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1 Summary

This report, commissioned by Grow Wellington, provides an economic profile of the Wellington
Region in 2008. It also provides the first set of an ongoing series of economic environment indicators
that will allow a more timely assessment of the Regio

Finally, the report considers four sectors of particular relevance to the Regional economy.

In 2008, the Wellington Region was home to 456,000 people. It employed 222,000 full-time
equivalent workers in 2008, producing $22.8 billion in GDP from 51,000 businesses.

1. KEY PERFORMANCE INDICATORS

The Regionébés performance in 2008 was mixed across key
numbers, employment, and labour productivity growing strongly. With slower than national population
growth, the Region enjoyed solid GDP per capita growth of 1.8 percent. Average business size

continued to fall as it did across the country.

Over the decade to 2008 the Wellington Region achieved particularly high increases in labour
productivity, business units, and GDP per capita growth. Employment and total GDP grew slightly

slower than throughout New Zealand.

11 ECONOMIC ENVIRONMENT INDICATORS

The Wellington Region has not been immune to the general slowdown across the globe.
Nevertheless, the Region is holding up better than the country as a whole on several indicators. The
unemployment and labour force participation rates are still well ahead of those seen nationally. Retail
sales in the latest quarter were positive in an overall negative environment. Similarly, guest nights are

up as they fall country-wide.

Unfortunately, on a range of other indicators, the downturn is as evident in Wellington as it is
elsewhere. The drop in new vehicle registrations, house sales and house prices is indicative of a loss
in consumer confidence. Similarly, infrastructure consents, whether residential, non-residential, or

non-building, are down substantially.

1.2 POPULATION INDICATORS

The natural increase in population in the Region in the last year (3,990) has been offset by a
significant net migration out of the Region (-590), for an overall increase of around 3,400 in the June

year.

School rolls were almost unchanged in 2008, and have seen growth similar to the national trend over

the last 10 years.
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1.3 INDUSTRY GROWTH AND CONCENTRATION

Oil and gas exploration employment and the resultant rise in GDP, dominated industry growth in
2008. Although there is no exploration in the Region, a humber of oil and gas businesses have their
headquarters here. The storage industry has also seen employment increase strongly in the latest

year.

With Wellington Cityds role as the nationése3apital,

times more likely to be employed in government administration than they would be elsewhere in New
Zealand. A far higher proportion of workers are also employed in oil and gas, rail, and water transport
than nationally. D u ebart eaviranthent, IlRveancentnatidrss oflermplogmest y

occur in primary industries.

1.4 KEY SECTORS

Four sectors in the Region i food and beverage, education, non-food manufacturing, and screen and

digital technologies i have had mixed fortunes in recent years.

Growth in employment and business units has occurred in education over the last year and the
decade. The food and beverage sector has seen employment and business units rise by 2.1 percent
and 1.7 percent respectively over the last 10 years. Non-food manufacturing has battled in an
environment of unfavourable exchange rates, with employment and business units declining since

1998. Screen and digital technol ogiesd empl oyment

business numbers have almost doubled since 1998.
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2 Introduction

This report, commissioned by Grow Wellington, provides an economic profile of the Wellington
Region in 2008. It also provides the first set of an ongoing series of economic environment indicators
that will allow a moretimelyas sessment of the Regionb6s economi

Finally, the report considers four sectors of particular importance to the Regional economy.

Secton3o0f the report | ooks at several annual key

performance in 2008 and over the decade since 1998.
Section 4 introduces a range of economic environment indicators that will be monitored on a quarterly
basis. Indicators are grouped under the sub-headings of labour market, domestic spending and

confidence, infrastructure and investment, and external connections.

Section 5 describes population and school roll growth over the last year and decade, while sections 6

and 7 focus on the largest, fastest growing, and most and least concentrated industries in the Region.

Finally, sections 8 to 11 take an in-depth look at four sectors in the Region 7 food and beverage,

education, non-food manufacturing, and screen and digital technologies.
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3 Key performance indicators

We consider several measures of economic performance for the Wellington Region and compare
these to the New Zealand averages in both the short-term (2008) and the long-term (1998 to 2008).

3.1 RECENT PERFORMANCE

Table 3.4 presents the economic performance of the Wellington Region in the year to March 2008,

compared with the performance of New Zealand as a whole.

Table 3.1 Wellington Region performance 2008

%pa for 2008 year
Wellington New
Key Performance Indicators Region Zealand
Resident population growth 0.7 1.0
Real Value Added (GDP) growth 2.6 3.2
GDP per capita growth 1.8 2.2
Employment growth 0.8 0.8
Employee count growth 2.0 2.0
Productivity growth 1.9 2.5
Business units growth 1.6 1.4
Business size growth -0.8 -0.6

source: BERL Regional Database, Statistics NZ

The Wellington Region achieved growth across all but one of its key performance indicators (KPIs) in
2008.

The Regionds best result was in business numbers, up
increase of 1.4 percent. Other strong performances were in employee count and employment growth,
where the Region matched the national growth rates of 0.8 percent and 2.0 percent respectively.

GDP was also up strongly, although the gain was slightly below the national rate.

Labour productivity grew almost 2.0 percent in the year, while slower than national population growth

resulted in a GDP per capita rise more in line with national changes.

Business size fell by 0.8 percent in the Region, as the number of business units expanded more

rapidly than employment.
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3.2 LONG-TERM PERFORMANCE

Over the long-term (199802 008) , t he Wel | i

ngton Regionbés perfor man

national trends. Once again, only business size has recorded a negative result.

Table 3.2 Wellington Region performance, 1998 to 2008

%pa for 1998-2008

Wellington New
Key Performance Indicators Region Zealand
Resident population growth 1.0 1.2
Real Value Added (GDP) growth 2.9 3.3
GDP per capita growth 1.9 2.0
Employment growth 1.9 2.4
Productivity growth 1.2 1.0
Business units growth 2.9 3.0
Business size growth -1.0 -0.6

source: BERL Regional Database, Statistics NZ

Real GDP grew at almost 3.0 percent a year over the 10 years to 2008. This strong increase in GDP

was the result of solid gains in employment and labour productivity across the decade.

