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ABSTRACT: Growth planning strategies in Australia and New Zealand’s major cities have chosen the 
path of urban consolidation in an attempt to reverse the environmental and economic effects of low 
density development, or ‘sprawl’. In the case of Auckland, policies designed to intensify the city have 
encouraged the development of medium density housing (MDH) and apartments in various 
configurations (Auckland Regional Council, 2000). Recent research suggests that these consolidation 
policies will achieve their social and environmental objectives, but that economic sustainability is a less 
certain outcome (Mead, 2004; Research Solutions, 2000). 
 
Preliminary findings of a price-tracking study developed to assess the investment security of the 
emergent housing typologies appear to confirm that there is cause to doubt the economic sustainability 
of MDH. From the combined resources of research in the subject area it is possible to identify several 
disparate causes for the investment instability of MDH, one of which is the concern expressed by 
householders relating to the market characteristics of MDH as a typology (Turner, 2004; Vallance, 
2005). The issues of density, and form of layout, are also addressed. 
 
Conference theme: Indicators of sustainable building. 
Keywords: urban housing; intensification; housing design economics. 
 
 

INTRODUCTION 
In pursuit of sustainable urban development, the regional planning authority for Auckland has adopted policies that 
promote the development of higher density housing: approximately 35,000 houses, or 30% of the total of all new 
dwellings have been built in intensified typologies in the last decade (Syme, 2005). In these schemes densities 
exceed 30 dwellings per hectare (dph), compared to the net residential densities in existing suburbs of between 7 
and 12 dph and thus qualify for the established definition of ‘medium density housing’ (MDH) from British and 
Australian literature (Judd, 1983; Judd, 1993; Colquhoun, 1991). The domestic character of ‘medium density’ housing 
appears to satisfy New Zealander’s taste for a modified form of suburbia in preference to buildings with explicit urban 
scale (Schrader, 2005). 
 
Market acceptance of this typology is a critical factor in the success of intensification policies, evidenced by the 
regularity of research studies carried out by the Auckland Regional Council (ARC) (Regional Growth Forum, 1998; 
Auckland Regional Council, 2000a; Auckland Regional Council, 2000b; Mead, 2004). The question of market 
perceptions of MDH is raised in a recent study commissioned by the ARC addressing issues of supply and demand: 
here, the authors conclude that “the benefits of living in and owning (MDH) … need to be defined,” and note, in the 
executive summary, the shortage of data on capital growth of intensive housing developments (Mead & McGregor, 
2004, p2). 
 
In economic literature, there is broad agreement on the position of home ownership as a cornerstone of the private 
domestic economy, and the principal vehicle for savings (Stretton, 1999; Troy, 1996). In addition, the home serves as 
a source of wealth accumulation, usually in the form of equity, by exchange value trading in the housing market 
(Maher, 1994); as is the case in Australia, housing policies in New Zealand have encouraged “widespread aspirations 
of home ownership”, partly through mechanisms such as “favourable taxation treatment of housing consumption and 
investment” (Maher, 1994; p.212). 
 
This paper argues that for medium density housing to successfully contribute to urban sustainability, its economic 
performance needs to achieve parity with other types of housing investments, not excluding a capacity to show 
capital growth performance at some comparable level.  However, anecdotal evidence gathered over a period of 4 
years has suggested that this is not the case. The paper presents an analysis of re-sale prices using a quantitative 
methodology and a study sample of 547 units, to estimate market responses to medium density housing. The 
analysis provides a platform for a discussion of design that considers the influence of the primary design parameters, 
in particular density and layout type, on market performance. 
 
