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Executive summary

The government has set an Economic Growth Agenda (EGA) target of lifting New Zealand‟s
GDP per capita to match Australia‟s level by 2025 and to raise exports to 40 percent of GDP.
BoPRC and the BOP territorial authorities wish to know whether the Bay of Plenty‟s local
government infrastructure is ready to meet the challenge of the government‟s EGA. That is,
is its infrastructure ready to support the growth and productivity increases required to
contribute to lift New Zealand‟s GDP per capita to match Australia‟s level by 2025?
Infrastructure is the physical substructure or underlying systems necessary for an economy
to function, such as transport networks, water systems and stormwater facilities. But
infrastructure provides more than just basic services. It can be thought of as an enabler:
with it there are options. Planned well, infrastructure can lift productivity, ensure a robust
and secure system of basic services and support a high quality living environment.
1.1

Key messages

Our overall assessment is that, collectively, the quality, quantity and planning around the
region‟s infrastructure is good and that there is generally sufficient infrastructure to meet the
region‟s planned population and economic growth targets. However, the Regional and
Districts‟ growth strategies will not be sufficient to meet the government‟s EGA target. That
is, a ‘business-as-usual’ will not be sufficient for the Bay of Plenty Region to reach the
EGA target.
This research indicates that to lift the people in the Bay of Plenty towards the EGA target, the
region needs to bring in and keep high productivity workers. This means creating
employment for people to work smarter not harder or longer. These opportunities need to be
supported with access to appropriate technology and infrastructure in order to maintain the
region‟s attractive lifestyle and amenity values.
Lifting towards the EGA target will require additional local government infrastructure. The
challenge is to add the right assets in the right locations. Funding these additions will
require cooperation across the territorial authorities, as the best mix of assets and locations
are likely to benefit more than one territorial authority.
Our analysis indicates two directions that the region can contribute to the EGA:
capitalising on its rich resource base, and secondly, leveraging its spatial economy. These
directions will shape the infrastructure required to enable the Region to capitalise on its
economic opportunities. We summarise some high level points below, and expand on the
links between the infrastructure and opportunities in the main report.
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The region‟s first direction would capitalise on its rich resource-based economy, an
export orientation, and a growing population. Infrastructure investment should focus on
enabling sectors where there is global demand and the Bay has a comparative advantage or
capability to deliver jobs with increased value added in existing and new industries. This will
result in increased employment, exports and higher incomes.


Tauranga City: this is the region‟s main business service and transport hub, both of
which facilitate the region‟s imports and exports. The business service functions may be
enhanced through business hubs, supported by ultrafast broadband, and may help to
create high productivity employment opportunities. Increasing the transport function may
require investment into the road network from the Eastern Bay to improve connectivity
with satellite urban centres, route security and surface quality. This role may also
involve investment into the sea port to cope with increased volumes from Opotiki,
depending on the scale of the marine industry and services provided at Opotiki.
Increased volumes of high value exports may increase the air freight demand via
Tauranga (to Auckland) or Rotorua (to international destinations/linkages).



Western Bay of Plenty: this District has a substantial proportion of the region‟s kiwifruit
orchards and post-harvest facilities. As Tauranga‟s closest neighbour, one quarter of the
Western Bay‟s employed residents work in Tauranga (according to the 2006 Census).
These two factors mean that transport linkages – for moving goods and people – are
important to the District‟s economic success, and the growth aspirations of Tauranga
City will have a major influence on the economic opportunities of the District‟s residents.



Rotorua: a secondary hub with advantages in forestry, specialised manufacturing,
energy supply, and an international airport. The city is also a major tourist destination.
This could be enhanced with high-end spa/resort developments that capitalise on
secluded valleys with its lake views, rich forest and geothermal attractions. An improved
regional road network connecting Rotorua to Kawerau and Tauranga may serve both its
primary industries and encourage tourism activity within the Region as a whole. This
district is currently an important feeder source of electricity for the Region. While energy
developments in Kawerau may alter this, it is likely that expanding industries in the west
and the east may increase energy demand from the Rotorua District.



Whakatane: an eastern hub servicing the nearby industry centres in Opotiki and
Kawerau, including vocational and tertiary education services. As the largest population
centre in the eastern area, the town may have to invest more in community infrastructure
to match the rising expectations of an increasingly large and wealthy population.



Opotiki: this District faces three challenges. The main challenge relates to developing
the infrastructure required to support its aquaculture industry aspirations. This requires
expanded water treatment and waste water facilities capable of dealing with up to twice
the currently consented volume of water; a harbour with reliable access, wharf facilities
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and marine service centre capable of servicing increasingly large vessels and a major,
diversified aquaculture industry. A second challenge relates to housing the workers and
their families drawn in by the aquaculture industry. This challenge may be met by better
cooperation with Whakatane, permitting people to commute to Opotiki. The third
challenge relates to transport network security: the kiwifruit – and to some degree
forestry – industry relies on a reliable, high quality sealed road network connecting the
source, the post-harvest/processing facilities and the port.


Kawerau: a major industrial complex serving the forestry and wood product industries
and with the potential to provide much larger scale geothermal services to industries
locating there, including aquaculture and forestry, waste processing and resource
recovery, and energy generation/export. This expanded industrial complex requires
zoned land, with re-configured rail, road and power/transmission networks.

A second direction the Region can take to meet the EGA target is to leverage the attractive
environment and desirable lifestyle to improve productivity. The Bay of Plenty is an
attractive place to live; the challenge is to enable the people locating in the Bay to be as
productive as possible without threatening this lifestyle. Spatial economics suggests how the
pattern and form of urban areas can be leveraged to positively affect the type and pace of
economic growth. A coordinated spatial plan will allow the Region to better harness the
skills and drive of the people it attracts, lifting employment rates and increasing productivity.


Mixed use developments, intensification and civic amenities that enhance the amenity
value of the Bay rather than growth that degrades its desirable characteristics.



Brown and green field developments should be higher density and higher amenity, with
a suitable provision for residential, commercial and community services, such as public
transport services between key residence (Whakatane) and employment (Kawerau)
nodes, plus community assets such as parks, open space, and accessible street layouts.



Existing areas should support intensified, mixed use developments and encourage
liveability, such as in Rotorua‟s CBD where restaurants can use Fenton Street in the
evenings for alfresco dining or the Rotorua Night Market.

1.2

Situation review: growth and infrastructure

The situation within the Bay of Plenty is essentially one of three contrasting positions.


For Tauranga and Western Bay of Plenty the issues revolve around rapid growth and,
notably for Tauranga, the challenge of funding the debt associated with infrastructure
provision when revenue from development contributions is cyclical and there is a strong
resolve to limit rates rises.
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For Rotorua, stability appears to be the main characteristic, with modest growth and
essentially well developed and affordable plans for infrastructure provisions.



For the three eastern areas of Whakatane, Kawerau and Opotiki, there is obvious
potential for alignment between the three councils.



There are no obvious deficiencies or gaps in the provisions of flood protection
infrastructure in the Bay of Plenty, under current growth and climate assumptions.

1.2.1

Potential infrastructure bottlenecks or risks to growth

High growth in the west of the Region is placing pressure on existing infrastructure and
creating financial pressure for the two councils. From an infrastructure perspective,
providing for growth is critical: infrastructure is an enabler that is required to resolve
constraints, foster opportunities, and supports population growth which drives employment
and output.
In the east, population movements are placing pressure on Whakatane District Council whilst
Kawerau is well placed to cater for growth but is losing population. Opotiki, although
characterised by high levels of deprivation is financially well placed to meet planned
renewals but investment in harbour access is beyond the Council‟s means. Roading
connections between Te Kaha-Opotiki and Opotiki-Tauranga that ensure transport network
route security, and that the quality of the surface is maintained at a suitable level for the
transport of key products, such as Zespri Gold which are prone to jolting damage.
The Edgecumbe substation is built behind a stop bank, and is a critical part of the energy
supply to the Eastern Bay. While the substation and transmission network are not local
government infrastructure, the stop bank is critical to the security of energy supply. There
are options around its future: to increase the level of service (i.e. security of supply) or to
plan for relocation of this substation to a less flood-prone area. Such planning may also be
merited where there are greater levels of growth and rising demands for energy and security
of supply.
Rotorua is strategically connected to the region‟s other territorial authorities, supplying power
and export products, and demanding transport and other services. Although the Council will
invest a substantial amount into infrastructure for growth (17 percent of the Region‟s total
planned investment over the next 10 years), it has a conservative growth strategy. This is
unlikely to deliver the growth required to meet the EGA target.
Table 1.1 and Table 1.2 below summarise the Bay of Plenty‟s local government current
infrastructure assets and planned infrastructure expenditure by territorial authority, based on
our documentation review and information provided by council staff.
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Table 1.1 Current local government infrastructure assets by territorial authority, 2010
Tauranga
Units

No.

Western BoP

Value $'000
Total

No.

Whakatane

Value $'000

Unit

Total

No.

Kawerau

Value $'000

Unit

Total

No.

Value $'000

Unit

Total

Unit

Transport
Roads unsealed

km

203

km

220
661

29,006

Roads sealed, rural

398,198

569

Roads sealed, urban

km

144

86,748

130

42

Total roads

km

516

280,486

544

1,025

513,953

501

902

259,233

287

42

16,222

386

Bridges

no.

15

25,250

1,683

107

25,061

234

154

39,454

256

1

1,014

1,014

Footpaths

km

648

41,917

65

147

9,027

61

194

17,373

90

90

5,370

59

Road furniture
Total value

57,384

42,590

8,700

2,098

405,037

590,631

324,760

24,704

Waters
: Stormwater
Pipes

km

705

221,664

314

121

76,490

633

104

50,429

486

SW Drains

km

78.8

14,206

180.4

31.7

2,596

81.9

36.2

1,463

40.4

Drainage

km

Dams

no.

Pump stations

no.

1,651
3

Total value

190

63

13,336

294

12,539

1

101

101

19

883

46

6

1,027

171

17

6,040

355

236,060

45

81,864

71,354

13,336

: Potable water
Connections

no.

50,061

People served

no.

110,826

Pipes and pumps

km

1,257

168,625

134

669

109,672

164

520

86,582

167

70

Reservoirs

no.

44

27,639

628

27

12,880

477

32

5,606

175

3

Pump stations

no.

4

12,916

3,229

20

716

36

17

3,573

210

2

Total value
Volume - actual use

40,532

74

249,712
m3/day

3,129

12,235

31,000

8,626

6,921

126,397 *

24,657

104,387

4,227

Volume - potential (capacity)

2,657

30,340

22,000

15,595

3,800

10,333

11,000

: Wastewater
Connections

no.

47,547

People served

no.

111,426

Rising mains

km

78

22,414

287

64

40,353

631

35

11,509

331

1

Gravity mains

km

1,020

188,933

185

180

60,754

338

144

36,938

256

52

Pump stations

no.

158

32,938

208

58

16,983

293

48

7,467

156

2

Treatment plants

no.

2

71,944 35,972

3

16,108

5,369

6

7,364

1,227

1

Total value

34,051

35

350,280

Community (parks, reserves, theatres, etc)

5,932

8,366

15,800

12,722

6,921

140,130

399,564

63,278
Other

399,564

4,468
15,463

80,016

Airport
Total value

2,657

22,590

1,000

0

81,016

0

0

0

0

§

Land

770,746
Total value

770,746

Flood protection
Erosion Protection

km

Pump Stations

no.

Stopbanks

km

6.5

Structures

no.

5

Waterways

km

Total value
Total (replacement value, $000s)
Population (2010)
Total per capita ($/person)
Notes:

§

S

0

0

0

0

2,411,399

939,023

644,795

75,503

110,826

44,430

33,209

6,767

21,758

21,135

19,416

11,158

* WBoP DC also has 18 intakes
($9.77m) and 11 treatment plants
($3.06m) in potable w ater
assets.

Excludes land under roads.
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Opotiki
Units

No.

Rotorua

Value $'000
Total

No.

Unit

BoPRC

‡

Value $'000
Total

No.

TOTAL

Value $'000

Unit

Total

No.

Value $'000

Unit

Total

Unit

#

Transport
Roads unsealed

km

187

Roads sealed, rural

km

127

Roads sealed, urban

km

Total roads
Bridges
Footpaths

km

†

†

179

111,298

354

27

17,566

658

km

341

128,864

378

1,003

219,400

219

no.

51

14,520

285

96

12,400

129

424

117,699

412

24,900

60

1,491

100,610

824

2,023

Road furniture
Total value

520

4,700

274,791

261,400

3,829 1,418,158

0
0

115,992
1,881,323

Waters
: Stormwater
230

0

0

1,205

361,919

147

18,265

89

14,189

Pipes

km

SW Drains

km

Drainage

km

89.1

Dams

no.

3

23

984

Pump stations

no.

2

28

7,257

Total value

1,520

57,100

0

461,233

: Potable water
Connections

no.

People served

no.

Pipes and pumps

km

Reservoirs

no.

Pump stations

no.

0

0

24,000

89,027

52,287

5,760

52,958

237,805

0

103

688

3,306

364,879

22

128

46,125

16

65

6

Total value
Volume - actual use

15,420
m3/day

179,100

0

17,205
697,016

1,500

Volume - potential (capacity)

4,500

: Wastewater
Connections

no.

58,605

People served

no.

156,737

0

Rising mains

km

177

74,276

Gravity mains

km

1,396

286,625

Pump stations

no.

266

57,388

Treatment plants

no.

12

136,884

37,000

Total value

52,705

7,225

37,000

0

613,376

Total value

0

0

0

480,580

Total value

0

0

782,146

Community

Land

11,400
11,400

Flood protection
Erosion Protection

km

47

23,263

495

47

Pump Stations

no.

12

7,040

587

12

7,040

Stopbanks

km

34

136,632

4,019

41

136,632

Structures

no.

