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I hereby give notice that an ordinary Meeting of the Council will be held on: 
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Meeting Room: 
Venue: 
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Richard Briggs 
Chief Executive 
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Committee: Council Date: 26 September 2019 

Author: Stafford Hodgson Authoriser: Richard Briggs  

Position: Senior Strategic Policy Analyst  Position: Chief Executive  

Report Name: Response to report by Urban Economics  

 

Report Status Open  

Purpose 

1. To provide the Council a review of, and context around, a recently released report by Urban 
Economics into Hamilton’s growth projections.  

Staff Recommendation 

2. That the Council receives the report. 

 

Executive Summary 

3. The Council welcomes review of its work and robust conversation about its thinking, 
programmes and structures. The review of this report was undertaken to assess whether there 
was any information or assessment that could be useful for the Council’s growth modelling 
environment.  

4. Media coverage of the report by Urban Economics (the report) included claims that Hamilton’s 
growth planning is flawed, and the city is thus potentially exposed to significant risk. 

5. The review has found that the assumptions that appear to underpin the report and its 
conclusions, are incorrect. Therefore, staff consider that elected members can have confidence 
in the growth modelling and revenue forecasting used to underpin the Council’s 10-Year Plan. 

6. The report is critical of the Council’s independent consultants, Market Economics. Market 
Economics is widely recognised as one of New Zealand’s leading independent consultancies 
specialising in market and economic analysis. The Council remains fully confident in Market 
Economics’ work. 

7. The housing affordability measure used in the report is incorrect. The report states Hamilton’s 
affordability median multiple as 9.3. It is 6.8. The report’s data would mean that Hamilton 
housing is less affordable than Auckland’s. This is not the case. 

8. The report uses out-of-date household number projections as one of its core assumptions in 
estimating revenue, leading to their revenue forecasting being incorrect. 

9. Market Economics’ analysis used an annual average rate of 2.0% price growth in the 
commercial feasibility model. This is below the historic rate of house price growth in Hamilton. 

10. The assumptions underpinning the revenue analysis rely on out-of-date Statistics NZ data. 
Subsequently the report’s projected revenue shortfall has no basis. 



 

Council Agenda 26 September 2019- OPEN Page 4 of 32 

Ite
m

 1
1

 

11. Irrespective of the validity of the report’s underpinning assumptions, it has raised discussion 
on an important topic and has given the Council the chance to continue to engage in discussion 
on it. 

12. Having considered the Significance and Engagement Policy, staff have assessed that the 
matters raised in this report have low significance. 

Background 

13. On 18 September 2019, the Waikato Times ran a front-page story in its print edition based on 
claims and statements in a report authored by Urban Economics. 

14. The article opened with the statement: Hamilton could be facing a triple crisis in the next 10 
years around housing affordability, massive rates increases and high council debt. The article 
was later carried online and on social media. 

15. The Council was sent a copy of the report on 17 September 2019 and was asked to respond to 
the content. A response was provided prior to the requested deadline, noting the report had 
key errors. Examples and updated information were provided to the Waikato Times.  

16. Due to the concerning and unsubstantiated nature of some of the claims made in the report, 
the likely concern to some Hamiltonians, and the timing so close to an election, the Council 
issued a clarification statement later in the day of publication and advised elected members 
and election candidates. 

17. The Council continually monitors the assumptions and analysis that underpins its growth 
modelling and forecasting. The day prior to the article, the Council received such a report. 

18. At its 17 September 2019 meeting, the Council received the report An Analysis of Council's 
Resilience to Higher or Lower growth, which evaluated the Council’s resilience under higher or 
lower growth than anticipated in the 2018-28 10-YP. 

19. Three growth scenarios (high, low, and boom/bust) were tested and evaluated against the 
current 10-Year Plan forecasts using growth and financial modelling.  

20. None of the scenarios breached the Council’s self-imposed 230% net debt to revenue ratio. 
The researched showed that the Council is resilient to significant changes in growth numbers 
and has the mechanisms in place to make changes to its plans in a timely way.  

Discussion 

21. The Council welcomes review of its work and robust conversation about its thinking, 
programmes and analysis. The Council regularly commissions peer reviews of its key work and 
welcomes further peer reviews. 

22. Following a review of the Urban Economics report, staff have concerns about the validity of the 
underlying assumptions and data used. 

23. The report contains many factual and data errors and conclusions based on incorrect 
assumptions. In reviewing the report, staff have addressed the most obvious and fundamental 
errors rather than making a line-by-line review of the report. 

24. Council Consultants and Partnerships 

25. The strategic planning by all councils in the Waikato region is aligned in the use of a consistent 
set of economic and population projections supplied by established institutions and 
consultancies with recognised expertise.  

