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Executive Summary

Scope of the Report

This report aims to undertake a stocktake of the Tauranga Catchment Economy ending at the
year 2012, and when possible updating the data to 2016. PartI (Chapters 2 to 5) of this report
provides an overview of the population, labour market, structure of, and performance indicators
of the Tauranga Catchment Economy as well as the broader Bay of Plenty region. Part II
(Chapters 6 to 54) provides a detailed description and analysis of 49 sectors that make up the
Tauranga Catchment Economy. The Tauranga Catchment Economy (which approximately
covers the area of Tauranga City and most of the Western Bay of Plenty District) is used as the
primary spatial unit in this report, as this study is part of a broader analysis and modelling
project of the economy’s impact on the catchment’s and the harbour’s ecological systems.

Demographic Trends (Chapter 2)
Population increase has arguably been the most significant driver of economic growth in the
Tauranga Catchment Economy over the last decade. As at June 2016, the combined population
of Tauranga City and the Western Bay of Plenty District was 178,016 people. Over the period
2012 to 2016, this is an increase of 7.36%, which is above the national population growth rate
of 6.46%. Inward migration is a significant factor in this above-average population growth.
Future population growth is projected to be concentrated in Tauranga City, with an estimated
population of 154,800 in 2031 and 284,000 in 2051, from a baseline of 128,200 in 2016.
Specifically, the population of over 64 year olds is projected to increase significantly, and the
population of people in Tauranga City over 80 is projected to increase from 2,616 in 2006 to
35,000 in 2051.

Labour Market Trends (Chapter 3)
In spite of the rural character of the Tauranga catchment area, most (80.9% in 2016) of the
employment in the Tauranga Catchment Economy is in the service sectors. Specifically, as of
June 2016, the highest employment in full-time equivalent employees are in the following
sectors: Healthcare and Social Assistance (9,064); Professional, Scientific, Technical,
Administrative and Support Services (9,543); Retail Trade (7,551); Construction (7,381);
Education and Training (4,565); Accommodation and Food Services (4,081); Wholesale Trade
(2,950); and Agriculture, Forestry and Fishing Support Services (2,697). The Tauranga
Catchment Economy labour market is characterised by relatively low market participation rates
(in part due to higher numbers of residents being retirees), as well as average employee income
being below the national average. At the time of the 2013 Census, the Tauranga City
unemployment rate was 7.6% and the Western Bay of Plenty District unemployment rate was
7.3%, compared with the New Zealand unemployment rate of 7.1%.

Structure of the Tauranga Economy (Chapter 4)
A network diagram of the Tauranga economy (largest 26 sectors, 66 largest inter-sector flows
goods and services) was constructed to provide a visual picture of how the Tauranga Catchment
Economy operates in terms of the flows of goods and services between sectors. ‘Clusters’ of
interdependent sectors become evident when examining this network diagram. For example,
there is a strong cluster in the ‘construction’ and ‘real estate’ sectors, which drives much of the
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growth in the Tauranga economy through backward linkages that are evident in the diagram
and, to a lesser extent, forward linkages. Another strong ‘cluster’ of related sectors focuses on
healthcare and retirement in Tauranga, which is also a very strong driver in the Tauranga
economy, perhaps more than it is often given credit for. Further examination of this network
diagram (and the underpinning input-output matrix) shows exactly how backward and forward
linkages play an important role in the Tauranga Catchment Economy, and it also identifies other
‘clusters’ of inter-dependent sectors that are important.

GDP Contribution of Sectors in the Tauranga Economy (Chapter 5)
Gross Domestic Product (GDP) is the total monetary value of the goods and services produced in
the economy over a yearly period. Although this measurement is usually applied to national
economies, it can be applied to sub-national/regional economies. In this study, the GDP of 49
sectors in the Tauranga Catchment Economy were measured using the Australian New Zealand
Standard Industrial Classification 2006 - the data for March 2016 appears on the figure (Figure
ES1), on the next page. The top 10 sectors in terms of their contribution to the GDP of the
Tauranga Catchment Economy, measured nominal terms, are:

1. Professional, Scientific, Technical and Administrative ($743 million)
Healthcare And Social Assistance ($547 million)
Rental, Hiring And Real Estate Services ($501 million)
Construction ($499 million)
Retail Trade ($432 million)
Wholesale Trade ($268 million)
Other Transport, Postal, Courier ... ($261 million)
Finance ($182 million)
Education And Training ($165 million)

10 Central Government ($160 million)
[t is important to note:

1. The activity of the Port of Tauranga is part of the sector, “Other Transport, Postal
Courier...”. Based on data taken from their 2016 Annual Report, the Port of Tauranga
directly contributed $159 million to the Tauranga Catchment Economy. Therefore, if
the Port of Tauranga was considered to be a sector in its own right, then it would be
ranked 10% in terms of its contribution to the GDP of the Tauranga Catchment
Economy;

2. Tourism, unfortunately, is often not considered to be a ‘standard’ sector and often
therefore falls outside the scope of some official data. However, in the study, it was
possible to robustly estimate the GDP contribution of the Tourism Sector to the
Tauranga Catchment Economy to be $321 million.

© 0N U W

Performance of Sectors in the Tauranga Economy (Chapter 5)
The rest of Chapter 5 compared the performance of the 49 sectors in the Tauranga economy,
over the period of 2011 to 2016, using key indicators that are available for all sectors in the
Tauranga economy.
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Figure ES1: Contribution to GDP of Sectors in the Tauranga Catchment Economy,

Year Ending March 2016
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Recent GDP Growth The Tauranga economy rebounded strongly after the 2007-2008 global
financial crisis (as did the New Zealand economy as a whole). From 2011 to 2016, the Tauranga
Catchment Economy grew by 16.55% in terms of real GDP, compared with growth of 14.24% in
the New Zealand economy. The sectors in the Tauranga economy that had the highest real GDP
growth were:

Construction sector ($2016 144 million)

Professional, Scientific, Technical and Administrative ($2016 126 million)
Real Estate, Rental and Hiring ($2016 113 million)

Retail Trade $62 million increase ($2016 105 million

Healthcare and Social Assistance ($2016 94 million )

Horticultural and Fruit Growing ($2016 81 million)

Tourism ($2016 76 million)

Wholesale Trade ($2016 67 million)

Finance ($2016 56 million)

10. Central Government ($2016 49 million)

O 0N W

The vast majority (34 out of 49) of sectors in the Tauranga economy recorded positive GDP
growth during this period. Some sectors (6) recorded zero GDP growth. Even for those sectors
(8) that recorded negative growth in their contribution to GDP, the numbers are so small that
they could be considered to be mainly within the error bounds of the estimation technique used.

120

It is important to recognise that much
s A (53%) of the GDP growth in Tauranga
from 2011 to 2016 can be attributed
o // ——Real GDP Taurang solely to population increase. When GDP
/ Catchment per capita is calculated, then the GDP
s | ~##=Real GDP New Zealand growth does not look as dramatic (refer to
Real GOP per capit the chart to the left). From 2011 to 2015,
Tauranga Catchment the Tauranga Catchment Economy's GDP
1 ""?:;'af]z”e”ap‘“ New grew by 16.55%, growing at an average
compounded rate of 3.11% per year,
» whilst the population in the Tauranga
Catchment increased by an average
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This trend was reversed for the Year Ending March 2016 (as can be seen in the chart above),
when there was negative growth in real GDP per capita with the 1.79% GDP growth rate not
enough to make up for the 2.86% increase in population in the Tauranga Catchment.

Specialisation and Competitive Advantage It is important to measure the performance of
sectors in the Tauranga Catchment Economy, in terms of their relative specialisation, as this
often indicates where sectors of the economy may have a long-term ‘competitive advantage’. In
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the study, we measured the specialisation by using location quotients (LQ)!. On this basis, the
five most specialised sectors in the Tauranga Catchment Economy are2:

1. Services to Agriculture, Hunting and Trapping (LQ=2.72), which is mainly due to
agricultural services businesses being located in the Tauranga Catchment Economy
serving the wider Bay of Plenty region.

2. Petroleum and Industrial Chemical Manufacturing (LQ=2.66), which is mainly due to the
activities of Balance Agri-Nutrients in manufacturing fertilisers.

3. Water and Rail Transport (LQ=2.07), which is mainly due to the activities of the Port of
Tauranga, which is arguably New Zealand’s largest port.

4. Horticultural and Fruit Growing (LQ=1.82). The Tauranga climate and physical landscape
provide very good conditions for growing kiwifruit, mandarins, oranges, avocado and a
variety of other commercial horticultural crops.

5. Electricity Generation and Supply. (LQ=1.80). This is almost entirely the activity of
Trustpower, which has its Head Office located in Tauranga. Trustpower is New Zealand’s
fourth largest retailer of electricity and the fifth largest generator of electricity.

It is interesting to note that, although Tauranga has measurable specialisation above the
national average in these 5 sectors listed above, none of these specialist sectors are in the ‘top 5’
in terms of their GDP contribution to the Tauranga economy - the best being the ‘Electricity
Generation and Supply’ sector, which is ranked 9t in terms of GDP. Furthermore, all of these
‘specialist’ or ‘niche’ sectors (except ‘Horticultural and Fruit Growing’, which recorded high
growth) only grew at a moderate to slow rate from 2011-2016, in terms of real GDP. So, it can
therefore be concluded that these high levels of ‘specialisation’ have not, in general terms,
guaranteed a high level of performance in terms of GDP size or GDP growth rates.

What Sectors in the Tauranga Economy are Performing the Best? The overall performance
of sectors in the Tauranga Catchment Economy was evaluated using a number of quantitative
indicators, as well as being informed by the data and information collected in the individual
chapters on each sector (Part II, Chapters 6 to 54). One of the difficulties was identifying a suite
of quantitative indicators that is available for all of the sectors. In the end, we selected 3 key
indicators available for all the ANZSIC sectors that we considered to be the most efficacious and
had the most explanatory power in evaluating the performance of these ANZSIC sectors: (1)
‘Size’ of each of the sectors in the economy in terms of its contribution to GDP; (2) ‘Growth’ of
each of the sectors in the Tauranga economy, in terms of (real) GDP growth from 2011 to 2016;
and (3) ‘Specialisation’ of each sector in the Tauranga economy using location quotients.

The most informative way to summarise the comparative performance of the sectors was to
undertake a simple plot: ‘Size’ (measured in terms of GDP contribution in 2016) versus ‘Growth’

1 Location Quotients greater than 1 means the sector is more specialised in the Tauranga Catchment
Economy compared with the New Zealand economy. Location Quotients less than 1, means the sector is
less specialised in Tauranga Catchment Economy compared with the New Zealand economy.

2 These are Location Quotients for the Year 2010. We report Location Quotients for 2010 because they
identify important sectors for Tauranga (e.g., Water and Rail Transport), that are not revealed by 2016
data that uses a different classification system. In this regard, it should be noted, for those sectors that are
comparable between 2010 and 2016, the Location Quotients are of very similar magnitude and have not
changed much.
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(measured in terms of the % increase real GDP from 2011 2016)3. This ‘Size-Growth’ plot (which
is presented on the next page, Figure ES2) generates four quadrants which are depicted on

(I) ‘Horses’ (Large GDP, Fast Growth). These sectors, by definition, are larger than the average
in terms of GDP and over the last five years have grown faster than the average. These 9 sectors
alone generate most (63%) of the GDP in the Tauranga Catchment Economy as well as indirectly
creating demand for other sector’s products in Tauranga. Sectors in this ‘high performing’
quadrant, in order of decreasing GDP contribution are: Professional, Scientific, Technical,
Administrative and Support Services; Healthcare and Social Assistance; Real Estate Services;
Construction; Retail Trade; Tourism; Wholesale Trade; Central Government; and Finance and
Horticulture.

(II) ‘Elephants’ (Large GDP, Slow or No Growth). Although having larger than average GDP, even
the largest of the sectors in this quadrant, ‘Other Transport, Postal, Courier, Transport Support
and Warehousing Services’ ($220 million), which notably includes the activities of the Port of
Tauranga, only ranks 7t overall in terms of GDP. Collectively in 2016, sectors in quadrant II
(Elephants) made up 18% of the GDP in the Tauranga Catchment Economy, which makes them
somewhat dwarfed by the 63% of GDP produced in the Tauranga Catchment Economy by the
Quadrant I (Horses) sectors. Given this considerable already existing gap between these
Quadrant II sectors (Elephants) and the 6 largest Quadrant I sectors (Horses), combined with
slow growth rate of these quadrant II sectors (Elephants), there is little prospect in the
foreseeable future of this gap in GDPs between the two quadrants being reduced.

(III) ‘Snails’ (Small GDP, Slow or No Growth). These Quadrant III sectors are not performing as
well as other sectors in the Tauranga Catchment Economy. These small GDP and low/negative
growth sectors collectively make up 10% of the Tauranga economy. Most sectors in this
quadrant are growing, however it is comparatively slow growth - these sectors include
Information Media and Telecommunications; Wood Product Manufacturing; Arts and
Recreation Services; Chemical, Polymer and Rubber Product Manufacturing; and Local
Government Administration. Of more concern are those sectors that have recorded negative
annual growth rates over the period 2011 to 2016, including: Non-Metallic Mineral Product
Manufacturing (-1.7%); Forestry and Logging (-1.9%); and other Food Manufacturing (-2.7%).

(IV) ‘Cheetahs’ (Small GDP, Fast Growth). These sectors in the Tauranga Catchment Economy,
although small and collectively only representing 9% of the Tauranga Catchment Economy’s
GDP, are by definition growing faster than average and some of them much faster than average;
therefore, they represent significant prospects for accelerated growth in the Tauranga economy.
Most notably, these fast growth rates are recorded in Dairy Cattle Farming (9.6%); Auxiliary
Finance and Insurance Services (8.9%); Transport Equipment Manufacturing (7.6%); Water,
Sewerage, Drainage and Waste Services (6.9%); Machinery and Equipment Manufacturing
(5.8%); Fabricated Metal Product Manufacturing (5.0%); and Agriculture, Forestry and Fishing
Support Services (4.8%).

3 Itis important to note that some of the sectors in Quadrant IV record misleadingly high annual GDP
growth rates - this is because they have relatively small ‘base year’ GDP, which can produce high
percentage changes with only a very small shift in the absolute amount of GDP. Therefore, these sectors
have been excluded from the commentary.

Oranga Taiao Oranga Tangata X




Figure ES2: Performance of Sectors in the TCE: ‘Size’in 2016 (GDP) versus ‘Growth’ (% GDP Change 2011 to 2016)



Detailed Sector-by-Sector Analysis (Chapters 6-54)
The bulk of this publication provides an ‘inventory’ or ‘stocktake’ of each of the 48 ANZSIC
sectors, as well as the Tourism sector, which together make up the Tauranga Catchment
Economy. One chapter covers each sector. For each ANZSIC sector, the following information is
systematically collated and interpreted:

1. List of ANZSIC 96 economic activities covered by each sector;

2. List of main commodities produced by each sector;

3. Economic overview of the sector’s structure, drivers, markets and spatial distribution
from the viewpoint of 2013;

4. Sector trends from the year 2000 to 2012;

5. Future trends in each sector from the viewpoint of 2013; and

6. 2016 update of the ‘key economic indicators’.

