THE RIVERSIDE PROMENADE
BUILDING THE FUTURE
The BUSINESS CASE

Prepared by
Hutt City Council
June 2016 – January 2017

Executive Summary
Background
The development of a riverside Promenade is one of the key projects of Making Places, Hutt City
Council’s strategy to rejuvenate and revitalise the CBD. The opportunity to develop a riverside
Promenade has arisen as a result of the flood protection upgrade designed by Greater Wellington
Regional Council. This work will raise and reconfigure the stop banks alongside the CBD and has the
dual outcomes of achieving the long-term vision of significantly improving the City’s flood protection
and turning the CBD to face the river.
The Promenade is expected to be a walkable platform that bridges the gap between buildings on
Daly Street and the top of the new stop bank. This has the potential to create a river waterfront
precinct that transforms the City and includes the following features:
•
•
•
•
•

A new river landscape with high levels of social and ecological amenity.
Good quality mixed-use development that fronts directly onto the Promenade.
Vibrant commercial, social, and cultural activity.
Improved walking and cycling pathways through the CBD and the Promenade to State
Highway 2 and the Western Hills.
A new pedestrian and cycling bridge connecting the CBD with train services.

What we can learn from similar projects elsewhere
The review of over 40 scientific journal papers as well as similar waterfront projects, covering around
300 cities around the globe, suggests that a number of the Promenade features will affect and
catalyse the social and economic development of the City. These include:
-

Developed green space not only helps to protect the environment, and our native habitat,
but also provides space for a range of cultural and recreational activities that encourage a
healthy lifestyle for residents. It can also attract more regional visitors to the City who will
contribute to the local economy. These advantages are also capitalised into nearby
properties values.

-

Walkability and traffic calming have incredibly positive health, environmental, and economic
effects. The use of traditional street patterns over relatively large areas, providing a
coherent and interesting pedestrian network, is found to have significant positive impacts on
retailing success. However, more extreme approaches, such as a wide car free area on
Saturdays, can have the opposite effect and decrease the retail turnover. To achieve the full
benefits of walkability and pedestrianisation it is essential that walkable areas are connected
to each other, car free areas are limited to small sections, and buses are kept away from the
main street. It is also particularly important to consider engagement with the public as
voiced opposition can effectively stop a traffic calming project; however, once stakeholders,
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especially business owners, are aware of the benefits of the project they become some of
the most vocal champions of the work.
-

Proximity to public transport encourages active multi-modal transport and offers price
premiums for nearby properties, depending on a number of factors, including the distance
to the station, degree of regional access provided by public transport, level of walkability
and development densities in the area, and being within or close to a mixed-use
environment. Therefore, in Lower Hutt, the plans for the Pedestrian and Cycling Bridge and
relocation of Melling Station must ensure that the new station is not further than 300
meters from the end of Margaret Street so that the total walking distance from the majority
of properties around the Promenade to the station will be less than 500 meters. The disamenities (e.g. noise, light, traffic and trash) of being close to the station fall off quickly with
distance, so the negative impacts are limited to those who reside in CBD as the station is on
the other side of the river. A proper pedestrian access to the train station is essential.

-

Two-way streets create higher levels of economic activity and improve the liveability of
downtown areas; therefore, maintaining the High Street and Queens Drive as they are and
converting Dudley Street to a two-way road are supported.

-

The newest literature suggests that the above benefits are linked synergistically and may be,
to a degree, mutually dependent. So the plans should include all the discussed features to
ensure the success of the Promenade.

-

Research also shows that higher property values, offered by the features above, encourage
higher density and quality developments across the CBD. Thus the Promenade will be an
effective project to stimulate private investment and economic activity in the CBD and
beyond.

Therefore, the Promenade project promises a unique game changing opportunity that has the
potential to restore the social amenity and sense of place for all Hutt City residents, and promotes
the CBD as a vibrant, attractive and liveable area, particularly for young and educated people, in
addition to its environmental and health benefits.

Costs and benefits of Promenade development
This study explores both qualitative and quantitative impacts of the investment; in particular those
that will materially affect the final decision to start the project, and helps decision makers to
consider how to proceed with each element of the project in order to gain the highest amount of
benefit for the City and its residents. The qualitative benefits and the best design and configuration
of the Promenade were assessed through a workshop open to the public and a survey through
Citizen’s Panel, and the quantitative benefits are reviewed through an economic impact assessment
that explores the costs and benefits various options, and the potential effect each has on rates, to
help to identify the optimum scale of the Promenade development and the required level of
investment. The following are the impacts investigated in each methodology.
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1- Survey
A survey of all Hutt City Views members was designed and conducted from the 2nd to 24th of
December 2016 to re-confirm residents’ views about and priorities for the Promenade and its
preferred design, how it affects the CBD and the City’s residents and businesses. A total of 605
responses were received.
Eighty four per cent of the respondents believe the revitalisation of the CBD is important to the
future of Lower Hutt. They indicate that Businesses, Public amenities, Restaurants and cafes,
Community spaces and recreational activities are most important for the CBD. The residents also
expect the developments to be of a very high quality.
Residents also indicated that connecting with the River is very important for the CBD. Over 90% of
the respondents believe that Council has a role in making a vibrant, liveable and river-connected
CBD. The majority of respondents thought Council should play this role by providing public amenities
and green space (92%), improving pedestrian and cycle ways (80%), and supporting businesses and
retailers (69%).
The majority of respondents (56%) said they agreed or strongly agreed that it would be good if more
people lived in the CBD. Interestingly, more than a third of the respondents (37%) said that they may
live in the CBD in the future with answers ranging from possible to likely and extremely likely.
Respondents also agreed (or strongly agreed) that the proposed Promenade development would
encourage apartment development (65%), support businesses and stimulate economic growth (73%)
in the CBD.
84% of the respondents said they would be likely to visit the Promenade for a meal or coffee at a
café or restaurant, followed by relaxation on the riverfront (76%) and enjoying the scenery and
surrounds (72%). A majority of respondents also selected walking/jogging (65%), attending an
outdoor event (63%) and enjoying a drink at a bar (50%).
The use of the Station in the current situation was found to be extremely limited. The proposed
station relocation and the Pedestrian and Cycling Bridge would encourage 11% of the respondents
to use the train more often, in addition to 21% who said it would encourage them to some extent.
Almost one third of the respondents (29%) also stated that the proposal would encourage them
(fully or to some extent) to live in the CBD.
Respondents also chose their preferred design option for the promenade and the Bridge.

2- Willingness to Pay
The survey also included a contingent valuation section to assess what value residents across the
City place on the proposed Promenade, and whether they would be willing to pay for this
development. The results suggest that the project is strongly supported by residents and that they
understand the benefits of the project. The results can be summarised as follows:

iv

•

•
•

Among those who were prepared to place a value on the facilities, 83% indicated that they
are willing to pay to develop the Stage 1 and 2 of the proposed Promenade. This percentage
is the same for Stage 1 only, but slightly less for All Three Stages and for Pedestrian and
Cycling Bridge at 81% and 80%, respectively.
This means that less than 20% of residents are not prepared to pay anything toward the
Promenade development.
Two thirds of residents, who were prepared to place a value on the amenity, would pay
more than $40 per year to develop the Stage 1 & 2 of the proposed Promenade.

The figures also indicate that the estimated average Willingness to Pay (WTP) for Stage 1 & 2
($96.90) is 34% greater than the average WTP for Stage 1 ($72.40). This amount increases by
another 15%, reaching $111.40, to develop all three stages. The average WTP for the bridge is lower
at $62.10, which is expected as the cost of developing the Pedestrian and Cycling Bridge is also much
lower than the defined Promenade Stages. However, this average WTP is still more than the value
obtained in the previous WTP surveys conducted by Hutt City Council for various projects.
In total, Lower Hutt residents are willing to pay $3M to $4.6M per annum for the Promenade
development, depending on the option, in addition to $2.5M per annum for the Pedestrian & Cycle
Bridge. Therefore, the total willingness to pay in 20 years, using a discount rate of 4.5%, is between
$38.6M for Stage 1 and $59.5M for All Three Stages. The amount is $33.2M for the Bridge. These
highlight the very high value of the Promenade, from residents’ perspective.

3- Economic Impact Assessment
An economic impact assessment of the Promenade and the potential follow on private
developments includes one-off construction impact (both public and private), new residents’
spending, new jobs (partly created by companies acquiring new office spaces), increased visitors’
expenditure, and increases in property values due to developed green space, walkability, access to
public transport and flow on effects.
The highest direct and total impact, compared to the capital expenditure, comes from implementing
the Stage 1 and 2 concurrently; however, the construction of Stage 3 and the Pedestrian & Cycling
Bridge will also provide residents with a very high economic impact. Thus, all the options, except for
the counter factual, are supported by this EIA. Given the budget limitations, the results strongly
support developing the Stage 1, 2 and the Bridge while the opportunity for extending the
development into the third stage should be considered.
In the medium growth scenario, it is estimated that the entire Promenade project (including all three
stages and the Pedestrian and Cycling Bridge), if accompanied by robust planning, would be a
catalyst for the development of 49,000 square metres of commercial space, enabling 2700 people to
work in the CBD, as well as 1330 apartments that accommodate 2600 people. These investments
and activities would contribute to the local economy by $1.8 billion in direct impact and $2.5 billion
in total impact (including follow on and induced impacts), as well as 11,400 direct and 23,750 total
job-years, over 20 years.
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4- Return on Investment
The property value increases and the new private sector residential and commercial developments
affect payable rates and as a result Council’s budget. We have estimated that approximately 70% of
the rates payable by new dwellings will benefit the whole city; the rest will cover the cost of services
provided to that specific rating unit. Thus, we report present value of both net return (i.e. the
present value of additional rates minus the development cost) and net benefit (i.e. the present value
of additional rates payable by existing ratepayers and 70% of additional rates payable by new
ratepayers, minus the development cost) for each option, based on the medium growth scenario.
The results suggest that Council’s investment in Stage 2, Stage 3, and Stage 1 and 2 concurrently
options will be paid back over 20 years; however, Council, and so ratepayers, do gain financial
benefit if the project is limited to the Counter factual, Stage 1, or Pedestrian and Cycling Bridge. The
analysis also shows that the accumulation of options (e.g. developing Stage 1, 2 and the Bridge) offer
a very high return on investment.

Management of the Promenade development
Council has long benefited from benefits and opportunities that setting up a council-controlled
organisation (CCO) offer. Reviewing these, together with the drawbacks of devolving authority to a
CCO, we concluded that the perceived benefits outweigh the additional cost and any inherent risk,
and whether a CCO is the most effective option for the project is principally dependent on the scale
of the project and the capabilities of the CCO to undertake its implementation.
Moreover, how the Promenade is positioned in future is partially influenced by how the properties
facing the Stage 1 of the Promenade are developed. The strengths, weaknesses, opportunities and
threats of possible methods proposed to ensure the quality developments of these properties align
with the Promenade’s design are reviewed to assess how much influence and/or control Council
may be able to have over the properties in question and the potential development proposals.
The study further suggests that any conclusion about management options, or combination of those
options, can be drawn best when these two configurations are seen together. Options explored
demonstrate that buying the buildings helps to achieve the targets, if a CCO gets involved in
development of the Promenade. Otherwise, a private-public partnership is the priority.
Legal considerations to undertake any of the management options, and the road stopping, are
reviewed. The study concludes with a risk assessment analysis that includes identifying the key risks
and mitigation strategies, reviewing the assumptions made in estimating the benefits, and the
sensitivity tests applied to test the robustness of results.
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1.

Introduction
1.1

Background, the opportunity

Lower Hutt’s Central Business District (CBD) is the most significant business and cultural hub in
Lower Hutt. To serve the community it needs to be a prosperous centre, offering a mix of activities,
events and attractions. To achieve this, a comprehensive and integrated vision to plan and manage
the area was developed in 2009 – CBD Making Places.
The purpose of CBD Making Places is to transform Lower Hutt CBD by 2030 by creating the
foundations for a sustainable, vibrant, and buoyant future in our city. The long term design
framework has the overall aim to create a CBD that is economically vibrant, artistically and culturally
rich and people friendly. The CBD must offer an exceptional quality of life within a sustainable
context.
Moreover, Te Awakairangi, our river, is an important asset for the City in terms of its identity and
potential to provide increased levels of amenity that can attract and stimulate use of and investment
in the city centre. A riverside promenade connecting the CBD to the river is one of the most
important projects in CBD Making Places as it is fundamental to achieving a strong connection
between the river and the CBD.

Figure 1 Daly Street and the Existing Stopbank
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Figure 2 Hutt River and the Existing Stopbank

In the meantime, Greater Wellington Regional Council (GWRC) is planning for an extended flood
protection works on the river. The ‘City Centre’ section of the work is within the stretch of river that
extends some 3 kilometres from Kennedy Good Bridge downstream to Ewen Bridge. The proposed
works are a combination of river channel widening as well as stopbank broadening and raising which
aim to improve the level of protection to the Hutt City urban area from flooding.
The work is the final part of a series of improvements being undertaken by GWRC under the Hutt
River Floodplain Management Plan (HRFMP). The Management Plan was prepared collaboratively
between GWRC, Upper Hutt and Hutt City Council’s, Mana Whenua, and the people of Hutt Valley. It
was adopted in 2001 and continues to guide the management of the floodplain. The Hutt Valley
Flood Management Subcommittee was established to guide the preparation of the Management
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Plan. The Subcommittee has representatives of the Plan’s collaborators and continues in an advisory
role on the Plan’s implementation.
GWRC investigated several options for flood protection of the City and went through a broad
consultation process. Eventually option 2C was selected for further planning, detailed designs, and
implementation. The scope of the project is represented in Figure 3.

Figure 3 The GWRC approved option for Hutt River Flood Protection - City Centre Section

The flood protection work has provided a great opportunity for Hutt City Council to optimise the
relationship of the city centre with the river, as planned in Making Places, with lower cost and higher
flexibility. The proposed Promenade is expected to support residential, social and economic
activities in the CBD.
The project is also expected to contribute to the achievement of Council’s vision – A great place to
live, work and play, Council’s four key strategies, CBD Vision 2030, Senior Leadership Team (SLT)
Priorities and other plans and policies.
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1.2

Literature Review

The Promenade is one of the key Making Places projects aimed at transforming the CBD to develop a
sustainable and vibrant city centre. This extensive improvement will have widespread impact on the
City as a whole. This section categorises the impacts and reviews the literature for each category.
The findings in each category are then aligned with the Lower Hutt context.

1.2.1

Green Space

There are numerous studies investigating the social and economic impacts of different types of open
and green space. Many indicate that urban parks, natural areas, and preserved open spaces have
positive effects on property values, including Benson et al. (1998); Bolitzera and Netusilb (2000);
Irwin (2002); Shultz and King (2001); Anderson and West (2006); Nicholls and Crompton (2005); and
Song and Knaap (2004).
A recent review of more than 60 published articles by McConnell and Walls (2005) concludes that
while most types of open space are associated with increased real estate prices, the magnitude of
effect depends on the size of the area, the proximity of the open space to residences, the type of
open space, and the method of analysis. For instance, the economic boost in property value exists
up to 500–600 ft. (i.e. 150-180 m) away from the park and 1500 ft. (i.e. 450 m) in the case of
community sized parks over 30 acres.
Moreover, the type of open space providing the highest economic value to the surrounding property
may depend on location (Anderson and West, 2006). Related to this is the findings that the value of
all kinds of open space may be higher as density increases in urban areas (Acharya and Bennett,
2001; and Anderson and West, 2006).
Broadly speaking, urban residents in dense neighbourhoods near the CBD place substantial value on
proximity to open space, while suburban residents do not appear to value open space as highly. For
example, in neighbourhoods that are twice as dense as average, the amenity value of proximity to
neighbourhood parks is nearly three times higher than average, while the amenity value of special
parks is two-thirds higher (Anderson and West 2006). The value of proximity to open space is also
found higher in neighbourhoods that are high-income, high-crime, or home to many children.
More interestingly, studies of the impacts of views of, and access to, water-based features such as
oceans, rivers and lakes have consistently revealed their effects to be overwhelmingly positive and
of significant magnitude, whereas the impacts of non-waterfront greenspace remain far less well
established (Nicholls, 2002). In a more recent study, Cho, Bowker & Park (2006) suggest the positive
effect of being close to water bodies is almost three times that of the effect of proximity to urban
parks; however, water body size and park size both matter. The cluster of larger positive effects is
found in areas where the water bodies are large enough to offer beautiful scenic vistas.
They further argue that impact of public open space capitalises into nearby residential property
values, and thus would increase property rates. This however indicates that Council should make
sure that new infrastructure (including the proposed pedestrian and cycling bridge) does not block
the view of the river from nearby properties.
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In another study, Morancho, A. B. (2003) indicates that the proximity to parks is more important
than the size of the parks. Investigating a sample of 810 observations gathered from the City of
Castellón in Spain, they conclude that the price of the housing relates inversely with the distance
that separates it from the green space. Hence, a dwelling located a hundred meters from a green
area will be worth less than another with identical characteristics but located next to a garden or an
urban park.
Weicher and Zerbst (1973) and Nicholls and Crompton (2005) explain that the hedonic value (social
and economic value) of the park is also dependent on a number of factors. They find that properties
facing developed areas of a park may suffer reductions in value due to the loss of a scenic view and
its replacement with people, noise, traffic, and so on, while properties facing attractive open space
commanded premiums of up to several thousand dollars. Yet properties backing onto the same kind
of open space were likely to see no change in their value, or a drop due to lack of privacy and
increased disturbance. Modelling of the hedonic value or the attributes contributing to the value of
a property is represented in Figure 4.

Figure 4 A diagrammatic representation of hedonic property value model – source: Nicholls and Crompton (2005)
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Looking at the local context, “Valuing Neighbourhood Reserves”, a study of various internal and
external features of all the residential properties across Lower Hutt (almost 24,000 properties)
suggests that, on average, the sale price of properties nearby reserves (within 150 m) is about 5.3%
higher than other properties with similar conditions; however, the properties immediately adjacent
to neighbourhood reserves sell for approximately 7.3% lower prices. Further regression analysis
focusing on specific reserves points out that certain reserves have altered the nearby properties’
sale price by -20% to +21%, depending on the quality of development and location of the reserve
(mainly due to median income, deprivation level and level of crime) and its proximity to the
residential property. The study also points out a 9.6% increase in the price of properties with wide
water view (Hutt City Council, 2016).
In addition to the parks, the impact of street trees on neighbourhood real estate prices is estimated
by Donovan and Butry (2010). Analysing more than 3000 residential properties in the Portland
metropolitan area, the researchers determine that two tree-related variables—the number of trees
fronting a property and the crown area within 100 ft. (i.e. 30 m) of a house—are statistically
significant. Together, these two variables can add more than $8000 to the price of a house, the
equivalent of adding 129 finished sq. ft. (i.e. 12 sq. m) to the floor plan.
Parks also provide recreation to people from outside the immediate area. The value of these services
may not be fully reflected in residential house prices. House prices also do not reflect benefits
received by businesses, renters, and visitors. For these reasons, estimates from hedonic house price
models will generally underrepresent the true value of these amenities.

