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Key points 
New Zealand’s infrastructure gap limits the labour market benefits cities 
provide 

• Cities promote rich and varied labour markets that supply jobs and better income opportunity than 

other locations. 

• It’s not just about jobs. Cities can provide strong social and familial connections and cater for a 

range of leisure activities and consumption of varied goods and services not possible in other 

locations.  

• The infrastructure gap constrains the benefits New Zealand cities can provide. People are only 

prepared to commute so far – an hour is too long for family and leisure time. Housing is 

unaffordable, limiting access to city labour markets for too many. 

Getting right who makes infrastructure decisions could help 

• Infrastructure is long-lived, often with interconnected networks and spillover benefit, creating 

unique characteristics that often make the provision of infrastructure more difficult than other 

goods and services. 

• Not all infrastructure is the same, and differences in the characteristics of infrastructure can have 

strong implications for where infrastructure decisions are best made across local, regional and 

central government. 

• Structural infrastructure, which does not vary much, could best be provided by central government 

if economies of scale are present, while local government is best positioned to provide community 

facilities and place-making infrastructure for local neighbourhoods. 

• The benefits and costs for critical city-shaping infrastructure, such as key transport projects, 

transcend political boundaries of local government, making it challenging for local government to 

deal with the politics and institutional complexity to make progress. 

Without change, expect growing labour markets to exacerbate challenges 
on the fringe of cities 

• Over the past 25 years, New Zealand’s urban footprint has increased about 0.75 percent each year 

– a little less than the rate of growth in the number of New Zealand households.  

• Looking forward, New Zealand’s fast-growing cities should expect higher rates of population 

growth, so growth in the urban footprint will be uneven, and as New Zealand ages, expect 

household growth to outstrip population growth. 

• Growing cities will require additional supporting infrastructure. Even with continued modest 

reduction in land use per household, expect an additional 900 kilometres of urban land to be 

needed at the fringe of New Zealand cities. 

• New Zealand’s labour market areas roughly align with New Zealand’s metropolitan areas, but these 

labour markets do not line up neatly with the boundaries of New Zealand’s local councils and even 

regional councils. An increasing fraction of commuting is now crossing local council boundaries. 

Without change, expect ongoing development at the city fringe and increasing institutional 

complexity over time. 
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Several options could help improve decision making over infrastructure 

• Better align decisions with different tiers of governance. This could mean centralising some 

structural infrastructure like three waters and main roads. City-shaping infrastructure could be 

made at a metropolitan labour market area level but allow for place-making activities at a local 

level of governance, much like Auckland’s wards. 

• One option is to test opportunities for local council amalgamation where the benefits from 

improved city-shaping projects are the highest. These are likely to be metropolitan areas with large 

labour markets that span several local councils.  

• Labour market areas are a useful guide to thinking about where to agglomerate local councils to a 

single urban area. Labour market areas suggest far fewer authorities in fast-growing urban areas 

than the status quo (Auckland excepted). 

• Where aligning political boundaries is not possible, spatial planning could help by first setting out a 

strategy for making land available for transport corridors. However, spatial planning alone will not 

resolve funding of infrastructure that inhibits households reaping the benefits of our cities. 

Leadership from both central and local government is needed. 

• Investing in governance capability will also help. The subsidiarity principle that preserves making 

decisions at the lowest level of centralising can help preserve the ability of local government to 

make decisions and be held accountable for those decisions, enhancing the legitimacy of 

government. 
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1. Overview 
Lack of coordination across institutions contributing to the infrastructure gap  

New Zealand’s infrastructure gap has constrained economic growth and reduced wellbeing for New 

Zealanders.1 Drivers of the infrastructure gap include: 2 

• local government funding constraints 

• skill shortages within specific industries  

• a lack of evidence-based decision making 

• a lack of capability in central and local government procurement. 

Outside of this environment, institutional coordination – both between delivery organisations and across 

different layers of government –is frequently raised as an impediment to infrastructure delivery. As a result, 

decisions within and across central and local government are not generally well integrated,3 reducing 

infrastructure investment relative to what is needed. 

Not unexpected – benefits of labour markets stimulate growth at the edges of cities 

The lack of coordination is not unexpected. A large fraction of New Zealand’s urban growth has been the 

expansion of metropolitan areas that transcend historical local council boundaries.  

Labour markets provide a natural pull for people to live within metropolitan areas. The benefits of deep 

labour markets that include specialisation generally associated with higher incomes for workers and lower 

costs for businesses provide a strong attractor. Cities also provide strong consumption benefits, including 

cultural ties and being close to families, that other locations struggle to provide.4 

Of course, there are factors that push people away from growing metropolitan areas – chiefly, a lack of 

affordable housing and increasing congestion when people access transport networks. 

That provides a primary role for both land use regulation and infrastructure provision – maintaining mobility 

as metropolitan areas grow to reduce the costs of city growth while allowing more people to reap the 

benefits.5 Transport infrastructure is critical to maintaining mobility, so institutional structures that act to 

crimp infrastructure investment undermine the benefits of New Zealand metropolitan areas. 

Historical experience also suggests that cities decentralise as they grow, reducing density over time.6 This 

implies the need to make room for infrastructure needed for growing cities, including the preservation of 

land for transport infrastructure and open spaces.  

Moreover, cities are increasingly polycentric, so transport strategies need to encompass a greater range of 

trips rather than simply managing commuter flows in and out of the CBD.7 This is difficult since polycentric 

 

 

1 See the recent surveys of New Zealand by both the OECD (2019) and International Monetary Fund (2021). 
2 The Treasury, 2018. 
3 The Treasury (2018) identifies the problem of a lack of integrated investment decisions. 
4 See Glaeser (2007) and Schiff (2015) who emphasise how cities are expanding the choice of consumption goods. 
5 Bertaud (2018) stresses preservation of mobility as a key role for planners. 
6 Angel, 2012. 
7 Angel & Blei, 2016. 

https://www.researchgate.net/scientific-contributions/Shlomo-Angel-81798164?_sg%5B0%5D=2cXGaTm5xZQtGvP6xfEE-2xouIfLnYe7r6knpcs4-97aIY9laVLO1dansuYeAtQzI4HUAqM.u6lyZkq4iv_bel1s-LgFeArB7cuQqj5FvUi5ZEFOc5kSw-s3KI2MXB99OKfVAUvGE-an6ERaVukC7SybuuKgDw&_sg%5B1%5D=gSA2GmtE8Vp2VD16R-IgIroUwJ6mLHidxYhNWD9ubMqB9wNtfQ2dFWD8xxFLXLn0Oi-7tRg._dGPKkKJyR5uc53BFfmC-sJbrJ81MlK-FIIMR01I6iOlHKfI-UadsK_AtIyKsyJdZLUJPtfRdZxIJ-U_oEU-0Q
https://www.researchgate.net/scientific-contributions/Alejandro-Blei-2054032684?_sg%5B0%5D=2cXGaTm5xZQtGvP6xfEE-2xouIfLnYe7r6knpcs4-97aIY9laVLO1dansuYeAtQzI4HUAqM.u6lyZkq4iv_bel1s-LgFeArB7cuQqj5FvUi5ZEFOc5kSw-s3KI2MXB99OKfVAUvGE-an6ERaVukC7SybuuKgDw&_sg%5B1%5D=gSA2GmtE8Vp2VD16R-IgIroUwJ6mLHidxYhNWD9ubMqB9wNtfQ2dFWD8xxFLXLn0Oi-7tRg._dGPKkKJyR5uc53BFfmC-sJbrJ81MlK-FIIMR01I6iOlHKfI-UadsK_AtIyKsyJdZLUJPtfRdZxIJ-U_oEU-0Q
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cities have standard collective action problems as local costs and benefits of infrastructure provision are 

asymmetrical.8 

We test this proposition and map New Zealand’s growth in urban land since 1996. We find urban land has 

grown from population growth, a decrease in household size and shifting regional populations. Land use per 

household has reduced the need to provide urban land. 

