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Introduction

Many Australians are increasingly
concerned by deteriorating housing
affordability and its implications for socio-
economic outcomes. In a recent survey,
62% of respondents agreed that “continued
increases in house prices is bad for the
economy and is exacerbating wealth
inequality”.* In another survey, around
two-thirds of respondents agreed that the
federal government was not doing enough
to address Australia’s housing problems.?2
Analysis by the Australian Bureau of
Statistics finds genuine cause for concern,
with rates of home ownership for those
aged 25-39 years falling from 66% to 55%
in the period from 1991 to 2021.3

Such concerns are increasingly reflected in
policy, with a recent federal government
report observing that “rising housing
costs” pose “challenges for many young
Australians”.* The same report pointed to a
need for housing supply to be “responsive
to demand”, especially in locations that are
accessible to jobs. There is indeed growing
evidence that housing policy reforms can
increase supply and support affordability.
Perhaps most notably, rates of housing
supply in New Zealand have — after a
decade of reform — surged past Australia.
For these reasons, this paper reviews New
Zealand’s reforms and considers potential
lessons for Australia.

First, the paper summarises the context
to housing policy reforms in New Zealand,
which have sought to streamline planning
processes and enable housing in desirable
locations, a process known as ‘upzoning’.
The term is used here to describe changes
to planning policies that enable more
housing to be built, such as increased
building height limits. A recurring theme in
New Zealand’s housing policy reforms has
been the potential distributional effects of
upzoning — that is, who ‘wins’ and ‘loses".
Growing awareness of the distributional
benefits of housing appears to have
fostered broad-based support for reforms
in New Zealand.

The paper then briefly reviews empirical
evidence on the impacts of New Zealand'’s
housing reforms. These effects are
apparent from even a cursory comparison
of housing outcomes in councils that have

upzoned versus those that have not. In
2023, for example, upzoned councils in
Auckland, Canterbury, and Lower Hutt have
accounted for around two-thirds of all the
dwelling consents issued in New Zealand,
which is much more than their share of

the population. Several credible economic
studies find upzoning supported large and
rapid improvements in housing affordability
as well as a rapid expansion in social
housing.

Thirdly, the paper presents some
preliminary analyses of New Zealand’s
housing policy reforms. Whereas dwelling
growth in Canterbury and Auckland initially
lagged population growth, after each region
was upzoned in 2011 and 2016, dwellings
have grown faster than population.
Moreover, analysis of data from Auckland
shows the population of people aged 20-
34 years grew most strongly in areas that
experienced the most upzoning, and vice
versa for those aged 65+ years. While
more research is needed, these preliminary
analyses suggest young people may have
disproportionately benefited from these
reforms, where benefits likely represent

a ‘double dividend’ of more affordable
housing and better access to jobs and
amenities.

To conclude, this paper argues that
Australia can learn from New Zealand’s
experience: enabling more housing can
quickly lead to more supply and improved
affordability.




Background to New Zealand’s housing policy reforms

Since 2011, successive New Zealand
governments have advanced housing

policy reforms that seek to streamline
approval processes and enable more
housing. Notwithstanding some differences,
governance structures in Australia are
sufficiently similar to New Zealand for

the latter’s experience to provide salient

insights for efforts to progress policy
reforms in Australia.>

Table 1 summarises several key events that
have contributed to New Zealand’s supply-
side housing reforms from 2011 to the
present, which are subsequently expanded
on below.

Table 1: Key events that contributed to New Zealand’s supply-side housing

reforms 2011 - 2024

Key Event

Relevance

Christchurch Rebuild
(2011-today).

In 2011, Christchurch was hit by a major earthquake that was esti-
mated to destroy about 10,000 dwellings and damage 100,000 more.
In response to this negative housing supply shock, central and local
government adopted policies to enable more housing. Residential con-
struction quickly rebounded and, between March 2011 and June 2020,
rental affordability in Christchurch improved by 8% compared to 1%
nationally.®

Housing Affordability
Enquiry (2011-2012),
New Zealand Productiv-
ity Commission.

From 2011-2012, the New Zealand Productivity Commission completed
an extensive enquiry into Housing Affordability that lay the groundwork
for a decade of reforms. The final report concluded planning regula-
tions were acting to restrict urban development and reduce housing
affordability, especially in NZ’'s cities. In response, the government ini-
tiated several substantive housing policy reforms.

2016).

Auckland Amalgamation
and Unitary Plan (2010-

In 2010, several local councils in Auckland were amalgamated into one,
covering both the urban area and its rural periphery. From 2013-2016,
the new Auckland Council developed a new planning rule book known
as the Auckland Unitary Plan (AUP), which upzoned around 75% of the
city. Research finds that after the full adoption of the AUP, housing sup-
ply increased significantly while rents fell.

