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Much of the focus on the housing crisis has been on a
desire to reduce the cost of supply:

* Public planning system

e Build costs, particularly materials
Less focus has been on managing the dynamics that
incentivise high prices
Two case studies highlight the importance of the latter:

* Planning case — the impact of special housing areas on price
* Building costs — the simple home
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* Housing Accords and Special Housing Areas

IN SELWYN DISTRICT

Act (HASHAA) 2013 ootz
* Short-term intervention to end around 24
2018 X+
* Fast track land release and housing ROLLESTON
development by removing rules to ~ I
consult T v
* February 2016 Housing Accord with Selwyn . aie
District Council - o8 ,NX
* Two SHAs skirting Rolleston: Faringdon s
South (42 ha) and Dryden Trust and Dean B

Geddes Blocks (72 ha)

* 10% of builds to be no more than 75%
median price

* Dryden Trust and Dean Geddes SHA to \
deliver around 840 dwellings by 2018

* Faringdon South 1 to deliver over 511
dwellings (185 low density allotments,

5

‘ Dryden Trust and
Dean Geddes Blocks SHA
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Faringdon South 1 SHA D <
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Rolleston had 666 dwelling sales in 2016

Building? Yes. Because of SHA?

e 369 sales were a second sale in the non-

Very Little. SHA parts of Rolleston.

Dwellings Delivered in Rolleston SHA
and non-SHA Dwelling Areas 2016-2021

 Non-SHA areas there were 259 dwellings
sold for the first time in 2016.

Category 2016 2017 2018 2019 2020 2021 Total

2nd Non-SHA 369 349 379 398 524 579 | 2,598

New Non- 27 percent of
SHA 259 146 135 181 268 53| 1,042 expected SHA

housing was
New SHA 38 106 72 70 79 4 369 . .
delivered in 6 years

2nd SHA 0 0 7 24 39 58 128

Total 666 601 593 673 910 694 | 4,137

Mean and median floor areas of SHA dwellings tended to be
smaller than new builds in the non-SHA areas

Non-SHA areas median lot size of on-sold dwellings - 750m?
New non-SHA median lot size - 576m?

New sales median lot size in SHA area - 438 m? compared to
dwellings on-sold in the SHA area median lot size - 494m?.
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Accumulated 1st Sales 2016-2021 in Rolleston non-SHA
and SHA areas

Descriptive data suggest some
minor price suppression in the
SHA area.
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The hedonic pricing models
confirm this.
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New, market-priced homes
sold in SHAs — slight price
discount around -1.5% and -
3%.
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200

Imposed price discounting
(10% at 75% of the median)
2016 2017 2018 2019 2020 2021 .
 NewNomsHA| 259 sold for a larger discount
e «New SHA 38 144 216 286 365 369 ranging from roughly -7.5% to -
8.5% percent.

Summary of Sale Prices for Non-SHA and SHA for the Period

2016-2021
. . .
Category Mean Median Min Max . ® LA N ) ® PO )
2nd Non-SHA $597,448 $570,000 $260,000 |  $1,600,000 ﬂ_f'\é‘ 'H‘* Mm
(=]
New Non-SHA $551,958 $535,000 $143,478 | $1,275,000 AFFORDABLE HOUSING
FOR GENERATIONS
New SHA 5499,314 $500,000 5399,000 5780,000 Building Better Homes, Towns and Cities
2nd SHA $627,561 $610,000 $423,750 |  $1,107,313 National Sclence Challenge
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The expectation of the Rolleston SHAs was that they would:

Deliver 1,350 dwellings — Over six years they delivered 369 new dwellings with 130 of
those on-sold between 2018 and 2021.

Encourage rapid building — Building in non-SHA areas was more rapid with higher
numbers.

Supress price — This was mild in the region of between 2 percent and 3 percent.

Delivery of 10 percent of new builds at 75 percent of the median house price, a
requirement when the Housing Accord was struck has largely eluded the district.

The SHA area median price over this period was around 93 percent of the median price
and about 90 percent of the average price in non-SHA areas.

A small number of SHA dwellings were sold at 10 percent of the median Rolleston price.

Lower price through diversifying into multi-units — Sales for multi-units all lay outside
the SHA boundaries.
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COMMON ASSUMPTIONS CAN MISLEAD US

The Housing Accords and the Special Housing
Areas were underpinned by two critical
assumptions:

e First, that increasing new builds and
aggregate stock supresses prices and
increases housing affordability.

* Second that there is a direct chain between
house prices, build costs, and public
planning regimes.
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Low-Cost Builds are assumed to

be:

A unicorn

Low-cost building is the
pathway to low and affordable
housing prices
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Starter Home Competition Supreme Winner S3 Architects 2009 and in 2022
— Built 2011 $230,000 (GST excl) construction cost

b (it

Over 160 homes were built subsequently with
build costs lying between $1,600/m? and
$1,700/m?

| : 7 Energy consumption modelled at 26-82kWh/m?
annually depending on place




Price Trajectory of the Starter Home — Sale Prices (2010 and
2011), Valuations (2014-2021) and Estimated Market Price (2023)
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Affordability and the Starter Home

Required mortgage
Year Starter Home Price costs
as a % of MHI
2010 $295,000 39%
2011 $340,000 42%
2014 $435,000 50%
2017 $670,000 63%
2021 $920,000 62%
2023 $865,000 77%

Starter Home Proportion of Median Household Income
(MHI) Required in Mortgage Costs Otara-Papatoetoe 2010
to 2023 (NZ Census, Reserve Bank, Prepared by lan Mitchell,
Livingston Associates Ltd)
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Affordability and the Starter Home
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Build Costs for Modest Homes
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Nominal cost === Real cost

The price of low-cost dwelling nominal and real prices
(excluding section price)
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Chapter 3 prepared by Dr Michael Rehm, Dr William Cheung, lan Mitchell and Dr K. Saville-Smith in
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