Expansion of lifestyle blocks and urban areas onto high-class land

ABSTRACT
There are 175,000 lifestyle blocks in New Zealand covering 873 000 ha, and these, along with

urbanisation, potentially constrain future land productivity. Lifestyle blocks occupy 10% of
New Zealand’s high-class land, while urbanisation since 1990 occupies 0.5%. We explore the
arguments for protecting high-class land and discuss lifestyle blocks in this context. The issues
are complex, and the data available from existing databases are insufficient to determine the

extent of loss of productive potential.
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INTRODUCTION

[The area] is so close to Wellington that it is gradually being cut up for residential
sections. Gardeners have already been driven out of this portion, so the city must look

elsewhere for its market supplies.

This comment on urbanisation from a newspaper article reflects currentconcern over the loss of
valuable productive land(e.g., Horticulture NZ 2009; Rutledge et al. 2010; Mackay et al. 2011).
However, while the area referred to in the quote above could easily be the Kapiti Coast District
today, in fact the extract is from a Wellington newspaper almost 100 years ago and refers to
urbanisation of the Hutt Valley (Evening Post 1916, p. 11).With the help of the government of
the day,some market gardeners in the Hutt Valley relocated to Otaki, itself an area now seeing

increased rural subdivision.

The loss of productive land has been a political football in New Zealand for a long time, and
shows no signs of being resolved. What has changed since 1916?Certainly the population is
now much more urban: in 1916 the urban and rural populations were approximately equal,
whereas the urban population is now over 85% (Pool 2011).Agricultural goods made up over
75% of New Zealand’s merchandise exports in 1916(Ballingall & Lattimore 2004), and while
this has dropped significantly since then, it is still high at over 57% in 2011 (MAF 2011).

The Town and Country Planning Act 1953 introduced compulsory planning and restrictions on
land use in rural zones. In 1973 the Act was amended to include, among other things, ‘the
avoidance of encroachment of urban development on, and the protection of, land having a high
actual or potential value for the production of food’, and this was carried over into the new
Town and Country Planning Act 1977(Baumgart & Howitt 1979). In 1991, the Resource
Management Act changed the focus of planning to independent impacts on the environment,

removing the explicit concern for preserving food production potential (Palmer 2008).



While urbanisation has long been a cause of concern for the loss of high-quality food-
production land, lifestyle blocks have more recently received attention as potentially locking
productive land out of future production. In this paper, we investigate how much of New
Zealand’s high-class land is occupied by lifestyle blocks, and compare this to the rate of new
occupation due to urbanisation between 1990 and 2008. We then explore the arguments for and
against the protection of high-class land and discuss whether lifestyle blocks constitute loss of

productive land. We conclude with recommendations for planning and for future research.

LIFESTYLE BLOCKS

In the early 20" century, rural properties in New Zealand were small as land owners sought to
feed themselves and make an income by selling surpluses. As specialisation increased, rural
properties were consolidated into larger holdings and the number of smallholdings fell. This
trend reversed in the late 1960s and early 1970s, with the harder times faced by farmers forcing

them to diversify and sell parts of their land (McAloon 2009).

The number of small rural properties has grown substantially in recent decades. According to
McAloon(2009), the number of holdings below 40 hectares was 15,302 in 1972, and this grew
to 35,701 by 1992.Gouin(2006) suggested this increase was largely because of new lifestyle
blocks.The number of lifestyle blocks recorded in the national property valuation database has
increased markedly since the late 1990s, from just over 100,000 in 1998 to the present figure of
about 175,000 (Fig.1).

Surveys of owners of small rural properties have repeatedly shown a very wide range of
characteristics, such that it is difficult to generalise about such properties. Land productivity,
length of tenancy, motivations for ownership, off-farm income, and rural experience are all
highly variable(Fairweather 1996; Fairweather & Robertson 2000; Sanson et al. 2004; Isnard
2009; Property Economics 2009). Generally, though, studies show there are often significant
benefits to rural residential subdivision, such as reinvigoration of rural communities, swelling of
rural school rolls, building of resilience through diversifying production methods, and the

improved quality of life of those with lifestyle blocks.