Using Land for Hous-
ing (2014-2016), New
Zealand Productivity
Commission.

After the Housing Affordability Enquiry, the Productivity Commission
turned its attention to land and infrastructure. The resulting report
pointed to the Christchurch rebuild as evidence that policies were re-
stricting urban growth and noted the need to increase the supply of
lower cost housing. Importantly, the report observed that councils
struggle to balance the interests of existing vis-a-vis future residents.

National Policy State-
ment on Urban Devel-

2017).

opment Capacity (2016-

The National Policy Statement on Urban Development Capacity (NPS-
UDC) recognised the national significance of housing was often in ten-
sion with local interests. The NPS-UDC required councils to monitor
housing affordability; provide sufficient land to support housing; and
coordinate infrastructure.

National Policy State-
ment on Urban Devel-

opment (2018-onwards)

The National Policy Statement on Urban Development (NPS-UD)
extended the NPS-UDC with more prescriptive supply-side policies,
e.g., requiring upzoning around centres and rapid transit and remov-
ing minimum parking requirements. The current New Zealand govern-
ment has proposed amendments to strengthen the NPS-UD.




In many respects, the origins of NZ’s
housing policy reforms can be traced

to the Housing Affordability Enquiry

(HAE) undertaken by the NZ Productivity
Commission, for which the final report was
published in 2012.” The HAE report notes:

“There is a concern that real
(inflation-adjusted) house prices in
New Zealand are markedly higher
than they were a decade ago and
that this has been associated

with general declines in housing
affordability and home ownership
rates.”

The report identified many factors that
had contributed to deteriorating housing
affordability in NZ, but reserved especially
pointed criticism for the role of planning
policies (p. 9):

“"The prevailing approach to urban
planning in New Zealand reduces
housing affordability in our faster
growing cities. The widespread
planning preference for increasing
residential density, while at the
same time imposing restrictions

such as minimum lot size and height
restrictions, and limiting greenfield
development, places upward
pressure on house prices across the
board. Constraints on the release of
new residential land create scarcity,
limit housing choice, and increase
house prices.”

Importantly, younger cohorts are a focus of
the commission’s final report.® The report
notes that home ownership rates in NZ
peaked at 75% in the late 1980s before
declining to 65% by 2010. For people

aged 25-34 years, however, the decline
was even more precipitous, with home
ownership rates falling from around 70% to
40% over this period.

The HAE report appears to have
precipitated a rapid change in the types

of housing policies that were deemed
politically acceptable. The dramatic
change in language during this period is
underscored by Figure 1, which shows that
‘housing’ is mentioned two to three times
more frequently in budget speeches from
2013 onwards.®

Figure 1: Budget Speeches by Ministers of Finance 2000 to 2024 — number of times

‘housing’ was mentioned
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=

Research finds a similar step-change in
the use of the term ‘housing crisis’ by
opposition parties in parliament.!® Within
six months of the HAE report, NZ’'s centre-

2016 2020 2024

Source: Author's calculations using data sourced from the NZ Treasury

right government had proposed policy
reforms to expedite approvals and enable
development.!! In an accompanying press
release, the then Minister of Finance




stressed the distributional effects of the
reforms, noting "... today’s announcements
on housing affordability will reduce housing
stress and enable the housing market to
better meet the needs of middle- and low-
income New Zealanders".}?

By linking evidence to policy and
highlighting the regressive distributional
effects of deteriorating housing
affordability, the HAE report — and

the government response it elicited —
appears to represent a turning point in
contemporary housing policy in NZ. In this
context, it is encouraging to see similar
institutions in Australia — like the NSW
Productivity and Equality Commission —
begin to make similar contributions to the
housing discourse.?3

Around the same time as the HAE, housing
policy reforms in NZ appear to have
benefited from two unusual but important
events. First, policies adopted to rebuild
Christchurch after the 2011 earthquake
had started to bear fruit, with building
approvals increasing rapidly.'* Second,

the amalgamation of councils in Auckland
in 2010 created the need for a new set

of planning rules, namely the Auckland
Unitary Plan (AUP), which in turn provided
an opportunity to accelerate upzoning. In a
media announcement, the then Minister of
Housing noted:

"This bill ... confronts the reality

that homeownership rates have
been in decline for a quarter of a
century, that house prices have
soared unsustainably over the past
decade, and that for too many
families, buying or renting a home is
unaffordable. >

Like with the HAE, the distributional effects
of deteriorating housing affordability are
presented as a key motivation for the
proposed policy reforms.