26. The population demographics department at the University of Waikato, also known as the 
National Institute for Demographic and Economic Analysis (NIDEA), has long provided bespoke 
population projections for all the councils in the Waikato region.  

https://www.hamilton.govt.nz/AgendasAndMinutes/Council%20Open%20Agenda%20-%2017%20September%202019.pdf
https://www.hamilton.govt.nz/AgendasAndMinutes/Council%20Open%20Agenda%20-%2017%20September%202019.pdf
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27. These projections, which Council has adopted as the 10-YP growth line, draw on Census results 
and other official demographic data supplied by Statistics NZ. The NIDEA population 
projections are consequently aligned with Statistics New Zealand demographic data. 

28. The benefit of using the NIDEA population projections is that location of growth is more 
accurate as it is informed by a greater level of local information.   

29. Economic projections for the region and each individual council are provided by Market 
Economics, an independent consultancy, that is widely recognised as one of New Zealand’s 
leading independent consultancies specialising in market and economic analysis. 

30. Other peer reviews undertaken on areas covered by the report include: 

• Growth & DC Models: Business and Economic Research Ltd (BERL)  

• 2018/28 10-Year Plan: Audit New Zealand  

• Revenue forecasting and collection in context of debt to revenue ratio limit: 
Pricewaterhouse Coopers (PwC). 

31. Some of these reviews provided guidance for improvements, which have been actioned.  

32. All provided assurance for the validity of the work completed.  

33. All of these reports were reported to the Council.  

34. Median Multiple and Medium Household Income 

35. The median multiple is an internationally comparable index of housing affordability. It is used 
globally to compare affordability between cities. It is used as part of an analysis of housing 
affordability, but alone this measure does not comprehensively diagnose housing affordability 
issues. 

36. The median multiple calculation is: the average house price divided by the average household 
income of a location. 

37. The median multiple figures used in the report are incorrect. These are compared with the 
‘Annual Demographia International Housing Affordability Survey’ figures in the table below.  

38. Table 1: Median multiple comparison 

Data provider City 2009 2019 2029 2029 

Urban Economics  Hamilton 6.8 9.3 9.8 12.1 

Demographia  Hamilton 5.2 6.8 NA NA 

Demographia  Auckland 6.4 9.0 NA NA 

39. Source: 15th Annual Demographia International Housing Affordability Survey: 2019 and 5th 
Annual Demographia International Housing Affordability Survey: 2009.  

40. Note: There are two 2029 projected median multiples for Hamilton provided in the report 
based on different assumptions. 

41. The report’s incorrect median multiple for Hamilton would mean that housing in Hamilton is 
less affordable than it is in Auckland. This is incorrect. Housing is more affordable in Hamilton 
than Auckland.  

42. The report states that their median multiple uses median household income as the 
denominator. However, it appears to use the average income of an individual. This is 
referenced as $62,900 for Hamilton.  

http://demographia.com/dhi.pdf
http://demographia.com/dhi2009.pdf
http://demographia.com/dhi2009.pdf
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43. Hamilton’s median household income from the 2013 Census (over six years ago) was $64,100. 
Statistics NZ do not measure this for Hamilton between Censuses but do provide it at a 
regional level. In 2019, New Zealand and Waikato median household income is estimated to be 
$91,700 and $89,900 respectively. Demographia estimates Hamilton median household 
income at $81,400 in their 2019 survey (September 2018 data). 

44. Household Growth Projections 

45. The Statistics NZ subnational household projections for the 2018-28 period used in the report 
are incorrect. The figure of 9,100 households appears to be based on pre-2017 projections 
released by Statistics NZ. The latest Statistics NZ subnational household projections for the 
2018-28 period (released in October 2017) show a projection of 10,500. 

46. The October 2017 upward revision to the Statistics NZ subnational household projections 
reflect larger than anticipated actual household growth due to external migration. 

47. It appears the report has calculated the household growth of 7,900 by taking the number of 
consents granted (9,770 between 2009 and 2018) and used an assumption that only 81% of 
the new dwellings were built. Note: the report provided no references for data used for this 
calculation, so this is a staff assumption based on the numbers reported.  

48. There are several key data accuracy issues present here: 

a. The report uses different time frames to report key statistics (using 2009-2018 building 
consent data to report on 2006-2016 actual household growth). 

b. The building consent data in the report is not consistent with the information supplied 
from Statistics NZ. 

c. The core assumption only 81% of all dwellings consented in Hamilton were completed is 
incorrect. 

49. The actual completion rates tracked in the Council’s internal consenting system show on 
average a completion rate of 97.2%.  

50. In summary, the report uses out-of-date household projections and incorrect calculations to 
underpin one of the main areas of concern raised. 

51. House price increases  

52. Changes in property values through time are a fundamental component of modelling feasibility 
of dwellings through time. Population and other demand growth drives increases in prices 
through time.  Property value increases are a key economic process in growing urban 
economies, enabling redevelopment, further intensification and outward urban (greenfield) 
expansion to occur.  

53. Market Economics’ analysis used an annual average rate of 2.0% price growth in the 
commercial feasibility model. This includes the changes in prices that occur as demand moves 
into new areas (e.g. outward urban expansion) or types of development (e.g. redevelopment 
or intensification) and prices move from theoretical prices at which dwellings would unlikely be 
constructed, to the point of modelled commercial feasibility. Thus, the growth in modelled 
feasible dwelling prices (excluding the upward movement to the point of feasibility) would be 
lower.  