5

9,704

Waterways

km

48

13,418

280

48

13,418

9,704

Total value
Total (replacement value, $000s)
Population (2010)
Total per capita ($/person)
†

23,263

0

0

190,057

190,057

298,955

546,000

190,057

5,105,732

8,779

66,395

270,406

270,406

34,053

8,224

703

Rural sealed + unsealed roads

6

‡

Book value (July 2008 dollars)

18,882
#

Unit values not calcuated due
to incomplete quantity/value data.
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Table 1.2 Planned local government infrastructure expenditure by territorial authority, 2010-2019
(Value $'000)
By type
Transport
Stormwater
Potable water
Wastewater
Community
Land
Flood Protection
By expenditure category
Capex - Renewals
Capex - Growth
Capex - Level of Service
Total Capex
Population grow th 2010-2019
Capex - grow th ($'000) per additional
Projected population, 2019
Total Capex (2010-2019) per person in 2019
Notes:

Tauranga

Western
BoP

432,894
184,205
227,656
310,321

183,313
23,800
183,300
32,600

Whakatane
134,000
11,611
26,945
36,080

Kawerau
3,543
7,191
780

Opotiki
12,373
416
1,114
1,526

8,980

Rotorua

BoPRC

150,152
11,637
28,997
145,299

TOTAL
914,503
233,441
475,203
526,606

22,040

22,040

9,940
2,100
10,000
22,040

451,915
1,081,335
405,745
2,171,794

160,235
782,600
212,242
1,155,077

23,013
88,900
71,400
423,013

115,482
16,336
83,719
208,636

11,514
0
0
11,514

15,429

122,751
184,950
28,384
336,085

22,452
34.9

7,076
12.6

1,278
12.8

-57
0.0

196
32.9

4,382
42.2

35,328
0.1

35,328
30.6

133,300
8.7

51,500
8.2

34,500
6.0

6,700
1.7

8,950
1.7

70,800
4.7

305,750
0.1

305,750
7.1

6,449

*

*

†

N.b. This table reported planned expenditure on local government infrastructure. Comprehensive information on the total quanity of infrastructure by type that
is planned out to 2019 is not available in the council plans and documentation that w ere used to compile this table.
* Kaw erau Transport/Stormw ater expenditure split equally across categories in the Regional Total fitures.
†
Total capex per additional person calculated based on total capex across all territorial authorities plus the Regional Council.
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1.3

Development opportunities and strategic issues

The region‟s development opportunities reflect its industrial and population base, and its
economic geography. The region‟s top 10 most productive industries in 2010 employed 13
percent of its workers to produce 44 percent of the region‟s output. The table below shows
these industries and reveals where some of the regions key strengths lie.
Table 1.3 Top 10 industries by productivity ($000s/FTE) in the Bay of Plenty, 2010
Rank by
productivity Industry

Employment
(FTEs)

GDP
($m)

Productivity
($000s/FTE)

Ratio to
average

1

Electricity and Gas Supply

359

201

559

6.2

2

Communication Services

860

423

492

5.5

3

Forestry and Logging

1,362

466

342

3.8

4

Finance

1,117

373

334

3.7

5

Property Services*

2,273

1,519

330

3.7

6

Wood and Paper Product Mfg

3,154

506

160

1.8

7

Services to Transport

1,181

186

157

1.8

8

Petroleum & Assoc Prod Mfg

756

107

141

1.6

9

Non-Metallic Mineral Product Mfg

319

43

135

1.5

10

Government Administration

314

132

1.5

2,372

* excludes ow ner-occupied dw ellings sub-industry

source:BERL Regional Database, Statistics NZ

The region‟s most productive sectors include business services, driven by the
communication services, finance and property services industries; the primary sector, with
the forestry and logging industry featuring in particular; and, the manufacturing and
processing sector.
1.3.1

Leverage the urban form and satellite centres in the West

Tauranga City is the region‟s largest population centre and a core economic hub. But it
faces affordability issues around housing new residents. Coordinated and on-going growth
in Tauranga will be important, however, to achieving the City and government‟s aspirations.
One opportunity is for Tauranga to plan for urban intensification in a manner that protects the
lifestyle advantage of the Bay of Plenty. This is likely to enable high-skill, high-income
professional and technical workers to be more productive from their Tauranga base. As
noted in the SmartGrowth Strategy, these people are likely to work in the weightless
economy, which rely on “trade in knowledge and information rather than on physical goods.”
In addition to local government infrastructure and planning, a critical component to attracting
these people is a digital and ICT infrastructure. This will let these people network and
connect to the rest of the country and the world, so that the distance to their markets and
contacts is literally a fraction of a second.
8
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A joint opportunity for development in the Western Bay is to plan for high functioning satellite
settlements to the central hub of Tauranga. Locating mid-level business services,
processing and logistics functions in settlements such as Katikati and Te Puke will help
achieve Tauranga City‟s growth potential. By increasing density and employment
opportunities in these locations, it will relieve some of the pressure to expand on the fringes
of Tauranga, and will further enhance the region‟s liveability.
1.3.2

Pursue identified strategic growth opportunities in the East

This entails backing identified economic opportunities based on the region‟s strengths. The
Regional Economic Development strategy identifies 13 key focus areas including, for
example, forestry and related-industries, energy, aquaculture and Māori economic
development. Each of these requires infrastructure, so maximising the growth potential of
these industries requires a supportive programme of infrastructure investment.
Economic growth does not respect local government boundaries. But local government
agencies have an important impact on the decisions about where people live and work, and
where industries invest, expand and employ. This research identifies a nexus between
Whakatane-Kawerau-Opotiki where these district councils can work together to capitalise on
their respective strengths, thus supporting population and economic growth that is unlikely to
occur otherwise. A key challenge here is to explore how to fund residential expansion in
those areas people most want to live, employment expansion in those areas where the
growth potential is the greatest and to ensure supportive links between these areas,
particularly in terms of transport, water and energy infrastructures.
1.3.3

Add value and build the skill base in Rotorua

Rotorua has a relatively young population and important strategic connections to the rest of
the region. There is an opportunity for the region‟s second largest centre to support higher
growth through increased value added activities in the forest and wood product sector,
specialised manufacturing, tourism and energy supply.
There is also a strategic opportunity related to the supply of higher level training required to
support the growth of higher productivity jobs. The District may build on its history as home
to industry training to supply of a wider range of tertiary education services. This will
leverage its relatively young population, retaining these people, and also attracting new
people to a growing and increasingly productive economy. Rotorua may use this base to
diversify into education services for other high tech industries located elsewhere in the
region, such as engineering for the wood product or marine services industries.
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1.3.4

Regional initiatives: maintaining attraction value and long-term affordability

Increased levels of economic activity and wealth are likely to merit – and permit – increased
levels of service and security, in terms of transport networks, energy supply, and flood
protection. Furthermore, strategic planning may encourage new or green field developments
and infrastructure in lower risk areas. BOPRC has an important role to play in coordinating a
regional spatial plan that will inform infrastructure investment priorities, opportunities and
gaps, and build cooperation across the districts. This can also support a spatial pattern that
will enable the supply of public transport.
1.4

The growth target, the stretch and closing the gap

Figure 1.1 illustrates the projected growth paths under the business-as-usual (BAU) scenario
and that required to meet the EGA target. It also shows three growth scenarios that build on
the region‟s development opportunities. The scenarios reflect:
(1) targeted population growth to lift urban density and participation in the labour market
(2) productivity benefits that come from an enhanced spatial economy
(3) increased population and employment growth in strategic industries.
Figure 1.1 GDP per capita under various scenarios, 2010-2025

Under a business-as-usual (BAU) scenario, the region‟s economy is predicted to grow at
around 2.9 percent per annum on average over the 15 year period to 2025. This would lift
GDP per capita from $37,627 in 2010 to around $47,300 in 2025 (in 2010 dollar terms).
We estimate that the EGA involves a GDP per capita in the Bay of Plenty reaching just over
$71,000 per person in 2025 (in constant dollar terms). This would require the region‟s GDP
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to grow at an average of 5.7 percent per annum and GDP per capita to grow at 4.3 percent
per annum. These are not insignificant tasks: they are equivalent to twice the average GDP
growth rate and triple the GDP per capita rate in the Bay of Plenty in the previous decade.
1.4.1

Sector growth opportunities under the three scenarios

The first scenario reflects how densified urban forms can lift employment, and indicates that
GDP per capita in 2025 could rise to $50,050. The region‟s population is projected to grow
by approximately 60,000 over the next 15 years. This scenario places this population growth
into specific urban areas that currently have reasonably high population or employment
densities. Potential growth nodes include central Tauranga, Mt Maunganui, Te Puke, central
Rotorua and Whakatane.
Increased employment in these growth nodes is likely to manifest in the wholesale/retail
trade, manufacturing and business services sectors, and to a lesser degree the social
services sector, which will be required to provide education services to the additional
population entering the labour force and those moving into higher productivity roles. This
scenario will also stimulate activity in the construction industry to plan, design and build
higher density mixed use commercial and residential buildings.
The second scenario incorporates agglomeration effects for the targeted growth areas, and
1

lifts the GDP per capita in 2025 to $53,260 under this scenario. Agglomeration powers
collaboration and innovation as “physical proximity allows the free flow of goods, services
and ideas” (Glaeser 2002). The enhanced spatial economy will require a reorientation
towards a diversified set of high value added industries, allowing greater specialisation, and
industries that are knowledge intensive and have high rates of technology uptake, such as
business services and specialised manufacturing. The growth of higher productivity
employment is also likely to involve higher value added in the region‟s integrated primary
industries. The higher level of exports will have the flow-on effect of increasing the demand
for processing, transport and business services in Tauranga.
The third scenario harnesses the region‟s people and resource base to lift the GDP per
capita in 2025 from the BAU level to just over $56,000 (79 percent of the EGA target). This
scenario involves the region leveraging its strategic economic development opportunities
more strongly. The Bay of Plenty has a number of existing strengths given its substantial
natural resource base and the organisations that harness these resources. Thus, the growth
in this scenario is projected in integrated primary industries (which includes processing and

1

Agglomeration refers to the concentration of economic activity into relatively small geographical areas, and
agglomeration benefits come when an increase in an urban area‟s size increases its productivity.
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marketing functions); specialised manufacturing; transport and distribution industries; and
business services. The additional population attracted to the region under this scenario is
likely to stimulate moderate growth in the construction, retail and social services industries.
1.5

Further research

This research project examines the region‟s economic potential to reach the government‟s
EGA target, the current state of its local government infrastructure, and assesses whether
the infrastructure can service an economy to meet that potential. It analyses what the BOP
economy would need to do to contribute to the government‟s goal, what sectors this growth
might manifest in and the links to the infrastructure required to support this.
The data used to inform this analysis is relatively high level and as such highlights the
potential but has limits. This analysis could be improved with more detailed economic and
resource management planning analysis to understand the role and function of particular
employment areas within a district and across the region. This would inform council decision
making on a sustainable and coordinated development strategy, and how to optimally
manage and support this growth.
1.5.1

Comprehensive and consistent infrastructure summary

This project involved reviewing existing plans and council documentation as well as
interviews with key council staff and stakeholders. Table 1.1 highlights the range of
information that we were able to collect, with more detail provided in Appendix 2. The table
also highlights some knowledge gaps remain. In order for the Regional and District Councils
to engage in coordinated planning, a key area for further work is to agree a standard format
for the reporting of this information and to fill in the blanks on local government infrastructure.
This information will provide a useful overview of the levels of provision, typical costs by type
of infrastructure asset across the region, and the average cost per capita. This could be
used to inform a coordinated infrastructure funding strategy where particular opportunities
exist for the various territorial authorities.
1.5.2

The Bay’s attractive lifestyle: drivers of inward migration

This research has highlighted the important role played by the lifestyle attraction of the
region. Further research could aim at better understanding the drivers of the District‟s
inward migration, and in particular, what role liveability plays and what dimensions are
important to different types of inward migrants. This will assist the region and district
councils to identify what efforts will support targeted population growth and what the risks are
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from different planning strategies, such as urban spread versus urban densification
supported by high functioning satellite centres.
1.5.3

Regional cooperation and engagement

Further research into the opportunities and sectors identified in this report could support
analysis and planning around sub-regional cooperation between the territorial authorities
(TAs) and key industry players. For example, developing high value wood processing,
energy and aquaculture industries in the Eastern bay will require a variety of labour, input
and output connections between the TAs. This may require better transport infrastructure
and public transport services between key residential and employment nodes, for example,
in Whakatane (residential) and Kawerau (employment in the wood processing and energy
industries) or Opotiki (employment in a future aquaculture industry). Similarly, to meet
Opotiki‟s growth aspirations may require the BOPRC to engage with Transpower and
Horizon Energy to plan for increased energy generation and transmission.
1.5.4

Labour force and training planning

The Bay of Plenty‟s demographics suggest that it will increasingly have to draw on new,
young workers. To ensure these people are productive and can contribute to achieving the
EGA target, these workers will need education, vocational training, and workplace mentoring
programmes that will ensure skill and knowledge transfer from increasingly scarce
experienced workers. The education and community infrastructure, and also the broadband
backbone which is likely to be increasingly important for the education and training sectors,
should be investigated further.
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2

The challenge

BoPRC and the BOP territorial authorities wish to know whether the Bay of Plenty‟s local
government infrastructure is ready to meet the challenge of the government‟s Economic
Growth Agenda (EGA). That is, is its infrastructure ready to meet the growth and
productivity increases required to lift New Zealand‟s GDP per capita to match Australia‟s
level by 2025?
Below we sketch out what the EGA challenge means for the Bay of Plenty, the region‟s
strengths, and the readiness of its infrastructure to meet this challenge. Infrastructure has a
key role in enabling growth in the right areas in the right way. We believe that the region can
go a substantial way to closing the gap between the 2025 business-as-usual projection and
the EGA target through strategic investments that complement its existing infrastructure by:


increasing productivity and creating quality jobs harnessing its rich resource base



developing urban forms that leverage the quality people attracted by the BOP lifestyle.

2.1

What’s the target?

At a national level, the EGA challenge is to lift GDP per capita from $ 44,700 in 2010 to
$84,300 per person (in 2010 dollar terms) by 2025, and to lift the proportion of national
output that is exported to 40 percent. The first element of the target involves almost doubling
(a factor of 1.9) GDP per capita in real terms over a 15 year period, and the second element
requires exports to rise from 30 percent of GDP to 40 percent. This is a challenging target.
The country will grow if it‟s „business as usual‟ at about 2.0 percent per annum. But that will
only take GDP per capita half way towards the target. Reaching the target requires a per
capita growth rate of 4.3 percent per annum over this period.
2.2

What does the challenge mean for the Bay of Plenty?

The average GDP per person in the Bay of Plenty in 2010 was around $37,600, which is
slightly lower than the national average (about 85 percent). Given the Bay‟s resource-based
economy, its GDP per capita is projected to grow at 1.5 percent per annum.
The EGA challenge is to lift the per capita growth rate in the Bay of Plenty to an average of
4.3 percent per annum out to 2025. This would lift GDP per capita in the Bay of Plenty to
just over $71,000 per person in 2025. Meeting this challenge will mean almost tripling the
region‟s projected growth rate from the projected 1.5 percent per annum (to 4.3 percent).
This is not an insignificant task and a business-as-usual approach will not be sufficient.
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2.3

Which way forward?

The Bay of Plenty has a strong economy with a rich resource base, including fertile land,
supporting flourishing agriculture and horticulture sectors, energy and aquaculture
resources, and a growing population. Over the past decade its economy grew more quickly
than the national average, with GDP growth of 2.5 percent per annum, and in 2010 almost a
quarter of its employment was in export industries.
Underpinned by the Bay‟s economic development strategy, the region‟s resource-based
growth should be oriented towards sectors where there is global demand and the Bay has a
comparative advantage or capability to deliver jobs with increased value added. This will
result in increased employment, exports and higher incomes. We can express this as quality
people follow quality jobs.
A second major strength of the region is its environment and desirable lifestyle. Attracted by
a growing economy and the Bay‟s lifestyle appeal, the region has had rapid population
growth in recent times. This attraction factor can be harnessed and can take advantage of
recent developments in thinking about economic geography: urban size and density can
have a positive effect on the type and pace of economic growth. This new economic
paradigm – the spatial economy – suggests how a coordinated spatial plan could reinforce
the environmental attraction of the region. By designing high quality, sustainable urban
forms, the region can maximise the benefit of the lifestyle attraction. This new form of
growth can lift employment rates, increase productivity, expand the economy and lift
incomes. This idea is captured by quality jobs follow quality people.
There is the potential for tension between these two paradigms if growth is not planned and
promoted in an alert and coordinated way. For example, economic growth that degrades the
environment or reduces amenity and liveability is likely to reduce the region‟s attractiveness
and turn away quality people.
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3

Infrastructure and economic development

The objective of this report is to assess the readiness of the Bay of Plenty‟s local
government infrastructure to support the increased productivity and growth required to meet
the government‟s EGA target. We explore the readiness of the infrastructure to support the
increased productivity in the region‟s existing resource-based economy and the possibilities
under a spatial economics paradigm.
3.1

Definition of economic infrastructure

A key step in this assessment is to define more precisely the types of infrastructure we are
interested in. Commonly the term infrastructure is used to refer to an underlying physical
substructure or system. The term infrastructure is usually used to refer to an underlying
physical substructure or system such as transport networks, telecommunications, water
systems, waste water systems and stormwater facilities.

