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1.Introduction

Housing is a universal requirement for health and wellbeing, and the home is something to
which great economic, social, and cultural value has been ascribed across diverse cultures
and time periods. Most New Zealand households either own, or aspire to own, their own
home (Eaqub and Eaqub 2015). This prioritisation has made housing the primary economic
asset for the bulk of the New Zealand population (Property Council 2021).

The provision of adequate housing is therefore essential to a well-functioning society.
Historically, responsibility for housing supply has been assumed by many diverse actors,
including the state, religious and other community institutions, and individual
homesteaders (Dodd 2020). In a typical liberal democracy, hew housing is mostly provided
by a ‘free market’ of developers, financiers, planners, and other actors. The state - although
it does provide a small stock of housing - primarily acts as regulator, controlling the supply
and use of land through planning policies and setting construction standards, among myriad
other functions (Murphy 2014).

The prevailing normative assumption is that this system provides an efficient housing
equilibrium informed by supply and demand. However, there is increasing recognition of the
system’s failures — most notably, the rising costs of housing and how the development
sector may not be adequately responding to natural hazard risks or the future impacts of
climate change (Shahzad et al. 2022).

The challenge facing contemporary policymakers is therefore to address these failings in the
system by developing policies that can enable an adequate supply of housing to be delivered
without transferring risk or liabilities to future generations. Better policymaking and future
scenario modelling will require a deeper understanding of the decision-making logics
employed by key agents in the housing development sector. If the values and rationales that
influence decision-making within the development system can be modelled, then more
targeted policy interventions can be made to manage future risk.

Research on housing in New Zealand from the past two decades has instead been largely
focused on affordability in the context of the emergent ‘housing crisis’, and projections of
future housing development are rooted in traditional economic or demographic analysis
such as the potential value of developable land or population growth, or regulatory or
deregulatory impulses (White and Nandedkar 2019). Given the influence of development
actors in New Zealand, it is surprising that there is a lack of research investigating housing
development in a New Zealand context that specifically focuses on behavioural analysis of
key actors under different policy settings. This present research will contribute to plugging
this gap in the existing corpus by developing a conceptual model of housing developmentin
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New Zealand based on the decision-making of individual agents and the economic, social,
and cultural rationales which informit.

This research will therefore focus on the following guiding questions:
1.  What conceptual models of housing development exist in the literature?

2. What are the main events, drivers, actors, and relationships involved in housing
development?

3. Whattypologies of housing developers exist in the literature?

4. Whattypology of developers is most applicable to a New Zealand context?

2.Review of Existing Conceptual Models

2.1. Introduction

To answer these questions, we will first review the four existing conceptual models currently
dominantinthe literature, discussing the strengths, weaknesses, and common applications
in each. We will then proceed to an overview of the research context — housing development
in contemporary New Zealand — in order to determine which of these existing conceptual
models, if any, are applicable to this context.

2.2. Methodology

To answer the first of these questions, a systematic literature review was conducted using
the PRISMA methodology. The primary source of screened records was the Scopus
database, with some additional records identified from the Google Scholar database. While
searching Google Scholar generally returned a greater number of results, this database has
significant issues with irrelevant, irreputable, and non-retrievable records, meaning that a
much greater number of the results were excluded at the screening stage.

The identification stage began with a series of test searches to determine which phrases and
key words would be most effective at producing relevant results. The following searches
were then selected for inclusion:

e 12records found by research supervisor

e “agent based modelling housing development”, Scopus (249 results)

e “agent based modelling housing development”, Google Scholar (top 100 results)
e “conceptual model of property development”, Scopus (top 50 results)

e “model of property development”, Scopus (top 50 results)



e “model of residential property development”, Scopus (top 100 results)
e “role of investors in residential development”, Scopus (top 100 results)
e “actorsinresidential development”, Scopus (top 50 results)

e “equilibrium model of housing development”, Scopus (top 50 results)
e Backsearch of Gerlach and Peng (2005) (33 citations)

Search results were ordered by number of times cited in other works.

These searches produced a set of 794 identified records. These were screened by a manual
review of their title and publication information, with the key considerations being relevance
to the research questions; quality of the publication; and reputability of the authors and
publisher. Works published prior to 1990 were accepted only when they were important to
the history of a particular modelling tradition or there were no more recent records available
to supersede them. These criteria excluded the majority of the records.

The remainder were then subjected to a secondary screening involving a review of the
abstract (for academic journal articles) or introduction (for books). Reasons for exclusion at
this stage included that the source did not include a conceptual model; was focused on
modelling population rather than development; was focused on commercial types of
property; was specific to a type of land development with negligible presence in New
Zealand; or provided only a summary introduction to the model or modelling type.



Identification of records via Scopus and Google Scholar

Identification Records identified from: Records removed before
Scopus (n=679) screening:
Google Scholar (n =100) Duplicate records removed
Supervisor (n=12) (n=3)

!

Screening Records screened (h=61) Records excluded (n=730)
Records sought for Records not retrieved (n =
retrieval (n = 61) 0)
Records assessed for Records excluded:
eligibility (n = 40) Does notinclude a

conceptual model (n=11)
Focused on modelling
population (n=4)
Focused on commercial
property (n =2)
Studies types of land
development with
negligible presence in NZ
(n=1)
A summary/introduction
only (n=2)
Other (n=1)

!

Included Records included in review
(n=40)

Figure 2.1 - PRISMA Flowchart

Previous reviews of existing models of real estate development, beginning with Healey
(1991) and continued by Ratcliffe et al. (2009), Adams and Tiesdell (2013), and most recently
Squires and Heurkens (2016), have categorised the models into four distinct types based on

their theoretical origins and focus of analysis.



Equilibrium models

*  Origin: Neoclassical economics
¢ Market demand-supply effecting real
estate development process

Institutional / Structure models

*  Origin: Urban political economy
*  Forces/dynamics organising real estate
development process relationships

Agency models

+  Origin: Behavioural/institutional
economics

e Actors & relationships in real estate
development process

Event sequence models

* Origin: Estate management
= Management of real estate process
stages

Figure 2.2 - Conceptual Models of Real Estate Development (Squires and Heurkens

2016)

24 of the records included in the final review presented unique conceptual models of real
estate development. These were typologised using this same system, as summarised in the

table below:

Table 2.A - Summary of Results

Model Type Number Reviewed
Equilibrium 11

Agent-Based 6

Event-sequence 4

Structural 3

2.3. Spatial Equilibrium

Spatial Equilibrium models have their origins in Neoclassical economic theory. They
reduce the markets and processes of development down to a simple conceptual
‘economy’ composed of consumers, suppliers, and sometimes a few other intermediary
parties. For example, consider Healey (1991):
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Figure 2 The position of developers in a market framework

rPrn::clu::tic)n / Supply

|
|

|

|

' |PRODUCTION | oY |, ESTATE

| Tiputs | "l Developer HW'F- AGENTS | FlCONS+UMER]
|

|

|

|

|

|

PLANNING |
LAND | !

Source: adapted from Healey, 1991, 225

Figure 2.3 - Conceptual Representation of an Equilibrium Model of Development
(Healey 1991)

In Healey’s model, focus is placed on the relationship between ‘production/supply’ and
‘consumption/demand’, with the developer acting as coordinator of the inputs required to
produce new housing units — primarily land with planning approval and finance — and real
estate agents functioning as intermediaries negotiating between developers and the
households that ‘consume’ new housing.

Developer behaviour is typically viewed as being ‘unproblematic’: developers are presented
as rational and unbiased actors that will always pursue profit to the best of their abilities.
Behavioural differences among developers are explained as the product of how well each
developer was able to ‘read’ the relevant market signals, and any failures of the housing
market to efficiently meet the needs of all households are attributed to marketinefficiencies
like:

e theinadequacy of existing information and the high cost which developers accrue
gathering additional information;

e the effects of planning restrictions (Squires and Heurkens 2016);

e the low transaction volumes of the housing market;

e the heterogenous/subjective nature of many of the physical attributes of housing
(Dong et al. 2022), and;
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e major supply-side constraints like the monopolisation of land ownership and
availability of affordable credit.

Developers ‘read’ the market through signals about supply and demand like house prices
and market rents. Spatial equilibrium models assume that, under perfect market conditions,
the production and consumption of new housing will trend towards an equilibrium state in
which the amount of housing developed in each location within an urban system will be
perfectly reflective of the relative value which that location and unit possess to consumers
(Magliocca et al. 2011).

To represent this value, spatial equilibrium models assign each site in the development
environment a bundle of attributes which determine how attractive it is to consumers, and
thus how likely it is to be selected for future development. Metzner et al. (2018) identify 31
such variables, which they group into seven categories:

e Macro location (including accessibility, demographics, and image)
e Micro location (including technical and social infrastructure)

e Real estate market (supply and demand)

e Land (including dimension, rights, and value)

e (for already-developed sites only) Building characteristics

e Use

e Transaction parameters

The development of a new spatial equilibrium model therefore typically begins with an
identification of the key variables of interest to the researcher or users. While simple spatial
equilibrium models may consider only the immediate physical characteristics of a site,
more advanced models use hedonic pricing to identify both the ‘internal’ (physical) and
‘external’ factors the determine the market value of a site. These ‘external’ factors are
differences between consumer households that affect their willingness to pay for a housing
unit. Differing household preferences for particular features and amenities, household
budgets, and transport modes and costs might explain why the same site is developed under
one socioeconomic and demographic context, and left vacant under another (Geurs and van
Wee 2004).

One notable variant of spatial equilibrium modelling is the dynamic time-to-development
model pioneered by Turnball (1988). The development of this type of model begins with a
specific optimal timing of development which there is evidence that developers seek to
achieve: for example, developers might develop a site as soon as the forecasted profit or
rental income first exceeds the predicted cost of the development.

12



Common Applications

Spatial equilibrium models are most commonly used by researchers, policymakers, and
planners for scenario modelling: testing the effect that changing one or more variables is
likely to have on future development in a simulated urban environment. For example:

e To studythe effects of planning rules restricting the release of greenfield land into the
development market. In these cases, the models are often used to argue that such
restrictions are the primary cause of housing underdevelopment or unaffordability
because they create market inefficiencies (Squires and Heurkens 2016).

e To test the effects of various economic incentive instruments used by planners and
policymakers in an attempt to shape the urban environment; common examples
include property taxes, fuel taxes, and public transport subsidies. For example,
Mendonca et al. (2020) modelled the effects of increasing public transport subsidies
on future land use patterns in a simulated urban environment:

P.Transport Subsidy Land use Household density Real estate value Household type

P
M

4 y4
10% % §

25%

o— ey
e
Pyes— agresrae

Figure 2.4 - Land Use Mapping Using a Spatial Equilibrium Model (Mendonca et
al. 2020)

e To predict the response of the property sector to the provision of new infrastructure:
for example, Bao et al. (2021) applied spatial equilibrium modelling to a recent
historical case study, concluding that the increased transport accessibility from a
new tunnel connecting Tuen Mun and Chek Lap Kok in Hong Kong China prompted
new residential development in nearby areas.
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Strengths and Weaknesses

The key strength of spatial equilibrium models is their comprehensiveness: especially when
integrating hedonic pricing, they can model a wide multitude of the diverse variables which
influence housing development, enabling users to understand how modifying specific
economic, social, infrastructure, and planning-policy variables — whether in isolation, in
combination, or under broader sociopolitical policy settings or scenarios — may impact
future development patterns (Squires and Heurkens 2016).

However, a number of notable critiques of these models have arisen in recent critical
reviews. Equilibrium models tend to reduce or outright ighore heterogeneity between groups
of actors or agents, instead presenting them as monolithic producer or consumer groups
with similar interests, understandings, and responses. They also require substantial data on
each variable or attribute before a sufficiently comprehensive model can be produced; data
which is often unavailable or prohibitively difficult for the user to acquire.

2.4. Agent-Based Models

Agent-Based Models (ABMs) emerged from economics theory in response to growing critical
recognition of the failure of equilibrium models to capture heterogeneity within agents.

As identified in the introduction, a defining feature of contemporary housing developmentis
that it involves multiple agents composed of individual developers, households, and others
which differ significantly from one another. The development of a new ABM typically begins
with an identification of the key agents which must be captured in the model. A summary of
the most commonly included is given in the table below.
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Table 2.B - Roles, Interests, and Heterogeneity of Key Agents Involved in Development

LOCAL LENDERS/ CENTRAL
Agent DEVELOPERS HOUSEHOLDS | GOVERNMENT FINANCIERS MARKETERS LANDOWNERS | CONSULTANTS STAKEHOLDERS GOVERNMENT
Connect
Create supply and
planning demand,
policies and maximise Translate
Create rules, judge developer development Attempt to
development planning profit, create concepts into influence
concepts and Create consent the 'image' of feasible plans development
manage the demand, applications the Supply land and manage to promote
development occupy hew from Provide development for the delivery of their special Set high-level and/or
Roles process dwellings developers capital (Almatarneh development interests strategic policy
fal 2040\
Meeting local
housing
Profit (and needs while
other also
benefits) from appeasing Profit from the Balance encouraging
the disposal stakeholders sale, housing development
of the new Meeting their and achieving sometimes Promotion of against various policy
units to the housing strategic and Return on Fees for their ongoing Fees for their their special interests
Interests market needs policy goals investment services rights/benefits services interests
v.aﬁma:omm\s\_ Willingness to
llingness to X
pay for sellinformed
housing/site: by personal
location, type, interests,
size, expectations,
environmental and
Various amenities, risk Policies, Size, observations
typologies tolerance, and relationships experience, Size, of the Size,
existto other with specialisation, | experience, surrounding experience,
describe variables developers organisation specialisation, | area(Gillen specialisation, | Organisation,
developer (Metzner et al. (Coiacetto type (Rowley et organisation and Fisher organisation interests, level Contemporary
Heterogeneity heterogeneity 2018) 2001) al.2014) type 2002) type of influence politics and policies
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ABMs conceptualise development as occurring through the interactions of individual actors
who differ in their motivations, characteristics, strategies, resources, relationships, and
opportunities (Adams and Tiesdale 2013).

Incorporating agent heterogeneity means that, unlike in spatial equilibrium models, agent-
based models recognise that agents do not always act according to perfect economic
rationality, but are instead often influenced by a variety of different biases, motivations, and
characteristics (Magliocca et al. 2011).

Relationships Between Actors

Despite their differences, these agents are interdependent: in order to achieve their
objectives and generate profit, each one is reliant upon the behaviour and decision-making
of others, making development a highly social process in which relationships matter greatly
to project costs, timeframes, successes, and outcomes; and in which trust and reputation
among agents is vital (Van Dijk et al. 2007). A favourable position for an agent is therefore
one in which others are dependent on them to achieve their own goals, creating
relationships of dependency. However, this dependency is rarely, if ever, perfect: for
example, although one might initially assume that all developers are dependent on the
authorisation bestowed by local government (i.e. planning and building permissions for
development projects), research focused on differences between developers has
established how developers are often able to manipulate, challenge, and circumvent local
government decision-making authority (Coiacetto 2000).

Exactly how actors go about fulfilling their various interrelated roles is determined by the
‘rules of the game’: the regulations, institutionalised standards, behavioural norms, and
cultural contexts that determine what is considered acceptable behaviour (van Dijk et al.
2007). Although the collective action of developers, especially the more innovative among
them, can gradually change these rules, if any one individual developer deviates too far from
what is currently acceptable they risk a failure of lender and customer confidence, market
failure, and/or legal punishment.

Alongside agent heterogeneity, ABMs also attempt to model these relationships and the
‘rules of the game’ which govern them. For example, to provide a conceptual underpinning
to his new ABM Ward (2018) produced a ‘web’ model of the relationships between
developers and the dozens of different agents which they interact with as a development
progresses from site identification through to construction, all governed by an overall
political, economic, cultural, and legal structure.
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Figure 2.5 - Conceptual Model of the Agent-Relationships in Development (Ward 2018)

As with the agents themselves, the development of each new ABM typically begins with an
identification of the most important agent-relationships. A brief description of those most

commonly identified in the literature is provided in the table below:
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Table 2.C - Agent Relationsh

Small Develapers

Large Developers

Haouseholds

Marketers

Landowners

Local Government

Lenders/Financiers

Consultants

Stakeholders

Central Government

Small Developers

ones

Directinteractions more comman

Small developers tend to copy large

Large Developers

Direct interactions less
common

Households

Marketers connect

Small developers typically use May also use L to h holds with developers,
marketers to facilitate transactions  reimagine/vision a promating the units and
with households only development tacilitating the transaction

[ have y more D pers have y more

power In sales negotiations

Small developers interact with
frontline council statf and are less

imvent

power in sales negotiations

ableto r
council decisions. They will build
relationships with council to make
consenting easier and gain
information and support

Smaller loans involving lower
stafi/smaller financiers; lenders
make demands of developers e.g.
pre-sales

Large pers more like
interact with high-level stoff
and able to lobby, manipulate,
legally challenge, threaten to
leave area, etc.

Larger loans invelving large
companies, large liabilities,
extensive due diligence and risk
management

Consultants provide technical input to turn development concepts
into reality

Try to influence developer behaviour in their favour

Central government may
consider the largest developers
as nationally-important, too big

ta fail. The largest developers
also attempt to influence
central government

Few direct ir raking

Ni&

Local government provide
housing for some
households

Banks and other financial
institutions finance

Marketers

LG sometimes employ
marketers to
promotefvision the
city/district

Effective marketing
might increase financier

househeld purchases of new willingness to suppert a

housing units

NiA

NIA
Central government policies

influence household
economic and social
performance = demand.
Central government also
provides housing for some
households

project?

Ni&

Marketing may be used
to appease/fappeal to
particular stakeholder
BIoups

Regulate the real estate
sector
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As noted in the table above, ABMs may also incorporate ways in which heterogeneity within
agent-groups can change the way that different actors relate to other agent-groups. For
example, small developers have very little, if any, influence on central government. They
interact with local government through frontline and formal channels, and have little choice
but to comply with all the rules and policies which councils enforce. They must enter into
protracted and tit-for-tat negotiations with landowners and financiers, and perceive of
themselves as supremely beholden to the demands of the current market. This is in contrast
with large developers who approach all these interactions with much greater resources,
influence, and agency —in other words, power. There is evidence in the literature to suggest
that large developers might form relationships with high-level staff at councils, through
which they share strategic information and attempt to influence local government policy,
strategy, and decision-making in alignment with their own values and strategies (Ruming
2010). Where the planning rules remain unfavourable, large developers might attempt to
circumvent them, or else leverage their large socioeconomic presence and contributions to
the local area by threatening to leave unless more favourable working conditions are offered
(Coiacetto 2000).

Developers tend to establish networks of financiers, local government staff, consultants,
suppliers, and contractors with which they consistently collaborate, building strong
relationships and reducing inefficiencies. One way in which this can differ between small
and large developers is in the level of vertical integration: some developers decide to
perform roles in the production and distribution of new housing traditionally performed by
other actors in the development sector. Developers may choose to pursue greater vertical
integration to improve their strategic position viz-a-viz major competitors, as greater
upstream vertical integration — meaning the developer performing their own feasibility
assessment, land preparation works, construction and/or building works, manufacturing of
materials and provision of labour, et cetera — can inhibit competition and increase market
power. This type of vertical integration also allows developers to attempt ‘price squeezing’:
by controlling aspects of the necessary inputs to production, the developer can
simultaneously increase in the input cost for competitors while decreasing their own output
price. Alternatively, verticalintegration may be pursued as a strategy to evade the monopoly
of one upstream firm over the entire production of a particular input. Either way, vertical
integration is generally beneficial for developers because it helps them capture a greater
amount of the residual profit available at each stage of production and reduce the
transaction costs incurred when a development project must proceed through different
stages involving many different parties. However, most smaller developers lack the will,
capital, and capacity to expand their operations beyond development itself. Some of these
may instead substitute vertical integration with a relatively small network of strong
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contractual relationships with production and distribution firms, thereby generating similar
benefits in terms of improved efficiency and greater market power (Meijer and Buitelaar
2023).

ABMs also draw attention to the conflict between the agency of individual actors and the
restrictions imposed by the structures within which they operate. There is usually a varying
topography of restriction: while most agents must accept working within the confines of
established structures and norms, some possess the resources and socio-relational capital
to challenge these ‘rules of the game’, manipulating the governing structures to their
advantage (Adams and Tiesdale 2013).

Some recent agent-based models of housing development have integrated game theory, in
order to account for the conflicting preferences of each actor. Developers are conceived of
as each possessing a strategy which guides their decision-making by determining which
interactions in the development sector they will pursue and which outcomes from these
interactions are acceptable to them.

Common Applications

Like spatial equilibrium models, ABMs have been used to model future urban development
and land use change under various different scenarios. They tend to be preferred for use in
research contexts involving highly heterogenous agent-groups, especially developers and
households, with for example Marini et al. (2019) modelling the effect of immigration and
changing demographics on future land-use patterns.

ABMs are also commonly used in understanding the process of competition between
different ‘players’ of the ‘game’ of development that determines who benefits from
development outcomes. For example, Samsura et al. (2010) apply game theory to the
different types of greenfield land development processes in the Netherlands by generating
decision trees for each of the four types of developer they identify which predict which
developers will ‘win’ and ‘loose’ a specific battle for a developable site.

Finally, ABMs have also been developed for modelling housing developmentin coastal areas,
where reactions to the conflicting amenity values from coastal-environmental amenity
versus natural hazard risk varies between different developers and households according to
a variety of variables (Walls et al. 2018).

Strengths and Weaknesses

By incorporating agent heterogeneity, competition between actors, and relationships of
collaboration, competition, and dependency, ABMs provide a much more detailed and
nuanced representation of a diverse development market than a spatial equilibrium model.
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They are also uniquely suited to revealing how simple rules, patterns, trends, and policies at
the agent level may result in complex system-wide outcomes as these things are filtered
through the individualities of individual actors.

The principal weakness of ABMs is that they require a large amount of detailed information
about agent types, variables, and relationships before their interactions can be modelled
with any accuracy. The creation and analysis of this data is typically a complex, expensive,
and time-consuming process, and any attempts to account for insufficient data through
assumptions and inferences inevitably introduce outsized inaccuracies into the final model
(Squires and Heurkens 2016).

2.5. Event-Sequence

Event-sequence models (alternatively called event-based models) conceptualise housing
development as a series of distinct or semi-distinct stages through which a development
project must proceed before the new housing units are disposed to end users and profit is
created. Different combinations of actors, relationships, resources, and external forces, are
important at each stage, and certain parameters must be met before a project can proceed
through one key ‘gate’ to the next.

Central to each event in the sequence is the developer, who connects and coordinates the
various other agents involved in the production and disposal of the new units, applies forthe
necessary consents, engages with the local government and community, and ultimately
receives the greatest part of the profit. The role of the developer is a highly social one, as to
achieve its own goals the developer must mediate between the separate and sometimes
conflicting interests of local government, financiers and other investors, consumers, and
others, aiming to facilitate compromise outcomes that appease all parties while still
achieving an acceptable level of profit. The position of the developer is not one of autocrat
determining where, when, and how housing is developed, but rather of motivator and
coordinator of the collective decision-making of a network of diverse project stakeholders.
Modern developers tend to conceal themselves behind layers of intermediary organisations
and structures when interacting with local communities or the public sector, making the
actual system of governance and power behind a proposed development sometimes highly
oblique —the layman cannot tell who is in charge (Brill 2020).

A review of existing event-sequence models of housing development reveals two common
varieties: a simple linear conceptualisation, and a more complex, cyclical
conceptualisation known as the ‘development pipeline.
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Linear

Simple event-sequence models presented development as a linear progression through a
series of distinct phases. Each model differs in how it lists, names, and describes the key
events involved in housing development; however, they can be broadly synthesised as
follows:

1. The maturing of circumstances: meaning when changing economic, social,
planning, and environmental circumstances make the (re)development of a site
feasible. This might occur because of general trends like population growth, or
specific causes like a major infrastructure project or rezoning.

2. The purchase of the land by a willing developer, typically after a process of due
diligence and feasibility assessment to ensure that the land can be successfully
developed in alignment with the developer’s strategy, character, and targeted
Return on Investment, and that sufficient finance can be secured when required at
step 5.

3. The preparation of the development scheme and acquisition of the necessary
consents, requiring to developer to involve planners, architects, and other
technical consultants. Within this event stage relationships with councils may
become highly important.

4. The preparation of the land for development, requiring the developer to assemble
and utilise a group of technical specialists involved in the physical and legal
preparation of the site.

5. The arrangement of finance for the development.

6. Construction.

7. Occupation by either the developer, a new owner, or a tenant.

While these linear models provide a useful basic understanding of how an individual
development project occurs, recent researchers have criticised them for failing to capture
how development projects interact with one another to create a cyclical ‘pipeline’ of
development in which the successful completion of one development project contributes
to the context in which future projects occur.

Development Pipeline

In response to these criticisms, Adams and Tiesdale (2013) pioneered their development
pipeline model:
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Figure 2.6 - Development Pipeline Model (Adams and Tiesdale 2013)

Unlike in linear models, in a development pipeline model the exact order in which the events
occur may vary; however, each phase (or side of the triangle) must be completed before the
next one can commence: for example, a developer must fully complete a project and
dispose of the new units to the market before those units become part of the existing stock
of real estate (Adams and Tiesdale 2013).

Development projects are conceived as progressing through the ’pipeline’ atvarying speeds
depending on local demand, the expertise and connections of the project managers, site-
specific factors, and other variables. External drivers of development create the ’pressures
and prospects’ that prompt a developer to conceive of a potential project. This idea must
then pass - in no particular order - various feasibility tests related to site selection and
evaluation, market analysis, and financial feasibility assessment, before it can proceed to
detailed design and construction. Once a development is ’implemented’ it must then be
marketed and ’disposed’, meaning sold, rented, or otherwise transferred to the intended
consumers. The new units then enter the existing housing stock which developers are
reacting to, hence the cyclical nature of the pipeline (Gore and Nicholson 1991).
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Drivers of Development

Event-sequence models conceptualise developers as being prompted to action by various
‘drivers of development’: factors over which the individual developer has little-to-no
influence over, but which create the ‘maturing of circumstances’ which entice a developer
toinvest in a site. The literature identifies a wide variety of such ‘drivers’, as summarised in

the table below:
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Table 2.D - Drivers of Development

Driver Example or Explanation
Economic . . . . . - . .
indicators The national economy is growing, causing general growth across many industries, including housing development
Finance Liberalisation of the finance sector makes it easier for developers and households to access capital, leading to longer
availability  |housing ‘booms’ (Agnello et al. 2019)
Household ‘consumption’ of housing (meaning the number and value of dwellings owned) increases with income (Lu et
Household |al. 2020) but only to a certain level of household wealth, beyond which only a limited number of households choose to
wealth, become multi-property investors (Yang et al. 2018), with most instead preferring investments in financial assets.
income, and
employment [While in some locations housing development is strongly tied to the local labour market, other housing markets instead
exhibit a spatial division of housing consumption as people live and work in separate areas (Allen et al. 2018)
Inflation Rising inflation reduces developer profit margins, shrinking the range of feasible projects (Rowley et al. 2014)

Interest rates

Interest rates negatively impact developer financial feasibility calculus, reducing housing development (lossifov 2008)

Insurance The private sector announces an increase in insurance premiums for residential properties in high flood risk areas,
premiums reducing property values and discouraging future development in those areas (Indaco et al. 2019)
Population |Although population growth is generally correlated with housing development, the degree of correlation varies by
growth neighbourhood type (Denowitz 1984)
N
h::\;ehold A city has a young population where young adults are regularly leaving their parents’ households and establishing new

. ones, thereby increasing housing demand
formation
Urban land Land supply and availability influences the types of development which arise to meet demand. For example, in cities like
supply Auckland and Wellington, there is high demand for new housing but little available greenfield land. This discourages

greenfield subdivisions in favour of higher-density developments

Regional and
local
economies
and
populations

Demand will be concentrated in regions, districts, cities, and areas with growing economies and/or populations. For
example, the strong tourism industry in Lisbon, Portugal has over-concentrated the rental housing stock near tourist
attractions (Lestegas et al. 2019)

Demographic

Demographic change influences the types of new housing units demanded and thus the types of developers which are
able and willing to meet that demand. For example, the population is aging, reducing demand for family homes but

han R . . . . L L
change creating new demand for small housing units and retirement villages (Productivity Commission 2012)
Planning Planning instruments like spatial plans, strategies, objectives, and policies can direct demand away from certain areas
instruments |and towards others. For example, environmental protections that restrict residential development in a sensitive area
Major
infrastructure[State investment in a major infrastructure project will concentrate development in the surrounding area
investments
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Information

Developer understandings of these drivers of development and the demand they create, as
well as of market conditions and dynamics, the value and suitability of potential sites, and
the potential risk and profit from a particular development, is always imperfect and filtered
through their limited corpus of information (Hino and Burke 2020). This information can be
divided into three broad categories: expert, relational, and experiential.

Firstly, some of the information which developers use to conceive of new development
concepts and develop them into finished products comes from the research and analysis of
experts specialising in fields like market analysis and forecasting, site yield estimation, and
financial feasibility analysis. This expert information might be produced in-house, sourced
from external consultants, or provided through official public channels of information like
central government announcements and new local government strategies. This is the most
reliable and comprehensive source of information but can also be the most expensive to
acquire (Dodd 2020).

Secondly, the formal guidance of experts may be supplemented or substituted with the
informal knowledge that comes from interactions with, and observations of, other actors in
the developer's actor-relationship network. Any of the different actor groups can provide
such information; for example:

e Small developers may observe and imitate the successful developments of their
larger peers, or else identify market niches which these developers are not operating
in (Ro etal. 2019)

e Developers might receive informal signals about demand directly from households —
for example, a small developer might hear from a few house-hunting young adults
that there is a lack of affordable housing near a university, and investigate low-cost
development options in the area

e Adeveloper might have an established relationship with a particular staff member at
council, who advises them about future planning and development trends and
provides informal advice on proposed projects (Ruming 2010)

e The network of consultants, suppliers, and contractors which the developer utilises
might share their market insights and experiential knowledge

Thirdly and finally, developers apply the lessons learned from their past projects to guide
their future endeavours, with the strength and breadth of this knowledge naturally growing
with developer age and experience (Ro et al. 2019).

Many event-sequence models attempt to conceptualise how information acts as an
intermediary between the drivers of development and actual development activity, and
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some also identify how the relative prevalence and importance of each source of
information varies by developer size: while both small and large developers will draw on their
own past experiences to guide future behaviour, small developers tend to rely more on
informal, relational knowledge, whereas large developers possess the resources and
organisational capacity to consistently supplement this with formal, expert knowledge
(Coiacetto 2001, Ruming 2010).

Concept Stage

Possessing information about market demand for new housing units — what types of units
are demanded in which areas - developers are prompted to conceive of a development
concept, the first distinct event in the sequence of development, and attempt to make this
both feasible and profitable. For example, a developer might know that there is a severe lack
of small, affordable housing units in a city and conceive of the generalidea for a high-density,
low-cost housing complex in an inner-city area.

Site Selection

Next, the developer will search for a site where circumstances have sufficiently ‘matured’
so that it can feasibly meet this market demand through enabling development that aligns
with the developer’s character, experience, capability, and strategy.

Feasibility Assessment

Once a site with the potential for development has been identified, the developer will then
assess whether that development would be financially feasible. This is another areain which
a difference between small and large developers can be observed. For many small
developers, their predominant financial feasibility assessment methodology is a simple
‘back of the envelope’ calculation of present profit minus predicted costs based on their
previous experience. Such methodologies do not employ future discounting, risk premiums,
or other such accounting techniques.

Thisis in contrast to large developers, which tend to use more advanced financial feasibility
calculus methodologies like Internal Rate of Return, Margin on Development Cost, and Net
Present Value. These are more in line with contemporary mainstream capital budgeting
theories and better at accounting for future uncertainties and trends, giving the large
developer a more realistic expectation of return and thus a greater chance of a successful
development. The difference in methodologies can be explained by a combination of access
to more expensive accounting tools, the greater need for risk management when working
with larger sums of money, and the expectations of banks and shareholders to see such
techniques employed (Rowley et al. 2014).
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Development Commitment

Once proven feasible, the developer commits to the project by unconditionally purchasing,
or otherwise acquiring development rights over, the land, and proceeds with the design and
consenting elements. Technical experts like architects, engineers, and planners convert the
development concept into a detailed plan based on their own past experience and industry
norms, and assist in preparing applications for planning and building consents. While small
developers generally accept the decisions of local government and must operate within
existing planning restrictions, large developers may have sufficient resources and influence
to challenge planning decisions, agitate for favourable policy and rule changes, and
landbank in expectation of future rezoning (Coiacetto 2000).

The developer now has a sufficient level of project detail and confidence to approach
financiers and lenders, who will apply their own financial feasibility analysis to the proposal
and may impose conditions like a requirement that a certain proportion of the new units be
pre-sold (common in a New Zealand context). Small developers have limited cashflow and
resources, making them very reliant on financing; larger developers may be able to self-fund
part or all of their future developments (Ruming 2010).

Pre-Construction, Construction, and Disposal

Finally, the development proceeds through the site preparation (pre-construction),
construction, and disposal stages. There are the most expensive stages, wherein
developers closely monitor their costs and timeframes to ensure that the project generates
the expected level of profit. For small developers, these stages may be ‘make or break’, as
they must invest most of their resources in a single development and cannot recover from a
major delay, cost overrun, unexpected challenge, or project failure; but rather must sell all
the new units within a limited timeframe to recoup costs, restore financial balance, and
proceedto their next development (Ruming 2010). This makes developers more risk-adverse
duringthese final stages of the development sequence, and for some developers, especially
small and/or inexperienced ones, any unexpected change in the market or disruption to
production may cause them to panic and pursue options which reduce their final profit but
allow them to offload their risk quicker. For example, a small developer might worry that
market sales prices are trending lower than expected and sell at a significantly lower price
in order to extract themself from the existential threat of a major development failure
(Mohamed 2006).

Decisions at this stage around project team selection, cost planning, and (sub)contracting
have major ramifications for the risk level and future profit of the project. The type of
information relied upon at this stage once again varies by developer size: for small-scale
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residential construction projects, it is common to use pre-established and suitably-priced
bills of quantities as the prime cost estimating method. The accuracy of this is primarily
determined by the expertise and experience of the estimator. For larger projects, various
complex calculative methodologies are employed (Kam et al. 2016).

Once complete, the developer must now ‘dispose’ of the units in a way that maximises
profits and aligns with their other goals and values. To increase the sales price of the units,
gain brand recognition, increase their market share, or curate a certain type of demographic
community at the development, larger developers may engage in marketing campaigns,
which typically present a lifestyle and community vision to potential consumers. This
practice is especially strong among luxury developments, gated communities, retirement
villages, and other specialist forms of housing developments (Almatarneh et al. 2013).

Stair-Step

Stair-step models are a variant of event-sequence models specifically focused on how land
and property value increases over the different event-stages of a development project. This
value is determined by both the existing use and expectations of future uses once the
proposed development is complete, with the value-add growing as the project gains detail,
regulatory approval, financial backing, and finally, physical form (Christensen 2014). They
have been employed by researchers interested in the precise financial mechanisms by
which developments proceed, or those studying large, masterplanned developments
occurring in stages over a long period.

Common Applications

Unlike equilibrium and agent-based models, which are primarily used to simulate
development and understand the effects of specific policies, variables, and scenarios on
future development, event-sequence models are primarily used to understand and analyse
the process of development and how it varies across national, local, temporal, typological,
and other boundaries.

For example, Adams and Tiesdale (2013) developed their development pipeline model for
the purpose of conceptually identifying the key causes, processes, and consequences of
‘development failure’: the failure of the market to develop a site with high development
potential that should theoretically have been developed. The development pipeline model
identifies key ‘pipeline blockages’ — the inability to pass key financial, technical, and
regulatory gates — which are points at which a development might fail.

Itis important to note that event-sequence models are often subsequently adopted as part
of the conceptual framework for equilibrium and agent-based models.
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Strengths and Weaknesses

Event-sequence models provide a conceptualunderstanding of the process of development
that is separate from specific contexts, scenarios, and variables. This means that they do
not require large supporting datasets and are applicable to a much wider range of real-world
development situations than equilibrium models or ABMs. It also means that, as introduced
in the previous section, event-sequence models enable comparative analysis of
development processes.

These models also include not just those development activities which proceed
successfully to the construction and/or sale stages, but also the many projects that are
abandoned or significantly altered at various decision points along the event-sequence,
thus giving a much more holistic understanding of all development activities and better
insight into the ‘gates’ at which key decisions are made, particular variables become
paramount, and development may fail (Adams and Tiesdale 2013).

However, Healey (1991) and others criticise event-sequence models for over-generalising
the events, sequence, and important roles involved in development, presenting a highly
prescriptivist model of the ‘normal’ development that excludes the many alternative
courses of action and parallel activities that are in reality commonplace. Particular criticism
is levelled at the idea that development must always begin with a maturing of
circumstances: depending on their character, resources, and influence, developers may
instead act to actively create those circumstances instead. Event-sequence models also
inaccurately present external variables as undifferentiated things only of influence at
specific stages, and modelvariables like the existing housing stock and land supply as static
quantities rather than dynamic and relative/relational (Squires and Heurkens 2016).

2.6. Structuralism

If equilibrium models represent an attempt by neoclassical economists to develop an
explanatory ‘theory of housing’, then structuralist approaches represent a similar attempt
from the realm of contemporary Marxist economics. Like event-sequence models,
structural models provide a conceptual mapping of the development process, however,
instead of focusing on a linear progression of events, structural models focus on the key
groups, institutions, systems, norms, and markets that form the ‘structure of provision’
which determines what housing is built, where, how, and for whom (Ruonavaara 2018). For
example, consider Ball (1986):
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Figure 2.7 - Structure of Provision Model for Private-Sector Development (Ball 1986)

Particular focus is placed on the circulation of capital through market exchanges and the
role of the state as determinant of the ‘rules of the game’ which govern these spaces.
Adams and Tiesdale (2013) identify seven markets involved in the real estate development
process, each being dominated by the interests of different economic classes or interest

groups.
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Figure 2.8 - Roles, Markets, and Structures Involved in Development (Adams and
Tiesdale 2013)

Common Applications

Structural models emerged from Marxist economics primarily as a means of identifying and
critiquing the sociocultural, economic, political, and institutional forces that shape the
outcomes of what in many cases are seen under the dominant paradigm as being ‘neutral’
processes within development. Ball (1986) and other researchers intended for their models
to highlight these forces as causes of housing market failures like homelessness and
unaffordability, and to thereby encourage policymakers to challenging existing norms in
favour of more equitable outcomes.

However, more recently Adams and Tiesdale (2013) and others have applied structuralist
approaches to a more general and neutral study of the key roles, institutions, and markets
in development — how these vary between contexts, how they are constructed and
challenged, and how they effect current and future development outcomes.
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Like event-sequence models, structural models and theory are also sometimes used as part

of the conceptual underpinning of other models.

Strengths and Weaknesses

The key value-add of the structuralist approach is its examination of the importance of

institutions (both formal and informal) and sociocultural norms and values in creating the

contextin which development occurs. However, this model type has had the least uptake in

the literature due to its historical ties with a specific politico-economic ideology and limited

scope, disregarding for example the importantrole of agents in circumventing, resisting, and
reshaping those institutions, structures, and norms.

2.7.