A significant amount of the information in these chapters (Part II) is qualitative and
interpretative in nature and as such complements and informs the quantitative analysis
undertaken in Part I of the report. Part Il also collates a range of quantitative information and
indicators, much of which are sector specific and therefore could not be used in comparative
evaluation across all of the sectors in Part I (Chapters 2 to 5). There were delays in writing Part
Il for the most part due to the unavailability of Census data when the 2011 Census was
postponed after the Canterbury earthquakes. Part II (Chapters 6 to 54), although quite lengthy,
it is likely that this section may not cover all issues or every business in each sector; or it may
include interpretive or factual shortcomings. In this regard, we encourage readers and
stakeholders to provide us with any updated information or data to make further editions of
this publication more complete and accurate.

Concluding Remarks

The purpose of this report was not to identify ‘strategies’ for the growth and development of the
Tauranga economy, or to ‘pick winners’, which is often the propensity in regional economic
reports. Nor is the purpose of this report to provide a theoretical interpretation of the Tauranga
economy in terms of geopolitical theory, economic theory, regional science theory or some
other theoretical construct. The purpose of this report is essentially to provide a better and
more detailed understanding of the Tauranga economy, as a backdrop for the development of
the Integrated Spatial Planning Tool (ISPT)*as a way of more realistically understanding the
spatial planning options for the future of Tauranga Harbour and the economy of its catchments.
We also hope this report will be useful to individuals, companies, agencies, iwi/hapi and others
who have an interest in the Tauranga economy and its future.

4 Developing this ‘Integrated Spatial Planning Tool’ is part of a $5 million, four-year (2015-2019) research
programme being funded by the Ministry of Business Innovation and Employment - Oranga Taiao
Oranga Tangata. This research programme aims to produce knowledge and decision support tools to
assist in the co-management of estuaries throughout New Zealand. The Tauranga Harbour and its
catchment are being used as the test-bed for developing such knowledge and decision support tools. The
‘Integrated Spatial Planning Tool’ itself is a spatially explicit computer-based tool that enables the
decision-maker to consider and weigh up economic, social, environmental and cultural values in deciding
how to best manage an estuary and its catchment (e.g., the Tauranga Harbour and its catchment).
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Preface

This report is a building block of a large research programme that aims to integrate ecological,
economic, cultural and social data on the Tauranga harbour and its catchment, so that more
robust and evidence-based plans can be formulated to better manage the catchment ‘from the
mountains to the seas’ including the Harbour. This ‘research-led’ ‘integrative’ approach to
‘whole-of-catchment’ planning was begun in the government-funded ‘Manaaki Taha Moana’
($6.6 million + GST) research programme from 2009-2015, and is being continued in ‘Oranga
Taiao, Oranga Tangata’ ($4.4 million + GST) from 2015 to the end of 2019.

The focus of this report is on furthering our understanding of the Tauranga Catchment Economy
(TCE) so that we have as much information about it as we do for the ecology of the Harbour and
its catchment. Furthermore, this research will ‘connect-up’ this economic data and information,
with the ecological and cultural data, as well as land use and demographic data. This is because
it is important to know the economic implications of plans and policies that might be put in
place to improve the ecological health of the Harbour. Ultimately, the ‘Oranga Taiao, Oranga
Tangata’ (OTOT) research programme will produce a spatial planning tool (or model) that will
enable us to not only evaluate the inter-connections between the ecological, economic, social
and cultural values, but also to project forward changes (over 10-20 year time periods) in these
values, and spatially pinpoint (on a map) activities that impinge on these values.

The bulk of this economic research was undertaken in 2013 and 2014, using the latest statistical
data available at the time. This work represents a quantitative picture of the Tauranga economy
at a level of detail, and for a number of economic sectors (49), that far surpasses that of previous
studies, which have typically tended to focus on construction required to meet Smart Growth
projections. Although there have been changes in the Tauranga economy since 2014 (e.g., in the
real estate market), we don’t consider these to be significant structural changes and, with a few
rare exceptions, none of the changes that have taken place since then were unexpected.

We aim to update this report by the end of OTOT, so that we have a complete, up-to-date picture
of the TCE, at the point in our research when we will be evaluating future growth scenarios for
Tauranga using the ‘Integrated Spatial Planning Tool’ referred to above. We welcome feedback
from readers, and will address any inevitable omissions regarding economic activity in the TCE
by including additional information in future updates of this report.

Care needs to be exhibited whilst reading this report - it explicitly covers economic activity in
the ‘Tauranga Harbour Catchment’, as we are concerned with the impact of economic activity on
the ecology of the Harbour. This Catchment is larger than, and includes almost all of the
Tauranga City Council area, extending to the Kaimai ranges in the westerly direction and as far
as Waihi Beach in a northerly direction. For the sake of comparison, the Tauranga Harbour
Catchment area is 1,299 km? and the Tauranga City Council area that falls within the Catchment
is 135 km?2. To our knowledge, no other economic report has specifically covered the ‘Tauranga
Catchment Economy’, so readers should be cautious in comparing the results of previous
economic reports with this report.

Professor Murray Patterson
Science Leader of Oranga Taiao, Oranga Tangata

Oranga Taiao Oranga Tangata xiii







Table of Contents

0 0 2 o0 0 (70 L

L0 1T 1 7/ xxiiii

B TP § 1 T 11Tt o) ¢
SCOPE Of ThE REPOTL oottt ittt ce st eesse st s et b st s s s bbb s
Parent ReSearch PrOGramIMES ... ssesssssssssssessssesssssssessssssssssssessessssssssesssssssas
Spatial Boundaries Used in the ANALYSIS ... ssssssssssssssssssssssssns

PART I: OVERVIEW OF THE TAURANGA ECONOMY

2.  Population Trends in Tauranga and the Bay of Plenty ...
Trends in Population Change ... seesssesssesssssssssesssssssssssssssssssssssssssssens
5 05310 ) o)
D EIMOGIAPIICS .ueureuseeereieeuseisseesessesssesseessesseessssseessesseessesssessesss s sees s see s e e s bR eEE e bbb b ses e sens et s
LD D =) 416 £ N
UPAALE 10 20T 6. uuiuierirnesssssesss s s s sssssssssessessssssssssssssssssssssssesssssssssss sasssss st s s ssssassssssssnssnsans
3. Labour Market Trends in TAQUIaNGA ....cusmmmmmmsssssssssssssssssssssssssssassssssssssssssssssssns
Work Status and Labour Market PartiCipation ... s
Personal INCOME ... s s s s
Main Employment Sectors in the Tauranga Catchment ECONOMY ......ccoccereenmermeenneseenesseessenneens
UPAALE £0 2016, uuiuierirnessessesssissesssssssesssssssssssssssessss st sssssssssssss sessssssssssssasssss st s s ssss s s ssssssnssnssns
4.  Structure of the Tauranga ECONOMY ........comcimmmmmsmmmsmssssmsssssssssssssssssssssassssssssssssssssssssssasss
Background on Input-OUtPUt ANAIYSIS .uceeereereeereesesseesessessesseessesssssesssssesssessesssessesssss s ssssssans
Network Diagram Interpretation - Most Significant Sectors and FIOWS .......cooneeneenerneenne.
5. Performance of Sectors in the Tauranga ECONOMY ......c.ccvvnimnmsmsnnmsmsmsmsmssssisssssssssssssssssses
Size (GDP Contribution) of 48 Sectors in the Tauranga ECONOMY......ccocueureenmeennesnernsenseensesseenne
Growth and Decline of the 48 Sectors in the Tauranga ECONOMY......coccveererneerneermeesmeeeseesseeens
Specialisation of the 48 Sectors in the Tauranga ECONOMY .......ccouvenrenernnersermeenseeesseesssesseessesnnns
Summary of the Performance of Sectors in the Tauranga Economy .........ccoconenmennenseenreneenn.

PART II: DETAILED SECTOR-BY-SECTOR ANALYSIS

Analytical and INdicators TEMPIALE .......ocrreereereereeeeieee e seess s e esess s sses s sesssessessssssessssanes
6. Horticulture and fruit GrOWINGS ... seseessssseesssssessssssss s s ssss s ssssss st s sas
7.  Livestock and cropping farming ... sssssssessssssesssssssesssessssssssessessssssssssees
£ TN D - 11 or= Uit (=38 221 0L =P
9. OthET fAITNINE oot et ses e ss e e s e ese s s b s RS A s E bbb s e et
10. Agriculture, fishing, hunting and trapping SEIVICES ......creerernreensmsmeesesserseeeseessessssssesssssesssesseens
11, FOrestry and I0ZZING ..o ssesssesssesssesssessssssss s sssesssssssessssssssssssssssssasesssssssess

5 In PART II, each Chapter covers one sector of the economy. The following sub-sections are
covered for each chapter/sector: Description, Economic Overview, Sector Trends, Update to
2016, References

Oranga Taiao Oranga Tangata




T2, FISHINE coeoeieeeee et sess et s as s s RS R R RS R 59
13.  MiNiNg ANd QUATTYINE ..oveureeeeereeeeereesesesssessesssesssesssesssss s s s sss s sessssssesssessssssesssessessssssasssssesssssassssssasesassns 63
14. Oil and gas exploration and eXtraCiON .......eeseeesece e sssrsse s ssssssrssssssessssasess 66
15. Meat and meat product MANUFACEUTING .....cueeereerrermeesseeeseesesessessees s sesssssssessssssssesssesssesssssssssssees 67
16. Dairy product ManUACTUTINE ....ceeeeeeereseessessessssssseessessssessssessessss s sssssssesssessssessssssssssssssssssssssssess 69
17.  Other fo0d MANUFACTUTING ....vuieureerreeeesee e e seessessee e sssssss s b e s s e 71
18. Beverage, malt and tobacco MaNUfACTUTING .....occereeireeeenreennereese et eesesersee e s ens s sneas 75
19. Textile and apparel MANUFACTUTING ..o ees s sessses s sesss e sssssesssssssssees 78
20. Wood product MANUFACTUTING ..oceceeeeeeseesssesssesssesssessseesssesssesssesssesseesssesssessssessssssssssssssessessssssssasssseess 81
21. Paper and paper products MaNUFACLUTING .....cooerereerreereeeneessesneeseeseesses s sessse s sesss s sssssanes 82
22. Printing, publishing and recorded Media ... sessenes 86
23. Petroleum and industrial chemical ManUfaCturing .......ccoeeneemeeseesseeseesees s seesseesseens 89
24. Rubber, plastic and other chemical product manufacturing ........oeeeeneesneeessesneeens 92
25. Non-metallic mineral product ManUfaCtUriNg ......coconermeenenseenneseeseseessessssessessesssssessessesssessssanes 95
26. Basic metal MANUIACTUTING ..o cereieesee e see st ssee s ssse e ess s e e bbb s e 98
27. Structural, sheet and fabricated metal product manufacturing .......c.eoemeneessessneenn: 100
28. Transport equipment MANUFACTUTING ...cocuriereuieurerseesrerseesseeeeeseessesseessse s sesssessssssssssssesssesssssssssssanes 103
29. Machinery and equipment MaNUfACTUTING .....coeoreureesseuecereessese e ssessessssssesssssessssssssssessssssees 107
30. Furniture and other MaNUfACtUIING ....oovereereeereereneerserse e ss s sesssssesssessseeas 110
31. Electricity generation and SUPPLY ..o sessesseessessssesssessssse s ssssssssssssesssssssssssessns 113
32, GAS SUPPLY creeeereereeseeeesseeseesseesseseessessesssesssessesss et sessse s st s e £ R eER e E RS E AR AR e seE Rt en 116
33, WALET SUPPLY coeereeuieereeeeureerectree et sessse s s sss et s b s e e e s s e R e s b 118
K 2 T 00 o1y i [ v o) o TSP 119
K ST V1T 4 o) (=TT 1 U= o ¢ Uc (=TT 123
36.  RELAII tIAdE oottt see e s bbb s s R b s R 127
37. Accommodation, restaurants and DATS ... s sssssssssssssssssssasss 131
K13 T S UoT-To [ ¢ U 1) o 1o ) of O 134
39. Water and rail tranSPOTt . s st s s 137
40. Air transport, services to transport and STOTAZE ......ccccrereereermeermerreesseseessesseesseessesssseessessessssssees 141
41. COMMUNICALION SEIVICES ..ooveurrrrerressessessessessessessessessessesssssesssssssssss sesessesssssessessessssssssssss s sssssssssssssssessessenses 144
L 4 T2 (o] PPN 147
T 3 T 00T 00 ¢ o (o T 149
44, Services to finance and INVESTMENT ........ococoeerierneiseeeseee s ssesse s ssssss s s s s sssees 151
45, REAL ESTALE oureereeeeeecesees e e s e esss s et se s eess s e b R R RS R SRS AR R R R 154
46. Ownership of owner-occupied dWElliNGS ..o essssessssssessanes 158
47. BUSINESS SEIVICES .ooveieiereressesessessessessessessssssssssssss essssessessessessess s s s s st s st sssssessessessessssssssssssssessssssssssans 159
48. Central government administration and defence.......omnennnensseenssseeseseeeseesssesessesseesees 164
49. Local government administration services and civil defence .........ooeneenseessecenseenne. 167
L5 0 R S 16 or= Y (o ) U EETE P OT TP 170
51. Health and COMMUNILY SEIVICES ..ccvierierireesiureesesseesserseesssesses s seessessesssss s st s s s sssssssessas 173
52. Cultural and recreational SEIVICES ... seessesseesssssssssssssssss s sessssssesssssssssssssssnes 177
53. Personal and other COMMUNILY SEIVICES ..o sssssssssssssens 180
54, TOUTISIN cuureueeuermeeseesseessesseeessesssesessesss e es s s s et s s e E s R R AR RS E R R AR 183
Appendices:

Appendix A:  Summary of Regional ECON0OmMic Strate@ies .......oneereenmernseseeseesseeseesseesssesseseens 190
Appendix B:  Relationship between Sector Employment and Sector GDP .....ooneneneceneennenn. 194
Appendix C:  Tauranga Housing Market as at 2012, with a Brief Update to Q3, 2016............. 196
Appendix D:  Full Definition of Tabulated Key Economic Indicators ... 200
Appendix E:  Full Definition of Tabulated Key Economic Indicators, Updated to 2016 ......... 202
Appendix F:  Value Added MUItIPLIEr TYPE 2 ..eeiereereererreeseeereeessesesseessesseessesseesssssssssessssssssasessssssssssesns 203

Appendix G:  Methodology for the Calculation of Economic Data for the Tauranga

CatchmMeNnt ECONOIMY ..cviieiemsssssssssssss s sssssss st ssssssssssssssssssssssssssssssssssssns 204

Oranga Taiao Oranga Tangata Xvi




List of Acronyms

ANZSIC96 = Australian and New Zealand Standard Industrial Classification 1996
ANZSICO06 = Australian and New Zealand Standard Industrial Classification 2006

BERL = Business and Economic Research Limited

BOP = Bay of Plenty

CCHI = Coastal Cultural Health Index
EBOP = Environment Bay of Plenty
FTE = Full Time Equivalent

GDP = Gross Domestic Production
GFC = Global Financial Crisis

GIS = Geographic Information Systems
ISPT = Integrative Spatial Planning Tool
LQ = Location Quotient

MEC = Modified Employment Count
MTM = Manaaki Taha Moana

N.D = No date

OTOT = Oranga Taiao, Oranga Tangata

REINZ = Real Estate Institute of New Zealand

SNZ = Statistics New Zealand
TCC = Tauranga City Council

TCE = Tauranga Catchment Economy

WBOPDC = Western Bay of Plenty District Council

Oranga Taiao Oranga Tangata

Xvil







Glossary

Gross Domestic Product: The total market value of goods and services produced in New Zealand
after deducting the cost of goods and services used in the process of production, but before
deducting allowances for the consumption of fixed capital.