HIGH-CLASS LAND

High-class land is versatile and enables efficient production of (particularly) food. It has been
rightly argued that high quality soils are not the only requirement for efficient food production,
with other factors such as climate, topography, infrastructure, labour supply, technology, and
the regulatory environment all being necessary for efficient food production (Treadwell 1996;

Horticulture NZ 2009; Bloomer 2011). However, to equate these various factors would be



invalid. There are several important attributes that differ among items in the list presented
initially by Treadwell (1996) and referred to in subsequent Environment Court cases. In the
context of this article, chief among these attributes is the timescale and ease of their

renewability.

Many of the geophysical attributes of high-class land are renewable only over a relatively long
timescale and generally require non-engineering methods, e.g., restoration of soil structure by
sowing grass and resting for up to 5 years, while improvement of a poor soil can take decades or
longer, making soil recovery and creation an expensive exercise.’ Some attributes, such as
climatic factors, are not under our direct influence. A site’s slope and aspect can only be
modified by use of engineering methods that tend to worsen other factors, particularly soil
characteristics. In contrast, economic factors like supply of labour and its quality are partly
under the influence of the regulatory environment, but are also subject to economic cycles. The
effects of interactions with neighbouring landowners can be influenced in a number of ways,
including mediation, communication, and modified farming methods. The cost and time
associated with renewing the geophysical attributes of land are therefore higher than those

required for other attributes to change.

DATA AND METHODOLOGY

Urban area data

Urban areas are readily observable from remotely sensed imagery, primarily based on building
density. LUCAS uses satellite imagery to help track land-use change for New Zealand’s
reporting under the Kyoto Protocol. Maps for 1990 and 2008 have been created and a further
map is planned for 2012. However, the urban areas (‘Settlements’) — which are not important
for the carbon accounting goal of LUCAS —are taken directly from maps of land cover in
1995/96 and 2002/03 (LCDBI1 and LCDB2 maps), and are therefore poor representations of
urban areas in 1990 and 2008 (Shepherd & Newsome 2009).We have used the source LUCAS
imagery (Landsat TM for 1990 and SPOTS5 for 2008) and manually digitised urban areas for

1990 and 2008, giving aconsistent pair of maps suitable for identifying areas of change.

Lifestyle block data

Property valuations are the main determinant of local government rates in New Zealand, and

Land Information NZ (LINZ) provides Rating Valuations Rules under the Ratings Valuations

! Bloomer (2011, p. 6) gives a recent, concise summary of the reasons why soils are less renewable than

often thought.



Act 1998 ‘in the interests of ensuring a nationally consistent, impartial, independent, and
equitable rating valuation system that can be monitored and audited’(LINZ 2010, p. 1). As part
of these rules, the territorial authority must assess the land use for each rating unit, including

whether it is a lifestyle block defined asbeing(LINZ 2010, p. 60)

generally in a rural area, where the predominant use is for a residence and, if vacant,
there is a right to build a dwelling. The land can be of variable size but must be larger
than an ordinary residential allotment.The principal use of the land is non-economic in

the traditional farming sense, and the value exceeds the value of comparable farmland.

Key here is that the land is determined to be used in a ‘non-economic’ way, implying that
revenues from production from the land are likely to be insufficient to cover the costs of the
property. This judgment is made by the territorial authorities’ valuation contractors without
access to the landowners’ accounts and the definition is therefore clearly open to inconsistent
interpretation. It seems likely that, after use for a residence, the judgement of whether the farm
is ‘traditional’ or not is the determining criterion in the categorical assessment.A highly
productive, mixed-output smallholding could easily be classified as ‘non-traditional’. Despite
these concerns, we believe this is the most robust dataset available for identifying lifestyle

blocks in New Zealand.