The number of businesses grew as fast as GDP growth, and faster than employment, resulting in a

smaller average business size. This was as the economic boom between 2002 and 2007 encouraged

many people to establish their own businesses.
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3.3 INDUSTRIES IN 2008

Table 3.3 breaks down employment, GDP and business units within the Wellington Region at the 16-

industry level.

Table 3.3 Industry summary indicators, 2008

GDP Business
Sectors FTEs % (2008$m) % units %
Primary 4,233 1.9% 650 2.8% 2,754 5.3%
Manufacturing 15,502 7.0% 1,597 7.0% 1,993 3.9%
Electricity, gas & water supply 1,267 0.6% 532 2.3% 57 0.1%
Construction 17,343  7.8% 920 4.0% 5,613 10.9%
Wholesale trade 11,150 5.0% 1,246 5.5% 1,849 3.6%
Retail trade 21,603 9.7% 1,168 5.1% 4,750 9.2%
Accommodation, cafes & restaurants 9,580 4.3% 311 1.4% 1,405 2.7%
Transport & storage 7,067 3.2% 880 3.9% 1,563 3.0%
Communication services 4,772 2.1% 1,924 8.4% 451 0.9%
Finance & insurance 11,706 5.3% 2,648 11.6% 3,429 6.7%
Property & business services 42,049 18.9% 5,228 22.9% 19,460 37.8%
Cultural & recreational services 7,399 3.3% 475 2.1% 2,228 4.3%
Personal services 10,960 4.9% 419 1.8% 2,387 4.6%
Government administration & defence 23,198 10.5% 2,952 12.9% 359 0.7%
Education 15,206 6.9% 722 3.2% 1,057 2.1%
Health & community services 18,940 8.5% 1,160 5.1% 2,163 4.2%
Totals 221,974 100.0% 22,833 100.0% 51,518 100.0%

source:BERL Regional Database, Statistics NZ

Property and business services accounted for 18 percent of all employment in the Region in 2008.
The relatively high labour productivity ($88,000 in GDP per FTE) in this industry ensured that the

industry produced an even larger portion of GDP, at $5.23 billion, or 23 percent. In addition, the small

business size which characterises the industry means that it had more than one-third of all

businesses.

As the seat of government, the Region has a high proportion of central government employment,

shown by the industryos

position as

t he

second

administration and defence contributes $2.95 billion to GDP, while the large size of government

business units (64.6 FTEs per unit) means that their relative share of businesses is small, at 0.7

percent.

Table 3.4 shows the average labour productivity and business size across each of the 16 industries

as well as the Regional averages.
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Table 3.4 Labour productivity and business size, 2008

Labour

productivity Business
Sectors (2008%) size
Primary 153,625 15
Manufacturing 103,029 7.8
Electricity, gas & water supply 420,073 22.2
Construction 53,068 3.1
Wholesale trade 111,716 6.0
Retail trade 54,057 45
Accommodation, cafes & restaurants 32,448 6.8
Transport & storage 124,535 4.5
Communication services 403,180 10.6
Finance & insurance 226,225 3.4
Property & business services 88,035 2.2
Cultural & recreational services 64,240 3.3
Personal services 38,248 4.6
Government administration & defence 127,259 64.6
Education 47,454 14.4
Health & community services 61,270 8.8
Average 95,989 4.3

source:BERL Regional Database, Statistics NZ

The highest labour productivity figures are for electricity, water and gas supply, and for
communication services. These two industries are characterised by particularly large capital

investments, meaning the GDP per FTE in each is high.

The largest businesses in the Region are typically in government administration and defence, with
head offices for government departments and ministries based in Wellington City. Electricity, gas and

water supply, as well as education businesses, also have especially large average business sizes.

3.3.1 Business unit growth

Figure 3.1 shows the indexed change in business unit numbers at a regional and a national level

over the 14 years since 1994.
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Figure 3.1 Business unit growth, 1998 to 2008
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Business unit growth in the Region has followed a pattern almost identical to that seen nationally.
Over the 14 years, the number of businesses in the Region has risen 60 percent, compared with a 62
percent increase nationally. Gains were particularly strong between 2002 and 2006, averaging 4.5

percent a year.

3.3.2 Business size

Table 3.5 presents the size of businesses in the Wellington Region by number of employees by

industry. National comparisons are also provided.

Table 3.5 Number of businesses by number of employees, 2008

Business units by business size

Industry 0 1to5 6to9 10to 19 20to 49 50to 99 100+
Agriculture 1,919 590 92 45 17 2 0
Mining 62 17 3 4 2 1 0
Manufacturing 858 587 189 175 111 44 29
Electricity, Gas and Water 26 11 8 4 4 1 3
Construction 3,280 1,715 275 216 97 24 6
Wholesale 730 655 219 138 74 22 11
Retail 1,772 1,743 613 409 140 36 37
Accommaodation, Cafes and Restaurants 360 406 202 247 149 32 9
Transport and Storage 1,020 312 76 62 57 28 8
Communication Services 316 57 21 17 26 7 7
Finance and Insurance 2,836 373 66 74 41 16 23
Property and Business Services 15,725 2,559 433 355 237 76 75
Government Administration and Defence 18 43 30 66 85 55 62
Education 286 249 146 161 149 35 31
Health 995 614 188 177 109 43 37
Cultural and Recreational Services 1,635 338 63 93 70 17 12
Personal Services 1,105 867 190 133 61 16 15
TOTAL 32,943 11,136 2,814 2,376 1,429 455 365

% of total 63.9 21.6 5.5 4.6 2.8 0.9 0.7

national 64.2 22.5 5.3 4.4 2.4 0.7 0.5

source: BERL Regional Database, Statistics NZ
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The profile of business sizes in the Wellington Region is almost identical to the national picture.
Almost two-thirds of businesses have no employees. In other words, they are owner-operated.
Almost half of these owner-operated businesses are in property and business services, with large

numbers in construction, as well as finance and insurance.

Interestingly, the property and business services industry also has the largest number of large

businesses, defined as those which employ 100 or more people. Government administration and

defence in the Region has a significant number of large business units, no surprise given Wellington

Cityébs role as seat of government, with its resultant

Figure 3.2 shows the proportion of employees working at various sizes of business.