Input-Output Analysis: A quantitative economic technique that represents the
interdependencies between different branches (industries or sectors) of a national economy or
different regional economies. The technique depends on a matrix of raw economic data
collected by companies and governments to study the relationship between suppliers and
producers within an economy. Of particular interest is the extent that the outputs of one
industry become the inputs to another.

Location Quotients (LQ): The location quotient of each sector is calculated using MECs (refer
to the definition below). A location quotient measures the degree of specialisation of a given
sector in a given region, relative to the national situation. If the location quotient is greater than
one, then that particular sector is more specialised (over-represented) in the given region
relative to the national situation. Conversely, if the location quotient is less than one, then that
particular sector is less specialised in the given region relative to the national situation. A
location quotient of 1 means that the degree of specialisation in the given sector is the same in
the given region as it is nationally.

Modified Employment Counts (MECs): Statistics New Zealand typically reports employment
data according to the Employee Count (EC) measure. ECs measure the total number of salary
and wage earners for a reference period. This includes most employees but does not capture all
working proprietors - individuals who pay themselves a salary or wage. The Modified
Employment Counts (MECs) used in this study and developed by Market Economics Ltd., adds
the number of working proprietors to the number of employees that are counted by the MEC
measure.

Real Prices and Real GDP: Real prices are prices of goods and services that have been adjusted
to take account of the effects of inflation. Oppositely, ‘nominal prices’, which are often reported
particularly in the news media, do not take account of the effects of inflation. When the goods
and services that make up GDP are measured in terms of real prices, then the resulting metric is
termed ‘real GDP’. When using real prices, the year that is used as the baseline (or numeraire)
should be specified - in this report this is achieved by subscripting the year after the dollar sign
-e.g., $2007.

Regional GDP: This is the contribution of a region to the GDP (Gross Domestic Product), which
by definition applies to the nation state. In this report ‘region’ applies to any sub-national area,
not necessarily a ‘regional council’ area. Some analysts prefer the term ‘Gross Regional Product’
as it can be argued the term Regional Gross Domestic Product is a contradiction in terms.

Tauranga Catchment Economy: This is the economic activity that is associated with the
‘Tauranga Harbour Catchment’. The Tauranga Harbour Catchment is fully defined under the
next entry in this Glossary, as well as being spatially defined by the map contained in Figure 1.1.
For brevity's sake, the term ‘Tauranga Economy’ is used to mean ‘Tauranga Catchment
Economy’. The Tauranga Catchment Economy is also sometimes abbreviated to TCE.
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Tauranga Harbour Catchment: This is the primary spatial area used in this publication. It is
defined as the area that collects and stores water that eventually is transferred to the Tauranga
Harbour, via rivers, streams, groundwater or wetlands. The Tauranga Harbour Catchment
covers 86% of the Tauranga City Council’s (TCC) area - not included is most of the Papamoa
Beach settlement. The Tauranga Harbour Catchment also covers 59% of the Western Bay of
Plenty District Council’s (WBOPDC) area. Whilst the northern and western boundaries of the
Tauranga Harbour Catchment and the Western Bay of Plenty District Council closely
approximate each other, the southern boundary doesn’t, most notably meaning that the town of
Te Puke is excluded from the Tauranga Harbour Catchment area. Readers are advised to refer to
Figure 1.1 for further details concerning the boundaries of the Tauranga Harbour Catchment.
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1. Introduction

Scope of the Report

This report aims to undertake a stocktake of the Tauranga Catchment Economy (TCE) ending at
the year 2012, and when possible updating the data to the 2016. This stocktake is part of a
broader research programme that aims to integrate ecological, economic, social and cultural
information, in order to derive evidence-based policies and plans for better managing estuaries,
with a case study of the Tauranga Harbour. The research programme thus far has generated
significant information on the ecological and cultural dimensions of the management of the
Harbour, and the purpose of this report is to provide economic information on the Harbour and
the surrounding economy, in order to provide a more complete picture.

Specifically the data and information contained in this report will inform the development of an
‘Integrated Spatial Planning Tool’, which will enable end users to test out realistic, spatially-
defined management options for the Tauranga Harbour. Part of this modelling tool will be an
‘economic module’ (Computable General Equilibrium model), which will draw on the findings of
this report.

This report is divided into two parts:

Part I provides an overview of the Tauranga Catchment Economy covering: population trends
(Chapter 2), labour market trends (Chapter 3), structure of the economy and interdependencies
between in the Tauranga Catchment Economy (Chapter 4), and finally an assessment of the
performances of the 49 sectors of the Tauranga Catchment Economy (Chapter 5).

Part Il (Chapters 6-54) provides a detailed analysis of each of the 49 sectors in the Tauranga
Catchment Economy, providing commentary on the economic activity and performance of each
sector. This detailed analysis covers 48 sectors as defined by the Australia New Zealand
Standard Industrial Classification (ANZSIC), as well as an additional composite ‘Tourism’ sector,
as defined by the New Zealand Satellite Accounts of the Tourism sector.

Parent Research Programmes

Manaaki Taha Moana. This report is one in a series of reports and other outputs from the
research programme, “Enhancing Coastal Ecosystems for Iwi: Manaaki Taha Moana”
(MAUX0907), funded by MBIE and its predecessors. Manaaki Taha Moana (MTM) was a six-
year programme ($6.6 million + GST), which ran from October 2009 to September 2015, with
case study research being conducted primarily in two areas: Tauranga moana and the
Horowhenua coast (from the Hokio Stream to Waitohu Stream).

The central research question of MTM was:

“How can we best enhance and restore the value and resilience of coastal ecosystems and their
services, so that this makes a positive contribution to iwi identity, survival and welfare in the
case study regions?”

Thus, our research aimed to restore and enhance coastal ecosystems and their services of
importance to iwi/hapi, through a better knowledge of these ecosystems and the degradation

Oranga Taiao Oranga Tangata 1




processes that affect them. The key features of the research were that it was: cross-cultural;
interdisciplinary; applied/problem solving; and integrated the ecological, environmental,
cultural and social factors associated with coastal restoration.

Oranga Taiao, Oranga Tangata. This report also provides an important cornerstone to the
project, “Oranga Taiao, Oranga Tangata: Knowledge and Toolsets to Support Co-Management of
Estuaries” (MAUX1502), also funded by MBIE. This research programme ($4.4 million + GST)
will have a case study that focuses on the Tauranga Harbour and its Catchment. It is a four-year
research programme (October 2015 to September 2019) that has three phases:

Phase 1 focuses on gathering Matauranga Maori (a body of knowledge of Maori experience in
the area) from local iwi/hapt. From this information, an Estuarine Cultural Health Index (ECHI),
or other similar tool(s), will be constructed so that iwi/hapl can assess the state of local
estuarine habitats, record changes over time and help judge the effectiveness of factors such as
local fishing rules and management strategies.

Phase 2 will consolidate the ecological knowledge of the Tauranga harbour and begin to provide
some modelling and indicators of estuarine ecosystem health, resilience and functioning.

Phase 3 will see the creation of an Integrative Spatial Planning Tool (ISPT). This tool is a hybrid
GIS - modelling system that will use information from the estuarine ecology, land use, economic
and cultural areas, where appropriate. It will enable users to evaluate future planning options
for Tauranga harbour. This integrative (ecological, economic, land use, cultural, demographic)
planning tool should be at the leading edge of developments worldwide , although such tools
have been developed for the terrestrial environment, few if any spatial-modelling tools have
been developed for the-whole-of catchment including both land and coastal-marine ecosystems.

In all phases, the knowledge, frameworks and toolsets developed will be developed in such a
way to foster transference and uptake to other iwi and regions throughout New Zealand, where
possible, to enhance the health of estuaries nation-wide, and indeed internationally.
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Spatial Boundaries Used in the Analysis

It should be noted that the spatial area most often used in this publication is the ‘Tauranga
Harbour Catchment’. This is because the primary focus of our broader research programme is to
ascertain how economic activities in our case study area, the Tauranga Harbour Catchment,
directly and indirectly affect the ecological health of the Harbour itself. The Tauranga Harbour
Catchment area and other areas referred to in this report are defined below and outlined by
Figure 1.1.

Bay of Plenty. The ‘Bay of Plenty’, for the purposes of this publication, is the area under the
jurisdiction of the Bay of Plenty Regional Council. The Bay of Plenty Region covers an area of
21,740 square kilometres, consisting of 12,231 square kilometres of land and 9,509 square
kilometres of coastal marine area. The region is further split into seven territorial authorities
including: Tauranga City Council, Western Bay of Plenty District Council, Whakatane District
Council, Opotiki District Council, Kawerau District Council, part of the territory of the Rotorua
District Council and part of the territory of the Taupo District Council.

Western Bay of Plenty District. The ‘Western Bay of Plenty District’, for the purposes of this
publication, is the area under the jurisdiction of the Western Bay of Plenty District Council. This
district is one of seven territorial authorities within the Bay of Plenty region. The District covers
212,000 hectares of coastal, rural and urban areas. The main townships of the Western Bay of
Plenty District include Waihi Beach, Katikati, Omokoroa, Te Puna, Te Puke and Maketu.

Tauranga City. The ‘Tauranga City’, for the purposes of this publication, is the area under the
jurisdiction of the Tauranga City Council. Geographically, Tauranga City is located at the head of
the Tauranga harbour, which is protected by Matakana Island. Tauranga City’s boundary
extends to Papamoa to the east, Pyes Pa to the south, Bethlehem to the west and Mount
Maunganui to the North, all of which covers an area of approximately 13,440 hectares.

Tauranga Harbour Catchment. For the purposes of this publication, the Tauranga Harbour
Catchment is defined as the area that collects and stores water that eventually is transferred to
the Tauranga Harbour, via rivers, streams, groundwater or wetlands. This area includes 86% of
the land area of Tauranga City, and 59% of the land area of the Western Bay of Plenty District,
most notably including Katikati and Omokoroa. The economic activity that is associated with
this catchment is termed the Tauranga Catchment Economy. For brevity's sake, the term
‘Tauranga Economy’ is used to mean the ‘Tauranga Catchment Economy’. The ‘Tauranga
Catchment Economy’ is also sometimes abbreviated to TCE.
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Figure 1.1  Coverage of the Tauranga Harbour Catchment, Western Bay of Plenty Council and Tauranga
City Council
N.B.: Tauranga Harbour Catchment = Tauranga Catchment Economy
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2. Population Trends in Tauranga
and the Bay of Plenty

Trends in Population Change

The Bay of Plenty region had an estimated population of 277, 2006 as at June 2012 and ranked
as the 5t most populated region in New Zealand with over 6% of the national population. The
Tauranga Catchment Economy (TCE) covers Tauranga City and the majority of the Western
Bay of Plenty District?, together accounting for 167,200 people, or 58.5% of the total Bay of
Plenty population as at June 2012 (Statistics NZ, 2012). A report from Environment Bay of
Plenty (2009) on the socio-economic profile of the Bay of Plenty region noted that between
1996 and 2006 the Bay of Plenty region was the second fastest growing region in the country
after Auckland, with the biggest increases in Tauranga City and Western Bay of Plenty District,
increasing 33% and 20%, respectively. Over the last 20 years, the TCE area had been growing
at a rate twice as fast as the national average, and almost doubled its population during the
period. An economic profile report for the region released by BERL Economics (Leung-Wai et
al, 2011) reported that the average annual population increase between 1995 and 2010 was
2.6%, compared to the national average of 1.3%. As seen in Table 2.1, the share of the
population in the Western Bay of Plenty District and Tauranga City areas® to the total
population of New Zealand has continuously increased since 1976.

Table 2.1 Tauranga City Council and Western Bay of Plenty District Council Population Changes, 1976 to
2012, as a Percentage of the National Population

1976 1991 1996 2006 2012
Western Bay of
Plenty and 73,000 96,609 117,057 145,710 167,200°
Tauranga City
New Zealand 3,110,500 3,495,100 3,732,000 4,184,600 4,433,000
% NZ 2.3% 2.8% 3.1% 3.5% 3.8%

Source: Statistics New Zealand (2012)

6 The 2013 Census of Population and Dwellings found that 267,741 lived in the Bay of Plenty region, and
that the Bay of Plenty region remains the 5t most populated out of the 16 regions in New Zealand
(Statistics New Zealand, 2017).

7 The boundary lines of the Tauranga Catchment Economy (TCE) are illustrated at the beginning of the
report, and in the map contained in Figure 1.1.

8 Although the TCE doesn’t include the entire area of the Tauranga City Council and Western Bay of
Plenty District Council, it can be assumed that these official population figures provide a good indication
of the relative growth of the population in the TCE area.

9This is the Statistics New Zealand’s estimated population (167,200) for the combined Tauranga City
Council and Western Bay of Plenty District Council areas. More up-to date (and arguably more accurate)
data from the Census for 2013, however, indicates that Western Bay of Plenty District and Tauranga City
Councils areas had a combined population of 158,481 in 2013, which equals 3.74% of the national
population (Statistics New Zealand, 2017).
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According to the subnational population estimates released by Statistics New Zealand (2012),
the population in the whole Bay of Plenty region from June 2011 to June 2012 increased by
700 people. The population growth over the five years ended June 2011 was 0.9% compared
to the national average of 1%. In the year ended June 2012, Tauranga City’s population
increased by 0.6%, while the Western Bay of Plenty District decreased by -0.2%, while the
national average population increase was 0.6%.

History

The earliest known settlers were Maori who arrived in Tauranga from the Takitimu and the
Mataatua waka in circa 12th century. Europeans arrived in the 19t century, proclaiming
Tauranga a borough in 1882 until it was officially constituted as a city in 2004 when the
population reached 100,000 (Tauranga City Council, 2008). The completion of a harbour
bridge between Mount Manganui and Tauranga in 1988 led to the amalgamation of the two
previously separate districts in 1989 and promoted growth in both parts of the enlarged city.
The development of the Port of Tauranga opened the area up to increased immigration and job
opportunities, helping to spur the growth of the population.