2

However, precise definitions can vary widely. The first „infrastructure stock take‟ by the then
Government in 2003 focused on “the services provided by the physical networks or
infrastructure systems associated with energy (gas, thermal, and water-based), water
supply, transport, telecommunications, sanitation and waste facilities, and flood protection
and drainage” (MED 2005).
Firstly, as this study is concerned with assessing the region‟s councils‟ state of readiness to
meet the government‟s EGA we limit our consideration to local government infrastructure.
This excludes national networks, such as State Highways and the rail system.
Secondly, as the study examines the region‟s infrastructure capability to meet the desired
economic growth objectives then we focus our examination around infrastructure that
enables or supports economic development. The relationship between infrastructure and the
economy can be complex. Infrastructure can support economic activity directly or indirectly.
Direct support includes, for example, transport infrastructure that provides access to
markets, jobs or raw materials. Indirect support comes through, for example, the
development and growth of urban settlements, or an increase in the level of human capital
available to an area as a result of educational provision.

2

From WBoP Social Infrastructure report.
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3.2

Infrastructure to be considered in this report

In this study the core physical infrastructure systems provided by local authorities (transport
and the three waters) are seen as the primary economic enablers, complemented with flood
protection infrastructure provided by the Regional Council.
Infrastructure may refer to broader facilities and services which can support the economic
functioning of a community. This raises the issue of the appropriate treatment of social types
of infrastructure. As noted in a recent local study “the categorisation [of infrastructure] is to
some degree arbitrary; transport for example could be placed within social, environmental or
3

economic infrastructure, depending on the way in which transport is used.” In the current
study, we supplement the analysis of the core physical infrastructure provided by councils
with an exploration of the state and role of what we term community (or “soft”) infrastructure
in Bay of Plenty‟s economy.
We have also included mention of zoned land. Although not strictly within the scope of the
study our primary research continually contained references to the importance of land
availability in dictating future patterns of growth. We felt it important to report some of these
findings. The table below outlines the categorisation of infrastructure we have adopted for
this report and identifies the focus of our analysis.
Council infrastructure assets
Transport*

Water

Waste water

Stormwater

Flood protection

Council wider-infrastructure
Community infrastructure**

Zoned land

*Transport includes: local roads, bridges, footpaths, cycle ways, parking, bus lanes.
**Community Infrastructure includes: libraries, museums, events venues, sports grounds, aquatic centres, boat
ramps, playgrounds.4 It may also include parks and reserves and other arts and cultural venues.

Measuring the council‟s infrastructure capacity is complicated by the range of measures and
degrees of aggregation that could be applied. In terms of valuation, however, most of the
councils‟ asset management plans appear to reflect the Local Government Act imperative to
maintain the service potential of their assets, and the assets are typically valued at their
replacement value.

3

From WBoP Social Infrastructure report.

4

Definition sourced from Rotorua District Council, 2009, 10 Year Plan, Vol2, p81.
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3.3

Infrastructure and economic growth

The relationship between infrastructure and the growth of the economy can be complex. It
has been investigated at three distinct levels: macro, meso and micro (Banister 2007).
Earlier literature focused on the link between public sector investment and productivity
growth, notably macroeconomic studies by Aschauer (1989a, b), argued that public
investment in infrastructure leads to increases in firms‟ profitability or return on private
capital. Firms respond by increasing the rate of capital investment leading to higher labour
productivity and output, so perpetuating a further virtuous spiral of investment. The result,
according to Aschauer, is a return on the public funds invested in public infrastructure that is
significantly higher than the return on private capital.
There is sufficient macroeconomic evidence to indicate a positive and statistically significant
effect of infrastructure generally on long-run economic growth according to Nijkamp and Poot
(2006). At the more specific level, historical macro economic data also confirms a close
correlation between transport growth, particularly road transport growth, and economic
growth (SACTRA 1999). Similarly, according to MED (2005), ICT “may have led to an
upward shift in the growth path of economies where ICT is well-developed.” In OECD
(2001), ICT is considered to be "transforming economic activity. The OECD (2003) finds that
ICT has definitely influenced capital deepening.
There is however, less certain about the direction of causation in many studies so, for
example, Button (1998), Stephan (1997) and Cadot et al (2002) all find that published results
on the productivity effects of infrastructure are ambiguous. However, Fernald (1997)
demonstrates that for industries using roading more intensively increasing the roading stock
does induce faster productivity growth, suggesting causation is more likely to flow from
infrastructure investment to output growth. Also supporting this view was De la Fuente
(2000) who employed a cross-regional study comparing infrastructure provision in Spain and
the US to find that causality did flow from infrastructure investment to economic growth,
however, once saturation point is reached, returns on investment decline.
Overall, the evidence from the macro level literature suggests that in the case of a region
with a developed economy and arguably a substantially complete infrastructure, additional
investment infrastructure cannot be assumed to automatically lead to economic growth.
Rather, the economic growth potential of infrastructure improvements will depend critically
on the presence of other pre-conditions for growth at the national, and most importantly,
regional and local level (Banister and Berechman 2000). These necessary conditions relate
to economic externalities, investment factors, political factor and also local characteristics.
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At the meso level, the investigation of the economic effects of infrastructure has become
reasonably commonplace, notably in transport studies. Here, much clearer evidence is
emerging of the role of particularly urban infrastructure and productivity growth.
Analysis at the meso level focuses in on aspects of the pre-conditions for growth, the most
5

common example being the investigation of the benefits of agglomeration , labour market
imperfections and network imperfection encapsulated in the concept of wider economic
benefits (Banister 2007). Here direct linkages are identified between the accessibility
improvements provided by transport infrastructure and the productivity gains achievable from
increasing employment density.
There is empirical evidence of the effects of agglomeration on productivity in Auckland.
Williamson et al (2008a) report an elasticity of around 3% between employment density and
average earnings in Auckland using data from the 2001 Census, meaning that a doubling of
employment density would lead to a 3% increase in productivity. Williamson et al (2008b)
extend this analysis by adjusting for differences in industry and qualification composition of
different areas, with a resulting elasticity estimate of 0.099. Venables (2007) notes that
“there is enough evidence to suggest a positive city size/ productivity relationship. The
relationship suggests several ways in which a transport improvement might affect
productivity. One is that by improving links between firms within the city the effective density
of the cluster rises. The other is that, by relaxing constraints on access to the centre, overall
city employment is increased.” A paper published by the Centre for Transport Studies in
London goes so far as to say that “ultimately transport investment is crucial in sustaining
cities and supporting urban agglomeration.”
Although this empirical work has focused heavily on the role of transport in supporting higher
employment density due to the evaluation process required to secure transport investment,
all infrastructure that supports higher employment densities makes a positive contribution to
productivity growth, where there are sectors or activities in which productivity is positively
related to agglomeration. The potential breadth of these supportive investments is captured
in the work of Florida, which examines the role of amenity and cultural capital in attracting
and retaining highly productive knowledge workers in cities.
At the micro level, the analysis of the economic impacts of infrastructure has again focused
heavily on transport but also considers effects of wider infrastructure including schools. The
approach generally tends to involve developing and applying locally specific indicators which
offer the potential to isolate and attribute the effects of infrastructure changes on the level of

5

Agglomeration refers to the concentration of economic activity into relatively small geographical areas (Scott and
Storper 2003). Agglomeration benefits mean that increasing an urban area‟s size increases its productivity
(Venebles 2004).
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local economic activity. The most common indicators used are land or property prices. An
important reason for choosing this level of analysis is that, as Banister (2007, p10) finds, it is
at the local level that these benefits can potentially be measured with a reasonable level of
confidence. This allows much more certainty on the causal relationship between the public
investment and economic outcomes. Again using transport as an example, GVA (2004, p85)
found that “it is this level that the local effects of transport investment should be measurable
in terms of property and land market effects, and in terms of the environmental and
distributional impacts.”
The micro level investigation of the economic effects of transport improvements has relied
heavily on the application of land and property value based evaluation methods. Thus, we
are now able to more clearly locate this study within the range of evaluation tools currently
being applied by NZTA. Although there will inevitably be some overlap and potential for
double counting between the wider economic benefits being estimated using meso level
techniques land values may be better suited at disentangling the complex range of economic
relationships and effects that are at play in urban areas and may therefore provide a more
reliable estimate of the real economic impact of a transport investment.
Overall, there is strong evidence of a positive relationship between infrastructure provision
and economic growth. However, there are important caveats to this conclusion.


Investment in infrastructure does not automatically lead to economic growth. The effect
may be positive, negative or simply non-existent.



The nature of the effect on growth and productivity will be determined by many factors
but these will often be most influential at the local level in a developed economy with a
stable political environment.



The effect of infrastructure provision and investment will therefore be variable across
locations. Notably, if there are other local constraints to growth beyond those being
addressed by the infrastructure investment then this will not, of itself, be likely to make
any significant difference to local economic performance.



Also, different forms of infrastructure will also be expected to produce different economic
outcomes. So rail investment may lead to different outcomes compared to similar
investments in roading for example.

The main conclusion that is relevant to our study is that we need to be cognisant of local
economic conditions, constraints and opportunities for growth, as infrastructure targeted at
resolving constraints and fostering opportunities at the local level is likely to make a positive
contribution to economic growth.
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4

BOP’s present population and economic base

This section profiles the BOP‟s basis for growth of its population and economy, and its driver
industries. This profile highlights where the Region is most strongly placed based on its
current strengths in order to the growth „stretch‟ target. We complement this analysis with
information collected from our review and fieldwork. This highlight how the Region can
extend from its current base to build „new‟ industries based on its strategic strengths in
forestry, aquaculture, geothermal energy and tourism. Another opportunity is that a
substantial proportion of land in the Bay of Plenty is currently under-developed.
The Bay of Plenty Regional Council covers approximately 21,835 square kilometres. For
this report, we concentrate on the six territorial authorities within this Region: Tauranga City,
Western Bay of Plenty District, Rotorua District, Kawerau District, Opotiki District and
Whakatane District. This focus area covers 12,473 square kilometres.
Figure 4.1 The Bay of Plenty and its main urban areas

Tauranga serves as the region‟s primary settlement, with a major regional seaport (and
inland port hub in Auckland) and airport. As well as providing national and international links
for the region, it supports employment in higher level business services and has had one of
the region‟s fastest growing populations in recent year.
Rotorua and Whakatane are also major regional centres that service and support to the
smaller urban and rural settlements around them.
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4.1

People

The Bay of Plenty region had a population of about 270,000 in 2010. A substantial part of
the region‟s population is located in the western part of the region.
Tauranga, the key urban centre, had a population of about 111,000 in 2010, or just over two
fifths of the population of the region. The other important urban centres are Rotorua
(66,000), accounting for around 24 percent of the region‟s population, and to a lesser extent
Whakatane (with around 18,000 people in its urban area and a further 15,000 in the
remainder of its District). Kawerau and Opotiki, the other main settlements, each comprise
around 3 percent of the region‟s population.
Figure 4.2 Population in Bay of Plenty Region by Territorial Authority, 2010

4.1.1

Population density

Figure 4.3 shows the density of people per hectare across the Bay of Plenty Region in 2010.
The Figure indicates that there a handful of high density areas, clustered around the fringe of
the urban cores, and a few moderate density areas in the region‟s smaller settlements.
However, the majority of the Region has a relatively low population density.
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Figure 4.3 Population density in Bay of Plenty Region, 2010

The urban area of Tauranga has an average density of 6 residents and 2.5 workers per
6

hectare, giving an urban density of 8.5 people per hectare. This is low for a suburban area
in a New Zealand city. However, in central Tauranga this density reaches almost 55 people
per hectare. This density is comparable to that in a city such as Hutt City, although densities
are even higher in larger cities such as Wellington or Auckland.
This suggests that residents and workers are currently willing to locate in high density areas.
It is important to acknowledge this willingness as it suggests a feasible path for the Council
to leverage its urban form to increase productivity by encouraging intensification.
4.1.2

Population growth

Table 4.1 sets out the Bay of Plenty‟s population growth since 1996 by local authority. After
substantial population growth in the region over the 10 years to 2006, when its population
increased by just under 15 percent compared to a New Zealand-wide figure of just over 11
percent, the relative growth has now moderated. For the region as a whole, the population
has increased at about 0.9 percent per year over the last four years, which is somewhat
behind the average for the country as a whole (around 1.1 percent).

6

We define urban density, here, as the sum of residents and workers per hectare.
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Table 4.1 Population growth in the Bay of Plenty by Territorial Authority
Territorial Authority
Population

Absolute % change
1996-2006

Average growth rate % p.a.

2006-2010

1996-2006

2006-2010

Tauranga

33.2

6.9

2.9

1.7

Western Bay of Plenty

20.3

5.6

1.9

1.4

Rotorua

2.2

0.7

0.2

0.2

Whakatane

0.4

-0.3

0.0

-0.1

-3.7

-2.2

-0.4

-0.5

-11.6

-2.2

-1.2

-0.6

Bay of Plenty Region

14.6

3.7

1.4

0.9

Total New Zealand

11.3

4.4

1.1

1.1

Opotiki
Kawerau

Source: StatsNZ, BERL

There have are substantial differences in the pattern of population growth within the region.
Typically population growth in the northwest – in Tauranga City and Western Bay of Plenty
District – has been relatively rapid, at about 1.4 percent to 1.7 percent per annum between
2006 and 2010. This is significantly above the average for the country as a whole. In
Rotorua the population has remained virtually static and in the areas further east the
population has declined. In population terms therefore there is a strong contrast between
the large and rapidly growing areas to the north and the smaller areas to the east and west
with little or no growth.
4.1.3

Migration and churn

Below we consider the migration patterns of people in the Bay of Plenty, that is, where its
population comes from, goes to and moves within the Region. This provides some insight
into the region‟s current sources of population growth.
This insight could be complemented by further research aimed at understanding the drivers
of the region‟s migration and how different drivers might support population growth under
various growth scenarios. For example, an inflow of highly qualified, big city folk from within
New Zealand or from overseas to Tauranga may generate a demand for high quality,
densified residential and commercial developments. Such developments could give them
accessibility and affordability as well as the Bay lifestyle they prefer.
They come...
The Bay of Plenty saw almost 80,000 people become residents between 2001 and 2006,
due to inward migration to the Region and natural population growth.
The main sources of people migrating into the Bay of Plenty Region between the 2001 and
2006 Censuses were:
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from overseas (24 percent), Waikato Region (18 percent) or Auckland (17 percent);



the remainder came from a variety of regions across New Zealand, each accounting for
less than 5 percent of inward migrants to the Bay.

Natural population growth (including the children of inwardly migrating families that were
born between the Censuses) accounted for just under one quarter (23 percent) of the Bay of
Plenty‟s inter-Censal (gross) population increase.
These statistics highlight the importance to the Bay of Plenty of inward migrants from
overseas or New Zealand‟s large metropolitan regions.
...they go...
Almost 29,000 residents left for other regions in New Zealand and around 44,500 people left
for overseas or due to natural decline.