54. It is not accurate to simply apply the stated growth rate to an existing median house price to 
calculate a future median house price. This simplistic approach would not account for the 
changes to the structure of dwelling stock by dwelling type and location, which have a major 
influence on the future median price. Put simply, a greater share of higher density dwellings 
through time (enabled by demand and price growth), may lower the median house price. 
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55. We also note that a rate of 2.0% is below the historic rate of house price growth in Hamilton. 
Based on detailed time series sales data, and our understanding of growing urban economies, 
we consider it is appropriate to use a positive price growth rate. 

56. The report draws conclusions from a price change rather than the underlying factor which 
causes the price change. An underling factor contributing toward house price inflation over 
time is an increase in the number of households. This could be visualised on a demand and 
supply graph by an outward shift in the demand curve. 

57. If the demand curve shifts out over time (meaning more people moving to Hamilton and 
wanting homes) both the quantity demanded and the price of houses in Hamilton will increase, 
all other things being equal. 

58. This is one of the factors that has played out in Auckland (and in cities around the world) for 
many years – ongoing strong demand in spite of significant price increases and rising 
unaffordability. 

59. The report comes to the opposite conclusion – that as prices rise over time the quantity 
demanded of houses in Hamilton will fall. 

60. Infill Development Capacity 

61. The report correctly notes that the Market Economics feasibility analysis projects that by 2046, 
83,505 dwellings will become commercially feasible to develop in the infill area. This figure is 
only one scenario presented in the Market Economics analysis and represents a theoretical 
maximum that may be enabled by 2046. 

62. The Council has not used this maximum figure in its growth and DC modelling. The Council’s 
approach is significantly more conservative, using only a portion (just 11%, or 9,800 dwellings) 
of the total assessed commercially feasible infill capacity for the period to 2046. 

63. The report is consequently critically flawed in its assumption that the maximum figure has 
been used to underpin the Council’s DC modelling of capacity in the infill areas of the city.  

64. Revenue projections 

65. The pre-2017 projections released by Statistics NZ have been used as one of the core 
assumptions in the “Growth Implications for Revenue” of the report.  

66. Statistics NZ have themselves identified these projections were too low and revised them 
upwards in October 2017 (see paragraph 45). Subsequently, the report’s projected revenue 
shortfall has no basis. 

67. Further Council analysis 

68. As previously noted, the Council welcomes review of its work and robust conversation about 
its thinking, programmes and analysis.  

69. Some areas of further investigation staff anticipate include: 

a. broad comparative house price and affordability analysis 

b. how housing affordability and typology affect growth assumptions including household 
projections 

c. testing existing analysis and assumptions with 2018 census data. 

Financial Considerations 

70. This report has no direct financial implications for the Council and is for information purposes 
only. 
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Legal and Policy Considerations 

71. This report is for information purposes only and presents no intrinsic legal risk to Council. 

Wellbeing Considerations 

72. The purpose of Local Government changed on the 14 May 2019 to include promotion of the 
social, economic, environmental and cultural wellbeing of communities in the present and for 
the future (‘the 4 wellbeings’). 

73. There are no known social, economic, environmental or cultural considerations associated with 
this matter.  

Risks 

74. This report presents no intrinsic risk for the Council and is for information purposes only.  

Significance & Engagement Policy 
Significance 

75.
 
Staff have considered the key considerations under the Significance and Engagement Policy 
and have assessed that the recommendation(s) in this report has/have a low level of 
significance. 

Engagement 

76.
 
Given the low level of significance determined, the engagement level is low. No engagement is 
required. 

Attachments 

Attachment 1 - Urban Economics "Economic Evaluation of: Housing Construction Forecasts and  
  Development Contribution Revenues for Hamilton City" 
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 Committee: Council Date: 26 September 2019 

Author: Amy Viggers Authoriser: Becca Brooke  

Position: Committee Advisor Position: Governance Team Leader 

Report Name: Chair's Report 

Report Status Open 

Recommendation 

That the Council receives the report. 

Attachments 

Attachment 1 - Chair's Report 

Attachment 2 - Mayoral Robes  



 

Council Agenda 26 September 2019- OPEN Page 31 of 32 

A
tt

a
c

h
m

e
n

t 
1

 
It

e
m

 1
2

 

 
 
 
 
 
 
 

Chair’s Report 
 

Mayoral Robes 
I have arranged for the Mayoral Robes, both the original fur collar robe and the female robe 
with Maori design, to be held and displayed at Waikato Museum. The arrangement will allow 
these pieces to be returned to the Mayoral office at the request of the Mayor of the day 
should they wish to be used. The Mayoral robes are a part of Hamilton’s history and should 
be preserved locally. 
 
Attached is the agreement signed with the Museum 
 

Hamilton to Auckland Train 
Verbal update 
 

Recommendation 
That Council receives the report. 
 
 
Andrew King 
Mayor-Hamilton Kirikiriroa 
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