In 2006, the city had a population density of 616.9 people per km?, making it one of the most
densely populated areas in the country. As illustrated in Figure 2.1, the Western Bay of Plenty
district and Tauranga City experienced large positive increases in population between 1996
and 2006, while the other districts in the Bay of Plenty region experienced little or negative
growth. According to a report released by Priority One (2007), the combined area of Western
Bay of Plenty and Tauranga has a high rate of population turnover. In 2007, the report states
that the region had an average inflow of 100 people per week and an outflow of 52 people per
week.

Figure 2.1  Population Change, Bay of Plenty Districts, 1996-2006
Source: Environment Bay of Plenty (2009)
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Interregional migration was also a key factor behind the steady population growth in the Bay
of Plenty region. According to Statistics New Zealand (2008), the Bay of Plenty region had the
highest net inflow of interregional migration at 48,700 people over the period from 1981 to
2006. This is illustrated in Figure 2.2, where the Bay of Plenty region shows a positive net
migration every year, while net migration fluctuates across the years in other seven North
Island regions.

Figure 2.2 Numbers of Internal Immigrants (000s) by Region 1981-2006
Source: Statistics New Zealand (2008)

Demographics

Generally, the Tauranga City Council and Western Bay of Plenty Council areas combined had a
relatively older population composition compared to the rest of New Zealand. In 2006, over
17.5% of the population in these two Councils was over 64 years of age, while New Zealand as
a whole had 12.3% of population over 64 years of age (Environment Bay of Plenty, 2009). In
Tauranga City, approximately 60% of the population increase between 1996 and 2006
consisted of people over 40 years old (Baird, 2011). In contrast, 15-34 year olds had been
decreasing. In a report to the Bay of Plenty Health Board, the Population Ageing Technical
Advisory Group estimated the number of people aged over 79 years old in Tauranga city is
projected to grow from less than 3,000 in 2006 to over 35,000 by 2050. Similarly, the
population of people over 64 years of age in the Western Bay of Plenty district is projected to
reach 27,600 people by 2031 (Whitaker, 2011).
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As seen in Figure 2.3, in 2006 about three quarters of residents in Tauranga City identified
themselves as the European ethnicity, which is greater than the national average of 65%.
Similarly, in Tauranga City and the Western Bay of Plenty District, 16% of residents identified
themselves as Maori in 2006, which is higher than the national average of 14%. There is a
lower representation of other minority groups in the area, such as Asian (3.4%), Pacific
(1.9%), and Middle Eastern, Latin American and African (<1%) (Statistics New Zealand, 2006).

Tauranga City Western BOP District New Zealand

18%
B European B European W European
27% .
B Maori 16% B Maori B Maori
0,
Other Other 14% Other

Figure 2.3 Ethnic Compositions of Tauranga City Council, Western Bay of Plenty Council and New
Zealand Populations 19
Source: Environment Bay of Plenty (2009)

Future Trends

According to a report from Environment Bay of Plenty (2009), the Bay of Plenty region is one
of the fastest growing regions in New Zealand, with a projected population increase of 23% for
the period 2006 to 2031. Population growth is however projected to be concentrated in
Tauranga City. As evident in Figure 2.4, a projected growth rate of 45% in the Tauranga City
area over this time period accounts for much of the region’s projected growth, with an
estimated population of 154,800 by 2031 (Environment Bay of Plenty , 2009). Similarly, The
Smart Economy Strategy (2007) projected a population of 284,000 by the year 2051 (see Table
2.2).

Table 2.2 Future Population Estimates for Tauranga City Council and Western Bay of Plenty District
Council

2012 2021 2051
Western Bay of
Plenty and 167,200 198,000 284,000
Tauranga City
Source: Smart Economy Strategy (2007)

Specifically, people aged over 64 years are projected to increase significantly within the TCE in
the future (Environment Bay of Plenty, 2009). In Tauranga City alone, there is a projected
seven-fold increase in people aged over 80 years from 2,616 in 2006 to 35,000 by 2051. These
patterns reflect an ageing population in general as the baby boomers begin to retire, but also it
is projected that there will be significant interregional immigration of older population into the
region. This has significant implications for the local economy as the proportion of the

10 The over-representational proportion of people in the ‘Other’ category reflects the fact that residents
were allowed to identify with more than one nationality, i.e., Pacific and Maori.
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workforce compared to the total population in the region will become increasingly lower in the
future. Of particular concern is that an older population increases significantly the need within
the region for access to health care and other community services.

Figure 2.4 Projected Populations, Bay of Plenty Districts, 2006-2031
Source: Environment Bay of Plenty (2009)

Update to 2016

Table 2.3 summarises the population changes from 2012 to 2016 (years to 30 June) in the
Tauranga City Council (TCC) and Western Bay of Plenty District Council’s (WBOPDC) areas.
Over the period 2012 to 2016, the TCC and WBOPDC combined population increased by
7.36%, which is above the national population growth rate of 6.46% for the same period.
Although this represents continued strong growth of population in the TCC and WBOPDC
areas, it is not as spectacular as growth in areas such as Selwyn District or Queenstown-Lakes
District.

Table 2.3 Population of Tauranga City Council and Western Bay of Plenty District Council

2012 2013 2014 2015 2016
Western Bay 45,500 45,500 45,900 46,800 47,800
of Plenty
District
Tauranga City 118,300 119,800 121,800 124,600 128,200
Total 165,812 167,313 169,714 173,415 178,016

Source: Infoshare, Statistics New Zealand (2017)

According to the 2013 Census (Statistics New Zealand, 2017), the increase in Tauranga City’s
population from 2006 to 2013 was 10,908 people, compared to an increase of 12,738
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people from 2001 to 2006. The growth rate in percentage terms was 10.5%, (or 1.5% per
annum), the sixth highest in New Zealand. The Western Bay of Plenty district experienced
population growth between 2006 and 2013 of 4.5%, taking the district to 43,692 people in
2013 (Environment Bay of Plenty, 2016). According to the 2013 Census, 19.3% of the
Tauranga City population were 65 or more years of age, and 8,445 (19.3%!1) were 65 years of
age or older in the Western Bay of Plenty District, both being higher than the national average
of 14.3%12.
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3. Labour Market Trends in Tauranga

From 2012 to 2016, employment in the Tauranga Catchment Economy grew from 64,870 jobs
to 68,146 jobs, as measured in terms of Modified Employment Counts (MECs). This 5.05%
increase, although significant, did fall behind the employment growth (in terms of MECs) of
8.58% for the New Zealand economy overall.

Work Status and Labour Market Participation

Census data for 2013 on the work status of employees in both in Tauranga City and Western
Bay of Plenty District areas (which approximates the Tauranga Catchment Economy area) are
summarised by Tables 3.1 and 3.2.

According to the 2013 Census, the labour force participation rate is 67.1% for the Western
Bay of Plenty District, and 64.6% % for Tauranga City, which are both lower than the labour
force participation rate for New Zealand at 68.7% - refer to Table 3.2. These slightly lower
labour force participation rates are related to its older (retired) population profile and slightly
lower than average proportions of people aged 17-25 years in the TCE. According to the 2013
Census, 19.3% of the population in Tauranga City and Western Bay of Plenty District is 65 or
more years of age, higher than the national average of 14.3%.

Unemployment as a percentage of the total population in the TCE is slightly higher than the
national situation; this is also the case when it is measured as a percentage of the total number
of people in the workforce [unemployed / (total employed plus unemployed)], which is the
conventional measure of unemployment. The number of “Registered Unemployed” fluctuates
due to seasonal work variations (e.g., lower during kiwifruit season) but is typically in
the 4,000 to 5,500 range. At the time of the 2013 Census, 4,200 people (4.61%) of people
identified themselves as unemployed in Tauranga City, and 1,593 (4.56%) in Western Bay of
Plenty, compared with the New Zealand unemployment rate of 4.54% (see Table 3.2). The
Maori unemployment rate was 11.06% for Tauranga City and 11.48% for Western Bay of
Plenty District, both being slightly higher than the national unemployment rate of 10.42% for
Maori. Of concern is the observation that all unemployment rates (for all ethnicities, and
Maori) had increased from 2006 census to the 2013 Census, in both Tauranga City and
Western Bay of Plenty District.

Personal Income

The 2013 Census found that the average personal income in Tauranga City was $26,300 and in
Western Bay of Plenty District was $27,000, compared with the New Zealand average of
$28,000. Although ‘personal income’ covers a number of categories such as ‘self-employment’,
‘investments’ and ‘government transfers’ (e.g., family support, student loans and
superannuation), it is considered to be indicative of labour market remuneration rates in the
TCE, which mainly consists of wages and salaries!3. This is lower than the New Zealand
average

13 The 2013 Census revealed that the most common source of income was from “wages, salaries,
commissions, bonuses etc". Although this is the case, it is difficult to calculate exactly what $ percentage
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Table 3.1 Labour Force Status for Tauranga City and Western Bay of Plenty District Council Areas,
Numbers of People Aged 15 Years and Older, Census 2013

Work and Labour All Ethnicities Maori
Force Status

Tauranga Western Bay New Tauranga WesternBay New
City of Plenty  Zealand City of Plenty  Zealand
District District

Employed Full time 38,094 14,970 1,541,061 5,076 2,028 172,113
Employed Part time 12,810 5,364 459,945 1,713 669 51,810
Total Employed 50,901 20,337 2,001,006 6,789 2,697 223,923
Unemployed 4,200 1,593 153,210 1,329 576 41,292
Not in Labour Force 32,310 11,508 1,058,100 3,894 1,743 131,067
Status Unidentifiable 3,747 1,518 164,100

Total Population 91,161 34,943 3,376,419 12,012 5019 396,288

Notes:

1. Total Employed = Employed Full time + Employed Part Time

2. Total population = Total Employed + Unemployed + Notin Labour Force + Status Unidentifiable)

3. The totals in Notes 2and 3 don'talways add up exactly correctly. This how the data was supplied by SNZ

Table 3.2  Labour Force Status for Tauranga City and Western Bay of Plenty District Council Areas,
Percentage of Total Population, People Aged 15 Years and Older, Census 2013

Work and Labour All Ethnicities Maori
Force Status
Tauranga Western Bay New Tauranga WesternBay New
City of Plenty Zealand City of Plenty  Zealand
District District

Employed Full time 41.79 42.84 45.64 42.26 40.41 43.43
Employed Part time 14.05 15.35 13.62 14.26 13.33 13.07
Total Employed 55.84 58.20 59.26 56.52 53.74 56.51
Unemployed 4.61 4.56 4.54 11.06 11.48 10.42
Not in Labour Force 35.44 32.93 31.34 32.42 34.73 33.07
Status Unidentifiable 4.11 4.34 4.86 0.00 0.00 0.00
Total Population 100.00 100.00 100.00 100.00 100.00 100.00

income is consistent with other available data such as per capita GDP data for the Tauranga
Catchment Economy. This lower than average income could explained by more than average
number of retirees who tend to have a lower level or personal income, and higher than average
unemployment rates in Tauranga possibly exerting some downward pressure on wages and
salaries, as well is the structural characteristics of the Tauranga Catchment Economy towards
lower paying jobs particularly those of the service sector which dominates the economy.

of income is “wages, salaries, commissions, bonuses etc "due to people having multiple sources of
income, and with the data being measured in terms of “incidences of people receiving an income from a
particular source” rather than a monetary value of that income from a particular source.
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Main Employment Sectors in the Tauranga Catchment Economy

Among the various sectors in the Tauranga Catchment Economy, the Retail sector was the
largest employer in 2010, accounting for 14.2% of total employment. The Retail sector is
associated with shops that on sell wholesale goods, which is an important part of the TCE as it
acts as a channel for a large component of household consumption and spending by
international visitors (Kite, 2005). The Retail sector in the TCE is, relatively speaking, larger
than the New Zealand average, with a Location Quotient!4 of 1.20.

The Health and Community Services sector was the 2nd biggest employer in 2010 with 13.4% of
total employment, higher than the New Zealand average of 10.3% (Infometrics, 2012). The
sector is predominantly served by the Bay of Plenty District Health Board, whose services in
the TCE are mainly located in Tauranga City.

The Business Services sector was the 3 highest employer in the TCE with 6,588 MECs and
accounting for 10.5% of the sector’s employment. This sector includes services such as
accounting, computing, surveying, advertising and a number of others regularly utilised by
both rural and urban businesses (Kite, 2005).

This was followed by the Construction sector, which was ranked 4t in the number of MECs
2010, accounting for around 8.4% of total employment in the TCE, which is higher than the
New Zealand average of 7.6% (Infometrics, 2012). The Construction sector is mainly engaged
in the construction of buildings and other structures, additions, alterations, reconstruction,
installation and maintenance and repairs of buildings and other structures. Between 2001 and
2008, the sector rapidly increased its employment activity due to the strong demand for its
services and the growing population and economy.

The Education sector is the next largest employer, accounting for 6.9% of total employment in
the TCE, which is lower than the New Zealand average of 8.0% (Infometrics, 2012). Although
Tauranga does not have its own university, the University of Waikato has a campus in
Tauranga with approximately 500 people enrolled. The Bay of Plenty Polytechnic and a
Wananga located in Tauranga, as well as 65 primary and secondary schools (39 of which are
located in Tauranga City), and 159 early childhood centres (Kite, 2005).

The Accommodation and Food Services sector is the 6t biggest employer in the TCE, with 5.3%
of total employment, which is slightly higher than the New Zealand average of 5.2%
(Infometrics, all 2012). This sector is mainly involved in providing short-term accommodation
for visitors as well as those engaged in providing food and beverage services, such as the
preparation and serving of meals and the serving of alcoholic beverages for consumption by
customers, both on and off-site.

The Wholesale Trade sector was the next largest employer in 2010, accounting for 5.1% of
total employment in the TCE (Infometrics, 2012). The Wholesale industry involves buying,
selling, storing and distributing goods for the businesses and shops in the region. While the
sector in the TCE ranks the 7t largest in terms of employment, the number employed in the
sector is slightly less than the New Zealand average, with a LQ of 0.92.

14 Refer to the glossary section for information on the Location Quotient. Location quotients throughout
this report are for 2010. These location quotients tend to be reasonably stable over the short-medium
term (1-5 years) time horizon, especially for the largest sectors in the TCE.
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Other larger sectors employing people in the TEC included Agriculture, Hunting and Trapping,
at 4% of total, Transport at 2.8% and Horticultural and Fruit Growing at 2.7%. The high
location quotient of 2.35 for Agriculture, Hunting and Trapping illustrates that the industry is
very strong in the region relative to the national situation. This is largely due to the high
importance of kiwifruit and avocado production in the TCE, and consequently the necessity of
the services provided by this sector. With a LQ of 1.46, the Road Transport sector in the TCE is
very important relative to the national situation. The high LQ is mostly due to the activity of
road freight transportation, which is a big activity in the TCE due to the Port of Tauranga. And
finally, the area’s sunny climate and fertile soils lend the ideal niche for growing sunshine-
loving fruits, especially kiwifruit. Employment in this sector is considerably higher than the
average of the overall NZ economy, with a high overall LQ of 1.82.