HOUSING AND HOUSEHOLD ECONOMIES 
Three factors influence the evolution of higher density housing in Auckland. Firstly, investment in housing for owner-
occupation is a tradition in New Zealand: in consequence, the private wealth of most New Zealanders is closely 
associated with property, reflected in the high percentage of New Zealanders who own their homes {DTZ New 
Zealand, 2005, Housing NZ Corporation 2005); many also own a second house as an investment (a common 
aspiration amongst New Zealanders), usually to provide an income source in the future (Syme, 2005; Pawson, 2005).  
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Secondly, in individual household economies, capital growth of value, or house price inflation, is a leading benefit of 
property ownership in the private sector, also tending to create “… demand for housing for investment, (because of) 
rapid appreciation in value” (Megbolugbe, 1994). In New Zealand the rate of house price inflation has been higher 
than the annual rate of domestic inflation for most of the last decade, and in the period between 2003 and 2006, a 
price factor fluctuating at between three and five times the rate of domestic inflation (HNZC 2005). The prospect of 
capital appreciation is an influence in all market sectors, and, as Mead and McGregor have recognised, particularly 
an influence on the 50 plus age group, which is significant in the MDH market because this group “will drive most 
growth in the number of households”. The same group will also “want a house that protects their capital (equity) 
value” (Mead & McGregor, 2004;p36). 
 
The third factor relates to the context created by Auckland’s planning strategies. These aim to achieve sustainable 
development through increased housing density. In the theory of a market economy, the assumption is made that 
these objectives can be achieved without intervention by central government (Buhrs, 2000; Rowe, 2005). In the logic 
of this theory, this paper suggests that capital growth performance can be regarded as an indicator of economic 
sustainability, on the basis that investment in housing, whether for owner-occupation or for tenanting, is a market 
investment activity comparable to other investment activities.  
 
METHODOLOGY 
Rates of house price inflation are governed by demand and vary considerably in different areas of the country, and 
also in different suburbs within the major cities (Grimes, 2005). Within the Auckland region these variations reflect 
preferences of location rather than density: it is not evident from any data that smaller land ownerships in higher 
density developments correlate directly to value.  The methodology developed for this study is designed to identify 
differentials in rates of price inflation between different types of housing, and accordingly has been focussed on 
suburbs where a minimum of other factors are considered to have influenced variations.  
 
A “price tracking” analysis relating sales history to site data is used to measure and evaluate capital growth of value. 
Site development details, including “as-built” layout plans, are obtainable from public records, and the sales histories 
of individual properties are accessible from the Real Estate Institute of New Zealand (REINZ), and also the quasi-
government agency, Quotable Value NZ Ltd (QVNZ Ltd). Data retrieval based on individual property addresses, as is 
used here, identifies instances in which there have been multiple re-sales of the same property; these can be 
eliminated to avoid distortions in the trends revealed. 
 
Eleven developments have been selected to provide a study sample with a close focus on “average” schemes, by 
density, market position, and sub-urban location, ranging in size from 22 units to 110, and in density from 29 
dwellings per hectare (dph) to 85 dph. Most of the developments are located in central-southern, or west Auckland. 
The selection process identified the secondary variables as unit size (averaging 110-120m2 for a 3 bedroom unit with 
a single garage), unit type, (mostly terraced housing in 2 and 3 storeys), access and vehicular layout type, including 
footprint, and provision of private and public external space; broadly, developments included in this study are those 
that align closely to the emerging standard model for medium density housing.  
 
The three principal layout variations used in medium density housing (front access dual aspect terraced house type 
with integral parking up to 45 dph; front access dual or single aspect terraced house type with separate (‘remote’) 
parking; and the 3 storey townhouse with upper floor living spaces are each represented. Examples of the courtyard 
terraced house type (Melview Street), and a rear access layout (Winery Way) have been included to illustrate site 
design alternatives found occasionally in Auckland’s version of the MDH typology.  
 
At the lowest density in the sample, the unusual development at Caspian Close (29 dph) is included to demonstrate 
the possibilities at the maximum density attainable in detached housing layouts. A further layout variant is included to 
recognise the perception that gated developments offer a superior residential investment, possibly by offering higher 
standards of security. Gated schemes, an increasingly common development option in the larger projects, are 
represented by Soljak Place and Mays Road, which were both designed for gating, and Tuscany Towers, which was 
designed for, and built with, permanent public access, and where gates have recently been installed.  
 
