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ExecutiveSummary
Objective

The study objective is to understand the likely requirements for LFR in relation to other types of
retail in Auckland Citgnd Auckland Region ovtre next two decades (up to 2026).

Both Auckland Cityand Auckland Regional @ocil (ARChave growth strategies that envisage a
compact urban form, focussed around town centrasgth retail activity a core component of these
centres However, the trend toward large format retail (LFR) and the propefisity.FR to locate
outside he established centres structure, in precincts or as stalode stores in general business
zones,especially to take advantage of cheaper land and larger shas,potential to undermine or
diminish the centredbased structure.

The retail trends andhie drivers of retail dispersal are not well understood by Council, and current
regulations are seen as having limitations in dealing with LFR issues. Accordingly, Council seeks a
better understanding of the key locational drivers of LFR, and the effécst@f centre retail and
knowledge of effective instruments to accommodate LFR in a pattern consistent with the urban form
objectives

Study Findings

Asubstantial increase in retail floorspaiseprojectedio serve the Aucklan@ity market arising fom
population, tourist and busineggrowth, andincrease in real consumption per capifehe Auckland
City retail sector willalso attract a share of retail spending power from the othearts of the
Auckland Regian

Retail floorspace in Auckland Citypsojected togrow significantlfrom the current 1,352,000 Ato
1,647,000mM by 2016, and 2,018,000nby 2026. Thiss annual growth of around 383,000m? of
retail floorspace Large Format Retail is expected to account for around half the floorgpaeeh,
or around 1617,000m? annually.

wSGFAt FOGAGAGE A& OdaNNByiGte 02y OSydréglonalSRd Ay @K
Large suburban centres. Arou@% of retail space is located in business areas, though much of the
retail outside of centres is LFR.

The business zoned areas in Auckland have potential to accommodate around 1,174 @@ tal
space. The Business areas have potential for a further 589,60ana including other areas, the
total indicated capacity is arouri}839,000 rfi This compares with projected demand of 2,018,000
m® by 2026, indicating a net shortfall in the medium term. If higher development intensities are
achieved, then the potential capacity is greater.
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In gross terms, there appears to be consid#eacapacity for further expansion of the existing
centres, based on zoned areas, development potential and current levels of floorsidaeeever, a
substantial share of capacity in the centres is located in and around the smaller centres, and zoned
capadty for expansion is more limited for the larger centres.

Further, the economics of the retail sector mean that much of the retail investment is likely to be
directed at the larger centres, with minor shares for the smaller centres. This will placesingrea
pressure for expansion of the retail capacity of the larger centres, notably theegidnal and Large
Suburban centres.

The relatively large share of floorspace potential in the Business aeab generally lower land
costs, means that these willcontinue to be attractive locations for new retail development
especially for LFR.

Development proposals fomajor standalone stores or groupings of LFR outlets aexpected to

lead the pressure for owbf-centre retail growth. The large extent of tHeusiness 4 zone, in
particular, suggests there could be widespread opportunity to encourage retail development,
especially LFR, into business areas, particularly if the capability to expand the larger centres is
constrained.

Implications

Thestudy findirgshighlight the need for careful consideration of retail and service provisions in the
forthcoming District Plan review procesdt is importantto adequately provide for the substantial
growth in floorspace in the City, without occasioning a substamiigpersal of retail floorspace
across the Business areas, and undermining the retail and wider roles of the centres network.

The large scaleof growth in the next two decadeoffers needs and opportunity. Theeed is to
accommodate retail in a patterwhich enhances wider City and regional objectiddewever, the

rate of growth is such that the next two decades proviggportunity to achievedesiredurban form
outcomes.By2026 athird of AucklandCA (1 @ Q& Ft 22 NER LI OS gAtf KIF@ZS 0SSy

Thus, ifa more dispersed strategy is followed, then the retail patterns would be significantly
different from the current, centredased patternwithin just two decades.Conversely, &entres
based srategy which resulted insignificant shares of retail growtbeingin the larger centres and
the CBDwould reinforce thecentresfocuswithin a relatively short time frame.
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If significant shares of retail growth are located in business areas, rather ithahe centres
structure, then there will be opportunity cost for other business, and direct impact on the role of
centres and urban efficiency outcomeRetail developmentn business areas will compete for land
with other business activitiesn a peiod when significantncrease in average business intensgty
expected. Thaup-take ofbusiness area land for retail wile an opportunity cost in terms of land
capacity if the same scale of retail could have occurred at higher levels of intensity eteawlthe
Spatial Economy.

Thedispersal of retail and service activity acrbssiness areas effectively reduces the wider roles of
centres simply because theetail and service role is less than it would otherwise have beBmre
concentration of reail in and around centres generally enhances the amenity delivered by centres
whether the functional amenity arising from convenience, travel efficiency and choice associated
with the calocation of activities and services in centres, or the social ayegtcasioned by the role

of centres as generators of people activity and interaction.