Auckland aside, political boundaries are not well aligned to deal with growth 

While New Zealand’s expanding metropolitan labour markets continue to expand outwards, institutional 

boundaries are generally more rigid, so labour markets are intersecting with multiple institutions.  

Local councils are in the middle – cash-strapped but increasingly asking residents to fund infrastructure that 

is used by non-residents, a classic free-rider problem. Infrastructure spending is not well integrated.9 We 

map New Zealand’s labour markets and show that, outside of Auckland, most metropolitan labour market 

areas span several local councils. 

We measure the institutional complexity of a range of core infrastructure but use Census data to measure 

the number of trips between territorial authorities (TAs) to quantify institutional complexity alongside other 

measures. Of course, the Auckland amalgamation in 2010 has a large impact on the data. Outside Auckland, 

we find that inter-TA trips are on the rise relative to work trips within traditional TA boundaries. Institutional 

complexity is increasing. 

These are the fast-growing tier 1 shared urban areas that have higher thresholds for enabling growth by 

local councils. However, these are the areas that, outside Auckland, appear fragmented in terms of political 

boundaries. The tier 1 cities with associated local governance bodies are: 

• Auckland (Auckland Council) 

• Christchurch (Canterbury Regional Council, Christchurch City Council, Selwyn District Council 

and Waimakariri District Council) 

• Wellington (Wellington Regional Council, Wellington City Council, Porirua City Council, Hutt 

City Council, Upper Hutt City Council and Kapiti Coast District Council) 

• Tauranga (Bay of Plenty Regional Council, Tauranga City Council and Western Bay of Plenty 

District Council) 

• Hamilton (Waikato Regional Council, Hamilton City Council, Waikato District Council and 

Waipa District Council). 

  

 

 

8 Olsson & Cars, 2011. 
9 The impact of institutional complexity on infrastructure provision is not new. See, for example, Buzbee (1999). 
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2. How decision-making structures could 
respond to growing labour markets 

Infrastructure comes in different flavours 

Key features of infrastructure that enable provision of services make infrastructure fundamentally different 

from other consumption goods and services,10 but these features also affect how infrastructure should be 

determined.  

Usefully, the Productivity Commission defines a typology of infrastructure:11 

• Strategic or city-shaping infrastructure – a limited set of transport infrastructure that can change 

mobility of urban areas. 

• Structural or trunk infrastructure that includes main roads and three waters assets that progress in 

step with rather than stimulating urban growth. 

• Follower infrastructure that provides services to a neighbourhood once city shaping and structural 

infrastructure is in place – includes suburban streets, lighting and community facilities. 

This typology provides guidance for how to structure government from an infrastructure perspective and 

identify the most appropriate scale of governance – from local to metropolitan or regional governance to 

central government – for infrastructure decisions.  

Governance clearly matters for infrastructure provision. Several researchers note the poor outcomes 

(including white elephants projects) that have accrued from poor regional governance in European 

regions.12 No doubt, these regional governments are in effect far larger than the scale of regional 

governance in New Zealand. Other researchers qualitatively assess the quality of governance for 172 regions 

in Europe and find governance quality is not closely related to either population (many Scandinavian 

countries have small population but high quality of government) or geographic scale.13 

Meeting the infrastructure needs of New Zealanders is complex. No single model is likely to prevail for all 

infrastructure decisions. Indeed, the literature is far from settled on the circumstances that favour more 

decisions taken by local government relative to allocation of decision-making powers to regional and central 

governments.14 

 

 

10 New Zealand Infrastructure Commission, 2021. 
11 New Zealand Productivity Commission, 2017. These categories are not always neatly defined. For instance, some state 

highways in urban areas, such as traffic through the Mount Victoria Tunnel (on SH1), serve an intra-regional transport 

function, and local road networks, such as New York City’s grid, have been city shaping in the past. 
12 Crescenzi, Di Cataldo & Rodríguez-Pose, 2016. 
13 Charron, Dijkstra & Lapuente, 2014. 
14 Ostrom, Tiebout and Warren (1961) and Ostrom and Ostrom 1965 argue against knee-jerk assumptions that larger 

governance institutions are better through economies of scale. Local government may also be too big from a governance 

perspective. Harre (2018) argues in favour of hyperlocalism to address New Zealand’s housing crisis. 
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This is perhaps not that surprising. The institutional environment and context for decision making on 

infrastructure investment matters.15 Context will also determine the relative gains, if any, from adopting 

alternative governance structures such as economies of scale  

Trade-offs across different decision-making models 

The context for the type of infrastructure decisions that predominate also matters.  

One of the key trade-offs across the hierarchy of decision-making rests on achieving economies of scale 

from moving from local to more aggregated central government decision making. These benefits accrue 

from cost savings. But since smaller governments are generally considered to be better at allocative 

efficiency, that is, matching outputs to the preferences of the local community (Figure 1), the benefits of any 

economies of scale need to be considered relative to benefits of allocative efficiency. 

FIGURE 1 COST SAVING ECONOMIES OF SCALE VS BENEFITS OF ALLOCATIVE EFFICIENCY 

  

 

 

15 Henisz (2002) stresses the importance of the political context that limits or enables policy change as a critical 

determinant of the scale of investment in infrastructure. 
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How much centralisation of infrastructure decisions? 

Trade-offs will vary across time and place.16 Rather than propose a fixed set of rules for every case, instead 

we offer a set of principles about the appropriate scale of government for different types of infrastructure: 

• Democratic legitimacy 

Policy makers should have the autonomy to make policy decisions that influence outcomes and be 

able to be held to account for outcomes.  

Legitimacy enhances the role of government at all levels. 

• The subsidiarity principle  

Decisions should be taken at the lowest level of government that can reasonably carry this out 

since more is at stake for decision makers and to prevent larger institutions undermining smaller 

ones. 

The principle limits the extent that taxes can be exerted over individuals and helps local forms of 

government develop capacity.17 

• Spatial distribution of costs and benefits  

Infrastructure decisions should be contained within the jurisdiction of the level of governance.  

One of the key features of infrastructure is the spillover benefits it can create for communities.18 

Decision-making bodies should be formed to internalise these cost benefits as far as practical. 

• Efficiency principle 

Decisions should be made at the level that has the capacity and information on local needs to carry 

out the task. This is allocative efficiency.19 

Government should also have the capacity and scale, including economies of scope, to reasonably 

make and implement decisions.  

  

 

 

16 Much of the literature on water infrastructure finds economies of scale (for example Worthington & Higgs, 2014) but 

the location matters – higher-density areas are more likely (Bottasso & Conti, 2009), private versus public infrastructure is 

important (Carvalho, Marques & Berg, 2012) as is the ability of firms to provide other infrastructure (Pollitt & Steer, 2012). 
17 Gussen (2014) elaborates on the origins and principle of subsidiarity. 
18 The spillover benefits of infrastructure are raised by the Infrastructure Commission, which notes: “a new road or a 

passenger transport service can make an existing road quieter or busier. It may also make it quicker to get to a hospital or 

to work. These wider impacts may have important implications for who benefits from infrastructure, and consequently 

choices about who should pay.” (New Zealand Infrastructure Commission, 2021, p. 33) 
19 Webster (2005) notes: “The greater the spatial scale of planning, the greater the information handicap it faces.” (p. 458) 
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• Variation in outcomes and local preferences 

This principle relates to allocative efficiency. When local variability in outcomes is high or 

preferences vary locally, local decision making is likely to lead to better infrastructure decisions. 

Conversely, if the infrastructure has similar characteristics and preferences do not vary, economies 

of scale suggest making decisions at a higher level of government is appropriate. 