Although the AUP ultimately played

a key role in New Zealand’s housing
reforms, Auckland Council’s original
proposal in 2013 was heavily criticised

for the widespread use of low-density
zoning, especially in central locations
most suited to development.t® Following
lengthy hearings, an independent hearings
panel (IHP) — appointed by central
government — sided with these critics and
recommended Auckland Council amend

the AUP to enable twice as much housing
as they had proposed, most notably by
extending medium-density upzoning to
more locations.t’

While the AUP is now seen as a success,
Auckland’s experience supports the view
that many councils will struggle to adopt
housing policy reforms on their own. In
Auckland, upzoning was achieved only after
concerted pressure from a broad coalition
of central government organisations,
professional institutions, property owners,
and advocacy groups. West (2024) reviews
the contribution of the latter, in which
young people were a critical driving force.®
In Australia, efforts to advance housing
policy reforms would likely benefit from a
similarly broad-based coalition. The recent
establishment of several housing advocacy
groups, apparently underpinned by the
efforts of young people, provides reasons
to be optimistic on this score.

In 2015, the NZ Productivity Commission
again entered the chat with another
important contribution to the housing policy
debate. Its final report from the Using Land
for Housing enquiry (ULHE) reiterated and
expanded on several earlier points (p. 15):

“"Planning systems and land
regulations ... affect the speed and
efficiency with which land is made
available for housing, including
through more intensive use of land
within existing city boundaries.
Constraints on the release of new
residential land and restrictions on
the more intensive use of existing
residential land create scarcity and
have the effect of limiting housing
choice and increasing house prices.

The ULHE report again elicited a response
from the government, which this time
recommended the development of a
National Policy Statement on Urban
Development Capacity (NPS-UDC).2° As
documented in detail in West (2024), the
Productivity Commission’s work on the HAE
and ULHE helped to foster an “evidential
consensus” that housing policy was of
national significance.

In the meantime, building approvals
continued to hit record highs, with the then
Minister of Housing observing, “This is the
longest and strongest period of growth in
residential construction in New Zealand




history ... This is important because supply
is at the core of New Zealand’s challenges
around affordable, social, and emergency
housing”.?* Notwithstanding the positive
news, most of the growth in building
consents at this time was driven by the
Christchurch rebuild.

The NPS-UDC was then published in
October 2016 and sought to broaden the
scope of housing policy reforms by setting
expectations that all councils should assess
feasibility, monitor prices, and provide land
for housing.?? Although the NPS-UDC was
a significant policy milestone, its focus

on monitoring gave rise to concerns that

it was insufficient to compel councils to
change (for a detailed discussion, see p. 7
in West, 2024).

Despite these tangible signs of progress

in New Zealand, the Prime Minister John
Key — who had just the year before been
re-elected for a third term — was widely
criticised in 2015 for suggesting the
country did not have a housing crisis.?324
Given that NZ consistently ranked at the
bottom of the OECD’s housing affordability
indicators, Key’s comments appeared out-
of-step with both the evidence and, as was
increasingly evident, the prevailing public
mood.?>

Indeed, by the time of the general

election in 2017, surveys ranked housing
affordability at the top of the most
important problems facing NZ.2¢ The

rapid shift in public opinion on housing
affordability — even during a period of
sustained reforms and tangible progress —
serves as a warning for federal and state
governments in Australia. Specifically, in

an environment where housing affordability
is deteriorating there are political risks
associated with progressing too slowly

with supply-side housing policy reforms.

As well as losing support, governments
that do not address housing affordability
would seem to risk opening the door to
populist demand-side policies, which can
misdiagnose the root causes of the problem
and cause even more harm.

In 2017, the centre-right government
that had overseen more than five years
of increasingly ambitious and apparently
effective supply-side housing policy
reforms in NZ lost the election to a
resurgent Labour Party. Notably, Labour’s
2017 manifesto did not mention planning

reforms, but it did include a major housing
policy called KiwiBuild, which sought to
subsidise the delivery of 100,000 new
affordable homes. Although surveys
found KiwiBuild was popular with voters,
the program continually struggled to hit
targets and by July 2019 had delivered
fewer than 300 dwellings.?”2® KiwiBuild’s
struggles hint at potential limits on the
effectiveness of government subsidies for
affordable housing, at least at times when
construction activity is already elevated.
This experience may be relevant to the
design and implementation of similar
policies in Australia.

In addition to KiwiBuild, however, the
Labour-led government progressed a broad
program of reforms to housing governance
and policy, including increased investment
in social housing and more financial
support for low-income households.?® In
2018, a Ministry of Housing and Urban
Development was established, for which
the accompanying press release noted:3°

“"Addressing the national housing
crisis is one of the biggest challenges
our Government faces. The new
Ministry will provide the focus and
capability in the public service to
deliver our reform agenda ... Too
many New Zealanders are hurting
because of their housing situation.
Many are locked out of the Kiwi
dream of home ownership. Others
are homeless or suffering the health
effects of poor-quality housing.”