1.2.2

Walkability and Traffic Calming

Walkability has been growing as the focus of many urban design and economic studies as it is widely
believed that it provides incredible health, environmental, and economic benefits. In the past, some
transport and planning policies have tended to erode the social importance, economic vitality and
political power of cities. This was at first connected with a general anti-urban movement, which saw
towns as centres of disease, crime, corruption and threatening politics. The most recent history of
transport-planning decisions has left scars and built structures that create their own constraints.
There are many towns that have already destroyed much of the traditional town-centre fabric by
taking motorway standard roads too close to the heart of the city, dividing residential and shopping
areas, and therefore partly wrecking interesting and complex street patterns within which
pedestrian movements flourish.
The perspective has gradually changed. One is now seeing an increasing interest in the future of
cities around the world. In European discussions, the debate, which was initially about the power of
the institutions of the European Commission in comparison with that of the national governments, is
now including ideas about recreating important elements of urban autonomy. Pedestrianisation,
traffic calming and traffic restraint are mostly implemented in the cities and it is growing because of
the demands of local residents and traders. It is now accepted that it is essential to maintain the
urban structure and improve it using new design and traffic engineering principles and methods.
Walkability and traffic calming began in Europe in the 1960’s and 1970’s as a fledging concept and
was introduced to a few US cities in the late 1970’s to 1980’s (Ewing, 1999). Lockwood (1997) and
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Lockwood and Stillings (1998) identify the goals of the schemes and conclude that traffic calming
aims to reclaim public space through engineering tools that reduce auto speed and create safer
streets for pedestrians, bicyclists, transit riders, and other road users. Common traffic calming
techniques and tools include speed bumps, crosswalk narrowing for pedestrians, better signals or
signs, new street trees or landscaping, bike lanes, removing a lane of auto traffic, and reconfiguring
or narrowing streets.
Fehr and Peers (2008) redefined traffic calming as a type of street design treatment that uses
changes in street alignments, the installation of barriers, and other physical measures ‘‘to reduce
traffic speeds and/or cut-through volumes, in the interest of street safety, liveability, and other
public purposes’’ (Bartholomew and Ewing, 2011).
While the benefits of the schemes are widely discussed, there is another theory arguing that traffic
calming stigmatises a street, announcing to all prospective property owners that traffic is a problem.
A series of overmarked and oversigned speed humps on a low-volume residential street may detract
from the appearance of the street and advertise a problem.
Therefore, it is important to avoid extreme unnecessary schemes, keeping in mind that only nicely
landscaped devices that eliminate some or all through traffic from a street previously overrun will
enhance amenity.
The other concern is the optimum scale of walkability and traffic calming projects needed to
maximise the benefits. It is particularly important to consider engagement with the public, specially
residents and retailers, in this regard. The reason for this is that voiced opposition can effectively
stop a traffic calming project in its tracks. Small business owners can be the most vocal opponents of
traffic calming. Politicians and government officials are often reluctant to move ahead with a project
because it is politically risky to be anything but strongly supportive of small businesses. However,
experience has shown that once the project is done and business owners of the area have become
familiar with its benefits, they turn into some of the most vocal champions of the work.
Consequently, Council has to put more effort in to engagement with community before starting a
project. Traffic calming projects can make an area safer and more pleasant for residents, improve
business conditions and raise revenue for small businesses (Lockwood, 1998). Thus providing
information such as the results of work in other cities as well as the project’s business case
outcomes makes it far easier to develop neighbourhood outreach campaigns and tools that will fully
address the concerns of small businesses when traffic calming is proposed for an area. More
effective outreach campaigns and tools for small businesses will hopefully lead to traffic calming
projects that cost less and require less time to implement.
A good survey of the impacts of walkability and traffic calming on CBD retailers is Hass-Klau, C.
(1993). His estimate shows that the impacts of the scheme might not be significant in the first year,
but it is likely to increase the number of pedestrians by 20% to 40% in the following years. This
eventually leads to 50% to 85% premiums in rents (over the traffic-street rents) and so higher
property values.
Retail turnover is also found to be affected by the size of the city (total effects were not significant in
small towns with population of less than 30k while in middle-sized towns more than 70% of retailers
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said it had a positive impact and 5%-10% stated a negative impact); however, the majority of
retailers in all small and bigger towns stated an additional 5%-20% gain in their turnover through the
implementation of walkability scheme.
Additionally, the level and timing of the scheme is very important. For example, a wide
pedestrianised (car free) Saturdays decreases the turnover of CBD retailers by 5% (i.e. 3% large
business and 9% others) although this might not be the case for restaurants. However, this negative
effect is found to be lower in smaller/modest schemes and even leads to an increase in turnover
followed by a significant decrease in the number of vacant shops in the large shopping centre in two
years. The latter shed light on another issue: polarisation of retail types in a car-free scheme which
reduces the number and range of functions of small independent shops.
However, a limited car access cancels this out, resulting in higher turnover leading to 50% to 85%
premiums in rents and so higher property values in all classes of enclosed shopping precincts and
semi pedestrianisation; yet the greatest being in malls, followed by car-free streets. However, the
effects are found to be unfavourable for fringe shops just outside the developed area, unless the
scheme is carefully designed.
It is also emphasised that, to achieve the full benefits of walkability and pedestrianisation, it is
essential that buses are kept away from the main streets. This is mainly because of the noise and
pollution of the existing transportation fleet although one could argue that even clean electric buses
may decrease the positive impact to an extent due to their effect on peoples’ perceptions of the
area. In contrast, the impact of bicycle lanes is found to be very positive. One example is Drennen
(2003) who found from interviewing small merchants located in the Mission District of San Francisco
4.5 years after its construction that 66% of the merchants believe the bike lanes had a generally
positive impact on their business and/or sales, and the same percentage said they would support
more traffic calming.
To sum up, there are different levels options for and approaches to pedestrian-friendly transport.
The approach that appears to have the greatest impact on retailing success is the use of traditional
street structures and street patterns over relatively large areas, providing a coherent and interesting
pedestrian network. Small sections of pedestrianised streets or covered pedestrian precincts can
also have a positive effect. However, one has to be aware that covered precincts age and become
unfashionable; they are far more difficult and costly to modernise than pedestrian streets.
Achieving retail success, in general, reinforces the other reasons that have made the evolution of
pedestrian-friendly city space one of the most important transport-planning developments in recent
years. Retailers may resist when they do not have the information they need about the benefits to
them, but one should never campaign for the abandonment of a scheme once it has come into
operation because, once in place, retailers are often the main people to voice a desire to extend its
boundaries or period of operation.
Having looked at the impacts of walkability on retailers, it is important to note that not all of the
increased financial benefits go to the retailers. Profits can increase, but by less than the increase in
turnover. This may be because some part of the increased revenue is absorbed in the higher rental
values, or is allocated to the costs of designing and implementing town centre improvements. Thus,
the benefits are shared between a wide range of private and public town-centre services including
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retailers, landlords, pedestrians, and the town itself. In contrast, there is little evidence that the
benefits of increased turnover are passed on to the customer in the form of reduced prices. The
benefits to shoppers are mainly in the form of a substantially improved urban environment and, in
some cases, improved public transport facilities.
Testing market acceptance of pedestrian vs. transit-oriented development using hedonic methods is
not viable in Lower Hutt until there is enough of it actually constructed and on the market to provide
statistically reliable samples. Yet, the literature is robust enough to recommend improving the
walkable streets network towards the shopping and civic centres and the Promenade, while keeping
the complete pedestrianisation limited to a smaller scope, such as making Eastern end of Margaret
St. car-free and available for events on Saturdays. This can increase property values by 3% (up to 5%
if it is near another walkable area), decrease the transportation cost, and attract educated affluent
people to the CBD.

1.2.3

Transit and Accessibility

Extending Johann von Thunen’s theory of the value of farmland being a function of the land’s
relative proximity and, thus, its accessibility to the market place, literature shows similar
relationships between accessibility, property value, and development intensity in other types of land
use categories. Theoretically, as land becomes more accessible its perceived usefulness as a location
for business or residential activity increases, leading to increased demand for the land, which raises
its value and induces the ultimate land developer/user to use the land more intensely (Landis and
Huang, 1995). This is traditionally explained by proximity to CBD as lower transportation and
convenience costs increases the demand.
The higher land costs associated with central locations usually result in greater development
densities (Hansen, 1959; Peiser, 1989; and Wassmer and Baass, 2006). Hence, central locations not
only benefit from the destination accessibility and its effects on travel behaviour (Ewing and
Cervero, 2010 and 2001) but also from higher density.
Although these effects have been reduced somewhat by the replacement of the pre-1950s singlecentred metropolitan pattern with a modern multi-centred urban form (Anjomani and Chimene,
1982), they are still observable, particularly in regions that retain some of their monocentric past.
In principle, the increase in relative accessibility translates into increased development potential and
land values (Hess and Almeida, 2007; Nelson, 1992 and 1999; and Nelson and McClesky, 1990).
Literature shows a 1.7 percent decrease in the sales prices of single-family homes for every 10
percent increase in the distance from CBD, in most of the cities, all else being equal. This is in line
with surveys of the general public (Russonello and Stewart, 2003; Handy et al., 2008; and Lewis and
Baldassare, 2010) and of persons likely to be active in the home-buying market (Russonello and
Stewart, 2004), that indicate significant current demand for transit oriented developments. Another
branch of the literature, based on demographic projections, suggests the potential of even stronger
demand in the future (Myers and Gearin, 2002; and Nelson, 2006).
The review of literature by Cervero et al. (2004) synthesizes studies completed since 1993, shows
price premiums for housing located within a ¼ to ½ mile radius of rail transit stations of between
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6.4% and 45%, compared to equivalent housing outside of the station areas. The same review finds
premiums for commercial property values ranging from 8% to 40%. Debrezion, Pels and Rietveld
(2007) further conduct a meta-analysis using data drawn from 57 other studies. The conclusion from
their regression analysis is that transit proximity still matters, with residential property values
increasing 2.4 percent for every 250m closer to a station and commercial properties increasing 0.1
percent for every 250m.
The price premiums for commercial properties vary with the degree of regional access provided by
different transit technologies i.e. proximity to a regional commuter rail system commands on
average price increase 6 times that of proximity to city-wide light rail system (Cervero and Duncan,
2002). Furthermore, Duncan (2008), in his analysis of the San Diego light rail system, shows that the
‘rail proximity premium’ for multifamily housing is three times higher (16.6 percent) than that for
single-family housing (5.7 percent), supporting the notion that buyers in the condominium market
have a stronger demand for transit access than buyers of single-family homes.
In fact, these advantages are not limited to condominiums but are also associated with being within
or close to a mix-use environment. Atkinson-Palombo (2010) shows transit-oriented development is
accompanied by a 37% premium for condominiums located in such areas, indicating that the
advantages are also capitalised in the prices of properties. The principal reason for the superiority of
mixing use is it provides the residents and workers in a neighbourhood with easy access to at least
some of the destinations on their daily itineraries, such as employment, housing, schools, shopping,
local services, and cultural and recreation facilities. This increase in proximity and convenience has
been linked to smaller daily activity spaces, shorter daily travel distances, lower average vehicle trip
rates, and fewer total vehicle miles of travel (Ewing and Cervero, 2010 and 2001; and Fan and
Khattak, 2008). Anecdotally, we observe this logic when we read real estate ads that list things like
‘‘close to shopping’’ and ‘‘easy walk to elementary school’’ as positive selling points. Logically, the
increased convenience would find favour in real estate markets.
However, the positive impacts are only valid if there is enough planning support for that e.g. a
proper pedestrian access to the train station is provided. Planners should also consider the negative
effects. Li and Brown (1980) show that such destinations frequently have noise and congestion
elements associated with them that may have a negative impact on the prices of surrounding
housing. Several studies found negative impacts of being too close to train stations; although, the
negative externalities are likely to decrease more rapidly with distance than the positive effects.
Proximity to an industrial district and a public housing project had also negative price effect. In a
more complex view, Mathur’s analysis (2008) of King County, Washington, shows accessibility to
retail jobs increasing the price of low-quality housing while decreasing the price of high-quality
housing.
The price effect of mixed uses also depends on the development pattern of the neighbourhood
(Matthews and Turnbull, 2007). In car-oriented neighbourhoods with curvilinear and dead-end
street patterns, the presence of retail uses within walking distance has no significant effect on price.
In pedestrian-oriented neighbourhoods with interconnected streets, however, retail proximity has
both positive and negative effects relating, respectively, to the accessibility and disamenity
influences. They find evidence that the negative effects fall off quickly with distance, though, and at
approximately 70 meters from the retail use they are overwhelmed by the accessibility effects.
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Likewise, small grid-like patterns in neighbourhoods containing other pedestrian-oriented features
such as narrow street cross-sections and neighbourhood retail increases house prices, while the
opposite is true in more car-oriented neighbourhoods (Matthews and Turnbull, 2007; and Song and
Knaap, 2003). Also, back-entry alleyways are found to have negative price impacts in Dallas-Fort
Worth (Guttery, 2002).
The second key impact of better access to public transport is on intensification. A good example of
this is the City of Portland (2008). Before the Portland Streetcar (a tram) service was built,
development in the area was constructed at less than half the density (as measured by floor-area
ratio) allowed by zoning. Projects built since 1997, however, have been constructed at 60% to 90%
of the allowable density, with the highest densities immediately adjacent to the tracks. It is
estimated that more than $3.5 billion in private capital has been invested within two blocks of the
streetcar alignment, including more than 10,000 units of new housing and 5 million sq. ft. of
commercial space.
It is also worth mentioning that the accessibility impact of station areas containing higher levels of
‘population serving employment’ (i.e., entertainment, food-related, retail, and service businesses) is
much more significant. (Duncan, 2011)
The accessibility advantages provided by transport investment can, when supported by appropriate
planning and zoning, result in a capitalisation effect not only in property values and higher intensity
but also in higher quality developments. It is hard to generalise conclusions from previous studies
but the following broad points can be made:
1. One variable suggested by theory and supported in the literature is the degree of relative
accessibility being provided by transport. Factors relevant here would include the frequency,
geographic extent, and speed of the transport service and the length, intensity, and
geographic extent of traffic congestion on parallel road systems.
2. Another related factor borne out by the literature is the relative distance of the transport
station from the CBD and other activity centres. The closer a station is to the CBD, the larger
the effect of proximity to the station.
3. Finally, the literature supports the idea that transit-based influences on land price seem to
co-vary with development densities—as one raises, so does the other. One would expect
this as developers seek to recoup higher land costs with more products.
Therefore, in Lower Hutt, the plans for the Pedestrian and Cycling Bridge and relocation of the
station must ensure that Melling station is not further than 300 meters from the end of Margaret
Street so the total walking distance from the majority of properties around the Promenade will be
less than 500 meters. The Melling train station is at the other side of the river, so there would be
limited dis-amenities (noise, light, traffic, trash, etc.) of being too close to the station for those reside
in the CBD. The station replacement is expected to have minimal negative impact on western hills’
residents as previous surveys showed that they mostly drive to the station. Proper walking and
vehicle access should be considered in designing the Melling bridge/interchange to provide good
access to the new station. It is also essential to have walkable access all the way from CBD to the
train station and it would be beneficial to consider some retail shops in the design of the new
station.
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This is likely to increases the property values by about 6% as the majority of them are within walking
distance to transit with CBD mixed-use neighbourhoods. However, this increase could be up to 15%
if shops and quality pedestrian access all the way from Melling station to the CBD are provided. This
also increases the demand and so further intensification (60% to 90% of the allowable density) is
expected in nearby blocks. Higher density, in turn, encourages higher value development.

1.2.4

Two-way streets, economic activity and liveability

When looking at ways to increase the vibrancy and activity in CBDs consideration is often given to
the question of whether converting the CBD into one way road system would alter the movement of
cars around the CBD and convert streets into pedestrian malls that will assist retail success.
Research confirms that two-way streets create higher levels of economic activity and improve the
liveability of downtown areas. Gayah V. (2012), illustrating the reasons behind this, explains that
two-way streets are better for local businesses that depend heavily on passing traffic. Additionally,
traffic signal timing on two-way streets forces vehicles to stop more frequently than on one-way
streets; giving drivers more exposure to local businesses. Most retailers prefer the exposure and
accessibility offered by being located on a two-way street. This is supported by examples such as
Vine St. in Cincinnati, where 40% of businesses in this now economically depressed downtown
corridor closed after the street was converted from two-way to one-way.
Two-way streets have also been found to be safer than one-way streets, for several reasons.
Although intersections at two-way streets have more conflicting movements, one-way streets lead
to decreased levels of driver attention. One-way streets also allow higher travel speeds since signal
timing results in less frequent stops for vehicles. Pedestrians also prefer crossing two-way streets
since drivers tend to travel more slowly on them and vehicular conflicts are more predictable.
Downtown visitors, whether they arrive by car or public transport, prefer two-way street networks
to one-way street networks because they are less confusing. Visitors driving in a two-way grid
network can easily approach their destination from any direction. A one-way network may prevent
drivers from approaching their destination from the most logical direction. This uncertainty can
intimidate drivers and, in some cases, make them hesitant to return. Likewise, two-way streets make
locating the public transport stop for a return trip from downtown easier—in almost all cases, the
bus stop is simply located across the street. On one-way networks, however, the stop for the return
trip is usually on another street, which may confuse visitors and cause them to get lost.
Also, as retail and entertainment activities begin to increase in downtowns, cities today are
experiencing an influx of new downtown residents in numbers not seen in decades. Young
professionals with no children, looking for an urban lifestyle, as well as “empty-nesters” who are
tired of the big house and yard (with a corresponding big commute) are beginning to return to
housing areas within and immediately adjacent to downtown. For these people, liveability is of
paramount importance.
Finally, most downtowns have a well-developed street grid; an abundance of alternate routes is the
inherent advantage that successful downtowns have over their competitors, i.e. suburban office and
retail parks, where all traffic is generally forced onto the one or two available arterial routes. This
12

corridor capacity approach assumes that as one route begins to approach its capacity, some traffic
will divert to other parallel less-used routes. This diversion begins to enliven some of the downtown
areas that were previously forgotten in the one-way system, making them more visible and
attractive for redevelopment.
Opponents of converting one-way streets to two-way operation often cite the decrease in vehiclemoving capacity (in addition to cost and feasibility). Although two-way streets can increase
prosperity and liveability, they fear that the loss in vehicle throughput will result in longer and more
congested peak periods, lower average vehicle speeds, and increased vehicular delay, thus reducing
network efficiency. Congestion arising from the loss in vehicle-moving capacity causes people to
avoid the downtown area and may contribute to its decline as a centre of economic and recreational
activity. This isn’t applicable to Hutt City’s CBD.
Walker G. et al. (2000) suggest using a combination of evaluation measures to effectively assess the
impacts and benefits of converting a given one-way street network to two-way travel. The measures
include traditional travel service impacts such as capacity and vehicular delay, but also taking into
account liveability issues within the downtown street network such as public transport routing,
pedestrian mobility and safety, and retail business street exposure.

1.2.5

Synergistic Effects

The newest literature suggests that the benefits of public transport accessibility and public transport
oriented development design are linked synergistically and may be, to a degree, mutually
dependent. In general, for instance, consumers seem willing to pay a premium to locate in Portland’s
New Urbanist developments that feature higher-than-average densities, a mix of housing types,
commercial centres, interconnected streets, and prominent public spaces (Eppli and Tu, 1999, 2002
and 2007; and Plaut and Boarnet, 2003). Song and Knaap (2003) show a $24,255 premium for such
areas compared to those in conventional suburban neighbourhoods. Additionally, compact
developments are found to command a price premium of as much as 40% to 100% compared to
houses in nearby single-use subdivisions, according to Leinberger (2008). The homes at Kentlands,
Maryland, for example, sell at a $25,000 (12 percent) premium over comparable large-lot
developments in the same zip code (Eppli and Tu, 1999).
However, Duncan (2011) shows that public transport proximity provides no statistically significant
price premium in the absence of a good pedestrian environment. He also shows that the reverse
appears to be true—that a good pedestrian environment provides no price premium in the absence
of public transport proximity. Reviewing more than three thousands condo sales in San Diego
between 1997 and 2001, he found that condos located 0.3 km from the light rail station in
neighbourhoods with good pedestrian quality receive a 15.3 percent ($19,404) premium in price;
those 0.3 km from the station in areas with poor pedestrian quality receive a 7.6 percent ($9,962)
discount in price. Atkinson-Palombo (2010) shows similar effects in over twelve thousand sales from
1995 to 2007 in Phoenix, with single-family houses and condos in mixed-use neighbourhoods
enjoying a 6% and 16% premium in price respectively, because of proximity to light rail, while in
residential-only neighbourhoods the effect of proximity is insignificant for houses and it is limited to
3% for condos.
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1.3

Defining the Promenade

The purpose of the Promenade project is to turn the CBD to face and join with the river. In its most
basic form the Promenade is a walkable platform that bridges the gap between buildings on Daly
Street and the top of new stop banks. At its most expansive, the Promenade project is the creation
of a river waterfront precinct that transforms the City. This wider view includes the following
features:
• Promenade (public walkway) integrated with new stop banks
• Good quality mixed-use development that fronts directly onto the Promenade
• New river landscape with high levels of social & ecological amenity
• Urban environment that attracts business and talent
• Vibrant commercial, social, and cultural activity
• Reconfigured Melling Interchange & new Melling Bridge as proper gateway to a vibrant CBD
• Strengthened walking & cycling through the CBD, Promenade and the river landscape, as
well as from/to State Highway 2 and the Western Hills, and
• New pedestrian and cycling bridge with strengthened bus & train services.
Figure 5 presents a few artist impressions that illustrate how the Promenade may look like when the
construction is completed.

Figure 5 Promenade artist impressions

The Promenade has the potential to be a catalyst for Lower Hutt to come into its own as a more
ambitious, up-beat, and self-assured city contributing fully to regional economic growth and
development.
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1.4

Promenade development goals, principles and priorities

The opportunity to develop the Promenade arises from future flood protection upgrade work by
Greater Wellington Regional Council (GWRC) who are reconfiguring the stop bank alongside the
CBD. Hutt City Council is working jointly with the Greater Wellington Regional Council and New
Zealand Transport Agency (NZTA) to integrate our city’s vision with their planned flood protection
and Melling Interchange upgrades. The regional council expects to start construction in 2018-2020.
The integration of Making Places projects with GWRC and NZTA projects highlights the need for a
master service agreement and plan for implementation, maintenance and management of the entire
joint project. Designing the master service agreement and plan is beyond the scope of this study;
however, developing an investment logic map, that compares the purpose and responsibilities of
partners with the rationale for and consequences and benefits of each element of the project, is
recommended. This model is a known framework that helps decision makers in this regard.
The desired outcomes of the Promenade part of the joint project are:
• Prosperous CBD, representing a flourishing City
• Connecting the CBD to the river
• Good quality, diverse and highly accessible social amenity
• New buoyant residential lifestyle in the CBD
• Protecting the City from flooding, and
• Optimized multi-modal transport network that supports the central area, wider city and SH2.
There are a range of objectives that must be achieved to reach the aforementioned outcomes:
• Preparation of a robust business case for each stage of the Promenade Development
• Allocation of sufficient budget
• Obtaining Community support
• Agreement with GWRC and NZTA about the roles of each organisation as well as the scope
and design of the project
• Agreement of building owners to work with Council to produce a high quality urban
environment in the Promenade area
• Appropriate roading network in place to support a prosperous CBD and Lower Hutt
• Apartment living available in CBD
• Flood protection upgrade completed

1.5

Purpose and scope of the study

This business case aims to provide a better understanding of the economic impacts of developing
the Promenade and support decision making regarding the best option for the design and
development of the Promenade to achieve the desired outcomes.
The analysis covers the various aspects of the development including the costs and benefits of the
potential options, the breakdown of benefits for different stakeholders, the return on investment for
Council and ratepayers, and the feasibility and risks involved with each option.
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The business case concentrates on the longer term opportunities of the project, such as lifting the
potential of the CBD for apartment growth.