We apply these principles to the three types of infrastructure identified by the Productivity Commission to 

make guidance on the likely appropriate level of governance for infrastructure decision making only. Rather 

than provide strong recommendations on what should be, our goal is smaller – identifying areas of 

infrastructure decisions that might be improved. 

Specific environments and context will drive broader choices that inevitably entail trade-offs. A world where 

each individual infrastructure decision or regulatory function comes with a unique governance structure 

would simply be too complex. Figure 2 presents our high-level guidance with respect to the three types of 

infrastructure.  

FIGURE 2 SOME GOVERNANCE STRUCTURES SUIT TYPES OF INFRASTRUCTURE BETTER THAN OTHERS 

 

 

Local governments have many roles, including land use regulation, place making and enabling 

infrastructure. Applying our principles of good-practice governance to the three types of infrastructure 

suggests several findings. 

First, some forms of governance are better suited to some types of infrastructure than others. Structural 

infrastructure, where there might be expected to be less variation in local needs and potential gains from 
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exploiting economies of scale, is best provided at a national level. Conversely, follower infrastructure that 

spans community facilities, social infrastructure and suburb-level street design and lighting is likely best 

carried out by local government. Local government is best placed to provide allocative efficiency by knowing 

more about the preferences of the local community and holding more local information than central 

government. 

Second, legitimacy matters. Democracy works best when governments have the power to make decisions 

but are able to be held accountable. Governance that is too centralised risks losing legitimacy and the 

backing for infrastructure decisions. This suggests central government will generally perform poorly for 

follower and strategic infrastructure. 

Third, the spatial distribution of costs and benefits is critical. This makes local government a poor choice for 

city-shaping infrastructure projects that span political boundaries of local government. Reconciling the 

politics of who benefits and who wins gets in the way of progress. 

Finally, no single governance structure works best for all types of infrastructure – let alone the other 

functions governments provide. Expect compromises and to use a variety of governance forms.  

3. Cities are primarily labour markets 

Choices of firms and households determines city shape  

Choices firms and households make about where to locate and within which cities drive New Zealand’s 

urban footprint. People respond not just to financial incentives but other incentives that include amenities in 

a specific location and social factors motivating households’ choice of where to live.  

Glaeser (2008) uses that simple framework to think about the key drivers of urban growth. His framework 

describes pull factors such as income and amenity that encourage people to move to a particular location 

(or city) and push factors such as increased commute times and poor housing affordability that reduce the 

benefit of residing in that location.  

Households and firms move, seeking to make the most of income and amenity while minimising housing 

costs and commute times.  

This process drives the shape of the city. Areas with high housing costs are traded off for low commute 

times. Highly desired locations with local amenities are also associated with higher housing costs. People 

prefer locations that provide high incomes and amenity (not just parks and open space, but opportunities 

with friends and family networks) and are prepared to wear the costs of higher housing costs and longer 

commute times to reap these benefits. 

Income and labour markets 

One of the key benefits of cities is the labour market opportunities that provide better work opportunities 

and higher incomes to residents. Locating close to a larger pool of firms increases the number of potential 

jobs. For firms, locating close to households means a larger number of potential applicants. These factors 

both increase the likelihood of a good match between firms and applicants.  

The additional opportunities provided by cities increase specialisation. For example, rather than operating as 

engineers, specialisation allows engineers to operate as civil engineers who in turn can specialise on 

constructing commercial buildings or building roads. This helps raise the productivity of each worker, 

allowing workers to reap a higher return for their labour. Without sufficient scale provided by cities, such 

specialisation is difficult.  
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Cities also deliver what economists call agglomeration benefits – the return from the knowledge transfer 

that occurs when workers interact in spaces facilitated by the close connections provided by cities. 

Specialisation and agglomeration effects make workers more productive in cities, increasing returns to firms 

and increasing wages and incomes.20 

The New Zealand Productivity Commission captures how well-functioning cities behave: 

“When cities function well, they provide greater access to and choices of housing, and better protection 

of the natural environment and cultural values. They also provide greater choices of employment and 

higher wages, a wider pool of labour for firms, and more opportunities for specialisation, innovation, 

and easier transfer of ideas – the engine of economic prosperity.”21 

Amenity 

Cities are not just about labour markets.22 Preferences matter and can create amenity value that attracts 

people to cities.23 People have different preferences for different goods and services – some people like 

going out for dinner, others prefer listening to live music. This diversity of preferences is supported by cities 

with sufficient populations to sustain niche consumption. Travelling to gain access to niche goods and 

consumption is the alternative, and driving times have been used to assess the utility of the variety of 

consumption options provided by cities.24  

Bertaud (2018) points out the need for provision of open space. Open space and public space provide 

amenity value.25 Open space and corridors that preserve space of infrastructure will not typically be provided 

by the market. 

Mobility and commuting costs 

Mobility increases the size of the labour market, deepening and expanding the number of connections that 

provide incomes and opportunities to both firms and workers. Historically, transport developments including 

the car and the train have spurred city growth by providing additional labour market opportunities within 

reach of housing. 

Commuting costs – the flip side of mobility – reduce the size of the labour market. People want a commute 

short enough to support leisure and family activities at the end of the workday, so commuting time limits 

the size of the labour market and the city. This provides a key task for planning – maintaining mobility both 

into and across the city as congestion reduces the opportunities for residents to participate in labour 

markets and increases costs for residents attached to the city labour market, so one of the key roles for 

planning is to maintain and enhance mobility as the city grows.  

Since much planning occurs for and within local councils, coordinating on infrastructure that transcends 

local council boundaries is challenging. Moreover, outside of Auckland where local councils have 

 

 

20 See Maré and Graham (2013) for New Zealand estimates. 
21 New Zealand Productivity Commission, 2017, p. 10. 
22 Nor does Bertaud (2018) make that argument – rather, “without the opportunities provided by deep labour markets 

there simply is no city”.  
23 Tabuchi and Yoshida (2000) distinguish agglomeration in production from agglomeration from consumption. 
24 Glaeser, Kolko & Saiz, 2000; Schiff, 2015; Ahlfeldt & Pietrostefani, 2019. 
25 See Brander and Koetse (2011) and Allpress, Balderston and Nunns (2016) for estimates for Auckland City. 
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amalgamated, commuting between local councils are increasing over time. Figure 3 shows the increases in 

flows between 2001 and 2018, including the pre-amalgamation councils for comparison. 

FIGURE 3 FAST-GROWING URBAN AREAS SHOW INCREASING CROSS-COUNCIL COMMUTING FLOWS 

We extend the analysis and show the flows for councils in the Greater Wellington region in Figure 4. 4 shows 

about 1 in 5 commutes in the Wellington region were between councils in 2001, but in 2018, about 1 in 3 

commutes were between local councils. The costs and benefits of infrastructure for these city-shaping 

transport infrastructure projects that serve these commuting patterns fall across local councils.  

We argue that the governance structure for city-shaping infrastructure is increasingly stretched by 

institutional complexity that makes it hard for local government when costs and benefits of specific projects 

reach across political boundaries.26 We now test whether urban land use is growing (section 4) and examine 

if institutional complexity is increasing (section 5).  

