as the Newburgh and
Lewis & Co buildings represent a significant impact on the heritage fabric of
the CBD, whereas many of the buildings included on the ICC Class Il register
are acknowledged as being at the lower end of the heritage value register and
will also have a lesser effect on heritage as a result of their demolition.
However, taken overall | considered that there will be a significant effect on

heritage resulting from the demolition of the majority of buildings on the site.

These effects will in part be mitigated by the measures proposed by the
applicant, including retention of facades, protection of the Bank NSW,
dissemination of recorded heritage information, and reuse of materials where

possible and appropriate.

The effects associated with the bulk and location of the new build, including
areas where the build and weather protection will be over the permitted
height as set in the PDP, are considered to be minor and overall will result in

good urban design outcomes.
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31. There will, as a necessary part of the development be adverse effects on noise
and transportation resulting from the demolition and construction phase of
the development process. These effects will be temporary and will be
minimised and mitigated wherever possible in accordance with best practice

measures.

32. There will also be significant positive effects resulting from the redevelopment,
both in the short term with the introduction of a significant workforce to
undertake the demolition and construction works, but also in the long term
with a revitalised city centre, increasing the pride of existing residents in their
town, and attracting new residents and businesses to the city and wider

district.

33. Overall | consider that the effects on the proposal will be positive and concur

with Mr Clease’ summary of effects (para 7.111 s42 report).

Southland Regional Policy Statement

34. An assessment against the SRPS is contained in Section 10 of the AEE.

35. The SRPS generally aligns with the PDP with objectives and policies requiring
urban development to be undertaken in a manner which provides for positive
environmental, social, economic and cultural outcomes (Chapter 17, Objective
1 and Policies URB.1-5) and includes provisions seeking to protect heritage
from inappropriate development (Objective HH.1), although the SRPS also
takes into account the financial and technical feasibility of retaining heritage

buildings (Policy 2).

36. In my opinion the proposed development is consistent with the Objectives and

Policies of the SRPS, in particular in providing for the revitalisation and growth

of the CBD as well as providing for the retention of significant heritage
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buildings and integrating the new buildings with the remaining heritage

buildings on the site as well as in the surrounding streetscape.

Proposed District Plan

37.

38.

39.

40.

41.

An assessment against the PDP is contained in Section 9 of the AEE.

When considered overall, the redevelopment is consistent with the
overarching aims for the Business Zones and the cascade of objectives and

policies which give effect to this aim.

The development will achieve the enhancement of the amenity and primacy
of the CBD as the heart of Invercargill, will achieve a high degree of urban
design, and will provide a catalyst for further revitalisation of the city centre
and the wider region (Section 2.22, Objectives 1, 3 and 5 and related Policies

1,3,4,5, 10, 14, 16, 19, 20, 21 and 22.

| consider that the development is consistent with the objectives and policies
of Section 2.17 Transport, and Section 2.5 Contaminated Land. The
development will not compromise the safe and efficient functioning of the
transport network, and any earthworks can be undertaken in accordance with

best practice relating to protection of human health.

| also consider the development to be broadly consistent with the Objectives
and Policies of Section 2.10 Natural Features, Landscapes and Townscapes. |
agree with Mr Clease’ assessment that the scale and massing of the
replacement buildings and the retention of the key heritage facades achieves
the aims of Section 2.10 to recognise the visual importance of the CBD and to
encourage new development to complement and build on existing character

and heritage (Objective 1 and Policy 6(B)).
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42. | consider that the development is broadly consistent with the Objectives and
Policies of Section 2.8 Heritage. The retention of the facades as proposed
along with the protection of the NSW Bank building, and the scale and massing
of the new buildings as proposed is considered to be consistent with Objectives
1, 3 and related policies 2, 3, 4, 5, and 6 of Section 2.8. The process followed
in designing the development is consistent with Objective 2 and Policy 8.
Although Policy 4, Section 2.2 requires the protection of heritage values, this
is not absolute and taken into consideration together with the wider objectives
and policies relating to heritage in the PDP, | consider the development as

proposed to be consistent with the overall aims relating to heritage.

43. | note that the image of the ‘Temple Building’ which was to be shown on Tay
Street as part of the heritage mitigation, proposed as part of the originally
notified application, is now no longer to be undertaken. This imagery sitting in
isolation on the Tay Street streetscape would have been without context and
would have provided only minor mitigation to the loss of heritage. Mr Burgess
in his evidence discusses the intention of the revised design along Tay Street
as providing ‘a beacon of arrival to Invercargill Central’ through the Southern
Lights backdrop. The assessment of objectives and policies undertaken as part
of the notified application, did not rely on the inclusion of the Temple building
imagery to reach the conclusion that the proposed development would be in
accordance with the objectives and policies of the PDP, and | therefore
consider the removal of this mitigation measure will not result in a change of

the assessment outcome.

44. Given the above, | consider that the proposal is consistent with the objectives

and policies of the PDP.

45. Overall | agree with the conclusions reached by Mr Clease in Sections 9 and 10
of the S42A report and that the proposed development meets the second leg
of the s104D threshold test in that it is not contrary to the PDP’s objectives and

policies and that the application can be assessed under s104(1).
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Other Relevant Matters

46.

47.

48.

49.

Various non-statutory documents have been commissioned by Invercargill City
Council over the last nine years to address the issue of a declining CBD and
measures that might be taken to reverse this trend. These documents are

discussed in various sections of the AEE and in Section 11 of the s42A report.

The Southland Regional Development Strategy (SoRDS) and the resultant
Action Plan 2015-2025 identified five transformation projects which ‘if
developed roughly in parallel would achieve the desired rejuvenation. One of
the identified projects was a Cambridge Retail Precinct ‘a boutique retail
precinct to be located between Tay and Esk Streets and including a covered
‘mall’ area’. The redevelopment of the site is entirely consistent with this aim

and with the Action Plan in general.

The Invercargill City Centre Retail Strategy (2017) highlighted the importance
of delivering modern and contemporary shopping and streetscape
environments to attract customers and new businesses to the city centre. The
Retail Strategy identified the Tay and Esk Street blocks as requiring
rejuvenation stating — ‘new development would better link Tay and Esk Streets,
providing modern retail and hospitality spaces to encourage fresh shopping
and food concepts into the City. This may also include office space, bringing a
working population back into the area.” The redevelopment as proposed is

entirely consistent with this strategy.

In 2016 Origin Consultants undertook a re-assessment of heritage buildings in
the city centre. This assessment identified Tay, Dee and Esk Streets as being
the ‘crown jewels’ of the Invercargill City Centre Area, however the re-
assessment also recommended the removal of seven of the Class Il heritage
buildings on the site from Appendix Il of the PDP. Although there will be loss

of heritage from this proposal, | consider that the proposed mitigation
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50.

12

measures, including incorporation of key facades into the development will
result in a level of effect on the heritage environment of the CBD which will be

acceptable.

The Heritage Impact Assessment and the s42a report both discuss with
ICOMOS New Zealand Charter 2010. As noted in these reports the demolition
of the heritage buildings is not addressed in the Charter as being contrary to
the principles of conservation. However the reuse of salvaged materials,
dissemination of heritage information, retention of the Esk Street heritage
facades and the Bank of NSW, as well as the archaeological recording of the

buildings are significant mitigation/conservation measures.

Submissions

51.

52.

53.

| have read the submissions and respond to the following submissions:

Economic Impact

The submissions of Downtown Invercargill, Ms Rachel Egerton, H&J Smith
Limited and Mr Duncan McKenzie each raised the economic viability of the

development as an issue that required further assessment.