Update to 2016

In some cases, it is difficult to directly compare the employment data prior to 2012 with the
latest data in 2016, due to a change from the 1996 ANZSIC to 2006 ANZSIC for reporting
employment data. That said, however, it be concluded that the main labour market patterns
and indicators have not shifted much from 2010 to 2012 to 2016; for example, the eight
sectors with the highest employment in 2010 (outlined in the last sub-section), are still the
eight highest sectors in terms of employment in 2016, although some of the rankings have
changed. In 2016, these highest employing sectors are (from first to eighth)?s:

Healthcare and Social Assistance (9,064 MECs);

Professional, Scientific, Technical, Administrative and Support Services (9,543 MECs),
Retail Trade (7,551 MECs);

Construction (7,381 MECs);

Education and Training (4,565 MECs);

Accommodation and Food Services (4,081 MECs);

Wholesale Trade (2,950 MECs); and

Agriculture, Forestry and Fishing Support Services (2,697 MECs).
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4. Structure of the Tauranga Economy

Background on Input-Output Analysis

One of the most commonly used tools for analyses of inter-relationships between sectors of an
economic system is Input-Output (I0) Analysis. The main component of an IO analysis is
information on the flows of goods and services within an economy. These flows are arranged
in a matrix format (known as an 10 Table!6), where each component of the matrix represents
the consumption of each sector (inputs, recorded down the columns) and the production of
each sector (outputs, recorded across the rows) from, and to, all other sectors within an
economy. By using the information contained within such a matrix, 10 practitioners may
calculate numerical estimates of the inter-sectoral relationships that exist within an economy.
In particular, these relationships describe the way in which each sector’s inputs to the
production are sourced from outputs of other sectors in an economy.

Another major use for the 10 analysis is as an estimation of the economic impacts associated
with exogenous shocks to an economy. As the 10 table describes interdependencies between
sectors of the economy, 10 analysis may be used to show the direct and higher order (indirect
and induced) impacts associated with an exogenous shock to an economic system. For
example, if one of the changes anticipated for the TCE were to be a loss in the amount of
kiwifruit cropping, the 10 analysis would calculate all of the losses in output that would also
occur in sectors supporting kiwifruit cropping (e.g., fertiliser production, beekeeping service,
farm machinery suppliers), as well as the sectors that, in turn, support these sectors.

The 10 matrix of the TCE used in this report is for 2010, and shows the main structural
interdependencies in the Tauranga economy. Although this matrix is not up-to-date, it is
unlikely that these main structural interdependencies will have significantly changed since
then. In further editions of this publication, when more up-to-date data becomes available to
input-output data becomes available, the I0 matrix of the TCE can be updated, accordingly.

Network Diagram Interpretation - Most Significant Sectors and Flows

A network diagram of the TCE was constructed using data from the 48 sector input-output
matrix of that economy (refer to Figure 4.1). For simplicity sake, only the 26 largest sectors in
the economy in terms of their contribution to GDP, and the 66 largest flows between the
sectors, were depicted in the Figure 4.1 network diagram!’. Using the three largest sectors in
the economy, it can be demonstrated how each sector can be interpreted in terms of its
interdependencies with other sectors, by the flow of goods and services between these sectors:

16 The 10 table used in this report is based on Statistics New Zealand’s Inter-Industry Study of New
Zealand Economy, updated and then regionalised for the Tauranga Catchment area for the year 2010.

17 Even though the Figure 4.1 diagram may appear to be quite complicated, the real economy is a great
more complex and complicated than this diagram indicates, and so complicated that it cannot be drawn
-hence the restriction to the 26 largest sectors (in terms of GDP contribution) and 66 largest flows, as
opposed to the 48 ANZSIC sectors and 682 flows between these sectors in the 10 matrix, which attempts
to cover all of the sectors and flows in the TCE.
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Figure 4.1 Structure of the Tauranga Catchment Economy, for the Year Ending 2010 (26 Largest Sectors, 66 Largest Inter-Sector Flows)



e Construction Services. This sector is the biggest producer of outputs ($940 million) in
the TCE, which is not surprising given the population growth in the economy.
Accordingly, nearly half ($487 million) of the sector’s output is from the construction of
residential dwellings. The sector’s major input is $62 million from the Wholesale Trade
sector, including products such as building supplies, machineries, electrical equipment
and vehicles. The Construction sector also uses $52 million worth of products from the
Non-Metallic Mineral Manufacturing sector, including products such as glass, clay,
cement, plaster and concrete. The remaining significant inputs are from the Wood
Product Manufacturing sector ($35 million), followed by the Structural, Sheet and
Fabricated Metal Product Manufacturing sector ($27 million) and ‘International Imports’
($58 million).

o Wholesale Trade. This sector is the second largest producer in the TCE in terms of gross
output!8, providing a wide variety of products to other sectors in the economy - $249
million to ‘Final Demand’ (mainly households), $111 million to the ‘International
Demand’, $62 million to Construction, and $38 million to the Road Transport sector.
‘International Imports’ ($173 million) are the main input into the Wholesale sector,
reflecting the sector’s role as an intermediary or distributor of imported commodities.

e Business Services. The third largest sector in terms of gross output is Business Services.
The sector has a total gross output of $720 million and provides a wide range of services
such as accounting, legal, computer services, security, and cleaning to quite a wide
variety of sectors in the economy including: Retail Trade ($41 million), Construction
Services ($38 million), Health and Community Services ($34 million) and Electricity
Supply ($30 million), as well as to many other sectors in the TCE. The main inputs into
the Business Services sector are payments for labour ($223 million) and payment of
primarily profits as reflected in the ‘operating surplus’ ($121 million), both of which are
not depicted on the Figure 4.1 network diagram but are recorded on the 10 matrix for
the TCE.

18 An accounting requirement of the 10 matrix of the economy is that the ‘gross outputs’ equals the ‘gross
inputs’ for all sectors of the economy. So, when it is stated that the Business Service sector has a gross
output of $720 million, it can necessarily be implied that it must also have a gross input of $720 million.
This accounting requirement applies to all sectors that are recorded on the 10 matrix of the economy.
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5. Performance of Sectors in the
Tauranga Economy

This chapter serves two functions:

Firstly and most importantly, it compares the performance of each of the ANZSIC sectors!?20 in
the TCE, using three main indicators:

1. ‘Size’ of each of the sectors in the TCE in terms of its contribution to GDP;

2. ‘Growth’ of each sector in the TCE, in terms of (real) GDP growth from 2011 to 2016;

3. ‘Specialisation’ of each sector in the TCE using location quotients.

Secondly, this chapter updates, as best as possible, the indicators used in the detailed sector-by-
sector analysis reported in Part II (Chapters 6 to 54) of this report with the latest available data.

Size (GDP Contribution) of 48 Sectors in the Tauranga Economy

The contribution of each sector to the TCE’s GDP for 2010 is summarised by Figure 5.1, and for
2016 by Figure 5.2. Caution needs to be displayed in comparing the data contained in these two
Figures (contribution to GDP for 2010, contribution to GDP in 2016) - this is because the
classification system used by Statistics New Zealand was changed from using ANZSIC 1996 for
the 2010 data to using ANZSIC 2006 for the 2016 data.

Notwithstanding the difficulties in comparing the 2010 and 2016 GDP data, the relative size of
the GDP contributions of each sector in the TCE, did not significantly change over this period.
For example, the six largest sectors in the TCE were recorded for both 2010 and 2016 as
follows:

1. Business Services was the largest sector in 2010 with a GDP contribution of $2007 625
million, with the equivalent Professional, Scientific, Technical and Administrative and
Support Services sector also remaining the largest sector in 2016.

2. Health and Community Services was the 2nd largest sector in 2010 with a GDP
contribution of $2007 461 million; the equivalent Health Care and Social Assistance
sector also remained the 2nd largest sector in 2016.

3. Real Estate was the 3rd largest sector in 2010 with a GDP contribution of $2007 422
million; the equivalent Rental, Hiring and Real Estate Services sector also remained the
3rd Jargest sector in 2016.

4. Construction was the 4t largest in 2010 with a GDP contribution of $2007 364 million; it
also remained the 4t largest sector in 2016.

19 The Owner Occupied Buildings sector (Chapter 46) is not usually included in this performance analysis.
This is because this sector is not a production sector, but an accounting place-holder composed of
economic benefits received by private dwellings occupied by owners.

20 The Tourism sector (Chapter 54), which is a composite of the other sectors, is also not included in this
performance analysis because there is insufficient data available to do this - other than an approximate
estimate (in Chapter 54) of the Tourism sector’s contribution to GDP in the TCE being $2016 321 million
($2007 270 million) in the March year for 2016. This estimate places the Tourism sector as the 6t largest in
the TCE in terms of its GDP contribution.
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5. Retail Trade with a GDP contribution of $2007 364 million, and Wholesale Trade with a
GDP contribution of $2007 226 million, were the 5t and 6th largest sectors in 2010,
although this rank order was reversed in 2016.

Other sectors in the TCE with a GDP contribution more than$;007 100 million in 2010 include:

Finance ($2007 188 million);

Education ($2007 184 million);

Electricity Generation and Supply?! ($2007 175 million);

Air Transport, Services to Transport and Storage ($2007 105 million); and
Central Government Administration and Defence ($2007 103 million).

21 The sector mainly includes the activities of the Trustpower Head Office - the 4t largest electricity
retailer (in terms of customer numbers) in New Zealand and the 5t largest electricity generator (in terms
of revenue and generating capacity) in New Zealand. There is only a very small amount of electricity
actually generated in the TCE.
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Growth and Decline of the 48 Sectors in the Tauranga Economy

Changes from 2000 to 2011. It is difficult to measure the growth and decline of various sectors
in the TCE from 2000 to 2011 due to the unavailability of a GDP time series, which is the
preferred metric for measuring economic growth. That said, Part Il (Chapters 6-54) provides a
detailed overview of each of the sectors in the TCE and provides a variety of qualitative and
quantitative information on each of these sectors, including using various metrics and
indicators that measure the growth or decline of each sector over this 2000 and 2011 period.
However, the only indicator that is available for all of the sectors is the ‘average annual
employment growth rate’ - this indicator fortunately provides some indication of the growth
and decline in the sectors (and can be used as a GDP proxy with appropriate caution)?22 23,

Changes from 2011 to 2016. Over the 2011 to 2016 period, the TCE has grown by 16.55% in
terms of real GDP, which is at an average compounded annual rate of 3.11% (this is significantly
higher than the 14.24% growth in the New Zealand economy for the same period, at an average
compounded annual rate of 2.69%). Figure 5.3 breaks down this GDP growth in the TCE into its
48 constituent sectors. Those sectors that have recorded the largest increases in real (inflation-
adjusted) GDP are:

Construction ($2007 121 million),

Professional, Scientific, Technical and Administrative ($2007 106 million),

Real Estate, Rental and Hiring ($2007 95 million),

Retail Trade $62 million ($2007 88 million),

Healthcare and Social Assistance ($2007 79 million),

Horticultural and Fruit Growing ($2007 69 million),

Wholesale Trade ($2007 56 million),

Finance ($200747 million),

Ownership of Owner-Occupied Dwellings ($2007 41million), and

10. Central Government Administration, Defence and Public Safety ($2007 33 million).

O XN E WD

22 Regression/correlation analysis (refer to Appendix C) shows that the ‘employment numbers’ of each
sector are highly correlated (r=0.88) with the ‘GDP contributions’ of each sector (refer to Appendix C for
further details).

23 The most important assumption with using ‘employment change’ as a proxy for ‘GDP change’ is that
labour productivity remains constant or at the very least does not change much. Whilst this may be a
reasonable assumption for many industries/sectors in the short-run, caution needs to be exhibited in
using this proxy, particularly in industries/sectors where there has been known technological change,
automation and labour shedding.
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Figure 5.3  Sector’s GDP Change in the Tauranga Catchment Economy, 2011 to 2016 (March Years)
(Percentage, annual average compounded)
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It is concluded from these GDP figures that much of the growth in the TCE from 2011 to 2016 is
due to the ‘population increase-induced’ construction boom in the Tauranga economy and,
particularly over the last 2 years, the overheated property market. This has not only directly led
to an increase in the real GDP output of the Construction sector, but also in related sectors such
as Real Estate, Wholesale trade, Finance and Ownership of Owner Occupied Dwellings. The
significant increase in the Healthcare and Social Assistance sector is no doubt due to the
growing demand for such services with an increasing proportion of retirees in Tauranga. It
should also be noted that Horticulture and Fruit growing, which is traditionally a strong sector
in Tauranga, also showed significant GDP growth during this period. The significant GDP
increase in the Retail Trade sector is attributed to the general buoyancy in the New Zealand
economy over this period, as well as perhaps some increase in the Tourism spend in this sector
due to increased Tourism activity in Tauranga.

Importantly it can be reported, the vast majority (34 out of 48) sectors in the Tauranga economy
recorded positive GDP growth during this period. Some sectors (6) recorded zero GDP growth
Even those sectors (8) that recorded negative growth, in almost all cases it was small negative
GDP growth in percentage terms (because it was a large sector); or was so small negative GDP
growth that it would be indistinguishable from the error associated with making these GDP
estimates.

From an overall perspective, it is
important to recognise that much
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Figure 5.4  Real GDP Growth for Tauranga Economy and
New Zealand (Index 100 for 2011 March Year)

For every year in this 2011 to 2015 period, the Tauranga Catchment Economy’s GDP growth
outstripped population growth and hence GDP per capita increased. This trend was only
reversed from 2015 to 2016 where the 1.79% GDP growth was not enough to make up for the
2.86% increase in population.
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Specialisation of the 48 Sectors in the Tauranga Economy

It is important to measure the performance of sectors in the TCE in terms of their relative
specialisation, as this often indicates where sectors of the economy may have a long-term
‘comparative’ or ‘competitive’ advantage. In this publication, we measure the specialisation by
using location quotients (LQs greater than 1 mean the sector is more specialised in Tauranga
than the national situation; LQs less than 1 mean the sector is less specialised than nationally).

Location Quotients 2010. For consistency sake, the location quotients as reported in Part II
(Chapters 6 to 54) for the year 2010 are summarised by Figure 5.5. These location quotients in
Figure 5.5 show the most specialised sectors in the TCE to be:

1. Services to Agriculture, Hunting and Trapping (LQ=2.72), which is mainly due to
agricultural services businesses being located in the TCE serving the wider Bay of
plenty region.

2. Petroleum and Industrial Chemical Manufacturing (LQ=2.66), which is mainly due to
the activities of Balance Agri-Nutrients in manufacturing fertilisers.

3. Water and Rail Transport (LQ=2.07), which is mainly due to the activities of the Port of
Tauranga, which is arguably New Zealand’s largest port.