1.6

Our approach

This analysis starts with a review of previous studies on the impacts of different aspects of the
project in Section 2. This provides an opportunity to learn from other local and international
experiences, and creates a solid base for the further assumptions about the wide range of
quantifiable and non-quantifiable impacts.
Section 3 explores both qualitative and quantitative impacts of this investment; in particular those
that will materially affect the final decision to start the project and helps decision makers to consider
how to proceed with each element of the project in order to gain the highest amount of benefit for
the City and its residents. The qualitative benefits and the best design and configuration of the
Promenade were assessed through a workshop open for public and a survey through Citizen’s Panel,
and the quantitative benefits were reviewed through an economic impact assessment that explores
various options and the potential effect each has on rates.
Section 4 further discusses the project’s financial return on investment before Section 5 summarises
the benefits for each stakeholder -Lower Hutt households and businesses, CBD retailers and
property owners. Section 6 provides a contingent valuation to assess how the residents across the
City value the proposed Promenade, and if they are Willing to Pay (WTP) for this development.
Sections 8 and 9 present a SWOT analysis1 of the key management options for the projects and a
review of legal considerations. The study concludes with a risk assessment analysis in Section 10 that
includes identifying the key risks and mitigation strategies, reviewing the assumptions made in
estimating the benefits, and the sensitivity tests applied to test the robustness of results.

2.

Promenade development options

The stopbank on both sides of the river will be raised and extended through the flood protection
work. No decision has been made about the dimensions of the new stopbank or the riverside
Promenade that could be created. Once the new stopbank design is completed, a decision should be
made about to which extent the stopbank at the eastern side of the river between Ewen Bridge and
Melling Bridge is suitable for intense and quality design and development, with improved walkability
and connection features.
One of the objectives of this study is to identify the optimum scale of the Promenade development
and as a result the required level of investment. The following options are defined and the costs and
benefits of each option are carefully reviewed.
1

SWOT analysis is an acronym for a structured planning method that evaluates Strengths, Weaknesses, Opportunities, and
Threats of a project in order to inform later steps to achieve the objective.
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2.1

Counterfactual

The least amount of development possible is to limit the work to build a retaining wall at the
exterior side of the stopbank in Stage 1 and 2. This would guarantee that Council will have the
option to develop a bridge connecting stopbank to the adjacent properties (to be called “the tunnel”
hereinafter) at a later date. The cost of building the retaining wall was estimated by an external
contractor. The only impact considered in this option is its construction impact and there is no
financial return to Council as a result of building the retaining wall.
This option is named Counterfactual because of the low likelihood of Council and the community
supporting the building of such a retaining wall without further improvements of the stopbank,
connections and nearby streets because there are no benefits associated with it.

2.2

Stage 1

The best location for the Promenade, if it is to be a relatively small area, would be the stopbank
between Margaret St. and Andrew’s Ave. The reasoning behind this is that this area can provide a
good walking distance to the Queensgate shopping mall from one end and the Civic Centre from the
other end. Developing high quality attraction in this area with improved connections to the two
established points of interest can create a golden triangle that encourages further private sector
development.
This area is also closer to most of the existing comparatively high rise buildings in the CBD and is in
the middle of the distance between the two bridges. So it will provide good access for local and
regional visitors.
The proposed Stage 1, as represented in Figure 6, is the most complex and costly stage due to its
significance and the association with key Promenade features. The Daly St. tunnel, two large ramps
towards the City, changes in Dudley St., and improved intersections and walkways towards the
centre of the City and its other attractions are included in the proposed preliminary design.

2.3

Stage 2

The extension of the initial area, specified in Stage 1, towards the Ewen Bridge is called Stage 2. This
would be a wider and longer area from Andrew Ave. to Ewen Bridge. The total cost is significantly
less than Stage 1 due to the fact that it doesn’t include some of the expensive features of Stage 1,
such as tunnel and the large ramps; however, the bigger scale of the area would require more
investment in pavement, design features, public art and safety aspects.
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2.4

Stage 3

The remaining area from Margaret St. to Melling Bridge is called Stage 3. The cost estimation for this
stage only covers stopbank improvements; however, the urban design team is working with GWRC
to evaluate the possibility of using a portion of current riverbank in order to expand the Promenade
and offer a more exciting Stage 3.
Because of the limitations of the Promenade development, especially the budget constraints, Stage
3 construction is likely to start a few years after the Stage 2. Thus, when analysing the economic
impacts of this stage, it is assumed that Stages 1 and 2 are already complete.

2.5

Stage 2X

There is also the possibility of extending the Stage 1 tunnel into Stage 2, thereby connect all Daly St.
buildings to the Promenade. Figure 6 illustrates the proposed area; however, the exact location and
size of the tunnel and its upper and lower ends are yet to be determined. This means that the
uncertainty around the estimated cost of this tunnel is higher than the other parts of the project.
The benefits are estimated using an approach similar to the other stages.

2.6

Stage 1 and 2 concurrently

This option suggests a scenario in which Council encourages and promotes private sector activity by
showing a strong commitment to making mass improvement through the development of Stage 1
and 2 at the same time, accelerating the development of a vibrant regional attraction and
rejuvenating the central and southern parts of the CBD. Therefore, analysis of this option reflects the
expected greater impacts of both public and private sector developments and the additional urban
agglomeration effect.
If both stages are not completed at the same time, it is unlikely that the small area defined in Stage 1
will attract a significant number of visitors because of the inconveniences potential construction in
the nearby Stage 2 will create. This will in turn reduce Stage 1’s attractiveness as a waterfront for
visitors and as a liveable area with a picturesque view for new apartment residents.
Developing the two stages at the same time also affects the logistics of the development. It is faster
and easier to get all the contractors to complete the whole Promenade, rather than completing one
stage, then call for new contractors for the second stage in a few years. The construction of the
Promenade, similar to other civil works, further disrupts the local residents and businesses through
noise, dirt and dust, and road closures. So it will be also more convenient for the neighbours if
Council undertakes the works altogether, specifically if the main work can be completed before the
new potential apartments are developed.
The concurrent development also has pros and cons in terms of cost. Potentially the project may
create excessive demand in the construction sector which in turn is likely to put pressure on the
available resources and increase the prices of some products and services. However, the larger
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project may also be able to benefit from economies of scale and so lower cost in obtaining some
other resources. These two effects may cancel each other out. Therefore, the development cost of
doing the two stages concurrently is not estimated to be significantly different than doing the Stages
one after another.

2.7

Pedestrian and Cycling Bridge

The Promenade at its most comprehensive includes providing pedestrians and cyclists with an
improved access to the existing public transit facility at Melling Station, through a bridge connecting
the western end of Margaret St. to the station. The bridge will be seen not only as a shortcut to help
people living or working in CBD to have a better access to the train but also tie together the
connections between the CBD and western hills residents and also support the visitors to the
Promenade and CBD shops to travel to the City using the train on the established Melling line.
The optimum shape and location of the Pedestrian and Cycling Bridge is dependent on the relocation
of Melling Station, and the new location of the Melling Station is to some extent reliant on the plans
for Melling Bridge’s replacement and changes to the Melling Interchange. Hence, the proposed
location, illustrated in Figure 6, is merely indicative. Council officers are only able to proceed with
further design and cost estimation works on this part of the project when the plans for Melling
Bridge, interchange and station is confirmed. Subsequently, this report uses the GWRC cost
projection for this Bridge.
Lastly, the cost and benefits of Melling Bridge replacement and the proposed Melling Interchange is
not investigated in this report; however, a proper gateway to a vibrant CBD undoubtedly
strengthens the discussed benefits including better walking and cycling opportunities through the
Promenade and the CBD to western hills, in addition to providing proper access to State Highway 2
and smoothening the traffic flow from CBD to the Western Hills and vice versa.
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Figure 6 The Scope of Promenade stages used in Cost Estimation
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2.8

Capital expenditure projection

The capital expenditure projection is estimated based on the defined stages. While the uncertainties
around the design and position of elements spill over to the cost estimation and make the current
projection not robust enough for implementation purposes, the projection can help provide insight
about the range of potential future scenarios and an indicative return on investment on each stage2.
The costs include the construction of the retaining wall, required structures for connecting the
stopbank to the adjacent properties (in stages 1 and 2X), ramps and stairs towards the river and the
City, access lanes, intersection on Andrews-Daly-Dudley streets, laneways, landscaping on top of the
stopbank (i.e. paving, planting and decorative in-ground and pole lights), street and footpath
furniture (i.e. seats, bike stands, rubbish bins and bollards), surface storm-water catch and discharge
system, and other structures or services relevant to each specific stage. The cost estimation does not
include flood protection works (e.g. the extension of stopbank) that will be undertaken by GWRC.
Preliminary and general costs (i.e. P&G and contingencies) are expected to be 17% of the stated
costs, while fees (including design & engineering, quantity surveying, project management and
resource & building consents) are considered at 15% of all other costs.
Encouraging and supporting the adjacent properties owners to develop their properties in line with
plans for Stage 1 of the Promenade project is likely to cost around $1M. This may be through rates
and development contribution remissions, improved connection to the properties, or providing
other development incentives. A similar amount should be considered if Council decides to buy
those properties and sell them at discount to an investor who is willing to develop them in line with
the project. The same amount is considered for the case of Stage 2X.
The summary of capital expenditure projection is provided in Table 1. The base date for this
estimation is March 2018. The total cost of developing the Pedestrian and Cycling Bridge (and
replacing the Melling Station) is based on earlier GWRC reports. We acquire
Table 1 Summary of capital expenditure projection (Million dollars)
P&G and
Subtotal
contingency
Subtotal
Stage
(17%)

Counterfactual

Fees
(15% of
Total)

Development
incentives

Total

2.9

0.5

3.3

0.5

0

3.9

Stage 1

15,5

2.6

18.1

2.7

1

21.9

Stage 2

2.4

0.4

2.8

0.4

0

3.2

Stage 3

2.7

0.5

3.2

0.5

0

3.7

Stage 2X

4.8

0.8

5.6

0.8

1

7.5

Pedestrian & Cycling Bridge

5.6

1

6.6

1

0

7.6

Note: Amounts may not add up due to rounding.

2

The capital expenditure projection is likely to be extended to include other costs such as Melling Station relocation,
stopbank ground improvements for building the retaining wall, acquiring more of the adjacent properties, replacement of
bus stations and Melling Bridge (and potentially acquiring properties to accommodate it), and landscape connecting the
Promenade to the stopbank at north of Melling Bridge.
These may change the capital expenditure projection; however, it has limited impact on the accuracy of the estimated
benefits due to the fact that majority of the benefits are estimated based on the impacts of the projects rather than the
associated capital expenditure.
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3.

Benefits of Promenade development

The Promenade development provides a variety of benefits ranging from better feeling and sense of
place to environmental, health and economic benefits. While all of these are important in deciding
about how to carry out the project to ensure better outcomes, many potential benefits are difficult
to quantify if they are quantifiable at all. This is a known issue in measuring the impacts of social,
cultural and environmental projects and policies.
Therefore, in developing the benefits, we first considered the range of benefits that may be
measured credibly. We have also taken the availability of data, the significance of the potential
impacts, and the strength of the causal link between the Promenade and the identified benefit into
account. We rely on earlier studies in determining the degree of causality.
The potentially measurable benefits addressed in this study are:
a)
b)
c)
d)
e)
f)

Residential and commercial development
Construction impact
New jobs generated
Property value increases
New residents’ expenditure, and
Visitors’ expenditure

The abovementioned elements are utilised in an extended Economic Impact Assessment (EIA) model
to quantify the total benefits accrued. The benefits are also attributed to various stakeholders, in
particular, Lower Hutt households and businesses, CBD retailers and property owners.
The inestimable benefits are explored in the next section, prior to elaborating the EIA model in
Section 3.2.

3.1

Qualitative Benefits

The development of a riverside promenade has become possible because of the flood protection
upgrade which is designed and will be implemented by GWRC. While the Promenade is expected to
provide a range of environmental, social and wellbeing benefits because it will be in essence a byproduct of the flood protection upgrade, it is hard to distinguish the qualitative benefits arising from
the construction of the Promenade from the variety of amenities, areas for activities, sculptures,
terraces and ecological improvements that are already part of the larger existing plan – flood
protection.
A number of ecological and cultural benefits are included in previous studies for flood protection
management conducted by GWRC. GWRC also undertakes counts of users on river paths and their
activities (e.g. walking, dog walking, cycling, or running). The unmeasured benefits, however, can be
extended to social benefits.
Surveys undertaken by Hutt City Council show that the majority of residents consider Te
Awakairangi/Hutt River to be an important asset for the City in terms of its culture, identity and
22

potential to provide increased levels of amenity that can attract and stimulate use and investment in
the city centre. Residents have consistently asked for a better connection to the river. A developed
waterfront does not only provide this connection, green open space and visual appeal but also
improves the perceptions about the City that can lead to greater long term impacts. For example,
the Promenade could be a prominent regional attraction that adds prestige to local businesses
which in turn will help them to develop their businesses. The city will also develop an improved
reputation as a centre for business. Local residents will have a significant and attractive site with
more natural features to go to. All these would help to restore social amenity and sense of place for
Lower Hutt residents and their river.
The Promenade multi-purpose grounds, for outdoor events, enable the local creative communities
to host events in a quality space. The amenity would complement the newly developed and
upgraded Civic and Event Centre in attracting more tourists to the City, in addition to engaging,
educating and entertaining local residents. From an economic perspective, cafés, restaurants, bars,
and other shops on or nearby the Promenade, towards the Civic Centre and Queensgate shopping
mall, will greatly benefit from the visitors’ spending.
The project also includes improved walking and cycling pathways through the CBD and the
Promenade to State Highway 2 and the Western Hills and modified areas for variety of recreational
activities. This would be an incredible opportunity to encourage an active transport and lifestyle for
residents in medium and high density urban areas which is proven to contribute positively to
physical, mental and social wellbeing.
The wider use of the Promenade and its active transport features would also encourage doing
business and living in the Hutt Central. This would support the CBD’s rejuvenation, vibrancy,
population and density increases, and achieve the urban growth strategy targets. It will also, in time,
reduce traffic congestion, inner city car park demand, carbon emissions and air pollution from
transport, increase productivity, and assure good quality mixed-use development in the CBD.
Multiple values generated through the Promenade project promises a unique game changing
opportunity to convert the CBD to a vibrant attractive place for all the residents, particularly young
and educated people. The qualitative benefits are also reviewed according to Council key strategies
and policies and residents perspectives, as presented in the following sections.
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3.1.1

Promenade and Council’s key strategies and policies

The Promenade development project is also examined against Council’s four key strategies, priorities
set by Strategic Leadership Team (SLT), and other plans and policies that may influence the outcome
of the project or be influenced by the outcome of the project. The result is presented in Tables 2.
Table 2 Contributions of project to the implementation of Council’s four key strategies

Environmental

Urban Growth

Leisure and

Infrastructure

Sustainability

Strategy

Wellbeing

Strategy

• Create a strong sense of
place that attracts young
people and business
talent to Lower Hutt

• Working in
partnership with
others and actively
seeking appropriate
commercial and
business
development
opportunities

• Increase resilience
to climate change
effects on the City

• Making wider
ecological
• Investing in the
connections for flora
beautification of the CBD
and fauna in the
ensuring a vibrant and
valley area
active street life by
bringing non-retail
• Carbon landscape
activity to the CBD
audit and
management
• Investment in CBD to lift
strategy
the longer term
apartment growth
• Elevating the river
potential
(& associated
topics) to front of
mind for the City
• Improving access to
public transport,
and
• Promoting walking
and cycling

• Making the area a highly
attractive environment
for apartment dwellers,
encouraging additional
migration to Lower Hutt,
and
• Support sustainable
economic growth
through supporting
commercial development

• Providing best local
government services

• Flood protection
• Transport network
improvements for
cars, public
transport, walking,
& cycling, and
• Appropriate
gateway to the
Lower Hutt CBD

• Improving access to
green/open space
• Providing sufficient,
quality green/open
space to meet future
City needs
• Increasing the
opportunities for
walking and cycling,
and
• Venues for cultural
expression

Table 3 Contribution of project to the implementation of Senior Leadership Team’s Priorities

Priority

How it fits

Stimulate economic and social

• Securing residents lifestyle and investment and
increasing resilience to climate change effects on the
City (flood protection), and

development according to Economic
Development Plan 2015-2020

• Lifting longer term apartment growth in the CBD and
through this stimulating the economic development of
the City through increased commercial and residential
development
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Table 4 Other Council plans and policies

Project/ Document & Owner

Description/ Relevance/ Impact

Reserves Strategic Direction Parks and Gardens

Our reserves help to protect and preserve the natural
environment, the beauty of the hills, harbour edges, rivers and
streams, conserve landscapes that give the City character and
protect natural and cultural features. Many of our reserves give
access to natural areas so we can experience and learn about
nature and the environment.
Many reserves protect public open space and areas of native
forest, streams and other habitats that allow our native flora and
fauna to thrive and our community to recreate.
In particular, the Promenade contributes to the liveability of urban
areas and provides a green environment that connects the CBD to
Hutt River.

Network Framework

Traffic Network Modelling is required to test Promenade options &
to optimise the multimodal transport network throughout the CBD,
Melling, State Highway 2 and outer areas.

Remissions Policies

To encourage economic development in the Hutt CBD by
remitting the development charges listed below and rates on
qualifying developments:
•

development contributions

•

reserve financial contributions

•

resource consents charges, and

•

building consents charges.

This policy is part of a wider programme aimed at revitalising the
CBD.
Purchase and Sale of Property
for Advancing Strategic
Projects

Hutt City Council has an economic objective “to grow the wealth of
the City”. Council has adopted a number of strategies, plans and
policies e.g. CBD Making Places, Petone Vision, Vision Seaview
/Gracefield 2030 that outline a range of initiatives that will help
achieve this objective.
In certain circumstances it may be necessary or advantageous for
Council to purchase, hold and/or sell a specific parcel or parcels
of property in the City in order to enable the fulfilment of the
initiatives outlined in the Council’s adopted strategies, plans and
policies.
This Policy aims to provide a framework for the purchase, holding
and/or sale of property by, or on behalf of, Council for this
purpose.
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3.1.2

Promenade and Residents’ perspectives

In addition to the earlier consultations, a survey was designed to re-confirm residents’ views about
and priorities for the Promenade and its preferred design, how it affects the CBD and the City’s
residents and businesses, and what value they place on the project.
The survey of all Hutt City Views members was conducted online from the 2nd to 24th of December
2016. A total of 605 responses were received. Out of the total sample, 293 and 312 responses were
received from Randomly Selected Sample and Self Selected Sample, respectively.3
Eighty four percent of the respondents (in both samples) believe the revitalisation of the CBD is
important to the future of Lower Hutt. The respondents’ selection of what is important to them in
the future for the CBD is ranked and illustrated in the figure below.

Figure 7 what is important to Lower Hutt residents in the futures of the CBD?

In addition, the residents expect the developments to be of a high quality. This is evident as the
question of “what level of quality do you expect from the new CBD buildings and public spaces”
received an average ranking of 8.6, where 0 is low quality and 10 is first-class quality.
Residents also indicated that connecting with the River is very important for the CBD, by an average
ranking of 7.7 (out of 10). Sixty three percent of the respondents selected Christchurch when asked
which New Zealand cities were in their view well connected with their river. Christchurch was
followed by Hamilton, Whanganui, and New Plymouth. Fifty seven percent of the respondents chose
Brisbane as an international city with a waterfront design that might suit Te Awakairangi/Hutt River
Promenade. Brisbane was followed by Paris, Ottawa and Lyon.

3

Some of the results are cross-tabulated by whether or not the respondent is part of the randomly recruited sample or the
self-selected sample. The purpose of this is to present the discrepancies between the two sample groups, if any. ‘All
Respondents’ is the sum of all survey responses.
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The next questions were about Making Places, the Council’s long term development strategy for the
CBD. The results suggest that over 90% of the respondents believe that Council has a role in making
a vibrant, liveable and river-connected CBD. A majority of respondents thought Council should play
this role by providing public amenities and green space (92%), improving pedestrian and cycle ways
(80%), and supporting businesses and retailers (69%).

Figure 8 What role Council should play to make the CBD vibrant, liveable and river-connected?

The majority of respondents were not aware of Making Places; however, those who said they were
aware of the strategy (45%) ranked its implementation 5.6 (out of 10) when answering the question
“how well Making Places is being carried out”.
Respondents were then asked about people living in the CBD. In this case, the majority of
respondents (56%) said they agreed or strongly agreed that it would be good if more people lived in
the CBD.
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Figure 9 Do you agree that it will be good if more people live in the CBD?

Interestingly, more than a third of the respondents (37%) said that they may live in the CBD in the
future with answers ranging from possible to likely and extremely likely.

Figure 10 How likely would it be that you'd live in the CBD in the future?

Respondents also agreed (or strongly agreed) that the proposed Promenade development would
encourage apartment development (65%), support businesses and stimulate economic growth (73%)
in the CBD.
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They further ranked the following aspects in order of importance for the success of the Promenade,
as below:
1. Quality of the Promenade development
2. Access to potential restaurants, cafes and shops in adjacent buildings
3. Availability of cultural and recreational facilities within or nearby the Promenade, and
4. Extent or physical length of the area
The next section of the survey asked about the purpose(s) they would visit the Promenade for once
it was built. Having a meal or coffee at a café or restaurant was the first item selected by 84% of the
respondents, followed by relaxation on the riverfront (76%) and enjoying the scenery and surrounds
(72%). A majority of respondents also selected walking/jogging (65%), attending an outdoor event
(63%) and enjoying a drink at a bar (50%).

Figure 11 Once it is launched, for which purpose(s) would you visit the Promenade?

The survey also explored the use of Melling Station and whether the proposed Pedestrian and
Cycling Bridge can help to boost the use of this public transport facility. To this end, we asked
respondents how often they currently use the train to/from Melling Station. The responses suggest
that the use of the Station in the current situation is extremely limited.
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Figure 12 How often do you currently use the train to/from Melling Station?