In response to these concerns, and as part of an application for funding to
central government, the applicant engaged the New Zealand Institute of
Economic Research to prepare an Economic Impact Assessment. The resultant
report is attached as Appendix 1 of this evidence. This assessment modelled
the potential economic contribution that a redevelopment of the city centre
of Invercargill would make to the regional and national economies. The

conclusions of the report were summarised in the report as follows:

a) Southland’s real GDP increases by 548 million (0.84%) per year and real
household spending increases by S44 million (1.17%) per year.
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b) supplying industries in the Southland economy are positively affected by
an increase in investment, tourism spending and employment. Output
of Southland industries is expected to increase annually by 575.2 million
and $32.9 million under simulation 1 and simulation 2, respectively.

c) industries such as food and beverages, accommodation, retail, sports
and recreation expand because of the increase in tourism spending
stemming from the redevelopment of Invercargill’s city centre.

d) also, higher incomes for households lead to increased spending in

industries such as other personal services, retail and real estate services.

54. The economic assessment identified positive effects for businesses in the
Invercargill CBD primarily resulting from an increase in investment, tourism
spending and employment. This is expected to result in positive benefits for
the wider retail community in the CBD, through creation of a more liveable
city, contributing to an increase in residents and the attraction of additional

businesses.

55. The report discusses the redevelopment as a catalyst for further growth rather
than just as a means of revitalisation of the site, stating ‘not only will it
generate substantial jobs in the short run but it will also set Invercargill up as a
potential gateway for tourists coming to the region providing on-going work
for other businesses’. The greater spending power of Southlanders compared

to other regions is also highlighted.

56. The report also notes that ‘without the renewal associated with the
redevelopment the chances of increasing the region’s population permanently
would be significantly reduced. The main risk is that the region may lose

people.’

57.Based on the assessment of the NZIER report | consider that the

redevelopment will result in benefits to the wider retail community in the CBD.
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Mr Bob Simpson and Mr Lewis Thompson

58. Mr Simpson and Mr Thompson raised concerns that Invercargill City Council is
a participant and investor in the proposed development, with this resulting in
Council competing with local business, as well as resulting in a conflict of

interest as the consenting authority.

59. The issue of conflict of interest has been managed by Council by engaging a
consultant planner and Commissioners to hear the application. The decision
making for the application is therefore impartial and no resultant conflict of

interest is apparent.

60. Mr Thompson raised additional concerns that as the minority shareholder
Council has liability with no control and is placing ratepayers’ money at risk.
The economic impact assessment prepared by NZIER has been discussed above
and the conclusions of the report show that the redevelopment of the CBD is
expected to have positive benefits for the wider commercial environment. The

implication of this is that the risk to ratepayers’ money is low.

61. Mr Simpson considers that before the site is redeveloped Council should
prepare a long term inner city plan. The redevelopment of the site results from
a succession of documents commissioned by the Council and prepared by
consultants. Each of these documents have identified the need for
rejuvenation of the city centre and are referenced in the ICC Long Term Plan

which the Council must consult on. These have included:

a) The Invercargill City Centre Action Plan (2011);

b) The Pocock Inner City Report (2013);

c) The Southland Regional Development Strategy (2015); and
d) The Invercargill City Centre Retail Strategy (2017).
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62. Based on these documents and their inclusion in the Long Term Plan, | consider
that Council have invested extensive planning into the development of the
inner city and, as discussed under the non-statutory document assessment,
the development as proposed by this application gives effect to these

documents.

Mr Bob Simpson and Ms Rachel Egerton

63. Mr Simpson and Ms Egerton were concerned with inconsistencies with the PDP
resulting from the increased verandah heights and increased building heights
over parts of the development. The effects resulting from these issues have
been addressed by Mr Burgess in his evidence. The 3 metre wide verandahs
as proposed reach a balance between protection from weather and providing
for a more light filled streetscape. Good linkages throughout the site also allow
for protection from weather internally. | consider that the verandahs as

proposed are in accordance with the requirements of Policy 10 of the PDP.

64. The effect of increased building heights has also been addressed by Mr Burgess
and is illustrated on the shading diagrams included in the architectural plan
set. As stated in the s42a report there is an inconsistency in the PDP where
the maximum permitted height is 10 metres but buildings located on the
intersection of two corners must be at least 3 stories over 50% of the site.! The
taller buildings are located on the corners of site and therefore are consistent
with the requirements of the priority redevelopment precinct or, in the case
of the car park is located in the centre of the site, set back from the street edge.
This generally restricts shading to the site itself or to the wide State highway
road corridor of Tay Street. The taller buildings on the corners also reference
either the existing building located in these areas, ie the Newburgh and Lewis

and Co buildings, or reflect a similar level of development on the opposite

1 Refer Rules 3.23.11 Height of Structures and Rule 3.23.19 Corner Sites and Building Height — Priority
Redevelopment Precinct
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corner, ie the Kelvin Hotel. Given the above, | consider the building heights as

proposed to be in accordance with Policy 16 of the PDP.

Neighbouring Retailers Group

65. The Neighbouring Retailers Group (NRG) considers that the application is not
consistent with several of the Objectives and Policies of the PDP in particular
Section 2.22 Policy 1 and Section 2.17 Policy 5, and is also contrary to Section

5 of the RMA.

66. The concerns raised by NRG in relation to effects during the demolition and
construction process have been addressed by Mr Geoff Cotton. The revised
demolition and construction methodology will enable traffic to be retained
down Esk Street for the majority of the construction/demolition process, and
therefore | consider the demolition and construction processes can be

undertaken in accordance with Section 2.17 Policy 5 of the PDP.

67. The Economic Impact Assessment prepared by NZIER identifies significant
benefits to the commercial environment of the CBD on completion of the
development and based on this assessment | consider that the redevelopment
will be consistent with Policy 1 of the Business 1 Zone — to establish and
implement a Business 1 Zone to retain existing and encourage new

commercial/retail activities in the Central Business District.

68. Section 5 of the RMA promotes the well being of communities while avoiding,
remedying or mitigating the adverse effects of activities on the environment.
| consider that the redevelopment as proposed, and with consideration given
to the Economic Impact Assessments and evidence of Mr Cotton, Mr Burgess
and Mr Cawte, is consistent with Section 5 of the RMA. The redevelopment
provides for the rejuvenation of the CBD and will serve as a catalyst to attract
population growth and economic vitality to Invercargill and Southland with

appropriate mitigation proposed to offset the effects of the redevelopment.
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Neighbouring Retailers Group and Heritage NZ

69. NRG and Heritage NZ both considered that the redevelopment would not be
consistent with the Heritage objectives and policies as set out in Section 2.8 of

the PDP.

70. Dr Hayden Cawte has addressed issues relating to heritage in his evidence, and
with reference to his evidence and the assessment of objectives and policies
contained in Section 9 of the AEE, | consider that although there are some
policies which the development cannot be considered to be entirely consistent
with, | do consider that the development is broadly in accordance with the
intent of the PDP in relation to heritage, particularly when the proposed

mitigation measures are considered.

71. Objective 1 Section 2.8 requires heritage values to be identified and protected
from inappropriate subdivision, use and development and Section 6 of the
RMA also requires the protection of historic heritage from inappropriate
subdivision, use and development. Section 12 of the AEE considered the issue
of what is inappropriate use and development in regards to heritage values
and considered the options of ‘do nothing’, ‘ad hoc development’ and the
economic and technical feasibility of retaining, restoring and strengthening the
existing buildings. Section 12 also assessed what appropriate development is
identified as in the PDP for the Business 1 Zone. From this analysis | consider
the proposed development to be appropriate when assessed over the PDP as
a whole, particularly relating to the aims expressed in the PDP for revitalisation
of the CBD; and it will not be contrary to the intentions of Objective 1 (Section

2.8 PDP) or Section 6 (RMA).

72. Objective 2 requires the built heritage to be appropriately recognised and

utilised. This objective has been met through the information gathered in the

assessment process and will be further met as part of the archaeological
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assessment, salvaging of materials where possible and dissemination of

information to the public.