 

 

26 Butt, Kroen, Steele and Dühr (2020) make the case for increasing coordination and effective metropolitan governance 

structures in Australia. O’Brien and Pike (2015) discuss the importance of governance of infrastructure financing in the UK 

context. Crain and Oakley 2005 show the role political institutions can play in the size of government investment in public 

infrastructure for the US. 
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FIGURE 4 WELLINGTON REGION COMMUTING IS INCREASINGLY ACROSS COUNCIL BORDERS 

2001  Destination   

Origin HDC KCDC PCC UHCC HCC WCC MDC CDC SWDC Total   

Horowhenua  7,599 225       36          

Kapiti Coast  159 7,389 471 42 348 1,755          

Porirua City   105 6,336 27 870 5,277          

Upper Hutt      123 6,618 2,664 2,151          

Lower Hutt      192 591 17,847 6,666          

Wellington    24 1,440 36 2,964 51,306          

Masterton          6 66 6,828 570 51    

Carterton        18 27 93 588 1,530 180    

South Wairarapa        48 51 159 117 81 1,260    

In TA commutes 7,599 7,389 6,336 6,618 17,847 51,306 6,828 1,260 1,530 106,713  

Out of TA 159 354 2,226 762 6,930 16,203 705 231 651 28,221  

Total  7,758 7,743 8,562 7,380 24,777 67,509 7,533 1,491 2,181 134,934 20.9% 

                      

2018 Destination   

Origin HDC KCDC PCC UHCC HCC WCC MDC CDC SWDC Total   

Horowhenua  6,180 843 42 0 0 213       

Kapiti Coast  192 8,622 777 30 480 2,934       

Porirua City  150 5,979 282 1,185 7,551       

Upper Hutt    711 5,718 3,537 4,347       

Lower Hutt    1,269 1,794 20,382 9,015       

Wellington    1,758 414 7,614 53,241       

Masterton       252 5,559 1,362 273    

Carterton     6 21 162 1,338 513 234    

South Wairarapa     48 183 726 297 177 708    

In TA commutes 6,180 8,622 5,979 5,718 20,382 53,241 5,559 513 708 106,902  

Out of TA 192 993 4,557 2,574 13,020 25,200 1,635 1,539 507 50,217  

Total  6,372 9,615 10,536 8,292 33,402 78,441 7,194 2,052 1,215 157,119 32.0% 

4. Growing cities demand urban land  

The determinants of urban expansion 
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Many factors help determine the growth of urban land that requires new infrastructure. Population growth, 

ageing populations, rates of household formation and migration decisions all help determine where land is 

needed. In turn, infrastructure needs to be provided for urban land to be used for residential or business 

purposes.  

Urban growth alone does not increase complexity of decision making over city-shaping infrastructure. 

Labour market areas are growing. Outside of Auckland, increasing numbers of people reside in one local 

council and commute to work in a different local council. That means the benefits of metropolitan 

infrastructure projects fall across local councils, increasing coordination problems as cities grow. We first 

show the footprints of New Zealand cities that are growing before looking at labour market areas. 

We show the factors that have helped determine growth in cities before turning to understand potential 

future demand. We decompose historical growth in urban land use using the working of Overman, Puga and 

Turner (2008) that we describe in Box A.  

This decomposition ascribes growth in urban land to five factors of: 

• population growth at a national level 

• a population ‘pivot’ that reflects migration to areas with different residential land use 

• changes in household size at the regional level  

• changing intensity of land use by each household 

• an interaction term that captures interactions between these effects. 

Before we can assess the drivers of urban land use, we first need to define the urban footprint. Several 

options are available. A variety of measures have been used to define urban areas including: 27 

• labour markets 

• travel times  

• commuting patterns  

• minimum population and population density 

• identifying building structures using satellite imagery. 

Rather than construct estimates of land use from scratch, we use Landcare’s Land Cover Database (version 

5.0),28 which tracks land use change between 1996 and 2018 using satellite imagery. The map is primarily 

used to track changes in land use associated with farmland and forestry but provides a useful measure of 

settlements that we can use to track change in urban land.  

Box A: The determinants of land use growth  

 

 

27 See for example the approach using labour markets in Demographia (2020), Jacques and El-Geneidy (2014) on travel 

times, Stats NZ (2021) on commuting patterns and Overman et al. (2008) and Pesaresi et al. (2008) on using satellite 

imagery. 
28 https://lris.scinfo.org.nz/layer/104400-lcdb-v50-land-cover-database-version-50-mainland-new-zealand/  

https://lris.scinfo.org.nz/layer/104400-lcdb-v50-land-cover-database-version-50-mainland-new-zealand/
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Rather than estimate regressions we use identities that can break down the determinants of growth in land 

use into key elements. We follow a particular decomposition used by US researchers that focuses on 

population growth, regional population growth, change in household size and land use per household. 

The decomposition is formally derived as: 

𝐿𝑁𝑍
2018 − 𝐿𝑁𝑍

1996 = ∑
𝑃𝑁𝑍

2018−𝑃𝑁𝑍
1996 

𝑃𝑁𝑍
1996𝑅=𝑁𝑍 𝑃𝑅

1996𝑙𝑅
1996} Contribution of NZ population change 

+ ∑ (
𝑃𝑅

2018−𝑃𝑅
1996 

𝑃𝑅
1996 −

𝑃𝑁𝑍
2018−𝑃𝑁𝑍

1996 

𝑃𝑁𝑍
1996 ) 𝑃𝑅

1996𝑙𝑅
1996

𝑅=𝑁𝑍 } Contribution of regional population  

+∑ 𝑃𝑅
1996

𝑅=𝑁𝑍 ℎ𝑅
1996(𝑟𝑅

2018 − 𝑟𝑅
1996)} Contribution of changes in household size 

+∑ 𝑃𝑅
2018(𝑅=𝑁𝑍 ℎ𝑅

2018 − ℎ𝑅
1996)𝑟𝑅

1996} Contribution of change in land use intensity 

+∑ 𝑃𝑅
1996(𝑅=𝑁𝑍 ℎ𝑅

2018 − ℎ𝑅
1996)(𝑟𝑅

2018 − 𝑟𝑅
1996)} Interactions 

+∑ 𝑃𝑅
1996(𝑅=𝑁𝑍 𝑃𝑅

2018 − 𝑃𝑅
1996)(𝑙𝑅

2018 − 𝑙𝑅
1996)} Interactions 

so that the change in urban land use between 2018 and 1996 can be broken down in a range of drivers 

analytically.  

Figure 5 shows the key data inputs we use to implement the decomposition. In the 22 years between 1996 

and 2018, New Zealand’s urban land footprint grew 0.75 percent each year – a little less than the growth in 

the population (1.14 percent) and households (1.24 percent). House prices (using Core Logic’s house price 

index) increased 6.13 percent each year, doubling every 10 and a half years. 

FIGURE 5 FROM 1996 TO 2018 GROWTH IN LAND USE LARGELY MIRRORS POPULATION GROWTH  

Compound annual growth rate, percent 
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Population determining urban land with some offsets 

Figure 6 shows the results of our decomposition. Population growth alone drives demand for 292 extra 

kilometres of build land with associated infrastructure. Increasing household size requires an additional 79.6 

kilometres of urban area.  

FIGURE 6 POPULATION AND HOUSEHOLD GROWTH DRIVING LAND GROWTH 

Drivers of land use growth between 1996 and 2018, square kilometres 

Offsetting part of the demand for land is a reduction in the land used per household. Without the reductions 

in land use at the household level, the increase in the urban footprint over the period would be 50–60 

percent higher. 

Figure 6 also shows the impact of regional population movements. Over the period, New Zealanders moved 

to regions with smaller land footprints, so regional population growth reduced demand for urban land a 

little. Interactions between these effects further reduces urban land demand (see Box A for details), so 304 

kilometres of new land used for built settlements was required.  

This new urban land that is required matters since new infrastructure is needed to service the additional built 

environment. The Land Cover Database data suggests land specifically for transport infrastructure grew 

about 16 percent over the period – a little less than the increase in urban land over the same period and 

lower than the growth observed for population and households.  
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A closer look at regional urban land growth 

The decomposition also allows insight on where urban land growth has been strongest and why. Figure 7 

shows the breakdown for Auckland. The impact on urban land growth from strong regional migration to 

Auckland has almost been entirely offset by lower land use per household within Auckland. Unlike other 

regions, household size has been increasing, reducing urban land use at the margin. 