The proposed station relocation and the Pedestrian and Cycling Bridge would encourage 33% of the
respondents to use the train more often (in which 21% said it encourages them to some extent).
When asked how often they would use the train if Melling Station was relocated, and there was a
pedestrian and cycling bridge, majority of respondents said they would use it to a certain level:

Figure 13 How often would you use the train if Melling Station was relocated, and there was a pedestrian and cycling
bridge?
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Interestingly, almost one third of the respondents (29%) also stated that the proposal would
encourage them (fully or to some extent) to live in the CBD.
As a final point, several options were suggested for developing the Pedestrian and Cycling Bridge by
providing design examples. The results suggest that among the two thirds of the respondents who
preferred one of the middle options, 44% are inclined towards a fairly simple but elegant option
while 21% would expect Council to develop a quite nice and elegant bridge.

Figure 14 From the following design examples, which one would you prefer Council to develop?

The survey concluded with a section designed to assist analysis to monetise the value of the
Promenade by asking residents a range of Willingness to Pay (WTP) questions. Demographics
information was also collected. The result of the residents’ WTP section of the survey is a key part of
this study and requires additional scrutiny to ensure it is robust; thus it is reviewed and analysed
separately in Section 6.
An extended version of the results, including the demographic information of the respondents, is
provided in Appendix II.
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3.2

Economic impact assessment

The need for a vibrant, attractive and liveable CBD is the key driver of the Promenade development.
International research, reviewed in Section 1.2, concludes that such a development can contribute
to achieving this target in a number of ways. This section aims to estimate the economic impact of
the project, using an Input Output Model, based on the conclusions made in the studies reviewed.

3.2.1

Potential residential and commercial development

It is widely believed that a developed waterfront will connect the river to the CBD residential and
commercial properties. This, together with the effects of improved public transport and accessibility,
walkability and traffic calming, will increase the property values and generate a great opportunity for
further medium to high rise developments in the CBD.
Using research conclusions, we assumed that there will be an increase in the density of buildings on
each block nearby the Promenade, depicted Figure 18, depending on a range of issues. The
increased density is calculated according to the difference between the weighted average height of
current buildings in each block and the allowed density. On the other hand, it is wise to assume that
the implementation of different stages will have different impacts on CBD properties4. For instance,
the impact of Stage 1 will be greater for the properties located nearby this stage. Hence, a portion of
the increased density will happen in each stage, and so the economic impacts are different in each
stage5. This potential development capacity is used to estimate the number of new residents and
new jobs in the CBD, in addition to considering the impact of its construction cost.
Examining the recent interests in development in the CBD evidenced by the number and type of
resource consents Council is receiving and pre-application meetings with Council, in addition to shop
and office vacancy rates, leads to the conclusion that about 75% of the new developments will be
residential. The remaining 25% will be allocated to commercial uses, both retail and office space.

Increase in CBD population and employment
The estimated development capacity is employed to assess how many people will live in the CBD in
the future. To this end, the potential height increase in each block6 is multiplied by the area of the
block to assess how many square meters of new residential and commercial developments is likely
to occur in that block.
The analysis also takes into account the gradual decrease in the average size of new apartments
across the country in the last decade. Recent trends with resource consent applications and the

4

The details of the assumptions and testing the sensitivity of the results to each assumption are provided in “Section 10.2
Assumptions and constraints in estimating the benefits”.
5
The probabilities for blocks are determined considering a wide range of issues. So it is unlikely that the probabilities
change significantly with changing the scale or features of the project, unless there is a material shift in the preliminary
designs.
6
Weighted average of the potential increase in the height of properties in each block nearby the Promenade.
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discussions with real estate agents, indicates that developers are likely to plan for a mix of
apartments as presented in Table 5.
Table 5 Size of new apartments in the CBD

Number of
bedrooms

Living area
(m2)

Midpoint
(m2)

Proportion
(%)

Midpoint
(%)

Living area
X
Proportion

1

40-60

50

10-30

20

10.00

2

60-90

75

50-60

55

41.25

3

80-110

95

20-30

25

23.75

Average size of apartments (m2)

75.00

The development capacity estimations should consider additional floor area, allowing for car park,
store room, and shared spaces, as well as potentially, some bigger apartments. Therefore, the
average space required for one apartment is expected to be about 110 sqm. We have used this
figure to estimate the number of new apartments to be developed. Given the current average
household size in the affected blocks (1.95)7, we have calculated the expected population increase in
the CBD attributable to the Promenade project.
A similar approach is used to calculate the number of people who would be able to work in the new
commercial spaces, assuming that each staff requires 18 sqm of office space8. Table 6 presents the
results.

Table 6 Residential and Commercial developments in the CBD

How many people can work?

Population increase

0

0

Stage 1

1,603

1,535

Stage 2

344

329

Stage 3

229

219

Stage 2X

115

110

2,142

2,050

344

329

Counterfactual

Stage 1 and 2 concurrently
Pedestrian and Cycling Bridge
7

Expectedly, the average household size in broader Hutt central and Lower Hutt is higher at 2.6 and 2.7, respectively. The
Lower Hutt household size is the same as the national average.
8
“Workplace standards and guideline for office space”, published by Ministry of Business Innovation and Employment,
determines a minimum of 16 sqm per person. We added 12.5% to the minimum to include out of office shared spaces. We
did not estimate the number of offices as the size of office spaces vary widely.
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These results reflect a medium growth forecast; however, we have also estimated the results for two
extreme scenarios with 50% higher or lower development capacities, as presented in Figures 15 and
16. The results for the Stage 1 and 2 concurrently option, using the S-curve growth presented in
Section 10.2, are added to the Statistics New Zealand medium growth scenario (as a status quo
scenario) to illustrate how the CBD population will change over time. We have also included
Statistics New Zealand high and low growth scenarios, in addition to Forecast.id figures9, for
comparison purposes.

Figure 15 Hutt Central population projections

The number of people working in Hutt Central is also projected, by adding the impacts of Promenade
development to the status quo10. Note that this figure does not consider some jobs like construction
workers that are basically working out of the buildings. The latter is included in the EIA final results.

9

Forecast.id includes some recent developments and proposals known to/or planned by Council, so in short term they
offer a higher growth. However, in long term it matches the Statistics New Zealand high growth scenario. We have not
used Forecast.id as a base for our long term forecast as it already incorporated the effects of some of the Council plans.
10
The status quo is based on the assumption that the last 15 years trend is going to continue in the next 20 years, due to
the limitations in the availability of data.
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Figure 16 Hutt Central employee count projections

These figures underscore the game changing potential of the Promenade Development for the City
as it shows how the new developments could occur in the future CBD. Figure 17 illustrates the
relatively lower rate of population growth in Lower Hutt during the last 15 years, and how the
projections (based on the recent trends) suggest persistent of low growth for the City in the next
two decades. The Promenade development offers an opportunity to change the environment in the
CBD and attracts fresh supply and demand that can raise the level of residential and commercial
activities in the CBD, and eventually the wider City.

Figure 17 Annual population growth across the region (%)
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3.2.2

Construction

The second question is how the investment on the new developments might affect the local
economy. To answer this question, we have estimated the impacts of the Promenade construction
options as well as the associated residential and commercial developments.
The impacts of the Promenade construction are estimated using detailed capital expenditure
projection11. The potential development capacities are also used to estimate the impacts of
residential and commercial developments, using an approach similar to Urbecon (2012) in
calculating the construction cost. Local developers and contractors were consulted to find out the
average cost of constructing a 7 storey building (including apartments, offices, retail space and car
parks) per sqm in 2018. The findings, presented in Table 7, are then used to calculate the total
construction costs.

Table 7 Construction costs estimation

Basis / Source

Cost / Value
($/sqm)

Building construction

Survey of local developers

3,089

Consultants/designers

12% of construction costs*

371

Development contributions

Estimated (fixed)*

150

Other costs

10% of all above*

361

Finance cost

10% of all above*,
plus the associated land value^

422

Land value
Floor value

Average recent sale prices
in Daly and Dudley Streets
Average value of floor area for
residential and commercial space
in a new 7 storey building

1,500
5,833

Total floor value

Including 12% shared space*

5,133

Developer margin

The difference between the
Total floor value and the costs

74112

* based on Urbecon (2012)

We have also looked at a number of previous projects to determine which portion of each cost is
expected to be spent locally13. The local expenditure in each option is then matched with the
industries available in Input-Output (IO) tables, before using the multipliers to calculate the impacts
on value added, employment and household income.

11

All the construction costs are GST-exclusive.
This calculation shows $741 per sqm developer margin which is equal to 16.9%. Considering a two years project and the
investor’s expectation of a 6% profit for taking risk, there is a remaining 5% that can be considered as super-profit.
13
See Section 10.2 Assumptions and constraints in estimating the benefits.
12
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The estimated economic impacts of constructing the Promenade and associated private
developments are presented in Tables 8 and 9. Among the Promenade options, Stage 1 and Stage 1
and 2 concurrently have the highest impacts. This is evidently due to the bigger scale of Stage 1 and
the higher construction expenditure it requires.
Table 8 Promenade Construction impacts

Options \ Impacts

Value Added

Employment

Net Household Income

(Thousand dollars)

(Job-years)

(Thousand dollars)

Direct

Total

Direct

Total

Direct

Total

720
4,400

1,640
9,190

6
51

15
93

350
2,369

709
4,187

723
823

1,443
1,642

9
11

16
18

408
465

676
770

Stage 2X
Stage 1 and 2 concurrently

1,353
5,122

2,846
10,633

15
60

29
109

723
2,777

1,291
4,864

Pedestrian & Cycling Bridge

1,422

3,240

13

29

690

1,400

Counter factual
Stage 1
Stage 2
Stage 3

Table 9 Private residential and commercial construction impacts – Medium Growth Scenario

Options \ Impacts

Value Added

Employment

Net Household Income

(Thousand dollars)

(Job-years)

(Thousand dollars)

Direct

Total

Direct

Total

Direct

Total

Counter factual
Stage 1

81,025

162,197

688

1,800

21,282

55,114

Stage 2
Stage 3

17,363
11,575

34,756
23,171

148
98

386
257

4,560
3,040

11,810
7,873

5,788
108,227

11,585
216,649

49
920

129
2,404

1,520
28,427

3,937
73,617

17,363

34,756

148

386

4,560

11,810

Stage 2X
Stage 1 and 2 concurrently
Pedestrian & Cycling Bridge

3.2.3

New Jobs

One of the largest impacts from development of the Promenade, and the improved premises in its
proximity, will be generated through new employees working in new office spaces nearby. The
number of employees in each option, estimated in Section 3.2.1, is used as a base to calculate the
expenditures required by existing or new businesses located in the area to employ them, and to
assess the economic impacts of this expenditure. Critical assumptions are made here: only 20% of
the jobs are new and 70% of the new employees will live in Lower Hutt. The former is based on the
general understanding of local businesses and their rationale for location decision making. Hence,
we have tested the sensitivity of this assumption. The latter, however, is derived from the 2013
Census indicating that 65.6% of people who work in Lower Hutt also lived in the City, and the
increasing trends in the number of local workers the City has experienced in the past. Thus, it is
sensible to consider 70% for 2018 onwards.
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We have made further assumptions about the distribution of new employees in industries
potentially within proximity of the Promenade. The stated S-curve growth trend in a 20 year period
is applied. The results of sensitivity tests and details of the assumptions are reviewed in Section 10.2.
The economic impacts created by the new jobs are depicted in Table 10.
Table 10 The economic impact created by the new jobs

Options \ Impacts

Value Added

Employment

Net Household Income

(Thousand dollars)

(Job-years)

(Thousand dollars)

Direct

-

Total

Total

Direct

-

-

Stage 1
Stage 2

1,189,117
254,811

4,329
928

9,603
2,058

132,085
28,304

268,486
57,533

Stage 3
Stage 2X

125,911
62,955

169,874
84,937

618
309

1,372
686

18,869
9,435

38,355
19,178

1,177,268
188,866

1,588,321
254,811

5,782
928

12,826
2,058

176,428
28,304

358,620
57,533

Stage 1 and 2 concurrently
Pedestrian & Cycling Bridge

3.2.4

-

Total

881,377
188,866

Counter factual

-

Direct

-

New Residents’ Expenditure

The impact of expenditures by the new residents is the next quantifiable benefit we estimated in this
study. The Statistics New Zealand’s Household Economic Survey (HES) presents the average amount
of expenditure for each household in each category14. The number of new residents, estimated in
Section 3.2.1, is used to calculate the number of households moving to new apartments in Lower
Hutt15. Having the two figures, adding considerations about the proportion of local expenditure in
each category, and matching each category with the weighted average of related industries available
in IO table, we estimated the impact of the new residents’ expenditure. The stated S-curve growth
trend is applied. The findings are presented in Table 11.

Table 11 The economic impact of the new residents’ expenditure

Options \ Impacts

Value Added

Employment

Net Household Income

(Thousand dollars)

(Job-years)

(Thousand dollars)

Direct

Total

Direct

-

-

128,223

1,248

1,905

23,688

39,494

Stage 2
Stage 3

19,296
12,864

27,476
18,318

267
178

408
272

5,076
3,384

8,463
5,642

6,432
120,277
19,296

9,159
171,270
27,476

89
1,666
267

136
2,544
408

1,692
31,641
5,076

2,821
52,753
8,463

14

-

Total

90,047

Pedestrian & Cycling Bridge

-

Direct

Counter factual
Stage 1

Stage 2X
Stage 1 and 2 concurrently

-

Total

-

Statistics New Zealand figures are based on weekly expenditures at the end of March 2013. We converted the provided
statistics to annual expenditures, and allowed for 3.72% inflation till the end of March 2018. We assumed that the average
inflation rate of 0.73% per annum from 2013Q1 to 2016Q1 will last till our based date of 2018Q1.
15
The number of new households is reduced by 20% to avoid double counting with the previously calculated economic
impacts of new jobs.
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3.2.5

Property Values

This section extends the conclusions made in Section 1.2 Literature Review to estimate the increases
in the value of the residential and commercial properties in close proximity to the Promenade
project in each potential option. We discussed how various improvements considered in the project
increase the demand (and decrease the transportation cost) and attract educated affluent people to
the CBD. The increase in the demand that will be capitalised into nearby property values will
eventually lead to an additional supply of new quality apartments and other types of residential and
commercial developments in the CBD.
The assumptions made based on the review of local, national and international studies, covering
around 300 cities around the globe, include:
•

The impact of Promenade as a developed green/open space (with better access and views
over the River) will be a 10% increase in property values in the adjacent blocks. The strength
of the impact diminishes in blocks further away from the Promenade, so the follow on
impact is likely to be 5% and 2.5% on other blocks.

•

Traffic calming and walkability Improvements in Dudley St. (possibly including conversion of
the street to a two way street), Laings Rd. (in stage 1) and Margaret St. (in stage 2) are
inevitable; so the walkability impacts are taken into account. We assume the walkability
improvements increase the value of nearby properties by 3%; however, the effect is reduced
to 1.5% for bigger blocks.

•

Increased public transport options and accessibility to the CBD via a quality Pedestrian and
Cycling Bridge is likely to increase the property values by 6% in blocks within 150M of its
entrance, and 3% for the other blocks within 250M of the Bridge entrance, assuming that
Melling station is moved within 500M proximity of the CBD. According to the GWRC survey,
the use of the Station is currently very limited, and those Western Hills residents who use
the station often drive there. So access by existing users can be taken into account and
improved effectively.

•

Implementing Stage 1 and 2 concurrently is expected to strengthen the developed green
space and walkability impacts by 10%, due to mass improvement in the area and further
urban agglomeration. Choosing this option would demonstrate Council’s commitment to
rejuvenating the CBD, and eliminates the potential issues with Stage 2 construction at a later
date.

The occurrence of various benefits simultaneously increases the level of value increases as they are
linked synergistically and may be, to a degree, mutually dependent. For instance, condominiums and
retirement villages can sell for 28% to 37% higher prices, if the accessibility improvement is
considered. However, we have not included these synergistic effects to be conservative.
The benefit of the increase in property values is a one-off effect that represents the NPV of a future
stream of various consumer benefits associated with that house location. We did not spread this
benefit using the S-curve growth trend since property value increases are based on rational
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expectations16. A portion of these have already incorporated in the prices and the majority of this
will happen as soon as Council approves the budget and construction commences17. So while the
increase in value is associated with the Promenade project, it will not necessarily occur gradually in
the future. Lastly, property values follow their own cycles and these patterns do not have the same
impacts as the others that are analysed.
The analysed impacts are presented in Table 12. Applying these estimated impacts, the total
increase in the value of properties (both existing properties and new developments according the
medium growth scenario) is described in Table 13. The location of blocks is depicted in Figure 18.

Table 12 The impacts on property values due to the implementation of each Promenade option

Scenarios \ Block No.

1

2

3

-

-

-

13.0%

-

-

Counter factual
Stage 1
Stage 2

-

Stage 3
Stage 2X

6.0% 6.0%
-

-

4

5

6

-

-

-

8.0% 1.5%
-

-

8

9

10

11

12

13

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

3.0% 1.5%

3.0% 3.0%

-

7

-

2.0% 6.0% 4.0% 2.0% 4.0% 3.0%

-

-

13.0% 8.0% 5.5% 11.5% 4.0% 10.0% 5.0%
-

-

-

-

Stage 1 and 2 concurrently 14.3% 6.6% 6.6% 8.8% 5.0% 3.3% 3.3% 1.7% Pedestrian &Cycling Bridge 6.0% 3.0% - 6.0% 6.0% 3.0% 6.0% 6.0% 3.0% 3.0%

-

-

-

-

-

-

-

-

-

Table 13 Total increase in the value of properties

Increased Property Values*

Scenarios \ Block No.

(Million dollars)

-

Counter factual
Stage 1

$32
$10

Stage 2
Stage 3

$13
$6

Stage 2X
Stage 1 and 2 concurrently

$46
$12

Pedestrian & Cycling Bridge

* both existing properties and new developments according the medium growth scenario

16

The rational expectations is an economic theory suggesting that people make choices based on their rational outlook,
available information and past experiences.
17
It is likely to experience a sharp fall in the property values if Council stops processing this plan.
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Figure 18 Blocks affected by the Promenade development

3.2.6

Visitors’ expenditure

The Promenade will become a regional tourist attraction and it is likely that it will help both tourism
and hospitality industries in a number of ways. The main group to benefit from the development is
the service industry as people who come to enjoy the area will spend on a variety of local services
(including food and beverage, retail purchases and entertainment) provided by the shops nearby.
The amenity will also help to attract more events into the City that can be hosted either indoors in
the upgraded Event Centre (Town Hall and Horticultural Hall) and other conference and event
centres, or outdoors at Dowse square or the fresh Promenade multi-purpose grounds.

41

Because of this, we measured the impact of visitors’ expenditure by extending the approach
implemented in “Economic Impacts Analysis of the Halls Reconfiguration and the Associated
Hotel”18. We applied a percentage increase in regional visitors’ expenditure due to additional singleday events19 (e.g. one additional event per month in case of Stage 1) as well as a rise in the
proportion of expenditure spent locally by delegates attending all event types (for instance, 2%
increase in the proportion of local expenditures in case of Stage 1). The S-curve growth trend and
adjustments for inflation (the same as previous sections) are applied.

Table 14 The economic impact generated through increased visitors’ expenditure

Options \ Impacts

Value Added

Employment

Net Household Income

(Thousand dollars)

(Job-years)

(Thousand dollars)

Direct
Counter factual
Stage 1
Stage 2
Stage 3
Stage 2X
Stage 1 and 2 concurrently
Pedestrian & Cycling Bridge

Direct

Total

13,389

Total
21,622

273

410

Direct
5,266

Total
8,501

6,695
10,042

10,811
16,216

136
204

205
307

2,633
3,950

4,250
6,376

6,695
22,092

10,811
35,676

136
450

205
676

2,633
8,690

4,250
14,026

2,678

4,324

55

82

1,053

1,700

The target visitor market includes regional leisure, regional and domestic business visitors, domestic
events, and international education tourism (i.e. students who study in Lower Hutt for less than 12
months). Having a comprehensive plan will help to achieve the targets by
•
•
•
•

identifying the target more effectively
facilitating planning and approval for private investment
ensuring public attractions are designed, built and managed to achieve tourism objectives,
and
ensuring consistent marketing into target markets on par with similar destinations is in
place.

Internal planning also helps Council and its administrators better understand the additional costs
incurred by concentrating on tourism, the benefits and opportunities of such a focus, in addition to
making sure all the plans and projects (including programmes in Promenade, Event Centre,
museums, sportsvilles and sportgrounds, and community hubs) are aligned.
The target market is not limited to visitors from out of the City. The Promenade could provide a go
to place for local residents who currently travel out of the City for leisure activities. So their
expenditure can be considered as an impact of Promenade development as it would otherwise
leaked to other cities and regions.

18

The study conducted internally in Hutt City Council, and peer reviewed by NZIER in January 2016.
“Single-day event” refers to meetings and seminars, tradeshows and public exhibitions while “all event types” also
includes multi-day conferences, banquets, award dinners and weddings.