At this time, building consents continued to
soar, with the recently-upzoned Auckland
beginning to take over from Christchurch
as the latter’s rebuild started to taper off.3!
The then Minister of Housing and Urban
Development noted the wider implications
of housing supply for affordability:

“Figures released today show

that wages are rising faster than
house prices ... Today'’s figures are
great news for families locked out
of homeownership and for those
first home buyers currently in the
market. 32

Despite the change in government, media
releases continued to emphasise the
distributional impacts of housing policy
reforms, especially for first home buyers
and families.




NZ’s Labour-led government also
progressed several supply-side housing
policy reforms. Perhaps the most important
of these was replacing the NPS-UDC with

a new National Policy Statement on Urban
Development (NPS-UD), which included
more prescriptive policies, such as the
removal of minimum parking requirements
in urban areas and the requirement to allow
building height limits of at least six storeys
around centres and rapid transit stops.33

After the NPS-UD, the two largest
political parties in parliament — namely
Labour and National — collaborated on
the development of the Medium Density
Residential Standards (MDRS). The MDRS
went further than the NPS-UD by requiring
councils to allow three dwellings of three-
storeys in most urban areas. At the

time of writing, nine urban councils had
already implemented both the NPS-UD
and the MDRS, while another three were
in line to do so,** meaning the take-up of
both measures are only now likely to be
affecting building approvals.

In some respects, the NPS-UDC, NPS-
UD, and MDRS heralds the emergence of
relatively broad-based political support
for supply-side housing policy reforms in
NZ.35 This broad-based support stands in

stark contrast to the more acrimonious
housing discourse in Australia, where the
NSW state government’s proposals to
upzone around rapid transit, for example,
have been opposed by opposition parties
in parliament.3¢ There would seem to be
value in fostering more cross-party political
support for supply-side housing reforms in
Australia.

Prior to winning the 2023 election in NZ,
however, the National Party unexpectedly
retracted support for the MDRS, ostensibly
because it was not suitable for some
councils. Despite this setback, recent
announcements suggest the new National-
led government intends to advance
alternative supply-side housing policy
reforms via amendments to strengthen

the NPS-UD, such as enabling more
housing capacity, automatic triggers for the
application of mixed-use zoning, and the
removal of minimum area requirements for
dwellings and balconies.?”

In short, the rate of housing supply in NZ
has surged to record levels following a raft
of policy reforms extending back for much
of the last decade, which have in turn been
progressed by several governments. Work
to implement and develop further reforms
is ongoing.

The impacts of New Zealand’s housing reforms

This section considers the impacts of New
Zealand’s housing policy reforms by, first,
comparing housing supply in New Zealand
to Australia and, second, by considering
detailed economic studies of the impacts
of policy reforms in two councils, namely
Auckland and Lower Hutt.

A national perspective

To provide a national perspective, Figure
2 compares dwelling approvals per 1000
residents for NZ and Australia in the

period from 2000 to 2024. In this period,

both countries have experienced broadly
comparable rates of population and
income growth.




Figure 2: Dwelling consents / approvals in NZ and Australia, respectively, 2000-2024*

Building consents per 1,000 residents p.a.

Notes to figure: the 2023 and 2024 data is provisional.

Whereas Australia consistently achieved
higher levels of dwelling approvals in

the period from 2000-2018, it has been
surpassed by NZ from 2019-2024. After
a nadir in 2011, dwelling approvals in

NZ have grown steadily to reach their
highest levels in decades. Although they
have fallen from 2022 onwards due

to higher interest rates and increased
construction costs, dwelling approvals

in NZ remain at levels that are above

or around their long run averages.3® In
terms of dwelling composition, multi-unit
dwellings comprised 58% of all dwellings
in NZ in 2023 versus only 18% in 2013. In
2023, the comparable share of multi-unit
dwellings in Australia was 38%.

This growth in dwelling approvals has been
accompanied by a large expansion in the
size of NZ’s construction sector, which now
accounts for 10.7% of employment versus
9.3% in Australia. Indeed, from 2013 to
2023 the number of people employed in
construction in NZ more than doubled, with
average growth rates above 5% pa, while
the number of people in apprenticeships
effectively tripled. Together, this data
suggests the size of NZ’'s construction
sector has quickly scaled up in the wake of
policy reforms.3®

Country
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Source: Author's calculations using data from the ABS and Stats NZ

Both the NPS-UD and MDRS discussed

in the previous section were subject

to detailed economic appraisals. These
appraisals found both policies were likely
to increase housing supply and improve
affordability, with economic benefits that
exceeded their costs by a significant
margin.*® As the NPS-UD and MDRS have
only recently been adopted, they are
unlikely to have affected housing data
presented in this study and are instead
expected to show up in future releases.