Previous research provided the basic data for 49 schemes built between 1997 and 2004, ranging in size from 16 to 
110 units, and classified in four types of layout (Turner, 2004; Turner, 2005). Variations in price associated with 
location are a factor in first sale prices, but are not considered to significantly affect capital growth performance. 
Minor variations in build costs (which can affect external appearance) have a similarly small impact on capital growth.  
Selection criteria included a preference for developments that were approximately equal in price at the initial sale 
stage, a preference that excluded schemes in inner city suburbs where adjacent prices tend to be higher, and where 
rapidly changing market perceptions can generate sudden and sometimes extreme fluctuations in house prices.  
 
SOCIAL AND ECONOMIC FINDINGS FROM THE PRICE TRACKING SURVEY 
The Table below (Table 1) suggests that current market prices are settling at a figure close to $260,000 regardless of 
the original sale price or date. This trend towards a market ‘ceiling’ price affects, to their advantage, capital growth in 
schemes that sold originally at relatively low prices, (Mays Road, Onehunga, in particular), by tending to exaggerate 
growth performance with higher than average annual percentage gains. 
 
Several other trends can be identified in this statistical summary. Firstly, annual percentage increases, which have 
averaged 4.65%, (including the exceptional capital growth at Mays Road) over the six-year period, compare 
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unfavourably with other relevant economic indicators, for instance, mortgage interest rates (approximately 7.75% for 
the period), Reserve Bank floating interest rates (5.75%) and growth in open market share values on the NZ Stock 
Exchange. The figure compares particularly badly with the official figure for house price inflation in Auckland, which 
averaged approximately 14% per annum (REINZ, 2005), for the period (see Fig. 2 below).  
 
 

Table 1: illustrates the statistics drawn from the site plans and recorded sales data, 
arranged in ascending order by density (REINZ data) 

 

density number number rate of price: 1st average % gain % gain/ site & house type year of
(d/ha) of units of sales re-sale sales price 05 year parking type 1st sales

(%) ('000s) ('000s) (years)

1. Caspian Close New Lynn 29 32 13 5 201 262.3 32.9 4.11 detached, front access 1998 (8)
2.  Winery Way Henderson 40 82 21 12.8 246 280 13.8 6.91 terraced, rear access 2004 (2)
3. Tuscany Towers New Lynn 42 97 61 7.8 220 285.9 29.9 3.74 terraced, front access 1998 (8)
4. Melview Street New Lynn 44 22 21 13.6 215 276 26.4 4.73 courtyard terraced 1999 (7)
5. Rakich Place Ranui 48 39 4 n/a 230 245 6.9 2.17 terraced, front access 2003 (3)
6. Gunner Drive Te Atatu 61 24 27 18.7 192 237 23.4 3.91 terraced, front access 2000 (6)
7. Mays Rd Onehunga 65 110 58 8.7 163 237.3 45.6 6.51 terraced, remote pkg. 1999 (7)
8. Soljak Place Mt Albert 65 61 42 13.7 193 250 34.5 6.85 terraced, remote pkg. 2001 (5)
9. Lakeview Pl., New Lynn 80 30 36 20 199 251.2 26.2 3.74 3storey front access 1999 (7)
10. 3 Ambrico Place New Lynn 85 22 15 9.7 195 263 34.8 4.35 terraced, remote pkg. 1999 (7)
11. Krisley Court New Lynn 85 28 57 25.1 184 245 33.15 4.14 3storey front access 1998 (8)

totals 547 355 Av. 13.51 average 4.65%

 
A second observation is that there is no apparent price advantage to the developer in schemes that are either larger 
or smaller in size, suggesting that market perceptions are not influenced by scale of development. It might be 
expected that the reduced impact of smaller projects would carry some market advantage, but this does not appear 
to be the case. However, the Table indicates an approximate correlation between density and sale prices on 
completion of a development: these figures suggest a trend towards a decline in sales prices as density increases. 
While there may be several explanations for this trend, including an imprecise reflection from the statistics caused by 
the small scale of the study, it is suggested that the market value of the most densely developed schemes is 
depreciated by perceptions of over-crowding, and lower standards of amenity. A more comprehensive study of recent 
developments might further illuminate this issue.  