19
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3.2.7

Summary of the Impacts

Having examined the various economic impacts of the Promenade development, the impacts netted
costs are summed up to identify the net grand total impact for each option in the medium growth
scenario. We have also included four more inclusive options by adding the results obtained for the
preceding options. The results are summarised in Table 15.
Table 15 Net Grand Total Impacts - Medium growth scenario

Options \ Impacts

Value Added

Employment

Net Household Income

(Thousand dollars)

(Job-years)

(Thousand dollars)

Direct

Total

Direct

Total

Direct

Total

-589

-295

-4

-2

-22

82

Stage 1

1,049,040

1,488,988

6,585

13,806

163,737

354,761

Stage 2

229,727

326,083

1,488

3,072

37,767

79,518

Stage 3

157,558

225,564

1,110

2,226

26,051

55,359

76,405

112,358

596

1,180

9,429

24,836

1,408,573

1,997,973

8,875

18,555

223,793

479,644

222,025

317,008

1,410

2,963

32,084

73,306

Stage 1, 2 and 2X

1,484,978

2,110,331

9,471

19,735

233,222

504,480

Stage 1, 2 and the Bridge

1,630,598

2,314,981

10,285

21,518

255,877

552,950

Stage 1, 2 and 3

1,566,131

2,223,537

9,985

20,782

249,844

535,003

Stage 1, 2, 3 and the Bridge

1,788,155

2,540,545

11,395

23,744

281,928

608,309

Counter factual

Stage 2X
Stage 1 and 2 concurrently
Pedestrian & Cycling Bridge
Accumulation of options

The results indicate the strong impact the project has on the local economy, by stimulating
economic activity (including private investment) and increasing the population of the City, if it is
accompanied by robust planning. In fact, all the options, except for the counter factual, are
supported by this EIA. The highest direct and total impact comes from implementing the Stage 1 and
2 concurrently20. Similarly, the building of the Pedestrian and Cycling Bridge will provide residents
with a very high economic impact. Given the budget limitations, the results strongly support
concentrating at Stage 1, 2 and the Bridge while the opportunity for extending the development into
the third stage should be considered.
The results for the aspirational and low growth scenarios are provided in the following tables.

20

Taking the capital expenditures projection into account, Stage 2 is expected to provide the highest return on investment;
however, this study assumes that development of each stage 2 is subject to the development of previous stages. So
presenting the outcomes for the second stage without including the first stage can be misleading. Consequently,
developing Stage 1 and 2 concurrently is the option with the highest return on investment, followed by Stage 3 and the
Pedestrian and Cycling Bridge. The conclusion is not based on the return on investment ratios as including the initial capital
expenditures projection (based on preliminary designs) can increase the uncertainties about the robustness of the
conclusion.
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Table 16 Net Grand Total Impacts – Aspirational scenario

Options \ Impacts

Value Added

Employment

Net Household Income

(Thousand dollars)

(Job-years)

(Thousand dollars)

Direct

Total

Direct

Total

Direct

Total

-589

-295

-4

-2

-22

82

Stage 1

1,591,211

2,251,174

9,813

20,661

254,947

541,809

Stage 2

345,907

489,409

2,180

4,541

57,312

119,600

Stage 3

235,011

334,448

1,571

3,205

39,081

82,080

Stage 2X

115,131

166,800

827

1,669

15,944

38,197

2,132,758

3,016,035

13,186

27,712

345,624

729,487

338,204

480,333

2,101

4,432

51,629

113,387

Stage 1, 2 and 2X

2,247,890

3,182,835

14,013

29,381

361,568

767,684

Stage 1, 2 and the Bridge

2,470,962

3,496,369

15,287

32,144

397,253

842,874

Stage 1, 2 and 3

2,367,769

3,350,483

14,757

30,917

384,705

811,567

Stage 1, 2, 3 and the Bridge

2,705,973

3,830,817

16,858

35,349

436,334

924,955

Counter factual

Stage 1 and 2 concurrently
Pedestrian & Cycling Bridge
Accumulation of options

Table 17 Grand Total Net Impacts - Low growth scenario

Options \ Impacts

Value Added

Employment

Net Household Income

(Thousand dollars)

(Job-years)

(Thousand dollars)

Direct

Total

Direct

Total

Direct

Total

-589

-295

-4

-2

-22

82

Stage 1

522,815

749,220

3,453

7,152

75,209

173,214

Stage 2

116,965

167,561

817

1,646

18,797

40,615

Stage 3

82,383

119,883

662

1,276

13,404

29,424

Stage 2X

38,817

59,517

373

704

3,106

11,869

Stage 1 and 2 concurrently

705,687

1,009,853

4,691

9,668

105,545

237,149

Pedestrian & Cycling Bridge

109,262

158,486

739

1,537

13,113

34,403

Counter factual

Accumulation of options
Stage 1, 2 and 2X

744,505

1,069,371

5,064

10,372

108,651

249,018

Stage 1, 2 and the Bridge

814,950

1,168,340

5,429

11,205

118,659

271,552

Stage 1, 2 and 3

788,070

1,129,736

5,353

10,944

118,950

266,573

Stage 1, 2, 3 and the Bridge

897,332

1,288,222

6,092

12,481

132,063

300,976
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4.

Return on Council investment

In previous sections we discussed how the development of the Promenade will increase the
property values and stimulate further private sector residential and commercial developments. This
section extends these findings to calculate how these public and private developments will affect
Council’s budget over 20 years.
The method applied includes the calculation of the present value21 of the additional rates payable by
existing ratepayers (due to increase in the value of their properties) and the rates payable by the
new residential and commercial ratepayers. The increase in the value of existing properties and as a
result the payment of additional rates may begin with the launching of the Promenade project22;
however, the rates payable by the new ratepayers will only occur once the new residential and
commercial buildings are developed. Therefore, the latter is accumulative and follows our S-shape
growth trend.
Increases in the value of existing properties will not expand the rating base, and increasing the rates
more than a certain percentage per year leads to resident dissatisfaction; however, when Council
undertakes projects the capital value of properties in the vicinity will increase. So general rates
increases -to some extent- will increase the rates for those specific properties without affecting rates
payable by other ratepayers. The property owners who find their property worth more will be happy
to pay the extra rate, and others will not be affected. This provides Council with the opportunity to
increase the total receivable rates without impacting on resident satisfaction regarding rates.
We have estimated that approximately 70% of the rates payable by new dwellings will benefit the
whole City; the rest will cover the cost of services provided to that specific rating unit. Thus, we
report both the net return (i.e. the present value of additional rates minus the development cost)
and net benefit (i.e. the present value of additional rates payable by existing ratepayers and 70% of
additional rates payable by new ratepayers, minus the development cost) for each option, based on
the medium growth scenario.
Another financial aspect of the development is how these further private developments will affect
Council’s income from development contributions and other fees. We have not included these in
this estimation as Council currently offers a range of development contributions remissions that
might be extended for a longer period. The other fees are expected to be spent for specific services,
and do not contribute to the Council’s income from rates.
The results are presented in Table 18.

21

This study is an economic analysis concentrating on the long term benefits of the project for the City. A similar approach
can be employed without considering the discount rate (and the present value) for accounting purposes.
22
The impacts on property values may happen before the completion of the Promenade due to rational expectations, or
gradually after the development has improved the quality of life and vibrancy of the CBD. It is not possible to calculate
which one has a greater weight; therefore, taking both sides into account, we assume that all the impact occurs with the
launch of the Promenade.
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Table 18 Council's return on investment and benefit (Thousand dollars)

Options \ Benefits
Counter factual

Net Return

Net Benefit

(3,848)

(3,848)

Stage 1

(610)

(6,904)

Stage 2

1,724

375

Stage 3

411

(488)

Stage 2X

(5,514)

(5,964)

Stage 1 and 2 concurrently

28,780

20,372

Pedestrian & Cycling Bridge

(2,403)

(3,752)

Stage 1, 2 and 2X

23,266

14,409

Stage 1, 2 and the Bridge

26,377

16,621

Stage 1, 2 and 3

29,191

19,884

Stage 1, 2, 3 and the Bridge

26,788

16,133

Accumulation of options

5.

Who Benefits from the Promenade

The economic impact assessment is extended to find out how the benefits will be distributed
between the stakeholders. This exercise is based on the medium growth scenario. Note that the cost
of developing the Promenade is not included in the analysis of retailers and property owners
benefits. In this section, the stakeholders and the utilised methods utilised to their benefits are
briefly reviewed, before presenting the findings.

a. Lower Hutt Households
A portion of the impact that occurs for total household income can be considered as a pure benefit
to all Lower Hutt residents. We followed the assumptions made in similar studies by assuming that
20% of this impact is a real benefit. Moreover, the increase in property values and 5% of the value of
new properties are considered to be the benefit obtained by households.
Lastly, approximately 60% of the current rates are payable by residential property owners. So we
assumed that the same proportion of Council’s net return on investment will be a benefit for these
owners who can enjoy Council’s further investments through an increased rating base.

b. Lower Hutt Businesses
Following a similar approach, 20% of the total value added impact and 40% of Council’s net return
on investment are considered to be of benefit to businesses across Lower Hutt.
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c. CBD retailers
The Promenade, especially with the Pedestrian and Cycling Bridge and walkability features, will bring
higher foot traffic for CBD retailers and with that increased resident and visitor expenditure.
Therefore, we assumed that 20% of direct value added generated through expenditure by visitors
and new residents would benefit CBD retailers.

d. Property owners
The benefit of property owners would be the increase in their property values. We assumed that 5%
of the value of new properties is also a benefit that will be obtained by the new property owners.

e. Council
The benefits accruing to Council follow the return on investment calculations in Section 4, and the
assumptions that the additional rates payable by existing ratepayers and 70% of the rates payable by
new properties are net benefit. We have deducted Promenade construction cost from this benefit.

The benefits for each stakeholder are summarised in Table 19. The total benefit is the summation of
the benefits obtained by the households and businesses as the benefits of retailers, property owners
and Council is part of, or will be eventually transferred to these two main stakeholders.
Table 19 The distribution of benefits between stakeholders (Thousand dollars)

Options \ Benefits

Households

Businesses

Retailers

Property
Owners

City
Council

Total

(2)

(1)

-

-

(4)

(3)

Stage 1

103

299

21

32

(7)

402

Stage 2

27

66

5

10

0

93

Stage 3

25

46

5

13

0

70

9

21

3

6

(6)

30

159

413

28

46

20

572

26

63

4

12

(4)

90

Stage 1, 2 and 2X

168

434

31

52

14

602

Stage 1, 2 and the Bridge

185

476

33

58

17

661

Stage 1, 2 and 3

184

458

33

59

20

642

Stage 1, 2, 3 and the Bridge

210

522

37

71

16

732

Counter factual

Stage 2X
Stage 1 and 2 concurrently
Pedestrian & Cycling Bridge
Accumulation of options

47

6.

Residents’ Willingness to Pay for Promenade development

The survey included a contingent valuation section to assess what value residents across the City
place on the proposed Promenade, and whether they would be willing to pay for this development.
The results suggest that the project is strongly supported by residents and that they understand the
benefits of the project. The approach taken is consistent with previous Council’s WTP surveys so the
average willingness to pay, which provides insights into residents’ values and priorities, can be
compared with results from previous WTP studies.
The initial findings, presented in Figure 19, show the maximum amount per year households would
be willing to pay for each of the Promenade options.
$0

$1 - $40

Red Area

18%

22%

Red and Yellow

18%

14%

Red, Yellow and Blue

20%

13%

$41- $80

$81- $140 $141- $200 $201- $280 $281- $360

15%

15%

16%

14%

14%

12%

12%

11%

10%

3%

More than
$360

Dont know

1%

0%

15%

8%

2%

1%

14%

10%

4%

2%

16%

Figure 19 The maximum amount per year households would be willing to pay to develop each Promenade option

The figure shows that more people selected higher values for Stage 1 & 2 option, but there are
slightly more uncertainties about the ‘all three stages’ option (an extended area) so the last option
has attracted more zero-dollar and “Don’t know” answers. The results, represented in Table 20, can
be summarised as follows:
•

Over two third (67%) of the residents stated that they would be prepared to pay an amount
to develop the Stage 1 or both Stage 1 & 2 of the proposed Promenade. This percentage is
also very high, but slightly less (64%) for all three stages and the Pedestrian and Cycling
Bridge.

•

Over half of the residents stated that they would be prepared to pay more than $40 per year
for 20 years to develop the Stage 1&2 (54%) or all three stages (51%) of the Promenade. This
percentage is 45% for Stage 1 only and 38% for the Pedestrian and Cycling Bridge.

Table 20 Are Lower Hutt residents willing to pay for Promenade development?

Stage 1

Stage 1&2

All Three Stages

Pedestrian &
Cycling Bridge

How many percent are willing to
pay an amount?

67%

67%

64%

64%

How many percent are willing to
pay more than $40?

45%

54%

51%

38%

While majority of people are willing to contribute to the Promenade developments some residents
are not prepared to pay an amount and support the project. Figure 20 presents the reasons stated
by those who didn’t contribute to any of the area options and the Pedestrian and Cycling Bridge (64
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people). Among the reasons, objection to rate increases is stated with highest frequency (24
people). This is followed by “I cannot afford to contribute” (13 people).

Figure 20 the reasons for those who are not ready to contribute towards the Promenade development

The Contingent Valuation Model requires the removal of those zero responses where the reason
they object is their perception that a yes answer will result in an increase in rates as they are
considered ‘protest bids’. It describes them as such, because it considers respondents are protesting
against a rise in council rates, rather than focusing on the value of the service in question. Similarly,
“Don’t know” answers should be removed as they do not add to the analysis.
Using the above rationale, we have re-assessed the WTP figures to reflect the percentage
distribution of residents who placed a value on the alternative options. Then we use the remaining
bids to calculate the average WTP and NPV of total WTP in 20 years, and draw the bid curve.
Removing the protest bids and ‘Don’t know’ responses, the figure is restructured to better illustrate
the maximum amount per year households would be willing to pay to develop each Promenade
option.
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$281 - $360
$201 - $280
$141 - $200
$81 - $140
$41 - $80
$1 - $40
$0
0%
Stage 1

5%
Stage 1&2

10%

15%

All Three Stages

20%

25%
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35%

The pedestrian and Cycle Bridge

Figure 21 The distribution of willingness to pay for different options of Promenade development

The results for all residents, excluding protest bids and don’t know answers, is revised to read:
•

Among those who were prepared to place a value on the facilities, 83% indicated that they
are willing to pay to develop the Stage 1 and 2 of the proposed Promenade. This percentage
is the same for Stage 1 only, but slightly less for All Three Stages and for Pedestrian and
Cycling Bridge at 81% and 80%, respectively.

•

This means that less than 20% of residents are not prepared to pay anything toward the
Promenade development.

•

Two thirds of residents, who were prepared to place a value on the amenity, would pay
more than $40 per year to develop the Stage 1 & 2 of the proposed Promenade.

The revised figures are represented in Table 21 below:

Table 21 How many percent of residents are willing to pay for Promenade development - revised

Stage 1

Stage 1&2

All Three Stages

Pedestrian &
Cycling Bridge

How many percent are willing to
pay an amount?

83%

83%

81%

80%

How many percent are willing to
pay more than $40?

56%

66%

65%

47%

The revised figures are also used to estimate the return on Investment on the Promenade. The
results, presented in Table 22, indicate that the estimated average WTP to develop the Promenade
increases as the extent of the proposed Promenade increases. The average WTP for Stage 1 & 2 is
34% greater than the average WTP for Stage 1. This amount increases by another 15% to develop all
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three stages of the proposed Promenade. The average WTP for the bridge is $62.1, which is still
more than the value obtained in the previous WTP surveys conducted by Hutt City Council for
various projects23.

Table 22 Willingness to pay over 20 years, compared to the cost of development

Stage 1

Stage 1&2

All Three Stages

Pedestrian &
Cycling Bridge

Average WTP per annum

$72.4

$96.9

$111.4

$62.1

Total WTP per annum (M$)

$3.0

$4.0

$4.6

$2.5

Total WTP NPV 20 years (M$)

$38.6

$51.7

$59.5

$33.2

Promenade development cost
used in this estimation (M$)

$21.9

$25.1

$28.7

$7.6

Return on Investment (ROI)

77%

106%

107%

336%

The average number of dwellings projected for 2018-2038 (41,047 dwellings) is utilised to aggregate
the results in order to find out how much all Lower Hutt residents would be willing to pay to develop
the proposed Promenade. Consequently, Lower Hutt residents are willing to pay $3M to $4.6M per
annum for the Promenade development, depending on the option, in addition to $2.5M per annum
for the Pedestrian and Cycling Bridge.
Therefore, the total willingness to pay in 20 years, using a discount rate of 4.5%, is between $38.6M
for Stage 1 and $59.5M for All Three Stages24. The amount is $33.2M for the Bridge. These highlight
a very high return on investment of 77% for Stage 1, which increases to over 100% in the other
options and the Bridge.25

23

Previous WTP surveys conducted by Hutt City Council found that residents on average are willing to pay $41.67 for
provision of museums, $51.69 for maintaining the libraries services, $44.42 for maintaining the old Stokes Valley facilities,
and $58.29 for developing the proposed Stokes Valley community hub. The last two are based on a survey conducted only
in Stokes Valley.
24
There are inherent difficulties to get accurate responses in contingent valuation methods and so WTP surveys. The main
concerns are often strategic behaviours (when respondents suggest higher WTP to make sure the project will be approved)
and respondents ignoring income constraints (so they may suggest a high amount for an item without considering similar
items they have to pay for). The latter might be the case in this survey as residents may not consider the upcoming
increase in GWRC rates for the flood protection works. Therefore, the results of WTP surveys should be used with caution.
25
The ROI is not compared with the previous reports as the costs considered in calculating the ROI in some of the former
reports are limited to the operating cost of an existing well-maintained facility.
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Lastly, the WTP Bid Curve for developing the proposed Promenade, depicted in Figure 22, illustrates
the proportion of people willing to pay each amount for each option. The figure shows that, while
residents, on average, are happy to pay more for a larger area, implementing the Stage 1&2 option
has more support from the public. Nonetheless, WTP results, which are also accepted to be
equivalent to the residents’ benefit, indicate that residents highly value all the proposed options for
the Promenade development.

400
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350
Stage 1&2
300
All Three Stages
250

The pedestrian and Cycle Bridge
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Figure 22 the bid curve for Promenade development options
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7.

Time scale and stages of the project

GWRC, NZTA and HCC have been working for several years to define the scope and complete the
preparations for the preliminary design of the joint project26. The Hutt Valley Flood Management
Subcommittee (HVFMS) set the following plan to complete the designs as follows:
• March 2015 HVFMS endorses the scope for the preliminary design
• April – July 2016 Develop design in consultation with the directly affected parties,
stakeholders and other interested parties
• September 2016 Complete the preliminary design
• December 2016 Complete costing and preparation of implementation timelines
• February/March 2017 Seek HVFMS/Councils approval to prepare Notice of Readiness and
Consent applications
• Mid 2017 Lodge Notice of Readiness and Consent applications27
So the development is expected to begin in 2018-2019. We chose end of March 2018 as the base
date for the impact calculations.
Hutt City Council is working closely with the other organisations, to ensure as far as possible that
Council’s strategies and plans for CBD, including Making Places are implemented as part of the
project to gain optimum advantages for the City. Council takes the following steps in preparation for
the project, in line with HVFMS plans:

Activity

Objective

Work with NZTA and GWRC

Agree cost sharing approach

Work with HCC Road and traffic on roading
solutions that align with overall strategic
outcomes being sought

Agree roading network response

Develop the design guides for residential
properties next to Promenade, amending the
district plan, other legal requirements

Guide type of development in the area to ensure
strategic objectives are achieved

Programme, landscape and urban design,
property and land tenure, consultations,
consents and etc.

Develop design and work programme complete

Construction, promoting the new venues and
possibly advance-selling

Promenade constructed

Figure 23 Following steps towards the construction and launch of the Promenade

26
27

Flood protection - City Centre section
The last three items are now expected to be completed by April, June and December 2017, respectively.
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8.

Promenade Development Management
8.1

Management options: Council or its CCO

Local authorities have long benefited from opportunities that setting up a council- controlled
organisation (CCO) can bring to Council; hence managers and elected members are often familiar
with various aspects of establishing a CCO. This section aims to review these aspects briefly, and
examine whether this can be considered as the best option for the Promenade project.28
Introduced by the Local Government Act 2002 (the Act), a CCO is an entity in which one or more
local authorities control 50% or more of the voting rights or appoint 50% or more of the members of
the governing body. A CCO can be a company, trust, partnership, incorporated society, joint venture,
or other similar profit-sharing arrangement.
The key purpose of establishing a CCO is the opportunity to engage highly experienced people in a
certain business, on behalf of the local authority; however, the main challenge is the local authority
remains accountable to the community for the CCO’s performance, at least in a reputational sense.
Setting up a CCO is a major decision associated with reasonably significant and long-term costs and
benefits. There are a number of aspects that Council has to take into account before deciding to set
up a CCO, in addition to the requirements and principles set in Part 6 of the Act (i.e. considering the
costs and benefits of setting up a CCO as opposed to other options, and identifying who might be
affected by the decision and how to consider their views.) The “Governance and accountability of
council-controlled organisations” prepared by the Auditor-General itemises the requirements for
setting up a new CCO. It is mentioned that Council needs to:
a)
b)
c)
d)
e)
f)

determine what it is trying to achieve
consider whether a CCO is the best means to achieve that objective
consider whether a CCO is a cost-effective and sustainable way of achieving the objective
decide whether the entity will be a CCO or a CCTO
if the CCO is a CCTO, consider whether it will be a viable business in terms of size and
capability, and
ensure that it has the capability and capacity to manage a relationship with the CCO and to
monitor its performance.