Analysis

Table 2.E - Summary of Modelling Discipline, Strengths, and Weaknesses

Model Type
Spatial
Equilibrium

Agent-Based
Models

Event-sequence

Structuralism

Applications
Scenario modelling
and the effect of
changing specific
variables on future
development
Scenario modelling
involving high agent
heterogeneity,
understanding
competition
between actors

Conceptual
understanding of
the process of
development and
comparative
analysis of different
development
contexts

Identifying and
critiquing dominant
forces and norms in
development

Strengths

Enable
comprehensive
scenario modelling
with many variables

Incorporate agent
heterogeneity, reveal
the relationships
between agent-level
variables and
system-wide
outcomes

Provide a conceptual
understanding of the
development process
identifying key
‘gates’; capture
projects which fail at
these gates

Highlight the
importance of often
hidden institutions
and norms

Weaknesses
Limit or ignore agent
heterogeneity

Require large
datasets to be
accurate

Over-generalise and
can be overly
prescriptivist

Limit or ignhore agent
heterogeneity

As the table above summarises, each modelling type is unique in its applications, strengths,

and weaknesses.

Event-sequence and structural

models provide complementary

conceptualunderstandings of development processes, highlighting different elements —the
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temporal progression of a development and the key requisites which mustbe met atin each
stage in the former case, and the role of institutions and norms in the latter. However, both
also tend towards simplification, myopia, and a disregard for the specific contextual
differences between the contexts and actors through which real development occurs.

Both of these conceptual models can be integrated into either spatial equilibrium or agent-
based models to investigate specific development contexts, scenarios, and variables. Since
equilibrium models and ABMs have similar applications, the key test when determining
which to use appears to be: is there significant agent heterogeneity among the population
or developers, or other development actors, which is to be modelled?

Thus, to determine which modelis most appropriate for the research context, itis necessary
to first investigate the level of diversity in the contemporary New Zealand development
sector.

2.8. Diversity inthe Contemporary New Zealand Development Sector

For the bulk of New Zealand history there has been an assumed sociocultural norm of
homeownership as the desirable end point for a majority of familial households.
Homeownership was actively encouraged by successive governments during the 20"
century through policy programmes thatincluded the provision of low-interest loans for first
home buyers and allowing households to capitalise their family benefit for use as mortgage
deposit. These policies succeed in raising homeownership rates from about half in 1936 to
a peak of 73.8% in 1991 (Stats NZ 2020).

Homeownership offers financial security, cultural conformity, and a sense of belonging to a
community. Although newly-formed households might temporarily rent, this is typically
under the assumption that they will eventually purchase a home upon attaining a sufficient
level of income and wealth. The ‘normal’ New Zealander moves out of their parents’
household relatively young, progressing up the ‘property ladder’ until they own a home from
which their own children will eventually depart. State housing is presented as a temporary
last resort for the ‘deserving poor’ (Murphy 2014).

The legacy of this norm continues to informs the contemporary development sector in two
relevant ways. Firstly, the majority of the existing housing stock is catered towards small
nuclear homeowning households. Secondly, there is also a significant class of ‘mum and
dads’, homeowning households with the personal resources to invest in upgrading,
subdividing, or redeveloping that property (as opposed to simply selling it to a development
company).
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However, New Zealand is currently experiencing two concurrent demographic trends which
are changing housing demand and development norms. Firstly, there has been consistent
growth in ethnic diversity since immigration was greatly liberalised in 1987. Many of these
new ethnic communities have cultural norms of large households, with children remaining
with their parents for longer periods and relatives beyond the nuclear family often living at
home too. Secondly, the population is aging, resulting in a growing number of small
households composed of an elderly couple or individual. The net effect of these two
countervailing trends has been to encourage the development of a greater range of housing
sizes and typologies catering to households beyond the traditional nuclear family
(Productivity Commission 2012).

General consumer preferences are also changing. Historically there was a strong
preference for dwellings that are vertically and/or horizontally separated from others —
typified by a detached family home on a quarter-acre lot—in opposition to the higher-density,
often semi-attached styles of living favoured in many other global regions (Dodd 2020). This
preference is evaporating rapidly as housing unaffordability issues, increased planning
permissiveness, and cultural, demographic, and household character changes have
prompted a recent period of intense higher-density housing development, especiallyin large
cities.

Typology of New Housing - Whole of NZ 2023

¢

.00 676
= Houses
= Apartments
= Retirement village units

8 Townhouses, flats, units, and other dwellings

Figure 2.9 - Typologies of New Housing Units Consented in 2024

2022 was notable for being the first year on record in which a majority of new dwellings were
apartments, townhouses, or units, rather than the traditional standalone suburban family
home which had previously dominated the urban environment of New Zealand.
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Change in Typology Over Time
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Figure 2.10 - Evolution in the Production of Major Housing Typologies Since 1991

This is mostly attributable to a rapid growth in the humber of new townhouses, with the
number of new apartments and retirement village units remaining largely consistent over
the last three decades (the number of new apartments was actually highestin 2004 (19.55%),
when increased migration from Asia and changing family typologies prompted a temporary
apartment boom (Stats NZ 2005)). Should this trend continue, future areas of greenfield and
brownfield development will likely be dominated by townhouses rather than standalone
homes, creating a very different suburban built environment than whatis currently dominant.

This rapid growth in diversity of demand and output reflects the diversity among developers
in contemporary urban New Zealand which is detailed in section 3.12. To summarise, the
research context is one of significant and growing diversity in the population of active
housing developers, the types of housing being demanded and provided, and the
households creating that demand.

2.9. Conclusion

This section has presented the results of a literature review identifying existing conceptual
models of housing development. There are four dominant model types, each with its own
common uses, strengths, and weaknesses. While event-sequence and structuralist models
provide valuable conceptual underpinnings, the two existing ways of modelling specific
development contexts and scenarios are spatial equilibrium and agent-based models, with
the key test of applicability therefore being whether the research context has a significantly
high level of agent heterogeneity.
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The heterogeneity among developers, development projects, and households observed in
the present research context makes an agent-based model the most applicable and useful
option. Modelling this agent diversity will enable a more nuanced and accurate
understanding of the broad range of development activity occurring in the country, enabling
more accurate scenario modelling and enabling better understandings of how specific
variables and actor-groups affect development outcomes in this context.

3.Typology of Developers

3.1. Introduction

The previous section has established that there is significant diversity among developers in
contemporary New Zealand. However, individually analysing the behaviour of every
developer in a particular location, region, or market is a Sisyphean task; it is much more
efficient and useful to instead create a typology by grouping developers on the basis of their
common features or in a way that reflects the structure of local markets. While individual in
action, when aggregated these different types of developers may have similar motivations,
values, and rationales and, given they operate within the same policy settings, can be
expected to make similar decisions at key points during the development process when
presented with similar circumstances.

What typologies of housing developers exist in the literature? And which of them (if any)
might be applicable to the research context? To answer these two questions | conducted a
systematic literature review following the PRISMA protocol. This enquiry revealed twelve
existing typologies of residential development based on a broad spectrum of different
developer characteristics and behavioural traits.

3.2. Methodology

The primary source of screened records was the Scopus database, with some additional
records identified from the Google Scholar database. While searching Google Scholar
generally returned a greater number of results, this database has significant issues with
irrelevant, irreputable, and non-retrievable records, meaning that a much greater number of
the results were excluded at the screening stage.

The identification stage began with a series of test searches to determine which phrases and
key words would be most effective at producing relevant results The following searches
were then selected for inclusion:

1. “residential developer typology”, Scopus (45 results)
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“residential developer typology”, Google Scholar (top 100 results)
“developer” + “typology” + “dwelling”, Scopus (32 results)
“property developer typologies, Google Scholar (top 100 results)
“modelling housing developers”, Scopus (top 50 results)

S Sl i

Search results were ordered by number of times cited in other works.

These searches produced a set of 327 identified records. These were screened by a manual
review of their title and publication information, with the key considerations being relevance
to the research questions; quality of the publication; reputability of the authors and
publisher; and age of the record, with works published prior to 1990 being rejected as too
old. These criteria excluded the vast majority of the records.

The remainder were then subjected to a secondary screening involving a review of the
abstract (for academic journal articles) or introduction (for books). Reasons for exclusion at
this stage included that the full document could not be retrieved; that the work does not
include a typology of developers; that it is in a foreign language and there is no good
translation available; and that it provides a typology of the development process rather than
developers.
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Identification of records via Scopus and Google Scholar
Identification Records identified from: Records removed before
Scopus (n=127) screening:
Google Scholar (n =200) Duplicate records removed
Backsearch of screened (n=10)
records (n =5)

!

Screening Records screened (n=19) Records excluded (n = 265)
Records sought for Records not retrieved (n =
retrieval (n =18) 2)
Records assessed for Records excluded:
eligibility (n=12) Does notinclude a

typology (n =4)
In a foreign language (n=1)
Typology of development,
not developers (n=1)

'

Included Records included in review
(n=12)

Figure 3.1 - PRISMA Flowchart

Reviewing each of the 12 typologies included in the final analysis revealed that each one
focused on a particular characteristic by which developers can be categorised. For example,
some used developer size, whereas others focused instead on whether the developer
operates at a local or super-local level. The records have accordingly been sorted by this
method in the paragraphs below.

3.3. Organisational/Ownership Structure

One way of typologising developers is by their organisational and/or ownership structure,
with common types including:

e A public entity like Kainga Ora — Homes and Communities

e A community organisation providing housing (e.g. an NGO, charity, or religious
group)

e A small private company with a director and employees

e A company with stocks traded on a public exchange, legally beholden to its
shareholders
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There are often strong distinctions in purpose, values, and strategies between these types.
Public and community organisations typically develop with a specific set of social objectives
(e.g. provision of housing for those who cannot afford it on the private market), seeking to
meet this need through the efficient use of available resources. They might also require sites
with specific features, like proximity to important community centres or locations with the
greatest need.

Privately-held or publicly-listed companies both tend to pursue profit first and foremost.
However, while a director may be able to adopt whatever strategy he wishes, shareholders
demand a secure and predictable investment, enforcing conservative behaviour (Ball 2003).

3.4. Primary Type of Development

International case studies have found that developers typically specialise in one primary
type of housing development. This specialisation affects their strategy and behaviour. For
example, Parker et al. (2023) found that in Waterloo, Canada, there was a strong distinction
between greenfield, infill, and student housing developers. These groups differed
significantly in their target demographics: while the infill developers chose sites, designhed
projects, and made strategic decisions with the goal of attracting a wide range of
households and individuals, greenfield developers specifically targeted homeowning
families, giving relatively little consideration to renters and/or smaller households.

Different development specialisations mean that developers prioritise different variables
and concerns when planning their next development. Parker et al. (2023) found that while
for greenfield developers, infrastructure servicing, support from local and regional
governments, and accessibility to major roads are especially important; for infill developers,
employment, service, and amenity density, proximity to public transport, and development
contributions may be the more important variables.

3.5. Size

Perhaps the most common way of categorising developers is by size, which has been
variously measured by number of employers, number of projects, typical project size, and
typical project value. Morgan (2010) investigated how many key behaviours differ between
small and large developers, including market and parcel knowledge, approach to managing
risk, and territoriality.
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Table 3.A - Summary of Key Behavioural Differences Between Small and Large

Developers (Morgan 2010)

SMALL DEVELOPER
APPROACH

BEHAVIOUR

LARGE DEVELOPER
APPROACH

Inaccurate, focused on local
area rather than wider
property market. Lack of
financial resources also
makes their assessment
inaccurate.

Market Knowledge

The financial resources
available usually mean
forecasting and or other
techniques are used to
increase accuracy of market
assessment.

Knowledge of local attributes
of the parcel offsets less
detailed approach to the

residual value calculation.

Parcel Knowledge

As above. The financial
resources put into the
residual value calculation
usually means assessment
of parcel profit is more
accurate.

‘Gut’ instinct type approach
to managing risk. More

Usually measured and
planned approach to

successful based on Risk development. Will not shy

experience level of away from risk, but
developers. dependent on the reward.
Commonly used to ensure a

Less prevalent, because
X ) ) steady stream of
amount of capital tied up in development projects and
future development restricts Landbanking P pro)

level of current
development.

ability to purchase large
parcels with high expected
returns.

Mimics previous successful
developments and moves
away from previous
unsuccessful development
opportunities.

Habit Persistence

Choice and type of
development based on best
choice at time of
development.

Critically important, often a
‘make or break’ type of
scenario. Commonly reguires
development soon after
purchase.

Timing

Able to handle a mistimed
development because of
increased financial
resources. Might hold back
development until better
time.

5mall in size and local to
developer’s home,
Development operations are
predominantly focused
within territory.

Territoriality

Large area of interest to the
point of no real territory.
Developments are chosen
based on factors other than
territory.

Table 4.1: Summary of key developer behaviour

Large developers possess sufficient resources and organisational capacity to invest in a
formal investigation of the potential risks, possible yield, and expected profit from each site
they consider developing. Many parts of their decision-making, including the creation of a
development concept, site selection, and marketing, will be informed by quantitative
market evaluation and long-term forecasting.

Meanwhile, small developers are often operating on a project-by-project basis, with very
little spare capital or capacity to make these types of information investments. They instead
rely on other sources of information, oftentimes less accurate and reliable but still valuable:
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information shared through a network of industry and local government contacts, personal
experience, and ‘back of the envelope’ calculations. The quality of such information is highly
subjective, determined by the level of experience, historical performance, and strength of
network of the developer.

Dodd (2020) observes that developer size is strongly correlated with willingness to tolerate
risk: while small developers have tied their financial future to a single project and will tend
to act conservatively, large developers may be simultaneously investigating and investingin
multiple properties across a dispersed area, making them less psychologically and
monetarily invested in any one single site or project. The accuracy with which developers
are able to predict risk and profit also varies by size, which is correlated with the quantity
and quality ofinformation available to a developer at each stage of the development process.

Another way that developer size affects behaviour is timing. The timing of a development is
an important contributor to profitability: developers wish to minimise the length of financing
and land purchase negotiations, site preparation, input assembly, and construction, while
alsoreleasing the units onto the local marketwhen demand is strong. For a small developer,
their limited cashflow and financial resources make development timing make-or-break.
They must move rapidly through the land purchase, development, and sale processes,
attempting to find the optimal timing of each stage within the limited window of opportunity
available to them, but being sometimes forced to accept suboptimal timing rather than
jeopardise their overall financial viability.

This contrasts with large developers, who have enough savings and cashflow from multiple
ongoing investments to create landbanks of sites which they can then choose to develop
whenever their market and risk assessment information indicates that profit will be
acceptable. They are not immune to accidentally mistiming their projects, or having a
project fail due to unexpected changes in the market, but they are more likely to be capable
of successfully absorbing this loss.

Authors like Wahyudi et al. (2019) have identified a connection between developer size and
geographical distribution of activities. Small developers tend to operate in only one or a few
districts, whereas larger developers may operate regionally, nationally, or even
internationally. Within a single urban area, the development projects of small developers
tend to be further away from the inner city, following an inconsistent locational pattern,
whereas large developers are able to peruse a more coherent and connected spatial pattern
of behaviour including high-value inner-city sites.
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Typology by Size and Scale of Operations (Ruming 2010)

Ruming (2010) presented a detailed size typology based on developers engaged in urban
renewal development in the middle and outer ring suburbs of Auburn, Bankstown, Fairfield,
and Penrith, Sydney, linking size with scale of operations, predominant type of development,
strategy, and other behavioural characteristics.

One-Off

These are individuals, households, small groups of people, or trusts whom Ruming
associates with the one-off development of a site they have owned for an extended period,
usually building townhouses or similar. This is not typically part of a proactive strategy but
rather a reaction to changing circumstances which have increased the development
potential of the site — for example, increased demand for housing in the area, or a change in
planning rules, or the development of infrastructure and the appearance of other
intensification developments in the environs.

Each project is pursued for private reasons, with common motivations including to fund
retirement and/or provide additional housing for family or community members.

Small Local (less than 10 dwellings per typical project)

These are typically an individual or small company for whom development is their primary
employment, engaged in a sequential process of residential intensification and small
subdivision projects, doing 1 — 3 projects per year. With limited cashflow, tight budgets, and
little flexibility, they are very cautious and conservative. One somewhat paradoxical aspect
of small local developer behaviour is that their financial conservatism leads them to project
manage their own developments with minimal assistance from external consultants, yet
this leaves them reliant on often-subpar information, leading to suboptimal economic
outcomes.

Another consequence of this self-reliance is that, although they represent a significant
proportion of development activity, small local commercial developers are characterised by
difficultly understanding the formal planning and financial rules governing development,
which leads them to purchase sites on the basis of an overestimated site yield.

Medium Local and Regional (10 — 30 dwellings per typical project)

These are small companies of up to five staff, engaged in larger developments on a more
frequent basis, up to about 30 dwellings. It is at this level that some developers begin to
acquire sufficient financial resources to self-fund some of their projects and thus escape
complete control by financiers, but this does not reduce their inherent conservatism.
Ruming observes in them a strong tendency to produce minimum-quality, poor-design,
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standardised dwellings that have well-proven market appeal. They generally develop a
single type of housing across multiple local government areas, in which they are well-
established.

These medium-sized developers dominate the urban renewal sector because they occupy
a middle-ground between small developers, unable to afford the higher costs and other
challenges associated with the development of brownfield areas, and large developers, who
are often unwilling to engage in an extended period of lot consolidation.

Large Regional (more than 30 dwellings per typical project)

Ruming discusses this type of developer only very briefly, as they had very little presence in
the inner-city suburban areas that she studied. concludes thatthere are very few large-scale
developers engaged in urban renewal as they limit their activities to greenfield subdivisions.
This aligns with the New Zealand data, which indicates that the very large nationwide house
and land, design and build, and consultancy developers only have a significant presence in
the cities of Hamilton, Tauranga, and Christchurch, where there are still significant
greenfield areas within the urban council boundaries.

Typology by Typical Project End-Value (Rowley et al. 2014)

Rowley et al. (2014) use a typology of developers by the typical end-value of one of their
projects to discuss how developers differ in their ability and methodologies to secure
financing.

Low Value (less than NZD 3.23 million)

The vast majority of developers fit into this category. Their low capital and cashflow make
them critically reliant on project financing, yet it also makes financiers more cautious about
lending to them, meaning that projects are highly scrutinised and sometimes rejected.

This means that for small developers, long-term financial security is possible only if they
maintain an exceptional reputation with financiers through consistent and predictable
project delivery. This requirement makes small developers low value developers much less
likely to experiment, innovate, or diversify; instead, they will tend to behave conservatively,
developing cheap and low-risk projects at minimal design quality, mimicking previously-
successful projects ad infinitum and changing their practices only when forced to. This
conservatism can even lead some small developers to sacrifice profit by choosing to
develop a known ‘safe’ option over the best option available for that site.

However, low value developers’ lack of long-term capital commitments also makes it easy
for them to enter and exit markets according to demand, costs, and finance availability.
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Medium Value (NZD 3.23 - 21.54 million)

Medium value developers enjoy greater financial security because they are able to rely on
strong local knowledge and relationships to secure financial and regulatory support. While
they might conduct multiple projects simultaneously, they will still approach each project
(or project stage) as separate for the purposes of financial feasibility assessment and
financing.

High Value (more than NZD 21.54 million)

Because such high-value projects present an enormous financial risk to banks and other
lenders, they are typically only feasible for large and highly professional developers able to
demonstrate a high level of consistency, regularity, efficiency, and project risk management.
However, these developers are then able to capitalise on the economies of scale that arise
from large, regular developments, increasing profit

Only the very largest developers are able to assemble the combination of equity and
financing required to operate at this scope and scale. These firms operate at a multi-regional,
national, or even multinational level.

There is a series of trade-offs which govern their decision-making: large projects present an
enormous financial risk to banks and other lenders, as well as the developer themselves,
but greenfield development at a large scale can introduce economies of scale and general
regularity which reduce overall project risk. It is common for large developers to engage in
jointventures —including with local, regional, and central governments - to disperse project
risk, however, they are also typically reluctant to share profits with any other actors. This
dual drive for regularity, efficiency, and profit capture leads larger developers to engage in
vertical integration, incorporating the inputs to production and the post-project marketing
and management into their own corporate structures.

3.6. Primary Business Activity (Moorhead et al. 2023)

Moorhead et al. (2023) propose a typology of developers by their primary business activity —
either ‘trading’ or ‘investing’. They developed this using a case study of developers in
Australia for the purpose of investigating the relationship between developer size, type, and
methods of financial feasibility methodology.

Trader Developer

These are developers operating with the intention of immediately selling the new units on
the property market upon project completion. In both an Australian and a New Zealand
context, where the practice of development for rent is relatively rare, a majority of
developers operate with this model. It is the only option available to most small developers
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unable to absorb the costs of maintaining ownership over any of the projects they develop
sequentially, yet it also predominates among large developers, which may engage in
landbanking and greenfield development under the speculative assumption that the new
sites or house and land packages will be immediately saleable at profit.

Investor Developer

Alternatively called portfolio developers by Zollig and Axhausen (2011), these are agents
engaged in development with the intention of retaining ownership of at least some of the
units and generating long-term rental profit and capital gains, possibly as part of a larger
multi-project property portfolio. These are a minority of developers, mostly small private
investors with a few larger investment firms. Compared to trader developers, they are more
likely to consider long-term investment horizons over short-term opportunities.

3.7. Financial Feasibility Methodology

Developers differ in their financial feasibility methodology, meaning the calculus used to
determine whether the expected profit from a development is sufficient to justify the
investment (Moorhead et al. 2023).

For most small developers, this is a simple and informal estimation of residual value based
on their previous experience and the limited information available, possibly simply some
variant of the fundamental economic formula ‘profit = value — costs’; wherein the ‘value’ of
a development decision refers to the value added to the site by the development - features
like the design materials, design quality, and site amenity — and the costs are principally the
land price and the financing required to fund the development.

Larger developers are more likely to use one of a range of advanced financial feasibility
methodologies, the most prevalent being Internal Rate of Return, Margin on Development
Cost, and Net Present Value. Although these methods are generally more accurate, analysis
by Coleman et al. (2013) highlights how each has areas in which it does not align with
mainstream capital budgeting theory, leading to inaccuracies when calculating
fundamental financial variables. The ‘textbook’ calculations used by many developers
simply input current values and costs without forecasting or accounting for inflation; the
required profit is presented as a fixed cash sum rather than a target rate of return adjusted
for timeframes and other variables; and all-debt financing is commonly assumed.

3.8. Timeframe

Another way in which developers may differ is in the timeframes that inform their behaviour.
How long do they intend to be active developers? Are they looking to make a profit as soon
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as possible, or are they willing to make a greater profit by waiting? Do they think in the ‘here
and now’ only, or do they have a long-term vision, strategy, and goals?

Foot-Holders and Network-Extenders (Winsaro 2000)

Winarso (2000) divided the developers of Jakarta, Indonesia into ‘foot-holders’ and
‘network-extenders’:

Foot-Holders

These are people and organisations making short-term investments in property
development without a long-term strategy. They ‘hold on to the feet’ of their more strategic
peers by making low-risk investments in areas and types of development which others have
already pioneered. They seek to maximise theirimmediate profit, and are therefore typically
unwilling to make unnecessary capital commitments to a project, thus precluding land
development or strategic landbanking. This conservatism means that foot-holder
developers often fail to realise the maximum development potential of a site.

Network-Extenders

These are developers with a long-term commitment to the market, building a portfolio of
potential and actual developments guided by a strategy that might include landbanking,
multi-stage projects, land development, and other capital commitments that increase
project timeframes and capital commitments but ultimately increase overall profit.
Network-extenders are interested in their image and local presence, meaning that they
invest more in marketing, building relationships with local government, and influencing local
planning decisions.

3.9. Strategy (Coiacetto 2001)

Coiacetto (2001) developed a detailed typology based on a case study of developers in
Ballina and Byron shires, two neighbouring local government areas in north-eastern New
South Wales, Australia which have small, diverse populations experiencing significant
growth at the time of study. He found that developers here could be divided into distinct
groups based on their strategy, or lack thereof. This strategy then affects various aspects of
their behaviour.

Passive Local Property Owners

These are small developers that were usually not actively seeking development
opportunities; rather, the opportunity arose because rezoning, urban encroachment, or
some other external circumstance either made the current land use unviable and/or a
change of use both achievable and profitable. While some may have originally purchased
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their property with the expectation of future development potential, this was not their
primary motivation in making the purchase. Because Coiacetto's study areas were two rural
and/or small-town areas, he found that passive local property-owning developers were
primarily doing small residential subdivisions, with intensification or other types of site
redevelopment being relatively rare.

This type of developer often has a negative view of the development process due to the high
level of risk perceived in developing a personal property, difficultly understanding the
process and negotiating for desired outcomes, and an inability to exert influence over local
government decision-making. Their behaviour is strongly influenced by conversation with
neighbours, friends, and real estate agents, and reaction to minute local changes, rather
than any professional appraisal or advice. In the two shires over the period studied, passive
local property-owning developers were 50 — 70% of the agents engaged in residential
subdivision developers but were collectively responsible for only 20% of new residential lots
due to the small size of their projects when compared to local greenfield developments.
Coaicetto speculates that the presence of these developers increases when local planning
rules restrict the available of greenfield areas, making the subdivision and/orredevelopment
of the existing urban form more attractive.

Means to a Mission Developers

Coiacetto identifies these as organisations that develop to further the objectives of a
particular community, following a strategy characterised by long time frames, significant
preplanning, and inherent conservatism. Examples include educational and religious
institutions developing communal housing for their members. For these developers, profit
is secondary and incidental to meeting the needs of the community. Decision-making is by
the organisational and/or community leadership and usually informed by professional
consultant advice. In Ballina and Byron shires these represented only 2 — 3% of residential
subdivision developers but about 10% of subdivisions.

Specialised Client Developers

These are developers that work regularly for a specialised clientele or type of development,
for example high-rise apartment complexes or retirement villages, over a wide geographical
area with few competitors. They engage in new projects by responding to calls for tender and
are then required to identify and purchase a suitable site and develop it according to the
criteria established by the client. The greatest risks to them are overpaying for the site or a
lack of new work from their limited client base, and their organisational focus is more on
appeasing the client than attending to local factors, which might prompt them to partner
with local firms.
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Showpiece Developers

These develop unique sites into unique developments of exceptional appearance and/or
design quality. This type of developmentis higher-risk but also higher-reward, and often sets
benchmark examples which other developers follow. These developers are characterised
by having a vision beyond profit and possessing significant financial resources or easy
access to finance. They may be wealthy individual investors, specialist investment firms, or
architectural designers, and represent 1-2% of total developers.

Again, Coaicetto identifies these as primarily engaged in commercial development; there
may be some investors or architects specialising in showpiece residential developments,
but these are already captured under the 'specialist’ category and don't appear to have the
same industry-leading role.

Value-Adding Opportunity Developers

These are large, combined finance, insurance, and property investment firms, operating at
a nationwide or multinational level, that invest significant resources in researching market
trends and have a strategy based on identifying opportunities to add value to currently
undervalued and underdeveloped sites, often identifying these through the operations of
their other business sectors. They operate with little local experience, relationships, or
commitment and all their decision-making is governed by formal financial assessment.
Coaicetto estimates these as about 2% of residential subdivision developers and 10% of
development.

3.10. Community Interactions

Finally, developers can be typologised by the ways in which they typically interact with the
broader development community in their area(s) of operation — other developers and
participants in development, local governments, and the general public.

For example, Coiacetto (2001) draws a distinction between the ‘small-town’ developer that
operates within a single local government area via an established framework of
relationships with various local development actors, accepting the current development
environment and working within it, versus the ‘extra-local perspective’ developer that is
proactively engaged in focused on achieving a particular vision of what the community
should be like.

3.11. Analysis
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Table 3.B - Summary of Literature Reviewed

Author(s) Typology of Research
and Year of | developers Methodolog Applicability to Applicability to
Publication | by... y Case Study Research Context | Research Data Limitations
Ball's 'social' developer
category fails to capture the
range of central and local
Medium: there is a diversity of government agencies, Maori
Agent organization/ownership types butthe vast | groups, and charities which
Organisational/ Based None majority of development is done by private | provide community housingin
Ball (2003) ownership type Modelling Specified developers an NZ context
Interviews Difficult to apply to developers
Parkeretal. | Primary type of with Waterloo, Low: most NZ developers engage in regularly engaged in multiple
(2023) development developers Canada multiple types of development types of development
Inner-city . R .
suburbs of Ruming’s inner-city suburba-n
Ruming Sydney, case study mea.ns Fr.\at he fails
(2010) Australia to capture the significant
diversity between different
Interviews 'large' developers with widely
Rowley et with High: diversity of sizes observed and different goals, behaviours,
al. (2014) Size developers Australia data captures size information and characteristics
Primary
business
activity; Low: the research The authors do not identify
Financial Interviews data does not specifically which types of
Moorhead feasibility with provide this developer employ which types
et al. (2023) methodology developers Australia Medium information of methodology
Interviews .
. . Developers may transition
Winarso with Jabotek, .
. . . between roles over time
(2000) Timeframe developers Indonesia Medium Low
Low: the research
Medium: many data does not
developers found provide this
in the research information and
Ballina and data can some of
Interviews Byron categorised into Coiacetto’s types Coiacetto's data and analysis
Coiacetto with shires, one of Coiacetto’s are non-residential includes non-residential
(2001) Strategy developers Australia types developers development
Ballina and Low: the research
Interviews Byron data does not
Coiacetto Community with shires, provide this
(2000) interactions developers Australia Medium information

As the table above summarises, the literature provides a wide variety of existing typologies

of developers, each unique in its means of typologisation and original case study.

Which of these, if any, are applicable to the research context of development in

contemporary New Zealand? To answer this question it is necessary to consider the

applicability of the typology to the research context given the limitations of the research data

and the key limitations of each typology.
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Research Context

To be useful for this present research, a typology must be applicable to the current
demographics and characteristics of housing developers in New Zealand.

Developers in this context are usually diverse in their activities, with companies of all sizes
frequently engaging in both greenfield and infill, detached and townhouse or apartment
developments simultaneously. This means that a typology by primary type of development
like that of Parker et al. (2023) is unlikely to be useful.

However, the data presented in section 2.8 and part 4 of this report reveals that these
developers are diverse in their organisational and ownership structures: although the
majority of development is performed by the private sector, public agencies like Kainga Ora
and local governments, indigenous groups like iwi/hapu/whanau, and educationaland other
institutions have a small but significant and growing presence. There is also evidence of
diversity in business models, financial feasibility assessment methodologies, timeframes,
strategies, and community interactions among developers. This means that the majority of
the typologies have some overall applicability to the research context.

Research Data

A general review of the existing literature and datasets reveals a significant lack of data on
the diverse characteristics and behaviours of housing developers in contemporary urban
New Zealand. The present research helps to address this gap through providing new data as
detailed in section 4.

However, prior to the acquisition of this new data it was necessary to identify an existing
dataset that could give an indication of the current nature and composition of the
development sector in New Zealand. Requests were made to six major urban councils
(Auckland, Hamilton, Tauranga, Wellington, Christchurch, and Dunedin) for datasets
containing the name of every individual, business, or organisation that was granted a
building consent for a new residential development in the period January 2023 — April 2024
(the time at which the request was made). This data provided a sufficient snapshot of active
developers against which the applicability of the existing typologies could be further tested.

This data enabled the categorisation of developers by:

e Type of individual/company

e Number of projects per annum

e Typical project size and range of project sizes
e Typical project type and range of project types
e Areas/locations of activity
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The limitations of the existing data eliminated typologies by primary business activity,
financial feasibility methodology, timeframe, strategy, or community interactions because
there is insufficient data on any of these variables to allow the creation of a new typology.

3.12. Necessity of a New Typology

This section has presented the results of a literature review identifying existing typologies of
housing developers. There are twelve dominant variables upon which these typologies have
been constructed, each with its own purposes and contextual applicability. Although other
typologies of developers might also be applicable in this context, a combination of the high
diversity of developer sizes observed in the New Zealand sector and the availability of
existing data make a typology by size the most applicable to the research context. However,
the question then becomes: are the existing typologies of developers by size directly
applicable to the research context, or is a new typology required?

Analysis of the research context and data reveals several significant features which the
existing typologies of Ruming (2010) and Rowley et al. (2014) fail to capture:

Mum and Dad Developers

A large proportion of smaller-scale development projects in New Zealand are funded by
what Coiacetto (2001) labels ‘mum and dad’ developers: individuals, families, trusts, and
small organisations who typically engage in a single development project only. Because of
their limited capital, access to finance, and willingness to accept risk, these developers
typically engage in small residential intensification or subdivision projects producing an
average of 1 -4 new dwellings.

Many mum and dads are ‘passive’: they did not purchase the property with the immediate
intention of developing it; rather, exterior changes like rezoning, urban growth, and market
trends created significant development potential at the site which they then realised.
However, others may be ‘active’, having purchased a property for the purpose of developing
it as a financial investment.

Because they are engaged in only one development project, most mum and dads lack a
strategy; rather, they are motivated by specific goals like profit from the sale of the new units,
long-term rental income, and/or provision of housing for family or community members
(especially among some ethnic minority communities). Their behaviour and decision-
making is informal, relational, and personal. The information guiding them through every
stage of the development process typically comes from conversation with their neighbours
and peers, observation of other developments in their area, and a 'back of the napkin’
financial calculus rather than any formal expert advice. They cannot usually afford to self-
finance their project and must apply for financing. Because a very large part of their financial
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portfolio is tied to the project, mum and dads tend to be very attached to their specific
development concept and its expected return, meaning a lower willingness to abandon,
alter, or compromise than among their larger peers.

When mum and dad developers interact with councils, it is at a relative disadvantage due to
their lack of experience or established relationships with council staff. Their applications are
processed by low-level, frontline staff — duty planers and building consent officers —and the
mum and dads must operate within the official channels and 'rules of the game' at all times.
If council are unwilling to accept their proposal as is then they may adopt a strategy of
‘fishing around’, going back and forth with council until an acceptable outcome is achieved
or the proposal is explicitly rejected.

Specialist Developers

The contemporary New Zealand residential development sector has a significant presence
of what Coiacetto (2001) calls specialist developers. These are large organisations engaged
in large but infrequent projects of special types of units like high-rise apartment buildings
and retirement villages. These firms require very specific types of demand, e.g. large
numbers of elderly people or an urban area with extremely high housing demand and
population density, as well as very specialised types of sites. This specialization makes
them sufficiently different from other ‘large’ developers to warrant separate analysis.

Community Developers

Finally, in a New Zealand context community developers, especially iwi’/hapu/whanau, have
a significant and growing role as actors operating outside of the normal values, methods,
and strategies that govern development by the private sector. These are organisations who
develop to further their own specific objectives, with a strategy defined by long time frames,
significant preplanning, and conservatism. Examples include educational institutions
providing student accommodation, iwi and hapu developing papakainga, and state
agencies like Kainga Ora. For these developers, profit is often incidental and secondary to
their primary objectives of providing specific community services and increasing community
welfare. Decision-making is by organisational leadership informed by professional
consultant advice.

Conclusion

Because none of these unique features are adequately captured by the existing typologies
of developers by size, the creation of a new typology that incorporates these groups is
required.
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3.13. Proposed New Typology

The previous analysis has established that a typology by size is the most applicable to the
research context, but also that the existing small — medium - large typologies based on
Australian case studies of Ruming (2010) and Rowley et al. (2014) exclude significant groups
of developers unique to the New Zealand research context.

To capture these excluding groups, it is proposed to typologise developers in a quadrant
along the dual axes of frequency of projects (number per annum) and scale of operations.

Proposed New Typology

Frequency of Projects (number per annum)

Low Frequency High Frequency

Mum and Dad: Small:

* Individuals, families, trusts, and * Individuals and small companies
small organisations doing 2 -4 projects per annum

* Engaged in a single development
project

* Passive/reactive developers

Small Size

Specialist:
* Large scale of operations but
relatively few projects

Large:
Companies doing 4+ projects per
annum

Scale of Operations

E.g. high-rise apartment buildings,
retirement villages

Pursuing a long-term multi-site
strategy

Large Size

Also important to highlight the presence of community developers, especially iwi/hapu/whanau

Figure 3.2 - Proposed New Typology of Developers

This typology recognises the major differences between small and large developers
identified by many of the existing typologies while also identifying mum and dad and
specialist as distinct categories of developer. Community developers are not incorporated
into the typology proper because although they exist as a distinct type of developer, they
vary greatly in both their frequency of projects and scale of operations.

3.14. Conclusion

This section has demonstrated that while a typology of developers by size is the most useful
given the research context and limited corpus of available data, there are several unique
features of the contemporary New Zealand development sector which the existing
typologies fail to capture. It then went on to present a new typology of developments in this
context which may form a useful basis for future research into housing developmentin New
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Zealand and other similar contexts. This new typology also provides a useful basis for future
agent-based modelling of these diverse developers, further contributing towards better
policymaking and scenario modelling.

4.Introduction to Survey and Interviews

4.1. Rationale

The previous combined literature review and data analysis revealed a lack of existing data
on the diverse characteristics and behaviours of housing developers in contemporary New
Zealand and proposed a new typology of housing developers suited to this context. It now
remains to apply this typology to real data and thereby provide insights into the main events,
drivers, actors, relationships, values, and rationales that drive housing development.

A survey was selected as the best methodology for providing a large dataset of both
quantitative and qualitative data that captures the diversity in housing developers previously
identified. This survey was then supplemented through a series of interviews in which select
respondents were invited to expand on their survey responses, providing further qualitative
data on developer behaviours, rationales, values, and responses to various prompts. This
methodology was based on Ruming (2010), who used the identification of developers via
building consent data, surveying of a large population, and interviewing of a smaller group,
to investigate the importance of informal relationships with local governments to developer
behaviour and decision-making. The interview methodology was also informed by Glaser
and Laudel (2004).

However, this methodology had several significant limitations. Given a relatively small
population of potential respondents, the survey had to kept relatively short, simple, and
approachable in order to maximise the response rate, which limited both the range of
questions that could be asked and the complexity of the data gathered. This was however
somewhat remedied by the interviews, which enabled some respondents to provide
additional complexity and scope to their answers.