FIGURE 7 LOWER LAND USE PER HOUSEHOLD OFFSETS DOMESTIC MIGRATION TO AUCKLAND  

Drivers of land use growth between 1996 and 2018, square kilometres 

We then summarise the experience of each local council in Figure 8. The second column shows the extra 

urban land required for each council due to New Zealand’s increasing population, and the third column 

shows the impact of increasing household size. The fourth column shows the impact of regional population 

growth – councils with above-average population growth required additional urban land. The fifth column 

captures the interactions from Box A, and the last column shows total growth in urban area for each council 

from 1996 to 2018.  

Auckland accounts for about one-quarter of the growth in New Zealand’s urban land. Tauranga, 

Christchurch and Selwyn District also show notable increasing in urban land over the period. Only Auckland 

shows a marked decrease in land use from an increasing household size (Hamilton’s city size declines 

slightly – half a square kilometre – from this effect). New Zealand tier 1 cities account for the lion’s share of 

growth in urban land. 
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FIGURE 8 REGIONAL URBAN LAND GROWTH DRIVEN BY A VARIETY OF FACTORS 

Council 

New Zealand  

population 

Household  

size 

Land per  

household 

Regional  

population Interactions 

Land  

growth 

New Zealand 492.4 79.6 -175.5 -12.1 -80.2 304.3 

Auckland 117.4 -13.3 -65.5 65.8 -31.8 72.6 

Tauranga City 12.6 -0.7 -8.4 20.6 -6.6 17.6 

Christchurch City 41.2 3.0 -6.3 -16.3 -0.7 20.9 

Selwyn District 4.4 1.1 0.1 17.4 1.8 24.8 

Queenstown-Lakes District 4.3 3.8 -3.4 10.4 -1.2 13.8 

Waikato District 14.5 0.8 -18.6 33.2 -17.2 12.7 

Nelson City 5.3 1.4 -0.5 -1.4 0.1 5.0 

Waimakariri District 6.3 0.7 -7.8 12.5 -6.5 5.2 

Waipa District 13.2 4.6 -10.1 2.8 -3.2 7.3 

Hamilton City 14.2 -0.5 -6.6 9.7 -3.3 13.5 

Far North District 6.8 3.0 -0.2 -3.4 0.4 6.7 

Whangarei District 9.3 0.7 -3.8 2.3 -1.2 7.4 

Palmerston North City 9.3 1.6 -3.1 -4.1 -0.4 3.2 

Tasman District 4.9 1.3 1.7 0.4 1.1 9.3 

Wellington City 4.0 0.1 1.7 -0.2 0.5 6.1 

Dunedin City 14.3 3.5 -3.0 -11.5 -0.2 3.0 

Napier City 7.0 0.8 -2.3 -3.3 -0.3 1.9 

Western Bay of Plenty District 1.6 0.1 -1.1 0.9 -0.5 1.0 

Kapiti Coast District 6.5 0.7 -5.0 2.4 -1.9 2.7 

Upper Hutt City 4.4 0.6 -1.9 -1.3 -0.3 1.5 

Rotorua District 10.6 4.1 -3.0 -9.0 -0.3 2.3 

New Plymouth District 8.9 1.6 -1.2 -3.1 0.0 6.1 

Thames-Coromandel District 7.1 4.5 -1.5 -5.1 -0.1 4.9 

Hastings District 7.7 -0.1 -1.3 -1.6 -0.3 4.4 

Taupo District 7.4 4.9 -0.9 -4.8 0.2 6.9 

Lower Hutt City 10.5 0.0 -2.8 -7.0 -0.3 0.5 

Ashburton District 4.9 0.3 -2.5 0.8 -0.8 2.8 

Central Otago District 3.2 1.1 -1.9 1.4 -0.6 3.1 

Marlborough District 5.9 2.7 -1.7 -2.2 -0.1 4.6 

Porirua City 6.2 1.0 -2.5 -1.4 -0.5 2.8 

Hauraki District 3.1 1.2 -1.8 -1.3 -0.3 0.8 

Manawatu District 3.1 0.7 -0.4 -2.2 0.0 1.2 
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Council 

New Zealand  

population 

Household  

size 

Land per  

household 

Regional  

population Interactions 

Land  

growth 

Hurunui District 1.6 0.7 -0.2 -0.2 0.1 1.9 

Wanganui District 14.8 3.9 2.2 -18.4 -0.3 2.2 

Matamata-Piako District 4.1 0.8 -0.6 -1.8 0.0 2.5 

Clutha District 3.4 1.2 -0.3 -3.8 -0.1 0.4 

South Wairarapa District 1.3 0.3 -0.2 -0.4 0.0 1.0 

Kaipara District 2.6 0.8 -1.5 0.2 -0.4 1.6 

Waitaki District 4.2 1.4 -0.6 -4.2 -0.1 0.8 

Invercargill City 8.3 2.2 -1.4 -7.8 -0.1 1.2 

Masterton District 3.1 0.8 -0.9 -1.9 -0.1 1.0 

Timaru District 6.8 1.8 -1.7 -4.9 -0.1 1.8 

South Waikato District 4.1 0.8 0.1 -4.5 0.0 0.5 

Gisborne District 6.3 1.1 -0.8 -5.5 0.0 1.1 

Gore District 2.2 0.7 -0.2 -2.5 0.0 0.2 

Kaikoura District 0.7 0.4 0.0 -0.7 0.0 0.4 

Waimate District 1.2 0.5 0.1 -1.1 0.0 0.7 

Whakatane District 6.0 1.3 -1.6 -4.5 -0.1 0.9 

Mackenzie District 1.2 1.8 -0.3 -1.8 -0.3 0.7 

Rangitikei District 2.2 0.7 0.2 -2.9 -0.1 0.1 

Opotiki District 0.9 0.3 0.2 -1.1 0.0 0.4 

Otorohanga District 1.0 0.5 -0.2 -0.9 0.0 0.3 

Carterton District 0.9 0.3 -0.3 0.2 0.0 1.1 

Central Hawke's Bay District 1.8 0.6 -0.9 -1.2 -0.1 0.1 

Southland District 5.0 3.8 -0.5 -6.3 -0.3 1.7 

Stratford District 1.4 0.5 -0.3 -1.5 0.0 0.1 

South Taranaki District 4.2 1.2 0.0 -4.8 -0.1 0.5 

Westland District 3.9 6.1 -2.0 -5.9 -1.3 0.7 

Wairoa District 1.4 0.5 0.6 -2.3 -0.1 0.2 

Tararua District 2.1 0.6 -0.2 -2.4 0.0 0.1 

Buller District 1.9 2.0 -0.1 -2.9 -0.3 0.6 

Grey District 2.8 1.5 0.6 -3.5 -0.1 1.4 

Horowhenua District 4.6 1.1 -1.8 -2.7 -0.2 0.9 

Waitomo District 1.5 0.4 0.2 -1.9 0.0 0.2 

Kawerau District 1.4 0.6 0.2 -1.7 0.0 0.4 

Ruapehu District 3.4 3.0 2.6 -7.3 -1.4 0.3 
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What might the future hold? 

To think through the likely pattern of future land growth that matters for infrastructure, we 

construct a scenario of urban land growth that extends 30 years. We first construct population and 

household scenarios and then consider likely benchmarks for change in land use per household 

over time. Then we can show possible land growth patterns as an output from these assumptions, 

before teasing out implications for infrastructure complexity. 

To begin, rather than adopt a demographic model, we simply use the observed annual rate of 

growth for each council over the past 20 years to form the population forecast. For New Zealand as 

a whole, the population growth rate has been 1.36 percent – significantly lower than the 2.0 percent 

rate of growth observed over the past 5 years and lower than the average rate of growth Stats NZ 

expects over the forecast period. 