We examine the items respectively with reference to the Promenade Project.
determine what it is trying to achieve
Council aims to achieve the Promenade project purposes, as outlined in Section 1.4 - Promenade
development goals, principles and priorities, with higher efficiency through engaging highly
experienced people in a business concentrated on the success of the project.
a)

b) consider whether a CCO is the best means to achieve that objective

This is explored in section 8.1.1.
28

This Section is greatly benefited from “Governance and accountability of council-controlled organisations” report,
prepared by Office of the Auditor-General, New Zealand.
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consider whether a CCO is a cost-effective and sustainable way of achieving the objective
This is also explored in section 8.1.1.
c)

d) decide whether the entity will be a CCO or a CCTO

A CCO that operates a trading undertaking for the purpose of making a profit is referred to as a
CCTO. Not-for-profit entities are CCOs. This report assumes that if Council decides to establish a new
organisation to operate at arm’s length, it will be mainly with the ultimate purpose of Promenade
project rather than making profit in the associated businesses. It is likely therefore that the new
organisation will be a CCO.
if the CCO is a CCTO, consider whether it will be a viable business in terms of size and
capability
Although we assume that the new organisation is a CCO, there are some commercial aspects to the
project. The project is defined as one of the major development projects in Lower Hutt. It is not only
the largest Council project in terms of capital investment, but also it is expected to affect a variety of
stakeholders. The CCO will be in charge of the development and management of the Promenade as
a waterfront during and after the construction period. While there is no certainty about the
responsibilities of the new CCO, the size and duration of the project guarantees a minimum level of
business for the CCO with benefits that covers the cost of its establishment29.
e)

ensure that it has the capability and capacity to manage a relationship with the CCO and to
monitor its performance.
Hutt City Council has maintained a good relationship and oversight of its existing CCOs. This
experience would be adequate for managing the ongoing capacity and capability to oversee the new
subsidiary – both at Council and management levels. The following is required in the oversight and
fundamental to maintaining a good relationship with the CCO according to the Auditor-General
report:
- appointing directors for the new entity
- managing an effective relationship with the CCO
- setting an appropriate monitoring framework
- engaging with accountability and reporting documents prepared by the CCO, and
- meeting the local authority's own accountability and reporting requirements in the Act.
f)

8.1.1

Benefits and drawbacks of council-controlled organisations

In 2009, the Royal Commission on Auckland Governance and the Auckland Transition Agency,
considering the proposed restructuring of Auckland councils and the associated organisations, noted
the following reasons for placing activities in separate entities:
•

improved commercial focus – that is, operating a company with a professional board of
directors with the objective of achieving greater operating efficiency;

29

Assuming that the only commercial activity of the CCO is getting involved in construction of 60 apartments in the first
five years and the apartment sell for $670,000 with 5% benefit, the total benefit for the CCO and Council will be over $2 M.
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•

•

•

ring-fencing financial risk, by using an incorporated structure to insulate a local authority
from financial liability for an activity or venture involving other parties (such as a joint
venture);
empowering local communities – that is, creating a trust with a set budget funded by a local
authority but managed by members of the community for a specific purpose such as
maintaining a community centre; and
tax-effectiveness – local authorities can derive tax credits from commercial subsidiaries that
pay dividends.

Other reviews and stakeholders identified some further benefits of CCOs including:
•
•
•
•
•

independence – some level of separation from political direction;
streamlining bureaucracy, enabling nimbleness and agility – CCOs have less "process" to
follow in making decisions than local authorities;
economies of scale, where CCOs combine several local authorities' similar activities and offer
shared services;
the ability to recruit and retain high-quality board members and staff who might not be
available to be members or employees of a local authority; and
access to a wider range of funding sources – a trust or similar entity with community
representatives can get donations and contributions for significant community projects and
may be eligible for funding that local authorities are not.

While there are many advantages in setting up a CCO, there are also possible disadvantages such as:
•
•

•

•

the local authority's lack of ongoing direct accountability to the community for the services
the CCO delivers;
potential tensions when the objective of CCO is pursuing profit rather than delivering
community outcomes. This is limited in projects in which the benefits directly accrue to the
City;
additional ongoing costs – the costs incurred by the local authority in monitoring the
performance of the CCO, and the CCO's own costs, can increase overall service delivery
costs; and
reduced ability to manage risk – although the risk can be managed through the CCO’s
Statement of Intent, the arm's-length delivery can make managing risks more difficult.

The amended Act (2014) requires local authorities to review the cost-effectiveness of their service
delivery arrangements (Section 17A). This means that local authorities need to actively consider
CCOs as an option in reviewing the governance, funding and delivery of infrastructure services, and
regulatory functions. Setting up a CCO to manage a local authority service may have cost efficiencies;
however, there will be additional overhead costs associated with establishing and continuing to
oversee a CCO. The CCO will have its own overhead costs. It will have a management and
administration structure separate from the local authority. It will incur costs in preparing a
Statement of Intent and in reporting against it, and will also incur audit fees. It may have additional
accountability requirements under legislation other than the Act, such as the Companies Act 1993 or
the Charities Act 2005.
Table 23 summarises the pros and cons of setting up a CCO in a SWOT analysis.
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Table 23 Benefits and drawbacks of council-controlled organisations

Strengths
1- improved commercial focus– that is, operating
a company with a professional board of directors
with the objective of achieving greater operating
efficiency;
2- ring-fencing financial risk, by using an
incorporated structure to insulate a local authority
from financial liability for an activity or venture
involving other parties (such as a joint venture);
3- potential tax-effectiveness – local authorities
can derive tax credits from commercial
subsidiaries that pay dividends;
4- independence – Some level of separation from
political direction, streamlining bureaucracy, and
enabling nimbleness and agility due to less
process to follow in making decisions;
5- economies of scale, where similar activities are
combined in a shared service;
6- the ability to recruit and retain high-quality
board members and staff who might not be
available to be members or employees of a local
authority; and,

Weaknesses
1- the local authority's lack of direct
accountability;
2- tensions between the objectives of pursuing
profit and delivering community outcomes;
3- potential issues in maintaining an effective
relationship with the new CCO, the need for
monitoring framework, meeting the local
authority's own accountability and reporting
requirements (A reason for setting up a separate
entity such as a CCO can be to insulate the local
authority from financial liability for an activity or
venture involving other parties; however, when
there are concerns or problems, the parent local
authority is likely to find that it retains
accountability for outcomes – at least in a
reputational sense.); and,
4- additional ongoing costs including establishing
and continuing to oversee the CCO, and the
CCO’s own overhead costs such as preparing a
Statement of Intent, reporting against it, and audit
fees.

7- access to a wider range of funding sources –
the entity can get contributions and funding for
community projects and may be eligible for
funding that Council is not.

Opportunities

Threats

A focused investment on the Promenade and the
nearby properties should result in a significant
surge in the recently started revitalisation of CBD
that in turn leads to higher economic growth
derived by private sector.

1- the CCO may face difficulties and lose its
interest in further developments if the advancedsale of the residential and commercial units
around the Promenade is not successful.
2- if the CCO is not a strong large-scale
organisation and the Board of Directors does not
clearly communicate the values and strategies (as
set in the main Promenade project) to the market,
residents and property owners may feel additional
frustration and stop collaborating in the desired
manner
3- CCO’s failure to provide assurance about how
it manages risk while operating
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8.1.2

Considering risk

If Council is comfortable with devolving authority to a CCO, and letting the directors of that CCO
effectively make decisions on its behalf, the level of risk that will be tolerated should be made clear
to the CCO. Then, when the CCO is operating, it should be able to give the local authority assurance
about how it manages risk.
Council should take the advantage of having an effective governance regime for managing the risks
associated with CCOs, including through the Statement of Intent process. This is part of Council's
responsibility for prudent financial management, in addition to the legal requirements specified in
the previous section.
Lastly, a reason for setting up a separate entity such as a CCO is to insulate the local authority from
financial liability for an activity or venture involving other parties (such as a joint venture). However,
when there are concerns or problems, the parent local authority is likely to find that it retains
accountability for outcomes – in a reputational sense at least.

8.1.3

Legal issues

There are legal requirements to review the cost-effectiveness of the service delivery arrangements
while responsibility for governance and funding will be retained by Council. Moreover, new
requirements about the risks of commercial activities need to be considered: Local authorities must
now periodically determine whether the expected returns from any investments or commercial
activities are likely to outweigh the risks inherent in the investment or activities.
There is also a requirement to address risk management in contracts between local authorities and
CCOs where the CCO is responsible for delivering infrastructure, services, or regulatory functions for
the local authority.
Finally, Council may also need to consult on the establishment of the new CCO, to comply with the
Significance and Engagement Policy.

To conclude, mentioned weaknesses and threats, as represented in the Table 24, can be managed by
Council. If the perceived benefits outweigh the additional cost and any inherent risk, and whether a
CCO is the most effective option for the project is principally dependent on the scale of the project
and the capabilities of the CCO to undertake its implementation.
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8.2

Daly Street properties

How the Promenade is positioned in future is partially influenced by how the properties facing
the Stage 1 of Promenade are developed. This consists of the height and quality of the buildings,
which determine who resides in the apartments or which companies acquire the office spaces,
as well as the quality and attractiveness of the facades. Assuring quality development in Block 1,
in line with the Promenade’s design, is an essential part of the Promenade project as it is widely
accepted that the Promenade should be developed as a unique selling proposition in promoting
economic development across the CBD and the City.
We have analysed five options available to guarantee this alignment, covering providing
incentives to private developers, acquiring the properties or establishing a public-private
partnership. Exploring these options helps us to assess how much influence and/or control
Council may be able to have over the properties in question and the potential development
proposals.

Option 1: Purchasing the Properties

This would involve the purchase of 6, 7, 10, and 12 Daly Street to gain full control over the sites
and their fit with the Promenade. The purchase of 15 Daly Street is not considered as it is a
developed site that is not essential to the interface with the Promenade.
Proceeding with option 1 requires a high level of capital investment; however, it may not be the
most expensive option. Purchasing the properties in their current condition and selling them at
a later time when the Promenade development is nearly completed might potentially be
profitable for Council; in addition it provides the highest level of control and flexibility for
planners.
It will be difficult for Council to develop these properties, due to the expertise and the high
capital investment requirement. Therefore, this option assumes that the properties will be
conditionally made available for development by Urban Plus Limited (UPL) or third party
developers. This could be through a medium-term lease or sale and purchase agreement.
Table 24 Stage 1 Adjacent Property Details

Address

Capital Values

1/6 Daly Street

$235,000

2/6 Daly Street

$225,000

3/6 Daly Street

$345,000

Last Sale

Values per m2

$765,000 (2009)

$1800

$1,110,000

$1,050,000 (2014)

$1272

10 Daly Street

$950,000

$1,000,000 (2016)

$1443

12 Daly Street (land only)

$650,000

$700,000 (2009)

$882

7 Daly Street

TOTAL (2,716m2)

$3,515,000
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Strengths
•

•
•
•
•

With full control over the adjacent properties Council can influence the design of the
Promenade in a way that achieves the best outcome for the City, which is the main purpose
of the Promenade project
Council could sell/lease the land to developers who are willing to build in a way that
compliments the Promenade which may help offset initial capital expenditures
Potential to consider public facilities (such as public toilets or storage space for events on
Promenade) inside the buildings.
Potential to consider additional community space or a cultural facility in the new building(s)
adjacent to the Promenade, and
Improved marketing conditions and so the ability to attract more regional visitors which will
positively affect commercial activities at the Promenade, CBD, and the City.

Weaknesses
•
•
•
•

High capital expenditure: Based on recent sales the purchase price of the four properties it is
likely to be around $4 M to $5 M. This report assumes the upper bound, to be conservative.
Insufficient fund available in the Strategic Properties Purchases budget
Ongoing holding costs: GWRC and Hutt City Council Rates approximately $45,000 p.a.
(before allowing for any increase in property values) and interest $200,000 p.a. (4% of $5 M)
Lack of human resources: Council does not have the expertise and fund readily available to
develop the properties. Therefore, it is likely that these will need to be sold to the private
sector. Council could better control the outcome by covenanting the proprieties prior to
selling.

Opportunities
•

•

•

Quality high rise developments adjacent to Promenade will change existing negative
perceptions about the City and prepare the ground for further developments in other parts
of the CBD by the private sector
The option for amalgamating the properties with the properties in the next row (facing
Dudley St., to gain the benefits of building a larger flexible flat-floor as well as the economies
of scale
Potentially higher resale value once Promenade is completed.

Threats
•
•
•

Potential lack of political will to purchase properties
Financial risk to Council in case of an economic downturn whilst holding the properties
Potentially signalling that development without Council support is not feasible.

Legal issues
•

Determine whether it meets requirements of “Purchase and Sale of Property for Advancing
Strategic Projects”, as presented in Table 25.
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Table 25 Legal requirements of Purchase and Sale of Property for Advancing Strategic Projects

Criteria

Specifics

The property to be purchased fits within
Council’s strategic framework

Yes: The property/properties is/are required to
achieve specific outcomes outlined in the
Council’s CBD Making Places, Economic
Development Plan and Urban Growth Strategy

The property/properties to be purchased is/are
located in an area that is a priority for Council

Yes: The property or properties are located in an
area that is a specific priority area for
development within a defined time frame (note
this could be a medium or long term time
horizon).

The property/properties to be purchased will
enable Council to act as a catalyst to the further
economic development of the city

Yes: The purchase of property or properties will
enable Council to unlock the development
potential of specific areas or zones of the city
through the stimulation of further private
investment in the area.

The property/properties to be purchased has/have
the potential, once developed, to contribute a
substantial increase in economic value to the city

Yes: This is demonstrated through the economic
impact assessment.

The property/properties to be purchased has/have
the potential, once developed to contribute
additional rates income to Council

Yes: This is demonstrated through the economic
impact assessment.

The property/properties to be held should
continue to meet the criteria that determined that
it should be acquired in the first place.

This should be demonstrated through a regular
review of the property portfolio.

The property/properties to be sold no longer
meet(s) the criteria that determined it should be
acquired and held or is being sold to realise the
advancement of the project it was acquired for in
the first place.

This should be demonstrated through a regular
review of the property portfolio or through an
assessment of the added value to the project of
the property to be sold.

Timing
•
•
•
•

Property purchases should be undertaken once commitment from Council is obtained to
fund the Promenade so that Council does not purchase and hold properties unnecessarily
Additional funding to purchase these properties could be approved by Council at the same
time as securing funding for the Promenade
Approval required from Strategic Properties Group
Determine the properties development timeline focusing on having them completed at the
same time with Promenade Stage 1 completion.
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Capital requirement
The budgeted amount available for Strategic Properties Purchases in the Long Term Plan has been
exhausted. Approximately $5M30 will need to be raised in order to purchase the properties adjacent
to the Stage 1 except 15 Daly Street31.
Required funds can be partly diverted from Making Places. This would mean forgoing other projects
to revitalise the CBD which may be more effective at getting private investment to take the initiative
and develop properties in the CBD.
The alternative source of funding is the allocated budget for UGS infrastructure projects in Kelson
(equals to $6.5M in 2020-21 and $6.5M in 2021-22), as these projects are unlikely to go ahead at this
stage. However, this money would not be available till 2020 at which point property prices could be
higher.
One solution to gain access to the required fund is substituting the allocated budget for UGS with
the Naenae Community Hub Development ($3.7M in 2019-2020). In this case, the Naenae hub can
be developed a year later at the same time with the Naenae swimming pool major refurbishment in
2020-2132. This is not expected to have a substantial negative impact as Council has recently
developed Walter Nash community centre in Taita and started the development of Stokes Valley
Community Hub, both in suburbs next to Naenae.
The funds can be diverted back to develop the second stage of the Promenade as soon as the
properties are sold to a new developer willing to build in line with the project objectives or the new
apartments are pre-sold on plans.

Option 2: Public-Private Partnership
Public realm projects are often aimed at improving the neighbourhood and attracting new residents
and businesses. In some circumstances the private owners pay for the public realm project.
However, the latter is not the case for the Promenade project; it can be promoted as a great
incentive for investment by private sector in line with the project.
This can be done with special agreement(s) with the private owners, outlining the commitments of
both parties, or Council or Urban Plus Limited (UPL) being the joint purchaser

Strengths
•
•
•
•

Achieving the desired outcome with minimal cost and reduced capital expenditure
Leveraging the benefits to property owners from Council’s investment in the Promenade
and associated developments
Potential for mixed housing model on any apartments built which maximises the potential
social and economic benefits
Potential for developing community spaces

30

The $5M figure is estimated based on the last sale price of 10 Daly Street being very close to the current capital value.
However, with the recent trends in housing market, the owners may ask for up to $6M.
31
15 Daly Street is already a well-developed building so it is not to be considered for further developments.
32
The allocated fund for Naenae swimming pool major refurbishment is $7M.
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•
•

•
•
•

Mutual commitment to finish the project on time and according to plans and agreement(s)
The option for amalgamating the properties with the properties in the next row (facing
Dudley St), to release the benefits of building a larger flexible flat-floor as well as the
economies of scale
Improved relationship with private sector
Enhance the existing experience and create a model for further partnerships with private
sector in strategic projects
Increased collectable rates.

Weaknesses
•

Compromise on some items in negotiations with private sector.

Opportunities
•
•

•

•
•

Council risk is reduced if UPL or new CCO is part of public/private partnership.
UPL could offer a land swap for the Daly Street Properties:
Summit Road (Laura Fergusson Grove, Fairfield)
Stokes Valley “The Heights”
Laings Road
Potential advance purchase of a number of apartments by UPL, which could assist potential
developers with financing the project and leveraging the desired outcome. The apartments
can be leased as social or affordable housing, which supports those looking for this as well as
being a revenue generating asset for Council.
The Daly Street incentives as detailed in Option 4 could be used for negotiation.
Alternatively, if the properties are purchased in accordance with Option 1, Council could
form a public private partnership with new development partners towards the optimum
time of undertaking the physical works.

Threats
•
•

Lack of interest by the current property owners
Potentially high impact on the progress of the whole project if the parties do not fulfil their
commitments according to the agreements.

Legal issues
•

None other than having legal input into any agreements to test robustness.

Timing
•
•
•

A public private partnership can be formed now with the buy in of current property owners.
Develop legal framework in preparation
Work in with timeframes to construct stop banks with GW.
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Option 3: Extending the Current CBD Incentives Post June 2017
The current Central Business District Development Charges and Rates Remissions Policy (dated 19th
September 2014) will expire on 30th June 2017. The policy has been successful in getting some
redevelopment underway in Lower Hutt CBD such as Old Post Office redevelopment. This policy can
be continued in the same form to assist developers of CBD property. While the incentives might not
be sufficient to encourage apartment and office space developments, if it is approved together with
other incentives, it could support and strengthen the strategies to achieve the desired outcome.

Strengths
•

•

Cost can be projected based on the costs of typical consents and the amount paid in 2008
for the proposed developments at 12 Daly Street. An estimated total of around $2,550,000 is
broken down in Table 26
Retained incentives for CBD wide developments, which may encourage other sites to
redevelop and start a domino effect in the CBD, to help achieving revitalisation goals.

Table 26 Potential Remissions

Address

Resource
Consents

Building
Consents

Development
Contributions

Reserve
Contributions

5 years Rates
Remissions

6 Daly Street

$5000

$20,000

$34,000

$60,000

$280,000

7 Daly Street

$5000

$20,000

$67,000

$120,000

$550,000

10 Daly Street

$5000

$20,000

$56,000

$120,000

$450,000

12 Daly Street

$5000

$20,000

$68,000

$120,000

$525,000

TOTAL

$20,000

$80,000

$225,000

$420,000

$1,805,000

The figures in this table assume a separate development of 6 levels on each lot. The 2 lower levels to be
commercial car parking and the 3rd level as retail. The top 3 levels will be apartments at 4 units per level (as
seen in previous development proposals). Consent costs are estimated at the higher end (non-notified) and
development contributions credits are discounted. Reserve contributions are at the maximum value.

Weaknesses
•
•
•

Lack of flexibility to adapt to specific needs of developments on Daly Street, unless it is
specified as a condition of granting remissions
Anecdotal evidence suggests the value of the incentives may not be enough motivation for
the private sector to build in line with the Promenade development
The current CBD incentives might not be a strong negotiation tool as private sector might
rely on the likelihood that Council would extend the incentives anyway.

Opportunities
•

These incentives are designed to increase the developments across CBD, so extending that
has potential benefits by encouraging all CBD developments
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Threats
•
•

Compromise on quality of the developments because there is no quality or design criteria
Council might not be able to discount this significantly due to the widespread public
expectations that the incentives package will be extended anyway.

Legal issues
•

None.

Timing
•
•

Jan 2017: Prepare report to Council to recommend continuing CBD incentives till at least
completion of stopbank works
If approved by Council, incentives will continue from 1st July 2017.

Option 4: Developing Special Daly Street Incentives
A special incentives package could be created to achieve the sought outcome in addition to the
Central Business District Development Charges and Rates Remissions Policy. The Daly Street
incentives package could include:
- Supporting the property owners in delaying development until the Promenade is complete,
by paying a reasonable interest on their property capital value (probably around 4.5%)
- Rates remissions up to 100% until the Promenade construction is completed (assumption of
5 years made) or even up to 5 years after the development of Promenade (10 years total) to
support them develop their properties, or if they are already developed to provide relief
during settling in period
- Selling the properties to developers at discount, in accordance with Option 1
- paying rent for the Promenade floor or other floors until the Promenade is built
- Leasing or buying (if unit titled) car parking floors
Table 27 Costs of rates remissions in today’s dollars

Address

Current Rates (p.a.)

Total in 5 years

Total in 10 years

1/6 Daly Street

$3,541

$17,707

2/6 Daly Street

$1,661

$8,303

3/6 Daly Street

$2,085

$10,427

7 Daly Street

$13,721

$68,605

$618,605

10 Daly Street

$11,111

$55,555

$505,555

12 Daly Street

$7094

$35,471

$560,471

$39,710

$196,068

$2,001,068

TOTAL

$316,437

Note: The figures are based on 5 years with no development and 5 years after the property is developed.
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Strengths
•
•
•
•

Paying these costs through an incentives package allows Council to include design controls
to get the best outcome for the Promenade
It could also halt current property owners from proceeding with undesirable developments
until confirmation of the Promenade plans and designs has occurred
Enhance the existing experience and create a model for further negotiations with the private
sector in strategic projects
There is a potential shortfall in car parking in the future with the CBD becoming more
popular and the loss of parking due to the stopbank upgrade, although increased walkability
reduces this effect. The leased car parking floors could be used as public parking or for a
future undercover market, which could offset some of the costs.

Weaknesses
•
•

Less flexibility and capability to align the developments with the Promenade project unless it
includes specific conditions covering this as part of approving the remissions
Council is paying these incentives (or bearing the costs) without a significant financial return.
The expected financial return is limited to the increased collectable rates from those
properties after the expiry of the incentives package, which is likely to be around $330,000
per annum.