7

Almost two thirds of the people migrating out of the Bay of Plenty to elsewhere in New
Zealand went to regions with major metropolitan centres: Waikato (32 percent), Auckland (25
percent) or Wellington (9 percent).
...but most stay.
Over two thirds of the Bay of Plenty‟s remained within the Bay between censuses. However,
there is a lot of population churn within the Bay of Plenty. For example, just over half of the
people leaving Whakatane between 2001 and 2006 moved to the rest of the Whakatane
District or elsewhere in the Bay of Plenty Region. Half of the people migrating to Whakatane
came from the rest of the Whakatane District or the rest of the Bay of Plenty Region.
4.1.4

Age structure

A notable feature of the region‟s population is its age structure, shown in Figure 4.4 below.
On average, the Bay of Plenty tends to have a higher proportion of non-working age people,
8

that is people aged 0-14 years and 65 years plus , than New Zealand as a whole. There are
notable contrasts between the region‟s two largest centres, Tauranga and Rotorua. Rotorua

7

StatisticsNZ does not capture statistics on people that left the Bay of Plenty for overseas, or who died between
Censuses. We estimate that around 32,500 people left the Bay of Plenty for overseas and Ministry of Health
statistics indicate that 12,190 people died during the five years from 2001 to 2005. Therefore, gross population
decline due to outward migration or natural causes was around.73,500 people between 2001 and 2006.
8

The upper threshold is a conventional retirement age. However, it is worth noting that the labour force
participation rate of people aged 65+ has trebled from around 6 percent in the early-mid 1990s to over 17 percent in
late 2010. However, this rate is still one quarter of the working age population average rate of 68 percent.
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has a relatively small share of the population over 65 and a relatively high share of younger
residents.
Figure 4.4 Age distribution of Bay of Plenty population, 2006

The relatively high proportion of non-working age people in the Region is matched by a
relatively low proportion of people in the 15-39 year age bracket.
The age distribution has implications for region‟s economic development potential. First,
there may be a potential shortage of young, skilled workers. Second, the older population
group has disproportionately low workforce participation, but also tends to have a higher
demand for health and other support services.
As such, a key consideration in designing population strategy to support the Bay of Plenty‟s
growth aspirations may be to attract, train and retain people in the young working age group.
4.2

Production

Table 4.2 shows the GDP (in 2010$ dollar terms) by sector in the Bay of Plenty‟s regional
economy in 2000 and 2010. The regional economy suffered a general contraction in 20092010, although its primary sector was resilient. Over the last decade, however, it grew
slightly faster (2.5 percent per annum) than the national economy (2.3 percent per annum).
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Table 4.2 Real GDP and growth in the Bay of Plenty Region, 2000-2010
Real GDP (2010$m)
Sector

2000

2010

Primary

1,014

1,327

Manufacturing

1,317
460

Retail and Distribution
Business Services

Construction

Recreation Services

Average growth rate % p.a.
2009-2010

2000-2010

1.4

2.7

1,411

-3.6

0.7

475

-11.7

0.3

1,616

1,963

-2.2

2.0

2,298

3,325

1.9

3.8

242

302

4.8

2.3

Social Services

1,017

1,371

-3.9

3.0

Bay of Plenty Region

7,964

10,175

-1.2

2.5

148,937

187,802

-0.4

2.3

New Zealand

Source: BERL, Statistics NZ

The region‟s largest and fastest growing industries are mainly in the primary and business
services sectors. This reflects the region‟s strong resource base and export orientation. On
average, this orientation has let the Region grow more quickly than the nation, on average,
over the last decade.
The region‟s GDP growth (2.5 percent p.a.) has more than kept up with its rapid population
growth (1.2 percent p.a.) over the past decade. This helped to lift average incomes per
person by 1.3 percent p.a. on average. This rate was higher than the national average of 1.1
percent p.a. over the same period.
Table 4.3 Real GDP per capita in the Bay of Plenty Region, 2000-2010
Bay of Plenty
Region

Real GDP
(2010$m)

Population

Real GDP
per capita

2000

7,964

240,897

$33,059

2010

10,175

270,406

$37,627

0.9

-0.7

1.2

1.3

Average growth rate % p.a.
2009-2010

0.2

2000-2010

2.5

Source: BERL, Statistics NZ

While people in the Bay of Plenty have experienced growing real incomes over the past
decade, the recession in 2009/10 illustrates that income per person cannot simply be
assumed to grow. The insipid growth in output (0.2 percent) relative to population growth
(0.9 percent) in 2010 meant the average resident in the Bay of Plenty Region could afford to
purchase less than in 2009 (-0.7 percent). The region was particularly exposed to the global
slow down due to its high proportion of exporting industries (see section 4.3.1).
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4.3

Employment

Tauranga is the main centre of employment for the region, with Rotorua a secondary centre
and Whakatane a regional centre.
Figure 4.5 Employment in the Bay of Plenty Region by Territorial Authority, 2010

The linkages between the settlements are important to the Region in terms of people‟s
residential and employment location choices. Tauranga has direct links to four other
settlements including two of the three regional centres (Rotorua and Whakatane). The
smaller centres also play key roles. For example, Whakatane has five settlement links, and
towns such as Te Puke support two smaller rural centres (Maketu and Paengaroa).
Employment in the primary sector is relatively high in the Bay of Plenty compared to the rest
of New Zealand, as shown in Figure 4.6. These industries are particularly strongly involved
in the export sector, and as such are a key plank underpinning economic growth and lifting
income per person. For example, in 2010, the Western Bay of Plenty had almost 1,500 full
time equivalent (FTE) kiwifruit growers, over 900 dairy and beef farmers, and a further 3,250
FTEs servicing its agriculture sector. Altogether the agriculture sector accounted for just
under half (45 percent) of the District‟s employment.

31

The state of readiness of the BOP‟s infrastructure
Bay of Connections Governance Group
May 2011

Figure 4.6 Composition of employment by Territorial Authority, 2010

Figure 4.7 below shows the employment by industry in the primary sector. It is generally
about 90% in the horticulture and agriculture industries with smaller shares in forestry (with
the exception of Kawerau), fishing and mining (mainly for aggregate/gravel). This
employment generates large volumes of output per employee. Together, the high proportion
of employment and the high value of output make this an important sector for the region.
Figure 4.7 Employment in primary sector industries by Territorial Authority, 2010

Tauranga is the only local authority with a sizable proportion of its primary employment
currently in the fishing industry to date. Opotiki – and possibly Whakatane – is likely to
increase the level, and proportion, of its employment in that industry as the aquaculture
developments there proceed.
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Kawerau and Rotorua have much larger shares in
forestry. In Kawerau, employment in the forestry
dominates its primary sector employment. More
than one third of Rotorua‟s primary sector
employment is in forestry, reflecting its proximity
to major forests, research facilities such as Scion
Waipa Mill, Rotorua

and processors such as Red Stag‟s Waipa Mill.
4.3.1

An export powerhouse

The Bay of Plenty region is a major export producer. This is particularly significant given the
government‟s EGA objective of lifting exports to 40 percent of gross domestic product.
Almost one third of its employment is in export-related industries, which is substantially
above the national rate of 24 percent in 2010. The concentration of primary production in the
rural and less urbanised areas of the Bay see between 31 and 60 percent of employment in
some areas in these industries, as shown in Table 4.4 below.
Table 4.4 Employment in export industries by Territorial Authority, 2010
Territoral authorty employment
(%)
Primary Industries
Primary-linked Indsutries
Transport and Storage Industries
Export Industries

Tauranga

Western
BOP Whakatane

Opotiki Kawerau

Rotorua

Bay of
Plenty

New
Zealand

5.2

46.0

18.5

45.1

1.7

9.0

14.6

8.2

10.1

10.9

10.5

1.9

49.4

11.8

11.4

11.8

5.5

2.9

2.2

1.8

1.7

3.2

4.0

3.9

20.8

59.7

31.2

48.8

52.9

24.0

29.9

24.0

Source: BERL, Statistics NZ

The export industries also tend to be highly productive. An increasing share of employment
in these industries has the potential to lift per capita incomes. This will particularly be the
case if this growth is oriented to value-added industries in the processing and manufacturing
sectors drawing on the local forestry and aquaculture industries, for example.
The impact may be reinforced by the Bay of Plenty‟s manufacturing sector record of
delivering ongoing productivity improvements, as shown in Table 4.5 below. This sector has
consistently outperformed the national average, growing by 1.1 percent over the past decade
(compared to 0.6 percent nationally).
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Table 4.5 Productivity (GDP per FTE) by sector, 2010
Productivity (GDP$/FTE) Average growth rate % p.a.
Sector
Primary
Manufacturing

2000

2010

2009-2010

2000-2010

83,259

86,976

1.9

0.4

106,215

118,181

0.6

1.1

Construction

62,964

56,116

-1.8

-1.1

Retail and Distribution

68,291

71,249

-1.5

0.4

Business Services*

154,079

178,820

6.1

1.5

Recreation Services

55,014

48,116

-1.1

-1.3

Social Services

69,550

65,357

-3.2

-0.6

Bay of Plenty*

85,739

89,775

0.6

0.5

New Zealand*

90,066

94,559

1.1

0.5

Source: BERL, Statistics NZ

* excl o wner-o ccupied dwellings secto r

Such growth is also critical to overcoming the “low-skill, low wage makeup of the local
9

economy” of the western Bay of Plenty, identified in the SmartGrowth research , which is
also an issue for the Region as a whole.
4.3.2

Employment density

Figure 4.8 shows the density of workplace employment per hectare across the region.
Figure 4.8 Workplace employed density in Bay of Plenty Region, 2010

9

SmartGrowth Strategy and Implementation Plan May 2007, p. 132.
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The employment pattern broadly mirrors the population densities shown earlier. However,
there are some notable differences. In particular, there are greater employment densities at
the core of the urban areas, and a clear spike in Kawerau. The latter also highlights that the
employment density tends to be relatively higher than population density in this area.
4.3.3

Employment growth

Table 4.6 sets out the Bay of Plenty‟s employment growth over the last decade by local
authority.
Table 4.6 Employment and growth by Territorial Authority, 2000-2010
Territorial Authority
Employment

Employment (FTEs)
2000

2000-2010

2010 Change (#)

Tauranga

34,114

45,491

11,377

Rotorua

25,009

26,994

Western Bay of Plenty

11,276

15,143

Whakatane

9,786

11,837

Opotiki

2,373

Kawerau

2,647

Bay of Plenty
New Zealand

Change (%) Average %p.a.
33.3

2.9

1,985

7.9

0.8

3,867

34.3

3.0

2,051

21.0

1.9

2,835

463

19.5

1.8

2,457

-191

-7.2

-0.7

85,206

104,757

19,552

22.9

2.1

1,516,853

1,835,706

318,854

21.0

1.9

Source: BERL, Statistics NZ

Reflecting patterns of population growth, employment in Tauranga has increased by about
33 percent between 200 and 2010 (2.9 percent per annum average). The growth in
employment in Tauranga accounts for around 60 percent of total employment growth for the
whole region over the last decade. Employment also grew rapidly in Western Bay of Plenty
at almost 34 percent (3.0 percent per annum average).
Growth further east was more modest, but still substantial. Employment in Whakatane grew
by 21 percent and Opotiki by 19.5 percent. Rotorua grew by 7.9 percent over the period.
Kawerau experienced a loss of employment opportunities, declining by 7 percent. The
shares of each area in the total employment in the Bay of Plenty are as follows.
Table 4.7 Share of employment in the Bay of Plenty by Territorial Authority, 2000-2010
Territorial Authority
Employment
Tauranga
Rotorua
Western Bay of Plenty
Whakatane
Opotiki
Kawerau

Share of employment
Change
2000
2010 (%age points)
40.0
43.4
3.4
29.4
25.8
-3.6
13.2
14.5
1.2
11.5
11.3
-0.2
2.8
2.7
-0.1
3.1
2.3
-0.8
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Tauranga and the Western Bay of Plenty District (probably because of interactions with
Tauranga) have increased their proportion of the region‟s total employment over the period.
Combined these two adjoining areas accounted for over two thirds of the region‟s
employment in 2010. There has been a drop in the other districts share of employment.
Rotorua in particular saw a marked drop in its level of employment relative to Tauranga (from
almost 75 percent of Tauranga‟s employment levels in 2000 to 60 percent in 2010).
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Councils’ growth projections and policies

5

This section summarises population growth projections used by the six councils for long-term
and asset management planning. A separate appendix to this report provides detail on the
councils‟ growth projections and policies.
For our study, it is important to examine the basis of the growth projections use by the
councils within the Bay of Plenty. Firstly, this will allow us to identify similarities and
differences in the approach taken and data used in forecasting growth. Secondly, this will
give us a starting point from which we can assess a business as usual growth scenario.
The table below summarises the main observations derived from the examination of
council‟s financial and asset management plans and interviews with council staff.
Table 5.1 Summary of councils’ growth projections, policies and issues
Council

Key Issues

Tauranga CC

Growth: Tauranga‟s rapid growth is expected to continue. This
presents both opportunities and challenges for Tauranga.
The region‟s population is expected to grow by 42,460 people between
2011 and 2031. Of this, 27,200 additional people (64.1 percent of the
projected growth) are expected to be accommodated in Tauranga.
Funding: Funding growth is a significant issue in Tauranga. A heavy
reliance on debt supported by revenue from development contributions
to fund growth related infrastructure has made transparent the
inherently volatile nature of these cash flows.
Any downturn in development naturally impacts on Council‟s ability to
service debt. Conversely, accelerated development will increase the
need for investment. Overall, the costs of growth are highly visible in
Tauranga and meeting these costs whilst containing rates rises has
proved to be a significant challenge for the Council.

Western Bay of

Growth: After Tauranga WBoP is the second fastest growing area of

Plenty DC

the region.
A further 8,400 people (or 19.8 percent of total regional growth) are
expected to settle in Western Bay District between 2011 and 2031.
Investment in the transport network has not matched growth rates.
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Rotorua DC

Stormwater is an area where there has been some lag in RDC‟s asset
investment over recent years
The most important environmental issue facing Rotorua District is that
of lake water quality of the district‟s 14 Lakes.

Whakatane DC

Growth: The main growth and demand effects are expected to occur
in Whakatane and Ohope where upgrades to infrastructure due to
residential growth and levels of service are expected.
A key weakness perceived of the Whakatane catchment is its
propensity for natural disasters. Route security is currently under
investigation and findings should be included in the next review.
Demand for industrial land in Whakatane is seen to be held back by
trucks having to skirt around the town rather than pass through it.
Although water is recognised by the Council as an area where
intensive work is needed to maintain the network, affordability issues
have led to a number of projects that would have increased levels of
service (totalling $8m) being deferred between one and three years.

Kawerau DC

Growth: Kawerau‟s current population is around 7,000 with no
significant growth or decline projected. Kawerau‟s infrastructure is
designed to meet the needs of a population of 15,000.
Funding: The Council is also financially secure, with no debt, and is
putting aside the funding required for asset replacement required in
the future.
Kawerau has the infrastructure capacity to accommodate significant
growth.

Opotiki DC

Funding: Due to a deliberate focus on reducing debt over the last few
terms, Council is well placed to borrow to advance key capital projects
at appropriate times over the next ten years.
In times of prolonged, heavy rainfall and when Environment BoP stopbank floodgates close, the township can no longer discharge
stormwater.