Disaggregating data on building approvals
for regional and local councils in NZ reveals
a clear picture: much of the growth in
dwelling consents at the national level has
been driven by the places that adopted
supply-side housing policy reforms,
namely, the Auckland and Canterbury
regions and Lower Hutt, as shown in
Figure 3. To put these trends in context,

in the last 12 months, these three councils
have accounted for around two-thirds of
all building consents issued in NZ, which
is considerably more than their share of
the population (around 48%). In Figure 3,
the black line for the ‘Rest of NZ’ reveals
how almost all the increase in dwelling
approvals in NZ has been driven by
councils that upzoned.




Figure 3: Dwelling consents in upzoned councils versus non-upzoned councils in

NZ 2000-2024*

Area
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Source: Author’s calculations using data from Stats NZ

Notes: some data for 2022-2024 is provisional and may be subject to revisions.

The following sections examine the
upzoning reforms in Auckland and Lower
Hutt in more detail.**

Upzoning case studies
Auckland

A large and rapidly growing body of
economic evidence finds that upzoning

in Auckland has led to increased housing
supply and lower rents (see textbox for

a background to upzoning in Auckland).
Some of the key studies that make up this
body of evidence include:

- Greenaway-McGrevy and Phillips
(2023) compares dwelling consents
in upzoned and non-upzoned areas
of Auckland before and after the
adoption of the AUP in 2016. Their
results suggest the AUP led to an
additional 21,803 consents after five
years, which equates to about 4% of
Auckland’s existing dwelling stock.

Greenaway-McGrevy (2023
compares dwelling consents over
time in Auckland to other cities in

New Zealand that were similar to
Auckland but did not upzone. The
results imply the AUP led to an
additional 43,500 consents after six
years, which equates to about 9% of
Auckland’s existing dwelling stock.

- Greenaway-McGrevy and Jones

(2023) shows the increase in
consents that followed the AUP was
predominantly infill (construction of
new buildings on underutilised or
vacant land in existing urban areas)
or attached housing. Growth was
also concentrated in locations closer
to the city centre, employment
centres, and transportation
networks.

Jones, Greenaway-McGrevy, &

Crow (2024) uses council valuation

records to analyse changes in
Auckland’s housing stock. The
results indicate there were about
598,000 dwellings in Auckland in
February 2024, which is an increase
of about 80,000 units — or 15% —
since the AUP became operative in
November 2016.



https://www.sciencedirect.com/science/article/am/pii/S0094119023000244
https://www.sciencedirect.com/science/article/am/pii/S0094119023000244
https://www.auckland.ac.nz/assets/business/our-research/docs/economic-policy-centre/Working%20paper%2017.pdf
https://www.auckland.ac.nz/assets/business/012WP.pdf
https://www.auckland.ac.nz/assets/business/012WP.pdf
https://www.auckland.ac.nz/assets/business/our-research/docs/economic-policy-centre/urban-and-spatial-economics/Using%20Council%20Valuation%20Records%20to%20Estimate%20Auckland%27s%20Housing%20Stock.pdf
https://www.auckland.ac.nz/assets/business/our-research/docs/economic-policy-centre/urban-and-spatial-economics/Using%20Council%20Valuation%20Records%20to%20Estimate%20Auckland%27s%20Housing%20Stock.pdf

Greenaway-McGrevy (2024
considers the impacts of upzoning
under the AUP on the supply of
social (state) housing. The results
show the share of social housing
grew even faster than the supply
of private dwellings, with the share
associated with social housing more
than tripling from 3% to 10% of all
dwelling consents.

Greenaway-McGrevy and So (2024)
compares rents in Auckland to other
similar cities in New Zealand that
did not upzone. After adjusting for
observable differences in the quality
of housing, the report finds that

— after the adoption of the AUP —
rents in Auckland were 28% lower
than they would have been without

plausible assumptions, results imply
that upzoning led to a 24% increase
in floorspace and a 15-27% fall in
house prices. The magnitude of the
latter finding aligns closely with
Greenaway-McGrevy and So (2024).

Donovan and Maltman (2024)

assesses some of the evidence on
upzoning in Auckland and finds

it is robust to critiques. Notably,
the results show that housing
completions in Auckland have also
hit record highs, closely matching
trends in dwellings consents.