We apply the same logic to form a simple forecast of household size by looking to change in 

household size at the local council level. The ageing population has been driving a decrease in 

household size. Apart from Auckland, all councils have recorded a decline in household size 

between 1996 and 2018. We use the rate of change in household size over that period to first 

create a forecast of household size and then apply that rate to the population to obtain the number 

of households in 2050.  

This method suggests a population of 7,255,497 in 2050 – almost exactly a 50 percent increase in 

the New Zealand population and a 64 percent increase in the number of households to 2,760,868 

households. Finally, we use the rate of change in land use per household to translate households 

into the change in urban land footprint for each council. Crucially, since we construct our 

calculations at a local council level, our analysis is consistent with local patterns of land use rather 

than taking a crude top-down approach. Figure 9 shows to expect almost 900 square kilometres of 

urban land for New Zealand based on the scenario.  

FIGURE 9 HISTORY SUGGESTS NEW ZEALAND WILL NEED MUCH MORE URBAN LAND  
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Much of the population growth is situated in New Zealand’s tier 1 urban areas. We construct a 

population forecast for each tier by summing Stats NZ’s subnational population growth forecasts at 

the TA level using the medium set of assumptions. Figure 10 shows that tier 1 cities (excluding 

Auckland) are expected to grow significantly faster than tier 2 cities or other areas of New Zealand. 

FIGURE 10 FAST-GROWING URBAN AREAS TEND TO HAVE MULTIPLE COUNCILS 

Population growth by tier, Stats NZ subnational medium population projections, 2018–2048 
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5. Infrastructure institutions make 
decisions increasingly complex 

Too many institutions? 

Labour markets transcend traditional political boundaries as they grow. Without intervention, this 

can create a mismatch between residents’ preferences and political representation. Established 

political institutions and legal frameworks are then challenged to attempt to put in place measures 

that improve networked infrastructure for users who move across political boundaries. Moreover, 

when cities grow at the margins, polycentric nodes of activity can emerge. Residents have the 

choice to access and use infrastructure within other jurisdictions, such as health providers and social 

infrastructure. When residents live within one local council and work in another, transport 

infrastructure is required to span the two locations. 

Providing connection to the transport network or the arterial routes themselves requires 

coordination across councils. Strategies are needed to ensure the costs and benefits of 

infrastructure provision are met. The market is unlikely to be able provide infrastructure solutions 

because of strong information asymmetries and coordination failure.  

Equally, government may also fail to coordinate on what infrastructure is needed where and when. 

When there are multiple local and regional councils, expect progress to be fraught since the costs 

and benefits fall unequally. Olson and Cars (2011) capture the tension: 

Polycentric spatial strategies meet classic collective action problems since local costs and 

benefits are asymmetrical. Most metropolitan regions lack effective institutions for 

resolving social dilemmas and collective action challenges that could facilitate land use 

and transport policies supporting polycentric or other sustainable spatial strategies.  

Simply centralising all decision making is not the answer. The allocation of decision-making powers 

should reflect who feels the effects and bears the costs.29 Any allocation of decision-making rights 

will in practice require trade-offs across the benefits of centralisation that include avoiding 

duplication, minimising spatial inequalities and potential economies of scale.30 On the other hand, 

decentralisation increases allocative efficiency.  

Local councils are likely to be more efficient at allocating resources to meet local preferences. 

Councils are already confronted with a challenging environment within which to make infrastructure 

decisions. Read (2018, p. 105) notes: 

… in reality elected members need to deal with is a large, complex array of influences, 

which they must consider and then reconcile before they make that final decision.  

 

 

29 Guerin, 2002. 
30 Brady, 2002. 
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Before testing the environment, we first trace out the regions where the tension between labour 

markets and political institutions are most stark. 

Identifying labour markets 

To test the institutional gap between labour markets and political boundaries, we first need to 

construct an assessment of the boundaries of New Zealand’s labour market areas. Since there are 

no natural criteria to assess boundary definitions of labour market areas against, we choose to 

adopt a road-tested method for identifying labour market areas applied to the New Zealand Census 

by Maré and Davies (2020) based on the Louvain algorithm,31 which allocates origin-destination 

travel flows to labour market areas that have common features. The labour market areas identified 

by the algorithm are dependent on the order in which the origin-destination travel flows are 

processed, so Maré and Davies run the algorithm many times, randomising the order.32 They claim 

four clear advantages of the method:33 

• It can be applied without supervision so that the allocation to labour market areas does 

not depend on judgements about where labour market areas should be. 

• It is scale invariant – facilitating identification of sub-labour market areas if needed.  

• It supports hierarchical classifications of labour market areas and sub-labour market areas 

that support deeper analysis of activity within each labour market area.  

• Stability measures that summarise the robustness of labour market area classifications to 

underlying measurement errors in underlying data. 

Maré and Davies apply the method to origin-destination data from New Zealand Census data and 

identify 29 separate labour market areas using 2013 Census data. There is no clear metric to 

evaluate the allocation of area unit origin-destination flows but the labour market areas identified 

appear to correlate loosely with prior beliefs about where to expect labour markets in New Zealand. 

We use 2018 Census data to construct labour market areas. The 2018 Census is well known to suffer 

from some undercounting of households,34 but we want to use the most up-to-date data available. 

So we use the 2018 data but employ stability tests in Maré and Davies 2020 to test the robustness 

of our labour market areas. 

We find the allocation is robust with stability for most labour market areas. One feature of our 

results is the identification of several enclaves – a single SA2 area of fewer than 150 commuters. 

Since these enclaves are too small to deliver the benefit of labour market areas –see Bertaud (2018) 

for example – we wrap these enclaves into the nearest labour market area. 

 

 

31 Blondel, Guillaume, Lambiotte & Lefebvre, 2008. 
32 Adam, Delvenne & Thomas, 2018. 
33 These advantages are relative to earlier allocations of area unit origin-destination flows – for example, Newell 

and Perry (2002) and Papps and Newell (2002). 
34 Jack & Graziadei, 2019. 
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There are several notable points to the labour market areas we show in Figure 11. First, for the fast-

growing urban areas outside of Auckland, we find labour markets that span many councils. In 

aggregate, we find 41 labour market areas in New Zealand – fewer than the 78 local, regional and 

unitary councils.  

FIGURE 11 WE IDENTIFY 41 LABOUR MARKET AREAS USING 2018 CENSUS DATA 

 

For example, the labour market area that contains Wellington City also includes Lower Hutt, Upper 

Hutt, Porirua and the Kapiti Coast (see Figure 12). A separate labour market area then spans 

Horowhenua, Palmerston North, Manawatu District, much of Rangitikei District and Whanganui 

District. A separate labour market area again then spans Wairarapa – covering South Wairarapa, 

Carterton and Masterton. 

Similarly, in the South Island, a single labour market area spans Nelson City and the urban Tasman 

District (see Figure 13) with a single labour market covering Selwyn, Waimakariri and Christchurch 
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City, excluding the Port Hills (see Figure 14). Further south, a single labour market area spans 

Queenstown-Lakes District and Central Otago District.  

Second, we find classifying labour market areas with commuting data identifies several labour 

market areas with relatively few people. For example, we find the Port Hills near Christchurch forms 

its own labour market area with 2,160 people, and Kaikoura and the Kaikoura ranges comprises a 

separate labour market area of 4,220 people.  

These areas are not sufficiently large to support the benefits of deep labour markets and point to 

other factors such as lifestyle choice, history, amenity and location-specific economic opportunity 

(such as tourism and agriculture) supporting some locations we identify as labour market areas.  

