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Transport and the shape of our cities

URBAN FABRICS
Metropolitan Area 20 km

Conceptual Combinations

of Three Urban Fabrics

AREAS AND DIMENSIONAL CIRCLES

Walking Urban Fabric

I core 0-14m)
I cooe (1:20m)

Transit Urban Fabric

Tronsit Urban Fobric
B 4o Romsh

Owuter Transit Urban Fabric
- ‘Mwl’mvﬂ.m

@@ Outer Tronsit Urbon Fabric
{Mietro, roil or light raif)

Auto Urban Fabric

Auto Urban Fabric (Over and
around the other fobrics)

Source: Newman, Kosonen and Kenworthy. 2016.



Housing and equity
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Plan for this talk

1. Why housing development is weird
2. How transport can affect housing development

3. Modelling impacts on housing development




Why housing development is weird

« Barriers to building new housing are pervasive

* The resulting scarcity of housing drives prices
above where they ‘should’ be




Empirical evidence on house price distortions
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Empirical evidence on house price distortions

Inflation-adjusted average price for standalone home, Auckland City
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Empirical evidence on house price distortions

Decomposing price changes

—Starting price level
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Empirical evidence on house price distortions

Decomposing price changes

—Starting price level ~——Change in building value
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Empirical evidence on house price distortions

Decomposing price changes

—Starting price level —Change in building value ——Change in hedonic value of site
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Empirical evidence on house price distortions

Decomposing price changes

—Starting price level ——Change in building value ——Change in hedonic value of site ——Change in price distortion
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Many frictions to housing development

 Location, location, location




Many frictions to housing development

« Subdivision is persistent and housing is durable
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Many frictions to housing development

 Land use regulations limit what can be buiit




How transport can affect housing development

« Demand-side effects: More people want to live in
newly accessible places

« Supply-side effects: Transport overcomes barriers to
competition in housing development markets




Demand-side effects
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Most analysis focuses on demand-side effects

Predicted change in distribution of growth
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Supply-side effects
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Mechanisms for supply-side effects

 Improved transport access makes alternative sites
more substitutable, reducing local market power

 Transport projects unlock rezoning that increases
housing capacity




Modelling impacts on housing development
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Modelling impacts on housing development
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Modelling impacts on housing development
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Modelling impacts on housing development
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Current parameter estimates

Parameter Estimate First-order interpretation
Impact of longer travel times -0.12 A 10% decrease in travel times to
on location choice (f3) all other locations will increase

local housing demand by 1.2% x
average starting travel time

Impact of higher house -4.35 A 10% increase in local house
prices on location choice (y) prices will decrease local housing
demand by over 40%
Impact of increased density 0.69 House prices must rise by 6.9%
or tighter zoning on housing to accommodate a 10% increase
supply cost () (altestimate: in density, unless zoning is
| 0.24) relaxed




Some simple simulations

Impact of a 20% reduction in travel times to all other zones
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Concluding thoughts

1. Housing supply dynamics are important for predicting
the land use impacts of transport projects
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development benefits by overcoming barriers to supply




Concluding thoughts

1. Housing supply dynamics are important for predicting
the land use impacts of transport projects

2. Transport projects can generate additional housing
development benefits by overcoming barriers to supply

3. These dynamics can be captured in relatively simple
models
... but estimating model parameters is challenging!




Questions?

peter.nunns@wcc.qovt.nz

with grateful thanks to ENZ-TG for funding assistance