Opportunities
•

A successful package can affect the reputation of City, be welcomed by the community, and
considered as a model in other plans.

Threats
•
•

Public relations: potential aggrievement by 15 Daly Street owners, as the special remission is
not extended to their property yet their business is disrupted by the Promenade works
People start asking for the same sort of remissions or holding fees in other Council projects,
which put Council under huge financial pressure.

Legal issues
•

Additional incentives should consider the limitations set in Council’s financial strategy.

Timing
•
•

Prepare report to Council to recommend new incentives for Daly Street properties
This option could be best as part of a public private partnership (see Option 2).

Option 5: Using the Public Works Act to Acquire Property

Strengths
•

Acquiring properties for a reasonable price
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•
•
•
•
•

•
•
•

With full control over the adjacent properties Council can implement the planned
Promenade design, achieving the best outcome for the City
Council could then either develop properties (maybe through UPL) in conjunction with the
Promenade or hold the land and sell it upon completion of the Promenade
The land could be sold at discount as part of a public-private partnership to ensure
development in line with the Promenade project
Gaining benefit through developing strategic properties (Extending Council’s revenue
generating assets)
The option for amalgamating the properties with the properties in the next row (facing
Dudley St., to gain the benefits of building a larger flexible flat-floor as well as the economies
of scale
Potential to consider public facilities (such as public toilets or storage space for intended
events on Promenade) inside the buildings
Potential to consider additional community space or a cultural facility in the new building(s)
adjacent to the Promenade, and
Improved marketing and so ability to attract more regional visitors which will positively
affect commercial activities at the Promenade, CBD, and the City.

Weaknesses
•

•
•
•
•

Lengthy acquisition process by going through accredited supplier, obtaining valuation from
registered valuer, approval from the Land Valuation Tribunal (if no agreement is achieved on
compensation) and/or Environment Court (if owner object to acquisition), and getting Land
Information New Zealand (LINZ) approval and acceptance on the Sale and Purchase
Agreement.
High capital expenditure
Insufficient fund currently available in the Strategic Properties fund
Holding costs
Lack of human resources. Council does not have the expertise and fund readily available to
develop the properties. Therefore, it is likely that these will need to be sold to the private
sector. The outcome can be managed by covenanting the proprieties prior to selling.

Opportunities
•
•

The potential to share resources with GWRC in relation to property acquiring services that
can help reduce the costs
High rise quality developments adjacent to the Promenade (even though supported by
Council) change negative perceptions about the City and prepare the ground for further
developments by the private sector.

Threats
•
•

High risk of Daly St. property owners dissatisfaction
Risk of community dissatisfaction and damaging Council reputation if the rationale for
implementing compulsory acquisition, the process and/or the compensation is not accepted
as fair approach by the public
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•
•
•
•

Lack of political will to spend money on property purchases and development
Financial risk for Council if there is an economic downturn whilst holding the properties
Crowding out the private sector
Potentially signals that development without Council support is not feasible.

Legal issues
•

The Promenade could be considered as a public work as it provides the planned public open
space amenity; however, compulsory property acquisition requires a solid purpose. This is
explained in Section 9, Legal Considerations.

Timing
•

Designation required through RMA, this could be done in conjunction with GW work to do
with stop bank.

8.3

Combining Promenade Development Management Options

Deciding which options or combination of options are best for developing the Promenade and make
the nearby properties development in line can be drawn only when these two configurations are
seen together. Options explored demonstrate that buying the buildings helps achieving the targets,
if a CCO gets involved in development of the Promenade. Otherwise, private-public partnership is
the priority.
The CCO is also capable of planning for higher value developments with amalgamating some of the
properties; while Council does not have the required resources for such developments and suffers
from slow approval processes. For illustration, research indicates that condominiums (including
retirement villages) with walkable access to public transport (to be enhanced by the Pedestrian and
Cycling Bridge) sell for 28% to 37% higher prices. Similarly, the CCO can ponder the fact that
accessibility premium in multifamily housing is three times higher than single-family housing.
Leveraging such benefits may not be credited in Council planning.
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9.

Legal considerations

The Promenade project will affect several stakeholders during and after the construction period.
Therefore, it is crucial to make sure that the legal aspects of the project are carefully reviewed. We
have explored two of the issues that the project may face, namely road stopping and compulsory
property acquisition.

9.1

Road stopping

Professional legal advice was sought from DLA Piper in respect of stopping the road at Daly Street
and any issues arising from potential development of the adjoining property owners as well as any
rights owed to them by Council. The specific inquiries include:
•
•

•

•

•

Will making Daly Street into a lane for the access of property owners count as a legal road
frontage?
Will making the Promenade over the top of the current Daly Street be sufficient for, or
supplement, the legal road frontage to address any disbenefit to those parties from the loss
of street width/traffic flow and parking?
Does Council need to allow for service vehicle access on the Promenade to service the
tenancies that are at first floor level to recognise that this is still street, albeit pedestrian
only?
What is the process to go through to enable the Daly Street land to be made into a stopbank
rather than road? Is it actually a road stopping given that the pedestrian access over the top
will be maintained?
What risks are there to the proposal arising from the concerns of owners affected by the
scheme?

The DLA Piper advice in this regard is summarised:
1. We consider that a partial road stopping should be undertaken to provide for the narrowing
of vehicle access to Daly Street, even though pedestrian access will be retained. This is the
most transparent approach.
2. We see no barrier to the partial stopping of Daly Street in terms of its narrowing to one lane
for vehicle traffic.
3. The one lane that remains should be configured to still provide legal access to the adjacent
properties. We see no real concern with this issue provided it retains its legal road status.
4. There is no need to allow vehicles on the Promenade, unless Council wishes to make this a
mixed use space. A road can still be a road, even if only pedestrian access is provided. In this
case, vehicle access will still be available at ground level.
5. When it comes to considering the impacts of the proposal, at either the road stopping or
resource consenting stage, the provision of public pedestrian access may be relied on to
offset some of the adverse effects of the development.
6. The risks of opposition arise more at the resource consenting stage rather than the road
stopping stage. This is because the road is only being partially stopped and legal access
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retained. The main adverse effects arising from the proposal relate to the creation of the
stopbank and Promenade structure themselves in terms of loss of amenity.
7. While we do not see any insurmountable barrier to this project, the more development that
occurs along Daly Street in the interim, the harder it will be to obtain resource consent for
the project. This is something that needs to be considered by Council. There is a strong
incentive to achieving agreement from immediate neighbours.

DLA Piper has added that “In the River Recreation zone… Any buildings or structures not associated
with flood protection measures or river works are discretionary activities. While we consider that
the proposal is generally consistent with the objectives and policies for this zone, the works for the
Promenade will likely require resource consent as a discretionary activity, as the works are
additional to the flood protection works.” Moreover, “The Promenade works will likely require
resource consent as a restricted discretionary activity in this zone under rule 5A2.2(a). That rule
relates to the construction, alteration of and addition to buildings and structures.”
Likewise, Daly Street is currently classified as a minor district distributor road within Appendix 1 of
Chapter 14A Transport of the District Plan. If Daly Street is to be turned into an access
road/pedestrian road, the reclassification of Daly Street would need to be the subject of a plan
change in accordance with rule 14A(i)2.1(c) of the District Plan. Consents may also be required from
GWRC in terms of the construction activities for the Promenade and any associated discharges or
works in the river.
Therefore, the potential arguments will likely carry more weight in opposition to the resource
consent application as opposed to the road stopping (as access is still being maintained). Any
application for resource consent will require an assessment of the environmental effects of the
project. That assessment is to be undertaken against the environment at the time of the application,
taking into account any activities which have already been granted resource consent (but have not
yet been implemented).
In case of any private development proposal, until resource consent for the development is granted,
the effects on that development are not something that can be considered by the decision maker on
any resource consent proposal for the Promenade project. Equally, until resource consent has been
obtained for the Promenade proposal, no decision maker can take those works in consideration
when assessing any development proposal along Daly Street.
In that sense, neither proposal will have priority even if one application is lodged before the other.
The issue is whether either proposal can be considered by the other, and this is dependent on the
granting of resource consent and not the lodgement of an application. In terms of implications on
the Council's project, the more development that obtains resource consent prior to the Council's
resource consents being assessed and determined, the harder it will become for Council to obtain
resource consent. This is because the environmental effects of the Promenade project will likely
increase with any increase in development along Daly Street.
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9.2

Property acquisition

According to Local Government Act, the purpose of local governments includes meeting "the current
and future needs of communities for good-quality local infrastructure, local public services, and
performance of regulatory functions in a way that is most cost-effective for households and
businesses" (Section 10-1-b). The Act further requires Council to consider "appropriate to present
and anticipated future circumstances" in defining good quality infrastructure, public services & etc.
(Section 10-2-c), and clarifies the core services to be considered in performing (Council's) role. It
includes libraries, museums, reserves, and other recreational facilities and community amenities
(Section 11A-c).
Meanwhile, the Public Work Act defines public work as:
(a) every Government work or local work that the Crown or any local authority is authorised to
construct, undertake, establish, manage, operate, or maintain, and every use of land for any
Government work or local work which the Crown or any local authority is authorised to construct,
undertake, establish, manage, operate, or maintain by or under this or any other Act; and include
anything required directly or indirectly for any such Government work or local work or use
(b) every Government work or local work constructed, undertaken, established, managed, operated,
or maintained by any education authority within the meaning of the Education Act 1964 and every
use of land for any Government work or local work which such education authority constructs,
undertakes, establishes, manages, operates, or maintains, and include anything required directly or
indirectly for any such Government work or local work or use, and
(c) any Government work or local work that is, or is required, for any university within the meaning
of the Education Act 1989
Note that phrase 22 of Public Work Act stating that "Only land required for essential works may be
compulsorily taken" is repealed.
It seems possible that the Promenade project could be defined as a public work as long as Council is
authorised to develop it. The Public Work Act states that Council can acquire property even if it is
only indirectly required for the public work. This might be also considered as a justification for
extending the stopbank and building the tunnel.
Council should seeking external legal advice to ascertain whether existing plans and progresses
provide a robust basis for building the tunnel and compulsory acquisition of the properties.

10.

Risk and uncertainty

Major projects often suffer from a range of uncertainties during both the planning and execution
periods, and the Promenade project is not an exception. Some of the shortcomings that commonly
impact projects, such as ‘planning fallacy’ (i.e. underestimating the time and cost to complete the
project), insufficient quality of the outcome, and the final product not being ‘Fit-for-purpose’, have
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been the topic of many studies over the past decade. While planning fallacy is briefly reviewed in the
first subsection, we allocate the rest of this section to addressing risks and concerns specific to the
Promenade project. This section also discusses effective mitigation strategies, clarifies the
limitations and assumptions made in the estimations, and tests the sensitivity of the results against
the key assumptions.

10.1 Key Risks and Mitigations
Among the general risks, planning fallacy, which was first proposed by Nobel Laureate Daniel
Kahneman and Amos Tversky in 1979, has been a key issue in the recent projects across Council;
thus the underestimation of time, and so costs, to complete Council’s projects has been discussed by
many of the internal and external stakeholders. The reasons suggested in explaining the issue
include the incomplete understanding of the scope of the projects, the work required to cover that
scope, the unseen problems arising during the project, changes made to the original plan by various
internal and external stakeholders, and planners -or those who propose the project or programmebeing optimistic because that is what they want to be the case, in excess of the point that advising a
lower time and cost by planners is likely to increase the chance of getting the required approvals.
The stated reasons are not dissimilar to those offered as causes of the underestimation elsewhere.
For instance, authorization imperative, one of the theories proposed in explaining the issue
discusses that “much of project planning takes place in a context which requires financial approval to
proceed with the project, and the planner often has a stake in getting the project approved. This
dynamic may lead to a tendency on the part of the planner to deliberately underestimate the project
effort required. It is easier to get forgiveness (for overruns) than permission (to commence the
project if a realistic effort estimate were provided).” Such deliberate underestimation is called
strategic misrepresentation.
However, it is worthwhile finding out the causes of such underestimation as it is highly desirable
that, plans and estimations in the Promenade project are accurate in order to achieve the most
favourable outcomes. This is particularly significant for this project as it is known that the
consequences of disruptions are not linear i.e. as size of a project increases the ‘natural inefficiencies
to react’ will become larger. So the error increases much more in larger projects. Any error could
result in greater consequences that might be irrevocable. Therefore, as the Promenade is a major
project for Council, the planners and policy makers involved should be extremely careful to propose
a practical schedule, timing and budget.
Exploring the Promenade project’s specific risk factors, the two main risks involved are the Daly St.
building owners being not prepared to alter their development plans and lack of budget. While the
former issue and the potential solution are carefully assessed in Sections 8.2 and 9.2, the latter is
reliant on reallocation of project budgets in LTP and developing Private-Public Partnerships (allowing
for FDI from Asian investors) that have strong political dependencies. Council can also consider
increasing debt according to the proposed amendments in the financial strategy, subject to public
support during consultations. This business case also supports the project and its planning. The other
risks, the likelihoods and the mitigation strategies are presented in Table 28.
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Table 28 Specific risk factors, the likelihoods and the mitigation strategies

Risk

Likelihood

Mitigation strategy

• Joint HCC/GWRC/NZTA
project un-ravels

• Medium, esp. agreeing cost
sharing

• New Melling Bridge not
funded by NZTA
• GWRC does not go ahead
with stop bank work

• Medium. NZTA business cases
will not justify NZTA funding.
• Low. GWRC have completed
public consultation and have
received overwhelming public
support to proceed with the stop
bank work
• High. Building owners are already
advising Council that they want
to build. The key concern is
whether they will build in line
with Promenade plan

• Officers work with key councillors,
and
• Officers working closely with GWRC
and NZTA
• Redesign of flood protection.

• Daly St. building owners
not prepared to alter
development plans

• Access to current
incentives package
undermines ability to
develop CBD in a way that
complements the
Promenade development
• HCC internal conflicts.

• Medium. Property owners
/developers can access
development contribution and
rates remissions under current
policy

• Legal

• Low. Non-compliance with
regulations or resource consent
requirements
• Medium. Road stopping,
designation or resource consents
opposed by affected parties
• Low. Opposition by community

• Compliance

• Community conflicts

• Lack of budget

• Low-med. Misalignment with
transport strategy, resource
consent decisions or etc.

• High. Insufficient budget
allocated so that only Stage 1 can
be completed with good-quality,
undermining the attractiveness
to apartment developers
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• Continuing to work with GWRC to
enable the development of the stop
bank

• Public private partnership
• Council purchases the properties
• Better align incentives package with
desired outcomes for Promenade,
and
• Design guidelines in District Plan
(This is time consuming, so might
not be concluded on time.)
• Better align incentives package with
desired outcomes for Promenade,
and
• Reviewing Rates Remission Policy
and Remissions for Development
Policies in early 2017
• Analysing the potential alternative
routes, and
• Strong direction from Strategic
Leadership Team
• Internal alignment of work

• Internal alignment of work

• Early and ongoing community
engagement, and
• Communication of messages
detailing the “game changing”
nature of the Promenade
Development
• Developing robust business case
• Reallocation of budget in LTP, and
• Developing Private-Public
Partnerships (considering FDI from
Asian investors)

10.2 Assumptions and constraints in estimating the benefits
There is a lot of evidences that shows that Riverfront developments in many cities around the globe
have worked as a game changer. In some cases, the development supported significant changes in
existing run-down CBDs. The initial investment in providing such public amenities always attracted
millions of dollars of private investment in residential and commercial developments and businesses
activities that converted the area to an excellent space in the City.
Assumptions made in estimating the benefits of the Promenade development are based on this
evidence (reviewed in Section 1.2, Literature review), together with further investigations on the
feasibility of the intended impacts (presented in Appendix I: Is high rise development feasible in
Lower Hutt CBD?). Recent studies and available statistics, mainly provided by Statistics New Zealand,
are frequently used in the other cases. The assumptions facing data constraints are reviewed in this
section, before providing the results of sensitivity tests against the key ones in the next section.
The first key assumption is the type of development that will take place nearby the Promenade.
Recent resource consent applications and the pre-application meetings with Council suggest that the
majority of developments will be residential. Thus, the original scenarios are conducted assuming
that 75% of the potential developments will be residential and the remaining 25% will be
commercial spaces, including retail and office space. We have further re-examined the scenarios in
the sensitivity tests for the case of 90% residential. The reasoning behind this is that the new
developments will take place at the site of existing commercial spaces. So while a minimum
commercial development (retail space on the front of the buildings) is mandatory under District
Plan, the likely demand pressure, and lack of interest in additional commercial space, may
encourage developers to allocate up to 90% of the new buildings to residential development.
This is further combined with development capacity probabilities for each block nearby the
Promenade (as presented in Figure 6) which is determined based on proximity to the developed
areas in each option.
Table 29 Development capacity probabilities for each block

Scenarios \ Block No.
Counter factual
Stage 1

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

28% 28% 28% 22% 22% 17% 28% 17% 11% 22% 11%

6%

6%

6%

6%

Stage 2

6%

6%

6%

5%

5%

4%

6%

4%

2%

5%

2%

1%

1%

1%

1%

Stage 3

4%

4%

4%

3%

3%

2%

4%

2%

2%

3%

2%

1%

1%

1%

1%

Stage 2X

2%

2%

2%

2%

2%

1%

2%

1%

1%

2%

1%

0%

0%

0%

0%

37% 37% 37% 30% 30% 22% 37% 22% 15% 30% 15%

7%

7%

7%

7%

Stage 1 and 2 concurrently
Pedestrian & Cycling Bridge
Maximum potential
development considered

6%

6%

6%

5%

5%

4%

6%

4%

2%

5%

2%

1%

1%

1%

1%

49%

49%

49%

39%

39%

29%

49%

29%

20%

39%

20%

10%

10%

10%

10%

An additional impact (10%) is considered if stage 1 and 2 are implemented concurrently due to the
expected mass amalgamation and improvement that would take place, as explained in Sections 2.6.
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This can be re-endorsed as undertaking this option also demonstrates Council’s commitment in
rejuvenating the CBD and eliminates the potential inconveniences of constructing Stage 2 at a later
time, which can attract more investment by private sector.
Furthermore, the Pedestrian and Cycling Bridge analysis assumes that Melling station will be
relocated to maximum 500M proximity of CBD, which is not far from the opposite side of Margaret
Street, and uses the result of GWRC’s survey of Melling station users on 2011 which are still valid.
The construction expenditure is estimated using the cost structure provided in “Housing Infill
Potential in Hutt City” provided by Urbecon Ltd in 2012 for Hutt City Council; however, the costs
have been updated in consultation with a number of local developers and contractors. The average
construction cost of a 7 storey building in 2018 is then estimated at $3,089 per sqm, before including
consultants and designers fees (12% of construction cost), development contributions, conservation
and connections fee (average $150 per sqm), other costs (10% of construction, consultant and
development contribution costs), finance cost (10% of all the previously mentioned costs, plus the
land value) and developers margin (17% in a two year project). The updated construction costs
include increasing the cost of building car park to $606 per sqm, apartment space to $3,665 per sqm,
office space to $3,334 per sqm, and retail to $2,765 per sqm. The land value and the total floor value
(average of residential and commercial spaces across the CBD, excluding the shared spaces) are then
estimated at $1,500 per sqm and $5,833 per sqm, respectively.
The potential benefits of construction, calculated in the economic impact assessment, also rely on
the proportion of construction expenditures that is paid to the local businesses. The assumptions in
this regard are based on the general understanding from recent projects as per Table 30.
Table 30 The proportion of local construction expenditures

IO industry

Spend Locally

Residential Building construction

40%

Non-residential Building construction

33%

Scientific, architectural, and engineering services

20%

Heavy and civil engineering construction

50%

Construction services

50%

Likewise, in evaluating the economic impact of new residents’ expenditures, the proportion of local
expenditures (50% to 100%) affects the economic impact. The presumed percentages, shown in
Table 31, are specified based on the general information about residents’ shopping behaviours and
the relevant statistics.
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Table 31 The proportion of local expenditures by new residents

IO industry

Spend Locally

Fruit and vegetables, meat, poultry and fish, grocery, alcoholic
and non-alcoholic beverages and tobacco

90%

Restaurant meals and ready-to-eat food

70%

Clothing, footwear and Recreational equipment and supplies

70%

Property and vehicle maintenance

80%

Furniture, furnishings, household appliances and floor coverings

90%

Health and personal care

80%

Purchase of vehicles

70%

Passenger transport services

70%

Telecommunication services

90%

Recreation and culture (excluding holidays)

80%

Education

90%

Insurance

80%

Actual rentals for housing

100%

Home ownership

100%

Interest payments

100%

Saving

100%

Household energy

50%

Furthermore, it is believed that majority of the companies occupying the new commercial space will
relocate from other Lower Hutt commercial spaces. Hence, 20% of the jobs created by the
companies are considered to be new. Although the vacant office space in the rest of the City might
be used by new companies employing new staff these are not taken into account. Following the
current trends, 70% of the employees are expected to live in the City. The new jobs are likely to be in
higher end industries. The employed distribution is provided in Table 32.
The other aspect of the estimation of benefits is how various aspects of Promenade affect property
values. While the in depth effects are described in the literature review, the final guidelines
considered in calculating the property value rises in each block are presented in Section 3.2.5.
The Promenade is also likely to stimulate events in the City. The increase in the regional visitors’
expenditure through more events starting from one event per month if the project is limited to the
first stage only, that increases to 2.4 events per month if all the stages and the Pedestrian and
Cycling Bridge are completed. In addition, the local expenditures by visitors attending all event types
organised in the Event Centre is also expected to increase, ranging from 2% to 4.8%. The rest of the
calculations follow the approach undertaken in the “Evaluating the economic impact of the Event
Centre” conducted by Strategy and Planning Division, Hutt City Council, and reviewed by NZ Institute
of Economic Research (NZIER).
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Table 32 The distribution of new employees within high end industries

IO industry

Spend Locally

Banking and financing; financial asset investing

20%

Health and general insurance

20%

Residential property operation

10%

Non-residential property operation

10%

Legal and accounting services

20%

Advertising, market research, and management services

10%

Residential care services and social assistance

10%

Total

100%

Additionally, the developments are likely to take place gradually, and with a time lag. Once the first
few buildings are launched and a market is shaped to help understanding the demand, the
revitalisation of the CBD will continue more rapidly. The implementation of new developments may
be completed in 15 years, when the new developments follow a steady state which will not be
necessarily the result of the Promenade development. Therefore, an S-shape growth trend is applied
in the relevant categories of this assessment (Figure 24).