73. The policies of Section 2.8 consider the effects on heritage, integration of new
development and the active management of buildings to avoid risk to human
health and to investigate means to reuse as alternatives to demolition. The
development process has been undertaken in accordance with these policies.
Structural assessments were provided for all buildings with these assessments
showing that the majority of buildings were significantly lower than the
minimum required NBS. The costs to retain and reuse the buildings were
assessed and found to be technical and economically unfeasible.? The new
build has been designed to reflect the existing scale and mass on site as well
as on adjoining sites and the retained facades have been selected based on
their significance to the heritage fabric of Invercargill and in consultation with

Heritage NZ.

74. The amendment to the plans which now show the retention of the Cambridge
Place facade on Esk Street was undertaken in response to the submissions
received and in recognition of the value of preserving a greater level of
heritage in Esk Street.

75. | therefore consider that the concerns of Heritage NZ and NRG in relation to

heritage have been met though the amendments to the design.
Officer's report
76. | have read the officer’s s42A report and agree with the conclusions reached
in the report subject to changes to the recommended conditions as set out

below.

77.1 am in agreement with Conditions 1, 2, 4, 6, 8- 10, 12 - 17, 19, 23 — 32. The

following amendments are requested to the remaining conditions.

2 Refer WT Partnership Feasibility Assessments and BMC Detailed Structural Assessments
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78. Condition 3a requires a full structural survey of the buildings where the fagade
is to be retained including details relating to the structural stability of the
facade. | request the removal of Condition 3a as BMC have completed Initial
Structural Assessments of the buildings and any further assessments will be
required as part of the works necessary to complete Condition 3c — design and

detailing of temporary works to provide stability to the facade.

79. | similarly request the removal of Condition 3d as the detailed design of any
strengthening to the facade to tie them back into the new build will be

provided as part of the building consent application for construction.

80. Condition 3g refers to repointing and maintaining the existing unpainted
brickwork in an unpainted state. | request the removal of this part of Condition
3g as the intention has always been to paint the brickwork in order to remedy
issues with the existing brickwork and pointing with the aim to present a
pristine facade with its heritage elements intact, as discussed by Mr Burgess in

his evidence.

81. Condition 5 requires the heritage buildings to be surveyed by a heritage expert
to identify heritage fabric to be salvaged and that this identification is to be
peer reviewed. | consider the requirement for peer review to be an
unnecessary cost and consider that NZ Heritage Properties being experts in this
field should be able to make the determination of suitable materials.

Condition 5 should be amended to remove the requirement for a peer review.

82. Condition 7 is of particular concern to the applicant as discussed by Mr
O’Donnell in his evidence. The inability to start works until such time as the
building consent for replacement buildings on site will create a lengthy time
lag for the development. | am aware that Mr Clease’ recommended this
condition out of concern that the site may remain vacant for some time

following demolition or that in the worst case construction may not begin. |
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consider that a revised condition which requires that demolition does not
occur until HWCP has confirmed in writing to the Council that an unconditional
agreement for an anchor tenant has been entered into would address this
issue sufficiently. For this purpose | have suggested an anchor tenant would

be defined as a tenant occupying a minimum of 5,000m?2.

83. Conditions 11 and 18 set out the hours of operation for activities which exceed
the noise limits for the zone. Mr Cotton has discussed the operational
requirements for the redevelopment and considers that these hours can be
lengthened to 7.30am to 9pm Monday to Saturday and 9.00am to 5.00pm
Sundays (these times to include demolition and construction activities and
truck movements). The city centre has limited residential/accommodation
activities is particularly quiet on Sundays. Undertaking works during these
periods will reduce the effects on businesses in the surrounding area which
operate mainly between the hours of 8am to 5pm Monday to Saturday.
Limiting the on site working hours to the times when the area is most likely to

be at its busiest is consider counterproductive.

84. Conditions 20, 21 and 22 require a Detailed Site Investigation (DSI) to be
provided to undertaken prior to earthworks being undertaken, and if the DSI
identifies contamination above guideline values, a Site Management Plan
(SMP) / Remediation Action Plan (RAP) are to be provided to Council prior to
earthworks commencing. To prevent significant delays from occurring during
the demolition/construction process and to prevent land uncovered for the DSI
becoming contaminated for the purposes of the archaeological survey —
Condition 20 has been amended to include a statement that for the purposes
of this rule the archaeological survey not be included in the definition of
earthworks. If required, | suggest that a new condition be imposed requiring
that a SMP be developed by a Suitably Qualified and Experienced Practitioner,
prior to the archaeological survey to establish best practice and a safe working

environment for the archaeologists. As the site is to be fully capped on

VJH-951257-10-429-1



21

completion of construction there will be no requirement for a RAP and this has

been deleted from the conditions.

85. Following meetings with the Neighbouring Retailer Group, | have included an
additional condition (new condition 29) requiring contractors vehicles to be
parked on-site whenever possible to ensure the available car parks on the
streets are available to the public; condition 13b has been amended to include
a requirement for viewing ports in the hoardings so that the public can observe
the demolition/construction process. This was also a suggestion of NZ Heritage

Properties.

86. Condition 26 has been amended to require visibility splays of 5m x 2m rather
than 5m x 2.5m as currently required by this condition. Mr Baththana has
addressed this issue in his evidence and considers that a 5m x 2m splay is
sufficient to address visibility and pedestrian safety concerns at the car park

entrance.

87. An amended set of conditions showing track changes is attached as Appendix

2.

Conclusion

88. Overall | consider based on the technical assessments and evidence that:

a) The environmental effects of the proposed development will be
acceptable given the measures to avoid, remedy or mitigate adverse
effects.

b) The proposal is overall consistent with the objectives and policies of the
PDP and the SRPS.

c) The proposal will not create a precedent or threaten the integrity of the

PDP and is in accordance with the relevant non-statutory documents.
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d) The proposal will achieve the purpose and principles of Part 2 of the RMA

where relevant.

89. | have addressed the submissions relevant to planning matters, and the s42A
report, and | conclude that there are no reasons why the proposal could not
be approved, subject to the proposed amendments to the conditions as set

out in Appendix 2 attached.

Christine McMillan
Bonisch Consultants

Date: 11t March 2019
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Key points

Revitalisation of the city centre is a $180 million catalyst for
further growth

HWCP Management is seeking funding from the Provincial Growth Fund (PGF) to
establish developments which would act as a catalyst to attract long-term private
investment. The key investment is the $180 million revitalisation of Invercargill’s city
centre as a way to:

e  attract business and local shoppers back into the central city

e  breathing life into the city and providing the commercial sector confidence
in accelerating investment in Southland

e improving liveability and local businesses ability to successfully recruit and
retain staff in the region

e act as a gateway to the region for the growing tourism numbers.

A further $80 million in retail spending is contingent on stage one going ahead
(specifically retail and food and beverage investment).

Southland'’s real GDP would increase by between $286m (sim
2) and $475m (sim 1) in the period 2019 - 2035

e  Figure 1 shows the cumulative impact on real GDP for the period 2019-2035
of the investment.

Figure 1 Cumulative redevelopment impact on real GDP
Total cumulative impact out to 2035, in $ million; Net present value (at a 6% discount rate)
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500

400
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Source: NZIER
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The direct and flow-on effects of increased investment,
tourism spending, and employment at the regional level are
significant
e  Southland’s real GDP increases by $48 million (0.84%) per year and real
household spending increases by $44 million (1.17%) per year.

e  supplying industries in the Southland economy are positively affected by an

increase in investment, tourism spending and employment. Output of
Southland industries is expected to increase annually by $75.2 million and
$32.9 million under simulation 1 and simulation 2, respectively.

e industries such as food and beverages, accommodation, retail, sports and
recreation expand because of the increase in tourism spending stemming
from the redevelopment of Invercargill’s city centre.

e also, higher incomes for households lead to increased spending in
industries such as other personal services, retail and real estate services.

The economic impacts at the national level

e national macroeconomic effects are driven by the growth in Southland as
the region imports most resources it needs from the other regions.

e New Zealand’s real GDP rises by $63 million (0.02%) and $49 million (0.02%)

per year on average, under simulation 1 and simulation 2, respectively.

e national real household consumption also benefits through slightly higher
real wages. Table 1 presents our high-level results for our two scenarios.