4.2. Methodology
Survey Development

The survey contained twelve questions grouped into three categories: demographic, site
selection and development feasibility, and reactions to natural hazard scenarios. The
following table provides the text of each question, alongside the research purpose(s)
justifying its inclusion in the survey and literature references where applicable.
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Table 4.A - Survey Questions and Justifications (Questions 1 -5)

# Question Purpose(s) Literature Reference (if
applicable)
1 What is the primary type of 1. To provide demographic Parker et al. (2013) typologise
development that you build? data and confirm the developers in an inner-city
2 Do you also build other types of diversity identified in the Canadian case study into
development? BC datasets greenfield, infill, and student
2. Todetermine whether housing developers with different
there are any correlations | values, rationales, and behaviours.
between type of
development and The typology of new dwellings used
developer values, by Statistics New Zealand was
rationales, and workshopped with the project
behaviours team to produce the following
labels:
e Standalone homes
e  Duplexes/townhouses
e  Apartment complexes
e  Retirementvillages
e  Small prefabricated
homes
e  Papakainga
3 How many projects do you or your | To provide demographic dataanda | Ruming (2010) established a
organisation typically complete in | potential means of typologising typology of small (1-3 projects),
ayear? developers by size medium (4-10), and large (11 or
more), based on an inner-city
Sydney case study. Because the
BC data also identified single-
project ‘mum and dad’ developers
as having a significant presence in
NZ, this option was separated out.
4 How many new dwellings (homes | To provide demographic dataanda | Ruming (2010) uses small (less
or units) does your typical project potential means of typologising than 10 dwellings), medium (10-
contain? developers by size 20), and large (30+). However, the
BC data suggested thatin an NZ
context the majority of developers
are engaged in single-dwelling
projects, with the remainder
roughly split between 2-4, 4-10,
and 11+ categories.
5 How long does it take you to To provide important data to inform
complete a typical development the development of the ABM
project?
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Table 4.B - Survey Questions and Justifications (Questions 6 - 12)

increase in flooding risk, how would
your plans typically change?

to indicate the range of possible
developer behavioural responses to
natural hazard risk

# Question Purpose(s) Literature Reference (if applicable)
6 For how many years has your To determine whether there is any
organisation been active in the correlation between developer
property development industry? age/experience/maturity and
differences in behaviour
7 What are your primary areas of 1. To provide demographic data
activity? 2. Toconfirm that the survey
respondents are
representative of the entire
country
3. Toidentify any differences
between developers from
different places
4. Todetermine whether there
is any correlation between
the geographical scale of a
developer’s operations and
any other variable(s)
8 Rank the following things in terms of | To determine what variables are The literature identifies over 30
how important they are to you in most important to developers when unique variables that determine the
determining the development they evaluate the development likelihood of a site to be developed.
potential of a site: potential of a site These were workshopped with the
project team and reduced down to
six broad categories:
. Proximity to greenspace
. Current land use and
infrastructure servicing
. Natural hazard risk
. Transport accessibility
. Site is in a high-end
neighbourhood
. Size
9 Rank the following things in terms of | To determine what variables are The literature identifies planning
how important they are to you in most important to developers when policies (Adams et al. 1992), the past
determining whether a development | they evaluate the feasibility of a experience of the developer (Dodd
conceptis feasible: development concept 2020), and their observations of
other developers (DeCoster and
Strange 2012) as the primary
determinants of how developers
conceive of, and evaluate, a possible
development. In discussion with the
project team, it was suggested to
add social need to better capture the
values of developers like iwi.
10 Please rate how likely it is that you To indicate developer behaviour The list of scenarios was
would be willing to proceed with a responses to various natural hazard workshopped with the project team.
development under each of the scenarios
following conditions related to flood
risk:
11 Please rate how likely you would be To determine whether developer Low/medium/high risk categories
to change your development plans if | tolerance of natural hazard risk may were used as they are common
new flood hazard mapping depicted | vary by any demographic across all industries, mapping
the site as having... characteristics schemes, et cetera.
12 If your plans would change with an A general answer question intended
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4.3. Site Selection Variables

Survey Question 8 asked developers to indicate the relative importance of various
categories of variables or characteristics in their overall evaluation of the development
potential of a site. The literature identifies a great number of individual variables affecting
land value, house prices, and other indicators of development potential or relative
attractiveness to developers, all of which could be important to the site selection behaviour
of an individual developer. However, for the purpose of a survey it was necessary to simplify
these many variables into a few broad categories.

Proximity to Greenspace

The literature identifies the importance of environmental amenities to land and property
values, household wellbeing and preferences, and therefore in determining geographical
and physical patterns of development. Site selection can be influenced by a myriad of
specific environmental amenity features, ranging from geographical features like the
coastline, to natural forests and wetlands, to manmade landscapes like urban parkland.
There are also different ways of quantifying the effects of such features, with some
researchers focusing on the physical distance from site to feature and others instead
focusing on the quality of the view which the site has over the feature.
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Table 4.C - Environmental Amenity Variables Identified in Literature Review

Variable Source and Comment

Distance from the coastline Ward et al. (2018)

Distance from a protected natural area Martinez-Jiménez et al. (2022)

Distance from a forest Usually positive unless the proximity of the
forestincreases fire risk or introduces security
and/or amenity concerns (Martinez-Jiménez et
al. 2022)

Distance from an open space landscape | Positive but effect varies by household
(Schlapfer et al. 2015)

Diversity of surrounding land uses Schlapfer et al. (2015)

Distance from a wetland Effect varies depending on whether the
wetland is maintained (Chi and Marcouiller
2013)

Distance from public land Bolitzer and Netusil (2000)

Distance from a golf course Bolitzer and Netusil (2000)

Distance from an urban park Piaggio (2021)

Distance from any urban open space Bolitzer and Netusil (2000)

Distance from a stream Usually positive, unless it is polluted or
introduces flooding risk (Arsanjani et al. 2013)

View of trees/forests Joly et al. (2009) and Schlapfer et al. (2015)

View of farmland Joly et al. (2009) and Schlapfer et al. (2015)

View of roads Negative (Joly et al. 2009)

View of topographical features Positive (Joly et al. 2009)

View of water Chi and Marcouiller (2013)

Environmental amenities have a generally positive effect on site development potential,
because people usually prefer properties with the tangible presence of features and areas
of high naturalvalue. For example, Tyrvainen and Miettinen (2000) found that in Salo, Finland,
a one kilometre increase in proximity to the nearest urban forest resulted in a 6% increase
in market price, while views onto a forest increased dwelling prices by an average of 5%. A
similar investigation by Bolitzer and Netusil (2000) into the housing market of Portland,
Oregon, USA, found that sites within ~500m of an urban park sold for an average of $2262
USD more. Environmental amenities can be both natural (e.g. the coast, a lake, or a forest)
and manmade (e.g. an urban park or golf course). Developers can also incorporate new
environmental amenities into their developments; for example, a large subdivision in a
coastal area might feature new artificial canals.

However, some environmental features can have an either positive or negative impact on
development potential depending on their exact nature: what may be an environmental
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amenity in one context can also be a retardant to development in another. For example, a
case study of San Jose, Costa Rica revealed how development potential was low in areas
bordering undeveloped forests and other natural spaces on the urban fringe due to
associated pollution and safety concerns: had the same forest been a protected and
managed natural park, the effect would probably have been positive instead (Piaggio 2021).

Environmental amenities are different from many other site variables in that they are
typically non-essential: while most households would prefer to live at a site with high
environmental amenity, many cannot afford it, or choose to instead live closer to centres of
employment, commerce, and services instead. A much greater proportion of the population
accept living without environmental amenities than without essential infrastructure or
services. Environmental amenities doubly decline in value during economic recessions and
households are both less willing to pay extra for them and less willing to accept low
environmental amenity when house prices are reduced (Chadourne et al. 2013).
Environmental amenities are therefore likely to attract upper-class communities willing to
pay a premium for them and generate high-cost, low-density, housing development (Walls
et al. 2018). This helps explain why natural amenities have the greatest effect on rural areas
adjacent to existing metropolitan areas: affluent households encourage the development of
housing in high-amenity areas at the urban fringe (Chi and Marcouiller 2013).

These amenities are also subject to significant spatial heterogeneity because they are highly
subjective: households value sites with similar levels of environmental amenity differently
according to their accessibility, affordability (as discussed prior), amenity interactions, and
personal preferences. The mere proximity of an environmental feature is of little valuable if
it is not visible and accessible from the site. Households tend to value amenity features
highest when they have a tangible, interactive presence: thus marketers will advertise a
house and/or land as featuring mountain views or beach access.

Because the full diversity and complexity of environmental amenities could not be feasibly
incorporated into the proposed survey, it was decided instead to specifically test the
importance of ‘proximity to greenspace’, a term intended to capture both proximity to, and
views over, both natural and manmade natural areas.

Current Land Use and Infrastructure Servicing

The current land use and infrastructure servicing is frequently identified in the literature as
a key determinant of development feasibility and therefore site selection. Unlike
environmental amenities, most developers view evidence that the site can be developed
without requiring an unaffordable process of site (re)development in order to make it
compatible with their intended (re)development.
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Aburas et al. (2016) identify this term as encompassing:

e Howthe land is legally divided and owned, and whether it can accommodate the
proposed development without subdivision or consolidation of titles

e Whether the existing contour support the development

e Geotechnical, natural hazard, and contamination issues

e The compatibility of existing buildings on site and the cost to demolish them

e The current land use classification under the planning system and the difficulty of
changing this if required (Aburas et al. 2016)

For smaller projects, essential infrastructure typically includes roading connections,
telecommunications, and 3 waters; for larger projects, it may also include new transport
corridors and linkages, new local infrastructure facilities, and hazard defence schemes
(Martinez-Jiménez et al. 2022).

Natural Hazard Risk

The literature indicates that the impact of natural hazard risk on developer site selection is
complex: developers are influenced by the perceived risk at the site, the level of
government and council restrictions on development in the area, the perceptions of
potential homebuyers as to how safe the new units will be, and, perhaps most importantly,
whether the developer and future homeowners will be able to acquire private insurance.

The international literature discusses how natural hazard risk is often correlated with
environmental amenities, with the positive impact of the amenities often overpowering the
negative impact of the hazard: for example, Walls et al. (2018) developed a dynamic agent-
based spatial simulation model of coastal areas at risk from hurricanes and found that an
increase in event frequency had very little effect on future land use patterns in high-
amenity coastal areas.

Transport Accessibility

Hansen (1959) defines accessibility as the spatial distribution of activities around a
residential unit, adjusted for the ability and desire of residents to overcome spatial
separationin pursuit of those activities. His ‘Gravity-Based Measure’ of accessibility defines
the accessibility of House X to Activity Y as directly proportional to the size of the activity and
inversely proportional to the distance/travel time between them. This definition has since
become the most commonly accepted in the literature on the subject. Households are
willing to pay a certain accessibility premium to increase their ease of access to important
places and activities (Bao et al. 2021).
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According to Geurs and van Wee (2004), accessibility consists of multiple components,
including:

e Land-use: the amount, quality, distribution, and demand for places hosting
activities that people want to travel to

e Transportation time, cost, and effort

e Temporalfactors: the availability of different transport options at different times,
and the limitations imposed by people’s schedules (e.g. the CBD may be less
accessible during rush hours)

e Individual preferences —the access needs of the population varies greatly by
demographic and class groupings

The literature is in near-universal agreement that transport accessibility represents an
important component of site development potential, however, the relative importance of
different transport systems vary by socioeconomic context: for example, while Campbell et
al. (2019) identify semi-formal public transport and walking as key transport modes in a
developing country like Kenya, using access within one hour of travel time as the key metric
of accessibility, East Asian case studies tend to instead emphasise the importance of rapid
transit (Bao et al. 2021), while North American authors use road distance or travel time by
car.The scale of effects also varies by transport mode: because most users must either walk
or use active transport to travel from their home to a public transport node, the effects on
development are much more localised that for an equivalent roading project. In a New
Zealand context, this latter approach is the most applicable, as the vast majority of trips are
made by private car. In car-dominated societies, the presence of public transport nodes can
actually reduce the development potential of neighbouring sites due to associated crime
and noise pollution concerns (Dore et al. 2013) - although the same may be true of
motorways and other major roading projects (Jun and Kim 2016).

Accessibility in a New Zealand urban environment is therefore likely to be viewed as highest
at sites with easy access to existing motorways, highways, and other major road transport
corridors. A site that is very far away from local transport corridors or lacks any existing
transport linkages will have very low development potential and may be unviable, as
households are unable to practically access centres of employment, commerce, and
services from the area.

There is also the question of: accessibility to what? Past researchers traditionally assumed
that development potential (and therefore land value) was positively correlated with
proximity to the CBD alone, but in today’s polycentric cities the variables of accessibility are
much broader (Gedal and Ellen 2018), leading authors like Winarso (2000) to discuss
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‘accessibility to activity centres’. The literature identifies a broad range of potential access
needs:

e The CBD or other urban centres,

e Commercial and employment areas,

e Services like schools and hospitals,

e Recreational sites,

e Majortransport nodes like railway stations and airports,
e Neighbouring towns and cities,

And various others. As mentioned prior, the relative importance of these varies by individual
and household characteristics.

As a final note, Wahyudi and Liu (2019) discuss how differences in site accessibility on site
development potential crate a stratification in the activities of large versus small developers,
wherein large developers capture the high-accessibility sites near the CBD and other urban
centres, while small developers focus on a dispersed and disconnected distribution of sites
around the outer urban form.

Neighbourhood

The literature indicates that developers do not select sites in isolation, but rather in the
context of socioeconomic dynamics at a regional, urban, and local level. Urban areas tend
to be divided, either formally or informally, into semi-distinct ‘neighbourhoods’, which are
used by planners and administrators, property market analysts, and the general public, as
well as by developers when making their site selections. It is common for developers to
target neighbourhoods with strong local property markets and avoid areas with poor popular
reputations and low property values.

Cai et al. (2023) and Chesire and Sheppard (1989) identify some of the many ways in which
different neighbourhoods vary:

e Amount, distribution, and quality of local restaurants, shops, entertainment, and
leisure (and associated employment opportunities)

e Amount, distribution, and quality of local education, healthcare, public service, and
personal care services

e Population density

e Transportation network

e Socioeconomic demographics like income, class, and ethnicity
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Gedal and Ellen (2018) have observed that in urban areas with extreme socioeconomic
inequalities, a site viable for development may be left vacant or underutilised if it is located
in a low-value neighbourhood, indicating a pronounced rejection of the neighbourhood by
local developers.

Size

The size and shape of a site are essential determinants of its potential yield and the range of
development options it presents, suggesting that it will be a major variable in developer site
selection. However, because larger sites are also more expensive and require more
resources and capacity to develop, Wanago et al. (2024) found that smaller developers
typically limit themselves to small, dense developments, while large developers seek larger
sites which allow diversification of output, staged development, and increased profit due to
lower marginal costs per unit. There is also evidence to suggest that the marginal benefit of
increased site size is concave: a case study from Nevada, USA found that the value per acre
for residential land was maximised around 14 acres (5.67 hectares), after which the
marginal value of land begins to decline (Clauretie and Li 2019). This could mean that the
relative importance of site size varies by developer size.

4.4. Feasibility Assessment Variables

In a similar vein, question 9 asked developers to indicate the importance of four variables in
their feasibility assessment process. These variables were also chosen due to their strong
foundation in the existing literature.

Planning Policies

Local, regional, and central government planning rules all have a significant impact on the
behaviour and decision-making of developers. Adams et al. (1992) discuss how in some
cases the strategic directives and development guidelines of planners may be more
important than the features of the site itself in determining how developers evaluate
feasibility.

Planning policies can completely forbid the development of a site, or limit the range of
development options, orimpose restrictions that reduce the economic viability of the units,
all of which may reduce the development potential of a site. The planning system can also
unintentionally hinder development through long, costly, and unpredictable consenting
processes that change the risk calculus for potential developers and force them to commit
to particular project details early, compromising their ability to respond to market trends
later in the project timeline and thereby threatening the final financial performance of the
development (Grimes and Mitchell 2015).
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In a New Zealand context, Grimes and Mitchell (2015) discuss the special significance of
planning rules for apartment developers, with design standards in the Auckland Unitary Plan
costing developers up to $100, 000 for apartment in terms of both compliance costs and
forfeited revenue from reduced yield.

Developer perceptions of planners and the planning system vary across a spectrum
stretching from a negative view of planning as a rules-based bureaucratic hinderance, to a
more positive perception of planning as a process of future visioning and place-making in
which the developer is an eager stakeholder-participant (Coiacetto 2000). However,
regardless of their position on this spectrum, developers do not always unquestioningly
accept the logic, rules, and decision-making of planners. Whether the product of an
intentional strategy or merely the byproduct of becoming well-established in a particular
location, developers often use their social capital and economic importance to manipulate
the planning sector. For the smallest developers, this entails establishing relationships with
particular staff within local government, helping to expedite consenting processes and
negotiate compromise outcomes (Tandel et al. 2023). Medium-sized developers will
alternatively appeal to council directors, managers, and team leads. However, the largest
developers tend to ignore this type of local politicking and instead try to influence plan- and
law- making at a higher level.

Where they cannot outright change local planning rules, developers may instead seek ways
to circumvent them: for example, developers in Toronto historically sought to escape rent
control polices by developing condominiums which were not covered under the existing rent
polices (Rosen 2016).

The largest developers may also attempt to leverage their large economic presence by
threatening to leave the area or abandon projects unless the local government offers more
favourable tax rates, planning rules, development benefits, etc. These threats are never
made explicitly but rather are communicated obliquely as references to unfair or
uncompetitive local regulatory environments. In this way the developers make different
councils compete with one another for their jobs, tax money, and community investments.
Their ability to achieve this is greatest in areas with high administrative fragmentation, and
lowest in areas with strong community participation and/or inter-district cooperation (Kang
2022).

Past Experience of the Developer

The literature indicates that developer behaviour and decision-making is greatly influenced
by their own past experience and the prevailing external economic, political, social,
demographic, technological, cultural, and environmental contexts in which they operate,
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over which individual developers have very little control (Murphy 2019). Developers in New
Zealand consider their provision of housing to be determined by their vision of the ‘normal’
household: who are they, what are their needs and wants, what type of dwelling do they
require, and how this should best be designed, built, and marketed? This norm may exclude
many non-traditional households, with for example most developers still planning primarily
for nuclear families despite these now being a minority of households (Dodd 2020). Murphy
(2020) understands housing markets as devices through which certain calculative practices
are institutionalised. House prices are determined by the cumulative calculative actions of
many different market actors, with the dominant parties imposing their calculative norms
upon the other participants, until such practices become inescapable norms. Despite the
plentiful research demonstrating how context-specific and ever-changing the ‘rules’ of the
development ‘game’ (Van Dijk et al. 2007) are, most developers still nonetheless view the
prevailing development system as something universal, natural, and inevitable (Murphy
2019).

Observations of Other Developers

The phenomena of the development cycle and herding demonstrate how developmentis a
behavioural feedback loop. Development actors collectively establish norms of behaviour
and decision-making which are enforced through consumer demand, regulatory
mechanisms, and reputation. Developers know that standard and conservative developers
are the most likely to achieve financing and consent, proceed without significant
unexpected delays or complications, and fulfil current consumer demand. Deviations from
these norms are discouraged by reputational loss and development failure.

However, because market dynamics, consumer demand, macroeconomic conditions, and
productive technologies are always changing, there are always profitable niches available
for the few firms willing and able to successfully innovate and challenge the current norms.
The majority eventually follow their lead, until these new behaviours become the norms
against which the next generation of developers rebel.

This means that developers have a major role in creating the values, aspirations, goals,
practices, and visions that determine their own behaviour. Although most developers
perceive themselves as subject to market conditions and consumer demand, they have the
power to collectively change consumer lifestyles and demographics, thereby changing the
demand which they must meet. Rosen (2016) gives the example of condominium developers
in Toronto, Canada, inthe 1970s, who collectively endeavoured to repopularise high-density
inner-city housing and overcome stigmas of crime, overcrowding, and low housing quality
by re-imagining these areas as ideal for young, affluent singles, thus creating a new ‘yuppie’
demographic to demand their product.
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The literature identifies how developer behaviour is influenced by their observations of other
developers through discussions of the phenomena of herding: the irrational tendency of
developers to copy the successes of their peers by purchasing sites in similar locations and
develop similar types of housing on them. Behavioural mimicry is common among
developers because it is usually easier, cheaper, and quicker to supplement one’s own
limited information with those of others rather than always engaging external experts. This
tendency only becomes problematic when developers fail to engage in their own evaluation
of potential sites, development potential, and market demand, and instead rely entirely on
flawed information about the past successes of themselves and their peers when planning
new projects. At worst, herding developers outright ighore the warning signs of their own
feasibility assessment on the assumption that their projectis somehow special and superior
to their competitors (Ro et al. 2019.

There are three primary causes of herding.

Firstly, developers are always imperfectly-informed about market supply and demand.
Acquiring objective expert information is difficult and costly, and so developers tend to
instead rely on a combination of personal knowledge and experience with what they can
learn from the choices, experiences, and information of others in their social network. This
information is always imperfect and typically out of date (due to the time lag inherent in all
development projects), and these errors increase with each new iteration of copying (Ro et
al. 2019).

Secondly, developers tend to avoid making unconventional or unusual decisions because
this will weaken the confidence of their investors and collaborators and, if unsuccessful,
threaten their general reputation. It will often save a developer time, resources, and effort to
copy the actions of others rather than face the research costs and heightened reputational
risk of attempting to find a radical new development opportunity (DeCoster and Strange
2012).

Thirdly, herding is strongest when the marketis experiencing a boom: atthese times there is
less information available to inform development decision-making, greater pressure on
developers to seize the moment and maintain a market presence, easy access to finance,
and a general optimism among many less-experienced developers that the boom will be
long-lasting. Overconfidence is common among the less experienced developers that enter
the market during boom times, but exists among all types of developers, and is worsened by
local, regional, and national policies promoting growth by projecting images of long-term
investment stability and reducing barriers to market participation (Su and Qian 2023). Once
cascading, development will continue despite weakening markets and declining consumer
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demand, thus helping to explain why overbuilding is often an issue immediately after a
property ‘boom’ (Ro et al. 2019).

Social Need

Finally, the literature identifies how specific groups of developers like central and local
government organisations, NGOs, and iwi, hapu, and whanau, may primarily consider social
need when evaluating the development potential of a site (Coiacetto 2001).

4.5. Natural Hazard Scenarios

There is increasing interest among policymakers in understanding and predicting how
developers will react when presented with different natural hazard scenarios in order to
inform the development of more effective and realistic natural hazard policy. To help meet
this need, itwas decided to include in the survey questions asking respondents to rank their
likelihood of developing a site subject to one of six natural hazard scenarios.

These scenarios were selected through a combination of a general literature review and
discussions with the project team. To ensure that the survey was quick and approachable
(and thereby to maximise the response rate), it was decided to test only the likelihood of
each respondent to developer under each scenario, rather than investigate a range of
complex behavioural responses.
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Figure 4.D - Natural Hazard Scenarios and Hypotheses

Scenario

Hypothesis

The site was affected by a recent flooding
event

Developers will be more reluctant to develop a
site that has recently experienced a hazard
event than a site that has an identified hazard
risk, as communicated through mapping
and/or other related means. This is because
humans are generally biased towards recent
and real events over historical and/or
unrealised threats (National Academy Press
1989).

Flood hazard mapping indicates that the site is
at risk from flooding

Hazard mapping will have a relatively weak
effect on developer decision-making due to (a)
the bias discussed above, (b) these maps often
being inaccurate (Dewi et al. 2016), (c) a
subsequent discrediting of these maps among
some developers, and/or (d) the ‘pull’ of
amenity features is greater than the ’push’ of
hazards (Ward et al. 2018).

The site is protected by hazard-engineering
structures

Developers will be highly willing to develop
such a site because they tend to overestimate
the risk reduction effects of such structures
(Fridirici 2008).

Future homeowners may find it hard to acquire
private insurance

This was greatly reduce developer willingness
to invest (Benson and Clay 2004).

The developer is required to provide a 10-year
development guarantee

The Building Act 2004 holds developers
responsible for any defects that occurin a
newbuilt home within ten years of
construction; however, this currently excludes
defects caused by natural hazards.

Although there is little existing literature on the
topic, it is assumed that this will cause a
greater reduction in willingness to develop
than the presence of a hazard alone because it
is forcing the developer to accept direct
financial risk.

The developer is required to contribute
financially towards building hazard-
engineering structures

Although there is little existing literature on the
topic, itis assumed that this will cause a
greater reduction in willingness to develop
than the presence of a hazard along because it
is forcing the developer to accept direct
financial risk.
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4.6. Survey Distribution

The survey was initially sent to a group of 141 developers who (a) appeared in the BC
datasets and (b) had publicly-available contact information at the time the survey was sent.
This second restriction eliminated the majority of developers in the BC dataset, as most
small property investors and ‘mum and dad’ developers do not provide their contact
information online. This group of 141 were sent an email with a brief description of the survey.

The distribution was then later expanded with additional developers identified through the
following methodologies:

1. Google Search and Google Maps searches for housing developers in each region of
New Zealand. This identified 127 additional developers which were also emailed,
bringing the total number of developers contacted directly to 268

2. The survey was then distributed to the members of the Urban Development Institute
of New Zealand and the New Zealand Planning Institute

The survey was therefore sent to approximately 500 — 600 developers active throughout New
Zealand.

4.7. Interviews

At the end of the survey, respondents were asked whether they consented to be contacted
for an interview: 13 said yes. These respondents were then sent an email containing a
suggested meeting date, time, and location, a brief methodology statement, and an
information sheet (Appendix 4), and asked to review this information and confirm
understanding and acceptance. Three failed to reply and one declined to participate any
further in the research, reducing the final number of interviews conducted to 9.

Each interview was between 30 minutes — 1 hour. Audio was recorded and transcribed.
Participants were asked seven questions intended to expand upon their responses to the
survey (Appendix 3), with the interviewer sometimes asking additional questions when the
opportunity arose. Interviewees were sometimes allowed to respond beyond the intended
scope of the questions if it was still relevant to the overall research objectives.

1. What are the most important values and rationales that influence your behaviour
and decision-making as a developer?

2. What are the most important factors that you consider when evaluating the
development potential of a site?

3. Describe your typical process for evaluating the feasibility of a development
concept

4. How do you evaluate the natural hazard risk of a site or project?
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5. How does your development behaviour change with an increase in natural hazard
risk?

6. Would you ever develop a high-risk site?

7. Now that you know more about the research and the specific questions that | am
asking in these interviews, can you recommend anyone else that | should talk to?

An anonymised summary of the interview participants is given below:

Figure 4.E - Anonymised Summary of Interview Participants

Name | Location Number | Size of Activities Experience
of Projects
Projects
1 Bayof Plenty | Low Large Diverse 11+ years
2 Auckland Low Large Apartments 11+ years
3 Wellington Medium | Medium Standalones and | 11+ years
Region Townhouses
4 Hawkes Bay High Medium Diverse 6-10 years
5 Christchurch | High Small Standalones and | 11+ years
and Selwyn Townhouses
6 Auckland Low Large Apartmentsand | 11+ years
Townhouses
7 Christchurch | Low Medium Standalones and | 1-5years
Townhouses
8 Auckland High Large Apartments, 6-10 years
Townhouses,
and Standalones
9 HawkesBay | Low Medium Apartments 1-5years

4.8. Results and Data Issues Identified

50 recipients provided responses, with 3 providing partial responses only. This gives an
estimated response rate of 8 — 10%.

The data was mostly high-quality, with only a few issues identified, requiring either editing,
assumptions of intended meaning, or a disregarding of some parts of the data:

e Fourrespondents identified their primary type of development as “sections”,
however, because they also housing development as a secondary activity, their
responses were kept

e Multiple respondents also selected their primary type of development from
question 2 as one of their other types of development in question 3. The duplicate
results were deleted

71



e Onerespondent responded to question 5 by stating that the question was too
simplistic, but then gave a general timeframe answer. This was used as their
response

e Onerespondent responded to question 8 with “cut regulations”. This was
interpreted to mean regulations other than planning rules, e.g. under the Building
Act

e Some respondents entered duplicate values into the ‘years’ and ‘months’ boxes,
e.g. 0.5 years and 6 months. It was assumed that these were duplicates (i.e. the
respondent meant six months, not a total of one year)

e Onerespondent entered “5” for question 7. This could mean that they are active in
five areas, but this response was deleted

e It appears that the phrasing of question 11 confused many respondents, as they
entered higher results for low flood hazard than high. In these instances the
responses were mirrored

While not compressively representative, the final data included respondents active across
15 different districts and 7 regions, plus one active nationwide. The data therefore
encompasses most of the major urban areas and housing development centres of the
country.
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Figure 4.1 - Number of Respondents Identifying Each District
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Figure 4.2 - Number of Respondents Identifying Each Region

5.Data Analysis

5.1. Diversity of Activities

Although differences in the two datasets mean that a direct comparison is not possible, the
demographic composition of the respondents generally corresponds with the diversity
observed in the BC datasets: housing developers in contemporary New Zealand vary
significantly in their size, typology of developments, and scale of operations.

56% of respondents primarily develop standalone homes, however, less than 20% of that
group engage in this activity alone. This reflects the trend (discussed in section 2.7.) of the
declining production of new standalone housing units in favour of townhouses, especially
in major cities: of the 28 respondents active in large cities only, just 10.7% are standalone-
only developers.
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Of the remaining respondents, 26% primarily develop duplexes and/or townhouses, 6%
apartment complexes, and 2% retirement villages. One respondent stated that they were
engaged in all of these types of development, and 8% said they engage in the preparation of
sections for future housing development alongside their direct housing development
activities. No responses were received from primarily papakainga or small prefabricated
homes developers, although some were engaged in these as secondary activities.

Table 5.A - Primary and Secondary Activities

Primary Activity % Secondary Activity | % (e.g. % of
primary
standalone
developers also
doing duplexes)

Standalone homes 56 Duplexes/townhouses 57.14
Apartment complexes 10.7
Retirementvillages | 14.29
Papakainga 7.14
Small units 10.71
None 17.86
Duplexes/townhouses 26 Standalone homes 61.54
Apartment complexes 30.77
None 30.77
Apartment complexes 6 Standalone homes 33.33
None 66.66
Retirementvillages | 2 Standalone homes, | 100

duplexes/townhous
es, apartment
complexes, small
units

Sections 8 Standalone homes 100
Developers in contemporary New Zealand are generally diverse in their activities, with only

20% of developers engaged in just one type of development. All but one of the interview

participants indicated that they did a mixture of typologies. Diversity of activities is greatest
among primarily-standalone homes developers, with duplex and apartment developers
being more specialised. This could indicate that established standalone home developers
are gradually diversifying their output, while new firms sometimes forego standalones
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entirely. A plurality (48%) of respondents develop both standalone homes and
duplexes/townhouses, with only 18% doing just one of either. This diversity suggests that a
typology by activity type would not be useful in this context. Only one of the interview
participants specialised in a specific type of units (apartments).

5.2. Number of Projects

Slightly less than half of all respondents engage in 12 or more projects per typical year. The
distribution is not even, with there being significantly less developers doing 4 -11 projects
perannumthan 2-3or 12 or more. Thiswas discussed by some of the interview participants,
as detailed below.

Table 5.B - Dividing Respondents by Projects per Annum

Number of Projects per % of Observations
Annum Respondents
1 14 e Combination of greenfield subdivisions

and apartment complexes
e Subdivisions featuring both standalone
and attached housing
e  Majority of projects are large (11+ units)
e Majority active in one city/district only

2-3 26 e Equal number of primarily standalone
versus attached developers

e Higher rate of specialisation (38.46%
doing one activity only)

e  Majority of projects are large (11+ units)

e Mostly active in one city/district only but
some multi-regional/nationwide

e Fourinterview participants

4-11 12 e  Majority combined standalone-attached
developers

e Typical project size 5-10 units

e  Majority active in one city/district only

e Oneinterview participant

12 or more 48 e  Maijority doing diverse activities

e Greatestdiversity of project sizes:
45.83% 11+ units, but others range from
1-10 units

e Threeinterview participants

76



Table 5.C - Development Activities by Size Groupings (Number of Projects)

Number of Standalone | Attached Combination | Other Diverse
Projects Per | Only Only Activity Activities
Annum Only

1 0% 0% 28.57% 42.86% 28.57%
2-3 23.08% 23.08% 15.38% 23.08% 23.08%
4-11 16.67% 16.67% 50% 0% 16.67%
12+ 16.67% 0% 37.5% 4.17% 41.67%

Note: ‘Combination’ = developers doing both standalone and attached but no other
activities. ‘Diverse activities’ = developers doing standalone and/or attached plus one or
more other activities

No developer doing only one project per year was completely specialised in either

standalone or attached homes. Because their projects also tend to be quite large, this could

indicate that larger housing development projects typically feature a combination of these

two types.

There appears to be a general correlation between number of projects and diversity of

activities: 69.24% of small (2-3 projects per annum) developers specialise in a single type of

unit, versus only around 20% for large developers, suggesting that as developers increase

their number of projects, they tend to have more projects of differing types and/or mixed

typologies.
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5.3. Typical Project Size

Table 5.D - Dividing Respondents by Typical Project Size

Typical Project Size % of Observations
(number of units) Respondents
1 16 e Majority do 11 or more projects per year

e Diversity of scales of operation (from a
single city to nationwide)

2-4 10 e Almost all do both standalone and
attached units

o Diversity of project frequencies and
scales of operation

e Oneinterview participant

5-10 24 e 58.3% combined standalone-attached
developers

e 25% engaged in diverse activities

e 33% do 1-3 projects per year, 4-10, and
11 or more, respectively

e Diversity of scales of operation

e Threeinterview participants

11 or more 50 e Greatest diversity of activities
e 75% doing 11 or more projects per
annum

e Fourinterview participants
As stated in a prior section, the categories used for number of projects and typical project

size were adapted from Ruming (2010) under the assumption, based on the BC datasets,
that NZ developers are generally smaller than what Ruming observed in her case study.
However, the survey data shows that around half of all developers do 11/12 or more
projects/units, suggesting that Ruming’s original typology may have actually been more
applicable. A relative lack of medium-sized developers is also observed along this axis.

Multiple interview participants discussed the economic incentive to grow their business and
develop at a greater scale, because the marginal cost of adding an additional unit to a
project declines due to (a) increased efficiency and (b) many project costs being flat.
Developer 3 said “we're trying to keep growing and trying to get our teeth into some bigger
stuff. There's as much work for us in doing three or four houses out the back of a residential
lot as there is in doing a 40-lot subdivision. So we might as well just put that time and
resources into doing something a bit bigger.” Developer 5 said “for a building developer, itis
about scaling...there's significant cost savings with scaling that we can then pass on to the
customer.” However, increasing typical project size also requires the developerrisking more
loaned capital on each project. Developer 6 expressed the view that small developers
experience a ‘danger zone’ period as they grow from small to large developers: “l think that
[developers falter due to] the nuances of borrowing money. The value of money today will be
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different to the value of money tomorrow, and having a long-term plan to manage that and
manage any fluctuations in development is quite key... larger developments of housing
[require] a lot of money - infrastructure, roading, easement issues, legal costs, design fees,
build costs, leasing fees, selling fees...at any stage, those projects can go bang - you might
find a community of bats that live on the site and you can't build because the bats are there,
right? So then that five percent profit you were going to take from the development is down
to two, and then all of a sudden build costs go up, and then actually it’s not two, it’s
one...global developers are probably doing well, and they’re probably there for the long term.
Smallterm developers are good, they’re probably there for the long term also. In my opinion,
it’s the people in the middle, who are taking that step to go from small scale to ‘I’m going to
chance out, going to go up [to] twenty’, that’s where a good understanding of feasibility, the
value of money and where it can go wrong is really key.”

5.4. Timeframes

Typical project lengths varied greatly, from six months up to ten years, however, 1.5 years
was the mean and modal response, and seems to be the typical length for a standard new
standalone or townhouse development, with apartment complexes and subdivisions taking
longer depending on their size. Developer 6 said that small-scale developers “can punch out
four houses within a year and a half, and they've probably made a really good return on
investment.” Where a developer is inexperienced and encounters unexpected delays, their
first few projects might be significantly slower: for example, first-time Developer 9’s
apartment development took more than 3 years to complete.

Landbanking is generally uncommon among New Zealand developers, with all of the
interview participants stating they engage in it very rarely or never. Most are unwilling to
accept a large amount of equity being stored in an investment generating no short-term
return and/or unable to afford a loan for such an investment. Developer 2 said
“[landbanking] can be a good strategy, but it’s generally lazy money, because land doesn't
pay anything, right? People do pretty good returns on paper, but often with land, if you put
debt on it, then you've sort of set a time bomb for yourself...a lot of people in land
development come unstuck because they've just got a debt clock ticking and they can't get
out of it.” Large developers can tolerate a delay in a project due to an unexpected problem
with the development or indications from their financial modelling that doing so would
maximise sales prices, because their investments are spread across humerous assets;
however, they still view this as sub-optimal and prefer to always develop a site as soon as
they have unconditionally acquired it. Conversely, very small ‘mum and dad’ developers are
often pre-committed to a site well in advance of beginning development and must persevere
in developing it despite any delays.
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Developers are somewhat more willing to consider rezoning, but only when they have
assurance from council that the zone change application is very likely to be accepted.
Developer 2 said that "infrastructure is absolutely critical for a rezoning, because if you've
gotta drag pipes or build wastewater treatment or whatever else, you can be sunk pretty
quick, or at the very least you've just got to be really big to get over your major infrastructure
hurdles.”

5.5. Experience/Maturity

The majority (60%) of respondents were mature developers with 11 or more years’
experience. 24% had between 1 — 5 years’ experience in the industry, while only 16% had
between 6 — 10, which could indicate either that less new developers emerged during this
period (approximately 2014 — 2018) or that developers are most likely to exit the market after
5, but before 11, years of experience. As would be expected, less experienced developers
engage in fewer projects, with 63.6% involved in three or fewer projects per annum.

6-10-year-old developers differ most in their approach to assessing site suitability, listing
the current land use and servicing, natural hazard risk, and size as all very important and
ranking them significantly higher than both their less and more experienced peers. A similar
trend is observed in both feasibility assessment and reactions to natural hazard scenarios.
The 6-10 group places greater emphasis on planning policies and social need, and slightly
reduced emphasis on observing the behaviours of other developers. It also exhibits
significantly greater willingness to invest a site subject to a recent flooding event.

Many of the interview participants who self-identified as high-experience said that they had
been very successful in their development history, with very few projects being abandoned
or finished at a financial loss.

80



Table 5.E - Interview Participant Experience and Development Success History

Developer Experience Comment

2 High About 99% of projects fail the due diligence
stage, then a couple of projects falter after
commitment due to market conditions

3 High Do 10-50 projects per year, only walk away
from about one per year

4 Medium Done 65 projects for the company and
haven’t lost money on any of them

5 High Has never abandoned a site because the

natural hazard risk is too high, but has had to
spend significantly on mitigations
They spoke of a connection between developer experience and ability to accurately detect

and evaluate development risks, with Developer 3 saying “even though [developers] come
and go, if you've got a bit more experience then you're assessing that risk better [and] the
results will be better long term.” Conversely, Developer 7 spoke about how inexperienced
developers buy sites without doing proper due diligence: “I've had one guy which [had] only
just started to do developing work, so he was a little bit inexperienced, but he had a little bit
of money and some investors and he went around buying all these sites without even going
to look at them or researching them properly, and then only finding out there are certain
things that would drive costs up or certain restrictions that [mean that] they couldn't get as
many units on there as they thought”.

Developer 3 spoke about how the development cycle creates periods in which immature
developers are especially vulnerable to failure: “you know, let's say every seven or eight
years, you get the economy kind of fizzing up and then a bit of activity and then it might peak
and drop down the other side. If you do a development either side of that peak, that’s kind
of where a lot of guys go broke. So | think you've got to be able to structure developmentin
the current market so it can survive a downturn and you can still trade it through the next
phase...” However, he also identified how some developers enter the market with an
intentionally short-term strategy: “...and a lot of guys don’t that, they just want to be in and
out and get the money in the bank and move on. And sometimes they time it right, and
sometimes they don't.” Developer 9 said that after his current project he will “basically just
sell and move on to the next one.”

5.6. Geographical Distribution of Activities

A majority (58%) of respondents were active in a single city only, with a further 16% being
active across just one district, bringing the total active in a single location to 74%. Of the
remainder, most were active in a major city and its adjacent districts (e.g. Tauranga and the
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Western Bay of Plenty) or across several major centres (e.g. Auckland, Wellington, and
Christchurch). Only one respondent (2%) was active nationwide. Where developers are
active in multiple disconnected locations, the interview participants indicated that they
typically divide their operations regionally or operate on a franchise model: for example,
although Developer 2’s company was active across multiple cities, he was responsible for
Auckland only.