4. Horticultural and Fruit Growing (LQ=1.82). Tauranga’s climate and geography provide
very good conditions for growing kiwifruit, mandarins, oranges, avocado and a variety
of other commercial horticultural crops.

5. Electricity Generation and Supply (LQ=1.80). This is almost the entirely the activity of
Trustpower, which has its Head Office located in Tauranga. Trustpower is New
Zealand’s fourth largest retailer of electricity and the fifth largest generator of
electricity.

[t is also worthwhile to note that some of the other sectors that have location quotients greater
than 1 (specialisation above the national average) include sectors related to activities of the
Port of Tauranga (Road Transport, Fishing), and sectors related to above-average demand for
residential dwellings (Real Estate, Construction).

Location Quotients 2016. Direct comparison of the location quotients between 2010 and 2016
are not possible due to the different version of ANZSIC used by Statistics New Zealand between
the time periods. Furthermore, the use of a new ANZSIC classification system used in 2016, in
some cases, leads to a loss of resolution in the data - for example, the specialisation in water
transport (due Port of Tauranga activity) is no longer evident in the 2016 data because the
Water and Rail Transport sector has been aggregated into a broader sector. Nevertheless, the
overall pattern of specialisation of particular sectors remains similar in 2016, compared with
2010, as does the ranking of the most specialised sectors (Refer to Figure 5.6), as follows:

1. Agriculture, Forestry and Fishing Support Services (LQ=2.87), as with its equivalent
sector in 2010, remains the most specialised sector in Tauranga.

2.  Electricity Generation and Supply (LQ=2.85) moves to the 2nd most specialised, up from
3rdin 2010.

3. Horticultural and Fruit Growing (LQ=1.57) also has a high specialisation in Tauranga
with its relative ranking increasing from 4t to 2nd in 2016.

4. Petroleum and Coal Manufacturing, as with its equivalent sector in 2010, has a high
specialisation in Tauranga (LQ=1.46), although its ranking drops from 2nd to 4th,
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Figure 5.5 Location Quotients (Degree of Specialisation) of Sectors in Tauranga Catchment Economy, 2010
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Figure 5.6  Location Quotients (Degree of Specialisation) of Sectors in the Tauranga Catchment Economy,

2016
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Summary of the Performance of Sectors in the Tauranga Economy

Over the 2011 to 2016 (March-years) period, the TCE’s real GDP has grown by 16.55%2%. This is
significantly higher than the growth rate of the real GDP of New Zealand over the same period,
of 14.24%. Much of this growth in the Tauranga economy was driven by population growth
stimulated by inward migration into the region. The resulting demand for new dwellings has led
to particularly strong growth in sectors such as construction, real estate and finance.

The overall performance of sectors in the Tauranga Catchment Economy?5 26 can be evaluated
by plotting four quadrants (refer to Figure 5.7):

Quadrant I is referred to as ‘Horses’ (large GDP, fast growth sectors)

Quadrant I1 is referred to as ‘Elephants’ (large GDP, slow or no growth sectors)
Quadrant III is referred to as ‘Snails’ (small GDP, slow or no growth sectors)
Quadrant IV is referred to as ‘Cheetahs’ (small GDP, fast growth sectors)

S W N R

Horses (Large GDP, Fast Growth). These sectors, by definition, are larger than the average in
terms of GDP and over the last five years have grown faster than the average. These nine
sectors alone generate most (63%) of the GDP of the Tauranga economy as well as indirectly
creating demand for other sector products in Tauranga. Specifically, these sectors include (with
the GDP?7 in parentheses): Professional, Scientific, Technical, Administrative and Support Services
($2007 625 million); Health Care and Social Assistance ($2007461 million); Rental, Hiring and Real
Estate Services ($2007 422 million); Construction ($2007 420 million); Retail Trade ($2007 364
million); Wholesale Trade ($2007 226 million); Central Government ($2007 135 million); Finance
($2007 153 million); and Horticulture ($2007 112 million).

The Tourism sector could arguably also be included in this ‘large GDP, Fast Growth’ quadrant,
with an estimated GDP of $2007 270 million (refer to Chapter 54), and by employing the
assumption that the growth rate (2011 to 2016) of tourism nationally 4.62% pa?8 applies also to
the TCE.

It should also be noted that within this quadrant, the Construction sector (LQ=1.32)2,
Healthcare and Social Assistance sector (LQ=1.30), and Rental, Hiring and Real Estate Services
sector (LQ=1.19) have relatively high location quotients, which can be partly attributed to the
high population growth and inward migration, particularly of more elderly people manifesting
in the relatively high location quotient for the healthcare industry. The Horticulture and Fruit
Growing sector not only records the highest (real) GDP rate of growth (20.72%) over the 2011-
2016 period, but also has the highest location quotient (LQ=1.57) in this quadrant.

24 This is GDP growth in ‘real’ terms - that is, in inflation-adjusted terms.

25 Sectors above the average sector GDP of $99 million are considered to have a ‘large’ GDP, and those
below the average are considered to have a ‘small’ GDP.

26 Sectors above the average (mean) sector GDP growth rate of 3.77% pa (from 2011 to 2016) are
considered to be ‘fast’ growing, and those below this average are considered to be ‘slow’ growing. The
2011 to 2016 growth/decline percentage for each individual sector is calculated on the basis of an
average compounded growth rate of that sector.

27 The GDP data is measured in $2007.

28 The % increase in New Zealand’s Tourism GDP contribution was calculated using ‘direct value added’
data for 2011 and 2016 (Table 1) from the Tourism Satellite Accounts, and these data were adjusted for
inflation.

29 The location quotients referred to in this subsection (Summary of the Performance of Sectors in the
Tauranga Economy) are for the March ending year 2016, based on MECs.
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Figure 5.7  Performance of Sectors in the Tauranga Catchment Economy: Size in 2016 (GDP) versus Growth (% GDP Change 2011 to 2016)



Elephants (Large GDP, Slow or No Growth). The sectors in this quadrant, although having larger
than average GDP, even their largest sector - Other Transport, Postal, Courier, Transport Support
and Warehousing Services ($220 million) - only ranks 7t overall, with six other sectors in
quadrant I (‘Horses’) having higher sector GDPs. All of the others sectors in this quadrant have
GDP contributions between a narrow band of $2007 108 million to $2007 139 million: Education
and Training ($2007 139 million); Personal and Other Services ($2007 126 million); Electricity
Generation and Supply ($2007 115 million); Accommodation and Food Services ($2007 114 million);
and Road Transport ($2007 108 million). Given this considerable already existing gap between
these Quadrant II sectors (Elephants) and the six largest Quadrant I sectors (Horses), combined
with slow growth rate of these Quadrant II sectors (Elephants), there is little prospect in the
foreseeable future of this gap in GDPs between the two quadrants being reduced. Collectively in
2016, sectors in Quadrant Il (Elephants) made up 18% of the GDP in the TCE, dwarfed by 63%
of the GDP produced by in the TCE in Quadrant I sectors (Horses) sectors.

The location quotients for the sectors indicate some areas of specialisation (and competitive
advantage) in the TCE that may provide better prospects for future growth. First, two sectors
that have a high level of association with the Port of Tauranga have above average location
quotients: Other Transport, Postal, Courier, Transport Support and Warehousing Services
(LQ=1.24) and Road Transport (LQ=1.17) for 2016. Furthermore, it should be noted that in the
older ANZSIC96 classification, the Water and Rail Transport sector revealed an even higher
location quotient (LQ=2.07). Second, the Electricity Generation and Supply sector (LQ=2.85), has
an even higher location quotient (and 2nd highest of the ANZSIC sectors) due to the presence of
Trustpower’s Head Office in Tauranga.

Snails (Small GDP, Slow Growth). These Quadrant III sectors are not performing as well as
other sectors in the TCE. These small GDP and low/negative growth sectors collectively make
up 10% of the Tauranga economy. Most sectors in this quadrant, however, exhibit steady but
slow growth relative to other sectors in the Tauranga economy. These sectors include
Information Media and Telecommunications (3.65%); Wood Product Manufacturing (3.39%);
Arts and Recreation Services (2.28%); Chemical, Polymer and Rubber Product Manufacturing
(2.21%); and Local Government Administration (0.19%). Of more concern are those sectors that
have recorded negative (average annual) growth rates over the period 2011 to 2016: Non-
Metallic Mineral Product Manufacturing (-1.66%); Forestry and Logging (-1.91%); and Other
Food Manufacturing (-2.74%)30.

Two sectors that show good prospects for growth and in the foreseeable future could move into
Quadrant II or Quadrant 1 are: Wood Product Manufacturing (LQ=1.51) and Chemical, Polymer
and Rubber Product Manufacturing (LQ=1.51). The former sector consists of a range of wood
product manufacturers serving both export and domestic markets with strong linkages to the
construction sector; and the latter sector mainly represents the activities of Balance-Agri

30 [t is difficult to robustly interpret % (increase/decrease) of GDP in sectors that have small base year
GDP. For this reason, the following sectors have not been included in the commentary of Quadrant III
(Snails) because of their small size: Gas Supply; Mining, Quarrying, Exploration and Other Mining Support
Services; Textile, Leather, Clothing and Footwear Manufacturing; Meat and Meat Product Manufacturing;
Air and Space Transport; Primary Metal and Metal Product Manufacturing; Fishing and Aquaculture;
Printing, Pulp, Paper and Converted Paper Product Manufacturing.
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Chemicals as well as Fulton Hogan, both of which have significant manufacturing plants in the
TCE.

Cheetahs (Small GDP, Fast Growth). These sectors in the TCE, although small collectively only
representing 9% of the TCE’s GDP, are by definition growing faster than average and some of
them much faster than average; therefore, they represent significant prospects for accelerated
growth in the Tauranga economy. Most notably3! sectors that fall into this category are: Dairy
Cattle Farming (9.58% average annual growth); Auxiliary Finance and Insurance Services
(8.86%); Transport Equipment Manufacturing (7.59%); Water, Sewerage, Drainage and Waste
Services (6.91%); Machinery and Equipment Manufacturing (5.75%); Fabricated Metal Product
Manufacturing (5.03%); and Agriculture, Forestry and Fishing Support Services (4.83%).

There are a cluster of sectors in this quadrant related to light engineering and construction
activities, such as fabricated metal products and customised boatbuilding, that represent
emerging niche markets for Tauranga businesses. These activities are reflected in the relatively
high location quotients for the following sectors: Fabricated Metal Product Manufacturing
(LQ=1.31) and Transport Equipment Manufacturing (LQ=1.34), with Machinery and Equipment
Manufacturing (LQ=1.00) being at the national average.

311t is important to note that some of the sectors in Quadrant IV (Cheetahs) record misleadingly high
annual GDP growth rates - this is because they have relatively small ‘base year’ GDP, which can produce
high percentage changes with a shift of only, say, $1 million. For this reason, the following sectors have
been excluded from the commentary: Meat and Meat Product Manufacturing; Poultry, Deer and Other
Livestock Farming; Insurance; Sheep and Beef Farming; and Beverage and Tobacco Product Manufacturing.
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Part |1

Detailed Sector-by-
Sector Analysis






Analytical and Indicators Template

Part Il of the report provides a detailed descriptive and analytical overview of the 49 individual
sectors of the Tauranga Catchment Economy (TCE). The first 48 chapters focus on sectors in the
TCE based on the ANZSIC96 classification, followed by a final chapter focussing on the Tourism
sector.

For each sector3?, the following information is systematically collated:

List of ANZSIC 96 Economic Activities covered by each sector;

List of Main Commodities Produced by each sector;

Economic Overview of the sector’s structure, drivers, markets and spatial distribution;
Sector Trends from the year 2000 to 2012;

Future Trends in each sector, from the viewpoint of 2012;

2016 Update of the ‘Key Economic Indicators’.

oUW

Key economic indicators for each sector are tabulated in a blue-bordered box at the top right
corner at the start of each chapter. These economic indicators33 are reported for the year 2010,
except for ‘Average Growth Rate (%)’, which covers the covers the period 2000 to 2011:

1. Employment: Number of people employed in each sector, measured in terms of Modified
Employment Counts (MECs). Refer to the Glossary for a full definition of MECs.

2.  Employment Rank: Rank of each sector from the largest (1st) employment sector to the
smallest employment sector (46th).

3. Average Growth Rate: Percentage (%) growth in a sector’s employment from 2000 to
2011. This indicator can be used as a proxy for GDP growth.34

4. GDP: Gross Domestic Product of the sector, for the year ending March 2010, measured in
$201o million.

5. GDP Rank: Rank of each sector in terms of its contribution to Gross Domestic Product of
the Tauranga Catchment Economy, for the year ending March 2010, from the highest
contribution (1st) through to the lowest contribution (47t).

6. Interregional Exports: Exports from this sector to other regions in New Zealand, for the
year ending March 2010, measured in $2010 million.

7. International Exports: Exports from this sector to other countries, for the year ending
March 2010, measured in $2010 million.

8. Location Quotient: A location quotient is an indicator of the degree of specialisation of a
given sector in a given region. A location quotient greater than one (LQ>1) indicates that
the region has a specialisation in that sector. A location quotient less than one (LQ<1)

32 Notes:

No data is captured for the “Oil and Gas Exploration and Extraction” sector (Chapter 14) and it is
therefore excluded from all rankings.

The only data captured for the “Ownership of Owner-Occupied Dwellings” sector (Chapter 46) is its
contribution to GDP, GDP Rank and Value-Added Multiplier.

Thus, only 46 of the 48 ANZSIC sectors are ranked for employment, exports, location quotients and labour
productivity, (this excludes the aforementioned two sectors); and 47 of the 48 of the ANZSIC sectors are
ranked for GDP (this includes the “Ownership of Owner-Occupied Dwellings” sector).

33 Appendix D defines these economic indicators more rigorously and specifies their measurement units.
34 Appendix C provides a discussion of the use of the ‘employment growth’ indicator as a proxy for ‘GDP
growth’, including cautions that should be employed when doing so.
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indicates that a region does not have a comparative strength or specialisation in that
particular sector.

9. Labour Productivity: This is a measure of how productive labour is in a given sector. It
measures the ‘value added’ ($2010000) produced per employee.

10. Value Added Multiplier: When a sector increases its production, it not only generates
‘value added’ in its own sector, but it can also indirectly stimulate production in other
sectors by requiring their inputs, thereby generating ‘value added’ in these other
sectors. The higher the ‘value added multiplier’, the greater the amount of ‘value added’
created in other sectors in the Tauranga Catchment Economy. In this publication, we
use a Type 2 Value Added Multiplier that, as well as taking account of the ‘flow-on’ effects
of purchasing inputs from other sectors (indirect effects), also takes account of the
stimulation from spending wages and salaries (induced effects) in the Tauranga
Catchment Economy. Value Added Multipliers and other Multipliers can be important in
regional economic analysis, as they show which sectors have a broader impact on the
regional economy than just their direct impact - refer to Appendix F for a summary of
Type 2 Value Added Multipliers of sectors in the Tauranga Economy.