Figure 3.2 Employees by business size, 2008
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Empl oyment in the Region tends to be in | arger busine

role as headquarters for many government agencies. Almost 40 percent of employees (89,700) work
at large businesses i those with at least 100 employees. These are typically government
departments and business services organisations. A further 31 percent (74,200) work at mid-sized
businesses employing 20 to 99 employees. One third of employees (78,900) work at businesses with
fewer than 20 employees. It is important to note that this graph does not include owner-operated
businesses, where the employee count is zero. Table 3.5 suggests that a further 32,900 people

work at businesses with no employees (as owner-operators).
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4 Economic environment indicators

This section introduces a range of indicators that are updated regularly, and thus provide a more up-
to-date picture of changes in the economic environment.

Table 4.1 summarises these indicators for the Region, and compares this performance to that seen
nationally. Latest figures refer to the last three months, or changes in the last three months over the
same period a year before. Trend figures refer to changes in the last year over the year before.
Indicators are grouped into labour market, domestic spending and confidence, infrastructure and
investment, and external connections.

Table 4.1 Economic environment indicators summary, latest

Wellington Region New Zealand
Indicator Date Latest Trend Latest Trend
percent
Labour market
Unemployment rate Dec 08 3.6 na 4.3 na
Labour Force Participation rate Dec 08 72.1 na 69.7 na
percentage change
Unemployment beneficiaries Dec 08 28.3 -8.0 34.1 -7.5
Mean quarterly earnings Deco7 _ 38 45 | 50 51
Domestic spending and confidence
Nominal retail sales Dec 08 1.7 55 -1.5 14
Vehicle registrations Dec 08 -23.2 -19.0 -25.9 -17.0
House sales Dec 08 -37.2 -36.5 -35.7 -39.1
House prices Decog 26 01 | 45 20
Infrastructure and investment
New dwelling consents Dec 08 -54.2 -6.3 -42.3 -27.9
Non-residential consents (number) Dec 08 -9.9 -12.4 2.5 3.8
Non-residential consents (value $ m) Dec 08 -48.0 -35.6 -3.4 12.6
Public transport use Decog8 _ 31 53 | na_____na
External connections
Guest nights Dec 08 4.7 5.2 -1.3 25
Wellington Airport passenger numbers Dec 08 2.3 12.2 na na
Volume of port imports and exports Dec 08 -1.3 2.3 7.7 6.0

sources: Statistics NZ, NZTA, REINZ, GWRC
The unemployment rate in the Wellington Region, at 3.6 percent in December 2008, remains well

below the national figure of 4.3 percent. Similarly, the participation rate remains higher, at 72 percent
compared with the national average of 70 percent.
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Unemployment beneficiary numbers in the Region are up dramatically in the latest quarter on a year
ago, by 28 percent. Rises in unemployment beneficiaries have been even more rapid nationally, up
34 percent. Nevertheless, the annual figures to December are still down around 8.0 percent on the
year to December 2007. With the recent slowdown around the country, however, we would expect

these figures to deteriorate over the coming months.

Mean quarterly earnings rose 4.5 percent in the Wellington Region in the year to December 2007,
compared with an even faster 5.1 percent increase nationally. This was during a period in which the
labour market remained unusually tight, with record low unemployment. We anticipate these numbers

to fall over the next few quarters as the labour market weakens.

The domestic spending and confidence indicators are not particularly positive. Vehicle registrations
are down in the short-term and the long-term, regionally and nationally. Nominal retail sales in
Wellington Region are still enjoying some growth despite the slowing economy. The national picture,
dominated by a poorly-performing Auckland Region, is more gloomy. The slump in the housing

market is evident throughout. House prices and sales are down across the board.

Infrastructure and investment indicators including residential and non-residential consent numbers
have fallen strongly in the Region, while non-residential consents have achieved some growth
nationally. The values of non-residential consents have decreased by almost half in the Region in the

latest quarter compared with a year ago.

External connections remain largely positive. Despite the national slowdown in tourism, the Region is
still seeing some growth. Guest nights were up 4.7 percent in the December quarter compared with
the same period a year earlier. Similarly, passenger numbers are still rising on a latest and trend
basis, while export and import volumes through the Region show mixed results.

4.1 LABOUR MARKET

This section looks at changes in the labour market over the last several years.

Table 4.2 presents data on employment, unemployment, and labour force participation rates (LFPR)

for the Region and New Zealand as of December 2008.

Table 4.2 Labour force summary, December 2008 quarter

Labour Force Not in )
labour Working- Unemploy
Employed Unemployed Total force age pop. LFPR ment rate
Area 000 percent
Wellington Region 277.3 10.5 287.7 111.3 399.1 72.1 3.6
New Zealand 2,207.2 99.4  2,306.6 1,003.4 3,310.0 69.7 4.3

source: Statistics NZ
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A total of 277,000 people were employed in the Region in December. Around 10,500 were
unemployed, for a total labour force of 288,000, and an unemployment rate of 3.6 percent. With
111,000 working age people not in the labour force, the LFPR stood at 72 percent.

The Region achieved better than New Zealand overall in both LFPR and the unemployment rate.

Figure 4.1 presents 12-month running averages of the LFPR for the period 2003 to 2008. It

compares the Regionds LFPR with that of New Zeal and.

Figure 4.1 Labour force participation, 12-month running average, 2003 to 2008
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Throughout the last five years, the Wellington Region has had an LFPR well ahead of the national
average, with the closest similarity occurring in late 2005 to early 2006. Over the year to December

2008, the Regional LFPR was 70.1 percent, compared with the national average of 68.6 percent.

Figure 4.2 shows the change in the running annual average number of unemployment benefit
recipients in the Region between 2001 and 2008.
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Figure 4.2 Unemployment beneficiaries, 12-month running average, 2001 to 2008
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As the national and regional economies strengthened through 2003 and 2004, the number of
beneficiaries fell from more than 12,500 to just 5,280 by December 2004. Numbers fell further, to just
2,830 in June 2008, less than one-quarter their 2001 levels.

In the last two quarters, however, beneficiary numbers have risen. As a result, the average number of
benefit recipients for the December 2008 year was up slightly, to 3,100.

Average annual earnings of the employed have been well above the national average over the last

seven years although the gap has narrowed somewhat, as Figure 4.3 points out.