Many of the interview participants spoke about the ways they adapted their activities to
unique local markets, with for example Developer 5 saying: “one of the things that drives us
here in Christchurch is [that] there is a significant amount of land that we've got available
around us...after the earthquakes, the entire Christchurch community kind of diminished
because a lot of people went elsewhere. So it's about growing this back up. | mean, our city
centre is fantastic now, so it's about wanting to bring more people into our region.”

Location also helps determine which variables are most important to developers when they
are evaluating the development potential of a site. For example, in the Hawkes Bay,
Developer 4 said that “we would always do stormwater analysis because it's usually our
biggest issue out of the three waters, having to allow enough stormwater attenuation and
storage devices to meet pre-development discharge”; whereas, in Canterbury, Developer 3
said “it's really site-specific. | mean, a lot of the services in Canterbury are relatively new
[because of the earthquake]. So that's already been renewed and we can just tap into that.”

5.7. RiskTolerance

For small and inexperienced developers, there is a significant amount of risk at every stage
of a project. Larger and more experienced developers believe that their due diligence and
feasibility analysis process eliminates most foreseeable risks tied to the physical aspects of
the site, but still recognise a risk that market demand will not be sufficient to achieve the
targeted price point, or the risk described by Developer 6 of a project “costing too much for
youtodoit. And that could come in the form of building materials or contractors.” The survey
and interview responses suggest that there can be significant differences in risk tolerance
among developers. This can be explained as a combination of experience, capital
structuring, modus operandi, and differences between the corporate ‘personalities’ of
developers.

The interview respondents ranged from very conservative to balanced. Developer 2
described his firm as “very conservative, very, very risk focused”. Developer 5 described her
company’s attitude towards risk as “sort of 50/50. We do take a bit of risk, but then again, if
the risk is too high we scale back completely and just go, well this is not for us.” Developer
4 said that “there’s different types of risks. So, for example, we won't take any risk on
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contaminated land or stormwater. We just know that councils are not gonna fly with them.
[But there are] particular areas where we will take risk in, like what the market's doing and
[what] the value of the properties might [do]”.

Developer 2 explained his conservatism by explaining how his risk tolerance is tied to the
size and capital structuring of his firm: “we as a private equity business have relatively
expensive money and that, you know, we're trying to deliver 25% IR up, so 20, 25%. That
means that if we get caught sitting on a piece of land, that's really hard to achieve, those
sorts of levels. And so we have an exit pathway mapped out pretty clearly, not always, but,
you know, within reason you need to be pretty sure you can get out of it... there are other
developers that are happy to lose money, you know, they might do five [developments]
where we do two, but they'll assume they're going to lose money on one or maybe two of
those and sort of end up in roughly the same place.”

5.8. Feasibility Assessment Processes

Developers begin the development process with the intention of developing a certain type
of unit, in a certain area, at a certain price. This will be determined by a combination of both
their past experience and their ongoing market research, with Developer 5 listing property
data services like CoreLogic and OneRoof, real estate agents, and the developer’s own
research and connections to specific areas as her primary sources of information. They use
this datato ask, as Developer 1 putit, “whatis the productI’m going to sell to the consumer?
What does the consumer want in a house? What's the price point at which he will be
comfortable?” This will determine the size and type of dwellings they will develop, which will
in turn inform the size and general location of the site required to achieve this. The target
price will be one that achieves a Return on Investment (Rol) which the developer considers
acceptable. Although there is some variance within the sector, and larger developers were
generally reluctant to share this information, some interview participants said that the
standard target Rol is between 8 — 15%.

They will then identify sites that could feasibly fulfil these general criteria, considering firstly
the current zoning and overlays of the site: Developer 4 described following a
“predetermined check sheet...and the first thing that anyone checks are the district plan
rules”. Developer 3 spoke for most developers when he said that he looked for sites that
“already have the proper zoning in place”, as New Zealand developers rarely engage in
landbanking or rezoning unless they can identify sites where there is existing infrastructure
and support from council; for example, Developer 2 spoke about targeting special purpose
zones where the special purpose activity had recently ceased operations, making the
council amenable to redevelopment as residential.
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Developers will then consider the compatibility of the proposed development with the
existing property values, styles, and demographics of the neighbourhood; any value-adding
features like proximity to existing urban centres, proximity to blue-green environmental
amenities and/or good views; and any high-cost features like known geotechnical or natural
hazard issues. Many of these early judgements are assumptions based on the developer’s
own experience: for example, Developer 1 described how often his previous experience in
land development is enough to tell him that a site cannot be feasibly developed just by
driving past it. Most of the information at this stage comes from desktop sources like
property information services, regional and district council hazard mapping and
geotechnical databases, and Google Maps.

The presence of a natural hazard at this stage could present an absolute ‘no’ to the
developer if they think that the council will never allow it, or insurance companies will not
insure the future dwellings. Developer 1 said that the only time he abandons a site because
of natural hazard risk alone was when he looks at it and thinks “oh, I’m in for a hell of a battle
[with council] here.”

Some developers require specific value-adding features to fulfil their strategy. For example,
Developer 2 requires sites with high daylighting and views onto blue-green environmental
amenities in areas with a large natural catchment of affluent, downgrading households, to
enable him to deliver high-value apartment complexes with sufficient market demand.
However, most developers prioritise such features only when they have evidence that
consumers are willing to pay a premium for them. Multiple interview participants talked
about how, as housing unaffordability has worsened over recent years in New Zealand, they
have reduced the amount of higher-amenity sites they develop or amenity features they
include in their developments.

If the site passes this high-level, informal feasibility investigation, the developer will then
proceed to a more detailed and comprehensive financial feasibility analysis, typically
through the use of premade checklists, spreadsheets, and financial modelling tools. Their
primary focus at this stage is identifying development costs: Developer 2 described this
process as “[investigating] a suite of things that could result in extraordinary costs, and if
they are collectively or individually too high, then you can't make a buck”.

It is at this stage in the development where a larger developer might sign a conditional
contract for the land, agreeing to purchase the land provided that it passes various site-
specific feasibility tests. This is done to reduce the risk of due diligence costs being wasted
on a site which then ultimately cannot be purchased.
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Developer 4 described how after he looked at “the district plan rules”, his next step is look
at “...infrastructure. So once you know what you can build in the area, you look at how the
site is serviced, looking at all the three waters, fibre, power, understanding what your client
needs and then making sure there's capacity in the network.”

The costs associated with different types of infrastructure very greatly by project type, site
location, and site features. Multiple interview participants affirmed that stormwater
infrastructure is among the costliest to provide, with for example Developer 1 saying
“stormwater is a big deal, wastewater and water are reasonably simple” and Developer 4
saying “our biggest issue out of the three waters [is usually] having to allow enough
stormwater attenuation and storage devices to meet pre-development discharge.”
Developers 2 and 5 also spoke about the high costs involved when new on-site wastewater
treatment systems are required.

Geotechnical conditions were mentioned by many survey participants and all of the
interview participants as a major concern at the feasibility stage. Large developers may
begin the process with a desktop review of soil conditions, with Developer 1 saying “there is
a lot of information around...nowadays, most geotechnical reports are publicly-available
and most councils have a geotechnical library”. However, they will typically always require
a site-specific geotechnical investigation report before going unconditional on a land
purchase agreement. Geotechnical conditions are important primarily because they
determine the cost of any building foundations and stormwater infrastructure, as well as
introducing new costs by requiring the construction of retaining walls and other stabilising
structures.

If hazard mapping and/or consultation with council reveals a significant natural hazard risk,
then it is at this stage that the developer will investigate the costs required to mitigate this
risk. Developer 2 said about natural hazards “if they're low-level effects, you can engineer
around them, if they're high level then whether we care or not [is] almost immaterial if you
think insurance companies are going to [refuse to insure].”

Atthis stage, most large developers will engage a planner to review the practicality and costs
of the project in light of any land contamination or special cultural, heritage, or ecological
protections, often as part of the resource consenting process.

Upon completion of these items, the developer is able to estimate:

e The revenue which they expect to make on the project
e The costs of the project
e The likelihood of the relevant councils to approve the project
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This information enables them to perform their final feasibility analysis. If the project is
practical and provides the required Rol, then the developer will agree to go unconditional on
the sale and purchase agreement of the land and proceed through the design, consenting,
construction, and sale phases.

Small Developers

Small developers follow the same general feasibility assessment process as their large
peers, however, they are less likely to employ advanced financial modelling, which
increases their risk of being forced to hold onto new units after completion or sell at below
their expected price. For example, Developer 1 said that his company had “tried some
terraced housing [in the Bay of Plenty] and it's not selling” because they misjudgement
medium-term local market demand.

Some small developers, especially inexperienced ones, may also commit to sites without
completing a detailed due diligence process. Developer 7 said about providing development
management for small investor-developers: “I’'ve found there's always a range of
percentages which they want to get back in terms of investment. | think the number is
between 8 - 15%. Some are a little bit higher. Anything below 10% is regarded low and not as
high risk and no one really wants to do anything for under that, but there are some
developers that have already bought the land and then they’re like “damn”, they want to do
something with it and they’ve committed and then found out, oh, it's going to cost so much
more and they're going to get less in return because of maybe the soil conditions, for
example, but they’ve already committed and they're like, okay, | just want to be done with it,
maybe not get as much back, but at least not lose money, and to on-sellit, the project might
just be a waste of theirtime.”

Mum and Dad Developers

Mum and dad developers have a different approach to feasibility because they already own
the property they are interested in developing. They are therefore unable to reject a site and
are thus much more willing to compromise on yield and return on investment if it is the only
way to make any development of the site possible.

5.9. Site Selection

Respondents ranked the key site selection variables as follows:
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Table 5.F - Mean Responses to Site Selection Variables

Variable Mean Response Mean Category Also Mentioned by
Interview
Participants?
Current land use 4.16 Very important Yes
and infrastructure
servicing
Size 3.82 Somewhat Yes
important
Natural hazard risk | 3.66 Somewhat Yes
important
Transport 3.1 Somewhat Yes
accessibility important
Proximity to 3.05 Somewhat Yes
greenspace important
Siteisinahigh-end | 2.86 Not very important Yes
neighbourhood

Table 5.G - Importance of Site Selection Variables

neighbourhood

Variable % Ranking It as Very % Ranking It as Not Very
Important (5) Important (1)

Current land use and 46 2

infrastructure servicing

Size 28 4

Natural hazard risk 30 6

Transport accessibility 12 8

Proximity to greenspace 8 10

Site is in a high-end 10 16

They also identified the following additional variables:
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Table 5.H - Additional Site Selection Variables Identified by Respondents

Variable

Number of Respondents

Ranking in Survey (if
applicable)

Real estate market activity
and sales data for the area

6

4-5

Topography

4 —very important

Geotechnical conditions

5 - extremely important

Views

4 —very important

Price

5 - extremely important

Transport accessibility

Contamination

Natural catchment

Whether the land is useable
and the cost to mitigate any
risks

2T WWWWwWww(o |~

Non-planning regulations

5 —extremely important

Proximity to existing
population centres

Compatibility of current
zoning

School zones

Compatibility of the
development with the
property prices and styles
of the existing
neighbourhood

Acoustic requirements

Interest rates (help
determine price of land)

Covenants

Iwi claims to land

Heritage values

Ecological values

Fire engineering analysis

Carparking

— ] | — | — ] —
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Figure 5.1 - Variables Mentioned in Interviews, Divided by Participant Size

Small and Medium Large Developers Only Both
Developers Only
. Proximity to existing o Views e  Transport accessibility
population centres e  Environmental amenities - e Price
e  Compatibility of current blue and green spaces e Topography
zoning e Size, shape, and e Infrastructure
e  Geotechnical conditions streetscape/edges e Natural hazards
e School zones e Interestrates e Contamination
e  Compatibility with e Covenants e Natural catchment
neighbourhood e |wiclaimstoland
e Acoustic requirements e  Heritage values
e Neighbourhood market e Ecologicalvalues
e  Carparking e  Fire engineering analysis

Current Land Use and Servicing

Across all demographic factors, developers consistently identified the current land use,
infrastructure servicing, and capacity of existing infrastructure, as the most important
factors influencing their behaviour and decision-making around site selection, with 46%
identifying current land use and infrastructure servicing as an extremely important factor.
This is consistent with the literature - see for example Aburas et al. (2016) and Martinez-
Jiménez et al. (2022) - as well as the survey results.

Size, Shape, Streetscape, and Daylighting

Developer 2 evaluated site size, shape, and streetscape in terms of “access to light...if your
site is too deep then your interior spaces will have poor access to light, orif it's hemmed in,
if it doesn't have enough edges. So if you've got a corner site, or even better, one with three
edges, you've got light on three sides, right? Your only antidote to that [not having good light]
is to just pull yourself off boundaries, but then you can be buying a bunch of land that you
can't use. So there's a certain kind of rectangular shape on a corner and facing northwest
that will give the best access to light.” He also spoke about there being an optimal site size
beyond which marginal profitability begins to decline.

Natural Hazards

Developers rarely conceive of natural hazard risk as risk to human and environmental
wellbeing; rather, for them the ‘risk’ from a natural hazard is mostly in the scale of effects,
cost of mitigation measures required by councils, experience with council, and effects on
insurance.

Developer 2 said that while it was very rare for him to be involved in developing a site where
the risk simply cannot be mitigated at all (due to an effective process of due diligence
beforehand), there were many sites that he abandoned because the required mitigations
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would not be profitable: “I think last year we had about 200 deals that got onto our deal sheet
that were worth a look, and we did about two of them...we'd like a slightly higher success
rate than that, five would have been a good year...a material amount of those would have
been just sort of engineering costs. The typical development margin on costs might be like
20%, maybe a bit better, it doesn't take a huge amount to suddenly make that 14 - 15%, and
then it’s just not worth doing, the bank wouldn't give you the money even if you did want to
doit.”

Developers are much less willing to develop a site where the hazard risk cannot be mitigated
on-site, requiring coordination with other property owners and other stakeholders in the
area. Developer 2 said “where the engineering risk requires some degree of coordination
with other parties, that becomes a commercial risk, and coordinating multiple people to do
multiple things at the same time is generally next to impossible.”

Developer 4 said that in extreme cases, there are some sites that are “just forecast to be
flooded, whatever you do, there's no engineering solution and it doesn't matter whether
you're happy with that risk or not because the insurance companies won't be. And if you
can'tinsure you can't develop, you can't buy, can’t sell.” He gave the example of low-lying
areas in Napier which a recent regional council report indicated will be subject to severe
coastal inundation by 2075, saying that he would personally not develop in these areas.

Developer 7 spoke about how, especially for smaller developers, the experience of
interacting with council may put them off attempting developments in at-risk areas: “l did
one site subject to flood management in Wellington — it was one of the first ones which that
developer had done in Wellington, and after that [the developer] was like, ‘never again am |
going to do one in the flood management area’, not because of market pricing, but | think it
was councilissues.”

Transport Accessibility

Small and medium developers rank transport accessibility and proximity to existing urban
centres higher than large respondents in the survey, with two of the small interview
respondents mentioning it as a key factor for them. Interestingly, accessibility does not
appear to be more important for developers doing high-density projects versus low-density
ones.

Proximity to Blue and Green Spaces

Proximity to greenspace was of low overall importance to the survey respondents and
significantly less importantthan natural hazard risk, challenging Ward et al. (2018)’s findings
that the positive ‘pull’ of environmental amenities is usually stronger than the negative ‘push’
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of natural hazard exposure. Many developers view environmental amenities as optional
extras which may increase the value of a project, but are secondary to other concerns
because generally consumers are willing to sacrifice them in pursuit of an affordable
housing options, as multiple interview participants attested to.

However, environmental amenities are important for developers specialising in high-value
developments like Developer 2, who said in the high-value apartment sector, most of the
developer profit comes from capitalising on consumer willingness to pay a high premium for
views onto a ‘blue’ (waterbody) or ‘green’ (greenspace) feature. “We developed in Wynyard
Quarter...the value range between the cheapest apartment and the most expensive
apartment on a per square metre basis is about 125%. So you go from something like about
14 grand a metre through to like 30 a metre, and that’s just a function of being higher up the
building, having a better view... your ability to achieve those premium values is entirely
locationally dependent.”

Neighbourhood Factors

Neighbourhood factors were consistently ranked lowest by the survey respondents.
However, multiple interview participants said that their development decision-making was
greatly informed by neighbourhood demographics and property prices. Most developers
target the ‘natural catchment’ of a neighbourhood, meaning the existing population of an
area that may be looking to change housing. For example, speaking about high-end
apartmentdevelopments, Developer 2 stated they were generally only possible in areas with
a large population of older, affluent households looking to downgrade the size of their
dwelling: “we do have a residential scheme in Hobsonville, which has sold pretty well; it
struggled a bit for the last few sales, just because of the market turning down, and one of the
reasons it struggled is it doesn't have a particularly deep pool of downsizes there. Like
generally the prices we're selling for are approximately the prices they're selling for. And so
that's, you know, even though that's an amazing coastal location, et cetera, it just doesn't
quite have that depth of buyer pool. The same respondent also spoke generally about the
benefits of developing in high-value areas: “steel costs just as much in Otara as it does in
Remuera and so, you know, if you look if you look to maximize value, you generally operate
in areas where you can achieve a premium value.” Similarly, Developer 5 said “when we do
any sort of development, we're looking at what the housing is around it, to make sure that
we're not putting two-million-dollar homes in a $500,000 suburb.”

Differences in property values between neighbourhoods help determine the volume of costs
which a developer will be willing to absorb. For example, Developer 3 spoke about how a site
with geotechnical conditions that require a more expensive type of foundations might be
feasible in a high-value suburb, but not somewhere with low property values: “we just
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looked at another [site] near Ngaruawahia, and you’ve got peat requiring TC2
foundations...you've got to quantify that at a price. Like if you're in a suburb where the house
is only going to be saleable up to X price, well then any of that stuff is just going to be a killer
for your development at any stage.”

Price and Market Dynamics

Real estate market activity and sales data for the area was mentioned as animportant factor
by 10% of the survey respondents, and many of the interview participants also affirmed its
importance. A further 3 mentioned price and 1 mentioned interest rates. Developers are
constantly researching what households are willing to pay for different typologies of housing
in different areas, and staying abreast of changes in market demand, with Developer 3
saying “we are definitely [thinking]: what is the end buyer of a house or an apartment or a
townhouse or a retirement home or a daycare centre wanting? We're very much trying to try
to set [our activities] to where we see the market.”

However, Developer 3 considered the price of the land itself relatively unimportant: “l would
say it’s less important [than the other site selection variables] because if you get all the other
things right, the value proposition of pricing takes care of itself, if you just go and chase a
piece of land that’s cheap, then you bring all those other problems potentially into it. So I'm
always kind of looking to solve those problem before we worry about what we're paying for
it.”

92



5.10. Values and Rationales

Table 5.) - Values and Rationales Given by Interview Participants

Developer (interview respondent) Values and Rationales

1 Feasibility; managing costs and delivering
a product that the market demands at a
price point acceptable to consumers

2 Ensuring long-term profit to shareholders
by maintaining a reputation for delivering
high-quality developments. Central ethos
of “we would never undertake
development that we wouldn't want to use
or occupy ourselves”

3 Identifying sites that the consumer wants
and delivering high-quality developments
over a long timeframe, with an
intergenerational business ethos wherein
“100 years is a short time”; business
growth

4 Operating ‘by the books’ and preserving a
reputation for following the rules; concern
for human health

5 Financial feasibility through meeting
market needs

6 "the ability to know that the project can be
started and completed in a reasonable
amount of time with success from the
outset”

7 “the number one key [value] is always the
return on investment”. Aesthetics are
important to about 60% of developers but
some don’t care about anything other than
costs and profit. Also the practicality of the
design

8 Balancing financial, community, and
environmental interests and always
delivering the highest-quality/best-impact
product while remaining profitable

9 Return on investment

When asked to list the key values and rationales that guide their behaviour and decision-

making as a developer, the interview respondents generally affirmed the centralimportance

of maintaining long-term feasibility through careful due diligence, high-quality and ‘by the
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books’ development, and maintaining a good reputation in the sector. There was however
some variance in this: Developer 2 expressed an ethos of “we would never undertake
development that we wouldn'twant to use or occupy ourselves”, while Developer 7 said that
a significant number of his clients cared about nothing but the return on investment.

In these concerns developers are partially motivated by corporate and personal ethics and
partially by the knowledge that such commitments are key to sustainable long-term profit.
Developer 2 said “...fundamentally, we are entrusted with other people's money to generate
a service return, right? So we have a profit motive. The way that we as a business have tried
to enable ourselves to develop a service return sustainably is to ensure that we maintain a
reputation for doing, and actually doing, high-quality development.”

Developers 1, 2, 3 all spoke about how they have a specific targeted rate of return that they
must deliver to their clients by managing project costs, with Developer 2 saying “our strategy
isin large part determined by return target and that's a function of who our investors are and
what we promised to achieve.” This differentiates developers from listed property funds or
groups, which have lower return expectations and ‘cheap money’, and therefore adopt
different approaches.

Most of the interview participants, especially those from larger companies, were quick to
criticise developers that adopt a short-term, minimum-quality approach, with Developer 3
saying “you look at some of the stuff that they've builtin Hawkes’ Bay, and when the cyclone
came through a couple of years ago [l just thought], how did they build floor levels below
road levels? Because they just didn't want to move their dirt around, right? The council
approved it and they just kind of got in and out and they got their minimum overland flow
paths and a few things blocked up and a few things wentwrong and the whole thing suddenly
went pear-shaped. It wouldn't have actually been that much more [expensive or difficult] to
future-proof it, and I’d just be horrified if we’d delivered some of that stuff, and got caught
outin that respect.”

They identified there existing in every market a fluctuating population of ‘cowboy’
developers who enter the market with the goal of maximum short-term profit, developing at
minimal quality without regard for aesthetic, social, or environmental concerns, and
searching for opportunities or circumvent or disobey standards and norms. Such developers
exist at the margins of the sector, being established and dissolved within relatively rapid
timeframes. Some of the interview participants defined themselves in opposition to these
‘cowboys’: Developer 4 said “we're not a cowboy...we do things correctly. Reputation
always comes into as well. So for example, you could do 50 good projects or work within the
limits and then if you do one big slip in behaviour to try and go around a rule, everyone will
remember you for the one project that you became a dirty developer on...you're in the public
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eye here, so you've got to be careful, someone can see that you do something that sits
outside the norm and that's going to affect you badly. Your reputation as a development
leader in the industry [will be compromised] and that ultimately will affect people comingin
and wanting to be a client for you.”

In a similar vein, Developer 3 said “[we were in a] resource consent hearing at the council
[recently] and one of the councillors stood up and said ‘oh, you guys are only in it for a quick
buck.” Well, we're not. Yeah, some people are, but you know, some lawyers are ratbags,
some are good, some developers are bad, some developers like to build something that
stands the test of time.”

Some ofthe interview respondents also expressed specific sociocultural and environmental
commitments. Developer 2 said: “we want to be providing something that is of premium
quality to communities as well as individual users”, and spoke about being aware of how
socioeconomic inequalities between neighbourhoods can result in differences in
development quality, saying “steel costs just as much an Otara as it does in Remuera”. Both
Developers 1 and 2 expressed a general ethos of ‘developing as if it were our own’: perusing
high-quality sites and developments that they themselves would be willing to own, with
Developer 1 saying “we need to be able to be proud of what we build when we take our family
pastit.”

Developer 6 expressed a hope that his developments bring benefits to local communities by
increasing holistic sustainability and encouraging further development in the area, creating
new centres of employment and housing: “so there's a big development that takes
place...they will need a supermarket, a church, a community centre, sports area, and so it
creates all of these different entities for the community. | think that's really important.”

However, it is difficult to identify any specific ways in which these high-level values or
commitments affect the day-to-day activities of these developers, because in the vast
majority of cases, developers’ actions are governed by financial calculus and regulatory
requirements. Developer 6 said “in my opinion, success [in development] is quality
buildings that will stand the test of time and are good value and good for the community.
[But] you've [also] got to have the business acumen. There's no point in building a
development that's good for the community, that's good for the world, but that’s not good
for your pocketbook.”
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5.11. Long-Term Strategies

Table 5.K - Long-Term Strategies Given by Interview Participants

Developer Strategy
1 No strategy
2 Targeting high-amenity sites in affluent

neighbourhoods with existing populations
of wealthy households looking to downsize

3 No strategy, other than a general long-term
commitment/approach

4 No strategy, other than a general
commitment to ‘not cutting corners’

5 Growth strategy, targeting inner-city

suburbs of Christchurch which are now
recovering from post-earthquake
population loss, and also finding market
niches through superior design, e.g.
thermal modelling to combat temperature
issues in newbuilt townhouses

6 Owns and rents the properties he
developers, so incentivised to do high-
quality and durable designs. Strong
personal commitment to sustainable
design beyond just ‘greenwashing’ (which
for him includes visual appearance and
quality of life)

7 No strategy
8 No strategy
9 No strategy, although previous poor

experience with conversion of existing
buildings as directed him towards newbuilt
development instead

The majority of developers interviewed are not following any specific long-term strategy,

with two saying that their only strategy is a general long-term commitment to market
presence and quality of delivery. However, two respondents did identify specific strategies:

Developer 2 discussed how his company target affluent clients by developing high-quality
apartments with strong environmental amenities in areas where there is a strong
demographic of old, affluent households seeking to downsize their housing. This strategy
means that they frequently develop for clients from “certain parts of the market with land
owners that might not have a purely profit motive themselves - so councils, for example,
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local governments, central government, people that want a design outcome rather than just
the maximum buck for their land.”

Developer 6 described how his strategy of developing-to-rent gives him a different attitude
towards natural hazard mitigation than others because the costs cannot be passed on to
customers: “we recently completed a development where it was a demolition of an existing
facility, and that had an overland floor path, and the revised design needed to have an
overland flow path which was around the development [and] that was very significant... that
had to be factored in to the developer cost, and we couldn’t pass that cost on to any
customers, it’s just part of the development and it's a requirement.” This makes him more
conservative and less willing to develop in at-risk areas.

5.12. Relationships with Councils

The interview participants can be broadly divided into two groups with regards to their
opinions of, and ways of interacting with, councils.

Firstly, there are the collaborationist-developers, who have a positive, proactive, and
collaborative relationship with councils, who value the role of councils as regulator and
protector of broader social and environmental interests and believe that they contribute to
those outcomes by ‘playing by the rules’.

Developer 4 said “if we're looking at purchasing a block and subdividing that, we're always
going to have a preapplication meeting, saying, ‘hey look, we've done this pre-check
analysis...this is what we're trying to achieve, here's where we think are some of the
problems’, and then we'll put it in front of council and they’ll say, ‘actually, these are the
hazards you need to consider.” Most of the time it's just a good open, honest conversation
saying, ‘hey look, this is what we're trying to achieve. What are the red flags, how can we
overcome them?’”

Developer 6 described a similar relationship: “if you work with the council, you get a lot
further, as opposed to being like ‘oh, | don't agree with what you're doing, | don't like this
approach, that's not right’, and honestly, | think the council have been maybe stung in
certain areas in the past, where they’ve signed things off and they haven't been quite right to
how it's supposed to be done. So they're a bit more stringent with what the requirements are.
Everyone bags the council for being slow and kind of pedantic, but they kind of have to be,
and it's process-driven. So | think if you can take the weight off the councils as much as you
possibly can, you get things done quicker and almost the way that you want them to be, so
if you can meet up with council and say ‘this is our design, this is how we think it'll work
because of this, this, and this, and we'll pay for this report to be done, like a peer review, so
you don't have to peer review it, we’ll peer review it for you’, [then] | think you go a long way.”
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Secondly, there are the antagonist-developers, who speak of councils as being bureaucratic
obstacles against which a developer must do battle.

Developer 3 said that his typical response to a natural hazard risk at a site is “basically our
engineers battling with the council engineers to get an approved solution through. It might
be something where there’s no current flooding issue, but...on a one-hundred-year plan, it
might show that there's 20 millimetres of water...”

Developer 7 said that “within council there's probably two or three different departments
that deal with [natural hazards], and sometimes they’re not always on the same page and
things don’t get communicated very well. So it gets through one [department], only to get a
no from the stormwater team or another one of their engineering teams, the geologists,
saying that, ‘oh no, the slope of this site is not suitable for this.”

5.13. Feasibility Assessment

Table 5.L - Importance of Feasibility Assessment Variables

Variable Mean Response Inexperienced Experienced
Developers Developers

Planning policies 4.29 3.92 4.4

Our past experience | 4.07 3.83 4.28

Social need 3.07 2.75 3

Observing other 2.62 3 2.68

developers

Planning Policies

Developers consistently rank planning policies as the most important variable in their
feasibility assessment methodology. The mean response (4.29) is higher than for all of the
site-specific factors, potentially confirming the finding of Adams et al. (1992) that planning
rules can be more important than the site itself in how developers calculate development
potential. Challenging the conclusions of Coiacetto (2000), none of the large respondents
indicated significant willingness to challenge or manipulate the planning system,
considering planning policies to be just as important to site development feasibility as their
smaller peers. Contrary to what Grimes and Mitchell (2015)’s data might suggest, apartment
developers do not rank planning policies as more important than other types of developers,
and the interview participants gave no indication of this. Developer 2’s interview responses
suggest thisis because developers tend to development apartment complexes only in areas
where population density and pro-intensification policies already encourage them.

Beyond rules and policies that outright prohibit certain forms of development on a site,
planning policies can also retard development by reducing potential economic yield and
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thus feasibility. For example, speaking about greenfield development on land near a
significant natural area in the Wellington Region, Developer 3 said “you used to be able to
get a nice landscaped development with a hundred houses on it and now on that same bit
of land, you might be you might not be able to do the cut and fill [because you need to
preserve] a perceived wetland, which might be a bit of Manuka scrub and a kind of swale...
you end up going from a hundred sites down to 30 and those 30 sites become a lot more
problematic.”

Developer 3 also talked about how planning regulations can reduce developability by
introducing requirements around landscaping and stormwater management that
necessitate more intensive council maintenance, thus also increasing property rates: “the
council [are requiring] a lot more green edges on the road, less curving, more swales, more
landscaping...[this makes the development] a lot more intensive for the councils to look
after, so the rates are going up, [making it] more expensive to build, so there’s less houses
onthem.”

Observing Other Developers

Developers also consistently rank the observation of other developers as not very important,
although inexperienced developers do rank it higher than social need. This could indicate
that herding is not common, however, developers may perhaps be influenced by the
behaviours of others without being actively aware of such. None of the interview participants
mentioned observing or reacting to the behaviours of other developers, other than their high-
levelinterest in areas of recent concentrated development activity.

Social Need

Smaller developers are generally less concerned with social need than their larger peers,
and none of the small developers mentioned social concerns in their responses. However,
it is important to note that no community developers (e.g. Maori groups or Kainga Ora)
completed the survey.

Past Experience

The survey results also indicate that developers, especially experienced ones, are quite
reliant on their own past experience in guiding their current practice. For example,
Developer 1 discussed the importance of experience in how he assesses a site, stating that
he often relied on his past experience more than data provided by local governments: “I
don’t pour over the council mapping information because we don’t put a lot of [stock in
them]...you can sort of get a feel for the land, once you have a look at it and [have] gone
through the stuff, so the first things | look for is the aerials and the contours, and what other
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infrastructure is around it?” Developer 2 echoed this, saying “Sometimes the council stuff
isn't always accurate - it's a sort of sign post. We wouldn’t use it to make a decision, we just
use it as a sort of guide post to help decide on further due diligence.”

Developer 9 said that his previous negative experience was guiding his approach to future
development opportunities: “next time | will go for a new building [instead of a change of
use/conversion], because [my previous project] was an older building, so the council had a
lot of seismic and structural concerns...the process with council was very difficult, much
slower and more expensive that | expected.”

Variation Between Developer Groups

The greatest variance is observed among the medium-sized, 4-11 project developers, who
place above-average importance on all four variables, perhaps indicating a higher level of
general caution and careful calculation among this group. All of the medium-sized
respondents stated that their past experience was extremely important to their assessment
of project feasibility, compared with 31.6% of large developers and 30% of small ones.
Respondents engaged in small projects were also significantly more informed by their past
experience, while their medium-sized peers were more focused on observing social need,
and slightly less informed by their past experience.

5.14. Development in At-Risk Areas
Introduction

How significant is new housing development on land subject to significant natural hazard
risk to the contemporary New Zealand context?

To provide an indicative answer to this question, it was decided to estimate the number of
new dwellings and other buildings constructed both within and without the statutory hazard
areas of the Waikato Region by using a series of LINZ building outline datasets from the
following time periods and locations:

e 2012-2013: Waikato Region, excluding the urban areas of Waikato District
e 2014: Urban Areas of Waikato District (e.g. Tuakau, Pokeno, Huntly)
e 2016-2019: Waikato Region

These layers can be overlaid to track all development in the region over the period between
around 2013/2014 to 2016, a 3 -2 year period of study. For example, the image below shows
the development of new housing in the Broman Road area of Hamilton (buildings existing in
2012 are shown in red, buildings added by 2019 are shown in green):
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Figure 5.1 - Example of Tracking Housing Development Using Building Outline
Datasets

Limitations

Unfortunately, these datasets do not distinguish between residential and other types of

buildings, nor do they indicate the number of units contained within each structure.

There are also many instances within the datasets where the outline of a building varies

between the 2012 and 2016 data. It is difficult to determine in such cases whether
change represents an error in the data or a newbuilt extension to an existing building.
example, the area shown in green below has been identified as a new building outline,
may actually be an extension to the existing building it borders:

the
For
but
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Figure 5.2 - Example of a Problematic Data Point

It was decided to treat all such overlaps as errors and to eliminate them, a centroid was
generated for each 2012 building outline and all 2016 building outlines which intersected
with these centroids were removed. The data does not therefore account for new housing
units established within, or as extensions to, existing buildings, and furthermore some
degree of error and inaccuracy should still be anticipated in the results.

Because the new buildings datasets are limited to the Waikato Region only, it became
necessary to identify, quantify, and map natural hazards in the Waikato only. Significant
hazards were identified through a general review of relevant literature which produced the
following list of significant natural hazards in the Waikato region:

Coastal flooding

e Riverine flooding

e Tsunamis

e Land erosion, slippage, and subsidence

e Coastalinundation and erosion from sea level rise
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e Earthquakes
¢ Volcanic eruptions

From this list, earthquakes, volcanic eruptions, and coastal flooding were excluded from the
analysis because of their very large and dispersed areas of impact. The Waikato Region has
an extensive network of seismic fault lines and long coastlines lacking consistent and
uniform flood modelling. A similar issue was encountered with land erosion, slippage, and
subsidence, and this hazard was substituted with a dataset of significant historical
landslides in the region.

Waikato Regional Council provide datasets containing the broad outlines of areas at
significant risk from riverine flooding and tsunami inundation. It is important to note that no
distinction is made within these high-level datasets between gradations of hazard, which
means that, for example, the entire lengths of some rivers are considered as part of a single
flood zone without distinction between high — medium - low frequency, severity, et cetera.

In an attempt to capture land instability hazards, a buffer zone with a radius of 1 kilometre
was generated around each of the historic landslides, under the assumption that these
areas have heightened risk of future hazard events.

Sea level rise was modelled using the latest data from NIWA. A maximalist approach was
adopted, with all areas atrisk from 80cm of sea levelrise by 2125 along SSP2 - 4.5 M without
accounting for vertical land movement. This may be a significantly higher level of hazard
than is planned for by central and local government bodies at this stage, and is intended to
cover a broad ‘coastal hazard area’. It is notable that under this model, most of the Hauraki
plains and Port Waikato area are considered at-risk.

Combining these datasets produces the following composite map of significant natural
hazards in the Waikato, over which the building datasets were overlaid:

103



20 Kilometers
At

[ Landslides

[1 80cm SLR

[ Tsunami Inundation Zones
[1 Regional Flood Hazard

= '.l /%) /
|\ m Kk pifong K ] 4 Tirau
w0 -Eighhsis NEA(DSGS: Stats NZ, Est, TomTom, Gafmin, Foursguare;
i % & ® ‘7SUm 3 FAO, METI/NASA, USGS
o e, p e Y

Figure 5.3 - Selected Hazards in the Waikato Region
Results

A large volume of development occurred in the region from 2012 — 2019, with the total
number of building outlines increasing from 346, 119 to 507, 045 (a change of +46.49%). A
significant proportion of this occurred in at-risk areas, with for example more than 10, 000
new buildings, mostly dwellings, being constructed within regional flood hazard zones:

Table 5.M - Proportion of New Development Occurring in Hazard Zones

Regional Flood 'Within 1km buffer|Coastal Inundation
Hazard TsunamiZone |of a landslide at 80cm of SLR
9.70 3.47 1.89 3.90
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Figure 5.4 - Change in Number of Buildings Within Hazard Zones

As of 2019, a total of 18.96% of all buildings in the Waikato region were located within at
least one of the hazard zones studied.

Development within Regional Flood Hazard areas has occurred in all the urban areas of the
region, but has been especially significant in the townships of the Hauraki Plains and the
Coromandel Peninsula, like Ngatea, Thames, Tairua, as well as Otorohanga (new buildings
within hazard areas shown in green):
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Figure 5.5 - Development in Flood Hazard Areas in Ngatea
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Figure 5.6 — Development in Flood Hazard Areas in Thames

For Tsunami zones, the hotspots are the Tairua — Pauanui area and Whangamata in the
Coromandel Peninsula of the eastern coast and Raglan along the west coast (new
buildings within hazard areas shown in red):
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Figure 5.7 - Development in Tsunami Zones in Pauanui
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Figure 5.8 - Development in Tsunami Zones in Raglan

Multiple major areas feature significant development at risk from future sea levelrise,

some specific notable areas being recent housing developments like for example that at

Benner Drive and Merrimana Drive, Ngatea (as shown below).
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Figure 5.9 - Development at Risk From Sea Level Rise on Benner Drive (left) and
Merrimana Drive, Ngatea

Itis finally interesting to note that residential development is starting to progress rapidly in
the Tuakau — Pokeno area; townships both ringed by coastal, riverine, and land stability
hazards, meaning that near-future greenfield developments are likely to be subject to

these hazards.

110



5.15. Reactions to Natural Hazard Scenarios and Policies

Table 5.N - Likelihood of Developing in Select Natural Hazard Scenarios

Scenario

Mean Response

% Either Unlikely or
Extremely Unlikely

% Extremely
Unlikely

The site is protected
by hazard-
engineering
structures

2.50

40

24

Flood hazard
mapping indicates
that the site is at risk
from flooding

2.40

46

22

The developeris
required to
contribute
financially towards
building hazard-
engineering
structures

2.17

54

34

The site was
recently affected by
a flooding event

2.02

60

30

The developeris
required to provide
a10year
development
guarantee

1.93

56

46

Future homeowners
may find it hard to
acquire private
insurance

1.52

72

54

Differences Between Developers

Developers do not respond to all natural hazards equally, with the strength of their reaction

being determined by a combination of:

e How thisrisk is communicated to them by councils and the amount of trust they

place in council maps, modelling, and reports

e The scale and severity of the hazard

e Therisktolerance of insurance companies and households to each hazard

e Developer personality and generalrisk tolerance

111




For example, while Developer 4 said that “a new report [on coastal inundation risk] was
released [recently] that's pretty damning for Hawkes Bay’s future. So we won't cut corners
around that...we [would] need to have a clear-cut direction from council on that before we'd
make a decision on purchasing land for development. There are essentially no-go zones.”
However, he also said “Here in Hawkes Bay...earthquakes or cyclones, they justdon't come
into our thinking...like, we won't build a development saying shit, we're gonna get a slight
earthquake at this position because | think it's just too hard, if every developer did that we
wouldn't build anywhere, especially in the Hawkes Bay.” In a similar vein, Developer 1 said
that while he would trust and take very seriously the Bay of Plenty Regional Council’s data
on coastal hazard risk, his personal experience and opinions as a developer lead him to
react very differently with regards to geotechnical hazards, as discussed elsewhere.