Bay of Plenty RC

There are no obvious deficiencies or gaps in the provisions of flood
protection infrastructure in the Bay of Plenty, assuming current growth
levels and climatic conditions persist.
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6

BOP’s present infrastructure capacity

In this section we describe the present local government infrastructure capacity within the
Bay of Plenty. This will give us a baseline position against which we can assess the region‟s
overall capacity required in a growth scenario that reflects the Government‟s EGA outcomes.
6.1

Current and future state

The review of the BOP‟s local government infrastructure capacity assesses both current
capacity and planned future capacity. This involved reviewing existing plans and
documentation (including long term plans, asset management information, and national
plans) as well as interviews with key council staff and stakeholders.
6.2

Summary of the present infrastructure capacity

An important aspect of councils‟ financial asset management planning is the development of
future growth forecasts to enable infrastructure maintenance, renewal, and expansion to be
matched to growth. For our study, it is important to examine the basis of the growth
projections use by the councils within the Bay of Plenty. Firstly, this will allow us to identify
similarities and differences in the approach taken and data used in forecasting growth.
Secondly, this will give us a starting point from which we can assess a business as usual
growth scenario.
The situation within the Bay of Plenty is essentially one of three contrasting positions.
6.2.1

The western areas: Tauranga and Western Bay of Plenty

For Tauranga and Western Bay of Plenty the issues revolve around rapid growth and,
notably for Tauranga, the challenge of funding the debt associated with infrastructure
provision when revenue from development contributions is cyclical and there is a strong
resolve to limit rates rises.
6.2.2

Rotorua

For Rotorua, stability appears to be the main characteristic, with modest growth and
essentially well developed and affordable plans for infrastructure provisions.
6.2.3

The eastern areas: Whakatane, Kawerau and Opotiki

For the three eastern areas of Whakatane, Kawerau and Opotiki, there is obvious potential
for alignment between the three councils. Kawerau is possessed of a surplus of
infrastructure and is in a strong position to fund future asset management requirements. It is
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also in the process of expanding the zoned land available for industrial/commercial activity in
the town. However, population decline is visible as coastal areas become increasingly
attractive as residential locations. Whakatane is therefore required to provide for growth.
Opotiki is well placed to deal with a business as usual future but any significant growth will
place pressure on what is a very tight funding position.
6.3

Detailed information on the present infrastructure capacity

Table 6.1 below summarises the Bay of Plenty‟s local government infrastructure assets by
territorial authority based on our documentation review and information provided by council
staff. Appendix 2 details each council‟s current infrastructure assets.
In aggregate, the Territorial Authorities and Regional Council have recorded infrastructure
assets of just over $5.1 billion in replacement value terms. Two thirds of this asset is located
in Tauranga (47 percent) and the Western Bay of Plenty (18 percent). Whakatane
(12.6 percent) and Rotorua (10.7 percent) are the next two areas with the greatest recorded
infrastructure assets.
Table 6.2 summarises the planned local government expenditure on infrastructure between
2010 and 2019, based on a review the councils‟ long term and asset management plans.
Appendix 2 also tabulates of each council‟s annual capital expenditure over this period,
which underpins the summary below.
Over the next 10 years, the Territorial Authorities and Regional Council plan to spend over
$2.17 billion for asset renewals, to cater for growth and to enhance of the level of service of
its infrastructure. Just under half of this - $1.08 billion – is for growth. Of this, 80 percent is
planned for Tauranga (72 percent) and the Western Bay of Plenty (8 percent). Rotorua is
the second largest area investing around 17 percent of the capex planned for growth.
We note that the Bay of Plenty Lifelines Group, a collective nonexecutive organisation, is
currently finalising a report on a study into the vulnerability of the region‟s lifeline utilities.

10

A number of these types of infrastructure are covered in our report. As such, the
Vulnerability Study complements this report. It provides a detailed overview of much of the
infrastructure that our study focuses on, and highlights interdependencies between and risks
to the infrastructures.

10

Lifeline utilities are entities that provide infrastructure services to the community such as water, wastewater,
transport, energy and telecommunications.
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Table 6.1 Current local government infrastructure assets by territorial authority, 2010
Tauranga
Units

No.

Western BoP

Value $'000
Total

No.

Whakatane

Value $'000

Unit

Total

No.

Kawerau

Value $'000

Unit

Total

No.

Value $'000

Unit

Total

Unit

Transport
Roads unsealed

km

203

km

220
661

29,006

Roads sealed, rural

398,198

569

Roads sealed, urban

km

144

86,748

130

42

Total roads

km

516

280,486

544

1,025

513,953

501

902

259,233

287

42

16,222

386

Bridges

no.

15

25,250

1,683

107

25,061

234

154

39,454

256

1

1,014

1,014

Footpaths

km

648

41,917

65

147

9,027

61

194

17,373

90

90

5,370

59

Road furniture
Total value

57,384

42,590

8,700

2,098

405,037

590,631

324,760

24,704

Waters
: Stormwater
Pipes

km

705

221,664

314

121

76,490

633

104

50,429

486

SW Drains

km

78.8

14,206

180.4

31.7

2,596

81.9

36.2

1,463

40.4

Drainage

km

Dams

no.

Pump stations

no.

1,651
3

Total value

190

63

13,336

294

12,539

1

101

101

19

883

46

6

1,027

171

17

6,040

355

236,060

45

81,864

71,354

13,336

: Potable water
Connections

no.

50,061

People served

no.

110,826

Pipes and pumps

km

1,257

168,625

134

669

109,672

164

520

86,582

167

70

Reservoirs

no.

44

27,639

628

27

12,880

477

32

5,606

175

3

Pump stations

no.

4

12,916

3,229

20

716

36

17

3,573

210

2

Total value
Volume - actual use

40,532

74

249,712
m3/day

3,129

12,235

31,000

8,626

6,921

126,397 *

24,657

104,387

4,227

Volume - potential (capacity)

2,657

30,340

22,000

15,595

3,800

10,333

11,000

: Wastewater
Connections

no.

47,547

People served

no.

111,426

Rising mains

km

78

22,414

287

64

40,353

631

35

11,509

331

1

Gravity mains

km

1,020

188,933

185

180

60,754

338

144

36,938

256

52

Pump stations

no.

158

32,938

208

58

16,983

293

48

7,467

156

2

Treatment plants

no.

2

71,944 35,972

3

16,108

5,369

6

7,364

1,227

1

Total value

34,051

35

350,280

Community (parks, reserves, theatres, etc)

5,932

8,366

15,800

12,722

6,921

140,130

399,564

63,278
Other

399,564

4,468
15,463

80,016

Airport
Total value

2,657

22,590

1,000

0

81,016

0

0

0

0

§

Land

770,746
Total value

770,746

Flood protection
Erosion Protection

km

Pump Stations

no.

Stopbanks

km

6.5

Structures

no.

5

Waterways

km

Total value
Total (replacement value, $000s)
Population (2010)
Total per capita ($/person)
Notes:

§

S

0

0

0

0

2,411,399

939,023

644,795

75,503

110,826

44,430

33,209

6,767

21,758

21,135

19,416

11,158

Excludes land under roads.

* WBoP DC also has 18 intakes
($9.77m) and 11 treatment plants
($3.06m) in potable w ater
assets.
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Opotiki
Units

No.

Rotorua

Value $'000
Total

No.

Unit

BoPRC

‡

Value $'000
Total

No.

TOTAL

Value $'000

Unit

Total

No.

Value $'000

Unit

Total

Unit

#

Transport
Roads unsealed

km

187

Roads sealed, rural

km

127

Roads sealed, urban

km

Total roads
Bridges
Footpaths

km

†

†

179

111,298

354

27

17,566

658

km

341

128,864

378

1,003

219,400

219

no.

51

14,520

285

96

12,400

129

424

117,699

412

24,900

60

1,491

100,610

824

2,023

Road furniture
Total value

520

4,700

274,791

261,400

3,829 1,418,158

0
0

115,992
1,881,323

Waters
: Stormwater
230

0

0

1,205

361,919

147

18,265

89

14,189

Pipes

km

SW Drains

km

Drainage

km

89.1

Dams

no.

3

23

984

Pump stations

no.

2

28

7,257

Total value

1,520

57,100

0

461,233

: Potable water
Connections

no.

People served

no.

Pipes and pumps

km

Reservoirs

no.

Pump stations

no.

0

0

24,000

89,027

52,287

5,760

52,958

237,805

0

103

688

3,306

364,879

22

128

46,125

16

65

6

Total value
Volume - actual use

15,420
m3/day

179,100

0

17,205
697,016

1,500

Volume - potential (capacity)

4,500

: Wastewater
Connections

no.

58,605

People served

no.

156,737

0

Rising mains

km

177

74,276

Gravity mains

km

1,396

286,625

Pump stations

no.

266

57,388

Treatment plants

no.

12

136,884

37,000

Total value

52,705

7,225

37,000

0

613,376

Total value

0

0

0

480,580

Total value

0

0

782,146

Community

Land

11,400
11,400

Flood protection
Erosion Protection

km

47

23,263

495

47

Pump Stations

no.

12

7,040

587

12

7,040

Stopbanks

km

34

136,632

4,019

41

136,632

Structures

no.

5

9,704

Waterways

km

48

13,418

280

48

13,418

9,704

Total value
Total (replacement value, $000s)
Population (2010)
Total per capita ($/person)
†

23,263

0

0

190,057

190,057

298,955

546,000

190,057

5,105,732

8,779

66,395

270,406

270,406

34,053

8,224

703

Rural sealed + unsealed roads
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‡

Book value (July 2008 dollars)

18,882
#

Unit values not calcuated due
to incomplete quantity/value data.
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Table 6.2 Planned local government infrastructure expenditure by territorial authority, 2010-2019
(Value $'000)
By type
Transport
Stormwater
Potable water
Wastewater
Community
Land
Flood Protection
By expenditure category

Tauranga

Western
BoP#

432,894
184,205
227,656
310,321

183,313
23,800
183,300
32,600

Capex - Renewals
Capex - Growth
Capex - Level of Service
Total Capex

160,235
782,600
212,242
1,155,077

23,013
88,900
71,400
423,013

115,482
16,336
83,719
208,636

11,514
0
0
11,514

22,452
34.9

7,076
12.6

1,278
12.8

133,300
8.7

51,500
8.2

34,500
6.0

Population grow th 2010-2019
Capex - grow th ($'000) per additional person†
Projected population, 2019
Total Capex (2010-2019) per person in 2019
Notes:

Whakatane Kawerau*
134,000
11,611
26,945
36,080

3,543
7,191
780

Opotiki
12,373
416
1,114
1,526

Rotorua

BoPRC

150,152
11,637
28,997
145,299

TOTAL
914,503
233,441
475,203
526,606

22,040

22,040

15,429

122,751
184,950
28,384
336,085

9,940
2,100
10,000
22,040

442,935
1,083,866
405,745
2,171,794

-57
0.0

196
45.9

4,382
42.2

35,328
0.1

35,328
30.7

6,700
1.7

8,950
1.7

70,800
4.7

305,750
0.1

305,750
7.1

0
8,980

N.b. This table reported planned expenditure on local government infrastructure. Comprehensive information on the total quanity of infrastructure by type that is
planned out to 2019 is not available in the council plans and documentation that w ere used to compile this table.
#

The breakdow n for Western BoP by expenditure category is for the Transport category only.
* Kaw erau Transport/Stormw ater expenditure split equally across categories in the Regional Total figures.
†
Total capex per additional person calculated based on total capex across all territorial authorities plus the Regional Council.
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7

Projections

The sections above provide a picture of the Bay of Plenty‟s current position in terms of its
infrastructure, population and economic strengths. Understanding the growth path of GDP
per capita and the region‟s future infrastructure needs requires a set of projections: one for
the population and one for the economy. In this section we present these projections to the
EGA horizon of 2025.
We begin by outlining a „business-as-usual‟ (BAU) population and economic growth scenario
and then contrast this with the growth required to meet the EGA per capita income target.
This analysis shows that business as usual will not meet the EGA target. The difference
between these two paths indicates the likely stretch that is required.
We examine some directions that stakeholders in the Bay of Plenty may pursue to close this
gap. In particular, we analyse how different patterns of population and economic growth in
the region may be best harnessed to meet the government‟s targets. We aimed to take into
account how to meet these targets in a way that is consistent with the aspirations of the
Region, iwi, its people, and within the context of the region‟s local government infrastructure.
7.1

Population projections

Population growth is a key driver of economic activity in the Bay of Plenty. It affects the
scale and skills/experience of the workforce and the size of the market for a wide range of
goods and services. As we note in section 9, how and where this growth is accommodated
can also have an important impact on the population‟s employment opportunities and GDP
per capita.
We base our 2025 projection on the actual 2010 population by territorial authority and subnational population projections to 2026 published by StatisticsNZ. We use annual growth
rates based on StatisticsNZ‟s high growth forecasts for the period 2011 to 2026.

11

The

projected level in 2025 assumes that the growth predicted between 2021 and 2026 occurs at
a constant rate. The increases in population that result are set out in Table 7.1.

11

The use of the high growth forecasts is considered appropriate for the Bay of Plenty Region, in light of its
substantial growth over the past decade, which has typically been higher than the Statistics NZ medium forecasts.
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Table 7.1 Projected population in the Bay of Plenty Region by TA, 2010-2025
Territorial Authority
Population

Actual

Projection

Change

Average %p.a.

2010

2025

2010-2025

2010-2025

Tauranga

110,826

149,050

Rotorua

66,395

Western Bay of Plenty

44,430

Whakatane
Opotiki
Kawerau

2.0

73,700

7,305

0.7

56,150

11,720

1.6

33,209

35,100

1,891

0.4

8,779

9,100

321

0.2

6,767

6,600

-167

-0.2

270,406

329,700

59,294

1.3

4,204,945

4,982,650

777,705

1.1

Bay of Plenty Region
Total New Zealand

38,224

Source: StatsNZ, BERL

Table 7.1 shows that the region‟s population is projected to grow by just under 60,000
people in the next 15 years, an average of 1.3 percent per annum.
The important insight these projections provide is that population growth is expected to
remain heavily concentrated within Tauranga and to a lesser extent the Western Bay of
Plenty. By 2025, Tauranga will constitute 45.2 percent of the region‟s population. Tauranga
and Western Bay combined will account for over two thirds (67.6 percent) by this time.
From an infrastructure perspective, providing for growth is critical. Whilst the region‟s
population is expected to grow by just over 59,290 people between 2010 and 2025, 38,220
additional people (64.5 percent of the projected growth) are expected to be accommodated
in Tauranga and a further 7,300 (12.3 percent of the growth) in Western Bay District.
Combined these two areas account for over three quarters (76.8 percent) of the region‟s
population growth between 2011 and 2025.
7.2

Economic projections

To analyse how GDP per capita will grow, we need to understand what the economies of the
Bay of Plenty and New Zealand would look like in the future if they continued to grow at their
current trend.
7.2.1

Employment projections

We use BERL‟s model of the New Zealand economy to project the shape of the national
economy in a 2025 BAU scenario, which is adjusted for application to the Bay of Plenty
Regional economy.

12

Employment in the Bay of Plenty has grown faster than the population

12

BERL developed a BAU scenario for the New Zealand economy to 2026 using our Computable General
Economic (CGE) model. This model provides an average annual growth rate of GDP and employment for each
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in general in the recent past. However, the projection reflects the anticipated moderation in
population growth and the region‟s demographics, which affects the pool of labour available
over time. As a consequence, we assume that employment grows at the same rate as the
population. Table 7.2 below sets out the BAU projections for full time equivalent (FTE)
employment in the Bay of Plenty to 2025.

13

The CGE model allows for growth constraints across the national economy. However, the
current demographics in the Bay impose some constraints that are specific to this region.
The region‟s aging population could limit additional participation in the labour force in the
near term. The relatively high proportion of young people, not yet of working age, will
provide an increased flow of working age people over the medium term. As these new
workers will initially be relatively unskilled, however, this poses a productivity risk. To
contribute to achieving the EGA target, these workers will need education, vocational
training, and workplace mentoring programmes to ensure skill and knowledge transfer from
increasingly scarce experienced workers to new workers.
Table 7.2 Projected employment (FTEs) by territorial authority in the Bay of Plenty
Region, 2010-2025
Territorial Authority
Employment

Actual

Projection

2010-2025

2010

2025

Change (#) Average %p.a.