Table 1 Summary of macroeconomic impacts
Change from baseline (2018), in percent and in $ million (real terms)

H/hlid
consumpt

Redevelopment

simulation .
ion

Capital
stock

- % change 0.84% 1.17% 0.59% 0.40% 1.04%

S  Level (Sm) sa8 $44 NA 514 $22

Southland

% change 0.51% 0.95% 0.48% 0.36% 0.57%

Level (Sm) $29 $36 NA $13 $12
% change 0.02% 0.04% 0.05% 0.00% 0.02%

Level ($m) $63 $61 NA $2 $27
% change 0.02% 0.03% 0.05% -0.01% 0.02%

Level ($m) $49 $56 NA -$5 $19

Source: NZIER
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The redevelopment of the city centre will:

e  create between 500 and 550 per annum temporary construction jobs over
the five years of the rebuild

e increase visitor spend for tourists incrementally above what would already
have come to the region. We have assumed incremental growth of 5% per
annum

e create a more liveable city that we expect will contribute to the target of
increasing the permanent residents in the region by 10,000 (simulation 1)
and 3,000 (simulation 2). This creates:

- Approximately 8,000 working age people in simulation 1 over the
period due to an increase in retail and tourism jobs

— Approximately 2,400 working age people in simulation 2 over the
period due to an increase in retail and tourism jobs

— 340 of these jobs are likely to be taken up as a result of the rebuild in
Invercargill

Indirect spending will be higher in Southland because of the higher than average
household income and lower cost of housing relative to other New Zealand cities.

The redevelopment is required because of the current state of the city centre and the
inability of Invercargill to retain and attract further businesses and tourists (and
increase the spend of tourists in Southland).

The impacts are likely to be shared evenly over the forecast
period
o Invercargill is likely to experience GDP growth early because of the physical
impact of the rebuild

e Southland other than Invercargill will benefit more from the larger influx in
tourists

e The GDP impact is likely to balance out over time.
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1. Scope and approach

HWCP Management and other stakeholders want to understand the potential impact
on Southland of the redevelopment of Invercargill’s city centre.

The purpose of this report is to:
e Ask what the potential of the redevelopment of Invercargill’s city centre will
be

o  Set out the “size of the prize” if the redevelopment was successful.
Specifically:

—  The impact on the CBD from the temporary building activity associated
with the redevelopment

—  The potential impact on Invercargill by making it a more attractive
place to live and do business

— The potential to increase tourist spend and possibly the number of
tourists coming to Southland (over and above the business as usual
scenario)

e  Set out what needs to be considered to make the redevelopment successful
(and potential well-being impacts).

The following diagram set out the approach taken.

Figure 2 Steps to understand the impact of PGF’s net contribution

Net contribution of the
Use of economy wide PGF/business/council
model injection

Public investment
Private investment

) . Describe non market The difference between
Tourism Spendlng

S Invercargill economic
developmentwith and without
PGF funding

—

Source: NZIER

We have drawn on information from international and domestic sources, case studies
of city centre redevelopments in New Zealand and overseas, information from SoRDS
and HWR, and perceptions from those who have experience in redevelopment.

The main drivers of the opportunity are:
e an acceptance that current commercial offerings in Invercargill are not
attracting business and visitors (a burning platform)

e the buildings of Invercargill’s central city are in a rundown state and present
a seismic and social risk

o the expected influx of tourists (domestic and international) will keep
increasing and presenting Southland with further opportunities
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the willingness of the Southland community to be proactive.

The analysis is intended to give decision-makers an initial indication of the likely
benefits, the potential of the redevelopment to be a catalyst for faster growth, and
consideration of the preconditions of success.

This is an initial report and as such its depth reflects the scoping nature of the
assessment. A further in-depth analysis will be required to uncover any obstacles,
strategies and tactics to overcome those issues.

1.1.

Current situation

A number of documents highlight the current state of the Invercargill’s central city.!

The stylised facts are set out in “Our City for Tomorrow” include:

Many of the buildings in the city centre have significant seismic risks and there
is an unwillingness to invest money in rehabilitating these buildings by
owners:

—  Buildings have asbestos which needs to be removed
—  The majority are untenanted due to existing risk

— Buildings are in such a state that they may have to be demolished
within one or two years and there the status quo is not an option

A lack of reinvestment in CBD properties and few contemporary amenities for
a growing number of tourists. This precludes the city from capitalising on the
tourist growth and missing out on opportunities to increase the spend per
visitor in Southland

The lack of central city “heart” that attracts people into the city for work. An
objective of the region is to increase the number of working age people in
Southland. To attract staff requires having the urban infrastructure and
lifestyle to support their needs and their families

The potential for losing further businesses has increased with the increasing
difficulty in attracting highly qualified staff and their families to live in
Invercargill

The sprawl associated with the retail sector. This may reduce the ability of
Invercargill to revitalise the region, reduce the potential for vitality and
viability by not being able to attract new businesses, and reduce economic
resilience.?

The importance of city “liveability” is critical and one of the main motivating

factors behind the CBD redevelopment. For example, the high profile move from
the city of the Alliance Group highlights the importance of attractive surroundings.

The Alliance Group’s head office (35 well paid FTES) have now relocated to

Christchurch. It is predicted that within three years a further 45 management and
administrative FTEs from Alliance will also shift to Christchurch. This type of loss

1

2

See for example https://hwcp.nz/faq/

See for example https://journals.openedition.org/sapiens/1620
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is difficult to replace and is particularly significant since 45% of Alliance’s
shareholders are in Southland and the head office has been located there since
the 1960s.

1.2. Is this the right time for a major
development?

It is always difficult to speculate on the best time to invest in a major project such as
the redevelopment of the CBD. Further it is not the role of this paper to give a firm yes
or no to the project. There is always uncertainty about whether or not a development
will be a “success” or not.

However, there are pointers to decisionmakers on the degree of uncertainty
associated with the development. Below we look at some of these issues.

The current state of the New Zealand economy. Between the period 1975 -2002 the
New Zealand economy grew by 1.9% per annum. In this period of low growth
infrastructure projects were hugely costly if you got them wrong — essentially they
were not used and ended up as debt that didn’t pay its way.

In the period between 2000 and 2018 the average growth rate have been 3% (March
year) real according to the Reserve Bank. Therefore, growth has been significantly
higher and the degree of economic activity. This means the appetite for infrastructure
project is higher than it was 20 years ago.

It does not guarantee success of any particular project but it does mean that there is a
reduction in uncertainty associated with infrastructure development. This has been
reinforced by the reduction in the discount rate applied to building projects by
Treasury.

Table 2 Comparison between eras

<Heading> Real GDP growth Government Comment
rate discount rate for

investment in

building
infrastructure
1975 -2002 1.9% 10% Government used 10% to choke off
investment projects
2000-2018 3.0% 6% As the economy has grown
government discount rates have
reduced

Source: Briggs (2003) and Reserve Bank data https://www.rbnz.govt.nz/statistics/key-
graphs/key-graph-real-gdp

A further issue is the growth in tourism numbers. The number of tourists coming to
New Zealand has more than doubled since 20003 It is now bigger than the dairy

3 Sstatistics NZ Satellite Account 2016.
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industry at the farm level. Further MBIE forecast that tourism spending will increase
by approximately 5% per annum until 2025 (see Figure below). By 2030, if these rates
persist then tourism numbers will double to well over 4 million per annum. Projects
that can capitalise on increased tourism will reduce uncertainty.