Most of these economic indicators (but not all) are updated to the year 2016, using the latest
available data at the time of this publication being written. These 2016 updated economic
indicators for each of the sectors appear in a blue-bordered box at the end of each chapter. The
reporting dates that apply to this ‘2016 update’ are detailed in Appendix E.
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6. Horticulture and Fruit Growing

Description
ANZSIC96 Codes covered:

Employment: 1,707

e A(0111-Plant Nurseries Employment Rank: 10"

A Growth Rate: -4.07%
e A0112-Cut Flower and Flower Seed Growing verage hrowth Rate °

e A0113-Vegetable Growing GDP: $36.7m
e A0114-Grape Growing GDP Rank: 27t
e A0115-Apple and Pear Growing Interregional Exports: $1.8m

¢ A0116-Stone Fruit Growing International Exports: $56m

e A0117-Kiwi Fruit Growing Location Quotient: 1.82

e A0119-Berry Fruit Growing Labour Productivity: 21.02

e A0119-Citrus Growing Value-Added Multiplier: 4.34
e A0119-Other Fruit Growing

Main Commodities Supplied in TCE:

e Kiwifruit, avocados and citrus fruits
e (Cutflowers and flower seed
e Seedlings, turf, bulbs

Economic Overview

Horticulture and Fruit Growing is an important sector for the TCE as well as for the Bay of
Plenty region. Both areas have climate and geographical characteristics suitable for horticulture
and fruit growing. According to the Western Bay of Plenty District Council (2011), the combined
Western Bay of Plenty District and Tauranga City area is three times more reliant on
horticulture and agriculture for its economic output than New Zealand as a whole. As such, the
sector has a higher than the New Zealand average sector concentration with a LQ of 1.82. In the
TCE, the sector has a total gross output of $113 million and contributed $37 million towards
GDP in 2010. The sector provides 1,707 jobs to the area but has a relatively low labour
productivity at $21,020 per worker. Nearly half of the sector’s outputs, mainly avocado,
kiwifruit, mandarins and oranges, are exported where $56 million and $1.8 million worth of
outputs were exported overseas and to other regions in New Zealand, respectively.

A large share of New Zealand’s horticultural production is located in the Western Bay of Plenty
area. In particular, kiwifruit is the most important horticultural crop produced in the TCE with a
large number of kiwifruit orchards situated in Katikati, and scattered around the catchment. A
high proportion of the TCE is concentrated on kiwifruit production with a LQ of 9.68.

Similarly, avocado is also an important crop produced in the TCE with the majority of the total
national crop being produced in the combined Western Bay of Plenty District and Tauranga City
area (Smart Economy Strategy, 2007), with avocado production having a LQ of 6.77. For
example, Motuhoa Island is predominantly avocado orchards and is expected to be an
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increasing source of the fruit (Kuiper, The Orchardist, March 2010). Another predominant fruit
produced in the TCE is citrus, with a relatively high LQ of 2.54.

Sector Trends

As seen in Table 6.1, hectares of land used for kiwifruit and avocado production in the Bay of
Plenty region has increased substantially from 2002 to 2009. Especially, land used for kiwifruit
production has increased by 1,730 hectares over the period. This accounts for 84% of the
increased land area in total New Zealand kiwifruit production. In 2009, the Bay of Plenty region
accounted for 77% of total kiwifruit production land area in New Zealand and 52% of total
avocado production land area.

Table 6.1 Major Crops Planted in the BOP and NZ as at 2002 and 2009

Crop Type Bay of Bay of BOP % New New NZ %
(ha) Plenty Plenty Change Zealand Zealand Change
2002 2009 2002 2009
Kiwifruit 8,490 10,220 20.4% 11,840 13,290 12.2%
Avocados 1,610 2,160 34.2% 3,110 4,120 32.5%

Source: Statistics New Zealand (2010)

Land used for kiwifruit production has fluctuated over the past 20 years. In 2009, the Bay of
Plenty region had 8,130 hectares of green kiwifruit production land and 1,900 hectares of gold
kiwifruit production land (Agricultural Production Survey, 2011). In 2011, land area used for
green kiwifruit production decreased to 7,910 hectares while land area used for the gold
kiwifruit production increased to 2,170 hectares.

Horticulture and Fruit Growing Employment Trends
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Figure 6.1  Horticulture and Fruit Growing Employment Trends
Source: Market Economics Ltd. (2012)

Oranga Taiao Oranga Tangata 42




Employment in the sector has been declining steadily since 2000. By 2011, the employment
dropped 36.7% from the 2000 level to 1,675 MECs (see Figure 6.1). Kiwifruit, citrus and cut
flower orchards have all undergone decreases in employment over the last 15 years. However, a
significant portion of the trend is attributed to increases in productivity, where automation of
processes reduces labour requirements. In contrast, avocado orchards and plant nurseries have
shown a steady level of employment; largely due to increases in production significant enough
to offset any negative employment effects of increases in productivity. However, employment in
Other Horticulture and Fruit Growing decreased significantly. By 2011, the vegetable growing
sector had 60 MECs, while the stone fruit, apple, pear and grape growing sector had nearly zero
employment.

An important event for the sector was the outbreak of the PSA35 bacterial disease in November
2010. The outbreak caused serious damage to the industry, particularly to gold kiwifruit
growers in the combined Western Bay of Plenty District and Tauranga City area. Of the infected
orchards, 66 were in this area - 33 in Katikati, 31 in Tauranga and two in Te Puke (Proverbs,
2012). Subsequently, there was a sharp decrease in sales and the Horticultural sector as a whole
experienced a significant drop in orchard value. Especially in Katikati, by 2011 the value of gold
kiwifruit orchards had declined by around 35% compared to 2008, while orchard values in the
combined Western Bay of Plenty District and Tauranga City area declined by an average of 25%
(Western Bay of Plenty District Council, 2011).

Future Trends

As at 2016, there are no definite cures for the PSA bacterial disease. According to Zespri, making
a PSA-resistant kiwifruit is central to the future of the industry. Also, kiwifruit growers in
Katikati have been grafting new varieties of kiwifruit to combat PSA disease (Tahau, 2012).
Moreover, government assistance packages have been made available to kiwifruit growers
affected by the bacteria.

In a positive side, Free Trade Agreements (FTA) between New Zealand and export destination
countries will benefit horticulture and fruit producers in the TCE. According to the report by the
Horticulture Export Authority (2012), tariffs imposed on 5,400 commercial growers in New
Zealand by other countries cost each grower NZ$44,000 on average. The report also found
horticultural product exporters paid an estimated total of NZ$241 million in tariffs to importing
countries, an increase of 2.5% from the 2010 value of NZ$235 million, while export earnings
increased by 6% at the same time. With FTAs, horticultural profit and output are likely to grow
in the future.

3% Pseudomonas syringae pv. actinidiae
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Update to 2016

This statistical update applies for the “Horticulture and Fruit Growing” (ANZSIC 2006) sector,
which is closely equivalent to the ANZSIC 1996 original sector of the same name, used in the

above sector analysis.

Employment: 1,539
Employment Rank: 11th

GDP: $112m
GDP Rank: 14th

% GDP Growth (2011-2016): 20.72% pa
% GDP Growth Rank: 1st

Location Quotient: 1.57
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7. Livestock and Cropping Farming

Description
ANZSIC Codes covered:

Employment: 283
Employment Rank: 30t

* A0121-Grain Growing Average Growth Rate: -3.78%

e A0122-Grain-Sheep and Grain-Beef Cattle Farming

o A0123-Sheep-Beef Cattle Farming GDP: $8.1m
e A0124-Sheep Farming GDP Rank: 40t
e A0125-Beef Cattle Farming Interregional Exports: $0m

e  A0159-Mixed Livestock International Exports: $9.4m
Location Quotient: 0.24
Labour Productivity: 27.86
Value-Added Multiplier: 5.23

Main Commodity Supplied in TCE:

e Beef Cattle Farming

Economic Overview

Horticulture The Livestock and Cropping Farming sector occupies a small part of the TCE where
the share of the sector is small compared to the national economy with a LQ of 0.24.In 2010, the
sector employed 283 MECs, produced $32 million of total gross output, and contributed $8.1
million towards GDP. The main activities within Livestock and Cropping Farming are Beef Cattle
Farming (56.5% of the sector employment), Sheep-Beef Cattle Farming (17.7% of the sector
employment), and Sheep Farming (16.3% of the sector employment). The sector is comprised of
small privately-owned farms and no major companies.

Sector Trends

From 2000, employment in the Livestock and Cropping Farming sector remained relatively
steady until 2006 where average annual employment was around 450 MECs. From 2006 to
2009, the employment in the sector decreased around 35%. From 2009 to 2011, employment
remained steady around an average annual employment of 300 MECs (see Figure 7.1).
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Figure 7.1  Livestock and Cropping Farming Employment Trends
Source: Market Economics Ltd. (2012)

Future Trends

Employment in the Livestock and Cropping Farming sector is unlikely to recover from the
decrease in employment. In a recent quarterly Rabobank rural confidence survey (2012), sheep
and beef farmers were mostly pessimistic about future conditions of the sector with more than
half expecting their farm business performance to worsen and only 10% expecting an
improvement in 2013. In line with the survey, the sector lost around 60 additional employment
in MECs from 2012 to 2014. As at 2016, continued low global commodities prices puts pressure
on profitability of the sector and is unlikely to improve anytime soon.

Update to 2016

This statistical update applies for the “Sheep, Beef Cattle and Fruit Growing” (ANZSIC 2006)
sector, which is closely equivalent to the ANZSIC 1996 original sector, used in the above sector
analysis.

Employment: 348
Employment Rank: 26t

GDP: $12m
GDP Rank: 35th

% GDP Growth (2011-2016): 8.62% pa
% GDP Growth Rank: 7th

Location Quotient: 0.28
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8. Dairy Cattle Farming

Description Employment: 221

ANZSIC Codes Covered: Employment Rank: 35t
Average Growth Rate: -5.63%
e A0130-Dairy Cattle Farming

GDP: $16.4m

Main Commodity Supplied in TCE: GDP Rank: 34th

_ Interregional Exports: $0m
e Raw milk International Exports: $6.4m

Location Quotient: 0.2
Labour Productivity: 72.17
Value-Added Multiplier: 3.21

Economic Overview

With a LQ of 0.2, the Dairy Cattle Farming sector is a smaller part of the TCE, compared to the
New Zealand economy. In 2010, the sector employed 221 MECs and contributed $16.4 million
towards GDP. In Table 8.1, it is shown that the majority of the sector’s activity occurs in the
rural Western Bay of Plenty District with 67,512 cows compare to 4,039 cows in the Tauranga
City District in 2010. The number of cows in the two districts accounts for only 1.6% of the total
for New Zealand.

Table 8.1 Dairy Cattle Statistics by District

No. of No. of Total Av. Av. Av.
2010 Total Total ] )
. owner- share- effective herd effective COWS
Figures Herds i Cows .
operators milkers ha size per ha per ha
WBOP 200 136 64 67,512 23,693 338 118 2.85
Tauranga 14 9 5 4,039 2,060 289 147 1.96
NZ 11,735 7,677 4,058 4,528,736 1,638,706 386 140 2.76

Source: Dairy NZ (2011)

Sector Trends

Historical Dairy Cattle Farming employment from 2000 to 2011 is illustrated in Figure 8.1. The
number of people employed in the sector fell dramatically in the eight year period from 2000,
dropping 50.9% from 434 people to just 213 in 2008. Following high dairy prices from 2008 to
2011, the employment stabilised around 230 MECs.
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Dairy Cattle Farming Employment Trends

Figure 8.1  Dairy Cattle Farming Employment Trends
Source: Market Economics Ltd. (2012)

Future Trends

As at 2016, the dairy industry faced a major headwind in terms of low dairy product prices.
Historically, high dairy product prices over recent prior years had caused a strong global supply
increase, which subsequently caused an imbalance in demand and supply. It is uncertain how
long the dairy price will remain depressed. However, even if the prices recover in the future the
sector is likely to diminish as the long run trend of the TCE is moving away from sheep, beef and
dairy farming to horticulture and fruit farming.

Update to 2016
This statistical update applies for “Dairy Cattle Farming” (ANZSIC 2006), which is closely
equivalent to the ANZSIC 1996 original sector of the same name, used in the above analysis.

Employment: 259
Employment Rank: 30t

GDP: $27m
GDP Rank: 28th

% GDP Growth (2011-2016): 9.58% pa
% GDP Growth Rank: 5t

Location Quotient: 0.22

References
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9. Other Farming

Description
ANZSIC Codes covered: Employment: 245
) Employment Rank: 33rd
* A0141-Poultry Farming (Meat) Average Growth Rate: -2.44%
e A0142-Poultry Farming (Eggs)
e A0151-Pig Farming GDP: $7.2m
e A0152-Horse Farming GDP Rank: 41st
e A0153-Deer Farming Interregional Exports: $0m
e A0159-Beekeeping International Exports: $9.6m
e A0159-Livestock Farming
e A0169-Crop and Plant Growing Location Quotient: 0.88
e A0169-Cultivated Mushroom Growing Labour Productivity: 28.21
e A0169-Tobacco and Hops Growing Value-Added Multiplier: 5.06

Main Commodities Supplied in TCE:

o Beekeeping
e Deer Farming

Economic Overview

Similar to the previous two primary sectors, other farming activities are underrepresented
when compared nationally, with a lower proportion of people employed in this sector than the
New Zealand average as shown with a LQ of 0.88. In 2010, the sector employed 245 MECs in the
TCE, had a total gross output of $30 million, contributed $7.2 million towards GDP, and
exported nearly one-third of the total output overseas, at a value of $9.6 million.

The main activity within the sector is Beekeeping, where the activity has a proportionally higher
than average presence compared to New Zealand with an LQ of 3.56. The activity also provides
pollination services to the local horticulture sector through the hiring of bee hives. The activity
makes up nearly half the sector’s employment, with 120 MECs, and mainly consists of a number
of small companies. Some of the companies include: Giles Beekeeping in Tauranga, Ross
Apiaries 2009 Ltd. in Oropi, and Kiwifruit and Avocado Pollination Services also in Oropi.

The second significant activity is deer farming with 51 MECs and an LQ of 1.18. A major farm
within the TCE is Aratoa.

Major Employers in the TCE

Main employers in the TCE include Kiwifruit & Avocado Pollination Services, Ross Apiaries 2009
Limited, The National Beekeepers’ Association of New Zealand, Bay of Plenty Ward Executive
Council, Mossops’s and Aratoa Deer farm. Aratoa Deer Farm is a 400 acre commercial deer farm
situated in the Kaimai ranges. The farm operates tours as an insight into the deer industry in
New Zealand.
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Sector Trends

Over recent years, the sector had a gradual decline in employment numbers with an annual
average rate of change at -2.44% from 2000 to 2011 (see Figure 9.1). Within the sector,
Beekeeping activity had significant growth, going from employment of 53 MECs in 2000 to 120
MECs in 2011. In contrast, remaining activities within the sector had a significant decrease in
employment from 2000 to 2005, but stabilised from 2005 onwards. Between 2008 and 2009,
the sector had a significant increase employment, where Beekeeping activity added 41 MECs.