Hazard-Engineering Structures

The greatest willingness to develop (60%) was found in a scenario wherein the site is under
the protection of hazard-engineering structures, indicating a moderate level of trust put in
such structures. Although such structures help mitigate hazard risk, thus increasing
chances of council and insurer endorsement of a proposed development, this is somewhat
counterbalanced by the fact that developers are wary of situations where they must
collaborate with other landowners or pay fees to councils to mitigate hazards. Developer 8
spoke about her company was considering a major expansion in the Papamoa area of
Tauranga, viewing it as a very safe area despite coastal hazard risks because she believed
that the value of the ongoing development activity there will almost guarantee that the public
sector will provide effective engineered solutions.

Hazard Mapping

54% of developers are more likely than not to develop a site which flood hazard mapping
indicates is at risk from flooding. The interview responses suggested that the value which
developers ascribe to local and regional government hazard mapping varies by place: while
Developer 5 said that the Canterbury regional risk registers are “really, really good” and
Developer 3 Developer 1 said that he “[doesn’t] put a lot of stock” in the Bay of Plenty
Region’s modelling and frequently challenges it as outdated and inaccurate.
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Table 5.0 - Trust in Council Hazard Mapping by Region (Interview Participants)

Region Trust in Council Hazard Mapping
(interview participants)

Bay of Plenty Low - they are often outdated and
inaccurate

Auckland Medium —they provide a useful starting

point, but we usually commission
additional modelling

Wellington and Kapiti Coast Medium - council models are outdated
Hawkes Bay High— although they recognise that
accuracy is sometimes poor and
understand the limitations inherent to
long-term modelling, local developers are
taking coastal inundation mapping
seriously and thinking long-term
Canterbury High — said that the risk registers are
“really, really good”

The level of trust which the interview respondents placed in these maps corresponded with

their willingness to develop in such areas: Developer 4 said he would never develop in the
high-coastal-inundation-risk areas of the Hawkes Bay, whereas Developer 1 frequently
attempts projects in areas considered unstable land by the Bay of Plenty Regional Council
because he is highly sceptical of such designations.

Recent Flooding Event

The hypothesis that a recent flooding event is a more effective deterrent of development
than hazard mapping was also confirmed, with 40% of developers being willing to develop
in the former case versus 54% in the latter. For example, Developers 2 and 9 spoke about
how the 2023 Auckland Anniversary Floods have prompted greater general concern for
flooding risk among both developers and council in the Auckland region, leading developers
to reject projects in areas which prior to the major flooding event they may have considered
viable, with Develop 9 specifically saying “[in] some places, there is a big flood and people
just don’t want to live there any more, like in Auckland now they are saying ‘don’t buy in this

’»

area because it was part of the big floods’”.
Insurance

The ability of future households and property owners to acquire private insurance is the
single greatest deterrent of development in an at-risk area: “So natural hazards, obviously a
big one nowadays, coastal inundation, you know we think very carefully about those things,
that’s sort of long-term resiliency. If they're kind of low-level effects, you can engineer
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around them, if they're high level then whether we care or not, it's almost immaterial if you
think insurance companies are going to care.” Developer 2 said “If [insurance companies
are] not there, there can’t be any development, doesn't matter whether you care about it or
not. So they're quite an interesting barometer for development risk.”

Multiple interview participants spoke about how providers of insurance are already creating
large ‘redlined’ areas where future development will be practically impossible — Developer
2: “[the banks are] essentially just redlining areas at the moment and aren't renewing
finance exposure in certain suburbs in the city. But they would never tell you that. I'm not
sure if that's strictly okay, but they're doing it.”

Variation by Developer Size

Table 5.P - Unwillingness to Develop by Developer Size (Number of Projects)

Developer | % Unlikely to Develop

Size Hazard- Hazard FCs Recent 10-year Insurance
engineering | mapping required flood event | development problems
structures guarantees

Small 40 55 55 65 60 70

Medium 33 66 83 83 66 83

Large 42 33 46 25 50 71

(Mean) 40 46 54 60 56 72

The survey data indicates that there are significant differences in how different-sized
developers react to natural hazard scenarios.

The greatest difference is between medium and large developers, with the former being
much more conservative than the latter: while the majority of medium-sized developers are
willing to develop in only one of the scenarios, large-developers are discouraged only by
potential difficulties in the ability of future homeowners to acquire private insurance. Large
developers are the least influenced by hazard mapping, with only 33% saying it would make
them unlikely to develop. They are also the least influenced by a recent flooding event. These
two datapoints reflect their general focus on hazard mitigation and belief in site-specific
investigation and mitigation.
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Responses to Natural Hazard Risk

Figure 5.Q - Stated Responses to an Increase in Natural Hazard Risk

Response to an Increase in Risk Number of Respondents
Abandon site 8 (16%)

Redesign site 10

Increase finished floor level/freeboard 6

Establish stormwater overland flow paths 2

Engineering options 2

Elevate the site (increase ground levels) 4

Modelling of flood risk 1

Itisimportantto note that many of the interview participants questioned the original framing
of this question as given in the survey, arguing thatitis too context-dependent a behavioural
response to give an accurate answer.

Nonetheless, when presented with an increase in natural hazard risk, a minority of
developers said they would abandon the site (16%), while 50% (76% of respondents who
answered this question) would instead seek to redesign the site or proposal to mitigate this
risk. There are no notable differences in responses between developers of different sizes or
levels of experience, and the responses of the interview participants reflected this diversity,
with Developer 2 indicating that they abandon a large number of sites due to natural hazard
risk, while Developer 3 said that they only walked away from a site only once every two years.

Land redevelopment responses, including redesigning the site, altering the overland flow
paths, and/orincreasing ground levels, were significantly more popular than building design
responses (primarily increasing FFL/freeboard), due partially to the greater profit margins in
land development versus building development. There was however some regional variation
in this, for while Developers 3 and 5 emphasised how the high costs of foundations in a high-
hazard area can often make-or-break a project, Developer 7 said that in Christchurch “you
still get a lot of developers, especially bigger developers, where it doesn't really worry them
too much because they’ve got volume. They’ve got so much volume and they’ve bought the
land cheap, so they can afford spending a little bit of extra money to beef up foundations or
do better construction, and even though it might not be worth as much in the market, say if
itwasinaTC 2orTC 1 [site], because of the volume, they still make their ends meet like that,
and a good profit a lot of the time.”
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6.Discussion

6.1. Contributions to New Zealand Housing Theory

A large amount of the existing corpus of New Zealand planning theory, especially the older
literature, is built upon the fundamental assumption that new housing is mostly standalone
family homes mostly built for New Zealand European nuclear families. The presentresearch
has revealed this to be increasingly inaccurate. Firstly, the majority of new housing is how
attached units, located both in infill or urban redevelopment projects and mixed-typology
subdivisions, with the statistics suggesting that standalone homes are likely to further
decline in production over the foreseeable future. Secondly, a rapid increase in
demographic diversity has created a much more diverse and heterogenous population of
households, to which the market is gradually reacting by deemphasizing the reproduction of
old ‘family homes’ in favour of new dwelling sizes, types, and features.

Accompanying this heterogeneity of housing types and households, the research identified
a significant diversity among developers in the New Zealand context which no existing
typologies sufficiently capture, necessitating a new typology as proposed in section 3.13. It
is suggested that this typology could form the theoretical basis for further research into the
specific nature and characteristics of some of these developer types. Of specialinterest are
Maori developers like iwi, hapu, and whanau, who have a significant and growing role in the
production of housing and operate in ways distinct from the normative global-capitalist
approaches to development.

One key contribution of this research to New Zealand housing theory is therefore to both
reveal and emphasise the importance of diversity — of development types, of developers,
and of households — and how this is creating new norms of development, leading ultimately
to fundamental changes in way that our cities will evolve and function in the future. These
trends are rapidly necessitating a new body of theory of housing development in the
contemporary New Zealand context, which it is hoped that this present research may
represent a small step towards.

The research also identified some features which are shared among the bulk of developers
within the New Zealand context. Most developers are diverse in their activities and governed
by an understanding that to maintain long-term profit, they must also maintain a good
reputation in the market. They employ a strong process of due diligence and feasibility
assessment which ensures that development failure is very rare for most established
developers. They share an average project timeframe of about 1.5 years and a strong
concern for the current land use and infrastructure servicing of a site, real estate market
activity and sales data for the neighbourhood, geotechnical conditions, and land price as
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key site selection variables. However, it also revealed that some variables - like for example
blue-green features, views, and other environmental amenities — are important to some
specialist developers only, further enforcing the need for future housing theory to recognise
and incorporate this diversity.

Another key contribution of the research is that activity in areas subject to natural hazard
risk represents a significant portion of new housing development, with many developers
willing to consider developing such sites under current regulatory and policy regimes.
Differences in developer values, rationales, strategies, and risk tolerances, combined with
differences in the quality and reputation of local natural hazard mapping and policy, have
created a diversity of developer responses to natural hazard risk, of which the present
research represents only an overview.

6.2. Relationship to Existing Research

The research affirmed the applicability to the New Zealand context of Adams et al. (1992)’s
finding that planning policies are the most important determinant of site development
feasibility. It also affirmed that households are typically willing to sacrifice environmental
amenities for better prices (Chadbourne et al. 2013), that developer perceptions of planners
and the planning system vary across a wide spectrum - from a strongly negative view of
planning as a rules-based bureaucratic hinderance, to a more positive perception of
planning as a proactive process of future visioning and place-making in which the developer
is an eager and active participant (Coiacetto 2000), and finally, that developers are more
affected by a recent hazard event than by a site being mapped as having a high hazard event
probability (National Academy Press 1989).

Conversely, the present research challenged the applicability of Parker et al. (2013)’s
typology of developers by primary development type, or Ruming (2010)’s division of
developers into small - medium - large, and the assertion of Fridirici (2008) that developers
overestimate the risk reduction effects of engineered protections.

In addition to the other recommendations for future research made in section 6.7 below, it
is suggested that further research is conducted into the applicability of the international
literature to the New Zealand context given its many unique features outlined in this present
report.

6.3. Implications for Policymakers

This research has affirmed the vital importance of the role of planners and policymakers in
determining where development occurs, what types of development occur, and the level of
natural hazard risk exposure which households are exposed to. New Zealand developers
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consistently rank planning policies as the most important variable in their due diligence and
feasibility assessment methodologies, with the District Plan often being the first thing they
checkwhen deciding whether to develop a site. Developers generally understand the values
and interests which guide contemporary planning practice, but they differ in how they relate
to councils — some are highly critical of perceived excesses in the existing planning regime
and seek to avoid or circumvent planners wherever possible, while others have a
collaborationist attitude towards councils, believing that by ‘playing by the rules’ they can
actively contribute to better whole-of-system outcomes. This means that policymakers
have an opportunity to identify these collaborationist-developers and actively involve them
in creating and implementing objectives and policies, both within specific areas as part of
spatial planning schemes and across boundaries through coordination with large
developers active in multiple locations.

The research data shows that New Zealand has already passed a key turning point in the
production of new housing, with the majority of new units now being duplexes or other
attached units rather than the standalone houses which have previously dominated the
sector. This trend is likely to continue for the foreseeable future, and it will change the ways
that developers behave in terms of the sites they select for development, the design features
they prioritise, and their strategies and responses towards natural hazard and other risk
factors. This gradual shift from low- to medium- and high- density development also means
the role of planners is changing from controllers of the release of greenfield land for
subdivision to controllers of densification, and thus the patterns and characteristics of
future development: because the majority of existing planning zones and policies have been
created for standalone housing, planners now have the opportunity to direct new
development into hyper-specific areas within the urban environment and implement new
controls over land development and building design.

New Zealand developers view regional and district planning policies as one of the two key
determinants of whether they will develop a site subject to natural hazard risk, the other
being the ability of the end-user to acquire private insurance. Although policymakers do set
boundaries on development which sometimes result in them absolutely denying the
possibility of development in an area, their more significant role in controlling housing
development is in requiring developments to implement specific risk mitigation measures.
It is the cost of these mitigations which primarily determines whether or not development
will occurin an at-risk area. The level of importance which developers place on flood hazard
mapping is relatively low, with a small majority still willing to develop a site mapped as being
at-risk. There is significant regional variance in how developers evaluate hazard mapping
based on perceptions of outdatedness, accuracy, and modelling limitations. This implies
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that many existing natural hazard policies are not achieving their full intended effects or
reflecting the full scope of available and current information.

Finally, the general unwillingness of New Zealand developers to engage in landbanking due
to financial constraints and high perceived risk implies a potential hinderance to future
spatial planning schemes, like for example the Future Proof Strategy for the Auckland -
Hamilton area.

6.4. Implications for ABM Developers

This research has revealed that in order to be accurate and useful for the purposes of
scenario modelling and future development simulation, any new Agent-Based Models of
housing development in contemporary New Zealand will heed to recognise several unique
features of this context which distinguish it from many of the international contexts for which
existing ABMs in the literature have been developed.

Unlike in the North American, European, and Australian contexts in which most of the
existing literature is grounded, New Zealand housing developers are very diverse in the types
of units and sites they develop. This means that they generally should not be grouped or
typologised by primary type of development activity, type of development opportunity
targeted, or type of site typically selected for development (e.g. location within the urban
area), exempting a minority of specialist developers as identified in part 4. The New Zealand
development sector further differs from international contexts in that it also features a
relative absence of medium-sized developers (in terms of both average number of projects
per annum and typical project size). Finally, landbanking and rezoning are uncommon
practices for New Zealand developers and should not therefore form a major part of any
future model of their activities.

Diversity

New Zealand developers vary in three key ways with important implications for future agent-
based modelling: risk tolerance, values and rationales, and strategies.

New Zealand developers vary in their attitudes and strategies towards risk, ranging from very
conservative to more balanced approaches, with there also being a small but notable
minority of small, inexperienced, and short-term-oriented ‘cowboy’ developers. However,
the majority of established developers are risk-adverse enough to always engage in a
predetermined and multi-stage process of due diligence and feasibility assessment
integrating a wide variety of information sources and variable considerations. This process
ensures that they are successfulin nearly all of their development projects. This implies that
if an ABM can be developed which accurately captures the range of variables detailed in this
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research, it should produce an accurate, reliable, and consistent model of housing
development in the New Zealand context, enabling useful scenario modelling and
predictions of future development patterns.

Their values and rationales range from an exclusive concern for short-term return on
investment, to a balanced approach that leads them to pursue opportunities to produce
better social and environmental outcomes without compromising their profit, to a
meaningful long-term commitment to quality outcomes that sometimes come at the
expense of short-term return.

Although many developers have no specific long-term strategy they are pursuing, many do,
ranging from targeting specific types of sites, areas, or demographics, to a general
commitment to maintaining a strong market reputation for high-quality outcomes and
ownership of the final product.

To be accurate and useful, any future ABM developed for this context will need to model this
diversity and the variety of development outcomes it produces.

Site Selection

This research has provided a set of variables which developers used to select a site for
development. These variables vary in their relative level of importance and differ between
developers depending on their size, values, and strategy. Different sets of site selection
variables are also prioritised when a developer is engaged in one form of development
versus another.

6.5. Recommendations for Policymakers
The author has five key recommendations for planning and natural hazard policymakers.

Firstly, it is recommended that policymakers actively seek to identify, include, and
collaborate with the population of collaborationist-developers that currently form a
significant presence in the sector. Incorporating them in planning and policymaking will
enable more realistic, effective, and targeted interventions while reducing conflict between
the public and private sectors.

Secondly, when creating and reviewing natural hazard policy, greater attention should be
paid to the financial implications of these policies on developers — specifically the cost
required to implement the mandated mitigation measures, and whether the project will
subsequently remain profitable for the developer. Understanding the financial/feasibility
implications of policies for developers will enable policymakers to (a) create policy that
better controls future patterns of development without imposing absolute regulatory
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barriers and (b) allow for more nuanced policymaking that targets specific forms of
development and types of risk exposure.

Itis recommended that policymakers in the urban development planning and natural hazard
sectors anticipate the aforementioned densification trend in new housing development and
ensure that all policymaking and predictions of future development patterns and outcomes
are reflective of it, rather than being rooted in outdated norms of production and
consumption.

Another key research finding is that the level of trust which developers in place in local and
regional government hazard mapping and other natural hazard risk communications, which
determines their willingness to accept and value those risks rather than seek to challenge
council restrictions on those areas, is significantly determined by what they perceive to be
differences in the quality, reliability, and reasonableness of those resources between
locations. Itis therefore recommended that policymakers conduct a critical review of these
tools in collaboration with developers and other users, and consider ways in which their
usefulness can be improved by the integration of better modelling techniques and the large
volume of site specific data on variables like geotechnical and flooding hazards which
developers are continuously collecting as part of their investigative processes.

Finally, if policymakers wish to encourage long-term strategic planning and investment
behaviours among developers, then it is recommended that they provide greater certainty
and provide opportunities for developers to collaborate with policymakers in the creation
and implementation of spatial strategies.

6.6. Recommendations for ABM Developers
The research also leads to multiple important recommendations for future ABM developers.

Firstly, itis recommended that future ABM developers focus on targeted rates of return and
methods of financial feasibility analysis as the principal organising logics of development,
determining when, where, and what kind of development occurs within a market
environment.

Secondly, any ABM designed for the New Zealand context should furthermore account for
local and regional differences in site selection variables, particularly with regard to the
existing infrastructure and infrastructure requirements, local natural hazard risk exposure,
and neighbourhood-level demographic and socioeconomic compositions. They should also
account for regional, local, and neighbourhood differences in real estate sub-markets.

Models for this context should also represent developers as engaged in multiple types of
development simultaneously and incorporate a diversity of risk tolerances, values and
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rationales, strategies, and prioritisations in terms of site selection variables. To help
facilitate this, it is recommended that future modellers adopt the typology of developers
proposed in section 5 of this present report, and furthermore utilise the new data provided
in the appendices as a useful starting point for a comprehensive modelling of developers in
the contemporary New Zealand context.

6.7. Recommendations for Further Research

The research data revealed that there is a significantly smaller population of developers in
the middle size and experience categories, suggesting that as developers attempt to grow
their operations from small-scale to large, they enter a critical period in which development
and/or business failure is commonplace. Although some of the interview participants were
able to opine on the causes of this, the existing literature suggests little research has been
conducted into this phenomenon. Itis recommended that future researchers investigate the
causes and consequences of this, as it could lead to better understandings of development
failure, the development cycle, and the processes by which the normative behaviours and
assumptions of the large, well-established developer group are established and reinforced.

7.Conclusion

A variety of conceptual models of housing development exist in the literature. An Agent-
Based Model is best-suited to capturing the heterogeneity of the agents performing housing
development in contemporary urban New Zealand, making it highly applicable to this
research context and purposes.

While there are a number of existing typologies of housing developers, none capture all the
key features of the New Zealand context, like the strong and growing role of Maori in housing
development, the ongoing transition away from detached housing to townhouses and other
units, and the importance of ‘mum and dad’ or small investor developers. A new typology of
developers is therefore needed to capture this uniqueness and diversity, and this was
presented in section 3 of this report.

The survey and interviews confirm that developers in New Zealand are diverse in their
demographics, behaviours, values and rationales, strategies, and reactions to natural
hazard scenarios.

Developers are diverse in their activities and sizes, with some distinct behaviour differences
existing between small, medium, and large developers. The market is somewhat dominated
by large, high-experienced players, with lower-experience developers often faltering in the
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transition to a greater scale of operations despite strong economic incentives to grow. There
are also differences in developer behaviour by region of operations, with for example
developers tending to trust regional council natural hazard mapping in some regions, and
guestion its validity in others.

Large developers perceive of themselves as conservative, operating ‘by-the-books' in order
to preserve their long-term reputation and profitability. They contrast this with those they
call ‘cowboys’, interested only in short-term profit. Experienced developers follow a
complex and comprehensive due diligence process, investigating a set of variables that
varies by developer size, location, and strategy, leading to a final feasibility test based on an
overall financial analysis of whether the proposed development achieves the targeted
Return on Investment. Current land use and infrastructure, geotechnical and natural hazard
risks, and neighbourhood market dynamics are among the key variables. Developers also
place relatively little importance on the observation of their peers, possibly indicating the
absence of behaviours like herding.

Finally, New Zealand developers place relatively little importance on hazard mapping and
recent natural hazard events when deciding whether to pursue development of a site.
Instead, the key indicator they look to is the insurability of the final product, suggesting that
the insurance industry has a paramount role to play in determining future patterns of urban
development in this country.
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Appendix 1

Survey

THE UNIVERSITY OF

WAIKATO

Te Whare Wananga o Waikato

*This survey is aimed at people and organisations involved in residential
development. It is part of a Masters thesis sponsored by the Natural Hazards
Commission - Toka Ta Ake. The results will be used to help develop & conceptual
model for how residential development happens in New Zealand.

The survey has 14 questions takes approximately 5 minutes to complete.
Declaration to Participants

Your survey responses will be anonymised. The data will be stored securely and
only shared with the research team. Any data used in the final Masters thesis will

be grouped/generalised to avoid any individual participant being identified.

If you take part in the survey, you have the right to refuse to answer any particular
question.

If you have any questions about the survey or research project, please email me
at: joelbishop62@gmail.com

Do you consent to participating in this research?

O Yes
O No

*Do you wish to be sent a copy of the thesis?

O Yes
O No

Page 1 of 3

This page contains questions about the primary type(s) of development that
youlyour organisation are working on and the primary locations of your activities.

*Q1. What is the primary type of development that you build?

O Standalone homes

O Duplexes/townhouses

O Apartment complexes

O Retirement villages

O Small prefabricated homes (relocatable units, sleepouts, etc.)

O Papakainga

O Other (please specify:)
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Q2. (Optional) Do you also build other types of development? If so then please
tick all that apply:

|:| Standalone homes

I:I Duplexesitownhouses

D Apartment complexes

D Retirement villages

|:| Small prefabricated homes (relocatable units, sleepouts, etc.)

D Papakainga

e

*Q@3. How many projects do you or your organisation typically complete in a year?
On1
Oz2-3
O4-n
O 11 or more

*Q4. How many new dwellings (homes or units) does your typical project contain?
O1
24
(O s-10
O 11 or more

*Q5. How long does it take you to complete a typical development project?

Years:

Months:
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*Q6. For how many years has your organisation been active in the property

development industry?

O Less than 1 year
O 1-5years
O 6 - 10 years

O 11 or more years

*Q7. What are your primary areas of activity? (e.g. "Auckland and Christchurch")

Page 2 of 3

This page contains questions about how you select a site for development and

assess development feasibility.

Q8. Rank the following things in terms of how important they are to you in

determining the development potential of a site

(1 = not important at all, 5 = extremely important)

Proximity to greenspace

Current land use and
infrastructure servicing

Natural hazard risk

Transport accessibility

Site is in a high-end
neighbourhood

Size

Other (optional, please
specify):

]

1

O o0 O O O O

O

2

O o0 O O O O

O

O o0 O O O O

O

O O O 0O O O

O

O o0 O O O O

O
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*Q9. Rank the following things in terms of how important they are to you in
determining whether a development concept is feasible
(1 = not important at all, 5 = extremely important)

1 2 3 4

Planning policies

Qur past experience

Observing other
developers

Social need

O O O O
O O O O
O O O O
O O O O

Ioooom

Next page

*Q10. Please rate how likely it is that you would be willing to proceed with a
development under each of the following conditions related to flood risk:

1 - Extremely 2 - Somewhat 4 - Somewhat
unlikely unlikely 3 - Neutral likely 5 - Extremely likely

The site was recently

affected by a flooding O O O O O

event

Flood hazard mapping

indicates that the site is at O O O O O

risk from flooding

The site is protected by

hazard-engineering

structures (e.g. stop- O O O O O
banks, levees, or seawalls)

Future homeowners may

find it hard to acquire O O O O O

private insurance

The developer is required
to provide a 10 year

development guarantee O O O O O

covering any flood damage
due to design defects

The developer is required
to contribute financially
towards building hazard- O O O O O

engineering infrastructure
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*Q11. Please rate how likely you would be to change your development plans if
new flood hazard mapping depicted the site as having...

1 - Extremely 2 - Somewhat 4 - Somewhat
unlikely unlikely 3 - Neutral likely 5 - Extremely likely

Low flooding risk O O O O O
Medium flooding risk O O O O O
High flooding risk O O O O O

Q12. (Optional) If your plans would change with an increase in flooding risk, how
would your plans typically change?
(e.g. increase freeboard, redesign site, develop somewhere else, etc.)
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Appendix 2

Survey Information Sheet

(Sent as an email)

Hi there,
My name is Joel Bishop and | am a masters' student at the University of Waikato.

| am working with the Natural Hazards Commission (formerly EQC) to develop a new
conceptual model of how residential development happens in New Zealand. To help with
this,  am sending out a short survey to housing developers across the country.

The survey has 14 questions and will only take about 5 minutes to complete. All responses
will be anonymised.

I would greatly appreciate it if you could please complete this survey, or send it onto
someone else in your company who it might be better suited to.

https://waikato.qualtrics.com/jfe/form/SV_aidyiB7KReFHlyu

Thanks heaps in advance,

Joel Bishop
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Appendix 3

Interview Questions

1.

What are the most important values and rationales that influence your
behaviour and decision-making as a developer?

Do you have a long-term strategy?
Do you have any special values that guide your development activities?
What are your key goals as a developer?

What are the most important factors that you consider when evaluating the
development potential of a site?

What would give a site high development potential?
What would make a site undevelopable?
Can you give examples of these?

Describe your typical process for evaluating the feasibility of a development
concept

What are the most important factors you consider?

Canyou give an example?

How do you evaluate the natural hazard risk of a site or project?
What makes a site too risky (natural hazard risk) to develop?

What are your key sources of information?

How does your development behaviour change with an increase in natural
hazard risk?

Design/engineering responses?

Abandon the project/develop somewhere else?
Increase freeboard/level?

Would you ever develop a high-risk site?

What are the key factors that influence your decision whether or not to do this?
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7. Now that you know more about the research and the specific questions that |
am asking in these interviews, can you recommend anyone else that | should
talk to?
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Appendix 4

Interview Information Sheet

Hello,
| am contacting you because you completed my recent developer survey, and you have
indicated that you are willing to participate in a follow-up interview.

This information sheet will explain the purpose, details, and ethics of this interview.

BACKGROUND INFORMATION

| am a Masters student at the University of Waikato. | am involved in a research project
for the Natural Hazards Commission (formerly EQC) with the goal of developing a new
model of residential development in New Zealand. My role within the projectis to
research the decision-making of developers of new housing. | want to understand:

* The decision-making process of developers

* The values and rationales that inform their decisions

* How they conceptualise the development process and their role within it

This information will help the research team model developer behaviour and
understand how development activity might change in response to climate change or

changes in planning rules.

THE INTERVIEW
| have requested an interview with you. The purpose of this interview is to help me
establish a deeper understanding of developer decision-making by talking about your

own experiences, values, and rationales for decision-making.
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The interview will be approximately 30 minutes — 1 hour in length, depending on
your availability. It will be conducted at one of the following locations:

¢ At your office

¢ On the University of Waikato — Hamilton campus

¢ At another mutually agreed location, e.g. a cafe

¢ Online via Teams or Zoom

The location will be chosen based on what is convenient and preferable for both parties.

If  have not already arranged a location with you, we will talk about it soon.

The interview will be semi-structured, meaning | will ask you some prepared questions
but we can discuss whatever other topics come up during the conversation. You will be

free to answer each question however you wish.

YOUR RIGHTS

You have the right not to participate in this interview.

If you do not want to participate in an interview, please reply to this email with
something like “I no longer wish to participate in this research”.

If you do want to participate, please confirm by replying to this email.

Once you have consented to participate, | will proceed with arranging the interview with
you.

You have the right to refuse to answer some or all of the questions.

You have the right to withdraw from this interview before or during the interview.

You also have the right to withdraw up to one month after | provide you with the
transcript of our interview.

After one month, the interview data will be anonymised to protect your privacy and data

confidentiality.
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DATA ETHICS

The audio of the interview will be recorded. | will inform you of when the recording
begins and ends. This recording will be used to develop a transcript of the interview,
which will be sent to you to review. If there are any errors you would like corrected, or
parts which you would like redacted, please inform me and will change the transcript
accordingly.

Your interview transcript, and any notes derived from it, will be anonymised and
confidential. The data will be stored digitally on my personal computer and only shared
with the other researchers involved in this project. Any data shared in the final Masters
thesis will be completely anonymised and grouped by developer typology to avoid any

individual participant being identified.

SUPPORT
If you would like more information about the project or the survey, or need help

completing the survey, please email me using this email address.
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Appendix 5

Survey Results
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How many How many How long does|How long does|For how many
projects do new dwellings |it take youto |ittake youto [yearshasyour
you or your (homes or complete a complete a organisation |What are your
organisation |units) does typical typical been active in |primary areas of Current land Site isin a high
Primary Other typically your typical  |development |development |[the property |activity? (e.g. use and end
Respondent |Development Development completeina |project project? - project? - development |"Auckland and Proximityto  [infrastructure |Natural hazard|Transport neighbourhoo
Number Activity Activities year? contain? Years: Months: industry? Christchurch") greenspace  |servicing risk accessibility |d
Standalone
Standalone homes,Duplexes
1|homes /townhouses 11 or more 1 1 6 1-5years Christchurch 4 3 4 4 4
Duplexes/townh |Standalone
2|ouses homes 2-3 5-10 1 6 1-5years CHRISTCHURCH |2 5 4 4 2
Apartment Standalone
3|complexes homes 1 5-10 3 1 1-5years Napier 3 4 3 2 3
Standalone Duplexes/townh 11 or more
4|homes ouses 11 or more 1 1 6 years Christchurch 2 3 1 1 1
Small
prefabricated
homes
(relocatable
Standalone units, sleepouts, 11 or more
5|homes etc.) 11 or more 1 1 0 years Nationwide 3 3 5 2 3
Duplexes/townh |Standalone 11 or more Selwyn: Lincoln
6|ouses homes 11 or more 2-4 1 00 years and Rolleston 1 5 4 1 3
Standalone Duplexes/townh 11 or more
7|homes ouses 11 or more 11 or more 2 24 years Tauranga 4 5 5 4 4
Standalone Duplexes/townh 11 or more canterbury/South
g|homes ouses 11 or more 11 or more 1 6 years Canterbury 3 3 4 2 2
Duplexes/townh
glouses 2-3 5-10 1 6 1-5years dunedin 3 4 3 2 4
Standalone Renovation
10|/homes Work 4-11 1 1 0 6-10years Wellington 3 5 4 3 5




Hawke's Bay,

Duplexes/townh |Standalone Gisborne, Waikato,
35|ouses homes 11 or more 5-10 1 6-10years Wairarapa
Standalone Duplexes/townh 11 or more
36|homes ouses 11 or more 11 or more 0 years Wellington
Duplexes/townh
ouses,Small
prefabricated
homes
(relocatable
Standalone units, sleepouts,
37|homes etc.) 11 or more 2-4 0 1-5years Waikato
Most of the Central north
38|above All 11 or more 5-10 12 6-10years island
Land
development Standalone 11 or more
39|(sections only) |homes 2-3 11 ormore o] years Selwyn
Duplexes/townh
ouses,Apartmen
t
complexes,Retir
ement
Standalone villages,Papakai 11 or more
40|homes nga 11 or more 5-10 1 years Waikato
Standalone 11 or more
41|homes 2-3 11 or more 4 years Whangarei
Waikato,
Standalone Duplexes/townh 11 or more Coromandel,
42|homes ouses 11 or more 1 0 years South Auckland
Standalone Retirement 11 or more
43|homes villages 11 ormore 11 ormore 2 years Waikato
Standalone
44|homes 11 or more 5-10 1 6-10years AKL




Wellington, Hutt

Duplexes/townh |Standalone 11 or more Valley, Kapiti and
11|ouses homes 4-11 5-10 0 years Horowhenua
Standalone
Duplexes/townh |homes,Apartme
12|ouses nt complexes 11 or more 11 ormore 0 6-10years Auckland
Duplexes/townh |Apartment 11 or more
13|ouses complexes 2-3 11 or more 15 years Auckland
Arange of non-
residential and
mixed use
projects
including
commercial, Auckland,
Apartment retail and civic 11 or more Wellington and
14|complexes uses 2-3 11 or more 0 years Christchurch
Standalone Duplexes/townh Tauranga and
15|homes ouses 2-3 2-4 8 1-5years WBoP
Duplexes/townh
16|ouses 2-3 11 or more 0 1-5years Auckland
Standalone 11 or more
17|homes None 2-3 11 or more 0 years Auckland




Duplexes/townh

18|ouses 4-11 2-4 1 0 1-5years Christchurch
Duplexes/townh |Standalone
19|ouses homes 4-11 5-10 0 11 6-10years Dunedin
Land 11 or more Christchurch and
20|development NA 2-3 11 or more 1year 0 years Selwyn
Standalone
Duplexes/townh |homes,Apartme
21|ouses nt complexes 1 11 or more 4 0 6-10years Auckland
11 or more
22|sections 1 11 or more 2 0 years whangarei
This question
istoo
simplistic, |
have beenin
the land
development/
civil
engineering
industry for
most of my
working life If
and can'ttell |appropriately
you what zoned and
typical serviced, 12 to
development |18 months for
means. but!| |circa 50 lots,
Standalone know what depends on
homes,Duplexes components |extent of
Standalone /townhouses,Re make up a earthworks 11 or more Waikato, Bay of
23|homes tirementvillages |2 -3 11 ormore development. |etc. years Plenty
Standalone Duplexes/townh 11 or more
24|homes ouses 4-11 5-10 1 0 years Wellington
Standalone 11 or more
25|homes 11 or more 1 1 1 years Christchurch
Standalone Duplexes/townh
26|homes ouses 1 5-10 5 4 1-5years 5




Christchurch,

Auckland,
Northland,
Waikato,
Wellington,
Standalone Duplexes/townh 11 or more Queenstown and
27|homes ouses 11 or more 1 0.5 years Bay of Plenty
Duplexes/townh
28|ouses 2-3 11 or more 2 1-5years Auckland
Standalone
homes,Duplexes
/townhouses,Ap
Duplexes/townh |artment 11 or more
29|ouses complexes 11 or more 11 or more 1 years Auckland
Standalone Duplexes/townh 11 or more
30|homes ouses 1 11 or more 7 years Tauranga
Standalone Standalone
31|homes homes 11 or more 11 or more 999 1-5years Christchurch
Standalone
homes,Duplexes
/townhouses,Ap
artment
complexes,Smal
L prefabricated
homes
(relocatable
Retirement units, sleepouts, 11 or more
32|villages etc.) 11 or more 11 ormore 2 years Levin
Standalone Apartment
33|homes complexes 4-11 5-10 3 6-10years Auckland
Standalone 11 or more
34|homes 11 or more 11 or more 0 years Christchurch




Standalone

45|homes 2-3 1 1 1-5years AKL
Duplexes/townh
ouses,Apartmen
t
complexes,Retir
ement
villages,Small
prefabricated
homes
(relocatable
Standalone units, sleepouts, 11 or more
46|homes etc.),Papakainga|11 or more 11 ormore 3-5years years Canterbury
Standalone Duplexes/townh 11 or more
47|homes ouses 11 or more 11 or more 1 years Auckland
Apartment 11 or more
48|complexes 1 11 or more 3 years Auckland
Subdivisions |.e
land for others to
build standalone |Other (please 11 or more
49|houses specify:) 1 11 ormore 2 years Nelson tasman
A mix of vacant
sections, stand
Standalone alone, 11 or more
50|homes townhouses etc |11 or more 2-4 3 years Kapiti Coast
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Appendix 6.1

Interview with Developer 1

JOEL

So if you wouldn't mind, just to start off, just giving a brief introduction of yourself and your
history and your experience in housing development.

DEVELOPER 1

I've got an engineering background, I've been involved in earthworks and construction for
most of my working career, both overseas and locally, I've done a lot of land development.
I'm not involved in the building side per say, but most of the land development for most of
my clients is focused on the house and land product. So you end up satisfying what the
builds want or what the market is, [what] the house buyers want in any case, developing
different section sizes and amenities and things like that for a couple of key clients.

JOEL

My first question for you is what are the most important values and rationales that
influence your behaviour and your decision making as a developer?

DEVELOPER 1

Feasibility, which is which is really cost. So, mainly working for housing developers, they
are quite different to land developers. They start on a top-down model: what is the product
I’m going to sell to Joel? What does Joel want in a house? What's the price point at which
he will be comfortable? So that's where they start, then they will look back, okay, this is the
size house we’re gonna do, bedrooms, garages, then they work out what the section size
needs to be and how much that needs to be priced in. And then everything else follows.
Land developers look at from a different point, they look at [it] well, generally these
builders are happy to have 5, 000m2 sections and they seem to be selling for around 500 or
450 or 475, so let's just do those. So there is a bit more to it than that, but that's in
simplified terms.

146



JOEL

Right, so the housing developers are looking at what the market is demanding, what
consumers want, and the land developers are just trying to make a product that builders
will purchase?

DEVELOPER 1

Yes, what's the price point they can maximize it because really the house and land
developers, they get a margin on the land and a small margin on the build. So therefore
they want their sections to be a lot cheaper, but they also demand, like most buildings, you
would have noticed, they do a, nowadays everybody does it a, ribraft, hardly anybody does
any conventional strip foundations anymore. So ribraft, there's not many step foundations,
unless you're sort of high end. So everybody wants a flat site. So half of my job is delivering
earthworks coming up [?], and with retaining walls completed, everything. So they can just
come and strip 15mm of topsoil and away they go. So really minimising the post-title
earthworks, so to get the builders cracking as soon as possible.

JOEL

Yes, so two of the key concerns for the builders are that the land is as flat and that the
earthworks are done and it's ready to be developed as soon as possible and as cheaply as
possible?

DEVELOPER 1

And it will get the consent within twenty working days or whatever, and away they go. So
they want a high level of certainty, they don't want to bugger around with, they want to
know where the building restriction lines area or things like that, and that's recently
become a problem and in we'll go into that later.

JOEL

And are there any other values that you consider?
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DEVELOPER 1

Again it’s about the feasibility, how many sections you can get in there? And access,
roading, infrastructure, stormwater is a big deal, wastewater and water is reasonably
simple, and then obviously, like, is there a lot of peak on site, is there flooding issues, are
there slope stability issues, but most developers don’t sort of, once they go to a site, they
experience that sort of, like | don't pour over the council mapping information because we
don't put a lot of [stock in them]. | do look at their flood modelling stuff, because that is
quite often a bit more accurate, although some of their data is behind sometimes, but
flood modelling is mostly a bit more accurate. So we do look at that and just in terms of,
but again, all of those things, developers sort of, and | look at it sort of, from a point of like,
we know there's gonna be risks. Once we strip the topsoil people might have buried tires,
there might be all kinds of these all kinds of things you can't see. But from your experience,
when you see a slope or it looks like there’s a slip there or there is a bit of a wetland you
know there's gonna be issues with preloading and peat, or you’re gonna have to deal with
setbacks and slope stability issues. So you can sort of get a feel for the land, once you have
a look at it and [have] gone through the stuff, so the first things | look for is the aerials and
the contours, and what other infrastructure is around it?

JOEL

So you're using your past experience, you're using the aerials and the contours, you're not
so reliant on council mapping?