Figure 2: Capital Growth For Sample Developments With Local And Regional Trends
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Figure 2 illustrates the re-sales data as a graph, plotting the record of capital growth for four typical schemes against 
local median sales data and in the context of figures for the Auckland Metropolitan Region based on REINZ data 
(REINZ 2001). The graph suggests that MDH is consistently under-performing by a margin of between 30% and 
60%, confirming the trend identified in the table, and also the anecdotal reports referred to earlier. 
 
The sample used in this study clarifies some of the distinctions between sub-urban and medium density housing, and 
provides further insights into the social characteristics of MDH. For instance, although New Zealand society is 
relatively mobile (Perkins, 1999), rapid property re-sales indicate transient rather than stable communities (Mead & 
McGregor, 2004). The highest rates of re-sales may also point to an underlying dissatisfaction with the house 
purchase, despite reports suggesting that at least in some of these developments, residents are generally satisfied 
with their homes (Dixon, 2001). The rate of re-sale varies considerably between the developments, from 5% at 
Caspian Close, to 25% at 12 Ambrico Place. Omitting Rakich Place, where low turnover suggests a data 
discrepancy, the annual average is 13.51%, or about one house in eight.  
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Perhaps the most significant finding in this respect is that the lowest turnover rate coincides with the lowest density 
development in the sample, and that the two highest figures, 20% and 25.1%, relate to the two 3 storey townhouse 
schemes, where densities are at the highest point on the medium density scale. 
 
DISCUSSION AND DESIGN FINDINGS 
Considered as a group, these developments represent a cross-section of the MDH typology in Auckland in the lower 
and middle ranges of density. The architecture of this housing varies from the vigorously ‘unregulated popular 
eclecticism’ of some pseudo-vernacular housing produced under the rule of Design Guides in the United Kingdom 
(Forty and Moss, 1980), to the bland and anonymous ‘developer’s modern’ – with predictably dull results in many 
developments. Examples of the more adventurous architecture in this sample include the neo-classical Italian-ate 
Tuscany Towers, and Winery Way, Henderson, where a ‘collage’ development offers a small Art Deco block, 
Bretonesque terraces, traditional Dutch (stepped and curved gables) and ‘modern’, all within a scheme of only 82 
units. 
 

 
Source: author 

Illustration A: Art Deco block at Winery Way, Corban Village; Site Plan. 
 
In terms of relationships that can be identified between the primary design decisions – those that affect site layouts 
and parking, and the provision of public open space, for instance – and the market perceptions of value represented 
in the capital growth records, two issues emerge from this analysis, the first relevant to layout design, and the second 
reflecting current market attutudes. 
 
The general assumption by housing developers that the market prefers the front-accessed house type with an 
integral garage, (which represents the closest MDH model to a notional ‘ideal’ suburban house), is not confirmed in 
this study. From the Table (Fig.1), the three schemes with unconventional layouts and non-traditional house-types 
achieved the best annual capital growth figures in the study, albeit at a lower rate than other residential property in 
the city. 
 

 

Source: author 
Illustration B: Melview Street, New Lynn: diagrammatic site plan 

 
Studies carried out in Australia and the United States cited in Mead and McGregor (2004) indicate that the largest 
market for intensive housing is amongst younger age groups (20-30 year olds) and the “aging baby-boomers”, and it 
is suggested that these are both groups that will be prepared to experiment with a housing form that departs from the 
conventional suburban model. This study has found that the non-traditional layouts, particularly the rear access dual 
aspect scheme at Winery way, and the terraced courtyards at Melview Street, New Lynn, [illustration B] both at the 
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lower end of the density scale, provide interesting variations in the genre, and housing that is considered in the 
literature to be civilised, urban, and adaptable to higher densities (Colquhoun, 1999; Judd, 1983). 
 

 
Source: author 

Illustration C: Caspian Close diagrammatic site plan and typical house type. 
 