Tauranga

45,491

60,900

15,409

2.0

Rotorua

26,994

29,900

2,906

0.7

Western Bay of Plenty

15,143

19,050

3,907

1.5

Whakatane

11,837

12,500

663

0.4

Opotiki

2,835

2,950

115

0.3

Kawerau

2,457

2,400

-57

-0.2

Bay of Plenty

104,757

127,750

22,993

1.3

New Zealand

1,835,706

2,111,950

276,244

0.9

Source: BERL, Ascari Partners

Table 7.2 shows that employment in the Region is projected to grow by just under 23,000
people in the next 15 years, which matches the population growth rate of 1.3 percent per
annum.
By assuming a continuation of existing patterns of industry, we have projected the
distribution of employment by sector, as set out below:

sector of the national economy. These growth rates have been adjusted to reflect historical differences in the
growth rates in the Bay of Plenty economy relative to the New Zealand economy. We apply the projected regional
growth rates by sector to the region‟s 2010 base to generate a 2025 BAU scenario.
13

It should be recognised that given the period over which forecasts are made the results are subject to
considerable margins of error. The projections have been rounded to avoid spurious accuracy.
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Table 7.3 Projected employment by sector in the Bay of Plenty Region, 2010-2025
Sector Employment
(FTEs)

Actual

Projection

2010-2025

2010

2025

Change (#) Average %p.a.

Primary

15,260

18,350

3,090

1.2

Manufacturing

11,942

12,350

408

0.2

8,457

8,900

443

0.3

Retail and Distribution

27,552

31,950

4,398

1.0

Business Services

14,289

17,550

3,261

1.4

Construction

Recreation Services

6,274

8,500

2,226

2.0

Social Services

20,983

30,200

9,217

2.5

Bay of Plenty

104,757

127,750

22,993

1.3

New Zealand

1,835,706

2,111,950

276,244

0.9

Source: BERL, Ascari Partners

This employment growth can be divided into different categories of transport demand, which
is shown below.
Table 7.4 Projected employment by Potential Freight Usage Types, 2010-2025

Employment by Freight Type

Actual

Projection

2010-2025

2010

2025

Change (#) Change (%) Average %p.a.

Heavy freight using industries

13,732

14,400

668

4.9

0.3

Moderate freight using industries

40,779

47,600

6,821

16.7

1.0

50,246

65,750

15,504

30.9

1.8

104,757

127,750

22,993

21.9

1.3

Minor freight using industries
Bay of Plenty

Source: BERL, Ascari Partners

About two thirds of the projected employment growth is anticipated to take place in sectors
that have a relatively low usage of freight, but where the movement of people (as workers,
suppliers and customers) is important. This has implications for the territorial authorities
transport network infrastructure, and also for its public transport systems.
7.2.2

GDP projections

The projection below uses a forecast from BERL‟s CGE model of the New Zealand
economy, and adjusts this for the historic growth patterns in the Bay of Plenty, as described
in section 7.2.1 above. For example, between 2000 and 2010, New Zealand‟s primary
sector grew at 1.7 percent per annum on average, while the Bay of Plenty‟s primary sector
grew at 2.7 percent per annum on average, almost one and a half times as quickly. Thus,
we adjust the projected national growth rate to allow for the faster growth trend in the Bay of
Plenty for this sector.

47

The state of readiness of the BOP‟s infrastructure
Bay of Connections Governance Group
May 2011

Applying the adjusted growth rates to the Bay of Plenty‟s current economic profile lets us
construct a 2025 BAU scenario for the Bay of Plenty. This is shown in Table 7.5.

14

Table 7.5 Projected GDP per capita in the Bay of Plenty Region, 2010-2025
Bay of Plenty Projected GDP
Region
(2010$m)

Projected
Population

Real GDP
per capita

2010 (actual)

10,175

270,406

$37,627

2015

11,705

290,000

$40,360

2020

13,495

309,850

$43,550

2025

15,590

329,700

$47,290

Average growth rate % p.a.
2010-2025

2.9

1.3

1.5
Source: BERL

Under a business-as-usual scenario, the region‟s economy is predicted to grow at around
2.9 percent per annum on average over the 15 year period to 2025.
Taken alongside a population growth rate of just over 1.3 percent per annum, GDP per
capita is projected to grow at just over 1.3 percent per annum. This would lift the average
income from $37,627 in 2010 to around $47,300 in 2025 (in constant dollar terms). This is
about two thirds of the increase required to meet the government‟s EGA target. We quantify
the growth target and examine the stretch required to meet this target in the next section.

14

While the Bay of Plenty and national overall economies have grown at similar rates over the past decade, this
approach may be less accurate at the sector level. For example, it may be too conservative for the Bay of Plenty‟s
primary and manufacturing sectors, which have tended to grow more quickly than the national average over the last
decade. On the other hand, it may over-estimate growth in the construction and social services sectors, which have
grown less quickly than the national average.
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8

The growth target and the stretch

In this section, we illustrate the growth in GDP and GDP per capita required to reach the
EGA target by 2025. In section 9 we examine different economic development opportunities
that could be harnessed to lift the region‟s growth path. In section 10 we present three
scenarios to illustrate how these options might contribute towards reaching the EGA target.
The government‟s Economic Growth Agenda aims to lift New Zealand‟s GDP per capita to
match Australia‟s level by 2025. The government also wants to increase exports to 40
percent of GDP. The export target requires New Zealand to lift the value of exports, from
$60 billion now to almost $160 billion over the next 15 years.
8.1

The stretch

The 2025 Taskforce headed by Dr Don Brash showed that GDP per capita was 1.38 times
higher in Australia than New Zealand in 2010. In dollar terms, the current gap is around
NZ$16,400 per person. The Taskforce estimates that this gap would widen to 1.42 times
New Zealand‟s level (a gap of approximately NZ$24,100 in constant dollar terms) based on
the current population and economic growth trends of the two countries.

15

This highlights that „business as usual‟ will not close the gap: the gap is expected to widen.
Achieving the Government‟s EGA growth objective requires a major change in how people
work, what we make and where we sell it. At a national level, achieving the target will
require the GDP growth to double and GDP per capita to rise at around 4.3 percent per
annum to reach $84,300 per person by 2025.
The average GDP per person in the Bay of Plenty in 2010 was around $37,600. This was
lower than the national average of $44,700. We assume, for this project, that the Bay of
Plenty makes its contribution to achieving the EGA target by lifting its per capita growth rate
to match the 4.3 percent target rate, rather than matching the national average GDP per
capita target.

16

Based on a target growth rate of 4.3 percent per annum and the Bay of Plenty‟s projected
population growth, this would lift GDP per capita to just over $71,000 per person in 2025 (in
constant dollar terms). However, this is not an insignificant task: it represents tripling the

15

2025 Taskforce (2010) Focusing on Growth. The Second Report of the 2025 Taskforce.

16

If the Bay of Plenty wants to match the national average GDP per capita of $84,300, the growth task would be
greater: it would have to grow GDP per capita at a rate of 5.3 percent per annum between 2010 and 2025. This is
more than four times the average growth rate in the Bay of Plenty over the past decade.
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average growth rate per capita in the Bay of Plenty compared to the previous decade. Table
8.1 shows how GDP per capita has to grow to reach the 2025 target for the Bay of Plenty.
Table 8.1 Target GDP per capita in the Bay of Plenty Region, 2010-2025
Bay of Plenty
EGA Target
Region
GDP (2010$m)

Projected
Population

Real GDP per
capita

2010 (actual)

10,175

270,406

$37,627

2015

13,490

290,000

$46,510

2020

17,810

309,850

$57,480

2025

23,420

329,700

$71,040

1.3

4.3

Average growth rate % p.a.
2010-2025

5.7

Source: BERL, 2025 Taskforce

The average income under the EGA in 2025 of $71,040 is around 90 percent higher than the
2010 level of $37,627. This is the gap that needs to be closed over the coming 15 years.
Under the BAU scenario, the average income will climb and to reach around two thirds of the
EGA level. This indicates a substantial gap: that is, the EGA level of $71,040 would still be
around 50 percent higher than GDP per capita in 2025 of $47,300 if it is business as usual.
Figure 8.1 illustrates the projected growth paths under the BAU scenario and that required to
meet the EGA target.
Figure 8.1 The BAU-EGA gap in GDP per capita, 2010-2025

This analysis highlights that business-as-usual will not be sufficient, and reaching the EGA
target will require the Region to stretch. Ensuring this stretch is well supported requires
infrastructure and direction towards its best opportunities.
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9

Development opportunities and strategic issues
Aquaculture is the fastest growing seafood sector and we have a unique and
exciting opportunity to become a world class aquaculture region.
- John Cronin, Regional Governance Group Chair

The Bay of Plenty has a clear strategic vision for its development, expressed in the BoPRC
Regional Economic Development Strategy and its subsequent sector strategies. BOP local
government‟s decisions will affect how this vision becomes reality, and can help lift the
Region on to the path towards the government‟s EGA target. These decisions need to be
guided towards lifting growth and productivity, as on-going population and economic growth
will only get the Region about half way towards the target.
9.1

17

Thinking about growth: two ways forward

The Bay of Plenty has a strong economy with a rich resource base, including fertile land,
supporting flourishing agriculture and horticulture sectors, energy and aquaculture
resources, and a growing population. Over the past decade its economy grew more quickly
than the national average, with GDP growth of 2.5 percent per annum, and in 2010 almost a
quarter of its employment was in export industries.
A second major strength of the region is its environment and desirable lifestyle. Attracted by
a growing economy and the Bay‟s lifestyle appeal, the region has had rapid population
growth in recent times. The population in Tauranga and the Western Bay expanded at more
than double the national rate in the 10 years to 2006, and at 1.5 times the national rate over
the past four years. This growth can be harnessed and can take advantage of recent
developments in thinking about economic geography: urban size and density can have a
positive effect on the type and pace of economic growth.
These strengths suggest two ways forward to lift towards the EGA target. First we can think
of the region capitalising on its resource base - a resource-based paradigm. Underpinned by
the Bay‟s economic development strategy, this should be oriented towards sectors where
there is global demand and the Bay has a comparative advantage or capability to deliver
jobs with increased value added. This will result in increased employment, exports and
higher incomes. We can express this as quality people follow quality jobs.

17

The recommendations given here focus on how local government infrastructure can be used to lift the Region
towards the EGA target. These recommendations do not represent a comprehensive regional economic
development strategy, but could inform aspects of an update of the Strategy.
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The region‟s second strength – its desirable lifestyle – offers a second way of thinking about
how to extract the greatest productivity and wellbeing for the region‟s residents based on a
new economic paradigm of the spatial economy. A coordinated spatial plan would reinforce
the environmental attraction of the region by designing high quality, sustainable urban forms,
thereby maximising the benefit of the lifestyle attraction. These forms will reflect the demand
for innovative ways of working and living. For example, sensibly designed intensive living
can bring high amenity value, with easy access to business facilities and services, as well as
a vibrant and well served community heart. This new form of growth can lift employment
rates, increase productivity, expand the economy and lift incomes. This idea is captured by
quality jobs follow quality people.
Economic growth creates jobs and business opportunities, and productivity lifts incomes.
But growth involves change, and the Bay‟s councils must be careful to enable growth that
plays to the region‟s strengths rather than eroding them. It is therefore critical that local
government in the Region has a coordinated growth strategy that enhances urban amenity,
thereby protecting its „lifestyle‟ attraction. For example, this may include increased access to
or use of waterfront land through intensified mixed use developments, along with the
creation or expansion of public spaces and facilities, such as marinas.
9.2

Mixed use intensification and urban density: trends and benefits

New Zealand‟s main urban areas increasingly see residences co-located with commercial
employment, which is described as mixed use. Increasingly, New Zealanders and its
business demand – and are willing to pay for – high quality and highly productive
developments that support such mixed use intensifcation.
A typical New Zealand suburban area has a density of 20/ha. Higher density urban areas
include, for example, the „town centres‟ of Hutt City (40 people/ha) and Upper Hutt (58
people/ha), Thorndon/Tinakori (77/ha) and up to 609 people/ha in the central city area of
Lambton in Wellington. In Auckland, Newmarket residential is comparatively high at 80
residents/ha, while Remuera has residential density of 40 residents/ha and employment of
180 people employed/ha.
The settlement pattern in the Bay of Plenty shows a similar pattern, with larger centres
having greater density. Urban density in the smaller settlements ranges between 3.2
people/ha (in Whakatane‟s urban area) to 11.0 people/ha in Opotiki. Tauranga sits at
around 8.5 people/ha and Rotorua almost the same at 8.4 people/ha, but density in the
central areas of these cities is substantially higher.
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Attractive mixed-use developments and urban amenity development encourage migration
that adds to New Zealand‟s economic capacity.

18,19

Permitting mixed-use, intensified

developments and increasing the amenity of urban can support high value industries as well
as attracting and retaining high skilled people in the regional economy. That is, as well as
improving the urban form, such developments tend to be associated with increased
employment opportunities, economic growth and productivity (which can lift incomes).
Table 9.1 shows that New Zealand residents, and more specifically people in the Wellington
region for example, are increasingly willing to live and work in the core and central areas of
our major cities. To some degree, the increased land values in these areas are likely to
reflect the increased amenity of urban intensification.
Table 9.1 Change in urban densities in CBD areas
2001 Resident
Population

Land
Area
CBD Areas

Ha.

Central Wellington
Wellington core
Central Auckland
Auckland core

2006 Resident
Population

Number Density /ha Number Density /ha

715

21,735

30.4

27,036

37.8

201

6,729

33.4

9,294

46.1

1,007

25,395

25.2

37,515

37.2

209

6,783

32.4

15,144

72.4

Source: BERL, Statistics NZ

2001 Workplace
Employed
CBD Areas

2006 Workplace
Employed

Number Density /ha Number Density /ha

Total Urban Density
People/ha.
2001

2006

Central Wellington

65,268

91

73,443

103

122

141

Wellington core

49,641

246

57,183

284

280

330

Central Auckland

81,441

81

95,439

95

106

132

Auckland core

42,654

204

47,013

225

236

297

Source: BERL, Statistics NZ

The benefits of higher density include:


employment in higher-value industries like business services, the creative industries
rather than more-extensive manufacturing and warehousing;



a broader range of employment opportunities resulting in higher labour force
participation rates.

18

Slack A, Wu J and Nana G (2007). Fiscal impacts of immigration 2005-06. BERL report to the Department of
Labour. Wellington.
19

Nana G, Sanderson K, and Hodgson R (2009). Economic impacts of immigration: Scenarios using a computable
general equilibrium model of the New Zealand economy. Wellington: Department of Labour.
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increased housing affordability: land value per resident even though land values per
hectare may rise (reflecting its greater value).



savings on infrastructure deployment



reduction in household expenditure on transport.