DEVELOPER 1

Not slope stability mapping, that's highly inaccurate and is desktop study stuff and I'll
show you why just now, but do look at their flood modelling, especially if it’s recent.

JOEL

And are there any other sources of information that you're using or things you you’re testing
when you're evaluating the feasibility of a site?
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DEVELOPER 1

Not upfront, you don't do a lot of things upfront normally, some people may spend a bit
more money, depends on how deep their pockets are and how keen they area on getting
the land, but sometimes you can also know too much, which can cause you to have a low
price, because you know you’ve got all these lists, and so [?] the market of people who
want the land and they might not do the same due diligence so there's a bit of [?] to it but
so typically we don’t do geotech investigation, we wouldn't do contamination investigation
before purchase, you would make that as part of your due diligence and settlement
package, so hey final settlement is subject for all of these things and you your consents
being granted and [that] would sort of give you a deposit and maybe drip feed you if it’s a
massive piece of land, you know? But give us time to do our good diligence and so that's
the way the things get structured so you don't have to do everything up front when you sign
up for it.

JOEL

And so you wait to do some of those due diligence things until after the client has signed up
because you don't want all those risk factors to increase the prices and the costs?

DEVELOPER 1

No not just that, you don’t want to waste money on a piece of land where you don’t have a
contract. A good example is recently on a site in Tauranga the Minister of the Environment
spent about 300k of our taxpayer funds on geotech and contamination of a site that didn't
even have a contact with us, no agreement that they would purchase [?], but this is tax
money you’re wasting. You may not get this site, there’s no agreement anywhere? Why are
you doing this? Oh, no, this is the way we do it - to me that’s just dumb. That's your
responsibility.

JOEL

And is that quite common?
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DEVELOPER 1

For government departments yes, not so much for the private sector - you’d go broke.
What happens if you don't get the site? And you spent 300k on it? You need a lot of turnover
to have 300k sitting around. So, yeah, just - but there is a lot of information around. There's
so many like geotech things, nowadays most geotech reports are available and most
councils have a geotech library and | think there's a New Zealand database for technical
reports people upload it too and so you connect is all the things of here really you can go
way back to 1948 or something, maybe even before. So there's a lot of stuff like. For
example, if | was buying a property in the Esk Valley | would quickly realize thatin 1938 it
was a huge flood through the same place. So | wouldn't touch with a barge. But people
don't learn, you see. But | would assume that you wouldn't last very long as a developer in
New Zealand if you didn't follow similar processes of intelligence and useable experience
you would lose your shirt very quickly.

JOEL

You touched on it earlier talking about natural hazard risk being one of the factors that you
consider when you're evaluating your sites: what's your thinking and your methodology
there, how do you evaluate what the level of risk is at a site?

DEVELOPER 1

It's just about how how much do you gonna think you gonna spend to mitigate it, so for
example if you were at Mauao along the beach, there you would be having to think

about liquefaction in the sand and shallow water tables and that's the spread and maybe
some tsunami or coastal erosion perhaps, if you're really close to the beach front and the
development, I’ve never done one of those before, I've been a bit more inland, about a
kilometre inland, so we don't have to worry about coastal erosion, but more the ash and
the pumice and the sand soils in the east of the Bay of Plenty and the gravels over here, you
sort of worry more about slope stability and flooding. But flooding can be mitigated quite
easily. If you’ve got enough of a source of fill on site, for example, if you have to court it but
now follow on site and you’ve got to raise yourself by three meters, different story, well
then it becomes almost very fit and like a cigarette box. You could work out that’ something
that’s not going be feasible. So you’ve [got to either] get the land for free or not go there.
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JOEL

Right, so most of the time the key test is not whether it's feasible but whether it's affordable
for a client, or whether it's cost effective?

DEVELOPER 1

If you can mitigate the risk within the feasible amount, so it doesn’t effect your end
product, whether it's a house of land or section. So it's really just what sort of engineering
solutions can you apply to the piece of land to mitigate the risks you think there are going
be?

JOEL

Right, so are looking for an engineered solution would be your most common response to a
natural hazard? And do you ever encounter sites where you decide that the risk is just too
high and it can't be mitigated?

DEVELOPER 1

Yes, | have encountered sites and I've told clients to see if they can get the deposit back
and run for the hills. So, yeah, I'm doing one in Waihi Beach, consent for land that’s been
raised by three meters and we don't have a wheelbarrow-full on site. and that development
is not feasible. If we can get 2021 prices for at least some properties, that might but...yeah.
So yeah, there’s some real basic science, like out at Temple View, for example, on the way
to Temple View, that’s quite dodgy ground, and on the way there, there's a, | don't know
what the suburb is, there's a race track - before you get to Temple View, there’s a race
track. It’s got horses and it’s more for training, not a public racetrack. It's right close to that
road that goes to Temple View, | don’t know what it’s called, but that whole area, when |
drive there | tell my wife, this is all just swamp, how do you know? Well, look at the state of
the road. Look at the cow poles and the telephone lines and things like that, you don’t have
to be a rocket scientist, just have to know a little bit about engineering to know that this is
just areally old swamp that's been drained. And yeah, so that whole low lying area is just
swamp...| mean, in winter the water table is just about to the surface. So when you look at
that kind of thing you think, oh, I’m in for a hell of a battle here.
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And then it’s, how do you quantify that? The only solution is engineering solutions. So in
that instance, [we] wanted to buy the whole farm. | told them to run a mile off and they
haven’t bought it. So fortunately they didn't pay any money, any deposits. we just we spend
a day on site with a 20 ton excavator digging test pits, and off the first test pit | knew the rest
of the day | was just gonna get sunburnt. But | just went through it and | just
surrendered...just the peat and the water down below and stuff. And that's and that's not a
lot of money, you know, the excavator, it's maybe 140, 150 an hour.. and my time so very
soon and then | have a geotech engineer to come and just confirm things, [he] will give us a
little report, so not a lot of money you spent, maybe ten K, so for a twenty or thirty million
dollar purchase that’s peanuts, you know, so it's not really big dollars. But you wouldn't go
sign it for that and then [do it] and they found out stuff, right.

For me, some people, some developers, would have elected to go and get a CPT done or
something like there, you know? | think that | [?] that, but for me a test pit [is enough], I’'m
just a dumb South African so | can look at a testpit, you know, that tells me a whole lot of
story | can understand without having all the technical geotech analysis behind it, just
yeah, we’ve got a huge scrap here.

JOEL

And do you think that, because of your experience and how much experience you’ve had,
you're confident in just trusting that little amount of testing?

DEVELOPER 1

Yeah, absolutely...the testpits down the line. So, if you don’t understand what you're
looking at then you should be sending out a professional who does, so it's really just how
confident - and all developers, if they're not confident, if they’re more housebuilders, they
would get a CMW or a geotech, because of [?] they would get someone to go and take a
look at it, and they might do a different level of investigation if you go for the big boys, but
guys like CMW, they’ll quite happily go and do testpits and things like that.

JOEL

Right. So, developers that aren't commonly doing house and land or subdivisions, they'll go
to the big consultants because they’re less confident?
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DEVELOPER 1

Typically, not all of them but typically, if you’re just a builder and that’s your business doing
building and stuff, then you wouldn't really understand earthworks. There's not a lot of
[them that] understand earthworks and ground conditions that much and the Building Act
is all that kind of stuff, and products and subbies. So it's just different horses for courses.

JOEL

And does that change the decisions they make? Does a big consultancy give different
advice and will a developer receive different advice from getting a consultant to do a full
review that versus just doing some test pits?

DEVELOPER 1

It won't be different advice. It's just the level of analysis | suppose. So for example, just as
testpits, you just get like, a summary and photographs and 2m below where sand is a 3m of
water squirted in, tunnel collapse, you know that kind of stuff is overall. You wouldn't get
any CPT...you might get some sheer strength and things like that, but you wouldn't get the
whole, you wouldn't get any other analysis really. And then they would tell you whether you
need to preload it or whatever, but that sort of kind of stuff now, and whether you’d have
liguefaction or not, whether it's a risk, but they wouldn't quantify it, you wouldn't expect
them to, because that's not what you're paying for. So it depends on what you want from
what it | suppose, costs of the investigation or how much you willing to spend. | suppose,
the more confident and experienced you are with ground conditions in New Zealand, which
are very different to the West or to Africa, or the more experienced you are, the less
investigation, you will be comfortable with your decision.

JOEL

And what are the key factors that determine how much money a developer is willing to
spend on the testing and on the engineering and on preparing a piece of land for
development?

153



DEVELOPER 1

That's a difficult one. | suppose as little as possible is the simple answer. It just depends. |
don't think there's a right or wrong answer. Every person looks at it differently. | don't think
there is actually...

JOEL

So it's something that's unique for every developer?

DEVELOPER 1

I think so, that’s a sort of a personal decision of how comfortable you are with risk or your
people advising you. So, typically you wouldn't go into the experience...like, | wouldn't, for
example, if | was working in the ashfields in Tauranga, | wouldn't go to a geotech consultant
who doesn’t work in ashfields, because they’re completely different. Like anything else,
you need specific knowledge of that stuff. So I'd be comfortable taking advice from
someone who has experienced the ash soils and not be relying on investigation, but others
might fix some other consultant, who knows? It's not an easy answer. | don’t think there’s
an easy right or wrong answer. It’s more of a personal thing about how much you think you
know about the site or want to know in advance, or what's your appetite for risk, | suppose,
at the end of the day. | don't know how you quantify that.

JOEL

| guess one thing | wonder is, mature, experienced developers that have been operating for
a long time, are they more tolerant of risk or less tolerant or about the same, it doesn't
make a difference.

DEVELOPER 1

No, | think they're more tolerant because they are more comfortable on what solutions
they gonna try to mitigate it without having to spend hundreds of thousands on reports
telling them what to do. So | think it's like anything in life, with experience you get
confidence. Suppose it’s like planners, the first time you go to a hearing or the Environment
Court thing, you just about wet yourself. But then after a couple of them, it’s like anything
in life. | think the more you get exposed to it the most confidence you get with the
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decisionmaking, but that doesn't mean you get it all right, that's another story that
especially when you’re dealing with ground conditions in New Zealand, it can change
before your eyes.

JOEL

Does it ever happen that halfway through a development, or at some stage in the
development, you find some new information or something changes and you have to
readjust, suddenly the level of risk is higher than you thought it was?

DEVELOPER 1

It happens all the time, until you’ve got your earthworks completed. I've just gotta have a
solution to any [problem]. A lot of engineering and development and stuff is problem-
solving, if you can find the quickest fix to problems with a solution. So for an example, a
development | worked in Tauranga for the lakes there at the corner of State Highway 29 and
State Highway 36 (Tauriko - Tauranga Crossing area), | worked on their sections, and after
the plan changed there was a big flood in Matua and Cherrywood in 2004, and the council
there, the regional council, completely changed the flood modelling criteria from two years
ago, all of the stormwater pounds and everything just about doubled in size and everything
just got way bigger. So you can't do anything about that. You just gotta deal with it, just get
on with it. Once you’ve bought the land you’re committed, so you’ve just gotta make the
best of it.

You’d have to change things. You’re not doing it for -, you have to make a profit, otherwise
you won’t be doing the next one. So you might, for example, reduce the section sizes,
something like that, or you might try and get smaller roads in, trying to maximise [profit]. So
there's a lot of things you can do. Or you might, where you just wanted to have a batter, you
might just say, well, I’'m just gonna put in a small retaining wall. Or, | might have to chuck in
a palisade wall here so | can build a bit closer to the edge or something. There's so many
options you’ve got, you’ve just gotta choose from all the solutions.

JOEL

So you have to pull on your experience and the advice you’re getting, and find solutions
that are specific to that situation.
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DEVELOPER 1

Correct, and what it will cost to deliver that, so it’s always coming back to the cost,
feasibility. So there’s no point, for example, doing a palisade wall at a cost to five hundred
thousand when [you] might only get [?] sections. For example, that’s just a rough example.
Maybe you’re better just to lose this section then build another story, make it a double-
story dwelling. Just things like that. | don't think there’s a right way or wrong way to
approach it. Every developer looks at it slightly differently.

JOEL

We've talked a little bit about section sizes, and that being tied to what builders are
wanting. Do all builders want the same size section or is there different demands? Is that
changing?

DEVELOPER 1

It’s changing all the time. And it’s all driven by price point and what the market wants,
[what] you can sell. Like, those across the road there (development around Ruru Street,
Cambridge), ten years ago, | don't think you would have been able to sell [even] one of
those in Cambridge, where they’ve traditionally had six to 800 square metre sections. Just
look down the road at those sections. These have just recently gone up and Joe’s Garage is
here at the centre, previously it was just paddocks and nobody wanted to buy this farm. So
that would never have worked, so that’s changed. They’ve sold them, and they don’t look
too bad, so it’s just, the market changes, and what people can afford changes. So if you
ask anybody there, would you prefer a 600 square metre section on a level, with no
neighbours within four meters of you, | bet you they'll all say yes, if it can be at the same
price as that one. But that's what they can afford, so really it's all market driven at the end
of the day. And if you don't understand the market, like if you’re a house and land builder,
and you can’t get the market right, you’re gonna sit with product. For example, [we] tried
some terraced housing and stuff like that in Omokoroa and in Papamoa and it's not selling.
They’ve sold some of the sections, they've actually built some, but in the one area they’ve
done a mixture of standalone and terraced housing, they’ve only sold half the terraced
housing. Terraced housing, you’ve got to build it in a whole block, so typically you won’t be
able to pre-sell all of them, like you’ve gotta get the funding and [?]...so there’s a lot of
trickier things to do with terraced housing. You can [presell terraced housing] in a very
good market, like we had backin 2021, but not now.
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Appendix 6.2

Interview with Developer 2

Joel

What are the most important values and rationales that influence your behaviour and your
decision making as a developer?

Developer 2

Yeah, so | mean fundamentally, we are entrusted with other people's money to generate a
service return, right? So we have a profit motive. The way that we as a business have tried
to enable ourselves to develop a service return sustainably is to ensure that we maintain a
reputation for doing, and actually doing, high-quality development. And so that's a bit of a
luxury, I think, in terms of development because there are many ways and many types of
real estate development, right? And so, you know, we operate in the sort of quality end of
the spectrum and so we do have this sort of luxury of being able to do kind of nice things,
but that has also been a sort of long term strategy for the business to do that on purpose.
And so, because that enables us to then access, certain parts of the market with land
owners that might not have a purely profit motive themselves - so councils, for example,
local governments, central government, people that want a design outcome rather than
just the maximum buck for their land. You pay too much for land, you cut corners
elsewhere, right. So that’s a sort of fairly long-winded way of saying the values we look for,
you know, we look for very high quality locations. We would never undertake development
that we wouldn't want to use or occupy ourselves. So that's sort of central ethos. We need
to be able to be proud of what we build when we take a family past it. Our founder uses it
as a test a lot. So would you be proud to take your family past it? So to distil that to values,
we want to be providing something that is of premium quality to communities as well as
individual users. At a practical level, that sort of dictates where you operate to a degree. So
we will - this is a bit of side bar - like, steel costs just as much in Otara as it does in
Remuera and so, you know, if you look if you look to maximize value, you generally operate
in areas where you can achieve a premium value. So that sort of leads us to higher end
locations and high quality developments. Does that answer the question?
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Joel

When you say a high quality or a higher end development, what sort of things define that?

Developer 2

People will pay a lot of money for a view. It seems obvious, but | suspect - to give a live
example, we developed in Wynyard Quarter just out the window here. The value range
between the cheapest apartment and the most expensive apartment on a per square
metre basis is about 125%. So you go from something like about 14 grand a metre through
to like 30 a metre, and that’s just a function of being higher up the building, having a better
view. And there are some nice finishes and so on and so forth with that. Now your ability to
achieve those premium values is entirely locationally dependent. Most of that building say
probably 80-85% of the cost of a building is going to be the same wherever you build it.
That's just concrete, steel, and glass, services, whatever. So your ability to really monetize
that extra 15% is entirely dependent on location. And so the location you look for, you look
for some sort of natural advantage - green and blue spaces as a rule. So blue being the
coast, green being sort of reserves and parks, things like that. And so that sort of green and
blue space is a sort of north star for your location, one that we follow pretty rigidly because
that enables you to really monetize all the generic stuff that you have to putin. So it's
essentially, and look, if you really want to sort of unpack it, we sell to a - residentially, most
of our marketers as downsizes. So they’re baby boomers that have made a bit of dough,
they're in a big place and they want to release a bit of equity. And so they're sort of our
natural constituency and so really you need to follow them to a degree. Wynyard’s a little
bit different, there's no natural catchment to Wynyard. But, you know, you are still sort of
trying to collectively gather people in that city fringe and sort of bring them into a central
point. So you sort of crudely follow the money and that gives you sort of relatively narrow
range of locations that you can operate in if that’s your market.

Joel

When you say a natural catchment, what do you mean by that?

Developer 2

| just mean like, you know, in Remuera there's a lot of old people sitting in big piles of
houses that want to downsize, so your sort of addressable market is your sum total of
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downsizes. Your more expensive suburbs, basically, because the buyer behaviour in the
high market, high apartment space is probably about, | guessing here, but I'd say 60% to
two-thirds just downsizes. People who might be sitting on a house with four mil, they'll buy
an apartment for two and they'll release a bit of money so they can travel and move around
and retire. It's not the whole show, but | mean, without that, you don't have an apartment
market really at the high end. And so the sort of natural locations are where those people
already are. So that's kind of, you know, it's sort of coastal North Shore, eastern suburbs,
city fringe, those kind of locations. We do have a residential scheme in Hobsonville, which
has sold pretty well; it struggled a bit for the last few sales, just because of the market
turning down, and one of the reasons it struggled is it doesn't have a particularly deep pool
of downsizes there. Like generally the prices we're selling for are approximately the prices
they're selling for. And so that's, you know, even though that's an amazing coastal location,
et cetera, it just doesn't quite have that depth of buyer pool.

Joel

Okay, so the majority of the people who are downsizing and purchasing these high-value
apartments are buying an apartment in the same sort of general area of the city that they
currently live in?

Developer 2

As arule, yeah, so | think we've done around 400 apartments in Wynyard and less than 10
people have come from the North Shore. And you can see it from the North Shore. Most
people don't really want to move that far, that’s been our experience.

Joel

So it sounds like natural location and natural amenity are really important. Are there any
other important factors in your site selection?

Developer 2

Yeah, this is kind of hard to answer in a way because everything can be like - when | was
doing your questionnaire, like you're sort of ranking stuff and well, on any given day, one of
those things could be the most important thing because if it's a problem to an unusual
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degree, anything can be fatal. As a general rule, location, you know, that sort of green-blue
space thing is something we really think about in terms of location because that just leads
you generally to better amenity. We think a lot about the developability of any given site. So
your efficiency of build. So that could be size and shape. So there's an optimum, you can
be too big, you can be too small. Access to light is probably the best way to sum up size,
shape, position, and street. So residential has a lot to do with access to light. So if your site
is too deep then your interior spaces will have poor access to light, or if it's hemmed in, if it
doesn't have enough edges. So if you've got, you know corner site, even better sort three
edges, you've got light on three sides, right? Your only antidote to that [not having good
light] is to just pull yourself off boundaries, but then you can be buying a bunch of land that
you can't use. So there's sort of a certain kind of rectangular shape on a corner and facing
northwest that will give the best access to light. And then collectively you've sort of got
engineering considerations. So natural hazards, obviously a big one nowadays, coastal
inundation, you know we think very carefully about those things, that’s sort of long-term
resiliency. If they're kind of low level effects, you can engineer around them, if they're high
level then whether we care or not, it's almost immaterial if you think insurance companies
are going to care. In Wellington, we did the first ever base isolated apartment, that's
Victoria Lane Apartment, so they completed that a couple of years ago. So that was a sort
of move to try and overcome consumer concern around safety and especially insurability.
So a lot of the insurance premiers for Wellington residential is just astronomical. So we do
think about those sort of collective engineering concerns. And then, you know, things like
contamination or servicing or whatever. But those are, you know, again, generally not
showstoppers, but, you know, when they're, you know, extreme, could be. So you sort of
have a suite of things could result in extraordinary costs and if they are collectively or
individually are too high, then you can't make a buck.

Flood risk is, post the Anniversary Weekend floods a couple of years ago, that's a sort of
new focus. So it's something we look at pretty hard now. We walked away from looking at a
site in Karaka up here recently that on paper looked pretty good, but we just couldn't work
out how feasibly we’d mitigate the flood risk. And so sort of flood risk is kind of, it's
basically a consent risk nowadays because, you know, councils are adjudicating it pretty
thoroughly. But there's a commercial dimension as well where, you know, buyers will be
alive to it and insurers will be alive to it. But it's essentially, probably the councils will
gatekeep it. So it's just another thing you’ve got to look at, seems like they get more every
year, unfortunately.
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Joel

And in terms of those engineering considerations, when you're considering a site, what's
the typical process for working out the level of engineering risk or the types of interventions
that will be required?

Developer 2

Yeah, so sort of procedurally we will take a, you know, initially, if we can get some time on
a contract, you just take a general view, a bit of a gut feel on what you think it should be,
you contract it so that you control the site, and then you'll spend money on due diligence to
clarify those engineering matters. So generally we look at three waters provision,
geotechnical stability, liquefaction, the like. We have a geotechnical report, it doesn't
matter how many of those things | read, | still don't understand them. | just flick to the part
that says foundations and give it to a QS to price. In certain instances, acoustics and
traffic, but that to lesser degrees. Your main costs are in servicing in your foundations. But
yeah, you know, they can be other sort of extraordinary things you might look at, but | think
contamination as well if things are, you know, if there's a, you know, that conversion sort of
Brownfield stuff. Even greenfield, actually, some of the old orchards and golf courses and
stuff being spread pretty horrendously. And that, you know, all that stuff was just, you
know, it's just straight off your bottom line so ultimately you need to reflect on land
purchase price.

Joel

And in terms of natural hazards, it sounds like most of the time you're basing that on what
the council has available, the regulations and their information?

Developer 2

Yes, so like first review is just GIS systems, most councils have pretty GIS stuff now.
Regional councils generally maintain hazard inundation maps. If we get serious about a
site, then you would generally have an engineer create a proper hydraulic model.
Sometimes it's just so obvious it's a problem that you don't need to go, but if it's a bit fringe,
you have a proper engineering report and they will, you know, tell you whether it's an
engineerable issue or not. But earthquake [risk] has always been there. We think of
earthquake as sort of generally an engineering issue. Base isolation is pretty good, | think
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it's the best option; floods are a bit different, it's not always possible to just mitigate it on
your site, it can cause problems for everyone else. If you just raise your land, so if you've
got a big parcel of land, the one at Karaka that we looked at, we had that exact solution, |
said, well, raise the whole site by a metre - that actually then would have raised the flood
level, flood severity by 200 mm on the neighbouring sites. | mean not clear on, you know,
you're mitigating your effects on your sites, so you’re mitigating the effects on your site but
creating them on others, that's some sort of resource management conundrum, right? So it
was like, and so then you get into this, well, you've all got to raise your land by a metre or
whatever, but the neighbour doesn't want to do it, and so then it’s just too hard, right. So
flood risk is a little bit different. Like earthquake you can just manage your own stuff. Flood,
coastal inundation, they’re trickier. So there | think they will just create a certain amount of
big no go areas where to people just look at it [and say], it's just too hard. So we we're quite
nervous about that at a due diligence level.

Joel

You mentioned also being engaged in some greenfield and brownfield developments. Does
that ever involve identifying a site and investing that or a client investing in that, in
anticipation of future planning changes, rezoning, sort of land banking?

Developer 2

Yeah, we are currently looking at two sites. One is sort of rezoning from a kind of sui
generis use, somewhere between green and brownfield, like it has had development on it,
but pretty low intensity. And it's a specialized. | can't talk about a specifically, but it's
specialized, it's got one of those - in the AUP you’ve got these grey zones which are, you
know, a range of kind of medical or educational and things like that. The moment that use
is no longer required, it's actually a pretty easy path to rezoning so you sort of default to,
you know, because you can't, you know, like if somebody's got a medical facility and they
don't want a medical facility anymore the council can't really dictate that it should be a
medical facility, it defaults to, what’s a sensible and natural zone in that location absent
that demand. So we are looking at one and that space. We're looking at another one, which
is subject to a public plan change that we would then sort of enable. So the short answer is
yeah, we're not actively doing any, not sure we've done any in the past. | mean, I've done it,
but my history was Countdown, | ran their development department for four years and - we
didn’t land bank, more a case of fucking your numbers up sometimes and you have to just
put the site away for a while. But we did rezoning; you can make quite a large amount of
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money, but it's quite binary. Like if you lose, then if you've just got to a bit of land that you
can't do anything with. And so in that instance, you know, it's very much in the population
plane [for] residential. You're trying to sort of just follow, you know, follow population, find
somewhere where there’s land scarcity. So if there's no land scarcity, there's no pointin
rezoning.

Joel

Are there other variables or other pieces of due diligence that you might do to evaluate
whether it's worth taking the risk on a rezone?

Developer 2

Yes, so with rezoning there's a political dimension to it. We have a sort of long term
industry debate around the RMA and, you know, whether it needs reform or whatever and
I’m sort of a development heretic in that | think that there's nothing wrong with the RMA or
at least - there is plenty wrong with it - but there's nothing wrong with it that a new bit of
legislation would fix because you've got 62 or 64 or 60 something councils. They all use the
RMA and you can have it applied extremely easily or extremely difficultly, and it really
depends on the people applying it. And so you can put whatever bit of legislation you want,
some councils are going to be easy, some councils are going to be difficult. And so you
need, like one thing you identify is whether you're going to have a great big fight or not, and
it's not to say that, you know, you can fight the good fight, if you think it's winnable, but
you've got to be prepared for a very long and litigious period. Some developers, that’s how
they role. For us, there’s easier ways to make money. A good example is what our good
friends at Winstones have done in Takanini, you know, really cool development | saw
proposed but it was always going to be hard and it's just going to be a massive long-term
litigious battle, big upside if you can win it. They do that really, really well, you know, they
take those controversial sites and muscle them through. | don't think anyone does it better.
It's just there's a sort of risk tolerance that you've got to have to be operating in that space.
For our parts, you know, probably prefer things to be it bit easier. So that sort of political
level, and the other thing is just infrastructure, infrastructure is absolutely critical for a
rezoning because you can, you know, if you've gotta drag pipes or built, you know,
wastewater treatment, whatever else and, you know, you can you can be sunk pretty quick
or the very least you've just got to be really big to get over, you know, your major sort of
infrastructure hurdles.
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Joel

And then like in terms of the risk tolerance - you've mentioned size, are there other factors
that kind of determine whether one developer is willing to take that risk and anotherisn't?
Is it just a personality thing?

Developer 2

Capital structuring is part of it, part of it is just personality. So you know, we as a private
equity business have relatively expensive money and that, you know, we're trying to deliver
25% IR up, so 20, 25%. That means that if we get caught sitting on a piece of land, that's
really hard to achieve, those sorts of levels. And so we have an exit pathway mapped out
pretty clearly, not always, but, you know, within reason you need to be pretty sure you can
get out of it. So that concept of landbanking - land banks generally - it can be a good
strategy - but it’s generally lazy money, because land doesn't pay anything, right? People
do pretty good returns on paper, but often land is very, you know, you can't really - if you
put debt on it, then you've sort of set a time bomb for yourself. You know, you've gotto - a
lot of people in land development come unstuck because they've just got a debt clock
ticking and they can't get out of it. If you put all equity and then that's not very efficient
either because, you know, a lot of generating service returns is putting the minimum
amount of equity you can, maximum amount of debt without getting ahead of your skis. So
back to your original question around what determines [strategy], our strategy is in large
part determined by return target and that's a function of who our investors are and what we
promised to achieve. Contrast that with someone like an institutional who's doing it
precinct, someone like that. They have a sort of broader balance sheet. They're a listed
entity listed, you know, that're trying to do, | don't know, what they consider a good return,
eight percent something. [?] listed prop co. is actually not bad going and so they can take a
slightly different approach to it, because they have cheap money, basically. It doesn't
make it any easier to make a profit from a development, development's still gotta be
profitable, but they can you know, they’re collectivised, their assets are collected over a
bunch of assets rather than just single development and so they can sort of smooth it
around a bit, go a bit slower, whereas for us, if we yeah, if we get stuck holding something,
it can be a bit ugly.
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Joel

How frequently do you get caught out in your feasibility stage estimates of the return and
the timeframe - something unexpected happens, and the project is suddenly [off track]?

Developer 2

Time fixes most things other than debt, if you have sort of capital structuring right, and by
that, | mean like say for apartments, if you presell to a level that covers your debt, then you
might not make as much money as you thought you're gonna make, but you're never going
to lose your shoes. So that's sort of a discipline. We've, you know, the last three years have
been a major property downturn. You probably only get three or four of those in your
career. And we've had one problem in that might ultimately lose money, | think in that 35
years of [the company] that would be the only one. But, you know, we are as far as the
development goes very conservative, very, very risk focused and there are different
approaches, not saying it’s right or wrong. You get certain approaches that would do far
more than we would, but just on the assumption that you're going to have a few flameouts.
It's our approach is trying to sort of minimize those close to zero as possible being a bit
more selective from what you do. So not saying that it's the right way, it's a way, there are
other developers that are happy to lose money, you know, they'll do might do five where we
do two, but they'll assume they're going to lose money on one or maybe two of those and
sort of end up in roughly the same place. It's just, you know, it's, yeah, it's sort of horses for
courses really.

So yeah, like nobody's bigger than the market. And, just go back to your original question,
we have four or five developments that we haven’t progressed because of the market. So,
you know, that otherwise would be building that are just sitting and waiting. Through sort of
some combination of good luck and good management, we haven't been, you know, stuck
with those at a bad time. You know, again, we've used option contracts a lot on land so
that we're not actually the landowner. So the one at Takapuna, for example, which we've
got here with accounts there on the under option contracts, we haven't paid any money for
those land parcels. So yes, we've spent money on design and things like that essentially a
bit of a cash drag. But in the context of whole scheme it’s not actually that much,
difference is a few if you've lumped 20 odd mill for a piece of land and it's not earning you
money, that can start to look a bit ugly, but so we sort of insulate it, often through use of
options. Often it’s a contractual mitigation. But, you know, going back to | said at the start,
we've been lucky enough to be able to access those types of developments, not always
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possible. You know, we've got those because, council wants, or at least says it wants, you
know, good outcomes rather than just purely ‘write us a big check and we will let you off
into the wild and do what you do.’ So, yeah, | mean, so, yeah, short answer is no one’s
bigger than the market and everyone's been caught this last year, it’s been pretty brutal. |
think it's the biggest in history. | read something once that the interest rate increase, some
Bank of England records go back like 600 years or something, and it had never increased
that much in that short a space of time in the 600 years that the English base rate, which is
about the same as ours you know.

Yeah, so it's been quite yeah, fortunately it's coming down pretty quick again, so a lot of
people have just been able to ride it out, but it's been tough, a tough couple of years. |
mean, we do other stuff as well. We've been buying existing assets that look cheap, rather
than developing, sort of fortunate enough to be able to kind of duck and weave a wee bit,
but yeah, you're not quite the market, but this one, it'll get a name at some point, you know,
GFC or whatever, I'm not sure what it'll be.

Joel

Going back to natural hazards, what makes a site too risky in terms of natural hazards to
develop?

Developer 2

It would be primarily, putitin the context of flood risk and coastal inundation, flood

risk probably more so because coastal inundation's a little bit more predictable in the
sense that, it's a big, sort of slow moving problem and you can probably engineer around it
in a lot of cases. Flood risk is a bit more kind of sudden, right? and unpredictable. So
anything that is, you know, when we look at a hazard that isn't site specific, site specific
generally you can engineer around. If it's more kind of local area or suburb or, you know,
sort of street level where you’re dependent on multiple entities responding, then it then
becomes a sort of more kind of commercial risk rather than engineering one. So an
engineering risk within reason, can just be dealt with out of land value. And oftentimes it's
not possible because land owner doesn't get it, but theoretically, the engineering costs on
the land should just find its way to the land price at some level, where the engineering risk
requires some degree of coordination with other parties, that becomes a commercial risk,
and coordinating multiple people to do multiple things at the same time is generally next to
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impossible. It's while it’s like the same principle of just buying, you know, develop to buy it
for sites and do a development, it's generally next to impossible, because you just can
never coordinate four people to do something at the same time. So same with that. So
that's sort of the real concern, and there's a sort of severity dimension whereby some
places are just forecast to be flooded, whatever you do, there's no engineering solution
and it doesn't matter whether you're happy with that risk or not because the insurance
companies won't be. And if you can't insure you can't develop, you can't buy, can’t sell. So
there's this sort of proxy things that look out for, like, we do sort of watch insurance
company behaviour a wee bit, because they will make your mind up for you. If they're not
there, there can’t be any development, doesn't matter whether you care about it or not. So
they're quite an interesting barometer for development risk.

Banks [are important] to a degree as well. You know, the banks will - | know from a certain
banker they're just essentially just redlining areas at the moment and aren't renewing
finance exposure in certain suburbs in the city. But they would never tell you that. I'm not
sure if that's strictly okay, but they're doing it.

This is bit of a piece of string thing, but we look at just, you know, is there an engineering
mitigation that you can manage on your own site? | think if the answer there is no, then
you've probably got an unmitigable risk.

Joel

And do you ever get in a situation where there is a engineering solution to an onsite risk, but
it's not profitable, like it would be too costly?

Developer 2

Yeah, we see that routinely, yeah. | think last year we had about 200 deals that got onto our
deal sheet that were worth a look, and we did about two of them. So, | mean, we'd like a
slightly higher success rate than that, but | mean, you know, five would have been a good
year, so, you know, under that basis, you sort of, you know, you're still at a two or three
percent strike right and some subset, don't how many, but |, you know, a material amount
of those would have been just sort of engineering costs. The typical development margin
on costs might be like 20%, maybe a bit better, it doesn't take a huge amount to suddenly
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make that that 14 to 15 and then it’s just - and if it's like it was only 18, 17, 18 to begin with,
it's only 12, 13 now, and it's just not worth doing, the bank wouldn't give you the money
even if you did want to doit. So it doesn't take a huge amount for engineering cost to tip
something upside down. And that applies particularly with land development, which is
where you sort of engineering - vertical [developments] are a bit different. Generally, your
engineering costs are a small percentage of your total costs, versus horizontal, where
engineering costs are higher - it’s all engineering, basically.
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Appendix 6.3

Interview with Developer 3

Joel

What are the most important values and rationales that influence your behaviour and your
decision-making as a developer?

Developer 3

In general, we're looking for sites that are sort after. Why would they be sought after? -
because of transport [accessibility], close to the current population, that have much of the
proper zoning already in place, and just as importantly, the ground conditions from a
geotechnical point of view would lead to a fairly straightforward development. Those would
be my key four things that we're hunting of - and then out the back end of that would be
price, price can always be negotiated, but yeah, we're looking at those other four things
and then price would be the fifth.

Joel

Would you say that price is less important than those other things?

Developer 3

Yeah, | would say it’s less important because if you get all the other things right, the value
proposition of pricing takes care of itself, if you just go and chase a piece of land that’s
cheap, then you bring all those other problems potentially into it. So I'm always kind of
looking to solve those problem before we worry about what we're paying for it. We still
wanna pay the best price, butit's not as important as those other items.

Joel

So can you maybe describe like a high value site, one that that's got a lot of potential?
What sort of features does that have?
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Developer 3

Mainly looking for market demand, so we're looking for a spot that people want to live or
actually, a spot that we think people would want to live, but they don't actually know it
exists yet. So once we create it, they'll like it, because sometimes, if everyone wants to live
there then the value is already maxed out, you know, before we come looking. So we're
always looking for something that we can value add |, suppose, at that frontin, but that
would be -1think that the transport situation is quite a biggie, especially for having a
having a 10 minute suburb and having some of those green aspects to it that we're
searching for, but you know, | look at a place like Wellington, most of my developmentis in
Wellington and Kapiti Coast and just with the topography, a lot of the so-called good land
has gone. So we've got to work out how we can develop the stuff that's a bit more hilly or a
bit more out of the way or has got other kinds of perceived negatives on it that we can try
and convert.

Joel

And all of those aspects of the site, all those things you're looking for, are you looking for
those because that's what the consumer wants or is that something that comes from your
own interests?

Developer 3

No, ultimately we've got to be able to sell them, so we've gotta be able to sell a - sowe're in
the land development and we're in the construction side of things as well. So we are
definitely looking there for a - what is the end buyer of a house or an apartment or a
townhouse or a retirement home or a daycare centre, like, what are they going to be
wanting? We're very much trying to try to set [our activities] to where we see the market.

Joel

And in terms of your overall activities, would you say that you follow a long-term strategy in
how you're choosing sites to develop or is it sort of case by case?
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Developer 3

Nah, the strategy is long term, so | guess we're not trying to be in and out too quickly. So,
yeah, if there's an issue we deal with it because we’re in here for the long haul. So, you
know, nothing frustrates me more than - we're in a resource consent hearing at the council
at the moment and one of the councillors stood up and said ‘oh, you guys are only in it for a
quick buck.” Well, we're not. Yeah, some people are, but you know, some lawyers are
ratbags, some are good, some developers are bad, some developers like to build
something that stands the test of time. | always try and always think that we're better
placed to do a development, to go through a second development cycle. So what | mean by
that is you know, let's say every seven or eight years, you get the economy kind of fizzing up
and then a bit of activity and then it might peak and drop down the other side. If you do a
development either side of that peak, that’s kind of where a lot of guys go broke. So | think
you've got to be able to structure development in the current market so it can survive a
downturn and you can still trade it through the next phase and a lot of guys don’t that, they
justwant to be in and out and get the money in the bank and move on. And sometimes they
time itright, and sometimes they don't. | mean, you’re based at Waikato Uni, you'd see
you'd see plenty of development around Hamilton - there's a heap of different
approaches, you know, some guys do subdivisions, some do small, some do infill, some
do mixtures, there’s a whole [bunch of] different ways of doing it, but the guys who usually
don't really mind about, you know, a 10 or 20 year philosophy, they're the ones that will do
better in the long term, | think.

In New Zealand, the way that we run a business, we're very much about, ‘oh, let's make a
buck and just sell everything and then kind of take it easy until we retire’, whereas if you
look at say how the Italians or the Japanese [do it], they’re building stuff for their family,
they are they looking at it a hundred years, 100 years is young in Japan. So | kind of look to
some of those kind of models with some of my system and that's what we're trying to do.

Joel

I think you mentioned having the value of delivering a high quality product, would you say
that’s a value for you as a developer?
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Developer 3

Well, you can tell the difference, right? That value comes at a cost. So if you’re chasing the
bottom, you are chasing the low of the low market, well then you need to skin your cost to
do it. Butif you get stuck in the downturn, and there's no funding available for those places,
then there’s always a kind of struggle through that. So we tend to go for more of a middle
market [so that we can] just appeal to a bigger group of people. | want to stay away from
that top end where, you know, in any given year, you have only potentially got five clients
and | want to start away from the bottom end where your client base can dry up any time. |
want to be in that middle area where your clients are a bit more financially sound, a bit
easier for them to lend money. They're not kind of exposed to the whims of the market. And
the quality in that one can be as simple as, you know, if you were if you were doing a
subdivision, you look at some of those stuff that they've built in Hawkes Bay and when the
cyclone came through a couple of years ago and you think shit, how did they build floor
levels below road levels? Because they just didn't want to move their dirt around, right?
They just wanted to - the council approved it and they just kind of gotin and out and they
got their minimum overland flow paths and a few things blocked up and a few things went
wrong and the whole suddenly went pear shaped. It wouldn't have actually been that much
more to future proof this other version of it and I’d just be horrified if we’d delivered some
of that stuff, and got caught out in that respect. I’m dealing with an engineering consultant
atthe moment who's advising us and he goes, oh, you know, you wouldn't want to do that
because you're going to lose four sites and it's going to affect your yield, and | said yeah,
butit's going to be a nicer subdivision if we put a wider access in there and we can take
those places out and it opens it up and that's just kind of got a better amenity. And | think
you get that price back, rather than just trying skin everything to the dollar and wonder why
it didn't quite work out.