Data collected under the Rating Valuations Rules are collated by Quotable Value and matched
to cadastral data by Terralink to create a coherent spatial database of property valuations.We
have used a subset spatial dataset that flags individual properties as either lifestyle or not, and
these data were extracted from Terralink’s database in May 2011. Terralink’s database indicates
approximately 175,000 lifestyle blocks, comprising 198,000 land parcels, of which 135,000
parcels are in the North Island and 63,000 in the South Island. Lifestyle blocks occupy
546,000 ha in the North Island and 328,000 ha in the South Island, giving a national total of
873,000 ha, or about 5% of New Zealand’s non-reserved land.By way of comparison, urban

areas cover approximately 221,000 ha.

High-class land

While recognising that other factors are required for productivity of high-class land, in this
article we limit our analysis to land’s physical qualities: soil, climate, topography — qualities
that are not readily modifiable. The Land Use Capability (LUC) classification is derived from
assessment from all three of these qualities(Lynn et al. 2009). At its highest level, the LUC
classification represents the versatility of an area of land, and classes 1 and 2 are generally

considered to be versatile, although some practitioners add category 3e. In response to the newly



apparent needs of the Resource Management Act (RMA) 1991, Webb and colleagues developed
a definition of ‘high-class land’ and mapped this class at 1:50,000 scale across New Zealand
(Webb et al. 1995). This new definition classifies high-class land in a similar way to class 1 and
2 land in the LUC classification, but with differences in the thresholds for climate, erosion, and
drainage class, among others. In particular, these new thresholds were chosen to be more

defensible in the context of high-class land.

Analysis
The three spatial datasets were rasterised to a 15-m grid.Using ERDAS Imagine, the urban areas
of 1990 and 2008 were differenced to obtain a national raster map of urbanisation. This raster

map,and that of lifestyle blocks, wasthen overlaid on the raster map of high-class land.

RESULTS

Between 1990 and 2008, approximately 25,000 ha of new urban areas were developed, of which
16,000 ha was in the North Island and 9000 ha in the South Island (Error! Reference source
not found.). Of this new urban area, 7000 ha (29%) hasbeen developed onhigh-class land.This
is approximately 0.5% of New Zealand’s total area of high-class land (i.e., 7000 ha of
1,465,000 ha).

In Hawke’s Bay and Marlborough a high proportion of urbanisation has occurred on high-class
land(49% and 59%, respectively), but this still amounts to relatively small proportions of the
available high-class land in each region. At 11%, Nelson’s urbanisation has occupied high-class

land at the fastest rate of any region, with Auckland’s rate next at 4%.
[Table 1 about here]

In early 2011, the valuation database indicated175,000 lifestyle blocks in New Zealand covering
an area of 873,000 ha. Our analysis shows 148,000 ha (17%) of lifestyle blocks are located on
high-class land(Error! Reference source not found.). The proportion is slightly higher in the
South Island (18%) than the North Island (16%). The 148,000 ha of lifestyle blocks on high-
class land is approximately 10% of New Zealand’s total area of high-class land, with a slightly
higher proportion in the North Island (11%) than in the South Island (9%).

There are some regional differences. For example, in Auckland 21% of lifestyle blocks are on
high-class land, but this amounts to 35% of all high-class land in the region, while in Northland
only 7% of lifestyle blocks are on high-class land, but this amounts to 28% of all such land in
the region. In Southland, 39% of lifestyle blocks occupy high-class land, but this represents only
4% of high-class land in the region.



[Table 2 about here]

DISCUSSION

The results of our analysis show 10% of high-class land is presently occupied by lifestyle
blocks, and the area of lifestyle blocks has been increasing rapidly in recent years. This
significant proportion raises the question of whether high-class land should be protected and
whether occupation by lifestyle blocks is equivalent to loss of productive land.The RMA
establishes the promotion of sustainable management of resources as its overarching goal,
where sustainability recognises potential impact on the ability of future generations to meet their
needs. Given that we do not know the needs of future generations, it can be argued that we
should leave options open to them, and the protection of non-renewable resources is certainly

part of this duty.