Figure 4.3 Running average annual earnings, 2000 to 2007
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Average annual earnings in the Wellington Region grew from $37,800 in the June 2000 year to
$48,600 in the December 2007 year, an average increase of 3.4 percent a year. Over the same
period, New Zealand average annual earnings rose 3.9 percent a year, from $32,300 a year to
$42,900 a year.

We expect earnings growth to slow somewhat as the labour market loosens up. The lower earnings
growth in the latest quarter compared to a year earlier (up 3.8 percent) relative to the year-on-year
earnings rise (4.5 percent), suggests that this is happening already (see Table 4.1 ).

4.2 DOMESTIC SPENDING AND CONFIDENCE

This section looks at two indicators in the retail environment i nominal retail sales, and new vehicle

registrations i as well as housing indicators, all pointers to consumer confidence.

Table 4.3 presents the changes in the running annual totals for the retail indicators for the latest year
and the decade.

Table 4.3 Consumption spending indicators, 12-month running totals, 1998 to 2008

Year ending %pa change
Dec-07to  Dec-98 to

Retail indicators Dec-98 Dec-06 Dec-07 Dec-08 Dec-08 Dec-08
Wellington Region

Retail sales 4,834 6,537 6,951 7,332 5.5 4.3

New vehicle registrations na 18,979 18,429 14,919 -19.0 na
New Zealand

Retail sales 38,566 61,273 65,046 65,977 14 5.5

New vehicle registrations na 200,194 197,836 164,238 -17.0 na

source: Statistics New Zealand, NZTA
Retalil sales in the Region grew 5.5 percent year on year despite the economic slowdown. The far
lower national average of 1.4 percent was largely due to the poor sales in the Auckland Region (down

1.9 percent).

Vehicle sales were down dramatically at regional and national levels as people delay buying new cars

due to the prevailing economic uncertainty. Figures are down even more sharply on 2006 numbers.

Figure 4.4 presents the indexed change in annual nominal retail sales for the Wellington Region and
New Zealand for the last 10 years.
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Figure 4.4 Nominal retail sales growth, 1998 to 2008
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In the first half of the 10-year period, retail sales in the Wellington Region grew significantly slower
than the national average. By the end of the January 2006 year, retail sales were up 29 percent over
the December 1998 year in the Region, but 53 percent throughout New Zealand.

However, growth in Wellington has been far better since, narrowing the gap from 24 percent in the
January 2006 year, to 19 percent in the December 2008 year. With national retail sales appearing to

flatten out more quickly than regional sales, this gap may well close further.

The recent slowdown is evident from the flattening off seen in the national and regional retail figures.
As the graph shows annual running totals, the downward turn in the last two months is not as obvious.
Wellington Region retail sales were down on figures for the previous year in both November and
December, for instance.

Figure 4.5 shows the indexed change in annual new vehicle registrations for the Wellington Region
and New Zealand for the years 2002 to 2008.
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Figure 4.5 New vehicle registrations growth, 2002 to 2008
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New vehicle registration patterns have been almost identical in the Region to what has been seen
nationally over the last six years. After peaking in the April 2004 year, sales began to drop off slowly,
apart from a small recovery in late 2005. Since the May 2006 year, sales have dropped away more
rapidly, with the decline since the February 2008 year being particularly sharp.

House prices and sales, as well as the time taken for a house to sell, act as good indicators of
consumer confidence. A house purchase is the largest investment most people make in a lifetime,
and therefore heat in the housing market is a good indicator of how confident people feel in the
immediate future of the economy.

After several boom years, the housing industry is enduring a drastic slowdown, a fact borne out by all
the figures in this section.

Table 4.4 summarises changes in the regional and national housing markets for the latest year and
the last decade.
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Table 4.4 Housing market summary, 12-month running totals, 1998 to 2008

Year ending %pa change
Dec-07to  Dec-98 to

Housing Dec-98 Dec-07 Dec-08 Dec-08 Dec-08
Wellington Region

House sales 10,140 10,130 6,434 -36.5 -4.4

House prices 163,972 374,874 374,679 -0.1 8.6

Days to sell 30.8 27.4 47.1 72.2 4.3
New Zealand

House sales 68,466 92,101 56,056 -39.1 -2.0

House prices 165,144 345,120 338,299 -2.0 7.4

Days to sell 44.8 31.9 48.8 52.8 0.8

source: REINZ

House prices and sales dropped off across the board during 2008. Sales fell by almost two-fifths
nationally and in the Wellington Region. Prices fell slightly in the Region (-0.1 percent) and more

significantly at a national level (-2.0 percent).

The number of days required to sell a house are another clear pointer to levels of consumer
confidence. The days required to sell a house rose by 72 percent in the Region over 2008. It took 20
days more to sell a house in 2008 than in 2007. Overall it still takes two days longer to sell a house

nationally than in the Region.

Figure 4.6 shows the indexed changes in house prices in the Wellington Region and New Zealand
for the 10 years to December 2008.

Figure 4.6 House price growth, 1998 to 2008
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The pattern of house price growth for the Region and the country as a whole has been almost
identical. By the August 2008 year, house prices in the Region were 131 percent higher than in the
December 1998 year. Nationally, prices were 109 percent higher. Since that peak, prices have

dropped slightly, at both a regional and a national level.

These annual figures hide the stronger decline in prices in recent months. Wellington Region prices
were down 2.6 percent in the December quarter compared with the same quarter the year before.
National prices were down 4.5 percent (see Table 4.1 ).

4.3 INFRASTRUCTURE AND INVESTMENT

This section looks at two areas of infrastructure and investment i construction and public transport

use.

43.1 Construction

Table 4.5 presents a range of annual construction indicators for the Wellington Region and New

Zealand.

Table 4.5 Consents summary, 12-month running totals, 1998 to 2008

Year ending %pa change
Dec-07to  Dec-98 to
Building consents Dec-98 Dec-07 Dec-08 Dec-08 Dec-08
Wellington Region
Residential - number 2,254 2,132 1,997 -6.3 -1.2
Non-residential - number 239 468 410 -12.4 55
Non-residential - value ($m) 160 386 249 -35.6 4.5
Non-buidling construction - number 286 485 483 -0.4 5.4
Non-building construction - value ($m) 10.2 56.0 23.3 -58.4 8.6
New Zealand
Residential - number 20,749 25,590 18,456 -27.9 -1.2
Non-residential - number 5,248 8,124 8,429 3.8 4.9
Non-residential - value ($m) 1,425 2,906 3,272 12.6 8.7
Non-buidling construction - number 3,554 4,889 4,952 1.3 3.4
Non-building construction - value ($m) 249 429 550 28.2 8.2

source: Statistics New Zealand

As with housing statistics, most indicators point down in the latest year. In the Region, the number of
residential consents in 2008 was down 6.3 percent on 2007. Non-residential consents were down
one-eighth, and non-residential values were down one-third. Residential consents have plummeted

28 percent in a year at a national level, while non-residential figures have held up much better.