Joel

So what makes a site undevelopable? What are the sort of things that you see in a site and
you say, look, we're not going to go there?

Developer 3

So I’'ve got one in Kapiti, and we just looked at another near Ngaruawahia, and you’ve got
peatissues, so the TC2 foundations, some of that stuff, you've got to quantify that at a
price. Like if you're in a suburb where the house is only going to be able to be saleable up to
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X price well then any of that stuff is just going to be a killer for your development at any
stage. So that geotech stuff is very important, like whether it's soakage for stormwater
systems or whether it’s [something else], how it's laying out from an excavation or
earthmoving point of view, all those are quite important up front. You can kind of handle
you, can handle a lot of setbacks by just putting a dollar figure on it, and, you know, if it's
kind of within budget, | guess you can deal with it, but some of those bigger ones are just a
bit unknown. And that might be - we're doing one at the moment where we're trying to build
on a fairly steep street, which would be a 10% percent gradient and the type of walls that
we're using, we're not quite sure, you know, you can do the drilling, the testing and what
have you, but we’re not quite sure until we actually start building some of these walls,
what's actually in there because there was pine trees on the property before we built it. So
you've a bit limited with drilling rigs...so we've made an educated guess on what we're
doing. Sometimes you do your homework beforehand to a similar degree and it just doesn't
stack up so then you wouldn't develop it. You just kind of move to something else that was
a bit more straightforward, a bit more certain.

Joel

And in terms of natural hazard risk specifically, | wonder if you could talk a bit more about
that, starting off: with what sources of information do you use to evaluate the natural
hazard aspects of a site?

Developer 3

A lot of that mappingis done - like it should be done by council or regional council, but |
find that the more and more developments that we've got into in the last five years, | find
that the council is almost getting asked to update their plans and their models, and that
might be, you know, they might have had an all attachments study done 15 years ago and
they probably haven't - they've probably done some basic modelling and updated it, but
we're the ones who are having to spend 300 grand to update their models. A lot of our stuff
is kind of driven by those models that we’re paying for council, and then we're also getting
them peer reviewed as well, so that's kind of a big drag on what we're doing because we
never used to have to do that; like some of the some of the land that was not problematic,
we would never have had to go through that expense. There's some other example and that
stuff that you know, | guess it's common sense has kind of gone out the window and all of a
sudden everything needs to go through a certain set of, you know, tests or protocols and all
that happens is guys like yourself who are coming through in your 20s and 30s, you’re
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thinking ‘umm shit, why is a house so expensive’, you know, well, it's so expensive because
we've got to jump through a lot more hoops than we used to. And yeah, there was some
average development done, but there's also some bloody good development.

I kind of worry now that, especially with the focus on wetland and ecology and all that kind
of stuff, that some of the land that we're consenting, it's almost too hard to develop. You
used to be able to get a nice landscaped development with a hundred houses on it and
now in that same bit of land, you might be you might not be able to do the cut and fill, you
might be, you know, preserving a perceived wetland, which might be a bit of Manuka scrub
and a kind of swale, and that will be treated as a significant natural area and that's kind of
been abandoned for the last 40 years, and they kinda graze stuff around it. And, you know,
you end up going from a hundred sites down to 30 and those 30 sites become a lot more
problematic. The council, they’ve got a lot more green edges on the road, they've got a lot
more less curving, more swales, kind of more landscaping, a lot more intensive for the
councils to look after, so the rates are going up, more expensive to build so there’s less
houses on them. | just think we could kind of moderate that a bit. | mean, all that side of it
has gone a bit crazy.

Joel

When you have a site that does have a natural hazard risk, like a, you know, maybe a
flooding risk, what type of responses do you have to that? Do you default to an engineering
response?

Developer 3

Yeah, mainly an engineering response, it’s basically our engineers battling with the council
engineers to get an approved solution through. And that might be something where there’s
not a flooding issue, but it might come up on a hundred-year plan, it might show that
there's 20 millimetres of water on a 100 year plan so then you've got to go an engineer that
subdivision. It's not like there’s 300 millimetres coming through, it's only if everything, you
know, all the upstream effects of being dammed up and the stopbanks have burst and the
rain has kind of carried on for twice as long as ever happens. But | mean, you look around
the country and you see some of the disasters, Hawkes Bay and Auckland and a bunch of
other ones, | can see why they just think oh, bugger it, we'll just do a blanket approach to
everything. I'm sitting here at the moment by the Manawatu River and they’ve got the river
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and then coming up out of the river you’ve got a flat-ish ground then you’ve got a stop bank
and then you've got houses on the other side of the bank, | suppose, you know, but this
area was totally flooded probably six years ago. They worked out a way to mitigate it you
know, but | wouldn't go and build a subdivision here, I’d keep my wits about me, I'd build a
house on piles, but it's not the way we work. You go and get some of those things in
Hawkes’ Bay, I'm just trying to think, and the Esk Valley, GJ Gardeners have built a home on
a slab on grade on subdivision, they’ll just go and build a slab on grade in the Esk Valley,
the slab at a similar level to the driveway, to the front lawn and bang the water just goes
through it.

Joel

And do you ever encounter sites where you could mitigate the hazard through engineering,
but it just wouldn't be profitable?

Developer 3

Yeah, yeah, frequently.

Joel

How frequently would you say that you like abandon projects or, you know, back away
from sites because of natural hazard risk?

Developer 3

The scale of what we do, so we probably, you know, we’d probably be developing, in a good
year we might develop 50 sections, in a quiet year we might develop ten, how many blocks
would we walk away from? God. Maybe one every two years. More so when the market’s a
bit tighter, you just think yeah, | could get that through but it's just not worth it.

Joel

Does that mean then that your high level due diligence and early research is quite reliable?
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Developer 3

Yeah, to a degree, yes. The worst thing we can get is we can get one that's marginal and we
pay too much for the land and then the values go down and then, we kind of always knew
what we're going to have to do but then we're kind of looking for it. But you know, it’s a
market thing, you know, we just have funding in place that will ride out another cycle so we
can kinda figure it out on the other side. We don't have to build it and sell it before the
banks foreclose on us.

Another thing is that we do of mixture of sizes but, you know, we're trying to keep growing
and try and get our teeth into some bigger stuff. For us, there's as much work for us, doing
three or four houses out the back of a residential lot as there is to do a 40 lot subdivision.
So we might as well just put that time and resources into doing something a bit bigger. And
that drives our efficiency. So yeah, around the whole natural hazards side of things, maybe
part of that comes with experience as well. | mean, you know, just with kinda what we've
done over the last thirty years in the building industry that’s kind of what we would do.

Joel

So in terms of developer experience and maturity, would you say that the more experience
a developer has, the more willing they are to tolerate some natural hazard risk?

Developer 3

Ahyes, yeah. And the most experienced guys will either take it on 100% or just [won’t go
there]. So | guess the experience gets you a few more deals.

Interesting point about the developer experience, because even though they come and go,
if you've got a bit more experience and you're assessing that risk better, you definitely, the
results will be better long term. Earthquakes are another thing in Wellington, like we’re
doing sites near the fault lines and what have you, but | don't know, like you'd understand it
more than me, | know there is a technical explanation somewhere, but it just seems to me
that every decent earthquake has happened in the last 40 years has been on a kind of a,
you know, in an area that was troubled, but a previously unknown fault, so | don’t quite
know we analyse that side of it. But we've got one at the moment where we're staying out of
the way of a couple of known folks, | suppose. Sea Level Rise is the big one for us, | know
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the councils, with their modelling, they've definitely raised that bar with the kind of, with
the climate change side of it then what we were doing ten years ago.

Joel

And is that changing the types of sites that you develop and the types of sites that you can
see as being feasible?

Developer 3

Yes, definitely. I think so. And even in a place like Kapiti, they've spent a lot of time trying to
trying to rezone or requantify, not only their coastal stuff, but their ponding areas. So yeah,
I wouldn't touch those just with the complexity involved.
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Appendix 6.4

Interview with Developer 4

Joel

What are the most important values and rationales that influence your behaviour and your
decision-making as a developer?

Developer 4

it would come down to standards and building codes, you know, we're not going to go and
build something if it’s against the building code. So we're pretty straight shooters here, so
essentially district plan rules and building consents, the building codes, set the perimeters
for our decision making, you know, we're not gonna go and challenge any of those
positions and as part of our pre-purchase due diligence, would always highlight what those
parameters are, and when we're going to acquire new land opportunities, you know, we'll
work through a list of predetermined, like a predetermined check sheet, that ensures that,
you know, in new development in key areas we’re working within those parameters. We've
found it very difficult in the past to progress a development that sits outside of those
parameters, i.e. such as, you know, building and flood zones or contaminated land,
whatnot. We've found that catching those kind of things early, allowing for them and not
trying to cut corners is the best way to work, you know, and you just create yourself a
headache later if you try to go around those rules or try to loophole them in anyway. So we
understand the rules and regulations that we're building to, and that's probably the most
important part.

District Plan rules, what our codes of practice rules, like, you know, minimum grades for
sewers and stormwaters, those kind of things, sizing of pipes, all that kind of stuff between
the codes of practice, which is more local council, then you've got your building code,
which is more countrywide, we always understand that each district is different and we'll
just make sure that when we’re acquiring those new lands, we work within those
parameters.

Behaviour potentially could be set from a client if they're pushing back on several items,
but we would usually provide advice to say if any client wanted to break those rules, we
would say, look, we wouldn't recommend it. Yeah, | think it's a pretty straight and narrow
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path that you've got to follow when it comes to the building code because, you know, worst
case scenario here, if you don't capture any of those key issues then you're going to run
into costs down the track. So I’d close by saying that our behaviour is pretty - we're not a
cowboy. As such we do things correctly, like you know. Sorry, reputation always comes
into as well. So for example, you could do 50 good projects or work within the limits and
then if you do one big slip of the behaviour to try and go around a rule, everyone will
remember you for the one project that you became a dirty developer on or you know, you're
in the public eye here, so, you know, you've got to be careful, someone can see that you do
something that sits outside the norm and that's going to affect you badly. Your reputation
as a development leader in the industry and that ultimately will affect people comingin
and wanting to be a client for you.

Joel

You mentioned earlier that sometimes you do have clients that are pushing you to go
outside of those parameters - do you have any examples of that?

Developer 4

Yeah, two examples that come to mind are, one person wanted to cut cost, so going down
a correct pathway would have incurred like an additional fee of $25,000 for undertaking
further earthworks to comply with the plan, he pushed us not to do those earthworks to try
and save some money, you know, the engineering plans had a slope that we needed to be
three to one and he goes, no, make it steeper or make it less steep. He wanted less earth to
come out, so he wanted to make it flatter, he wanted to make it have a bigger platform, but
ultimately that went against some of the engineering matters. The other example was, that
was cost and the other one was design. He didn't like to look of the alternative product that
we were using, and he wanted to use a lower spec product that looked a little bit nicer and
because he's building a very, very nice home, he didn't agree with using this type of product
so he wanted us to push away from that and use a lesser product and paint it, a different
kind of grade steel. So that's the only time, those are two examples that come to mind.

Joel

And in terms of your behaviour and your decision making as a developer, do you have a
long term strategy that you're following?
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Developer 4

Nah, we don't really have a strategy in our work. We've just got our two directors are pretty
clear cut that there’s no corners to be cut, they’re pretty clear, you know, they want to be
seen in the public eye, it’s their name on the building saying, well, you know, if you guys are
doing developments for us, you need to be following the rules, you know, they’re adamant
on that, we have meeting every six to 12 months, strategic meetings, it is reiterated at
those meetings that, you know, by any means, we don't want to become that dirty
developer, we don’t want to have our name tarnished by being a cowboy or cut corners or
compromise on quality. So that's reiterated from the top down, but we don't have a
specific policy.

Joel

What are the most important factors that you consider when you're evaluating the
development potential of a site?

Developer 4

So I think | alluded to it earlier. We have a predetermined check sheet. So first and
foremost | think would be the district plan rules, you know, it's probably the first thing
anyone checks, like what you can and can't do in the particular zoning. Coming down from
that it’s probably infrastructure. So once you know what you can build in the area, you look
at how the site is serviced. So, you know, looking at all the three waters, fibre, power,
understanding what your client needs and then making sure there's capacity in the
network. We’d then look at key items such as geotechnical conditions, land
contamination, and hazards chapter would be included in that third stage, and so we'd do
planning, infrastructure and then we kind of do a combination of the land hazards and the
geotechnical. That's how | would kind of break it down, into those five key categories. And
then | guess the last one would be making sure once you understand the parameters of all
the issues, what could be affected i.e. geotech conditions or there might be a little bit of
contaminated soil or there's a little infrastructure issue, and then we'll do a financial lens
over the bottom saying, hey look, what's the risk? What are the costs to develop and then
we finish with that financial analysis.
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Joel

And so in terms of infrastructure, are you mostly looking at the existing infrastructure at the
sites or are you sometimes willing to you know, improve infrastructure or add new
infrastructure to develop a site?

Developer 4

So ultimately, the path of least resistance, the most cost effective solution, is to try and
utilise what's there. And if we can if we can fit a new developmenti.e. 50 lots into the
existing infrastructure, by all means, that's the most economical way to develop and it's
probably going to improve the developer's bottom line. If like | said before there's
deficiencies or there's gaps, capacity concerns within the network, then as part of our due
diligence we usually say, hey, look, we need to provide another sum of money let's say,
let's call it $200,000 for this argument to extend the sewer line or the water main to feed
the development to a level of service at council will accept, it's then that $200,000 into that
financial lens to then say, look, after all these constraints does the project still financially?
and then there'll be kind of yes-no, let’s proceed kind of thing. So again, we don't cut the
corners. We understand the level of service requirements, what each lot requires under
most district plans so it's just a case-by-case basis, you know. But we will always try and
push the limit with council to say, hey look, we can service the development with this,
ultimately lowering the cost. Ultimately it's council's decision to say no TW need to do XY
and Z to increase the level of service up to the district plan level of service that’s in line with
our code of practice.

Joel

And then in terms of natural hazards risk, when you’re evaluating the natural hazard risk at
a site, what sources of information do you use for that?

Developer 4

So the two big ones that we use here in the Hawkes Bay are, we've got a hazards portal on

the council website, so that that takes everything from flood hazards to coastal inundation
to wetland to slip hazards, contamination, it's got all of that on a single webpage. And then
- that's the regional council because we’re not a unitary council with both councils, we've
got split councils, so Hawkes’ Bay Regional Council and we've got five subcouncils that sit
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under that around the districts. So all of those district councils like Napier City and
Hastings have their own GSI maps and they've got hazard portals on those. So we've got
hazard portals on local councils and our regional council maps and we go through and | do
an analysis on all of those as well. The accuracy of those is sometimes a little bit on, you
know, you've got to take a look with a pinch of salt because the level of accuracy or detail
in some areas is not as good as it should be. So our engineers that we use also have a great
knowledge of it and they can do sort of their own little analysis to confirm, you know, what
a flood height might look like in that area we take, always where if it's really close or it's
really looks like there's going to be a bit of an issue, then we'll use our engineering team to
try and vet that and say, look, this is real close do we have problems? and then we also use
the actual councils. So for example, if we're looking at purchasing a five hectare block and
subdividing that we're always going to have a preapplication meeting, saying, hey look,
we've done this pre-check analysis. There may be a few little bits and pieces here on
stormwater that might pose a bit of a problem or there might be a coastal inundation zone
or something like that so it might be a bit of a coastal inundation zone that we need to
consider, so we would package up an email saying, hey look, this is what we're trying to
achieve. Here's where we think are some of the problems and then we'll putitin front of
council and they’ll actually give us a lens from their perspective and say, actually these are
the hazards you need to consider. Most of the time it's just a good open, honest
conversation saying, hey look, this is what we're trying to achieve. What are the red flags,
how can we overcome them?

Joel

And then in terms of working with your engineers, are they mostly just conducting desktop
surveys of those hazards or are they conducting field testing also?

Developer 4

So it's depending on the level, or where we're at in the project, so if it's a pre-purchase, it'll
just be desktop analysis and if we think the desktop analysis comes back and there's
grounds for further investigation, i.e that the desktop is saying that this is feasible then
we'll go and actually progress that to maybe like a next stage where we'll invest some
money and actually go and do some ground testing and we'll go and do some analysis of
the actual stormwater in more detail, do some network modelling or something like that to
say, actually, we can stand behind this, and then ultimately that'll form - a civil engineering
servicing report will form part of a resource consent application. But in terms of the
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business and commercial perspective we would always try and get a property under a
conditional contract, do that high level due diligence and if the due diligence is saying go
ahead, then we would look to purchase the property subject to a resource consent, and
then we'd get into the resource consenting phase where we'd invest some money, knowing
that, you know, we think it's got grounds for obtaining that consent, invest the money and
then if we don't get the consent, we've only lost, you know, 50 grand from doing some
technical inputs and we still don't have to commit to purchasing the property. So there's a
commercial structure there that our company uses to protect ourselves financially.

Joel

And did you ever get in a situation where your um analysis at that early stage, you later find
out that it wasn't accurate or there was a mistake somewhere and you end up being caught
out with an unexpected problem on a site after you've committed?

Developer 4

Yep, that that's happened a few times and in those situations the bottom line gets
pressured, you know, I’m a civil engineer by qualification so the company relies on me to
make those good decisions and analysis and that's why I'm in this position. So you just got
to sometimes take those on the chin and | don't know, | think I've done about 65
developments here and we’re still yet to lose money on a single one. So I'd say we're doing
pretty well. It's about having that good system in place, you know, and if we do get
something wrong, we usually have a project contingency available. We usually got council
looked over it before we've purchased and we've usually got our engineers to look over it.
So if I've missed it, council’s missed it, and our engineer’s missed it, then it’s a pretty
unforeseen kind of error, and then still we've got a project contingencies for little bits, rats
and mice like that that can creep up that we do miss, so ultimately, the end of the day, you
know, we've got a multi-layered system in place that protects us from those kind of minor
errors in judgment.

Joel

And in terms of risk tolerance, where would you place yourself as a developer on a
spectrum from the most conservative, minimal risk developer to maybe someone who's
much more willing to accept a risky project?
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Developer 4

There’s different types of risks. So for example, like we won't take any risk on contaminated
land or stormwater. We just know that councils are not gonna fly with them. So there’s
particular areas where we will take risk in terms of like what the market's doing and you
know, the value of the properties might, you know, will take a risk that we can get $400,000
for a section, like we'll take a punt on the market because we've, you know, we think the
properties going like this (miming a graph line trending upwards), when it comes to the
contaminated land, we won't take a risk, we'll make sure we always test and do full due
diligence on that, because you know, that there has the potential to blow a project up. We
would always do stormwater analysis because it's usually our biggest issue out of the three
waters, having to allow enough stormwater attenuation and storage devices to meet pre-
development discharge. So stormwater and contamination, no corners cut whatsoever,
we’re super conservative in those two spaces because they have the ability to stop
projects. Water, sewer, we would take more risk around those, you know, there's more
simple solutions for those and they're usually not land intensive or cost intensive, we can
usually get water mains and pump sewage solutions to work that no matter where you are,
in terms of what other risks are in the project, yeah, we usually wouldn't take a project on if
we haven't done our due diligence, which again has got the council in on it, but yeah, that’s
about all I've got really on this, just stormwater and this contamination are the two biggest
risk areas - oh, and the natural hazard stuff.

So for example, like | said earlier the coastal inundation zone is bigger here in Hawkes Bay,
it's really starting to pick up a lot of momentum here, it only came out like 12 months ago. A
new report was released and that's pretty damning for Hawkes Bay’s future. So we won't
cut corners around that as well. We need to have a clear cut direction from council on that
before we'd make a decision on purchasing land for development. There are essentially no-
go zones, essentially. Can't ensure properties or they're not habitable. So | guess, now |
think about it, it's human health. So if you can't provide a safe - like, contaminated land,
you don't want someone to be in a garden and eating a carrot that's full of arsenic, those
are just some ethical barriers that we will just not consider.

Joel

So one thing you touched on there was market conditions and market prices. Obviously the
market's constantly changing. So are you willing to pause development or sit on a piece of
land to allow the market price to reach your target?
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Developer 4

So we've got financial models here that tell us when the best time to sell would be. So for
example, if we've committed to purchasing land and we've built civils and we've built
infrastructure, we’ll say, well, what’s our leverage positions, what's the holding cost on
that debt? [It might be] better to actually, in this case, you know, take a price of 350 over
400. So we've got analysis. We've got accountants in the background giving us advice on
those situations. So it's not like we're taking risk, but we're just saying, look, based on the
actual numbers, this is our position and the debt we're holding, if we sell it for 350 now, it's
better than selling it for 400 in 12 months. So we let the numbers do the talking essentially,
and, you know, we've got good enough analysis on understanding the cost at what we're at,
our leverage positions. We’ve got also, and we're lucky enough, the company that we've
got, we've got 450 real estate agents across the Central North Island. So we've got good
access to market analysis in terms of what we think the market's doing.

Joel

Going back to natural hazard risk specifically, it sounds like you're coming from an
engineering background. So when you have a site with natural hazard risk that you know
can be mitigated, what are your common responses to that?

Developer 4

So the natural hazards, in terms of mitigation, we've done a couple here in Hawkes Bay
where we've been in a coastal inundation zone, and that dictates a finish flood level, so if
we were to have an exudence event, then the tidal surge would be this high. So we've had
to do developments where we raise those out of the ground. We've said hey, well this is the
ruling within the District Plan, here’s the detail in terms of where we need to build to, is that
financially viable, i.e. is the cost of the doing the earthworks to relift the site economical,
are we going to get our return on investment back? So it's just a financial-based decision.
Purely a financial-based decision. We're not going to try and build something that'sin a
flood zone and try and sell it for premium dollars. We know we've gotta try and - it's just
common sense, | guess. It's understanding the cost to develop and the cost at the finish,
you know, getting out of that flood zone adds value, people look at that and go, shit, this is
futureproofed. | want to live here.
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Joel

Do you ever find, like, I'd imagine, sometimes in an area like the Hawkes Bay, there would
be a bit of a conflict where sometimes the land with the highest amenity values, like
coastal land, land by rivers and things, is also land with natural hazard risk.

Developer 4

Yeah, I'm trying to think, so when | talk natural hazards, I’m pretty much only talking
flooding and sort of coastal stuff, maybe a little bit of landslide. | don't, we're here in
Hawkes Bay, where we don't really - | don't think of anything like earthquakes or cyclones,
they just don't come into our thinking. We don't even, like we won't build a development
saying shit, we're gonna get a slight earthquake at this position because | think it's just too
hard to, you know, if every developer did that we wouldn't build anywhere, especially in the
Hawkes Bay. So | guess the only hazards | really consider from an engineering perspective
are going to be those coastal inundation ones for, you know, where there's potentially like
a - lwouldn’t call it a tsunami, but it's like a tidal surge - and flooding, and potentially
landslides if we're doing... So out of those three, those are the three factors that we use, so
| wanted to make sure that was clear because, when you talk natural hazards, are you
talking like - I'm just looking and trying to do some research, like there’s eight examples of
natural hazards and they've got like droughts and earthquakes, heat waves, cyclones,
volcanoes and stuff. Is that what you’re asking?

Joel

No, no, I was primarily meaning flooding and coastal inundation. That's the two natural
hazards that I'm sort of focusing on in my research.

Developer 4

[Returning to the original question] it depends on how council treat the hazard pretty
much. So for example, if - what do they call them, inundation notices, section 73s - so if
that land is going to be subject to a certain ruling, then that’s going to lower that property
value. So when we're considering developing in those high hazard areas, we'd always try
and future proof them as such to how council will interpret them. So for example, council
will interpret: if 90% of the property sits outside of flood zone, they won't put the hazard
notice on it or 100% of the flood zone. If councils say hey, look, if you don't do this, it's
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going to sit in that, technically in that hazard zone, and then when you go to get your
building consent, we're going to have to put a section 73 inundation notice or a hazard
stamp on your title, all of a sudden the bank's going to see that insurance premiums go up,
harder resell, over time the hazard is going to get worse, and over time it's going to
detrimentally affect the value of the property. So if we're worried about that, we would
always ask the question. We ask them to our insurers, ask them to our banks, we asked
them to council saying, hey, look, this is what we're looking at doing. If we do this, going to
get that notice, what's it going to mean for our insurance premiums, what's it going to
mean for long-term value, so we do have it in the back of our minds and we'll take advice
from either insurance companies, councils, banks, saying, look, we recommend that you
should be, you know, lifting this site to RL X over Y because for that reason and that just
helps future proofit. And it just helps long term with saleability, you know, people get
spooked when they see hazard chapters on there because like, | don't know if you're aware
or not, like this hazard zone, like this coastal inundation in Hawkes Bay is going to be a
massive thing in the next sort of 50 to 75 years where the Hawkes Bay airport is actually
going to be underwater. So it's going to be a tipping point, we’re calling it in Hawkes Bay,
where the hazard becomes too great to insure the property. So at that pointin time, if
you've got a mortgage and your premiums go too high up and you can't insure your
property, but you've got a mortgage, there's going to be some real difficult conversations
where banks potentially might come in and, you know, say, we're not giving you a mortgage
anymore, if you can't pay it back, well, we're going to sell your property. So pretty scary
kind of thoughts, as a hazards get greater, at what point will the banks, insurance
companies goes, well, we can't assure that property? It's really going to affect people. |
think 60% of Hawkes Bay or 60% of Napier is going to be in this position by the year 2075,
which is only 50 years away.

It's sinking, it's reverting back to pre- earthquake, so where the airport was centimetres
lower in 1930. So that all shelf/terrace lifted up. It's actually, Hawkes Bay is actually sinking
three to five mills per year. At the same time sea levels coming up, so if you take a hundred
year span, sea level, it's about a 1.6 metre swing in Hawkes Bay, and you're going to start to
see groundwater coming through people's backyards, hydraulic connectivity where at high
tide you'll start to see, you know, groundwater pooling, and over a period of time it'll start to
come through the roads, people's back yards, and it's just, you know, we're not going to be
able to live there. The hazard is going to be [great enough for] people to say, well, you can't
keep living in these areas safely. We're not going to insure you, if you got a cash only on
your house, you could probably stay there but it's set your own risk and at that pointin
time, the hazard is going to be so high that your property is going devalue significantly.
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Joel

And is that something that you're already factoring into your decision making as a
developer?

Developer 4

Yeah, 100%. So council have these coastal inundation maps that we use, and they form
part of our due diligence assessment, they tell you where the flood levels are gonna be in
certain particular years. So we've got access to really good information, councils, you
know, in the last 20 years they’ve got pretty good data now saying - they've got survey
points all along the Hawkes Bay coast saying, over 20 years on average it’s falling this
much peryear, on average sea levels are coming up this much per year. So then they can
start to project out 50 to 100 years more accurately. You know they’re still projections, so
there's still going to be some kind of plus or minus on them, but, you know, the more data
we get to tell the story, the higher the accuracy of that projection is going to get. So yeah,
they've gotten multiple hazard maps now that developers have access to, which is so
critical for us developing in these areas. Without those, we would be like, we wouldn't be
able to do it. It would just be too hard.

Joel

And would you say those maps and those other tools are mostly accurate?

Developer 4

Oh, there's plus or minus variances in them. There's raw data sitting behind it. So like | said
before, if it's touch and go, we'd obviously do more investigation and we use our engineers.
So for example, the hazard map that we've got is like a block map, it's just got an average
surface, butit's only as the LIDAR or the ground profile that the map's also using. So in that
case, we could get our engineer to take that flood map and then we’d potentially get a
more accurate ground survey of the area and then actually work out what it was like
because sometimes, when these old - our web map contours can be out by a meter, going
back, we don't have accurate LIDAR or anything on certain areas of the district. But yeah,
just getting that second analysis or second opinion when we think it's tight from our
engineer.
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Joel

And so, if say a piece of land in a coastal flat area near Napier where the current coastal
inundation model is saying that it's going to be unsafe in 50 years. So you wouldn't develop
that at all?

Developer 4

Well, depending on the type of hazard, so for example, if the current hazard was sayingit's
going to be a flood, there's going to be a coastal hazard for - let me give you an example.

[at this point Developer 4 started screensharing the Hawkes Bay Regional Council hazard
map portal]

So this is Napier and this is our Hawkes Bay hazard portal. So for example, we've got
different models here we’ve set up saying, this is the coastal inundation two percent and
then we can click this button here saying this is one percent. So that shows you where the
sea levelis predicted to be at the year 2100, and you can see just in here, this is where the
Hawkes Bay airportis. So we use these kind of models here as a baseline to say, hey look,
there might be a problem in this area, we need to do some further analysis here to actually
figure out what’s done, and then we can actually drill down to this if we ask the council,
they can say, well, what that flood level is actually going to be in terms of an actual relative
level, and then we'll take their relative level and put into more accurate, like an autoCAD
kind of drawing. But yeah, this has everything from fault lines to liquefaction, flood
hazards, you’ve got more layers in here where we can see if, for example, there'll be
different ones in here where stopbanks breaches or if it's going to be a river breach, stuff
like that. tsunami, landslides, geology and sort of the hazardous activity, which is the HAIL
stuff. So this is another map saying all these points in here saying there is an area over here
where there used to be an old landfill, watch out for soil. So yeah, this is kind our source of
truth in analysing those hazards.
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Appendix 6.5

Interview with Developer 5

Joel

what are the most important values and rationales that influence your behaviour and your
decision making as a developer?

Developer 5

Location is really important when we're looking at any sort of developments, you know,
school zones, those sorts of things, proximity to city, commute, the general
neighbourhood, especially in Christchurch, you know, there has been a lot of rebuilds
happening, so it's making sure that that neighbourhood fits that style. When we do any sort
of developments, we're looking at what the housing is around it to make sure, you know,
we're not putting two million dollar homes in a 50,000 suburb. So we've taken into account
all of those things. Another thing that we're looking at is ground conditions and additional
costs. So things like making sure that itis good ground, because otherwise that can
significantly affect the cost of the actual structure. It's mainly in the foundations. There are
certain other things that we take into account, acoustic requirements if it’s next to a
motorway or something like that, how they can impact the bill cost and ultimately the end
user. Yeah, there’s a lot of other things that we consider, but in terms of the overall
development, it's just looking at all of those factors and making sure whether itis a viable
development or whether it's not a viable development.

Joel

And by viable, do you primarily mean like financially viable?

Developer 5

Financially viable and meeting the market in there as well. So a lot of that is driven by the
community. You need to look at what sort of families or are they working professionals,
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who's going to be going into these communities based on who is currently in those
communities and making sure that they're going to be the right fit.

Joel

And so, when you're thinking about who is going to be the target market for a development,
you're looking at the current neighbourhood?

Developer 5

Generally we’re looking at the current neighbourhood, but it’s based on locations as well.
So, you know, if for example, you've got a new commercial, industrial zone that's opening
up that's going to open up jobs and those sorts of things, then you'll be looking at what sort
of jobs, are there going to be e professional, are they going to be for working families and
then also designing the homes around that?

Joel

Okay, awesome. And in terms of understanding the market and your understanding of local
demand, what sources of information do you rely on for that understanding?

Developer 5

Yeah, so we do a lot of our own research, and that’s through things like CorelLogic or
OneRoof, just to make sure that we are not overpricing [those homes], so that it does not
make it unviable, | suppose, for the end user. We're also looking at, you know, like | said,
talking to real estate agents and doing our own research. We also physically go there and
have a look and see what else is potentially happening around that area. And | mean, in
terms of when we're looking at our own sort of developments, it is a lot of, you know,
speaking to those people that might be in their area and understanding what that
environment was like.

Joel

Okay, awesome. And in terms of all of your developments, would you say that you're
following a long-term strategy?
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Developer 5

We do have a long term strategy, and a lot of that is around growth, momentum is what we
it. So, you know, for us, | mean, we're a building developer, we're not necessarily a land
developer. We are eventually going to be getting into that. But for a building developer, itis
about scaling, and with that comes - there's significant cost savings with scaling that we
can then pass on to our end customer.

Joel

It sounds like growth is a key goal at the moment for you. Are there any other key goals for
you as a developer at this time?

Developer 5

I mean, one of the things that drives us really, especially here in Christchurch is, there is a
significant amount of land that we've got available around us. And after the earthquakes,
like the entire Christchurch community kind of diminished because a lot of people went
elsewhere. So it's about growing this back up. | mean our city centre is fantastic now so it's
about wanting to bring more people into our region. So there is that. The other aspect of
what we do and why we do it is, you know, we've got the - there's been the new changes to
the H1 building code, which is around thermal performance, which you may have heard
about - things overeating in homes and things like that. So we're actually going down a
model of thermally modelling every single home. So that basically we can tell by placing a
wall or awindow in a different direction we can actually effect thermal performance in that
home, and that produces the overheating but also the cooling effect. So it means that our
homes are significantly better performance-wise over some of the other group home
builders.

Joel

When you're looking at a site and evaluating its development potential, | wonder if you
could talk to some of the key factors that you're looking for?
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Developer 5

I mean, a lot of itis the land, and making sure that it is viable to build on. We are, you know,
looking at considerations like contamination because that can have a massive effect when
you are looking at a development. The services are a huge thing as well. Are you connecting
to council services? Are you having to bring in your own services? those source of things?
Because those can significantly add to a cost as well. But the big one is it's, you know, sort
of ground. It's also the levels. | mean, developing on a hill site, you're looking at some
extreme costs compared to a flat level. So you're looking at those sorts of things, you're
looking at the neighbourhood, and you're also looking at proximity to main arterial routes.

Joel

And justin terms of infrastructure, do you normally just work with the existing services and
the existing connections or are you usually willing to invest in establishing new
infrastructure, new services?

Developer 5

It's really site-specific. | mean, a lot of the services in Canterbury are relatively new and it's
up to the earthquake. So that's already been renewed so we can just tap into the existing
network. But in saying that as well, you know, there is also the issue with the gravity-fed
sewer system. So a lot of our sites now have what's called an E1 chamber pump, a
macerating pump, and then that then pumps it into the sewer network. So when we are
looking at sites, we are making those considerations whether, say, for example, an E1
pump needs to be included, because that can add again additional cost to a build and to
the end-user. But yeah, | mean, in terms of infrastructure as well, you know, we do a lot of
off-grid things, so we are actually exploring a lot of alternative solutions compared to
tapping into the existing council infrastructure. Where we do some of our developments or
where we build some of our houses, those services aren't available whatsoever and you
cannot connect into them so you have to look at those alternative solutions.

Joel

And what about in terms of planning zones and planning rules? Do you try to find sites that,
you know, currently have a planning zone that allows the intended type of development or
do you ever engage in land banking or rezoning?
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Developer 5

Dabbled a little bit in rezoning. It's really risky, because when you are doing that, you’ve
obviously got a contract that you have to adhere to. So in terms of, you know, if you are
doing a landbanking opportunity or looking at rezoning, generally there's a lot of due
diligence that you do before that time and that includes meeting with councils, making
sure it's a viable option, [that] they’ll consider it. So there is a lot more due diligence that
you will do with rezoning, and you want to be doing that more sort of up front before any
dealis done. But in saying that, you know, in terms of what the council are doing currently
down in Christchurch, there is a significant amount of rezoned land anyway. So it does
mean that when we are looking at developments, there are still a significant number of
opportunities in that currently rezoned land and that too brings down the cost, because
any time you are looking at doing a rezoning or anything like there, there is a significant
contributions that you've got to put it into that. And then they can make the development
not viable.

Joel

How do you go about evaluating the natural hazard risk of a site? What're your sources of
information for that and process for responding to that?

Developer 5

I mean there's a lot of maps that get done. There's a lot of due diligence done initially, and
whether that's with soil reports or, if it is in a hazard identified zone, you’d be getting in your
engineers and those sorts of people to actually - consultants to come and look at those
opportunities before you actually look to develop. | mean, for example, you know, with the
sea levelrise and all that sort of stuff, you'd be wanting to look at what the implications are
to avoid those natural hazards. So whether it's building up the land or what you need to do
in order to do that. And with that that comes additional cost, essentially. In terms of
natural hazards like earthquakes and things like that, that’s already measured and
engineered by structural engineers who form their opinion based on what those specific
ground conditions are. So, for example, you know, a lot of people are being predictive as
they're looking to sell a site or anything like that, providing the soil report with it. So that it
does become a viable option for a purchaser instead of just kinda having the land blank
and then someone buying it, you know, there's a lot of risk associated with that and
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lawyers and things like that will encourage basically everyone to have that there and
available for any purchaser before they go and look at buying that piece of land.

Joel

And have you encountered sites in the past where you've done the due diligence and the
investigation and then decided that the natural hazard risk is too high and not developed it?

Developer 5

No, not in terms of what I've done personally, but in saying that, you know, | was involved
with the earthquake rebuild and we were rebuilding on sites that we had to rebuild on, so
regardless of the hazards or anything like that, we had to actually come up with solutions
for that specific site. So, yeah, | mean, we've come across a lot of things where we've had
severe liguefaction, where we’ve had to put, you know, metres and metres of piles down,
significant engineering. A lot of those TC3 sites in Christchurch, a lot of them were raised,
you know, 1.2 to 1.4 out of the ground because of the flooding and the liquefaction side of
things. But in terms of what we do specifically, we're very good, | suppose, we're removed
from the Christchurch earthquakes that those sorts of things need to be really addressed
before you look at any development to make sure that it's fine. We do have some really,
really good registers. | mean, there's also the other effects, which are, you know,
contamination and things like that, as | mentioned, that's extremely important, especially if
you're looking at land development, because that can have a significant effect on how you
develop that land and the cost associated with developing that land. So, yeah, personally,
we haven't really gone through any of that because we know the due diligence that we need
to do beforehand to make sure it's a viable option, but we have had sites where we had to
basically suck it up and come up with solutions to deal with it. It's very costly. There's a lot
of consultants involved in order to achieve that. And yeah, | mean it's not necessarily a
viable option for developers.

Joel

And then and in those situations, how do you deal with that cost, how do you recoup that, |
suppose?
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Developer 5

Well, I mean, in terms of recouping it, through the earthquakes that was all insurance so
that was all done through insurance. If you've got a customer that comes up to us and
basically they've got a bare bit of land, their Geo report says that it’s really poor and they
have, you know, to be certain level out of the ground to avoid erosion or the flood level or
anything like that, we are basically not signing them up until we've got more accurate
costings. So we're basically engaging with engineers and those sorts of people beforehand
and giving customers a rough indication. And that really makes them understand, well, is
this a viable solution or not? So | mean, for some of those really poor bits of land, you could
be, you know, [spending] 200 K just to get it out of the ground, but it's a significant cost for
a mum and dad budget of say 400. Suddenly they got 200 to spend on the house and the
house has to get smaller and that sort of stuff, in order to combat an additional cost for the
land.

Joel

What would you say is the willingness of yourself and of your clients to absorb those costs
of mitigation? Is that dependent on market conditions?