These considerations highlight the options for Auckland City with respect to provision for retail
growth. If a centredased strategy is maintained, then this impliee need to both ensure there is
appropriate capacity for expansion of the existing centres structure (particularly the larger centres
within the network), and also examine carefully the provisions which have enabled dispersal of retalil
activity through @velopment in the Business 4 and other zones. If there is any tightening of retail
opportunity outside the general structure provided by the centres network, then this needs to be
balanced through provision for growth within the centres network.

Thenatural tension between the large land requirements of large format retail and the higher cost

of land within more intensively developed centres suggests a middle path of enabling LFR to
establish in and especially around the centres network, without enalsimgar development in a
dispersed manner across business areas simply because of the current zoning of the land. This
implies greater spatial differentiation within the zoned areas, especially with regard to the Business
4 land which is widespread in th@ity, in order to provide for and encourage LFR to be part of the
incremental growth of the existing centres structure.

market economics



1 Introduction

1.1 Background

Auckland City CoungfACC)is aiming to publicly notify the Isthmus District Plan in 2009/10 with
objectives, policies and rules for managing regailivity. wS Gl Af A& | Yl 22N O2y (N
GDR and is a key driver of urban form and functiott. plays a crucial role in servicing domestic

demand and underpins the role and function of aest Both the Council andhuckland Regional

Council (ARM)ave growth strategies that envisage a compact urban form, focussed around town
centres. The location and nature of retail activity may contribute topmay compromisegthis vision.

Therecent trendwithin the retail sector toward large format retail (LFR) has coincided with the
propensity fortheselargestoresto locateoutside the established centres structure, oftengeneral
business zoneg NJ A y-I Wz yi SoffcRrireldticationswhich are cheaper and/or allow easier
development. At the same time, the historic distinction between wholesale and retail activity has
weakened,and contributed to a general tendency for retailingliecomemore spatially dispersed
within urban environments. Theseand othertrends, and the drivers behind them, are not well
understood by council, and current regulations do not specifically deal with LFR i$sumsler to
formulate appropriate policies and regulations, Council needs to obtain a bet@erstanding of

the effects of out of centre LFR, and the key locatlairivers for this type of retailing

At the same time, the Auckland Regional Couf&RC)has also indicatedh desire forbetter
understanding of the future for retail within theegion. ARC hasighlighted that territorial
authorities are becoming increasingly aware of the need for better planning mechanisms for retail
activity. ARC would like to obtain robust data for the region and sub region that identifies future
demand for etail sub categories (employment and floorspace requirements), andafiseciated
planning implication®f suchgrowth.

1.2  Study Objective

The principal objective of this study is to understand the likely requirements for LFR in relation to
other types of retaibver the next two decadesip to 202§.

The research is being undertaken primarily for Auckland City Council. Howewekland Regional
Cound also requires better understanding of the retail sector, emerging trends, planning
mechanisms and future growth, and is a partner in the project.
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For Auckland City, the key research components are:

A Assessing the current retail situation and recent emerging trends (floorspace and
employment). This includes assessing their relevance to land use patterns, especially the
location drivers of retail activity.

A Estimating future retail demand for LFR an@®®¥ location in Auckland City (floorspace and
employment).

A Comparing supply of zoned retail land (according to District Plan provisions) with future
demand, and identifying whether modifications are required to existing District Plan rules to
achievethd A 1éQa 202SO0GAGSad

For AucklandRegion, the key research components are:

A Assessing the current retail situation and emerging retail trends for the region overall, and at
the territorial authority (TA) level.

A Estimating future demand for LFR and SFR tgritiffor the region overall.

A Exploring alternative planning mechanisms for managing retail activity, especially with
respect to LFR and cuof-centre developments.

1.3  Study Scope

A range of LFR types are present in Auckland City and the Auckland Regidmgnclu
A {dzLISNXI NJ Séta o0bSg 22NIRX C22Rl26yz tl1Qy {I @
A General Merchandise (The Warehouse, Briscoes, Farmers etc.)
A Bulky Goods Retailing (Bunnings, Placemakers etc.)
A Factory Outlets (Dressmart, Bendon etc.)

Auckland City has identified than terms of locational needshere are two main types of large
format retailing

A Large Format Retailing the business model involves having a wide array of gawdsalein
a large footprint store Most customers are expected to access the store by wehich
means that LFRreas tend to act as destination shopping ared®n located in an out of
centre location.

A Bulky Goods Retailing this type of retailing is large forman nature because it involves
storage and sale of large, bulky goods (for eplenbeds, cars, furniture etc).