Over the 10 years since 1998, however, the general trend in non-residential consents has been up, at

around 5.0 percent a year, as highlighted in Figure 4.7 .
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Figure 4.7 Non-residential consents growth, 1998 to 2008
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The growth in the number of non-residential consents has been higher in the Wellington Region than
in New Zealand overall since 1998, apart from in 2002. Despite the sharp falls in non-residential
consent numbers in recent months, Wellington consents were up 72 percent in the December 2008

year over December 1998 levels. Nationally, consents were up 61 percent.

On the non-building construction side, the latest year has seen consents in the Region flat in number
terms, but cut in half in dollar terms. This is not so much an indicator of a slowdown, as a result of
exceptionally high consent values in 2007 ($56.0 million). The 2008 figure is just 17 percent down on
the 2006 value.

As Figure 4.8 shows, non-building consent value growth in the Region has been well ahead of that

seen nationally across most of the last 10 years.
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Figure 4.8 Non-building consent values growth, 1998 to 2008
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At times in the last decade, the value of consents issued in the Region were up to 5.5 times higher
than the December 1998 year levels. Recently, values of non-building consents issued have fallen

more in line with national trends, however, up around 129 percent over the levels seen in 1998.

It will be interesting to monitor changes in these figures at a regional and national level over the next

sever al mont hs as Governmentds accelerated infrastruoc

4.3.2 Public transport

The Wellington Region benefits from an extensive public transport network. According to Metlink, the
Greater Wellington transport system has seven passenger train lines (with 43 stations), 103 bus
routes (with 2,800 bus stops), and the harbour ferry (with five wharves). The result is that 90 percent

of the Regionds residents live within 400 metres of &

Rising oil prices and concerns about congestion have resulted in rapid growth in public transport use
over the last two years, as shown in Figure 4.9 .
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Figure 4.9 Wellington public transport patronage, 2000 to 2008
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Total patronage across buses, trains and ferries reached 35.5 million in the December 2008 year, the
highest recorded. The majority of travel is by bus (66 percent), with around 0.5 percent of public

transport trips in the Region being on ferries.

Public transport use grew steadily between 2000 and 2006, before dipping slightly. Higher oil prices
sent numbers up again, to their record highs. With a recent decline in at-the-pump petrol prices of
around 25 percent since the peaks of 2008, it will be interesting to see if public behaviour has
changed sufficiently to prevent a switch back to private vehicle-based travel. The strong increases in
public transport use in the December 2008 quarter compared with December 2007 (up 3.1 percent)

suggests that a general move in this direction may be occurring.

Table 4.6 presents patronage data of public transport in the Wellington Region by mode for 2000 to
2008.

Table 4.6 Wellington public transport patronage, 2000 to 2008

Year ending %pa change
Dec-07to  Dec-00 to
Passengers (000) Dec-00 Dec-07 Dec-08 Dec-08 Dec-08
Bus 18,394 22,493 23,380 3.9 3.0
Train 9,978 11,077 11,950 7.9 2.3
Ferry 95 169 183 8.2 8.6

source: Greater Wellington Regional Council
There were strong increases in patronage across all public transport modes in 2008. Ferry patronage

rose the most, possibly a result of the long distances (and therefore high petrol bills) residents of

Eastbourne (Days Bay) have to travel by car to reach Wellington City.
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Train usage was also up sharply (7.9 percent, or 873,000 passengers more than in 2007). In
absolute terms, bus patronage climbed the most, up 873,000 passengers in the year, but off a far

higher base.

Ferry use has grown even more strongly over the eight years since December 2000, almost doubling.
Almost 2.0 million more trips are made on the train each year than in 2000, and 5.0 million more bus

trips are made.

We would expect to see train patronage numbers continue to grow strongly with the introduction of
new air-conditioned trains from 2010, a third access rail line being installed at the entrance to

Wellington Station, and with several stations being upgraded.

4.4 EXTERNAL CONNECTIONS

This section examines three areas of connection with the rest of New Zealand and the world 1

tourism, Wellington Airport passenger numbers, and CentrePort exports and imports.

441 Tourism

This section highlights the recent and longer-term contribution of the Wellington Region tourism

sector.

The direct contribution of tourism to the Regional economy is calculated using proportions of industry
FTES, GDP and business units that can be attributed to tourism, as estimated by the Tourism

Satellite Account.*

The contribution of tourism to the local economy comes from three sources: tourism-characteristic
industries, such as accommodation, restaurants, transport services, and cultural and recreational
services; tourism-related industries, specifically the retail trade; and all other non-tourism related

industries, including everything from police services to mining.

Table 4.7 highlights the role of tourism in the Wellington Region economy in terms of its contribution

to employment, GDP and business units, and compares this to the national situation.

! The Tourism Satellite Account (Statistics New Zealand) provides information about the contribution of tourism to the New
Zealand economy. It includes measurement of expenditure on tourism by domestic and international tourists, and the size of
the industry, including its contribution to gross domestic product and employment. Note that these are direct contribution to
tourism figures, which exclude indirect and induced effects.
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Table 4.7 Tourism summary, 2008

GDP Business
Tourism FTEs % ($2008m) % units %
Tourism-characteristic industries 6,937 3.1% 437.2 1.9% 1,208 2.3%
Tourism-related industries 2,197 1.0% 118.8 0.5% 483 0.9%
All non-tourism-related industries 3,608 1.6% 484.9 2.1% 855 1.7%
Wellington Region 12,742 5.7% 1,040.9 4.6% 2,546 4.9%
New Zealand 115,499 6.2% 9,205 5.2% 25,409 5.0%

source:BERL Regional Database, Statistics NZ, Tourism Satellite Account

Tourism-characteristic industries employed more than 6,900 direct FTEs in the Region in 2008. The
share of employment in tourism accounted for by all non-tourism-related industries together
accounted for a further 3,600 FTEs. In total, 12,700 FTEs were directly employed as a result of
tourism in the Region in 2008.