Figure 3 Total tourist numbers and spend projections
2017 - 2033

30,000
25,000
MBIE forecast Continuation of trend

20,000

15,000 /

10,000

5,000 I
T T T S T S s, VR ORI S A SO - SR MR\, V.
SV PP PP PPN PPDDDD
S

Total spend Total visitors

Source: MBIE https://www.mbie.govt.nz/info-services/sectors-industries/tourism/tourism-
research-data/international-tourism-forecasts/documents-image-library/nz-tourism-
forecasts-2018-2024-report.pdf

Should Invercargill adopt a wait and see approach to further CBD development? This
seems a prudent step since all investment has a degree of uncertainty. A number of
points need to be considered:

e The risk and uncertainty associated with projects like the CBD
redevelopment has reduced since 2000 as growth has increased

e The number of tourists has grown considerably with Southland
experiencing a growth rate well above the national average

e The current state of the CBD and whether there is capacity for Invercargill
to assist in sustaining those growth rates

o Whether rate payers are prepared to take on the risk and uncertainty that a
partly funded $180 million CBD redevelopment require

e  The substantial risk of doing nothing.
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1.3.  Oversupply of retail space

The oversupply of retail space is a fact of life for a large number of towns and cities
within New Zealand. This could be an argument used to counter the need for
Invercargill city rebuild since it could create a greater oversupply.

There will be an oversupply of retail space whether the CBD redevelopment occurs or
not. This is because:

e  Therise of the internet and the continually changing ways we are using
both the internet and bricks and mortar retailing

e  Sales seemingly being a permanent feature of the retail landscape —
unheard of twenty years ago

e Purchasing power is growing as goods become cheaper and cheap credit is
available

e  Empty shops in most New Zealand ‘main streets’ — many of which will not
be filled because they are not suited to new retail business models

e  Competition for the retail dollar including cheap air travel. Many people
shop in other countries for consumer items

e  Customers knowing more about specific goods and services than those
doing the selling.

The main economic argument is that while there is an oversupply of retail space there
is a shortage of good quality sites. This means that:

o Where there is an oversupply of sites councils attempting to dictate where
large retailers should locate are unlikely to be successful. So the central city
is likely to remain the way it is “without the CBD development” and possibly
lose more retailers to other parts of Invercargill city

e Retailers have specific requirements that need to be met before they will
invest for 15-20 years. These are mixture of macro (income and population)
and micro (traffic volume, visibility, parking) factors that dictate where they
locate. The degree of competition may or may not be a factor in a location
matrix

Therefore, arguments that Invercargill has enough retail space are not likely to attract
major retailers into the city centre in its current state.

These shopping trends are going on regardless of the CBD redevelopment proposal.
The type of properties, the location, and the way the customer interacts with business
are changing dramatically. Furthermore, we have no idea when this “churn” will end
or who the retail winners will be. What we do know is that it has not stopped; and
more disruption is on the way driven by technology. We also know that there is keen
competition for quality retail sites.

The following Table sets out the latest trends associated with quality shopping centres
in New Zealand with supporting evidence from Australia. It highlights the strong
growth in sales from these shopping centres which indicates a shortage of supply in
this type of shopping experience.
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Further, the expected value of increasing the quality of retail space is set out in a
separate report.* It forecasts that the potential for the redevelopment looking at food
alone is $31.8 million in 2021. Some of this potential spend is likely to be new spending
that would not have otherwise been spent in Invercargill or Southland.

Table 3 Summary of recent trends in quality shopping centres
Latest report!

‘ Colliers International comment ‘

Shopping Centres in Auckland, Wellington, and Christchurch have seen significant sales over the past
12 months

There is a strong trend towards food and beverage (F&B) sales. In many malls F&B is between 20%
and 40% of retail space. They are the anchor stores and are a major feature of the proposed
Invercargill CBD redevelopment

Globalisation is still having an impact with new offshore retailers heading for New Zealand.

Trends in Australia are similar. In Victoria, sales in shopping centres have risen 91% in the last year

75% of shopping centres in New Zealand are expecting to meet or better their targets in 2019. Sales
are likely to run ahead of inflation

Strong visitor numbers are boosting retail sales

Shopping centres are evolving to meet customer demand with free Wi-Fl and automatic retail lanes

Notes (1)

https://www.colliers.co.nz/news/2019/2019%20commercial%20property%20review%20-
%20new%20zealand%20retail%20market/

https://www.colliers.co.nz/find%20research/retail/new%20zealand%20retail%20report%2

02017/

Source: Colliers International Market report 2019

4 Future food (2019) Invercargill central. Food and Beverage Masterplanning. Report commissioned by HWCP.
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2. Redevelopment as a catalyst

The redevelopment of Invercargill’s city centre reinforces the region’s efforts to build
new opportunities by improving the office and retail space available and capitalise on
a continuing tourism boom.

Southland has a strong agrarian heritage and is attempting to diversify its economic
base by capitalising on a continuing tourism boom in New Zealand.

The rationale for taking this approach to economic development is that the
redevelopment:

e has a major impact on the places where we live, work and play. Putting
vacant or abandoned buildings and land back into productive use is a major
tool of economic development. This helps keep businesses located in urban
areas where service infrastructure capacity and business activity are already
concentrated

e retains and attracts talented people. Communities that provide quality jobs
and great places to live and work are a magnet for folks of all ages. As a
result, these places have a strong future

e fosters the entrepreneurial spirit that resides in our creative and ambitious
citizens. By providing access to ideas, investment and expert advice new
companies can be created to help assure Southland’s economy stays
innovative and diverse

e acts as a gateway for tourism in the region

e further enhances its educational facilities to attract more students and
bring them into a more vibrant city centre.

2.1. The redevelopment must augment
Southland’s competitive advantage

As the only city in Southland, Invercargill is the commercial hub for the region and it
services the economic, social, and political needs of the region. Invercargill needs to
respond to the changing needs of the region and promote further economic activity
where opportunities arise.

The redevelopment provides an opportunity to reinforce the existing competitive
advantages that agriculture has provided and diversify the regions areas of
comparative advantage into new such as tourism.

Cities centres need the right amount and quality of office, retail, commercial and
residential space to support and meet the demands of businesses, residents and shops.
Improving the quality of areas designed for social interaction, in combination with
other interventions, will help make city centres more attractive places to do business.
A high-quality offering is likely to have a positive effect on levels of investment, land
values, tourism, and productivity levels via a healthier and more satisfied workforce.

This can be done by providing:
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e up-to-date offices for branch and head offices located in Invercargill and to
attract further business

e  agateway to the region for visitors — either as a jumping-off point for one
of the southern hemisphere’s great wilderness regions with Stewart Island,
The Catlins, and Fiordland or to experience the range of world-leading
transport attractions in Invercargill itself

e jobs for the initial redevelopment and further ongoing employment that
can act as a catalyst for further employment and growth.

The redevelopment is an opportunity to improve the region’s physical infrastructure
in a way that supports Southland’s existing competitive advantage and extend it into
other areas as the opportunities arise.

The plan to redevelop the CBD will has a number of stages. The first three stages
consist of:
e  The demolishing of 30 buildings in the Esk, Dee, Tay and Kelvin street block
e The construction of retail
e The construction of:
—  The HWR offices (525m)
— A medical centre (520m)
—  Council offices ($10m)

—  Kelvin/Tay commercial development ($30m)

The third stage is contingent upon the demolition stage.

2.2. Recognise the value of existing
resources

Physical infrastructure redevelopment is a supply-side measure, and therefore should
be considered alongside the potential demand for the infrastructure. It is also
important to provide appropriate space without creating an oversupply. However,
providing appropriate higher quality physical environments, such as up-to-date office
stock or housing, can contribute to attracting businesses, residents and visitors to the
city centre.

Therefore, the project must be viewed within the context of its connection to
surrounding developments and expected business activity, i.e.:

e increased tourism numbers and repositioning of Invercargill as a gateway to
the region

e increased ability to retain and attract further business activity (across the
spectrum of economic activity with the redevelopment.

2.3. Building effective partnerships

The redevelopment is designed to contribute to and further support increased
economic activity in the region. This requires mutually reinforcing investments that
can support economic expansion.
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The city centre redevelopment can assist this process by making it easier for other
businesses to relocate or remain in Invercargill and support the growing tourism
industry. This can increase jobs and further encourage businesses to locate in the city
and region. The redevelopment’s role as a catalyst therefore is important since it
assists in creating growth which in turn creates further growth through independent
action.