For the study, retail activity is defined accordingthe Australia New Zealand Standard Industrial
Classification 1996 (ANZSICBBjsion G¢ Retail Traddat 6-digit level)and also DivisiorH573000-

Cafes and Restaurambs | 26 SOSNE WodzZ { & 3I22RaQ NBGFATAYI Ay
(F453100 and F453904anhd theseare covered in the studynecause the Statistics NZ Business Frame
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currently reports in ANZSIC96 terms, which describes theBeities as wholesale rather than retail
trade.. Appendix Icontainsa full list d 6-digit ANZSIC96 fd@ivision G

This study groups -@igit ANZSIC96 business location and modified employment count (MEC)
information into nine broad retailing groupsnd splits floorspace and activity by LFR and SFR
activities.

1.4  ReportStructure

The report is structurel as follows:

A Sectionl covers the study objectives, scope and structuldie subsections below present
detail on definitions and conventions, informati sources, definition of the Auckland spatial
economy (centres and business areas), andnie¢hodologyappliedfor both the Auckland
Region and Auckland City componentshaf analysis

A Section2 provides a background discussion on national trends irréail sector focussing
on large format retail and potential planning mechanisms for managing changes in the retalil
and business environments.

A Section 3 sets out the current retail situation, and examinesecent trends in retail
employment and floorspaci the Auckland RegionThis section provides estimates of LFR,
SFR and total retail floorspaemd employment to 2026 blpcal authority areaand for the
region overall.

A Section4 outlines current and recent emerging trends in retail employment andr§jpace
in Auckland Cityby locationand across the spatial economyrhe section provides estimates
of LFR, SFR and total floorspace and employment to 2026 by location and fQitghe
overall. The sectiomlso includes assessment of tlawailable zonedcapacity forretail
floorspace by catchmenanda compaison ofretail demand with land supply to show areas
of pressure and availability.

A Section5 summarises the findings of the report armbntains recommendations about
required changes to the District Plan to accommodate future growth.

1.5 Methodology

The study draws on data from avariety of sources and integrates this information into a
comprehensive structure for the analysis, drawing aruanber d proprietary modelsdeveloped by
Market Economics LtdA detailed explanation of each of these models follows.
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1.5.1 Auckland Region Spatial Economy

The study uses the updated Spatial Econdrity Auckland City and Auckland Regasithe spatial
framework. The Spatial Econonf$E)s the generic term for the network of commercial centres and
business areas in the Auckland Regidbhe SEprovides a useful structure to both describe how
business activity including retailg is distributed wittin Auckland, analso to help understand what
drives these patterns of activityIt recognises the existing patterns of centres and business areas in
terms of the size, location and roles within the econgraypd is the appropriate base point for
assessing future growthends.

Because there is detailed statistical information available at a refined geographic levetiflnelsh

and property base) the SE provides the appropriate structure to integrate information on retail and
business activity and supply, in relation wning and property information, and in regard to retail
market and demand information for catchments relevant to each centre or business area.

The main elements of the Spatial Economy are:

Centres
A Regional (Auckland CBD)
Subregional

>\

Large Suburban
Suburtan
Local

> > >

Minor
Destinational (mainly large format)
Arterial Strips

S S S

Rural(Towns/Villages)

Business Areas
A Heavy Industry
Production and Distribution
Business Park
Office Park
Special Activity Area (incl airport, port)

> > > > >

Special Areas (mainly heal#ducation/research, sport facilities)

¢KS olflyOS 2F (KSSQABIERZ2YYONAl REBFAYSRYDBAdZRYET NB3
space, and so on.

! Formerly named the Formal Economic Structure (FES) in the ARC Business Land Model (BLM).
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To represent the SE, every location (meshblock) inrggon has beercoded according to the
economic role of its locality, defined frothe presence of business zoning and the size and mix of
businesses by industry sectdrhisSE classification process involved overlaying District Plan zoning
information with 3digit ANZSI96 Business Frame information in a GTRis was based on the
former FES definitionswvhich wereupdated according to 2007 data and in association with BLEG
definitions of business areag&ach meshblock has been classified according to whether destee,
business area, special area or non economic area.

Meshblocks which have been identified as centres have been assigned a centréengn®t Lukes,
Takapuna ef; and e&h centre has been classifigdto the hierarchy ofRegional, Sub Regional,
Large Suburbaand so on (listed above and shown Map 1.). Meshblocks identified aparts of
business areas have been assigiied relevant areaname andthe businessareatype as Heavy
Industry, Business Padnd so on (listed above and shown Blap 12). Thespecialarea code has
been introduced todefine locationswith high education and health emplment in a separate
category while Hon economi€areas are those areas that do not have a significant number of
employees orsignificantquantity of business zoned areaAll of the areas within the Region (at
meshblock level) have been coded to the relevant category.