Previous BERL research on Wellington and Auckland has shown that lower density areas
tend to have relatively low generators of GDP per employee. The lower density areas tend
to have a relatively high proportion of the manufacturing and construction industries (15 to 23
percent), which are low generators of GDP per employee in these regions. The inner city
areas had a lower proportion of employment in these industries (5 to 6 percent). In contrast,
the relatively high generators of GDP per employee, employment in the business services
and finance industries is only 16 to 23 percent in the lower density areas, and is 37 to 38
percent in the high density inner cities. These effects meant that the industry-weighted GDP
per employee was between 11 and 16 percent higher in the dense inner cities than in the
lower density areas.
This effect is also seen at the Auckland Region at the time of the 2006 Census. Figure 9.1
shows that for areas with an average total density of under 20 people resident and/or at
workplaces per hectare, the average GDP generated is under about $70,000 per labour unit.
As the total density increases to 60 or 70 per hectare the industry profile of employment
changes such that the average GDP generated is over $75,000 per labour unit.
Figure 9.1 GDP per labour unit by urban density, 2006

Average GDP per labour unit
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As well as increases in labour productivity at higher density our empirical work also shows
that there are significant increases in population participation rate20 in areas with higher
density. This reflects the greater range of employment opportunities, especially in business
services. This allows more people to find employment that fits their lifestyle. Figure 9.2, for
example, shows the population participation rate and urban densities for various areas in
Wellington City. Those areas with high density, and higher participation, tend to be in the
inner urban areas, such as Lambton, Tinakori, Newtown or Kilbernie.
Figure 9.2 Wellington City inner urban population participation rate, 2006

Given the moderate urban densities in the Bay of Plenty, spatial planning that increases
density could assist with lifting average incomes. That is, denser environments can help to
increase the share of the population in employment, and as these people spend their greater
incomes this stimulates further activity. However, this simple correlation reflects a more
complex set of relationships. The urban form, services/amenities and the nature of
businesses attracted into an area are important factors. As such, sensitive planning is
required to ensure successfully execution.
Density can increase affordability rather than reduce it, while also lifting land values and the
number of rateable properties. In areas of Auckland with higher residential density, the land
value per hectare is higher, but the land value per resident is lower. For example, with 10-20
workers/ha, when residential density rises from 5-15 residents/ha to 35-45 residents/ha, land

20

The population participation rate (PPR) measures a population‟s active participation in the labour market, and is
an alternative to the labour force participation rate (LPFR). The former expresses the proportion of all people in an
area that are employed, while the latter focuses on proportion of working age people (15+ year olds) engaged in the
labour force (employed or unemployed seeking work).
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value/ha almost doubles from $3,408 to $6,378. However, land value/resident more than
halves from $340 to $159, as the average number of residents per hectare quadruples.
This positive relationship between density and land value per resident suggests that
increasing density has the potential to ease housing affordability. However this requires that
a greater proportion of the region‟s residents live in dwellings such as apartments or town
houses.
Figure 9.3 Housing affordability and urban density in the Auckland Region, 2006
Residential density / hectare
Workplace density
140 to 240 workers per hectare
Value/Hectare
Value/Resident
25 to 40 workers per hectare
Value/Hectare
Value/Resident
10 to 20 workers per hectare
Value/Hectare
Value/Resident
3 to 5 workers per hectare
Value/Hectare
Value/Resident

5 to 15

20 to 30

35 to 45

60 to 80

Land Value ($000s)
$21,598
$864

$32,241
$461

$5,883
$588

$7,368
$295

$8,853
$221

$3,408
$341

$4,893
$196

$6,378
$159

$2,047
$205

$3,532
$141

$5,017
$125
Source: BERL

We also find that land values rise with employment density, for example, with 5-15
residents/ha, land values rise from just over $2,000/ha with 3-5 workers/ha to around
$5,880/ha at a density of 25-40 workers/ha. This rise reflects greater productivity and
employment. For residents, this is also likely to reflect greater income and ability to pay. So
although locations that have both higher residential and higher employment density may
have higher land values per resident, these residents benefit from higher incomes,
compensating for the rising land values per resident.
Another advantage of density is that commuting generally involves a higher proportion of
active modes (walking, biking, etc) and public transport, reflecting the „nodal‟ nature of
residential and workplace „clusters‟.

21

The higher level of personal services, community

services, quality retail, for example, within the community can reduce the journeys for other
purposes also. These factors together can significantly lift household incomes and improve
the quality of life and social aspects of a community.

21

Clustered residential areas and workplaces allow transport nodes with higher traffic origin-destination pairings.
This supports higher frequency services, which in turn encourages greater PT use.
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Higher densities also promote savings on key infrastructure, such as schools, roads and
sewerage. Conversely, increased urban sprawl brings with it increased demand for
transport, water, waste removal and other types of social and physical infrastructure, which
are inevitably borne by the wider community such as through rates rises, traffic congestion,
and environmental degradation.
The cost of housing development in the periphery needs to incorporate associated
infrastructure cost (also called externalities in economic jargon). In Sydney, development
levies of approximately $100,000 per title reflect the additional infrastructural costs for new
housing on the city's periphery. In Auckland, a recent survey has pointed out that some
developers view infrastructure and reserve contributions as a constraint on development.
While they accept that development and infrastructure contributions are necessary, they are
concerned with the lack of transparency regarding how their contributions are calculated and
how fairly they are applied.
Dormitory suburbs at great distance from employment and services have not proven to be
sustainable and the benefits of cheaper homes are often offset by higher transport costs and
lack of access to services and employment. Urban sprawl that results in dormitory suburbs
at great distance from employment and services negates the benefits of cheaper homes
through higher transport costs, wasted time, and poor access to services and employment.
Ironically, this will be felt most by those who least can afford to own their own property those on low and fixed incomes. A Melbourne study showed that low-income residents on
the city's outer edges spent almost 40% of their income on transport to and from work.
9.3

Attracting people

The four most common reasons migrants chose New Zealand were the relaxed pace of life,
the environment, family, and employment opportunities (Department of Labour, 2009).

22

„The lifestyle‟ regularly came out in our field work as an important driver of people‟s choice to
live in the Bay of Plenty.
The attractiveness of New Zealand, especially in terms of the rate of economic growth
achieved, has been associated with increased rates of net inward migration. It therefore
seems logical to assume that a change that facilitates quality residential and business
development in a region will also tend to attract migrants to settle in that region.
The increased flow of immigrants combined with the retention of highly skilled people in the
Bay of Plenty represents a gain to both its economy and that of the nation. These people will
generate additional activity – rather than a transfer of activity from another region – adding to

22

Department of Labour (2009) New Faces, New Futures: New Zealand. Findings from the Longitudinal Immigration
Survey.
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both the region and the nation‟s economic base. While this can permit greater regional
growth by itself, paired with greater urban density, such immigration can also lift the
participation rate of its population in the labour market thereby creating further employment,
growth and higher incomes per person.
The attractiveness of New Zealand, especially in terms of the rate of economic growth
achieved, has been associated with increased rates of net inward migration. It therefore
seems logical to assume that a change that facilitates quality residential and business
development in a region will also tend to attract migrants to settle in that region.
9.4

Attracting business

The international evidence shows that countries and regions that make themselves more
attractive to residents and migrants can generate population growth. In turn, population
growth increases urban population density, productivity and economic growth.
Over time, higher value, dense urban settlements tend to have higher economic growth
rates. Combined with higher rateable land values, reflecting the willingness of residents and
businesses to pay for such development, this will permit further investment into the City and
region‟s infrastructure, contributing to a virtuous growth cycle. For example, by increasing
the attractiveness of the region, international cruise ships to Tauranga may schedule longer
stop-overs, thus encouraging international tourists to New Zealand to book longer trips.
Combined with a regional tourism package, this may support higher value tourism ventures
in Whakatane and Rotorua, for example. We explore the idea of regional cooperation below.
9.5

Cooperation: a growth dynamo

Growth does not have to be a competition: regional cooperation can enhance the collective
growth opportunities of individual urban areas and districts. For example, regional centres
and towns such as Whakatane and Opotiki are part of the regional settlement hierarchy.
Improving the urban form in these settlements can help achieve Tauranga City‟s growth
potential. They rely on Tauranga, but at the same time the relationship is two-way: they can
act as high functioning satellites to the City and can relieve the pressure associated with
further rapid population growth in Tauranga.
Our field work has identified substantial scope for coordinated residential and industrial
developments in Whakatane, Kawerau and Opotiki. Maximising the potential for these
settlements, however, relies on a broader regional infrastructure, for example in relation to
flood protection and energy supply/transmission.
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Economic activity in the region‟s primary and smaller centres could increase substantially
with a sympathetic approach to mixed use intensification. Such use is exemplified in
Remuera‟s residential and commercial areas, Newmarket residential area and in parts of
Wellington City.
To be successful, such growth will have to actively consider and address embedded
preferences for low density living. Such attitudes are changing, in parts of New Zealand at
least. There is substantial demand for such intensified developments in metropolitan New
Zealand, as evidenced by the substantial increase in inner city living (OPUS 2010), the
increasingly dense urban cores in Auckland and Wellington in the past decade in particular,
and the strongly rising land values in such areas (BERL 2011).

23,24

That is, our recent

research demonstrates that New Zealanders increasingly value high urban density living and
working environments.
These areas are likely to have a demographic mix that favours such urban forms, including a
high proportion of immigrants, students, professional couples without children, and „empty
nesters‟. Successful developments of this form may result in a reinforcing cycle, as they
create wider acceptance of this style of living and thus see a shift in attitude and a lift in
demand. Starting this cycle may mean attracting a new population mix to the Bay of Plenty
or creating an „attitude shift‟ that will underpin the „step change‟ in its economy.
9.6

Summary

This section suggests two directions the Bay of Plenty can take to help lift the region on to
the path towards the government‟s EGA target. These decisions need to be guided towards
lifting growth and productivity above the business as usual path.
The first direction is based on the region‟s existing resource-based economy in a
continuation of the existing paradigm. However, continuing along this path alone is unlikely
to reach the target.
We suggest a second way of thinking about growth in the Bay, based on a spatial economics
paradigm . This analysis is underpinned by research on New Zealand‟s larger urban centres.
People in these centres have already shown that they are attracted to the higher quality,

23

Powell F and Harding A (2010). The renaissance of inner city living and its implications for infrastructure: A
Wellington case study. Report prepared by OPUS as part of the collaborative FoRST research programme,
Transport, Energy and Urban Form: The Future.
24

BERL‟s preliminary results from a FoRST funded project on transport and urban form shows a statistically
significant positive relationships between density and both residential land values and commercial/industrial land
values. BERL (2011) Relationships between Land Value, Land Use and Urban Form. Report prepared by BERL as
part of the collaborative FoRST research programme, Transport, Energy and Urban Form: The Future.
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higher density urban forms that underpin this increased productivity and more sustainable
pattern of living and utilisation of infrastructure. Some of the means of attraction, and the
benefits that can be observed there, can realistically be replicated in key places in the Bay of
Plenty.
We conclude that the region‟s infrastructure is very good, and suitable for its planned growth.
But it is not quite good enough to meet the government‟s EGA target. Given there is a
reasonable infrastructure in most places for most of the projected growth, there is not high
economic return to a broad spectrum infrastructure investment. Rather the region should
focus on infrastructure bottlenecks that are likely to constrain growth. Targeting these, in
combination with a coherent population and urban form strategy, will enhance the region‟s
readiness and enable growth under both paradigms.
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10

Growth scenarios: closing the gap

Section 7 provides a projection of the region‟s population and economic growth to 2025.
Section 8 characterises the growth required in the Bay of Plenty to reach the EGA target.
This analysis highlights that a „business-as-usual‟ approach will not be sufficient for the Bay
of Plenty Region to reach the EGA target.
Section 9 suggests some development opportunities that the region could use to close this
gap. Below we quantify how some particular scenarios based on these opportunities could
contribute to closing the gap between the business as usual and EGA target growth
scenarios.
10.1

Targeted population growth to lift urban density

The first scenario reflects how densified urban forms can contribute to increasing
employment. This scenario adds the projected regional population growth of approximately
60,000 over the next 15 years into specific urban areas that currently have reasonably high
population or employment densities. This includes growth of 40,000 residents in key areas
of Tauranga City, 7,500 residents in Rotorua and Te Puke, and 5,000 in Whakatane.
If these areas have a similar experience to other dense New Zealand urban areas, this will
lift the population participation rate in the labour force from just its current level of just over
45 percent to 65 percent. The increased population participation rate would add around
11,000 employees across the region in addition to the projected growth. By having a greater
proportion of the population working, this lifts the region‟s output and contributes to a higher
GDP per person.
Table 10.1 below shows the results for this scenario. The GDP per capita in 2025 under this
scenario is $50,050. This is around 70 percent of the EGA target, and would close the gap
by around 5 percentage points (from 65 percent under BAU).
Table 10.1 Scenario 1: GDP per capita in the Bay of Plenty Region, 2010-2025
Bay of Plenty Projected GDP
Region
(2010$m)

Projected
Population

Real GDP per
capita

2010 (actual)

10,175

270,406

$37,627

2015

12,000

290,000

$41,380

2020

14,100

309,850

$45,510

2025

16,500

329,700

$50,050

1.3

1.9

Average growth rate % p.a.
2010-2025

3.3

61

The state of readiness of the BOP‟s infrastructure
Bay of Connections Governance Group
May 2011

The map below highlights some potential growth nodes where such densification could
occur. The projected rates of growth required to lift urban density in these areas would be
similar to the growth experience of the past decade in Tauranga and the Western Bay.
These areas have reasonably high urban densities, indicating that the residents and firms in
these areas already recognise the value in densification.
Figure 10.1 Potential high density growth nodes by 2025

Compared to the BAU employment growth profile, this concentrated economic growth will
occur primarily in the major urban areas. This will require additional activity in the
construction industry to plan, design and build higher density commercial and residential
buildings. The change in the population employment profile is likely to stimulate widespread
activity across the wholesale/retail trade, manufacturing and business services sectors.
It is also likely to stimulate moderate growth in the social services sector in order to provide
the education services required by the additional population entering the labour force and
those moving into higher productivity roles. For example, as this scenario reflects targeted
population growth with general flow-on effects to the economy, it is likely that a broad
spectrum of tertiary educators will be needed, providing basic and advanced computer
literacy courses through to higher level horticultural and forestry industry training.
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10.2

Enhanced spatial economy: agglomeration benefits

The second scenario builds on the first and incorporates agglomeration effects for the
targeted growth areas. That is, workers tend to be more productive in denser working
environments by allowing greater specialisation and collaboration.
For this scenario we reflect this greater productivity by adding $10,000 to GDP/FTE, which is
around 11 percent higher than the region‟s average and consistent with the boost observed
in other New Zealand urban areas.
Table 10.2 below shows the results for this scenario. The GDP per capita in 2025 under this
scenario is $53,260. This is around 75 percent of the EGA target, closing the gap by around
10 percentage points.
Table 10.2 Scenario 2: GDP per capita in the Bay of Plenty Region, 2010-2025
Bay of Plenty Projected GDP
Region
(2010$m)

Projected
Population

Real GDP per
capita

2010 (actual)

10,175

270,406

$37,627

2015

12,255

290,000

$42,250

2020

14,700

309,850

$47,440

2025

17,560

329,700

$53,260

1.3

2.3

Average growth rate % p.a.
2010-2025

3.7

An important driver of agglomeration benefits are the increased rates of invention, innovation
and adoption of new technology.

25

This requires a reorientation towards a diversified set of

high value added industries, allowing greater specialisation, and industries that are
knowledge intensive and have high rates of technology uptake, such as business services
and specialised manufacturing. For example, approximately one in six specialised
manufacturers undertook R&D in 2010, which is more than twice the national rate.

26

The growth of higher productivity employment is likely to occur in higher value added in the
region‟s integrated primary industries. This will affect key primary production sites such as
kiwifruit growing in Te Puke and wood and forestry products in Kawerau (with the employees
living in and around Whakatane). This higher level of export activity will create additional
demand for processing, transport and business services in Tauranga.