The Caspian Close development is an early example of MDH in its current form in Auckland, and has been included 
to illustrate the typology at the lowest point on the ‘medium’ density scale. Spatially, and architecturally, it makes 
references to the occasional examples of MDH in Auckland in the period between 1960 and 1991, and also to the 
Levitt Town tract housing in North America in the 1950s and 1960s. The layout attempts to offer the advantages of a 
detached suburban house with front access, openings on all four sides of the building, and opportunities for internal 
and external alterations, but (at this density) succeeds only in demonstrating the practical density limitations of 
detached housing development. The scheme suffers from over-looking, poor entrance design, confused vehicular 
circulation, lack of identity, and minimal, exposed private open spaces. It is suggested that the design compromises 
made necessary by the density are reflected in the poor performance of the scheme in the Table.  
 
However, the opportunity to individually modify the house, generally a restricted practice in MDH developments, is 
shown at Caspian Close to be an option taken up by some householders, with additions to living spaces, carport 
conversions into garages, and many DIY side- or rear garden enclosures evident in the scheme. Caspian Close also 
appears to have achieved the most stable community in the sample, as has been commented on above. 
 
In the context provided by these developments, and referring to the market responses to MDH, this paper has argued 
that the records of re-sales provided by the Table (fig.1) have relevance to the economic sustainability of Auckland’s 
new housing developments. In this discussion, it is apparent that the developments at the highest end of the density 
scale appear to generate more rapid turnover of property, without demonstrating advantages of capital growth (which, 
if found, could account for more frequent sales); and that one clear consequence of high turnover is constant change 
in the immediate community.  
 
A further observation relates to the market fixed ‘ceiling’ value attaching to houses in the sector, at present 
approximately $260,000. Future developments are likely to be adversely affected by a market maximum sale price: 
developers will be unwilling to accept higher construction costs or to set or agree to higher design standards if market 
prices are inflexible. The issues associated with capital growth suggested in this analysis have no apparent 
significance to the developer, but the perception that capital growth is unlikely to match that in other housing options 
could have the effect of driving more compact planning to deliver larger numbers per development.  
 
From this study, it is apparent that site density has an influence on value, and that perceptions of ‘crowding’ are 
significant in the market’s evaluation of a development. The selection of a type of site layout that is appropriate for 
MDH, rather than one based on traditional suburban planning, is not apparently an obstacle for house buyers, even 
when the resulting housing environment bears little resemblance to traditional housing.  
 
Finally, the accuracy of the statistics for property valuation and house price inflation routinely used by all the 
participating organisations is questioned. Approximately one third of house sales in Auckland are now classified as 
‘multi-housing’ sales (Mead, 2004). It would appear that these sales are embedded in the statistics provided by 
REINZ and QVNZ Ltd, rather than being separately identified. The non-separation of MDH would seem to have the 
effect of lowering the real rate of inflation of other properties. Similarly, if the MDH sales were extrapolated, the gap 
between MDH and other property values would increase. The case for intensive housing as a market investment 
would seem to be further weakened by this effect. 
 
CONCLUSIONS 
This paper has proposed that sustainable urban housing developments incorporate an economic dimension, partly, 
and crucially, defined by market performance, and also, that housing economics, and design, are inter-related. To 
people in the housing market, this relationship is defined by several factors that bear on the decision to buy, including 
the principle of parity in rates of capital appreciation. 
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A methodology has been outlined that analyses the joint effects of re-sale prices, house price inflation creating capital 
growth, and site density, as inter-acting elements in the market, perception of MDH. There appear to be ‘unintended 
consequences’ for social stability in some schemes, identified as developments where site density has been pushed 
to the physical limits of house type and site boundary. This high rate of property turnover may have some effect on 
perceptions of value, as well as on the prospect of community formation. 
 
Perhaps the most significant finding is not related to the architecture of MDH but to the indication from the price 
tracking statistics that capital growth of value occurs at one-third or less of the rate found in housing elsewhere in 
Auckland. In the domestic economy of New Zealand, where private wealth for most people is related closely to 
property ownership, it has been argued that capital appreciation is a measure of successful property investment. For 
the intensification strategies to be successful it may be necessary to identify the causes of the apparently weak 
market performance of the new MDH typology. 
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