The SEhus providesthe spatial framework that can be used to analyse information from other
sources such as employment data from @Biatistics New Zealand (SNZ) Business FrA@€ zoning
information, andPropertylQproperty information

?Business Land Economy Group
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Map 1.1: Auckland City Centres Typology
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1.5.2 Statistics New ZealanBusiness Frame

This retail assessment uses employment and geographic unit (business) data by meshblock for 2001
and 2007 to show the location of retail activity within the Auckland City and AuclRagion
economies. Employment is reported usingiwvo measurs ¢ Employe Count (EC) andodified
Employment Count (MEX)

Since 2004EC has beetie key measure of employmerfior SNZ It is a head count of all salary and
wage earners for a particular month based BRDtax data. This is mostly employees, but can
include working proprietors who pay themselves a salary or wage are also employees)
However, those working propriets who take drawings from their businesst not wages or salary
are not countedn the EQue to the data collection methadMany owners of small businesses are
not employeegfor example- dairy owners builders, smalfishingbusinesses, rad service lisiness
owner-operatorg. ThusEChy its nature is an undercount attualemployment.

Recently, statistical information has beuae available from the & LEED system, which provides
counts of the numbers of working proprietors in each sector of the egon and some detail on the
numbers of working proprietors who are not also employees. That data suggests that working
proprietors who are not employees account for around 15% of total employment.

This LEEata has been utilised biMELto developanother measure of employmenthe Modified
Employnent Count (MEC) Thisincludesboth the Employee Count anthe estimated working
proprietors to provide a more comprehensivaneasure oftotal employment for each sector and
location

The MEC estimates aceveloped from:

A Linked EmployeEmployee Data (LEED) Annualised employment data by industry
disaggregated as temployees (E) and sedfmployed peoplgWP) <lf-employed people
were disaggregatedurther into those who pay themselves a salary or wé8g and those
who do not (N) The WP(S) persons are most likely toibaudedin the Employee Count,
while the WP(N) persons are most likely to be worlatditionalto the ECThe LEED data is
only available at TA, regional or national levels. This méamsumber of noremployee
WPs can be calculated to the TA level, but needs to be estimated at the CAU abloash
level.

A Business Fram(BF)data: the annualised (as at FebruaB007) Employee Count (EG data.
EmployeegE)and selfemployed people wb pay themselves a salary or wa@®identified

® Modified Employment Count is an alternative employment measure developed by Market Economics.
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by LEED are essentially the same as Employment Courdtg E@psured by the BFe. E + S
= EC) The BF Employee Count is available at m#sbk level.

A The BFRdatahas beerused to estimate the ratio (§)of employees (E) to working proprietor
employees(WHRYS) included in theBF and then to estimatehe number of other working
proprietors who are not counted by the B'WR(N)). The ratio of total working proprietors to
working proprietor employeewas dso calculated.

A SNz Business Demograpdyd LEEDThe number of geographic units (business locations),
by firm siz& by industry

A LEEDtotal selfemployed pesonsby firm size by industry.

This datgprovided the basis to estimate the numbers of remployee working proprietorsn each
industry,for each year 200@006 for each firm size, for each industijhe BF data on the numbers

of firms (geo units) of each size by industry in each location was used to estimate the numbers of
non-employee working prprietors in each industry in each location, for 260@06.

The output from this process is an estimate of the number of-amployee WPs for each industry
and location. These estimates are added to the BF data, to provideldaified Employment Count
(MEC).

Because anual LEED data is not available until 12 months after the afrnthe reference period,
2007 data will not be available until the end of 200Bor thisstudy, the 2007 non-employee WP
figures wereedimated, based on the BF data arach firm sizg2007) andassumingthe recent
trends (20002006) in the numbers of WPs per geo uhéd continued into 2007Correlation
coefficients indicated this was a valid assumptiand the estimates will be replaced when the 2007
LEED data is redeed.

1.5.3 AucklandRegion and Auckland City Economic Futures Model

TheEconomic Futures Model (EFM) provides information on the broader economic context for this
study. The EFM is an inpatitput based model, whicdevelops economic projections based on the
current situation, and projections of population growth (driving domestic consumption) and export
growth by sector, to 2026, for &Akland Cityand Auckland RegionThe EFMrojections identify the
basica 0 dza Jsfi&iadAutiiré situation, assuming incneental growth, but no major structural
shifts in the city or regional economres

* Firm sizegroups are 0 employees, 1to 5, 6 to 9, 10 to 19, 20 to 49, 50 to 99 and 100+ employees.
® For further information refer to Auckland City Baseline Economic Report2026 or the ARC EFM Model.
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