Taken together, these economic studies
provide extremely strong evidence

the AUP led to a significant increase in

housing supply — including private and

public dwellings as well as floorspace
— and a significant reduction in rent.
Moreover, as shown in Figure 4,
these impacts on housing supply and
rents were realised relatively rapidly
following upzoning.

upzoning.

- Greenaway-McGrevy (2024) specifies

an urban economic model and uses
it to analyse the long-run effects
of upzoning in Auckland. Under

Figure 4: Effects of the AUP on housing supply and rents (Source: Greenaway-McGrevy,
2022 and Greenaway and So, 2024)%
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https://www.auckland.ac.nz/assets/business/our-research/docs/economic-policy-centre/Zoning%20Reform%20and%20State-Developed%20Housing%20in%20Auckland.pdf
https://www.auckland.ac.nz/assets/business/our-research/docs/economic-policy-centre/EPC-WP-016.pdf
https://www-sciencedirect-com.vu-nl.idm.oclc.org/science/article/pii/S0166046224000930
https://motu-www.motu.org.nz/wpapers/24_07.pdf
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At the time of writing, Auckland provides
the most well-studied example of major
zoning reforms globally. And, somewhat
fortunately for Australia, it happened right
in our backyard.

Some of Greenaway-McGrevy and

Phillips’ (2023) methods and findings
have been challenged in blog posts by
Cameron Murray and Tim Helm, which
have subsequently been reiterated

by Wellington’s Independent Hearing
Panel and others. However, Murray and
Helm’s comments have been criticised
(see The Spinoff, 2024). Donovan and
Maltman (2024) assess Murray and
Helm’s comments in detail and find them
to be without merit. Instead, Donovan
and Maltman (2024) find the available
evidence shows Auckland’s zoning reforms
contributed to increased rates of housing
consents and completions compared

to other NZ cities that did not upzone.
Moreover, increased housing construction
occurred precisely in the locations that had
been upzoned and of the types of housing,
notably townhouses, which were enabled
by the AUP.

To my knowledge, no authoritative
economist has endorsed Murray and Helm'’s

arguments or disagreed with Donovan and
Maltman. The weight of expert opinion

is indicated by a poll of the New Zealand
Association of Economists (Wesselbaum,
2024) which asked its members whether
“land use restrictions in district plans
reduce housing supply.” Ninety-six per
cent of respondents agreed or strongly
agreed. The Spinoff's (2024) headline
summarises: “Survey shows almost every
economist in NZ disagrees with Wellington’s
housing panel”.

Two conclusions follow from this: First,

the weight of research and expert opinion
overwhelmingly agrees that zoning reforms
increase housing supply and reduce
housing costs and, second, the evidence
on the effects of upzoning in Auckland has
proven to be robust to criticism.



https://www.fresheconomicthinking.com/p/the-auckland-myth-there-is-no-evidence
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwellington.govt.nz%2Fyour-council%2Fplans-policies-and-bylaws%2Fdistrict-plan&data=05%7C02%7Cptulip%40cis.org.au%7Cf3e987c9f0994f0abebd08dd32ada45d%7C6f4b0a9829224a9687e2c8597a98ab99%7C0%7C0%7C638722447609267567%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=JF7LIFW0ZYe438X4AC4usKssWQ7Wi5D1s972xjivLOc%3D&reserved=0
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Background to the AUP

As documented in Greenaway-McGrevy
and Jones (2023), Auckland is the
largest urban region in New Zealand,
with a population of 1.7 million in 2023.
The city is growing relatively fast, with
an average population growth rate of
around 1.9% p.a. since 2001.43

Before 2010, local government in
Auckland comprised seven councils, each
of which was responsible for developing
its own planning policies. After 2010,
however, these seven councils were
amalgamated into a single jurisdiction,
namely Auckland Council. The new
council area covered 4894 square
kilometres, including the metropolitan
area, several towns, populated islands,
and a relatively large rural periphery. It
was tasked with developing a single set
of planning policies for the whole region,
which became known as the AUP.

From 2013-2016, Auckland Council
developed and consulted on the AUP,
which was then considered by an
Independent Hearings Panel, or IHP. In
its final report, the IHP recommended

Lower Hutt

While Auckland Council, somewhat
reluctantly, was muddling its way through
the AUP process, one suburban council in
Wellington, namely Lower Hutt, chose to
upzone of its own accord.**

Lower Hutt forms part of the Wellington
region and, with a resident population of
114,000 in 2023, is currently the sixth
largest council in NZ. As documented in
Maltman and Greenaway-McGrevy (2023),
Lower Hutt has, since 2010, adopted a
series of policy reforms to enable more
housing. In November 2017, Lower Hutt
adopted a major policy change that sought
to enable medium- and high-density
housing in residential areas more widely
across the city.