This type of development can drive further business activity and increase spending
over and above what would occur ‘without’ regeneration. While nothing is certain,
where business, regional government, local government, and Ngai Tahu have been
aligned and focused on these issues, it maximises the chances of not only achieving
their goals but also the chances of further success.
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3. The mechanics of being a
catalyst

The redevelopment of Invercargill’s city centre is designed to be a catalyst to
encourage further investment and economic activity to the city. The aim is to “lift all
boats” on a rising tide of economic activity that would not otherwise occur within
Southland. In particular:

e improving the quality of retail space where Southlanders can live, work, and
play. The demonstration effect of providing a quality retail space is aimed at
encouraging further businesses investment

e providing quality places to live and work attracts and retains people in
Southland. This in turn improves the chances of enhancing innovation

e improves the chances that tourist will stay longer and spend more relative to
the current dilapidated central city retail offerings

e encourages more interaction between educational facilities and the central
city. A more connected and vibrant city centre is likely to generate more
opportunities.

As a catalyst the aim is to trigger further independent action by businesses and others
to increase the wellbeing of Southlanders. The opportunity for this action comes about
through:

e the need to renew the city centre as the needs of the Southland population
changes

e taking advantage of new opportunities such as tourism (forecast to double
by 2030) along with Tourism New Zealand’s strategic priority one, “to
broaden our measure of value from near-term growth to long-term
sustainability achieved with a key focus on greater regional dispersal of
visitors beyond the main visitor destinations

e increasing economic activity to increase the number of durable jobs in the
region.

Figure 4 sets out the business and aggregate impacts and illustrates where developing
new economic activity impacts on wider Southland priorities. This involves detailing
the potential impact of the city centre’s redevelopment. It sets the scene for potential
growth and details the investments required to reach those growth levels. It provides
a way of organising the project and capturing the diverse economic and social impacts.

The diagram shows that there is no one path to wealth creation. Innovation can come
from anywhere, hence the focus on the redevelopment as a catalyst rather than the
sole source of growth.

The model allows a better understanding of what creates and destroys wealth in a
community i.e. what creates wealth reinforces and builds upon the soft and hard
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infrastructure. It can show the differing objectives of single entities and communities
and how those differing objectives can impact on community goals.>

However, to maximise the chances of success what is required are strong linkages
between parts of the social infrastructure in Southland and the businesses that they
are trying to foster. The strength of the connections will be key to the success of the
redevelopment’s impact on Invercargill and Southland.

Tourism: increasing , Enhanced job
the number and spend opportunities
Redevelopment of Demafld generated Increased Impact on
Invercargill CBD g by an |mpr0\{ed | consumer Invercargill/Southland
market offering satisfaction wealth/wellbeing

|

Improved place to Social - economic
work environment

Source: Adapted from Swann (2016)

Figure 4 concentrates on the interaction between the various elements that connect
with the city centre redevelopment of Invercargill. The importance of the strength of
the linkages, in specific cases, depends on the detailed characteristics of opportunities
being pursued e.g. how the redevelopment can enhance jobs in the region and what
that means for economic and social activity within the city and region.

The important linkages are between maintaining the economic base through improved
job creation, improved places to work, and increased tourism. A successful integration
of these factors will impact on community wealth and wellbeing, regional income and
have a positive impact on the social-economic environment.

The key demand signal is that renewal of the city centre is required. This means that
over time Invercargill will become a less attractive place to remain in or to relocate to
—itis a burning platform. Two issues are important:

e onthe supply side, business and local government have come together to
redevelop the city centre. The involvement of the private sector suggests

We have chosen this system of relationships which, although abstract, seeks to capture the salient elements of the real
world. Any real world problem will have a large number of variables with a large set of, often complex, relationships
between them. We wish to draw out the main points of interest without the complications of all the issues. In this way, we
hope to gain insight into the problem at hand and advance the solutions for it. The potential cost of this approach is that the
process of abstraction has eliminated characteristics that are vital to the full understanding of the questions under
discussion.

The design of this analysis has deliberately been kept simple. To do this we have abstracted from the full detail of the sheep
milk marketing chain. This analysis should contain just sufficient complexity and reality to allow us to capture and illustrate
the advantages and disadvantages of the strategies adopted.
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that transformation of the city centre has potential to be the catalyst for
other investment

e onthe demand side, the redevelopment generates interest over and above
would have happened given the current building stock available.

This approach allows us to develop a richer view for Southland. This is a model of the
redevelopment from the perspective of Southland society i.e. an aggregate
perspective not an individual or entity perspective.

This has a number of immediate implications:

e  building strong and durable connections matters for sustained wealth
creation not one or two business decisions

e there are gains from trade between society and individual entities.
Businesses benefit from the infrastructure created by public private
partnership and society benefits from entrepreneurs providing new
opportunities

e the development of sustained economic development is complex. That
complexity can be an advantage over time because others are unable to
replicate the conditions.

The key reason for using this type of approach is it shows that different activities can
contribute to wealth creation in a region and each activity has a role in creating wealth.
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4. Setting the baseline

To estimate the impact of the Invercargill City Centre redevelopment requires a
description of what would occur “without” the development. This involves examining
in detail the current status quo (or counterfactual). It includes a commentary on:

e  What exists on the ground now (see Section 1.1)

e  The private sector approaches that exist. Would some other investor
without government funding put in the time and investment required?

The business as usual also includes examining the likely future policies that might
influence the development. While this can be speculative, it is important to set out a
credible understanding of expectations for future developments. The aim is to identify
how the business situation is likely to change over the next 15 years, to establish a
realistic base case.

4.1. Would the private sector step up?

In some sense the private sector has stepped up by forming a joint venture to drive
the redevelopment. However, the real question is would the private sector do the
redevelopment on its own? That is, does local/central government investment “crowd
out” private sector funding?

The short answer is no. In the past there have been private initiatives to redevelop
Invercargill CBD. These initiatives floundered because of the lack of community
support. While we cannot say that we are 100% certain that the private sector would
carry out a redevelopment, the demonstration effect of failed previous attempts to
rejuvenate the city centre suggest it is most unlikely. Potentially the commercial
returns will likely be lower than in major metropolitan centres (increasing the risk)
therefore to encourage further business investment requires public intervention.

We would expect that the private sector would not consider attempting a
redevelopment without local government support both vocal and financial.

4.2.  Further understanding the baseline

The baseline used here considers the previous two sections and section 1.1. It suggests
that not only would there be not be a redevelopment, but the downward spiral would
continue as more and more buildings become unliveable.

Instead of maintaining or growing the city we expect Southland to lose a further 5,000
people relative to what would have happened otherwise, with its consequent knock
on effects to the local economy.

This is in line with the report by Roskruge and Pawar (2015). There report suggest that
Southland could potentially lose approximately 4,000 working age people by 2025 and
7,000 by 2031 (see Figure below). The main reason for this is an aging working
population and not enough workers to replace them. This is backed up by a Venture
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Southland Business confidence report which suggested that recruiting workers was the
number one concern for business.¢

Figure 5 Forecast labour supply

Labour supply

G T T S VR S ¥
SRS I R O AT R (Y

NI IR NN N SN
0

5 5 D S S NS
-1000 :

-2000

-3000

-4000

-5000

-6000

-7000

Q N
Q 20
Q N
Q 20
Q 2%
0\90
0\9]

-8000

Source: Roskruge and Pawar (2015)

We have used this as a baseline to measure benefits associated with the
redevelopment of the city centre.

Setting up the baseline is difficult because there is:

e Limited baseline data from which to measure any change

e  Uncertainty about what initiatives could be trialled in the absence of the
redevelopment although the chances of regeneration are slim

e The unusual nature of the Invercargill labour market, given its location,
relative to the rest of the country.

Therefore, there are potentially several credible baselines. The one we assume here is
open to question and should be treated as “work in progress”. We treat the baseline
here as a tentative “peg in the ground”.