In terms of GDP, however, it is interesting to note that non-tourism-related industries contributed most
to direct tourism. This is because although the share of non-tourism-related industries directly
involved in tourism is small, the sheer size of these industries means that their small contributions to
tourism GDP together are substantial. Examples of non-tourism related industries contributing

directly to tourism are included in Table 4.9 below.

Overall, around 2,550 businesses exist in the Wellington Region directly as a result of tourism, or

around one in 20 businesses.

Table 4.8 shows the recent performance of the tourism sector at Regional and national levels.

Table 4.8 Tourism performance, 1998 to 2008

%pa change
1998 to

Tourism 1998 2007 2008 2007 2008 2008
employment (FTES)

Wellington Region 10,590 12,702 12,742 2.6 0.3 1.9

New Zealand 90,763 115,478 115,499 1.9 0.0 2.4
value added or GDP ($2008m)

Wellington Region 827.4 1,007.8 1,040.9 2.4 3.3 2.3

New Zealand 6,690 8,949 9,205 1.6 2.9 3.2
business units

Wellington Region 1,980 2,522 2,546 1.0 1.0 25

New Zealand 18,753 25,120 25,409 0.8 1.2 3.1

source:BERL Regional Database, Statistics NZ, Tourism Satellite Account
Direct tourism employment grew slowly in the Region in 2008, and was flat in New Zealand overall.

Over the 10 years to 2008, 2,150 FTEs have been added in the Region, at an average of 1.9 percent

a year.
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GDP directly attributable to tourism increased strongly at a regional and a national level in 2008.
Over the long term, GDP due to tourism grew by 2.3 percent a year, slightly faster than employment

growth. This suggests labour productivity gains of 0.4 percent a year.

The number of businesses directly attributable to tourism rose by 2.5 percent a year, or around 570

businesses, over the 10 years.

Table 4.9 shows which industries employed the most FTEs as a direct result of tourism.

Table 4.9 Tourism employment: largest sub-groups, 2008

Tourism employment by contributing industry 2008
Cafes and Restaurants 2,219
Hotels (Accommodation) 934
Pubs, Taverns and Bars 477
Supermarkets 422
Central Government Administration 365
Motels and Motor Inns 316
Scheduled Domestic Air Transport 308
Travel Agency Services 181
Taxi and Other Road Passenger Transport 181
Coastal Water Transport 178

source:BERL, Statistics NZ, Tourism Satellite Account

Unsurprisingly, accommodation (which includes hotels, motels and motor inns), and cafés and
restaurants (which includes pubs taverns and bars) dominate the list, with 3,950 FTEs between them.
Several transport and travel-related industries also make the list. Although just a small share of
tourism employment is attributable to central government, its sheer size (18,100 FTES) means it

contributes around 365 FTEs to tourism employment.

Table 4.10 presents several additional indicators of the performance of the tourism sector in the

Wellington Region and New Zealand for the last 10 years.
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Table 4.10 Tourism

indicators, 12-month running totals, 1998 to 2008

Year ending %pa change
Dec-07to  Dec-98 to
Tourism Dec-98 Dec-07 Dec-08 Dec-08 Dec-08
Wellington Region
Establishments 152 220 223 15 3.9
Capacity ('000) 2,062 3,447 3,535 2.6 55
Guest nights ('000) 1,598 2,578 2,713 5.2 5.4
Stay nights ('000) 1,020 1,668 1,777 6.5 5.7
Occupancy rate (%) 49.5 48.4 50.3 3.9 0.2
New Zealand
Establishments 152 220 223 15 3.9
Capacity ('000) 40,625 50,039 51,312 25 2.4
Guest nights ('000) 22,465 32,914 32,899 0.0 3.9
Stay nights ('000) 12,385 19,000 19,166 0.9 4.5
Occupancy rate (%) 30.5 38.0 37.4 -1.6 2.1

source: Statistics New Zealand

All indicators have been positive for the Region over the last year and the decade. The number of

establishments rose slightly in the latest year, but grew by 3.9 percent a year across the decade. The

result was an even faster rise in capacity, to 3.54 million in 2008. Guest and stay nights both grew

significantly faster than capacity in 2008, with the result that occupancy rates surged 3.9 percent.

Over the decade, the strong increase in capacity has resulted in a slower increase in occupancy.

Over the long term, the Region has performed better than New Zealand across all measures other

than occupancy rate improvement. The reason for this is that capacity has grown at a far slower pace

nationally than in Wellington Region. Occupancy rates remain substantially higher in the Region (50

percent) than the national average (37 percent).

Figure 4.10 shows how the number of guest nights has grown in the Region and the country over the

last 10 years.
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Figure 4.10 Guest night growth, 1998 to 2008
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The number of guest nights grew at an almost identical rate between 1998 and 2005, at which time
national growth rates began to flatten out. Regional guest nights continued to increase strongly, so
that by the December 2008 year, they were up 70 percent on 1998, compared with a national rise of
46 percent.

Guest nights in the Region in December 2008 were down 3.3 percent over those in December 2007,
but October and November figures were up strongly. It is not possible to conclude that the tide is
turning given these mixed results in the recent numbers.

442 Wellington International Airport
Table 4.11 shows the numbers of passengers passing through the Wellington International Airport

from 1998 to 2008, compared to Auckland International Airport.

The introduction of Pacific Blue into the domestic market from November 2007 led to a 14 percent
surge in domestic passenger numbers from Wellington in 2008, and an 11 percent national rise. Over
the year, international passenger numbers also rose, by a moderate 1.8 percent and 1.5 percent
respectively.
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Table 4.11 Airport passenger numbers, 1998 to 2008

Year ending %pa change
Dec-07to  Dec-98 to

Passenger movements Dec-98 Dec-05 Dec-06 Dec-07 Dec-08 Dec-08 Dec-08
Wellington International Airport ('000)

International 423 582 564 595 606 1.8 3.6

Domestic 3,175 3,988 4,033 4,195 4,768 13.7 4.1
Auckland International Airport (‘000)

International na 6,196 6,239 7,367 7,480 15 na

Domestic na 4,901 5,011 5,290 5,854 10.7 na

source: Infratil, Auckland International Airport

Over the long term, Wellington International Airport has enjoyed 3.6 percent per year growth in

international passengers, and 4.1 percent growth on domestic flights.