Using similar methods to those adopted in
Auckland, Maltman and Greenaway-McGrevy
(2023) analyse the effects of these policy
changes on dwelling consents and find:

Auckland Council amend the proposed
AUP to enable more housing. The IHP’s
recommendations were partly informed
by its own analysis of development
feasibility, which was premised on
significantly more conservative
assumptions than those used by the
council.

The current version of the AUP became
operational on 15 November 2016 and
resulted in the introduction of new
residential zones. Table 2 in the Appendix
to Greenaway and Jones (2023)
summarises the policies in each zone,
such as height restrictions. The upzoning
enabled by the AUP is best described

as broad but modest. That is, the AUP
upzoned broadly across about three-
quarters of Auckland’s urban land, but
the increase in allowable development
density was quite modest. Indeed, much
of the urban area continued to be subject
to height limits of three storeys, or less.
This upzoning model likely explains why
the AUP predicted an increase in the
development of townhouses, more so
than apartments.

"... Depending on how potential
displacement effects are accounted
for, the Lower Hutt reforms
increased housing starts across

the wider metropolitan region by
approximately 10 to 18%. We also
present evidence that the upzonings
reduced rents by around 21%
relative to the counterfactual.”

Figure 5 illustrates the effects of zoning
reforms in Lower Hutt on consents (solid
line) compared to what we might have
otherwise expected (dashed line). Like the
studies for Auckland, the authors find that
upzoning had a large and rapid positive
effect on dwelling consents.




Figure 5: Synthetic and actual consents per 1,000 residents for Lower Hutt (Source:

Maltman and Greenaway-McGrevy 2024)
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Lower Hutt also has recently adopted
further upzoning reforms required by NPS-
UD and MDRS provisions, which became
operative in September 2023 — ahead

of any other council in New Zealand. As

such, there would appear to be value in
continuing to monitor housing outcomes in
Lower Hutt to see whether it gets another
boost from this more recent upzoning.

Implications for young people

As the distributional effects of NZ’s housing
reforms for young people have not yet
been the subject of detailed economic
studies, this section presents preliminary
analyses for the purposes of stimulating
discussion — more detailed research is
required to verify these effects.

To begin, Figure 6 plots growth in dwellings
versus growth in the resident population
for the period from 2001-2023, with values
indexed to the beginning of the period. 4°
Areas above the dashed 45-degree line
denote locations where dwellings grew
faster than the population, and vice versa
for locations below the line. Initially, and
unlike the Rest of NZ, we see that dwelling
growth in the Auckland and Canterbury
regions failed to keep up with population
growth.

In both Canterbury and Auckland, however,
dwelling growth increases follow the
adoption of housing policy reforms in 2011
and 2013-16, respectively. The change

is sufficiently strong to quickly outstrip
population growth and move these places
back above the 45-degree line. Further
research would ideally seek to understand
whether these changes have contributed to
smaller average household size, increased
household formation, and/or reduced
crowding.




Figure 6: Dwelling growth versus population growth 2001-2023 [indexed to 2021 values]
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An analysis of upzoning in Auckland also
reveals a change in age demographics.
Figure 7 compares population growth

for people aged 20-34 years and 65+
years versus the extent to which a
neighbourhood (SA2) was upzoned.
Neighbourhoods in Auckland that
experienced little to no upzoning (towards
the left side of the figure) saw higher than

Source: Author's calculations using data from Stats NZ

average growth in people aged 65+ years
and lower than average growth in people
aged 20-34 years. The opposite result is
found for those neighbourhoods in the
highest quintile of upzoning (towards the
right side of the figure), where growth in
the population of people aged 20-34 years
is much higher than average.

Figure 7: Population growth versus upzoning quintile for sub-populations aged 65+ and 20-

34 years in Auckland

Sub-population growth [%]

2

. 65+ years . 20-34 years
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Source: Author's calculations using upzoning data from Greenaway-McGrevy
and Jones (2023) and census data from Stats NZ




Together with other evidence, this
preliminary analysis implies that young
people may have disproportionately
benefited from upzoning. The benefits of
upzoning are, moreover, likely to manifest
over multiple margins, such as more
affordable housing and improved access to
jobs and amenities. The urban economic
literature provides strong evidence on the
productivity benefits of working in cities,
which are especially important for young
people.*6:47

Conclusions

Despite recent notable success, housing
affordability outcomes in NZ remain
extremely poor. According to the OECD'’s
Better Life Index, NZ households on
average spend 26% of their gross adjusted
disposable income on housing, which is the
highest in the OECD, where the average is
20%.4® The comparable figure for Australia
is 19%.%° Given these differences in
affordability, one might ask why Australia
should look to somewhere like NZ for
insights into housing policy?