Other Farming Employment Trends

Figure 9.1  Other Farming Employment Trends
Source: Market Economics Ltd. (2012)

Future Trends

As at 2016, the sector benefited from high overseas demand for honey produced in New
Zealand. The main driver is increased demand for manuka honey indigenous to New Zealand
and Australia. Manuka honey occupies a high value in the honey market, with the biggest
markets being Australia, the United Kingdom, China and Hong Kong. As there are a limited
number of substitutes for manuka honey, beekeeping activity is likely to grow in the future
where both the price of honey and demand for locally produced honey is projected to increase.

The future prospects for other activities within the sector are grim as the TCE primary sector is
undergoing a structural change. However, as the other activities are already underrepresented,
it is unlikely these activities will decline much further. Consequently, the sector is likely to
experience growth, mainly from an increase in Beekeeping activities.
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Update to 2016

This statistical update applies for the “Poultry, Deer and Other Livestock Farming” (ANZSIC
2006) sector, which is closely equivalent to the ANZSIC 1996 original sector, used in the above
sector analysis.

Employment: 292
Employment Rank: 28t

GDP: $3m
GDP Rank: 45t

% GDP Growth (2011-2016): 11.56% pa
% GDP Growth Rank: 3rd

Location Quotient: 1.26
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10. Agriculture, Fishing, Hunting and
Trapping Services

Employment: 2,482

Description Employment Rank: 8th
ANZSIC Codes Covered: Average Growth Rate: 8.79%
e A0212-Shearing Services GDP: 70.6xm
e A0213-Aerial Agricultural Services GDP Rank: 19th
e A0219-Services to Agriculture Interregional Exports: $15.4m
e A0220-Hunting and Trapping International Exports: $3.2m

Location Quotient: 2.72
Labour Productivity: 27.32
Value-Added Multiplier: 3.78

Economic Overview

The Agriculture, Fishing, Hunting and Trapping Services sector is highly represented in the TCE
when compared nationally, with LQ of 2.72. This is largely due to the high number of businesses
providing the services to the rest of the Bay of Plenty region that are located in Tauranga City. In
2010, the sector employed 2,482 MECs, produced $190 million total gross output, and
contributed $70.6 million towards GDP. Within the sector, Shearing and Aerial Agricultural
Services are highly underrepresented, with respective individual LQs of 0.02 and 0.33. Hunting
and Trapping Activities are very small, with only 8 MECs in 2010. Consequently, almost all of the
employment in this sector comes from Services to Agriculture Activities. In particular, the sector
exported $15.4 million to other regions in New Zealand and $3.2 million to overseas. The
considerable export figure highlights that the TCE has a comparative advantage in Services to
Agriculture Activities.

Major Employers in the TCE

Companies such as Aldridge Agriculture in Pahoia, Bay Big Bales, Bill Webb Feed Solutions and
D’emden Contracting Ltd. provide silage, weed control, and cultivation services. Firms such as
Edgecumbe Spreaders Ltd., Muller & Associates Ltd., Fruition Horticulture Ltd., Bay of Plenty
Weed Control Ltd.,, and Spray-Tec Consultants Ltd. offer services to the horticulture industry
such as spraying, fertiliser spreading and horticultural consulting. The majority of employment
in this sector comes from fruit pickers, vine trimmers and packers for the kiwifruit and avocado
industries, employed for orchard owners by companies like Satara who have offices in Tauranga
and Katikati. North Island Mussel Processors has a factory in Tauranga which employs 200
seasonal staff. Seasonal employment figures for this sector are likely even higher, as an
estimated 12,000 people are employed in the kiwifruit sector during harvest season.
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Sector Trends

Employment increased slowly between 2000 and 2003, rising 19% (see Figure 10.1). In the next
three years, however, employment growth was much quicker, jumping 38.3% to 1,785 in 2005,
before dropping slightly to 1,675 and then continuing a steady 63.6% increase to 2,741 in 2011.
The steady growth seen in this sector can be attributed to the increasing incidence of orchard
owners and farmers hiring independent contractors rather than sourcing the necessary services
internally. In addition, favourable regional primary industry activities helped a sustained
historical growth in the sector.

Figure 10.1 Services to Agriculture, Fishing and Trapping Employment Trends
Source: Market Economics Ltd. (2012)

Future Trends

As at 2016, the sector suffered a major decrease in employment following the outbreak of PSA
disease on 5th November 2010. The disease has since spread throughout the Bay of Plenty
region, costing the industry an estimated $900 million. Around 1,250 orchards were identified
as having the virus, with just under half of New Zealand’s kiwifruit hectares on an orchard
identified with PSA. The effects of the outbreak had a substantial impact on both the
Horticultural and Agricultural Services sector. However, the Horticulture sector is projected to
recover in the future with increase in overseas demand for kiwifruit. As the Agricultural
Services sector is highly correlated with the Horticultural sector, the sector is projected to
recover in the future.
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Update to 2016

This statistical update applies for the “Agriculture, Forestry and Fishing Support Services”
(ANZSIC 2006) sector, which is closely equivalent to the ANZSIC 1996 original sector, used in
the above sector analysis.

Employment: 2,697
Employment Rank: 8t

GDP: $85m
GDP Rank: 16th

% GDP Growth (2011-2016): 4.83% pa
% GDP Growth Rank: 20t

Location Quotient: 2.87
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11. Forestry and Logging

Description
ANZSIC Codes covered:

Employment: 134

e A0301-Forestry Employment Rank: 38t
A Growth Rate: 0.559
e A0302-Logging verage Grow ate %

e A0303-Services to Forestry GDP: 13.2m
GDP Rank: 36th
Main Commodities Supplied in TCE: Interregional Exports: $0m

_ International Exports: $12.3m
e Rough-sawn timber

e Services of growing, maintaining and harvesting Location Quotient: 0.55

forests, as well as gathering forest products Labour Productivity: 93.10
Value-Added Multiplier: 3.76

Economic Overview

Although the Forestry and Logging sector is significant in the Bay of Plenty region as a whole,
the sector is relatively small in the TCE with an LQ of 0.55. The main activities within the sector
are Logging (56.6% of total sector employment), Forestry (38.3% of total sector employment),
and Services to Forestry (25.8% of total sector employment). In 2009, Tauranga City contained
212Ha of plantation forest, with the Western Bay of Plenty District containing 21,780Ha of
plantation forest36. Overall in the TCE, in 2010 the sector provided 134 MECs, produced $42
million gross outputs, contributed $13.2 million towards GDP and exported $12.3 million to
overseas.

Figure 11.1 illustrates location of major plantation forests in the TCE. The only major plantation
forest in the TCE is located on Matakana Island, where an American company, Blackly Pacific,
owns and forests around 4,000Ha of the 6,000Ha. According to the Western Bay of Plenty
District Council Policy and Planning Team (2012), in 2008 the company planned on subdividing
and selling residential lots on the island as closure of a mill within the island deteriorated
profitability of maintaining a plantation forest. Although the resource consent was granted in
2009, the proposed subdivision area remains forested as the matter was taken to the
environment court in 2011 and the court overruled the subdivision (Campbell, 2011).

36 Note: The TCE includes the Tauranga City area, but does not include the Western Bay of Plenty
District’s entire boundary (see Chapter 1.1 for boundary map).
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Major Employers in the TCE

Main employers in the TCE include Able Tasman Forestry Services Ltd.; Rayonier Ltd. (Matariki
Forests) (located at No. 42 in Figure 11.1); Bax Contractors; Blakely Pacific Ltd. (located at No. 3
in Figure 11.1); OTPP New Zealand Forest Investments Limited (located at No. 473 in Figure
11.1); and Honikiwi Forestry (located at No. 284 in Figure 11.1).

Figure 11.1 Location of Forestry and Logging Industries
Source: Ministry for Primary Industries (2008)

Sector Trends

Although the sector’s employment fluctuated over the period from 2000 to 2011, employment
remained relatively steady (see Figure 11.2). Looking at annual fluctuations in detail,
employment in the Forestry and Logging sector increased 42% from 152 MECs in 2000 to 216
MECs in 2002, amidst strong demand from the overseas export market. However, over the next
four years (2002 to 2006), employment in the Forestry and Logging sector fell by 45.7%.
Between 2007 and 2009, the employment in the sector remained relatively steady until it began
increasing again from 2009; by 2011, 162 MECs were employed in the sector.

Figure 11.2 Forestry and Logging Employment Trends
Source: Market Economics Ltd. (2012)
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Future Trends

The sector is likely to decline in the future as the TCE as a whole is undergoing an economic
structural change away from the sector. As such, the land occupied by the sector will be
reallocated for a more productive use. More importantly, Tauarnaga Catchment economy is
experiencing a growth in population and some of the land previously occupied by forestry and
logging sector could be used for future residential developments.

Update to 2016

This statistical update applies for the “Forestry and Logging” (ANZSIC 2006) sector, which is
closely equivalent to the ANZSIC 1996 original sector of the same name, used in the above
sector analysis.

Employment: 55
Employment Rank: 37t

GDP: $39m
GDP Rank: 25t

% GDP Growth (2011-2016):-1.91% pa
% GDP Growth Rank: 43rd

Location Quotient: 0.36
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12. Fishing

Description
ANZSIC Codes Covered:

A0411-Rock Lobster Fishing
A0412-Prawn Fishing
A0413-Finfish Trawling
A0414-Squid Jigging
A0415-Line Fishing

Employment: 151
Employment Rank: 36t
Average Growth Rate: -6.6%

GDP: $11m
GDP Rank: 38th
Interregional Exports: $1.4m

o A0419-Marine Fishing International Exports: $4.3m
* A0420-Aquaculture Location Quotient: 1.33
Labour Productivity: 65.74

Main Commodity Supplied in TCE: Value-Added Multiplier: 4.00

e Finfish trawling and line fishing

Economic Overview

The TCE has a comparative advantage in the Aquaculture and Fishing sector, where the region
benefits from the Port of Tauranga as well as the region’s proximity to the harbour. As such, the
sector has a relatively high labour productivity with $65,740 per worker. The majority of the
sector is concentrated in three activities: of the 151 MECs employed in the sector in 2010, 41%
were in Finfish Trawling, 35.8% in Line Fishing and 19.2% in Aquaculture. Both Finfish
Trawling and Line Fishing in the TCE have proportionally high representations with LQs of 1.34
and 2.76, respectively. Consequently, although the sector occupied only a small part of the TCE
in 2010, in terms of contributions to GDP ($11m) and employment (151 MECs), the sector was
proportionally bigger in the TCE than for New Zealand as a whole.

However, a key issue surrounding the sector is a co-management of Tauranga Moana. In 2008, a
mataitai reserve was established over waters surrounding Mt Maunganui and part of Tauranga
Harbour. Mataitai reserves are authorised under the Kaimoana Customary Fishing Regulations
and recognise traditional Mdori fishing grounds that are important for customary food
gathering. This allows the local Tauranga Moana iwi - Ngaiterangi, Ngati Ranginui and Ngati
Pukenga - to advise the Minister of Fisheries directly on how best to manage fishing in the local
area (Ministry for Primary Industries, 2008). Co-governance arrangements are also included in
the proposed Treaty of Waitangi settlement for iwi in the region.

Major Employers in the TCE
Sanford Ltd. operates out of Tauranga, and being one of the biggest fishing companies in the
country holds the largest number of the necessary quotas required to fish in New Zealand
waters. The company is responsible for the majority of the $4 million generated in export
earnings, and over the past seven years have adopted a Sustainable Seafood programme
which looks for innovative harvesting methods and the economically sustainable
protection of natural resources. Purse seine fishing and processing is the main focus of
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the Tauranga plant and fishing base. As such, purse seine varieties of Jack and Blue
Mackerel, Kahawai, and Skipjack Tuna comprise the largest volume species processed in
Tauranga. The plant also carries out vessel servicing and net repairing operations for
the purse seine fleet of five vessels and two inshore trawlers (Priority One, n.d.2). In
2012, Sanford and Sealord struck a deal to jointly buy out a new mussel processing company,
North Island Mussel Processers (NIMP), which was set to go into receivership. The deal
saved 20 full time and 200 seasonal jobs (Stuff News, Oct 2012). The processing plant in
Tauranga was the first in the world to operate an automated mussel-opening machine as part
of a $23 million investment to expand the facility in 2009 (New Zealand Herald, Oct 2012).

Sector Trends

Employment in the sector experienced a long steady decline, dropping from 279 MECs in 2000
to a mere 132 MECs by 2011 (see Figure 12.1). Specifically, Rock Lobster Fishing, Line Fishing
and Finfish Trawling activities have seen large decreases in employment over the time period.
In line with nation-wide growth in the aquaculture industry, employment in aquaculture
increased from 1 MEC in 2000 to 29 MECs by 2011.

Fishing Employment Trends

Figure 12.1 Fishing Employment Trends
Source: Market Economics Ltd. (2012)

Future Trends

An important trend occurring within the sector is the increase in labour productivity.
Subsequently, the sector’s value added remained stable as labour productivity offset the
decrease in employment. However, employment is likely to flatten in the future as the growth in
productivity reaches diminishing returns and continued expansion of the aquaculture industry
requires more labour. According to research by Environment Bay of Plenty, the Bay of Plenty
region has particularly suitable conditions for the aquaculture industry. The report estimated
that the aquaculture industry in the region had the potential to reach $250 million in export
sales by 2025. In response, Environment Bay of Plenty (now known as the Bay of Plenty
Regional Council) developed a regional strategy for the aquaculture industry. The strategy
focuses on determining the best species to grow in the Bay, the most effective technologies to
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use, collaborative opportunities throughout the region, and priority areas for development
(Priority One, n.d.1).

In 2009, a resource consent was granted to enlarge the Opotiki harbour entrance. The consent
allowed the development of a 3800 hectare mussel farm located 8.5km off the Opotiki coast.
While much of the industry is expected to be based in the Eastern Bay of Plenty, processing and
logistics opportunities will also provide significant economic benefits for the wider region.

At a national level, the industry is investing in research infrastructure specifically focused on the
discerning high-quality market with value-added products and more sustainable methods of
harvesting and processing. Recognition of the health benefits and therapeutic qualities of
seafood is also creating growth in this industry. The strategy of the fisheries industry in general
has been to capitalise on New Zealand’s international reputation of having clean unpolluted
waters by catering to high value, premium markets. Although the amount of seafood harvested
in New Zealand waters is not expected to grow significantly over the next few years,
employment opportunities and growth are still expected to be strong as companies diversify
and aquaculture production grows (Careers New Zealand, n.d). Export growth is likely to remain
stagnant as heavy competition from overseas markets continues to dictate price.

Update to 2016
This s