Air New Zealand has introduced 19-seater aircraft on daily flights from Auckland to Masterton from
February 2009. While this will mean a maximum of 38 passengers flying the route per day to begin

with, it will be interesting to see how total demand for flights to and from the Wellington Region will be

affected over the next few months.

Table 4.11 shows recent trends in passenger numbers passing through Wellington Airport.

Figure 4.11 Wellington airport annual passenger numbers, 1998 to 2008
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As mentioned previously, the introduction of Pacific Blue has resulted in a surge in domestic

passenger numbers, up 573,000 over 2007 figures. Total domestic passengers transported through

Wellington International Airport in 2008 stood at 4.77 million, or just over 13,000 a day.

International passenger numbers rocketed in the 2004-2005 period as more trans-Tasman flights

were introduced. Numbers stabilised, fell in 2006, and then rose again. The introduction of Pacific

Bluebds internat.

domestic flights have.
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While passenger numbers were up 2.3 percent in the December 2008 quarter over the same quarter
a year ago, numbers may be starting to fall. The year-on-year figures were up 12.2 percent, and the
November and December 2008 passenger numbers were below those seen in the same months a

year before.

4.4.3 CentrePort

Table 4.12 presents the total imports into and exports out of CentrePort and New Zealand in dollar
and weight terms. CentrePort accounted for 4.5 percent of gross weight transported through New

Zealand seaports in 2008.

Table 4.12 Overseas cargo statistics, seaports, 1998 to 2008

Year ending %pa change
Dec-07 to Dec-98 to
Seaports Dec-98 Dec-07 Dec-08 Dec-08 Dec-08
Wellington
Exports
FOB* 1,433 845 869 2.8% -2.7%
Gross Weight** 607 789 750 -4.8% -1.8%
Imports
CIF*** 1,348 2,357 2,777 17.8% 15.0%
Gross Weight 677 1,331 1,272 -4.5% 9.8%
Total
Gross Weight 1,285 2,120 2,022 -4.6% 5.0%
New Zealand
Exports
FOB 19,285 32,018 37,726 17.8% 12.8%
Gross Weight 18,633 23,404 25,235 7.8% 6.4%
Imports
CIF 16,497 32,277 38,885 20.5% 11.9%
Gross Weight 12,659 18,467 19,382 5.0% 2.3%
Total
Gross Weight 31,292 41,871 44,617 6.6% 4.6%
* Free on board, NZ$million source: Statistics New Zealand

** Gross weight, '000 tonnes
*** Cost, insurance and freight, NZ$million

The value of both exports and imports through the port rose in 2008. At the same time, gross weights
fell by around 5.0 percent. Over the same period, both weights and values of imports and exports

across New Zealand increased strongly.

Over the long term, total weight passing through CentrePort has grown by 5.0 percent a year, as
exports have declined slowly and imports have surged. At a national level, total weight passing
through seaports has grown more slowly, but there have been increases on both the export and

import sides.
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5 Population indicators

This section introduces a set of population-related indicators including population growth, sources of

growth, and school roll growth.

Table 5.1 shows the changes in population at the Wellington Region and New Zealand levels for the

latest year and the last 10 years.

Table 5.1 Resident population, 1998 to 2008

Population %pa change
2007 to 1998 to
Area 1998 2007 2008 2008 2008
Wellington Region 412,671 452,680 455,971 0.7 1.0
% of NZ population 11.3 111 111 -0.2 -0.2
New Zealand 3,652,548 4,070,039 4,109,276 1.0 1.2

source:BERL Regional Database, Statistics NZ

The Region had a population of 456,000 in 2008, up 0.7 percent, or 4,300 over the year before.
National population growth was 1.0 percent for the year. As of 2008, the Region accounted for one in

nine New Zealand residents.

Over the decade since 1998th e Regi ondés popul ation has grown
percent a year. This was slightly slower than the national growth rate of 1.2 percent a year since
1998. TheresultisthattheWe Il | i ngt on Re thé total datona gopulaten had fallen
slightly, from 11.3 percent to 11.1 percent.

Table 5.2 shows where the growth in the Regional and national populations has come from in the

latest year.?

Table 5.2 Sources of population growth in the Wellington Region, 2008

Number Population change
Natural Net Total
Population Jun-07 Jun-08 increase migration| Number % change
Wellington Region 470,300 473,700 3,990 -590 3,400 0.7
% of New Zealand 111 111 11.2 -12.5 8.4
New Zealand 4,228,000 4,268,600 35,610 4,730 40,340 1.0

source: Statistics New Zealand

Note these figures are somewhat different to the population figures presented in Table 5.1. This is because figures in Table
5.2 are for June years, rather than March years, and because figures in Table 5.1 take into account discrepancies between
census usually resident population counts and Statistics New Zealand June estimates.
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Al'l of the increase in the Regionbés popul ation
net migration was negative, resulting in a total increase of 3,400 residents in the year. Nationally, the
natural increase occurred at a slightly slower rate, while net migration was positive. Overall, the
Wellington Region accounted for 8.4 percent of the increase in population, a lower share than its 11.1

percent of the national population.

Table 5.3 shows the changes in school roll numbers in the Wellington Region and New Zealand for

the latest year and the decade.

Table 5.3 Student enrolments, 1998 to 2008

Student enrolments %pa change
2007 to 1998 to
Area Jul-98 Jul-07 Jul-08 2008 2008
Wellington Region 76,914 79,235 79,128 -0.1 0.3
% of NZ enrolments 10.6 10.4 10.4 0.1 -0.2
New Zealand 724,579 759,906 758,094 -0.2 0.5

source: Ministry of Education

In recent years, student enrolments have flattened out in the Region and across New Zealand.