Finally, our method identifies two separate labour market areas for the broad Auckland region (see 

Figure 15). North of the Harbour Bridge, that extends a little beyond Wellsford but stops at the 

Kaipara District boundary. A second labour market area extends to the West and South of 

Auckland.35 This area also includes the non-contiguous area of Pokeno to the south. 

FIGURE 12 WELLINGTON LABOUR MARKETS COVER MANY LOCAL COUNCILS 

Colours show labour market areas, black borders denote local council boundaries 

 

FIGURE 13 NELSON AND MUCH OF TASMAN FORM A SINGLE LABOUR MARKET AREA 

 

 

35 This differs from the single labour market area identified in Maré and Davies (2020) using 2013 Census data 

but is consistent with earlier analysis that identifies more than one labour market area for Auckland – see Papps 

and Newell (2002) for example. 
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Colours show labour market areas, black borders denote local council boundaries 

 

FIGURE 14 CHRISTCHURCH, SELWYN AND WAIMAKARIRI ARE A LABOUR MARKET AREA 

Colours show labour market areas, black borders denote local council boundaries 
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FIGURE 15 WE FIND TWO LABOUR MARKET AREAS WITHIN AUCKLAND COUNCIL 

Colours show labour market areas, black borders denote local council boundaries 

 

FIGURE 16 A SINGLE LABOUR MARKET AREA SPANS THE WAIKATO AND HAMILTON 

Colours show labour market areas, black borders denote local council boundaries 
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FIGURE 17 ONE LABOUR MARKET COVERS TAURANGA AND WESTERN BAY OF PLENTY 

Colours show labour market areas, black borders denote local council boundaries 

 

 

Which areas have the institutional complexity?  

To test which areas have the most complexity, we use two tests.  

The first test simply counts the number of local councils within each labour market area.  

The second test applies the inverse of the Herfindahl-Hirschman test to the square of the 

population shares of each council in the labour market area, essentially down-weighting councils 

with very small populations. 

Both measures suggest two labour market areas in the lower North Island have the most 

institutional complexity:  

• A labour market area that includes much of Manawatu-Horowhenua. 

• A labour market area that includes five council in the Wellington region but excludes 

Wairarapa (see Figure 18). 
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FIGURE 18 MANY LABOUR MARKETS ARE COMPLEX  

Labour 

market area 

ID 

Labour market area 

description 

Number 

of local 

councils 

Local councils 

Complexity 

index 

 

21 

Manawatu-

Horowhenua-

Whanganui 

5 

Horowhenua District, 

Palmerston North City, 

Manawatu District, 

Rangitikei District, 

Whanganui District 

0.73 

22 

Wellington region 

(excluding 

Wairarapa) 

5 

Wellington City, Lower Hutt 

City, Porirua City, Upper 

Hutt City, Kapiti Coast 

District  

0.72 

23 Wairarapa 3 
South Wairarapa, Carterton 

District, Masterton District 
0.59 

8 
Hamilton and 

surrounding area  
4 

Waikato District, Hamilton 

City, Waipa District, 

Otorohanga District 

0.56 

29 West Coast  3 
Westland District, Grey 

District, Buller District 
0.54 

This suggests several regions have institutional complexity for city-shaping infrastructure decisions 

since benefits and costs spill over several council boundaries. The size of the Wellington and 

Hamilton labour market areas suggest benefits are likely to be highest in these areas and form 

candidates for amalgamation if better city-shaping infrastructure decisions are targeted. 

6. Towards better representative 
governance for infrastructure  

Right now, New Zealand has an infrastructure gap that risks increasing as our tier 1 cities grow. 

Getting right the decision-making institutions that better match the labour market benefits tier 1 

cities provide can only help. 

At a high level, right sizing where to locate infrastructure decisions between tiny community groups 

and central government confronts a tension between preserving allocative efficiency by 

understanding the preferences of residents and generating economies of scale by making decisions 

at more aggregated levels. 

Where infrastructure services can be accessed by residents from multiple councils and funding is 

sourced at a local level, institutional complexity likely increases. For infrastructure that has a 

network component – such as water, electricity and transport – expect institutional complexity to be 

comparatively high. Read (2018, p. 338) notes: 
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… a real concern for both citizens and elected members is that, given major infrastructure 

investment decisions are getting more complex, intuitively it would seem that 

representation is only going to erode further, and trade-offs are to become more difficult.  

Central governments have legitimate interests in the outcomes that could be obtained from spatial 

strategies that set aside land for infrastructure. Local decisions to accommodate urban growth have 

spillover effects that impact on other regions. Increasing housing affordability would lift wellbeing 

and reduce intergenerational inequality.36 

Local councils have legitimate interests. Decisions made at a local level can be more representative 

and hence have more legitimacy. Councils also have a key role in providing allocative efficiency by 

making decisions closer to the preferences of the people who use the services.  

We have seen how developing labour market areas expand beyond and then cut across static 

political boundaries. There are clear trade-offs to be made between centralised decision making 

and local decision making that can best tailor policies to local communities.  

New approaches are needed to right size institutions for infrastructure investment purposes. New 

Zealand’s growing tier 1 cities will require more infrastructure investment. To best enable better 

decision making, we argue there are several approaches that could prove useful: 

• Continue to test opportunities for local council amalgamation, particularly for 

transport infrastructure where the case to amalgamate functions is stronger than for 

some other local government functions. Labour market areas are a useful guide to 

agglomerating urban areas. Labour market areas suggest far fewer authorities in tier 1 

areas than the status quo (Auckland excepted). 

• Better align decisions with different tiers of governance. This could mean 

infrastructure decisions at a labour market area level but allow for place-making 

activities at a local level of governance, much like Auckland’s local boards. 

• Test alternative decision-making structures. Local Government New Zealand proposals 

suggest first undertaking high-level strategic planning to reduce the cost of 

preserving transport corridors and open space and only then conducting spatial 

planning that assesses where infrastructure is most needed.  

• Apply the subsidiarity principle to support capability across all levels of government. 
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Appendix A: Urban land growth drivers 
FIGURE 19 GROWTH IN URBAN LAND, POPULATION AND HOUSEHOLDS, 1996–2018 

Council 
Land People Households H’hold size % land 

growth 

% pop 

growth 

% hh 

growth 

% size 

growth 
 2018 1996 2018 1996 2018 1996 2018 1996 

New Zealand 1,939 1,651 4,663,050 3,633,732 1,638,834 1,248,906 2.85 2.91 0.73 1.14 1.24 -0.10 

Auckland 485 413 1,571,718 1,089,924 496,458 355,680 3.17 3.06 0.74 1.68 1.53 0.15 

Tauranga City 62 44 136,713 78,321 50,442 29,346 2.71 2.67 1.52 2.56 2.49 0.07 

Christchurch City 166 145 369,006 315,117 138,381 115,803 2.67 2.72 0.61 0.72 0.81 -0.09 

Selwyn District 31 15 60,561 25,140 20,631 7,977 2.94 3.15 3.51 4.08 4.41 -0.32 

Queenstown-Lakes 

District 29 15 39,153 19,830 13,176 5,328 2.97 3.72 3.01 3.14 4.20 -1.02 

Waikato District 33 23 75,618 39,108 24,918 12,696 3.03 3.08 1.75 3.04 3.11 -0.07 

Nelson City 23 19 50,880 42,033 19,821 15,207 2.57 2.76 0.93 0.87 1.21 -0.34 

Waimakariri District 27 22 59,502 32,226 22,026 11,556 2.70 2.79 0.96 2.83 2.98 -0.14 

Waipa District 25 18 53,241 39,624 19,518 13,227 2.73 3.00 1.49 1.35 1.78 -0.42 

Hamilton City 63 50 160,911 109,041 54,858 37,515 2.93 2.91 1.08 1.78 1.74 0.04 

Far North District 30 24 65,250 57,078 22,761 17,691 2.87 3.23 1.13 0.61 1.15 -0.54 