Importing food

The pricing of food is complex. However, ceteris paribus, when existing productive, high-class
land is taken out of commercial production, food prices are likely to rise as supply reduces or
supply is maintained by producing on land of lower quality. As prices rise, previously expensive
imports become competitive. With globalisation, it could be argued that we must protect non-
renewable resources at a global level, but not necessarily at a local level. We could import more

food in future if we lose the capacity to produce it ourselves.

New Zealand is a net exporter of food: in 2009 it exported almost four times as much food by
weight as it imported and almost seven times by value (Statistics NZ 2010). Furthermore, New
Zealand has the highest value of food exports as a proportion of GDP of the 80 largest
economies in the world (National Bank 2011). However, New Zealand depends significantly on
imports for many foods considered staples, including wheat, sugar, vegetable oils, bananas, and
rice. About 30% by weight of New Zealanders’ food is imported, and about 50% by calories
(FAO 2010). Much of the food that is imported does not grow well in New Zealand and/or is
much more efficiently, and cheaply, produced in other countries, with negligible deleterious

effect on quality from international transportation.

The importation of food confers a number of benefits, including making available a wider
variety of foods, extending supply seasons, supplementing local production, reducing costs,
smoothing out local supply disruptions (e.g., those caused by bad weather), and potentially
providing important revenue for developing countries.Disadvantages of importing food include
loss of control over methods of production (labour conditions, environmental regulation, animal

ethics, use of agrichemicals, energy use, land clearance, food quality, and genetic modification),



exposure to fluctuations in international prices,? biosecurity risks, environmental effects of

international transportation,®and effects on the balance of payments.

Some foods require very short transportation times to retain freshness and quality. For example,
the quality of leafy greens (e.g., lettuce, spinach) is strongly dependent on the time since
harvest. A high proportion of the leafy greens supplied to Auckland are produced in Waikato, a
short distance away. Importation is not considered to be a viable alternative for highly

perishable foods.

Even if New Zealand did not import food, food prices would still be exposed to the fluctuations
of international markets by two mechanisms: (i) New Zealand’s domestic food production is
highly dependent on imported fertilisers, oil, machinery, and other goods, and price fluctuations
in these commodities flow through to food prices, and (ii) for any foods that New Zealand
exports more than it consumes domestically (e.g., dairy, meat) the domestic price is likely to be
strongly influenced by the price achieved on the export market. Nevertheless, an increase in

food imports increases exposure to international market fluctuations.

Producing on lower class land

One potential consequence of the loss of high-class land is an increase in production from lower
class land, although this can also result from the expansion of production (e.g., dairy
expansion). Lower class land by definition is less efficient for food production, where efficiency
measures production and/or revenue compared to inputs and detrimental environmental
consequences (and negative externalities in general). Lower class land may have either
excessively rapid or very poor drainage. Rapid draining soils require higher rates of irrigation,
increased fertiliser demand, or lower expectations of yield. Where land has very poor drainage,
soil may sit waterlogged for several days, resulting in reduced yields. Occasionally poor

drainage can be remedied, but this is not guaranteed.

When the slope of land is higher than about 12°, surface runoff can lead not only to wasted
irrigation water, but also to significant soil erosion, and lost soil is lost productivity. While

surface runoff and consequent erosion on gently sloping land can be reduced using appropriate

% These can be extreme: during the world food crisis of 2008, with food prices surging to record highs
(FAO 2011), a number of major developing economies placed restrictions on exports of food
commodities (Jones & Kwiecinski 2010)

3 Although for New Zealand these are only significant for air-freighted goods. The carbon emissions
associated with the international transportation of New Zealand’s imported food are equivalent to only

about 0.4% of the average New Zealander’s carbon footprint (Andrew et al. 2011).



management techniques (Johnstone et al. 2011), land with slopes over about 12° is substantially
more difficult to manage. As well as runoff and erosion, land with higher slopes become more
difficult for the operation of machinery such as tractors, harvesters, topdressers, etc. (Webb &

Wilson 1995).