Figure 24 Timing of development implementations
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The last step, the net benefit of each stakeholder is estimated to understand who gains from this
project and if any stakeholder will experience a loss. This is essential to note that economic impacts
(e.g. value added, employment, and net household income) are not equal to net benefits. Net
benefit in an economic analysis is the benefit after allowing for all the explicit and implicit costs
(including potential opportunity costs). Hence, in effect, a portion of the economic impacts,
following previous studies, are considered to be a net benefit for relevant stakeholders. The increase
in property values and 5% of the value of the new developments are considered to be a net benefit.
The Council return on investment is also a benefit for ratepayers.
The utilised discount rate is 4.5%, and we have assumed we will experience a stable inflation trend.

10.3 Sensitivity tests
The findings are tested against the key assumptions to make sure that the results are robust and
potential variations of the predictions do not meaningfully alter the conclusions and
recommendations. The Promenade medium growth scenario is used in five sensitivity tests, as
follows:
1234-

50 less private development (presented as Low Growth scenario)
90% of private development being residential
New jobs being only 10% of the total jobs in the new buildings
Less property value (20% less property value increases and 2.5% lower value of new
residential properties)
5- Discount rate of 6%

The results are also obtained in a worst case scenario in which all the pessimistic assumptions occur.
The findings, presented in Table 33, suggest that the conclusions made in the medium growth
scenario are robust, and are not significantly dependent on the assumptions of this study.
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Table 33 Results of sensitivity tests ($M)
Original (Medium
Growth Scenario)

50% Less Development 90% Residential vs.
(Low Growth Scenario)
10% Commercial

New Jobs only 10%

20% less property
value increases and
2.5% lower value of
new res. properties

Discount rate 6%

Worst case scenario
(All pessimistic
assumptions applied)

Total
VA

Total
NB

Total
VA

Total
NB

Total
VA

Total
NB

Total
VA

Total
NB

Total
VA

Total
NB

Total
VA

Total
NB

Total
VA

Total
NB

(0)

(3)

(0)

(3)

(0)

(3)

(0)

(3)

(0)

(3)

(0)

(3)

(0)

(3)

Stage 1

1,489

402

749

196

808

233

894

256

1,485

406

1,257

347

243

70

Stage 2

326

93

168

49

180

57

199

62

325

93

275

81

57

20

Stage 3

226

70

120

41

128

46

141

49

225

69

189

61

44

20

Stage 2X

112

30

60

15

64

18

70

20

112

30

93

26

21

5

1,998

572

1,010

296

1,089

346

1,204

377

1,992

576

1,687

498

331

127

317

90

158

45

171

53

190

58

316

89

267

78

50

17

Stage 1, 2 and 2X

2,110

1,121

1,069

311

1,152

365

1,274

397

2,104

606

1,780

524

352

132

Stage 1, 2 and the Bridge

2,315

1,233

1,168

341

1,260

400

1,393

435

2,309

665

1,954

576

381

144

Stage 1, 2 and 3

2,224

1,188

1,130

337

1,217

393

1,344

427

2,217

645

1,876

559

375

147

Stage 1, 2, 3 and the Bridge

2,541

1,356

1,288

382

1,388

446

1,534

485

2,534

734

2,143

637

425

164

Measure
Counterfactual

Stage 1 and 2 concurrently
Pedestrian & Cycling Bridge

* VA and NB stand for total Value Added and total Net Benefit, respectively.
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Concluding Remarks
The findings of this study suggest that the development of the riverside Promenade is a highly
valuable project for all the stakeholders. It is an effective project to stimulate economic activity (incl.
private investment) and increase the population of the City, if it is accompanied by robust planning.
The economic impact assessment also suggests a very high return on investment; however, the
estimated benefits, similar to any other economic impact assessment, are subject to the known
overestimation of the secondary effects using Input Output multipliers. The IO model does not take
input constraints, price rises and associated reallocation of input resources across sectors into
account; so the multiplier effects of large projects are likely to have significant error margins, and to
be smaller than those implied by unconstrained input-output multipliers. Therefore, the EIA results
should be interpreted with special consideration. Direct impacts are also reported as the multiplierfree lower bound estimate of the impact.
Additionally, the benefits represent the value added across all sectors stimulated by the Promenade.
Value added basically comprises earnings of employees, operating surpluses for affected businesses
and maintenance of physical capacity throughout the Lower Hutt economy. Readers should note
that while figures represent the broad impact of the Promenade on the local economy, there are a
number of limitations in the GDP definition and its measures that should be considered when using
the outcome.
The estimated results are also based on a number of assumptions that could not be empirically
tested. Therefore, the results may not be robust if the assumptions do not hold, and so should be
treated with caution. This study considered conservative assumptions to offset these uncertainties,
to some extent, and tests the sensitivity of the results against the key assumptions.
Finally, the point of investment appraisal is to show the value of investment relative to other
possible uses of investment resources. While this outcome, similar to any other economic impact or
cost benefit analysis, is to be compared with other alternatives, the results (e.g. very high positive
direct impact, return on Council’s investment and WTP, in addition to flood protection, City
rejuvenation and other qualitative impacts) indicate remarkably high benefits that are not
obtainable from the majority of other projects. Therefore, this study strongly supports the
development of the Promenade.
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Appendix I - Is high rise development feasible in Lower Hutt CBD?
Lower Hutt CBD has long suffered from lack of investment. With recent investments by Council in
rejuvenating the City and the upsurge in housing market, apartment development in CBD is now a
probability. However, there is still an open question about the feasibility of such developments. This
appendix looks at this feasibility question by exploring the potential value of apartments and future
demand for this kind of residential space, then comparing that with the expected development cost.

1. The value of new CBD apartments
Since there have not been any new apartment unit for sale in CBD recently, we have evaluated three
approaches for estimating the value of new apartments.

a) 12 Daly Street
A 12 storey residential building was proposed in 2007 for 12 Daly Street. 29 out of 31 apartments
were sold on the plan, while the sale of the other two apartments (i.e. penthouses) was held by the
developer who is expecting a further increase in value. The sale price varies depending on the level
and view (Daly St., Rutherford St., and Waterloo). The lowest-priced apartments being the Waterloo
view (that enjoy a wide view of north, east and south but suffered from no view of the river and lack
of sunshine in the afternoon) was sold for $585,000, $630,000, and $675,000, in levels 3-5, 6-8, and
9-11, respectively. The ‘Daly apartments’ (with river view but less sunshine as there were facing
south and west) were sold for 10% higher prices compared to ‘Rutherford apartments’ with limited
north and west view33, and 2.4% to 3.4% higher compared to ‘Waterloo apartments’. Proposed Daly
and Waterloo apartments were 2 bedrooms, while the Rutherford apartments were offered with 3
bedrooms.
The prices ranging from $5,727 to $7,200 per sqm (midpoint being $6,464) are presented in the
table below.
view

Rutherford (110 m2)

Waterloo (96 m2)

Daly (100 m2)

Price

Price per m2

Price

Price per m2

Price

Price per m2

3-5

630,000

5,727

585,000

6,094

630,000

6,300

6-8

675,000

6,136

630,000

6,563

675,000

6,750

9-11

720,000

6,545

675,000

7,031

720,000

7,200

Level

The table also illustrates that the apartments in levels 6-8 are sold for over 7% higher prices
compared to those in levels 3-5 (10 meters in height). The premium for apartments in levels 9-11,
was also about 7% in comparison with levels 6-8, and about 15% in comparison with levels 6-8. The
fact that the apartments in higher levels and those with the river view were sold faster indicates that
the premiums could be even higher.

33

The Rutherford apartments did not have a wide river view as they were facing north towards the existing building at 15
Daly St.
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The development didn’t move forward as the developer faced major challenges in financing their
other projects at the peak of global financial crisis.
Prices are now up to 10% higher compared to 2007, so new apartments in CBD are expected to sell
for $6,300 to $7,920 per sqm, depending on a number of variables.

b) The old post office
The alternative base for estimating the value of apartments is the only recently earthquake
strengthened and renovated building in CBD at the site of the former post office. The apartments
(ranging from 90 m2 to 115 m2) are not available for sale as owners are willing to maintain the
ownership and make profit by renting them. The rental is set at $380 to $460 per week (i.e. $19,760
to $23,920 per year). Maintaining the property as an investment, the rate of return is expected to be
in line with interest rates paid by local banks. Table below presents the estimated value of
apartments using this approach:
Interest rate

Apartment Value

Value per m2 *

3.4%

703,529

6,118

Low risk

6.0%

398,667

3,467

High risk

Average

4.7%

508,936

4,426

Medium risk

Average (considering
property value increase
of 1% per annum)

3.7%

646,486

5,622

Medium risk

Highest offered rate
(12 month term deposit)

Targeted deposit
(retirement village)

Comment

* assuming that the $460 rental fee is for the 115 m2 apartments.
Therefore, the value of apartments in this renovated 3 storey building is around $5,622 per sqm.

c) CBD fringe
The last approach to find out the value of apartments in CBD is to consider the sale price of other
types of properties at CBD and its nearby suburbs as there are not many residential properties in the
CBD at this stage. Adding the expected premiums for new apartments, water view, and the
Promenade development we can arrive at an estimation of the value of new developments. This is
reliant on the fact that normally no significant difference in value of various types of dwellings is
observable across the city and the region.
The Urbecon report specifies a 15% premium for new dwellings; however, brand new dwellings are
sold in Lower Hutt for up to 40% higher prices compared to the older ones. Nonetheless, the
distinction might be about 15%-20% considering the quality 5-10 years old houses. The greater
difference between new and old dwellings in comparison with NZ average might be due to the lack
of supply of new houses in Lower Hutt. So we have assumed that the premium is currently about
20% in Lower Hutt.
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The 12 Daly Street Section above also pointed out a 7% premium for every 10 meters increase in the
height, and the earlier estimations at Hutt City Council showed that a wide water view increased the
property prices in Lower Hutt by 10%. There are definitely synergies between the above premiums,
as well documented in the literature. To be conservative, we have not considered the additional
premiums based on the synergies.
Hence the properties without any of the above premiums sell for $4,047 per sqm of living area at
CBD (or $4,121 including nearby suburbs), as presented in table below, it can be concluded that new
apartments with a river view can sell for about $5,716 per sqm. Proximity to the current CBD
amenities can easily increase this value to above $6,000 per sqm, while the value of other
apartments without the river view premium would be about $5,456 per sqm.
Price per m2

Suburb
Hutt Central

4,047

Woburn

4,068

Alicetown

4,153

Boulcott

4,214

Average

4,121

Summary
To sum up, the value of new apartments is not certain. Having looked at different approaches, prices
may vary in a wide range of 5,456 to $7,200 per sqm. The midpoints were $6,464, $5,622 and $5,728
per sqm, with an average of $5,938 per sqm. The Promenade project (with features such as
walkability, Pedestrian and Cycling Bridge and access to the relocated Melling station) is expected to
increase the hedonic value of CBD properties and add about 10% to 15% to the value of apartments,
reaching %6,532 to $6,829 per sqm.

2. Demand
Forcast.id projected the Lower Hutt population and the net new dwellings34 as below:
Population
Year

Change in
population

Average annual
population growth

Number of
Dwellings

Net dwelling
additions per year

2013

101,200

-

-

38,547

-

2018

102,392

1,192

0.23%

39,299

150.4

2023

103,475

1,083

0.21%

40,159

172.0

2028

104,968

1,493

0.29%

41,038

175.8

2033

106,481

1,513

0.29%

41,931

178.6

2038

108,048

1,566

0.29%

42,807

175.2

2043

109,885

1,837

0.34%

43,716

181.8

34

The number of Dwellings is estimated based on the number of households and expected dwellings occupancy rate for
each time interval. Net dwelling additions per year is added to the forcase.id projection to indicate how many dwellings we
need per annum.
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The demand for the new apartments should also take account of the Wellington region population
projection. It is mainly because the steady population of Lower Hutt is believed to be due to the
limited supply of houses in Lower Hutt. The city is surrounded by hills and the harbour, so achieving
an additional stock of houses will occur through intensification. On the other hand, the majority of
local residents work in Wellington City where there are far fewer adequate affordable housing
choices.
The Statistics NZ medium scenario estimated the Wellington region’s population growth as below:
Years

Annual growth

Estimated
using Census
data
Projected

1999 – 2003

0.84%

2004 – 08

0.85%

2009 – 13

0.62%

2014 - 15

1.04%

2016 - 18

0.59%

2019 - 23

0.49%

2024 - 28

0.43%

2029 - 33

0.34%

2034 - 38

0.23%

2039 - 43

0.14%

The high population and household growth rate indicate a substantial demand for new dwellings
across the City.
The Urbecon report provided an assessment of housing demand for the City and apartment demand
for specific locations, including the CBD. Section 3, concludes that “it is considered appropriate to
adopt a demand forecast of 250 dwellings per annum for the next decade.” The report, prepared in
2012, has considered a recent slowdown after global financial crisis, which is no longer the case. The
building consents issued in Lower Hutt reached 445 consents in year ending June 2016.
Section 8, which evaluates the demand for retirement housing, indicates that nearly two thirds of
annual household growth will be retiree households. Thus, based on the general trends of 30% of 70
years plus households choosing to reside in a retirement village, there is demand for approximately
50 additional retirement village units annually, for the next decade. This equates to demand for 3-4
additional retirement villages over the next decade, while there is no solid reason to have a
divergent estimation for the following decade.
The apartment demand assessment section of the report implies that the problem for apartment
development is the price, as buyers do not discriminate in valuing different types of dwellings. So the
report relies on the feasibility of apartment building development, without considering a clear
limitation in demand.
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It is also expected that the first new apartment building will start a new trend, as developing high
rise buildings has not happened for some time in the CBD. While the demand is rather obvious, no
one is willing to take the risk and start the first development. Lastly, the current demand for
apartments can also be seen from fast selling Bob Scott retirement village apartments and the
interest in the old Post Office building. Interestingly, 7 out of 16 apartments were rented out in the
first day.

3. Apartment building construction cost and feasibility
As a general rule, apartment buildings require a minimum sale price of $5,500 to $6,000 per sqm to
be commercially feasible. The difference is due to the need to use structural steel or other costly
structural elements in high rise buildings.
According to the Urbecon report, the construction cost of apartment buildings was at $2600 per sqm
in 2012. Moreover, consultant and designer costs are equal to 12% of construction site. The report
also considers $150 per sqm for Council’s development contributions and other costs to be equal to
10% of construction cost, consultants and designer’s costs and council’s development contributions.
Finance cost is assumed to be 10% (for 24 months) over both land value and total cost. The expected
profit margin is 20%.
The costs increased sharply since 2012, and are expected to reach $3,307 to $3,803 per sqm of
residential floor in 3 to 9 story buildings by 2018. The cost of developing commercial and parking
space is expected to be lower. The cost projection is presented in Table X:
No of Stories
Car park

3

5

7

9

606

606

606

606

Apartment

3,307

3,528

3,665

3,803

Offices

2,977

3,197

3,334

3,472

Retail

2,480

2,646

2,756

2,866

The majority of floor area (i.e. 75%) in the new buildings in the CBD is expected to be allocated to
residential space. The rest will be office space, retail, car park, and shared spaces. The average
construction cost, together with other costs of high rise development, following the Urbecon report
approach, is represented in Table below. The land value is considered at $1,500 per sqm.
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High rise development feasibility
No of Stories
3

Cost Benefit

5

7

9

(per sqm)

Construction cost

2789

2974

3089

3205

Consultants/Designers cost

334.7

356.8

370.6

384.5

Parking and shared space construction

334.7

356.8

370.6

384.5

Council contributions

150.0

150.0

150.0

150.0

Other costs

327.4

348.1

360.9

373.9

Land value

500.0

300.0

214.3

166.7

Finance

443.6

448.5

455.5

466.4

Total Costs

4879.1

4934.0

5010.8

5130.6

Exploring the feasibility of high rise development, the total cost is compared in the table below with
two floor value scenarios:
A) 1% increase in the average floor value of the building with every one level increase in the height
of the building (e.g. if an apartment in level 5 sells for $450k, an apartment in level 6 would sell
for 6% higher price at $477k).
B) 1.5% increase in the average floor value of the building with every one level increase in the
height of the building (e.g. if an apartment in level 5 sells for $450k, an apartment in level 6
would sell for 9% higher price at $491k).
Scenario

No of Stories
Apartment sale price ($)

A

5

7

9

5800

5917

6036

6157

921

983

1025

1026

18.9%

19.9%

20.5%

20.0%

Apartment sale price ($)

5800

5975

6156

6342

Developer’s Profit ($)

920.9

1041.3

1145.1

1211.4

Profit margin (%)

18.9%

21.1%

22.9%

23.6%

Developer’s Profit ($)
Profit margin (%)

B

3

The figures indicate that there are certain opportunities for high rise apartment development even
without considering the existing rates and development contributions remissions. The main
challenge of developers is financing the multi-million dollar projects. So the best incentive for
developers is to support them in financing the project, rather than providing them with long term
rates remission that is not always transferable to the property value.
Ultimately, the Promenade will increase the value of properties (incl. apartments); so even if one
believes apartment development is marginally feasible now, there will be more lucrative
development opportunities after the launch of the Promenade.
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Appendix II - Survey results
A. Previous survey of Melling Station users
The economic effectiveness of the Pedestrian and Cycling Bridge in connecting the CBD to public
transport is directly affected by the location of Melling Station. Because of this it is important to
consider where people who are currently using the station come from, and are travelling to, when
looking at whether shifting the station will significantly affect them. This is particularly important for
pedestrians as moving the station away from Melling Bridge may discourage them from walking
further to the station, and so affect the efficacy of the proposed plan
GWRC conducted the most recent survey of the train users in August 2011.35 The “Analysis of the
Rail Survey data” shows that, in the morning peak, 47.1% of respondents travelled to the origin
station by car and 46.6% by walking. Just 5.2% ride on a bus and less than 1% went by bike, train or
taxi (Figure 7). During interpeak, the patterns were notably different. Car use was less prevalent as
the access mode at 31.0%, while walking was by far the dominant mode at 58.6%. Other modes
were marginally more popular than in the morning peak, together accounting for 10.4% (Figure 8).
The method of access to Melling Station is presented in Figure 1. A red circle is added to this figure
to indicate the 500M proximity of the station in its current location. The circle illustrates that the
station is not within walking distance of nearby residential areas, except for Melling; the Northern
parts of this suburb will be partially removed due to the flood protection work while the Southern
parts will benefit from moving the station southward. The long distance to the station is one of the
key reasons many people choose not to use the station. Figure 3 shows that the majority of users
access Melling station by Car (45%) or a longer walk (33%). Bus (11%), short walk (8%) and bike (2%)
are the other access modes.36 The survey also found that hills affect the mode choice, with those in
hilly areas having higher car and bus use and lower walking and cycling use.

Figure 1 Melling station access mode
35

Note that the number of people surveyed about Melling Station is limited, probably due to limited use of the station.
4,000 people attended the survey for other stations.
36
The short and longer walks represent less than five minutes (350 M) vs five minutes or more walks (350M or more).
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Figure 2 Trip purpose by line, morning peak

Figure 3 Access by mode, Melling Line

Figure 4 Access mode to station, interpeak

Figure 5 Trip purpose by line, interpeak

Figure 6 Personal trips by type and by line, interpeak

Figure 7 Access mode to station, morning peak
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Figures 2, 5 and 6 show that the vast majority (over 85%) of commuters from Melling station in the
morning were on their way to work and most of the others (over 10%) were going to a place of
education. The interpeak purpose is around 30% going to workplace, personal and home, and the
remaining 8% for education. Almost half of the personal trips are for shopping purposes.
The rail survey findings confirm the perception that the majority of Melling Station users either walk
to the station from Northern CBD area, or drive from Western Hills. Therefore, moving Melling
Station southward is unlikely to have substantial negative impact on current users.

B. Workshops in conjunction with GWRC
Council joined GWRC and NZTA in conducting three community design workshops at Dowse Art
Museum between September and October 2016. Open ended questions were designed to
understand residents’ ideas about the CBD and its revitalisation.

Figure 8 Importance of revitalisation

Figure 9 Importance of connecting to River

Figure 10 Importance of people living in CBD

Figure 11 What do you want to see in CBD?
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C. Promenade and Making Places survey
The development of a riverside promenade is one of the key projects of Making Places, Hutt City
Council’s strategy to rejuvenate and revitalise the CBD. The opportunity to develop a riverside
promenade has arisen as a result of the flood protection upgrade designed by Greater Wellington
Regional Council. A survey was developed to capture feedback about the development.
The survey of all Hutt City Views members was conducted online from the 2nd to 24th of December
2016. A total of 605 responses were received. Out of the total sample, 293 and 312 responses were
received from Randomly Selected Sample and Self Selected Sample, respectively. The survey has
been managed by PublicVoice Ltd.
Results are cross-tabulated by whether or not the respondent is part of the randomly recruited
sample or the self-selected sample. The purpose of this is to identify any discrepancies between the
two sample groups. ‘All Respondents’ is the sum of all survey responses.
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