Whangarei District 40 33 90,960 67,200 32,745 23,655 2.78 2.84 0.93 1.39 1.49 -0.10 

Palmerston North City 36 33 84,639 73,080 30,531 25,155 2.77 2.91 0.42 0.67 0.88 -0.21 

Tasman District 26 17 52,389 40,035 19,545 13,920 2.68 2.88 1.97 1.23 1.55 -0.32 

Wellington City 52 49 202,737 160,113 74,841 58,713 2.71 2.73 0.20 1.08 1.11 -0.03 

Dunedin City 53 50 126,255 119,613 48,336 42,864 2.61 2.79 0.27 0.25 0.55 -0.30 

Napier City 26 25 62,241 54,225 23,670 19,953 2.63 2.72 0.34 0.63 0.78 -0.15 

Western Bay of Plenty 

District 17 14 51,321 35,289 18,462 12,432 2.78 2.84 0.91 1.72 1.81 -0.10 

Kapiti Coast District 26 23 53,673 38,688 21,753 15,219 2.47 2.54 0.51 1.50 1.64 -0.14 

Upper Hutt City 17 16 43,980 36,738 15,870 12,747 2.77 2.88 0.41 0.82 1.00 -0.18 

Rotorua District 40 37 71,877 68,991 25,056 21,675 2.87 3.18 0.27 0.19 0.66 -0.47 

New Plymouth District 38 32 80,679 68,169 30,954 24,930 2.61 2.73 0.81 0.77 0.99 -0.22 
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Council 
Land People Households H’hold size % land 

growth 

% pop 

growth 

% hh 

growth 

% size 

growth 
 2018 1996 2018 1996 2018 1996 2018 1996 

Thames-Coromandel  

District 30 25 29,895 27,714 12,471 9,795 2.40 2.83 0.82 0.34 1.10 -0.75 

Hastings District 31 27 81,537 66,681 28,131 23,058 2.90 2.89 0.66 0.92 0.91 0.01 

Taupo District 33 26 37,203 33,777 13,830 10,575 2.69 3.19 1.07 0.44 1.23 -0.78 

Lower Hutt City 37 37 104,532 95,391 37,161 33,948 2.81 2.81 0.06 0.42 0.41 0.00 

Ashburton District 20 17 33,423 25,128 12,996 9,591 2.57 2.62 0.68 1.31 1.39 -0.08 

Central Otago District 14 11 21,558 15,345 8,682 5,646 2.48 2.72 1.13 1.56 1.98 -0.41 

Marlborough District 25 21 47,340 40,242 18,675 14,061 2.53 2.86 0.92 0.74 1.30 -0.55 

Porirua City 21 18 56,559 46,395 17,838 13,992 3.17 3.32 0.66 0.90 1.11 -0.20 

Hauraki District 12 11 20,022 17,262 7,869 6,117 2.54 2.82 0.31 0.68 1.15 -0.47 

Manawatu District 12 10 30,165 27,969 11,193 9,744 2.69 2.87 0.51 0.34 0.63 -0.29 

Hurunui District 8 6 12,558 10,113 4,926 3,516 2.55 2.88 1.35 0.99 1.54 -0.55 

Wanganui District 6 5 9,303 9,990 3,384 3,384 2.75 2.95 0.13 -0.32 0.00 -0.32 

Matamata-Piako District 17 14 34,404 29,652 12,873 10,485 2.67 2.83 0.73 0.68 0.94 -0.26 

Clutha District 12 12 17,667 18,243 7,020 6,600 2.52 2.76 0.16 -0.15 0.28 -0.43 

South Wairarapa  5 4 10,575 8,841 4,335 3,363 2.44 2.63 0.92 0.82 1.16 -0.34 

Kaipara District 11 9 22,869 17,583 8,748 6,207 2.61 2.83 0.75 1.20 1.57 -0.36 

Waitaki District 15 15 22,308 22,383 9,171 8,388 2.43 2.67 0.23 -0.02 0.41 -0.42 

Invercargill City 30 29 54,204 53,241 21,585 19,713 2.51 2.70 0.19 0.08 0.41 -0.33 

Masterton District 12 11 25,557 23,043 9,936 8,361 2.57 2.76 0.40 0.47 0.79 -0.31 

Timaru District 26 24 46,296 42,966 19,119 16,524 2.42 2.60 0.32 0.34 0.67 -0.32 

South Waikato District 15 15 24,042 24,672 8,511 8,268 2.82 2.98 0.15 -0.12 0.13 -0.25 

Gisborne District 23 22 47,517 45,963 16,410 15,114 2.90 3.04 0.22 0.15 0.37 -0.22 

Gore District 8 8 12,396 13,002 5,076 4,857 2.44 2.68 0.09 -0.22 0.20 -0.42 

Kaikoura District 3 2 3,912 4,041 1,458 1,281 2.68 3.15 0.71 -0.15 0.59 -0.73 

Waimate District 5 4 7,815 7,605 3,291 2,895 2.37 2.63 0.69 0.12 0.58 -0.46 
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Council 
Land People Households H’hold size % land 

growth 

% pop 

growth 

% hh 

growth 

% size 

growth 
 2018 1996 2018 1996 2018 1996 2018 1996 

Whakatane District 13 13 35,700 33,453 12,468 11,007 2.86 3.04 0.25 0.30 0.57 -0.27 

Mackenzie District 5 4 4,866 5,532 1,863 1,494 2.61 3.70 0.64 -0.58 1.01 -1.57 

Rangitikei District 8 8 15,027 16,533 5,721 5,808 2.63 2.85 0.04 -0.43 -0.07 -0.36 

Opotiki District 4 3 9,276 9,606 3,222 3,087 2.88 3.11 0.47 -0.16 0.19 -0.35 

Otorohanga District 4 4 10,104 9,822 3,498 3,003 2.89 3.27 0.41 0.13 0.70 -0.56 

Carterton District 4 3 9,198 6,792 3,645 2,493 2.52 2.72 1.34 1.39 1.74 -0.35 

Central Hawke's Bay 

District 6 6 14,142 12,999 5,418 4,524 2.61 2.87 0.07 0.38 0.82 -0.44 

Southland District 19 18 30,864 33,330 11,982 10,653 2.58 3.13 0.41 -0.35 0.54 -0.88 

Stratford District 5 5 9,474 9,729 3,687 3,402 2.57 2.86 0.10 -0.12 0.37 -0.49 

South Taranaki District 15 15 27,534 28,803 10,668 10,290 2.58 2.80 0.15 -0.20 0.16 -0.37 

Westland District 7 6 8,640 10,071 3,747 3,036 2.31 3.32 0.75 -0.69 0.96 -1.64 

Wairoa District 5 5 8,367 10,083 2,988 3,249 2.80 3.10 0.17 -0.84 -0.38 -0.47 

Tararua District 8 8 17,943 18,744 6,996 6,735 2.56 2.78 0.08 -0.20 0.17 -0.37 

Buller District 7 7 9,591 11,244 4,398 4,005 2.18 2.81 0.37 -0.72 0.43 -1.14 

Grey District 11 10 13,344 14,325 5,361 5,010 2.49 2.86 0.58 -0.32 0.31 -0.63 

Horowhenua District 17 16 33,261 29,769 13,230 11,070 2.51 2.69 0.26 0.51 0.81 -0.31 

Waitomo District 6 5 9,303 9,990 3,384 3,384 2.75 2.95 0.13 -0.32 0.00 -0.32 

Kawerau District 5 5 7,146 7,755 2,499 2,415 2.86 3.21 0.35 -0.37 0.16 -0.53 

Ruapehu District 12 12 12,309 18,327 4,617 5,469 2.67 3.35 0.13 -1.79 -0.77 -1.03 

 