Subdivision and loss of high-class land

As noted by Maassen(2009), the act of subdivision of land does not affect the soil’s productive
capacity. However, it would be facile to disconnect the legal division of property parcels from
the usual consequences of subdivision, namely the construction of roads and buildings. In
addition to the physical removal, covering up, mixing, erosion, and compaction of soils
resulting from construction,® productive potential can be effectively lost when the new

landowner does not intend to rely on production from the land as the main source of income.

Clearly economies of scale are an important factor of whether land can be efficiently
productive, and the more of a property that is built over the less likely it is that production can
be efficient. Urban properties are at one end of this continuum, and therefore often have poor
food production efficiencies.® Lifestyle blocks are further along the continuum and it is not a
simple matter whether they areefficient or not. Two important issues are relevant: the concept of

effective irreversibility, and the evidence for productivity of lifestyle blocks.

Effective irreversibility

Subdivision of land is legally reversible: smaller parcels of land can be re-aggregated into larger
parcels. However, once a subdivided, small parcel of land is valued by the market as a lifestyle
block and a residence is constructed on it, it is unlikely to revert to ‘normal’ rural land use. The
key reason for this is the increased value of the property per hectare. When a large house is
present, this sunk cost is included in the market value but may not be of value to a commercial

producer.

Land is valued in the market based partly on the benefits it provides the owners, comprising
productive value, residential value, and speculative value (Property Economics 2009).
Productive farm land is primarily valued based on the profit the market believes can be

extracted from production on that land. In urban areas, residential land is valued based on the

* Where buildings and roads are located, but also in places where heavy machinery have been.
® While the average urban property has low efficiency this does not mean that higher efficiencies are not
possible, but it reflects choices and conditions of householders that are unlikely to change significantly in

the near term.



range of benefits that homeowners expect to derive, including but not limited to security,

happiness, status, and potential rental income.

The value of lifestyle blocks mixes these two sources of benefits: that of the homeowner and of
the productive farmer. According to the definition of lifestyle properties used in property
valuations, they have land value higher than similar farm land (LINZ 2010). In general, owners
of lifestyle blocks place this higher value on the land because they are there for more than
purely economic reasons, so the land value in many cases is based on more than the productive
potential of the land. Further value is added to the property through infrastructure such as septic
tanks, electricity connections, and water supplies. In addition, the value of the house constructed

on a lifestyle block is often substantial.

In Rodney District in 2008, average lifestyle blocks were selling for $100,000/ha, compared
with ‘land intensive’ farms selling for $10,000-$30,000/ha. However, there is also evidence of
some ‘highly productive agricultural uses’ achieving prices similar to lifestyle blocks (Property
Economics 2009). According to Stillman(2005), between 1990 and 2002 lifestyle blocks in the
national valuation database had average values slightly lower than horticulture, piggeries and

chicken farms, the most intensive rural productive operations.

The higher market value of lifestyle blocks and the non-productive components of this value
(e.g., the residence) effectively take it out of the financial reach of those valuing only financial
return because the cost of the property cannot be recouped through production. As a
consequence, land, once subdivided, is generally highly unlikely to return to economic food
production. Exceptions to this rule of thumb include where the profitability of food production
increases significantly (e.g., through technology development or food markets driving prices),
where economic conditions force lifestyle block owners to return to urban areas (with
consequent drop in market value of lifestyle blocks), and through government intervention in

the market, as happened in the 1940s and 1950s (McAloon 2009).