Developer 5

Yes and no. | mean, it really depends. If you're got a beautiful site overlooking the sea and
all that kind of stuff, the customer - | mean, we as a builder or developer won't take that
risk ourselves, especially if we don’t own the site, that is solely on the customer um and we
we're trying to do is inform the customer of their additional cost straight up so that they
know what they're in for or not, you know. So it in some situations, yes, that risk is with the
reward, but it all depends - it's got to be site specific and making sure that it all works. And
if it doesn't work and they can't see that then, you know, at the end of the day are they
going to have a house with the value of the land and the house that they build on it, then
that might not be an option for them, they may look to resell the land.

Joel

| know we've already covered quite a few bits of it. But | wonder if you could just sort of
outline like a general progression of a development from the client coming, the due
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diligence to the going full commitment, like what boxes are you typically checking in that
due diligence process?

Developer 5

So for example, someone comes to us with the site on the side of a hill in a certain area.
The first thing that we do before we proceed much further is that we go and see the site.
And the reason we do that is because what people call steep, compared to what we call
steep as a developer or as a builder, can be significantly different. You know, a customer
might say, oh, it's got a slight slope on it. We go down there and it's a vertical cliff, and
suddenly we're talking a completely different game. So we make sure that we do a site
visit, that's the first thing. Once we've done that, we were so say to our customers that if
they haven’t already, they should be getting a site specific geo report and a site survey,
topo, basically to confirm the contours of the land. Now, what we say with that is that's not
money not well spent because that stays with the land. So if this project doesn't go with
you, you've always got that to pass to the new purchaser and then that part of it's done for
them. So basically it's part of the purchase price of the land, you know, you've included
those things. So once we've done those three steps and got those three things, we start,
you know, we begin to talk into our customers about their - | mean, we're originally sort of
talking about their budgets, after the site visit, if they come and they say we've got a
300,000 budget and it's on vertical cliff. We would automatically be saying to them look,
we cannot help you. You've got potentially 200 just to get out of the ground, hundred from
foundation up is not going to cover the cost of a build. It's not going to happen. And the
reason behind itis all the material is going to cost, you know, at least a hundred thousand
for a house, unless you're talking about a container or something like that. But there's
other things that you've got to consider, scaffolding, you know, you've got [?], those sorts of
things, you potentially got additional equipment that you need to bring onsite, pile drivers
or those sorts of things that we’ll need to take into account. You don't have a flat surface to
store materials potentially as well. So you've got additional cartage to drop things up as
they require. So anyway, so once they get going - so say for example, they've got a good
budget, they’ve got the site levels, they’ve got the geotech, they’re nothing too out of
control, then we can start honing in on their design. And as we're honing in on their design,
you know, we’re starting to talk to them about whether they're going to have the pitch
gables or anything like that, we're starting to talk to them about the additional costs
associated with potentially the scaffolding, but also the trades get to work at heights and
those sorts of things, all those health and safety aspects. Once we've got that, we drill it
down a little bit more and provide them a pretty good rough estimate based on what we
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expect. From that time, we're then looking at getting a plan deposit, which is basically for
us to draw up some concepts to begin confirming that pricing. Once we've got those
concepts, we can send it out to our trades to make sure that what we've estimated is in par
with it. Once we've got that occurring and once, say, for example, all the costs are in, the
clients happy, then we basically precede from that to the pricing plans, the pricing plans,
then go to a contract, basically from that point. Now, we the customers potentially still at
risk as if we have the site-specific geotech report [and it] has, you know, they poke holes
around the section, if, for example, at one place they didn't poke a hole, there's suddenly a
well directly underneath it. The customer is unfortunately at risk of that, because we
couldn't, you know, estimate that that is going to happen. But yeah, that’s basically the
process from that, then once the contract’s signed, working, drawing stuff, and then into
goes into consent, and that’s kinda how it all plays out. But yeah, generally the first thing
that you're doing is a site visit to determine, based on the customer's budget, whether it's
actually viable or not.

Joel

Well, | guess my only other question is just around risk tolerance. So, you know, if you had
to place yourself as a developer on a spectrum from extremely conservative, we'll never do
anything unless we’re 100% sure, versus, like, you know, a very risk comfortable
developer, where would you place yourself?

Developer 5

Sort of 50/50. We do take a bit of risk, but then again, if the risk is too high we scale back
completely and just go, well this is not for us. | mean we're a small to medium sized
enterprise, we’re not a massive developer, we don't have a huge amount of funding behind
us that if something goes incredibly wrong, we'll be okay. So | mean that’s where we
manage our risk. And that's where a lot of our due diligence is really important. So we are
trying to reduce our risk as we go down to ensure that, you know, we're trying to cover
ourselves as much as possible. So any development that we do look at, you've almost got a
risk matrix, and once you can cross a few things off, your risk is coming down significantly,
then you think, yeah, this is a viable option or not. Then you've also got a look at the
financial aspect of as the risk versus reward, actually, is it something that you want to be
doing? Because if it's not and it's slowly creeping up that line towards the risk is really high,
that’s when you might think that development is not...leave it to one of the other payers to
actually give that one a go potentially. So yeah, | would say I’m 50/50, I'm not the riskiest
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person, butI'm not the person who just sits on fence waiting for you know, things to
happen, you've got to be proactive with these sorts of things.

Joel

You mentioned that there are other developers who might be more willing to accept risk.
Do you think there's any specific factors that influence risk tolerance, things like the
amount of experience or the size or anything like that?

Developer 5
I think there's also a problem with personalities, potentially ego to be honest...

I mean, I've seen some pretty risky developments that have failed, and a lot of that is due to
ego potentially, and yeah, | mean, we just let those guys do whatever they want to do. But
for us, we’re just, yeah, we're a bit more risk-adverse on those types of things,, you know,
we've got shareholders and things like that that we need to explain our pathway to, what
we have been doing, what we have done and why it's been successful and why it's not, you
know, so there is the accountability side of things. Some of those other people don't
necessarily have those accountability requirements. So it means that, you know, they're
taking that risk. There might be a very high reward to it, and good luck to them and if they do
well, congratulations to them, but we've got the accountability side of things that we've got
to make sure we're meeting.

Joel

Do you presell some of the units in your developments?

Developer 5

We do a little bit of pre-selling where possible. Preselling is a great thing for cash flow
because it's basically a guaranteed contract at the end of it. But in saying that, you know,
some of the developments we do, the customers can't see the big picture, and whether it's
because they first-home buyers or whatever, they haven't been through this process
before. They don't understand what they're going to get, so they need to see the product,
touch and feel it, it all that of kind stuff before they’ll make a commitment. But the likes of
the investors and those sort of things, they’re the ones that you mainly presell to because
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they understand the market, they’ve done their own due diligence in the area and
understand a lot more about the property market and what they getting into. So it is pretty
much, you know, like ideally what as a developer you would like is a presale mix of kind of
50/50 or higher, so that your pre-sale is allowing you to fund the balance of the
development and it just means that again, it reduces your risk so you, you know, you’re
crossing a few things off that risk register, | suppose.
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Appendix 6.6

Interview with Developer 6

Joel

what are the most important values and rationales that influence your behaviour and your
decision making as a developer?

Developer 6

It's a big question. So just to explain my current situation, so I've been working with
[anonymised] for about 10 years and [I’ve] just gone out on my own to start project
management and development and sustainability consulting. | guess | will answer from my
perspective having had experience with [anonymised] as a developer, although I’'m also an
architect so I've architectural influence on it.

One of the biggest drivers is having the ability to get the project complete, so what | mean
by that s, if you talk about site selection, you talk about getting a building designed, getting
a building built, there's a lot of factors that could slow down development and stop a
development, so developers want successful projects and, it's not easier, but the ability to
complete a successful project is probably a high factor on choosing to do one. And those
errors could come in so many different ways, it could be a feasibility at the front end
doesn't stack up. So you've got a site which is perfect, but if you can't afford land, then
that's kind of shuts down the feasibility, which is what's been happening recently with
interest rates being really high and yeah, it's just hard to lend money. So it could be the
feasibility. It could be site constraints. It could be a perfect piece of land but you can't get
the electrical infrastructure there or the drainage infrastructure, and it could be covenants,
or it could be iwi claims to land, which would cause it to be problematic as far asin
delivering the project in the timeframe. Could be design issues, could be consenting
issues. So | feel one of them, one of the key drivers is the ability to know that the project
can be started and completed in a reasonable amount of time with success from the
outset. And then | guess there's always going to be the commercial factor to it, so the
return on investment. And the learnings that | took from [anonymised] is that if you're going
to develop and keep and own a building, the return on investment is not necessary just
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how much money you can get back - if you’re gonna build a building that you're going to
keep for the next 50 years, it's gotta be a good design, it's gotta to be a durable product, so
there's no good going out there and getting a door handle that's going to last for two years,
and so we’ve gotta build to last; | think that's a really key factor of developing is that, if
you're going to keep it - | mean, there's different models for different developers and you
know, my experience at Goodman was that they would they build it and then they [would]
lease it to customers. So it was really important for the durability of the project for the
building at the end of it to be strong. And then obviously there is that sustainability
component. In my final three, four years at [anonymised], we were already building five
star, green star developments. That's something that | would like to do as a developer and
project manager is ensuring that it is sustainable, not just green washing where you know,
you use sustainable initiatives, but, you know, trying to get the buildings rated and making
sure they're good for the planet as best as you possibly can. And | think that's quite key as
well as making sure that when you sign up to doing something sustainable, it fits the bill,
it's not just greenwashing and it does what you ask it to do, but also it pulls on
communities, wants to work with the local communities, using sustainable products,
getting those buildings rated, | think holistically having that one would be a key driver. So
yeah, those are kind of it: return on investment, durability, ability to get the project done.

Joel

You mention sustainability and [the] community and social impacts being part of your
personal practice. Are those values that you're adopting because they are what the
market's demanding and what regulators are increasingly looking for, or is that something
that comes from your personal values?

Developer 6

| do specialise in sustainable development so it's kind of a core interest of mine. | went
through | architectural school over 20 years ago and there was a component about
standability, which was not particularly interesting - I'm sorry, it wasn't in high demand. |
chose to do that one, it was something that | was quite interested in, but that was very early
understandings of what sustainability was, so I've got a real personal interest in that.
However, it probably is worth noting that the drivers do come from the land. So if there are
global companies who are implementing updates, that they have to get a green lease, for
example, for a green building, then that kind of sets the agenda for the developer to meet
the client requirements so then that has a bit of [?] within the industry that building quick

202



and cheap is not what people want at the high level and it'll filter down, so you've got, you
know, blue chip, global companies who want the lease buildings which are sustainable,
then you need to address that, because that's what the demand is in the market. If you
bury your head in the sand and don't make those demands that you very quickly get left
behind, despite how cheap you're building that building.

Sustainability is not just about making the building materials more sustainable. You've got
to make the environment in which you'll work in more enjoyable as well from a visual
perspective, from air quality, light quality, you know, living and working, you want to be
able to enjoy the buildings that you're in. But that, to me, goes hand in hand with true
sustainability, it's not just about making buildings that are lower in carbon, there’s a more
holistic approach to it, and | think as far as communities are involved, it kind of goes hand
in hand with that, that we can make a sustainable environment in working or living and it's
an enjoyable, clean, healthy space to bring, and to live it. | think that's quite important. |
feel that in communities - you know, | live in Pukekohe near Auckland, outside of the main
city of Auckland, and there's a lot of development going on in Pukekohe, and I'd like to think
that | would be doing some work locally in Pukekohe, so for me a community [in that sense]
is important. So, you know, | could build a development for a large company who needs a
warehouse, which creates jobs for the local community, the people living around and it
kind of all works together, right? So there's a big development that takes place, which
creates a workplace, houses are then needed to house those people who are going to work
there. They will need a supermarket, a church, a community centre, sports area, and so
then you start a very - there's a lot of development, it creates all of these different entities
for the community. | think that's really important. | think that's really important.

Joel

As a developer, would you say that you are following a long-term strategy in your activities?

Developer 6

[We] had a pretty clear strategy, which was: create five star green star building. And | think
thatis a real good way for developers to carry out their activities because it was a
challenge for me as a project manager at Goodman. It was a challenge for the design
teams that worked for me. It was a challenge for the contractors, but a changed the way
the industry works, and | think yeah, having that long term approach helps, definitely has a
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positive impact. So that's how | would kind of, yeah. | think it's really key to have values or a
strategy, and | think the green star one’s a really good one because it kind of sets an
agenda, the company commits to it, you work to that agenda. It's challenging, but it causes
change within the industry. | think that's really key.

Joel

What are the most important factors that you consider, or you have considered, when
evaluating the development potential of a site?

Developer 6

So | guess that goes on and hand with the ability to deliver a successful project, and so you
would kinda look at - for me personally, | would, in the workstream that | would looking at,
it would be the land: what shape, what work needs to be done to it to make it viable to be
developed upon, so with the warehouses you had to build a platform, and a platform would
have - yeah, pretty much what | referred to earlier, which is infrastructure available to do it,
and then you would have to, you know, engage with the correct third party providers to be
able to ensure that that site can be accessed by fibre, power, water, drainage. And then
again, looking at any potential easements - I’ve previously worked on a project where there
was a Transpower station adjacent to the development area, and their power cables went
under the ground and above, so they had an easement over a certain part of the land, and
we still managed to create a development with two buildings, and we just had to make sure
that the easement requirements were adhered to and Transpower were happy with our
construction protocols, so that's really good example of some of the measures that you
have to fact in while doing a development. On the same project we worked with the local
iwi and conducted historical survey of the sites and got reports done to that effect. There
were two iwi who were involved in that particular area. They were really helpful, they
worked with our civil contractor, so they made it really a smooth process, because always
going to be a - whether it's in New Zealand or my experience in the UK as an architect, but,
you know, history, ecology, there’s are real key factors that need to be considered. In
London | was part of a development that had a historical site and it didn't put the brakes on
the development, but it was something that had to be managed and worked on. And |
guess also the ecology, | just touched on it, that’s a huge thing. And then biodiversity is
huge. That's something that needs to be really worked on and making sure that you're not
being detrimental to the ecosystems that are there, in fact, being detrimental, I'd like to
think that any developer would go out of their way to improve the ecosystem that’s there
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and that could be done in many different ways, it's not just, ‘oh, that's =not good for our
development. We need to do some work on it’, you know, you can enhance it by still doing
the development, but creating, by clever design, opportunities for the ecosystem to
enhance and grow. | think that's a key factor as well. So infrastructure, easements,
ecology, and access is an important one. So you want to be able to allow the customers, or
if it’s a logistics warehouse, you would have trucks coming off the boats with the
containers, they would go to the logistics warehouse, unload. They would transfer them to
smaller scale trucks and then it would go off to the rest of New Zealand, so having the
ability to have a piece of land, the proximity of which is close to a port and a motorway
where they're not going to get stuck in traffic. That's quite a key decisionmaker as well, [will
the site] allow the customer to do their work as easy as possible? | think they’re probably
the big drivers.

Joel

Just on the infrastructure aspects, has it been your experience that most clients are
unwilling to invest in adding new infrastructure to a site, i.e. they want to locate a site
where there's already existing structure, or have you found that a lot of clients are willing to
take that cost?

Developer 6

The answer is clients, whether they’re customers of tenants or whatever you choose to call
them - they’re getting a warehouse, right? They're building a warehouse. They don't think
that they have to build a road and a power line. So typically those costs would never really
be passed on to the customer, unless there's a specific requirement. A good example
would be: we recently did a development where, because they required gas for their
operations, and typically we wouldn't have done gas. We would have done electric, fibre,
you know, water, as a base build delivery. So then if they wanted gas, we would facilitate
that but they would cover the costs of getting the gas to the site and they would cover the
costs of any below-ground piping and any connections to that. So rather than thinking of it,
like will they do it, will they not do it? It's more about understanding that the agreement of
the scope that you're getting is this, if you want something above and beyond that scope,
then you need to pay for that - that's a better way of looking at it. It's like oh, we're not going
to pay for it. You'll pay for it. It's more like we'll have to pay for this. We'll get this
infrastructure. But if you specifically want that then that's out of the scope, that's your

205



back. That's typically how it would be done. That's my experience with the clients and
customers.

Joel

My next question is just around natural hazard risk specifically: have you had any
experience in developing in an area subject to natural hazard risks?

Developer 6

| can’t say I’'ve had extensive experience with natural hazards or disasters or anything like
that, but | have seen a change in - so | guess the example to give is, we recently completed
a development where it was a demolition of an existing facility, and that had an overland
floor path, and the revised design needed to have an overland flow path which was around
the development that was significant. | think it was three metres by 3.5 metres, concrete, a
U-channel - the best way | try describe it is if you’ve seen the Terminator movie, when he’s
driving on the motorbike and he's shooting the guys with the shotgun and he’s driving down
the U-channel (the LA River), and | was like - we had to build that U-channel! And | was like,
man, that had to be factored in to the developer cost, and we couldn’t pass that cost on to
any customers, it’s just part of the development and it's a requirement, and of course, as a
project manager working for [anonymised], | was like, never mind, it’s not my money, but
like, you know, | look at those requirements to do it and I'm like, well, that seems like such
a huge outgoing for something that would be very rarely used and I'm like - it doesn't seem
right that they demand that. Then, however, in Auckland, two years ago, three years ago, it
was the floods, and so then you go right, actually they had a point - when you're asked to
do it, you're like what why we are doing all this? But then you end up realizing where they're
coming from when you go actually, that make sense. So that’s been my experience really.
It would be: initially you question it, you go, that seems steep, but then nature has a funny
way of explaining things to you. So yeah, that's kind of my experience.

Joel

Most of the time, when you are working on a site with natural hazard risk, do you find that
council are able to prescribe a solution for you or you need to design something to meet
this?
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Developer 6

| think the designers that we’ve worked with are very aware that council responds well to
being worked with. Council aren’t going to come and tell us what their requirements are
and this is how it's going to be designed. Typically they would be like, these are the
requirements. The requirements get relayed to the design team. The design team will have
to put forward a design, that gets submitted to council and they review it, and they accept
it. Well the consultants I’ve worked with, they're very experienced, so they kind of know
what's required. But | think it's just important to note that if you work with the council, you
get a lot further, as opposed to being like ‘oh, | don't agree with what you're doing, | don't
like this approach, that's not right’, and honestly, | think the council have been maybe
stungin certain areas in the past, where they’ve signed things off and they haven't been
quite right to how it's supposed to be done. So they're a bit more stringent with what the
requirements are. Everyone bags the council for being slow and kind of pedantic but they
kind of have to be and it's process-driven. So | think if you can take the weight off the
councils as much as you possibly can, you get things done quicker and almost the way that
you want them to be, so if you can meet up with council and say this is our design, this is
how we think it'll work because of this, this, and this, and we'll pay for this report to be
done, like a peer review, so you don't have to peer review it, we’ll peer review it for you.
And | think you go a long way along the way that you wanted to go.

Joel

So for a typical new warehouse project, | wonder if you could just outline the main pieces
of information and reports and other things you're covering during your due diligence and
your design process?

Developer 6

We would probably get given a bit of a plan, just showing a location, so an architect's
basically drawn a square on a page. Typically due diligence for that site would have already
been done. So for example, a lot of the work that | built was at Highbrook (business parkiin
Auckland), which was a huge estate which Goodman had bought 15 years ago, so all the
due diligence for that was already complete, and so when it came onto my table, it was
more of a delivery of the project. So we got a [high-level] location plan and then we would
have to flick that to a planer and say ‘hey, what are the issues here?’ They would identify
any easements. They would identify any challenges we may face. We would also send it to
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a civil engineer, and they would show us a [cut and fill?] diagram and they would identify
any areas which are high and low, so therefore we know if there will be any retaining walls
required, and they would also talk about traffic reports, and we would have to engage that.
Geotechnical reports to understand the state of the earth that we're working on. And you'd
have to get resource consent [so] it would be required to talk to the iwi and make sure
they've got a report on the site, like a historical report, and you'd probably have an
archaeological report done as well, and ecological report. I'd probably get an
environmental management plan for the place and then you kinda understand the side
constraints, once you've got those reports, and then once you've understood those reports
and your constraints, then you can start designing. A fire report is quite important as well,
and the reason the fire reports are interesting and important from a development
perspective is there could be - like in Highbrook, for example, you might have an adjacent
site and this site here has a building close to the boundary, so you have a no-build zone on
site, so that would impact the design as well. Your fire report also identifies any potential
risks from a development perspective.

Joel

In terms of planning and your experience, have all the sites that you've been working on
already zoned appropriately for the proposed use, or have you been involved in any zone
change processes?

Developer 6

| personally haven't dealt with rezoning of land because it's already been done before | get
[involved].

...as asmall scale developer, it's challenging to be able to afford the costs of green

star, afford the costs of all the stuff that you need to do, to put it into effect. So you need
the right investors. You need the right approach. | feel like to do a development
successfully, it's not easy. And it could fall down at any point and, you know, the feasibility
could just kill it off in the first seconds. So there is a conception that developers just take
land, develop it, make a fortune. But there's also that supply and demand. There's gotta be
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the people wanting to have the space for the developer to develop. Once the deal is done,
then you've got to get a customer who needs a building. Then it's a straightforward, but
also there's still risk in it costing too much for you to do it. And that could come in the form
of building materials or contractors. In the market recently, with interest rates being high,
borrowing money is very difficult, so, therefore developments don't get off the ground.
Again, it allimpacts the construction industry because if the developments don't get off
the ground, less work to the contractors to build, that then goes, okay, well, the
contractors then have a race to the bottom as far as price is concerned. So the contractors
become cheaper than they were two years ago. And so if you go out to tender to get a
contractor to do your work now than compared to a few years ago, it’s probably a bit
cheaper now. But it swings in roundabouts because the interest rates have come back and
[?] are starting to rumble and the wheels are turning. Again that will impact the industry
because the contractor rates will go up and all of sudden we’ll be at low interest rates and
high contractor rates. And that's back where we were two years ago. So | think it's really, |
think...it really is a bit of a balancing act to be a developer, [at least] a successful one. And |
also think that is quite important to identify who are successful developers, because
anybody can go to a bank, lend some money, get some land, and then get some paper-thin
houses built. And it's like, what you deem success? In my opinion, success is quality
buildings that will stand the test of time and are good value and good for the community.
That's how | would summarise what a good, successful developmentis. And also you've
got to have the business acumen. There's no point in building a development that's good
for the community, that's good for the world, but that’s not good for your pocketbook.

[Developer 6’s thoughts on development in the coastal environment]: if you can work with
investors and developers to develop [?] near the coast, where it's beautiful and it's good,
but then part of that development is that they have to give back and help a regeneration of
the coast. | recognise something like that makes sense. However, you then get the flip side
of it where natural disasters are occurring and flooding is occurring so why would you put
people atrisk by building on a coastal area. So that’s a development quandary allin itself.

| think that [the number of recently-established developers that falter and exit the market]
comes about with the nuances of borrowing money. So the value of money today will be
different to the value of the money tomorrow, and having a long-term plan to manage that
and manage any fluctuations in development is quite key, and | think yeah...there’s a few
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factors, but it's definitely interesting space because, | think you probably see that those
quick turn-overs are, surprisingly, the larger developments of housing, because they are
what takes a lot of money and can be challenging as far as getting it sold. So 50 houses, 20
houses, whatever, right? Infrastructure, road, easement issues, legal costs, and design
fees, build costs, leasing fees, selling fees, the actual cost of getting this up just to start
getting your returns - 20 houses - is quite significant, and can burn a hole. And again, as |
was trying to say, at any stage, those projects can go bang, you know, you might find a
community of bats that live on the site and you can't build because the bats are there,
right? So then that five percent profit you were going to take from the development is down
to two, and then all of a sudden build costs go up, and then actually it’s not two, it’s one,
and then the net energy is zero, so all you've done is build an estate. People like Goodman,
they can make that work. | mean, they're really stringent about how we do it. It's really kind
of process-led and there are always going to be risks. Then you’ve got the small scale
developers, so like literally around the corner here somebody just built four houses,
landscaped, really lifestyle blocks, and they're beautiful, and they’ve been done by a
small-scale developer whose probably punched out four houses within a year and a half,
and they've probably made a really good return on investment. Global developers are
probably doing well, and they’re probably there for the long term. Small term developers
good, probably there for the long term. In my opinion, it’s the people in the middle, who are
taking that step to go from small scale to ‘I’m going to chance out, going to go up [to]
twenty’, that’s where a good understanding of feasibility, the value of money and where it
can go wrong is really key.
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Appendix 6.7

Interview with Developer 7

Joel

What are the most important values and rationales that influence your behaviour and your
decision making as a developer?

Developer 7

I mainly do a lot of townhouses, just two-story to three-story multi-rez, and the number one
key is always the return on investment. That's no doubt how most of them operate. | mean,
you're not going to do something, spend millions of dollars, and you're not making the right
returns, so that's always number one. | think in general also, probably the aesthetic is
important to maybe over 50%, 60%, I'd say. There's some developers out there that don't
regard highly - they don't care, basically, about what you do. They just want to know what's
cheapest and how much they can sell it for, you know, in terms of, you know, construction
costs, how to bring those down. Which, | mean, that varies from developer to developer,
and it’s also different for every sort of zone, in terms of where the propertyis -ifit'sina
nice, higher-end area, sometimes they know they can get more money for it, they want a
higher-end product, just to fit in with the market. So yeah, the market value of their finished
product is also something that comes into consideration. | guess anything after that would
be how it’s designed, the practicality of it, like if you have, say, car parking, or is your
outdoor living area facing the right way. | mean, car parking's a big one because obviously it
affects costs, but then it also depends on the development, if it's close to a university and
it's for students, and there's public car parking, for example, then that's probably a little bit
down the scale of importance, but most, I’d say 95% of developers out would regard car
parking, for example, as quite important because it does set a market position for that type
of development. So yeah, | guess those three sort of come to mind as how we really
approach a project.
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Joel

And in terms of amounts or rates of return that developers are concerned about, in your
experience do developers normally come to you with a predetermined return they're
expecting, and they're not too willing to compromise on that, or are they more flexible?

Developer 7

Usually. Sometimes it's not, but usually before they buy a property my clients call me and
ask ‘how many units can | get on here?’ and then we work through a spreadsheet with all
your costs and your documentation, developer contributions and council costs and
consultants, and then [it] comes down to your square meterage costs and that all gets
added up, along with how much mortgages may cost throughout the product life of the
project.

Joel

What are the most important things that in your experience developers are looking forin a
site? | know you've mentioned parking and transport aspects, and neighbourhood factors
as well. Are there any other important ones in your experience?

Developer 7

Well, | guess the area, whether it's suitable for that type of development or not. | mean,
some want to just build two or three standalone houses in a site which you can develop,
say seven units, but, you know, those are the ones that like to take it slow, have a little bit
of money and don't want to take so much risk and they’d rather go slow, build a good
product and you know, say, for example, if it’s in a nicer area, you could probably cram say
seven, but then they want a higher-end product for their branding, | guess. So they want to
be known in the market for a higher-spec build and so they wouldn't try and cram it. But
then that largely depends on the area, if that whole street is full of multi-rez, medium,
lower-spec, then obviously they wouldn't build such types of higher-end housing because
they can't get as much out of it when they sell it.
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Joel

And in terms of the relationship between the neighbourhood premium, but then also the
need to maintain those higher amenity values, is that something that developers are
putting exact numbers on? Like are they saying, ‘the land in this neighbourhood is going to
be costing X much more, but the sales price is going to be X much more on the units oris it
more of like a rough thing?

Developer 7

I’ve found there's always a range of percentages which they want to get back in terms of
investment. | think the number is between 8 - 15%. Some are a little bit higher. Anything
below 10% is regarded low and not as high risk and no one really wants to do anything for
under that, but there are some developers that have already bought the land and then
they’re like “damn”, they want to do something with it and they’ve committed and then
found out, oh, it's going to cost so much more and they're going to get less in return
because of maybe the soil conditions, for example, but they’ve already committed and
they're like, okay, | just want to be done with it, maybe not get as much back, but at least
not lose money, and to onsell it, the project might just be a waste of their time. So yeah, it
is factored in and it varies from person to person. Like, if you say, for example, because |
work with some other group builders as well and basically, they do a lot of subdivisions as
well, and to sell the land, they build a house on there, but they don't necessarily make
really any money on the house, it's just to keep their guys alive, | mean working, having jobs
for them to do, but then they sort of make money off developing the land. So from what |
know it does vary, but it is between an eight to 15%. | have done another project recently
though, where | squeezed in nine units, most other designers - well, the client had told me
he went to a couple of other designers and they only wanted to do eight, but then | worked
it through with him and we managed to get nine in there, so the return on the investment in
terms of a percentage jumped from about 12% to over 25%, just because of that one extra
unit. So of course he said yeah, I'm definitely doing nine, so it was a big driving factor. But
then some of these things are a little bit hard if not enough research has been done - like in
Christchurch, especially with our earthquakes and our soil conditions, like a technical
category 2 soil is like the most common one, but then between that and the technical cat
three, we call it TC three, the cost of foundations just go up by about 40% percent or more
sometimes. And then that really brings down the final number percentage wise, but then
that's because they haven't done enough research and they committed, or [it was] just
something that was unknown to them. So sometimes you get TC two land whichis in
between a three as well and costs just go - we’ve gotta do piloting and all sorts of different,
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more expensive methods. So yeah, the unknowns are what really drives some of these
things down.

Joel

And in your experience, how many clients are you getting coming to you with a piece of
land where, for example, they've brought it without a geotech report and so they've found
that the soil, you know, is requiring those more expensive piles?

Developer 7

I've had one guy which [had] only just started to do developing work, so he was a little bit
inexperienced, but he had a little bit of money and some investors and he went around
buying all these sites without even going to look at them or researching them properly, and
then only finding out there are certain things that would drive costs up or certain
restrictions that [mean that] they couldn't get as many units on there as they thought, but
that was still in early days, the developers that | work with now are mostly seasoned
developers in that they’ve got a good grasp of what they should look at. | always do a
preliminary check and tell them, because there's certain information that you can access
without paying an engineer and you can sort of outline the criteria for a particular piece of
land and from there they made their judgment whether that area has the market value
price to fund the product they want to do or does that not work? So they also work with real
estate agents as well, to try and get that final number.

Joel

And most of the time they’ll make their decision on that desktop information?

Developer 7

Yeah, they will make a decision on whatever we can provide that is known to us, and it's
usually, the more you do, the more you understand what the main important ones are. |
think there was a question about flood management in your questionnaire. So that used to
be a big one, but these days there are so many of those sites around that buyers aren't -
either they don't really care or they have no choice because maybe they can't afford a
house which is new but in a better area, for the same amount of money they can get a new
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product, new house, butit's in a flood zone. But we [also] have ways to mitigate that, to not
have hazard notices, but yeah that does affect market price as well.

Joel

Correct me if I’'m wrong, but it sounds like you're saying that for your clients, for
developers, they're looking at a site being in a natural hazard risk zone or something like
that and that they're not too worried about it.

Developer 7

Depends what the hazard is, like the main one really in Christchurch is the liquefaction, TC
1, 2, 3, and you still get a lot of developers, especially bigger developers, where it doesn't
really worry them too much because they’ve got volume. They’ve got so much volume and
they’ve bought this land cheap. They can afford spending a little bit of extra money to beef
up foundations or do better construction, and even though it might not be worth as much in
the market, say if itwasina TC 2or TC 1,, but because of the volume, they still make their
ends meet like that, and a good profit a lot of the time.

I recently did one, it was a private house though, it was in a slope instability area, like on a
steep hillside, because they like the view so much, they will spend extra money to make it
so it works construction wise...there's extra consultant fees for that, like extra Geotech
design for piling and retaining walls and that kind of thing. But yeah, it's because they want
to build on that site, so they can overlook it by spending more money. The other one would
be like the flood management, | did one flood management in Wellington, [a site subject to
flood management] Wellington - that was one of the first ones that developer had done in
Wellington, and after that he was like never again am | going to do one in the flood
management area, not because of market pricing but | think it was council issues. So that
one stuck with me...because | remember we spent a lot of time back and forth with
council, and council had requested we engaged specialist flood modelling consultants for
that as well. So the process took really long and a lot of back and forth, and then council
needed, you know, overland flow paths and, you know, you can't have blockage
underneath and, you know, we had to raise the whole building like 1200 off the ground,
have open areas underneath the foundation, the piles, and because it was a timber
subfloor and we weren't allowed to put things like water tanks or whatever over so much -
there's a lot of rules, a lot of criteria to what we want to build - and so we went through all
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that and then at the end, when they were doing the building, the builder said, ‘oh, they've
requested that we make some changes to certain parts of that’. And the council basically
just said, ‘yep, you can doit’, and it was totally against what they were wanting us to do at
the start, so we went through all of that trouble to just be like, [told] during construction,
‘oh it’s fine, you just do it.” So they're like, well, what a waste of time. But | think there were
other issues for code of compliance and stuff which | wasn't really involved in, but | know
that it was quite a process to getting all that stuff sorted and these guys have done a lot,
and they're sort of nationwide - they do probably four or five different places around New
Zealand, but in the end they were like ‘nah, not doing one in Wellington flood management
area [again]’. | think a lot of that was council uncertainty and inconsistencies, it just
became really hard to deal with. So it wasn't because they thought they couldn't get any
money for the sale - | mean, it was probably a lower return on investment because of just
how much more expensive it would cost to build, but | mean, they weren’t phased about
that at the start. | think it was just that whole process of getting through and all the changes
in between and, | mean, within council, because there's probably two or three different
departments that deal with these things, and sometimes they’re not always on the same
page and things don’t get communicated very well. So it gets through one [department],
only to get a no from the stormwater team or another one of their engineering teams, the
geologists, saying that, ‘oh no, the slope of this site is not suitable for this. You got to
change something. | think it was that which put them off rather than the actual flood
hazards itself, because when they bought the land they knew it was in the flood hazard
zone because it was cheap, so they were like, well, we might be able to do something with
it, but then in the end, it just became a little bit too much involved where they could have
just spent a little bit more money buying a more expensive site, but less drama. So that's
my take on that that one.
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Appendix 6.8

Interview with Developer 8

Joel

What are the most important values and rationales that influence your behaviour and your
decision making as a developer?

Developer 8

Obviously we're pretty much always looking for good community outcomes and to create a
good community. From a financial point of view, obviously, the development needs to
stack up financially - there’s all sorts of different things that go with that, but it needs to
work, needs to meet the existing needs and requirements.

Joel

And do you ever find that there is a conflict between your financial interests and your
commitment to those community outcomes?

Developer 8

Obviously there is a little bit of conflict, and that conflict normally comes from the price
that people are willing to pay. It’s not always enough for us to provide all of the community
benefits and amenities and so on. So there's constantly a requirement for us to look at
those outcomes to determine: what are the most important things? What are the things
that we can put in with regard to value and what are the things that just can't be afforded?
We just need to make sure that we do as much as we can and make sure that our
[development activity] is thoughtful and contributes to a future that people want. So for
example, a lot of the climate stuff - we've developed houses where often the cost of
implementing a green star model, for instance, that just doesn’t work. But we can still look
at implementing sustainable practices and materials and making the project as good as
possible within that window of feasibility.
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Joel

What are the most important factors that you consider when evaluating the development
potential of a site?

Developer 8

You can't really look at feasibility without looking at some key areas. So firstly, what is the
full cost of the build, which means: what sort of typology of home would you be putting
here, what can be done, what's the final cost. And obviously also when we look at the site
we also make sure that we look at the geotechnical conditions - whether it’s stable. And
then, like, water supply, wastewater, stormwater. And then what is the market doing. We
have our own simulations and models as a developer, so that leads us to play around with
difference practices and deals and sort of see difference scenarios, but all of the projects
go into the same feasibility test, and sometimes larger projects gets broken into stages,
which can affect how we look at their feasibility.

Joel

And what are your key sources of information on the market?

Developer 8

We sort of watch the market in general. We get sales information from CoreLogic and other
similar services, and we also build relationships with builders and other developers
operating in different areas to hear about trends in price and the relative demand of
different housing typologies, as well as new opportunities for potential projects. So yeah,
it’s pretty wide-ranging...it also includes just watching other people, other
developers...also we pay attention to political changes, like we’ve obviously been
experiencing recently.

Joel

Canyou describe your typical process for evaluating the feasibility of a development
concept?
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Developer 8

So we typically start with a discussion, a top-level review of the information available. And
that is usually enough for us to gauge that initial level of feasibility, whether the opportunity
is of any real interest to us. We might visit the site, possibly get our engineers to dig a
couple of holes and just poke around a bit, but typically here in Auckland we have what we
need available at that desktop level, and we can confident passing that to our engineers
and other consultants, in the confidence that there’s no unexpected risks and they’ll be
able to mitigate and achieve the high-level project vision.

Joel

Do you have any experience working with sites with significant natural hazard risk?

Developer 8

No, not really. | mean, the recent floods maybe changed what we understand to be ‘risky’
but for the most part, we are reasonably conservative, so we also check that early on,
whether there is any sort of flooding risk at that location, and if it makes our engineer raise
an eyebrow then we are pretty unlikely to proceed any further. That’s just our personality
and business model, financial model and fulfilment of obligations, | suppose.
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Appendix 6.9

Interview with Developer 9

Joel

What are the most important values and rationales that influence your behaviour and your
decision making as a developer?

Developer 9

Making money, return on investment. | think that’s the reason anyone does development,
right?

Joel

So the return on investment was the only factor you considered when purchasing and
developing your property?

Developer 9

Yeah, so basically | was looking for a property to investin, and | spoke to a real estate agent
friend, and he recommended this property. | had done some research about property
investment so | knew how to calculate the profit, key costs. | looked at sales prices for
apartments in Napier city centre and then | looked at average costs for resource consent,
building consent, retrofit design to change commercial to new apartments, mortgage,
rates, you know? | had a target return that | wanted and it looked good, so | brought the
property and got a local consultant to do the design and consenting, and now the
construction work is almost complete.

But | did also think about, you know, this site is close to a nice park. It’s in the city centre so
good for working people, couples, people who just want to put down their stuff and go out.
My thinking at that time was like, ‘there is an existing building so it will be easy to make that
into apartments, it will be low cost’. That was maybe not true.
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Joel

How long are you intending to own the new apartment units?

Developer 9

So |l will basically just sell and move on to the next one.

Joel

Are you going to be following a specific long-term strategy in your next development? Like,
are you going to look for a similar property?

Developer 9

No, no specific strategy. Like, I’m not looking for another opportunity just like this. But next
time | will be more careful and go for a higher return on the investment. Maybe next time |
will go for a new building [instead of a change of use/conversion]. Because this was an
older building, so council had a lot of seismic, structural concerns, the process with
council was very difficult, much slower and more expensive that | expected. They had a lot
of unexpected concerns also, like they were worried about the structure of the building, |
had to get an engineer to design structural reinforcement which was extra consultant fees
and also building costs. And then the consultant said ‘oh, the structural needs a geotech
report also’. And a seismic report, DSA, that was the most expensive part | think. This all
changed my profit margin, made it worse, but | was also able to make some changes to the
design of the apartments which reduced costs. Also the revenue from the commercial on
the ground floor is higher than | expected so the project is still overall feasible, still
profitable. But yeah, next time | will probably try to avoid old buildings, try to find a newish
building or an empty site that can be developed.

Joel

Will you consider developing on a site that has a significant natural hazard risk?
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Developer 9

It really depends, you know? Like, if | can do it and council will say yes and people will
come and live there then yeah, that’s okay. But some places, there is a big flood and
people just don’t want to live there anymore, like in Auckland now they are saying ‘don’t
buy in this area because it was part of the big floods’.
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