We assume that, Invercargill, without the redevelopment, would lose jobs. While we
are unsure what industries will be most severely affected the main impact will be the
inability to hold head offices and attract new workers. We also expect the increasing
numbers of tourists to spend less than they otherwise would in Southland (with the
redevelopment).

6 http://venturesouthland.co.nz/sites/default/files/media/documents/Sothland%20Business%20Survey%20Report%202017.pdf
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5. Detailed approach and
results

5.1. Methodology

5.1.1. We used our CGE model to assess the
economic contributions of opening a new
underground mine

We used NZIER’s regional computable general equilibrium (CGE) model to assess the
regional and national economic impacts of the redevelopment of Invercargill city
centre.

CGE modelling is our recommended method for conducting policy analysis or sectoral
impact studies, as it delivers more conservative, but more realistic, estimates of
benefits and costs than commonly-used (and widely criticised) alternatives such as
multiplier analysis.

Our CGE model contains information on 106 industries and 201 commodities within
the economy, incorporates trade and financial linkages to world markets, and
estimates price responses to demand or supply shocks.

As this CGE model is static, it can only look at ‘before’ (i.e. current situation) and ‘after’.
For our scenario design, we implement shocks to represent what the regional and
national economies would look like with the increase in investment, employment and
tourism spending following the redevelopment of Invercargill CBD.

A description of our CGE model and our modelling approach is outlined in Appendix A.

5.1.2. How we analysed the modelling results

We determine the flow-on effects of our shocks throughout the national and regional
economies on GDP and industry output.

Macroeconomic effects

The national and regional results flow logically from the direct and indirect impacts.
We focus on key macroeconomic variables such as Gross Domestic Product (GDP),
exports, employment and household expenditure, which we use as a measure of
economic welfare (how ‘well off’ we are).

Direct and indirect effects

In analysing the modelling results we track the impacts as they flow through the
economy, beginning with the direct impacts on the construction and tourism sectors
itself. We then analyse the flow-on or indirect impacts. It can aid understanding to split
indirect impacts into the following categories:
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e supplying industries — industries that supply the tourism and construction
sectors with intermediate inputs are likely to benefit. Such industries
include meal service providers, and business service industries.

o household expenditure industries — industries that households spend
money on are likely to benefit from increased income that comes through
employment and wages, and increased returns to capital from a growing
tourism industry. Such industries include housing and real estate (which
takes a large share of households’ budgets), and those for consumption
goods like the retail trade.

e competing export industries — industries that suffer from the tourism
industry’s growth as they compete for resources, which are now more
expensive, and also face a stronger New Zealand dollar. Typically, these
industries are the labour-intensive export industries such as horticulture
and manufacturing.

5.2. Results from our CGE modelling

We have used two simulations:

e simulation 1 increases the population by 10,000 (by 2025) and reaches the
S$1 billion tourism spend target by 2025.

e simulation 2 increases the population by 3,000 (by 2025) and reaches the
S$1 billion tourism spend target by 2025.

Tourism spend is expected to be the same in both simulations. The model solves over
medium/long term (2035). The SoRDS targets are factored into the long term growth
assumptions.

Southland’s economy expands Table 3 presents the macroeconomic effects on
Southland region. With increased investment, employment and tourism spending in
the region, Southland’s real GDP is expected to rise by an annual $48 million (0.84%)
in simulation 1 and by an annual $29 million (0.51%) in simulation 2 by 2035.

Annual real exports rise by $14 million (0.40%) and $13 million (0.36%) in simulation 1
and simulation 2, respectively.

Annual household spending increase by $44 million (1.17%) in simulation 1 and by $36
million (0.94%) in simulation 2.

The capital stock would rise by $22 million (1.04%) and by $12 million (0.57%) per
annum in simulation 1 and simulation 2, respectively.
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Table 4 Impacts on macroeconomic indicators at the regional level
Change from baseline (2018), in percent and in $ million (real terms)

Redevelopment Household Wages | Employment Capital
5|mulat|on consumption stock

‘ % change 0.84% 1.17% 0.59% 0.59% 0.40% 1.04%
‘ Level (Sm) $48 S44 NA S14 S14 S22

Source: NZIER

% change 0.51% 0.95% 0.48% 0.48% 0.36% 0.57%

‘ Level (Sm) $29 $36 NA S11 $13 $12

5.2.1. Supporting and downstream industries are
positively affected

Table 4 below shows the flow-on effects of the redevelopment project in Southland,
other regions and New Zealand. Supporting (downstream and supplying) industries of
tourism are positively affected from the redevelopment of Invercargill’s city centre.

Table 4 shows how the economy will change over the forecast period relative to the
baseline. In the changing economy there will be more emphasis on construction (in the
short run) and retail and tourism in the long run. Some industries grow faster (those
that are supporting industries) and some grow slower (mainly agricultural industries)
as labour moves from agriculture into tourism. Note these industries are not declining
— there contribution is still significant, they are just not growing as fast relative to a
baseline projection (a slight change in the emphasis associated with economic activity).
Relative to those industries which are growing faster the negative impact is relatively
minor in Southland.

Further industries such as transport and storage do grow outside Southland as a result
of the rebuild in the rest of New Zealand. However, in Southland other industries do
marginally better. Having said that, transport equipment and air and other transport
sectors are significant contributors to the Southland economy as a result of the rebuild
and tourist influx.

By 2035, output of Southland industries is expected to increase by $75.2 million
(annually) and $32.9 million (annually) under simulation 1 and simulation 2,
respectively. Industries such as food and beverages, retail, sports and recreation
expand because of the increase in tourism spending stemming from the
redevelopment of Invercargill.”

Also, higher incomes for households lead to increased spending in industries such as
other personal services, retail and real estate services.

7 Output from industries more labour-intensive increases more in simulation 2 than simulation 1, as it supposes a lower

increase in employment following Invercargill’s city centre redevelopment. This is the case for food and beverage services or
accommodation for example.
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Table 5 Flow-on effects of the redevelopment, selected industries
Change from baseline (2018), in $ million (real terms)

Simulation 1 Simulation 2
Industry Type Rest of New Rest of New
SCnlEe Nz Zealand R Nz Zealand
Food and
beverage $15.0 $11.6 $26.6 $15.9 $11.3 $27.2
services
Accommodation $12.5 $4.6 $17.1 $13.4 $4.3 $17.6
Beverages & $10.7 42,9 $7.8 $10.7 431 | $76
tobacco
Finance &
insurance $10.0 -$5.4 $4.6 $9.9 -$6.8 $3.1
Education and
health services $8.8 -$1.2 $7.6 $9.0 -$1.8 $7.1
Transport , $8.5 432 | $53 8.7 430 | $5.7
equipment Supporting
Air and other industries
transport $7.4 $10.8 $18.2 $7.4 $10.3 $17.7
Sewerage/waste $6.8 $2.7 $9.5 $7.7 $2.3 $10.0
Textiles $6.7 $0.7 $7.4 $6.8 $0.5 $7.3
Property 6.7 $141 | $20.7 425 $186 | $16.0
services
Communication
services $6.3 -$4.7 $1.6 $6.3 -$5.1 $1.2
Retail $5.6 -$1.3 $4.4 $3.4 -$1.5 $1.9
Vehicle
wholesaling $4.9 $1.0 $5.9 $5.1 $0.9 $6.0
Transport &
storage -$0.8 $6.4 $5.6 -$0.9 $5.8 $4.9
Seafood $1.1 452 | %63 413 454 | -$6.7
processing
Wood
processing -$1.6 -$4.3 -$5.9 -$2.2 -$4.0 -$6.2
Agriculture
services -$1.9 -$1.6 -$3.5 -$2.2 -$1.6 -$3.8
eep & bee i -S1. -S3. -$5. -S2. -S3. -$6.
Sheep & beef Competing $1.9 $3.7 $5.7 $2.4 $3.9 $6.2
Contral industries
en
government -$2.8 $2.2 -$0.6 -$2.5 $2.0 -$0.5
Dairy cattle -S3. -$S6. -$10. -54. -$6. - .
i | $3.4 $6.6 $10.0 $4.1 $6.9 $10.9
Metals
manufacturing -53.4 -$6.5 -59.9 -$5.4 -$6.0 | -S11.5
Dairy processing -$4.5 -$11.5 -$15.9 -$5.0 -$12.4 -$17.4
Meat processing -$5.6 -$4.6 -$10.2 -$6.0 -$4.9 -$10.9
Total industry outputs $75.2 -$22.9 $52.3 $32.9 -$7.9 $25.0

Source: NZIER
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5.2.2. Household consumption effects

Table 6 presents the impacts of Invercargill’s city centre redevelopment on regional
wages and household consumption — our proxy for ‘welfare’ or living standards.