There are five answers to this question.

First, while housing affordability in NZ
remains relatively poor, the direction of
travel is more positive. Building approvals
for new dwellings in NZ have, since 2021,
exceeded those in Australia for the first
time in recent decades. Similarly, while
house prices in Australia rose by more than
8% in 2023, prices in NZ fell by more than
3%, with a fall of more than 5% recorded
in Auckland.®® Of course, more time is
needed to know whether these recent
changes in relative housing outcomes are
sustained, but even current outcomes
represent a significant change from the
historical trajectories for housing in NZ vis-
a-vis Australia.

Second, because it has faced housing
affordability problems for longer, NZ has
gained significant experience with what
works, both in terms of communication and

For this reason, housing policies that
enable more young people to live in cities,
like those pursued in Auckland and other
parts of NZ over the last decade, could
potentially have significant implications for
the wellbeing and productivity of young
people. Looking forward, there is value in
further research to better understand these
distributional effects.

policy. Notably, the distributional effects of
housing affordability have been prominent
in public communications on policy reforms.
In response to a recent question on whether
house prices should fall, for example, NZ's
current Minister of Housing and Urban
Development replied as follows:>!

"“Yes. We want housing to be more
affordable for New Zealanders.

That is a major work stream for

this government — average house
prices in NZ are too expensive. The
flipside of house prices falling for
people who own homes, is that they
become more affordable for people
who don’t own homes”.

In my view, the sustained emphasis on
the distributional benefits of housing
reforms is likely to reflect not just the
political salience of this messaging but also
the real impacts of deteriorating housing
affordability. Similarly, on the policy front,
NZ's experience highlights the benefits

of supply-side reforms in locations with
high demand. Other well-intended policy
initiatives, such as government subsidies
for affordable housing construction, have
proven less effective.

Third, NZ’'s experience suggests federal
and state governments in Australia need to
assert their legitimate interests in housing
policy. Auckland’s upzoning, for example,
was a stunning success, but it was opposed




by many in the council at the time and
almost did not proceed. More generally,
there is a well-documented political
problem whereby housing has dispersed
benefits but concentrated costs, reducing
incentives for local government to enable
more residences. In NZ, this awareness
has prompted national intervention, such
as the NPS-UD, which essentially seeks

to override local decisions in specific
locations and in specific ways. In my view,
federal and state governments in Australia
have legitimate reasons to override local
interests on housing policy.

Fourth, and notwithstanding the last point,
federal or state government intervention

in local decisions needs to be carefully
targeted. While one must be wary of
reading too much into one decision, the
unravelling of the previously bipartisan
political consensus on the more prescriptive
MDRS in NZ hints at the limits to top-down
reforms. In contrast, there seems to be
broad political support in NZ to strengthen
the NPS-UD provisions on upzoning around
urban centres and public transport, which
are similar to proposals in Sydney and
Melbourne. Policy reforms would thus
ideally recognise that federal and state

governments have a legitimate interest in

housing outcomes, while also seeking to
address the incentives facing local councils.
Notably, NZ's central government has
recently proposed to financially reward
councils for delivering housing. These
payments reflect growing awareness that
local councils bear the costs of growth

— both financially and politically — while
most of the benefits flow to higher levels of
government.>?

Fifth, evidence matters — both evidence
on the effects of housing policies as well

as evidence of public support for housing.
The effects of Auckland’s upzoning, for
example, have been studied in detail

and provided a strong foundation for
subsequent policy reforms. Similarly,
representative surveys have tended to
reveal broad support for housing that

may be sufficient to sway some decision-
makers. For this reason, organisations

that wish to progress housing policy
reforms would be well-advised to invest in
gathering evidence, for example by funding
research and representative public surveys.
Further research into the distributional
effects of upzoning as well as international
comparisons of housing outcomes between
countries would seem to be especially
useful for advancing the discussion.
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New Zealand’s house-building boom has been underpinned by more than a decade of sustained
policy reforms that have sought to streamline approval processes and, most crucially, enable

more housing in the places where people want to live. In this paper, the author reviews New
Zealand’s experience with housing policy reforms, focusing on its implications for young people,
affordability and relevance to Australia. Although Australia achieved consistently higher levels of
dwelling approvals from 2000-2018, it was surpassed by New Zealand in the period from 2019-
2024. In terms of dwelling composition, multi-unit dwellings comprised 58% of all dwellings in New
Zealand in 2023 versus only 18% in 2013. In 2023, the comparable share of multi-unit dwellings in
Australia was 38%.
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