An additional mechanism by which rural subdivision is effectively irreversible is what might be
called the peri-urban slippery slope of subdivision. In peri-urban areas, the subdivision of rural
land into rural-residential properties often leads to and facilitates further subdivision into
smaller, urban properties. Decisions to allow rural subdivision should therefore consider the

increased likelihood of urban sprawl that may result in future.

Productivity of Lifestyle Blocks

An early national survey published in the 1970s found just under half the smallholdings
obtained income from their property (Jowett 1976, cited by Fairweather 1996). Several later



surveys have shown that few of the owners of lifestyle blocks obtain the majority of their
income from their property (Fairweather & Robertson 2000; Isnard 2009). Fairweather and
Robertson (2000, p. 42) conclude with the ‘general observation that smallholders overall do not

engage in high levels of production’.

According to De Luca (2009), three surveys conducted in Western Bay of Plenty between 1996
and 2005 showed a consistent relationship between new lot sizes and primary production loss:
up to 66% of properties less than 4 ha and up to 82% of those less than 1.5 ha were not being
used for any productive purpose at all. On the other hand, on 29% of lots there was an increase
in production following subdivision, generally because of a change from pastoral use to more

intensive land uses. These more productive lots tended to be between 3 and 8 ha in size.

The results from the Western Bay of Plenty surveys, and evidence from other surveys, indicate
an important distinction between two groups — smallholders and lifestylers. A clear delineation
between these two groups would be impossible, because the attributes that distinguish them
each exist on a continuum. Conceptually we can consider a subset of more productive
landowners and another of less productive landowners. It is unfortunate that no national dataset

exists that would permit a richer spatial analysis of these two groups.

Fairweather and Robertson (2000) reported that 46% of respondents in peri-urban Christchurch
identified themselves as ‘lifestylers’. Isnard(2009) obtained a similar figure from asurvey in
Kapiti Coast District, with 45% of respondents identifying themselves as ‘lifestyler’. Other
common terms used include ‘smallholder’, ‘hobbyfarmer’, ‘rural resident’, ‘small farmer’,
‘farmer’, and ‘horticulturalist’. While these terms could identify motivations of landowners,
they donot necessarily indicate productivity: some ‘lifestylers’ might have very high food

production from their properties, while some ‘farmers’ might have none.

A further factor that affects rural productivity is ‘reverse sensitivity’, whereby the sensitivities
of new rural residents can impinge on the production activities of neighbouring properties.
These include sensitivities to the use of sprayed chemicals and odours from farming operations.
This can affect productivity of agricultural and horticultural operations, and there have been
cases where permission has been granted for further subdivision as a result of this lost
productivity. That is, a farm’s productivity may decline because of reverse sensitivity,

contributing to a later decision to subdivide that farm, so leading to further subdivision.

CONCLUSIONS

Lifestyle blocks occupy 873,000 ha, or about 5% of New Zealand’s non-reserved land. One-
sixth (17%) of these are located on high-class land, which is approximately 10% of all high-

10



class land (withsimilar proportions in each main island). In comparison, while 29% of new
urban development since 1990 has occurred on high-class land, thisrepresents only 0.5% of all
high-class land. While urbanisation more obviously reduces the potential for production from
the land, and urban areas already occupied a significant proportion of high-class land before
1990, lifestyle block developments also reduce this potential and their area has been growing

rapidly.

High-class land is a valuable, limited, non-renewable resource, and should therefore be
protected for the use of future generations, whose needs are unknown. High-class land and
versatile soil, which is one of its core attributes, are strategic assets which are privately owned
but serve the public good. The purchase of large blocks of land by foreign interests is carefully
controlled through the Overseas Investment Act, but there are no effective, nationally
consistent, preventive measures against the gradual whittling away of the same productive land
by urbanisation and subdivision. With a growing population alongside a burgeoning desire for
space and other benefits of rural living, both urbanisation and rural subdivision urgently demand

sustainable solutions.
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