25

Glaeser E (2011). Triumph of the City: How Our Greatest Invention Makes Us Richer, Smarter, Greener,
Healthier, and Happier.
26

Statistics New Zealand (2010) Business operations survey. Wellington.
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10.3

The double dynamo: the resource base and the people base

This third scenario reflects the potential for new industries around and complementarity, for
example, between Whakatane-Kawerau-Opotiki. It builds on the second scenario and adds
around an additional 15,000 residents to the business as usual growth scenario, of whom
around 9,750 are employed. In particular, we add 6,500 workers to Kawerau and 3,250
workers to Opotiki.
These additions are likely to be conservative. For example, the 6,500 workers might go into
industries servicing expansions in forestry and aquaculture, waste processing and resource
recovery, and energy generation/export. This level is less than half the number of workers
employed in the region‟s agriculture and agricultural services industries in 2010. The 3,250
workers which might be supported in a new aquaculture industry in Opotiki is equivalent to
the number of FTE workers employed in the region‟s wood and paper product manufacturing
industry in 2010.
For this scenario, we assume that the workers are drawn into the expansion and
development of the region‟s strategic industries. As such, we assume these workers have
th

above average productivity. For the purposes of this scenario, we use the 75 percentile of
GDP/FTE for this Region, that is, GDP/FTE of $120,000 (in 2010 dollar terms).
Table 10.3 below shows the results for this scenario. The GDP per capita in 2025 under this
scenario is $56,020. This is around 79 percent of the EGA target, thus closing the gap by
almost 15 percentage points.
Table 10.3 Scenario 3: GDP per capita in the Bay of Plenty Region, 2010-2025
Bay of Plenty Projected GDP
Region
(2010$m)

Projected
Population

Real GDP per
capita

2010 (actual)

10,175

270,406

$37,627

2015

12,605

293,400

$42,970

2020

15,620

318,350

$49,070

2025

19,350

345,400

$56,020

1.6

2.7

Average growth rate % p.a.
2010-2025

4.4

This scenario requires the Region to leverage its economic development more strongly
towards strategic development. The Bay of Plenty has a number of existing strengths
related to its substantial natural resource base and the organisations that harness these
resources.

64

The state of readiness of the BOP‟s infrastructure
Bay of Connections Governance Group
May 2011

Table 10.4 below highlights the region‟s top 10 most productive industries in 2010.

27,28

These industries employed 13 percent of its workers to produce 44 percent of the region‟s
output. The table highlights the magnitude and productivity of key sectors in the Bay of
Plenty. These include the communication services, finance industries and property services
in the business services sector; the forestry and logging industry in the primary sector; and, a
number of specialised industries in the manufacturing and processing sector.
Table 10.4 Top 10 industries by productivity ($000s/FTE) in the Bay of Plenty, 2010
Rank by
productivity Industry

Employment
(FTEs)

GDP
($m)

Productivity
($000s/FTE)

Ratio to
average

1

Electricity and Gas Supply

359

201

559

6.2

2

Communication Services

860

423

492

5.5

3

Forestry and Logging

1,362

466

342

3.8

4

Finance

1,117

373

334

3.7

5

Property Services*

2,273

1,519

330

3.7

6

Wood and Paper Product Mfg

3,154

506

160

1.8

7

Services to Transport

1,181

186

157

1.8

8

Petroleum & Assoc Prod Mfg

756

107

141

1.6

9

Non-Metallic Mineral Product Mfg

319

43

135

1.5

10

Government Administration

2,372

314

132

1.5

* excludes ow ner-occupied dw ellings sub-industry

source:BERL Regional Database, Statistics NZ

A number of these industries also have substantial scope to leverage the planned
investment into broadband infrastructure by harnessing information communication
technology. A separate BERL project has quantified the potential productivity lift for key
industries in the Bay of Plenty that could be supported by the prioritised roll-out of broadband
infrastructure and deployment of applications into businesses.

29

Businesses that have the capacity to secure the productivity increases under this scenario
include the integrated primary industries, specialised manufacturing and transport and
distribution industries. This will stimulate primary activity around Pongakawa, Tarawera and

27

This table is focuses on larger industries (more than 200 FTEs), which are likely to be able to support the scale of
growth the region requires to meet the EGA target. For example, the Other Mining industry in the Bay of Plenty
Region had 109 FTEs in 2010, with average productivity of $289,930 per FTE. While this is substantial and this
industry is likely to make an important contribution, at this industry‟s present scale it is unlikely to be able to absorb
much of the employment growth required to meet the EGA target.
28

The property services industry includes the sub-industry of owner-occupied dwellings. By definition, this subindustry is included in the GDP figures – to reflect the rental value of owner-occupied property to owners – but it
does not employ people. This biases labour productivity, especially in the property services industry and business
services sector. To remove the bias, ownership of owner-occupied dwellings has been excluded from all
calculations of labour productivity and the property services industry GDP figure in Table 10.4.
To provide context, the entire property services industry contributes around 15 percent of the region‟s GDP. The
owner-occupied dwellings sub-industry contributes just under 8 percent of its GDP, that is, it makes up just over half
of the property services industry.
29

BERL (May 2011, draft). The benefits of broadband for the BOP and Auckland. Report prepared for Auckland
Council, BOPRC and Priority 1.
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Rangitaiki for dairy, Te Puke, Paengaroa and Te Kaha for kiwifruit, and Rotorua and
Kawerau for the wood and forestry industries. The integrated nature of these industries will
stimulate activity through the supply chain, amongst dairy factories, post-harvest suppliers
and processing plants, as well as the associated business (Fonterra and Zespri) and
transport services (road, rail and through Port Tauranga).
In addition to the expansion of output and employment in these industries, this growth is
likely to attract additional population to the region. This will generate some additional growth
in the construction, retail and social services industries.
The development and expansion of strategic industries in this area are likely to require, and
benefit from, joint planning and funding across the territorial authorities involved. Where the
region secures such cooperation, it may entail locating some mid-level business services
closer to the production, employment and residential sites. In the case of Tauranga and the
Western Bay, this may mean an increase in business services in Te Puke and Katikati.
10.3.1

Example – an aquaculture hub

The aquaculture strategy within the region‟s overarching Economic Development strategy
highlights the important role aquaculture has to play in the Bay and in the Eastern Bay in
particular. Funding a port with sufficient facilities and establishing a marine service base at
Opotiki to support the aquaculture industry will attract business and employment. This will
increase the demand for business services and generate population growth, many of which
are likely to be housed at Whakatane as the regional centre.
A processing/ chilling/ manufacturing plant is likely to be required – mainly to serve the
aquaculture industry – and its location should be dictated by access to reasonably cheap
energy, water and people. This may be in Opotiki, but Kawerau is an option for energy,
water and also steam (which may be used for drying products). Kawerau presently has
surplus water supply infrastructure and is a major energy source, but its capacity to export
this energy is currently constrained. Kawerau may also be a preferred location as it benefits
from established commuter flows from Whakatane, and the increased flow may support a
dedicated public transport system.
Finally, to support this industry a training and science facility could be located at Whakatane.
This will leverage the presence of its existing educational facilities, good access to
broadband and allow collaboration with the range of associated professionals located in this
regional centre. Alternatively, such facilities might be located in Rotorua as a centre
providing a wide range of industry training and tertiary education services across the region‟s
strategic industries.
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11

Infrastructure readiness and gap analysis

As a first step we have analysed the relevant plans and strategies of the seven councils to
determine current and planned levels of infrastructure provision in conjunction with growth
forecasts and funding mechanisms. Our initial key observations are set out below, and
make an initial assessment of where the councils have sufficient infrastructure for planned
growth, and where the bottlenecks are likely to be in terms of more rapid growth.
11.1

Tauranga

Tauranga is notable for the scale of growth it has experienced and the subsequent financial
implications as growth placed increasing pressure on existing infrastructure. With a strong
desire to keep property rates affordable (Tauranga has the second lowest property rates of
the 12 largest NZ cities) costs of infrastructure required to accommodate growth and meet
asset performance measures are met by debt, serviced by development contributions. Any
downturn in development naturally impacts on Council‟s ability to service debt. Conversely,
accelerated development will increase the need for investment.
Overall, the costs of growth are highly visible in Tauranga and meeting these costs whilst
containing rates rises has proved to be a significant challenge for the Council. Further
growth will place significant financial pressure on the council.
Current bottlenecks include:


Approximately 20 wastewater pumping stations no longer comply with the Council‟s
Code of Practice for Development in terms of pumping capacity and emergency storage.



Quality of stormwater water discharged to the harbour, particularly from industrial areas,
is poor.

The challenge facing Tauranga in terms of community infrastructure is one of affordability.
Providing the hard infrastructure for growth, whilst facing reduced development contributions
and pressure to limit rates rises, places pressure on the Council‟s ability to fund community
infrastructure.
11.2

Western Bay

A key issue for the Western Bay of Plenty is funding. It has little in the way of financial
assets or reserves. Council‟s Disaster Contingency Fund is the only major reserve, with a
balance of $5,188,000 in 2009. However, the demands of growth are exacerbated in the
Western Bay with satellite towns spread from one end of the district to the other,
interspersed with rural land.
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The 2009-19 LTP notes that in recent years transport infrastructure in the sub-region “has
come under significant pressure from various growth-related demands.” Capital investment
in the transport network has not matched growth rates.
11.3

Rotorua

The Council plans to invest a substantial amount into infrastructure for growth (around 17
percent of the Region‟s total planned capex for growth over the next 10 years). But it has a
conservative growth strategy. This is unlikely to deliver the growth required to meet the EGA
target.
Stormwater is an area where there has been some lag in RDC‟s asset investment over
recent years. A detailed plan is being developed that will set out the amount and size of
stormwater works needing to built in various part of Rotorua.
The most important environmental issue facing Rotorua District is that of lake water quality of
the district‟s 14 Lakes. Plans have so far been concluded for the four priority lakes: Rotorua,
Okareka, Rotoiti and Rotoehu. Council has already completed lakeshore community
sewerage schemes for Mourea, Marama Point and Okawa Bay/Duxton Hotel and these were
commissioned in 2006. Water quality in the Okawa Bay area of Lake Rotoiti is now showing
encouraging signs of improvement.
11.4

Whakatane

Based on current forecasts population is projected to decline past 2006 (low and medium
projections) or rise very slowly (high projections). However, the council points out that any
decline in population does not necessarily mean an overall decline in demand for Council
services. This is due to:


the continuing trend of people moving from rural to urban areas in the District



increasing number of properties housing fewer people and



the attraction of visitors to Whakatane as a holiday destination

These factors are anticipated to result in increased demand on existing infrastructure in the
District, most notably in Ohope. Although water is recognised by the Council as an area
where intensive work is needed to maintain the network, affordability issues have led to a
number of projects that would have increased levels of service (totally $8m) being deferred
between one and three years. For wastewater, asset management plans indicate that both
Whakatane and Ohope treatment plants have reached end of asset life.
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11.5

Kawerau

Although significant population decreases are indicated by official projections, in 2006
Kawerau District Council was of the view that a resurgence in people wishing to live in
Kawerau, may result due to changing trends and the increasing desirability of the District as
a place to live, work and play. As part of this research, the Council noted that it anticipates
the planned energy projects and the development of a new Industrial Zone in Kawerau will
increase employment between 2013 and 2021.
Kawerau is unique in that it possesses a surplus of infrastructure capacity. The town has
infrastructure in place to cater for a population of 15,000 people, with a current population is
approximately 7,000. The Council is also financially secure, with no debt, and is putting
aside the funding required for asset replacement required in the future.
11.6

Opotiki

The urban area of Opotiki already has modern water and sewerage systems and the
capacity to service projected growth. This allows Council to continue its programme of
improving roads, including the sealing of rural roads, the provision of water supply upgrades,
and improvements to Opotiki township sewerage reticulation.
Through reducing debt over recent terms, Council is well placed to borrow to advance capital
projects at appropriate times over the next ten years. Council has so far been able to
advance its capital works programme for a number of years without borrowing, but it now
proposes to significantly increase the capital works programme over the next ten years from
$2.3 million (currently) to an average of $7.4 million per year. However, investment in
harbour access is beyond the Council‟s means.
11.7

Summary

High growth in the west of the Region is placing pressure on existing infrastructure and
creating financial pressure for the two councils. In the east population movements are
placing pressure on Whakatane District Council whilst Kawerau is well placed to cater for
growth but is losing population. Opotiki, although characterised by high levels of deprivation
is financially well placed to meet planned renewals but investment in harbour access is
beyond the Council‟s means. Rotorua will be an important part of demanding and supplying
services with the economies in the other territorial authorities. But it has a conservative
strategy, and this is unlikely to deliver the growth required to meet the EGA target.
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12

Further research

This research project examines the region‟s economic potential to reach the government‟s
EGA target, the current state of its local government infrastructure, and assesses whether
the infrastructure can service an economy to meet that potential. It analyses what the BOP
economy would need to do to contribute to the government‟s goal, what sectors this growth
might manifest in and the links to the infrastructure required to support this.
The data used to inform this analysis is relatively high level and usefully highlights the
region‟s potential. But it has limits. This analysis could be improved with more detailed
economic and resource management planning analysis to understand the role and function
of particular population drivers and employment areas within a district and across the region.
This would inform council decision making on a sustainable and coordinated development
strategy, and could validate the findings in this report on the types of infrastructure asset and
locations that appear to be priorities under a high growth scenario.
12.1.1

Comprehensive and consistent infrastructure summary

This project involved reviewing existing plans and council documentation as well as
interviews with key council staff and stakeholders. Table 1.1 highlights the range of
information that we were able to collect, with more detail provided in Appendix 2. The table
also highlights some knowledge gaps remain. In order for the Regional and District Councils
to engage in coordinated planning, a key area for further work is to agree a standard format
for the reporting of this information and to fill in the blanks on local government infrastructure.
This information will provide a useful overview of the levels of provision, typical costs by type
of infrastructure asset across the region, and the average cost per capita. This could be
used to inform a coordinated infrastructure funding strategy where particular opportunities
exist for the various territorial authorities.
12.1.2

The Bay’s attractive lifestyle: drivers of inward migration

This research has highlighted the important role played by the lifestyle attraction of the
region. Further research could aim at better understanding the drivers of the District‟s
inward migration, and in particular, what role liveability plays and what dimensions are
important to different types of inward migrants. This will assist the region and district
councils to identify what efforts will support targeted population growth and what the risks are
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from different planning strategies, such as urban spread versus urban densification
supported by high functioning satellite centres.
12.1.3

30

Regional cooperation and engagement

Further research into the opportunities and sectors identified in this report could support
analysis and planning around sub-regional cooperation between the territorial authorities
(TAs) and key industry players. For example, developing high value wood processing,
energy and aquaculture industries in the Eastern bay will require a variety of labour, input
and output connections between the TAs. This may require better transport infrastructure
and public transport services between key residential and employment nodes, for example,
in Whakatane (residential) and Kawerau (employment in the wood processing, waste
disposal and energy industries) or Opotiki (employment in a future aquaculture industry).
Similarly, to meet Opotiki‟s growth aspirations may require the BOPRC to engage with
Transpower and Horizon Energy to plan for increased energy generation and transmission.
12.1.4

Labour force and training planning

The Bay of Plenty‟s demographics suggest that it will increasingly have to draw on new,
young workers. To ensure these people are productive and can contribute to achieving the
EGA target, these workers will need education, vocational training, and workplace mentoring
programmes that will ensure skill and knowledge transfer from increasingly scarce
experienced workers. The education and community infrastructure, and also the broadband
backbone which is likely to be increasingly important for the education and training sectors,
should be investigated further.

30

Some groundwork that could underpin such research has been completed by BERL (2010) for TOI - EDA.
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