We estimate the increase in real household consumption to be $44 million (1.2%) in
the case of simulation 1 and $36 million (0.95%) for simulation 2. The increase in real
household consumption is driven by the rise in employment and real wages.

Table 6 Changes in household consumption and wages
Change from baseline (2018), in percent and in $ million (real terms)

Simulation 1 Simulation 2
Indicator
g|g $ million
Household consumption S44 1.2% $36 0.95%
Wages NA 0.59% NA 0.48%

Source: NZIER

5.3. Headline economic impacts

Most of the national results are driven by the growth in Southland’s economy. National
real GDP will rise by $63 million (0.02%) and $49 million (0.02%) for simulation 1 and
simulation 2, respectively. Household consumption —our proxy for welfare — increases
by $61 million (0.04%) in simulation 1, and by $56 million (0.03%).

In addition, investment increases to take advantage of the attractive rates of return
offered by the construction and tourism sectors. That generates increases in the
nation’s capital stock of $27 million (0.02%) and $19 million (0.02%) in total, for
simulation 1 and simulation 2, respectively. Table 7 summarises these effects.

Table 7 Impacts on macroeconomic indicators at the national level
Changes from baseline (2018), in real terms

. . Household .
Redevelopment simulation . Wages Capital stock
consumption

% change 0.02% 0.04% 0.05% 0.02%
Level (Sm) $63 $61 NA $27
% change 0.02% 0.03% 0.05% 0.02%
Level ($m) $49 $56 NA $19

Source: NZIER
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6. Other significant outcomes

6.1. Spending power of Southlanders is
higher than other regions

The lower cost of housing (relative to other cities) coupled with higher household
income means that any developments that stimulate economic growth within the
region are likely to ensure strong spending from locals.

From Table 8 below, it is clear that housing costs as a percentage of household income
is most favourable in Southland relative to other major centres. Therefore, the
spending power of Southlanders is much higher than other parts of New Zealand -
almost double that of Aucklanders.

By encouraging more people to live in Southland it is likely to increase spending in the
community over and above what they are likely to spend elsewhere in New Zealand.
This is not only a gain to Southland but to New Zealand.

Table 8 Comparisons between housing costs and average household
income
June year 2018

Housing costs as a

Reei Average household Housing percent of Discretionary
egions

= income costs household income

income

Auckland $82,736 $13,883 17% $68,853
Wellington $81,740 $11,749 14% $69,991
Canterbury $65,594 $9,871 15% $55,723
Southland $78,1001 $7,8712 10% $70,260
Notes (1) Venture Southland estimate (2) Estimate of the South Island other than Canterbury.

Source: https://www.stats.govt.nz/information-releases/household-income-and-housing-

cost-statistics-year-ended-june-2018 and
http://venturesouthland.co.nz/resources/southland-economy-statistics

6.2. Potential for Invercargill to be a tourist
gateway

The region has a goal of reaching $1 billion of tourist spending by 2025. To meet this
objective requires further tourism infrastructure investment. The redevelopment of
Invercargill’s city centre is an integral part of the infrastructure required and could act
as a catalyst for further development of the region’s tourist offerings.

In particular, it can act as a gateway to the region. In this way tourists can be ‘dispersed’
to different parts of the region and potentially away from the main visitor
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concentration centres or arrival gateways where infrastructure is already being
stretched. From a central government perspective, the aims are to:

e reduce pressure on the core areas where key attractions are located by
enticing visitors elsewhere (such as Queenstown)

e disperse tourists to a variety of destinations. If they are drawn to areas such
as Southland, their presence can provide new opportunities for
entrepreneurs and create additional employment. Thus, encouraging
tourists to venture into areas where economic stimulation (through
employment and income) can occur

e increase the overall attractiveness of a destination by presenting ‘new’
experiences/features for visitors, thus providing a platform for revised
marketing programmes, with the aim to increase length of stay and total
spending.

Dispersal strategies are aimed at increasing visitors’ satisfaction with the product and
thus entice them to stay longer in the destination(s) and ultimately to spend more. It
is hoped that by creating linkages to non-traditional tourist areas, the product appeal
is enhanced, and these areas can tap into an already captive audience in the region.

An important part in developing dispersal strategies is to establish tourist gateways,
staging areas, and the clustering of attractions. Southland offers a cluster of outdoor
attractions (great walks, jumping-off point to Stewart Island, The Catlins, excursions to
Fiordland, southern scenic route etc.). Invercargill can be important because it offers
facilities that tourists require when first entering or when leaving a region.

In this way it can combine the gateway concept with a regional dispersal strategy. This
not only satisfies regional objectives for Invercargill but also national objectives
because it offers alternatives to established routes.

To underpin the potential for Invercargill to become a gateway to the region, Air New
Zealand have announced a trial jet service between Auckland and Invercargill 5 times
a week from August this year.® Both tourism and business could benefit from the
increased connections.

Further, the gateway concept is further enhanced by a cluster of new attractions and
infrastructure such as: new ILT hotel, SIT creative centre, arts centre proposed by the
ICC, and the new tourism attraction Motorcycle Mecca.

6.3. Quality jobs supported by quality
educational providers

Southland has currently a tight labour market. To entice further workers to the city will
require a concerted effort by educational facilities such as Southern Institute of
Technology (SIT) to taking advantage of the opportunities generated by the CBD
rebuild - both during the rebuild and after the rebuild.

8 https://www.stuff.co.nz/travel/news/109361329/air-new-zealand-launches-first-ever-direct-service-between-auckland-

and-invercargill
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By enhancing the attractiveness of the city through the rebuild the aim is to retain
those already in Southland and entice others to stay who have come to the city to
study. This will allow for the potential to further:

e  build a stable and vibrant workforce that can foster careers around a
variety of occupations (a benefit to staff and their dependents)

e train on the job, improve the skills using top quality and close by
educational facilities such as the Southland Institute of Technology (a
benefit to workers attracted to Southland)

e improve resilience so that Southland can weather the economic shocks that
will inevitable come as sectors grow and decline (a benefit nationally, to the
region, and workers).

In the short term, this approach dovetails with existing programmes designed to
improve trade skills of students at SIT. SIT offers courses that combine practical
employer-based work experience as well as classroom activities. The Construction
workshop is part of a state-of-the-art SIT Invercargill campus, close to the proposed
Invercargill city centre redevelopment.

Longer term, it also maximises the chances of attracting and providing quality jobs in
areas other than construction to sustain the Southland economy. This will be mutually
reinforcing since SIT is likely to enhance its reputation further as a reliable supplier of
high quality recruits.

A pointer to SIT’s current reputation is the low level of unemployment among young
adults in Southland.

6.4. Summary

Successful regional development interventions are a long-term process that can deal
with the impacts of rapid change by equipping its citizens and associated institutions
with the ability to cope and flourish (more like a gentle breeze).

It follows that the qualitative outcomes (set out Table 9) are the products of long-term
incremental advancements rather than one-off gains. This is significant since it is the
year-on-year incremental gains that will drive the Southland economy.

By developing this type of approach, we can trace through the impacts of regional
development on business activity which in turn has social and wellbeing impacts.

By setting out the framework in a matrix form you can spotlight the various linkages in
a systematic way on a regional basis.
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