Enrolments fell 0.1 percent in Wellington in 2008, and 0.2 percent in New Zealand.
These changes have to some extent offset stronger growth in enrolments in the first half of the

decade. Nevertheless, enrolment numbers are up 0.3 percent a year for the Region, and 0.5 percent

a year for the country since 1998.
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6 Largest and fastest-growing industries

This section presents the largest and fastest-growing industries in the Wellington Region in terms of
FTE employment. Industries are compared at the 53-industry level®. Considering the size of the
population and workforce in the Wellington Region, the analysis only covers industries that had over
100 FTEs, 20 business units, or GDP of over $19 million in 2008.

6.1 EMPLOYMENT

Table 6.1 presents the 10 industries that employed the most FTEs within the Wellington Region in
2008.

Table 6.1 Largest industries by employment, 2008*

Employment (FTEs)
Rank by
FTE size |Industry 2008 | % of total
1 Business Services 38,078 17.2
2 Government Administration 21,044 9.5
3 Education 15,206 6.9
4 Health Services 13,562 6.1
5 Construction Trade Services 10,385 4.7
6 Personal and Household Good Retailing 9,804 4.4
7 Accommodation, Cafes and Restaurants 9,580 4.3
8 Other Services 7,738 35
9 Food Retailing 7,539 3.4
10 Finance 6,980 3.1

source:BERL Regional Database, Statistics NZ

The business services industry, with 38,100 FTEs, is by far the largest in the Region. A distant
second place is held by government administration, which employs more than 21,000 FTEs in the

Region. The social services industries of education and health are next largest.

The list of the top 10 largest industries is rounded out by a range of retailing, hospitality, construction,

personal, and business services industries.

Table 6.2 presents the 10 fastest-growing industries in terms of employment within the Wellington
Region in 2008.

% Industry names at the 53-industry level are those used in the Australia New Zealand Standard Industrial Classification
(ANZSIC) New Zealand version, as published by Statistics New Zealand.

* Six industries in the Region do not have at least 100 FTEs. They are coal mining; metal ore mining; other mining; services to
mining; other transport; and private households employing staff.
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Table 6.2 Industries with fastest employment growth, 2008

Employment (FTEs)
Rank by
FTE growth|Industry 2007 2008 % growth
1 Oil and Gas Exploration 78 132 68.1
2 Non-Metallic Mineral Product Manufacturing 339 405 19.5
3 Water Supply, Sewerage and Drainage Services 197 234 18.7
4 Storage 380 434 14.2
5 Libraries, Museums and the Arts 2,396 2,557 6.7
6 General Construction 6,522 6,958 6.7
7 Community Services 5,046 5,378 6.6
8 Health Services 12,797 13,562 6.0
9 Road Transport 3,150 3,324 55
10 Insurance 1,749 1,845 5.5

source:BERL Regional Database, Statistics NZ

The fastest employment growth was in oil and gas exploration, which added 54 FTEs, for a growth
rate of 68 percent. Non-metallic mineral product manufacturing was next (up 20 percent), while water
supply, sewerage and drainage services (19 percent) and storage (14 percent) also achieved gains of

more than 10 percent.

The largest gains in absolute terms were 765 FTEs in health services, and 436 in general

construction.

The top 10 fastest growing industries in 2008 added 2,180 FTEs.

Table 6.3 presents the 10 fastest-growing industries in terms of employment within the Wellington

Region over 10 years from 1998 to 2008.

Table 6.3 Industries with fastest employment growth, 1998 to 2008

Employment (FTEs)
Rank by
FTE growth|Industry 1998 2008 %pa growth
1 Oil and Gas Exploration 20 132 20.7
2 Storage 188 434 8.7
3 Sport and Recreation 1,555 3,171 7.4
4 Community Services 3,230 5,378 5.2
5 Construction Trade Services 6,298 10,385 5.1
6 General Construction 4,376 6,958 4.7
7 Health Services 8,960 13,562 4.2
8 Business Services 25,505 38,078 4.1
9 Other Services 5,365 7,738 3.7
10 Government Administration 14,883 21,044 3.5

source:BERL Regional Database, Statistics NZ
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Oil and gas exploration companies with headquarters in the Wellington Region have seen exceptional

growth over the last 10 years, from just 20 FTEs to 132, an average growth rate of 21 percent a year.

Storage services (8.7 percent a year) and sport and recreation (7.4 percent a year) have also seen

employment at least double over the decade.

Business services have added the largest number of FTEs over the decade, up almost 12,600.

Government administration has added 6,160 FTEs over the same period.

Together, the 10 fastest growing industries have added an impressive 36,500 FTEs between them

since 1998.

6.2 GDP

Table 6.4 presents the 10 industries that generated the most GDP within the Wellington Region in

2008.

Table 6.4 Largest industries by GDP, 2008°

GDP (2008$m)

Rank by

GDP size |Industry 2008 | % of total
1 Government Administration 2,754 12.4
2 Property Services 2,632 11.8
3 Business Services 2,596 11.7
4 Finance 1,942 8.7
5 Communication Services 1,924 8.6
6 Health Services 996 4.5
7 Education 722 3.2
8 Personal and Household Good Wholesaling 534 2.4
9 Construction Trade Services 514 2.3
10 Personal and Household Good Retailing 512 2.3

Government administrat

eighth of the total. Property and business services filled the next two spots, with $5.23 billion between

them, or one-quarter of GDP.

source:BERL Regional Database, Statistics NZ

on contributed most

to

A range of business and social services came next, with wholesale, retail and construction industries

rounding out the top 10.

® Seven industries in the Region do not produce at least $19 million in GDP. They are services to agriculture, hunting and

trapping; commercial fishing; coal mining; metal ore mining; services to mining; other transport; and private households

employing staff.
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The top 10 industries together contributed $15.1 billion in GDP in 2008, or 68 percent of the total GDP
produced in the Region.

Table 6.5 presents the 10 fastest-growing industries in terms of GDP within the Wellington Region in
2008.

Table 6.5 Industries with fastest GDP growth, 2008

Rank by GDP (2008$m)
GDP

growth |Industry 2007 2008 % growth
1 QOil and Gas Exploration 159 337 111.7
2 Other Mining 13 19 49.4
3 Non-Metallic Mineral Product Manufacturing 50 59 175
4 Insurance 385 433 12.3
5 Community Services 149 165 10.6
6 Road Transport 253 279 10.3
7 Finance 1,782 1,942 9.0
8 Storage 24 26 8.8
9 Health Services 921 996 8.1
10 Services to Finance and Insurance 253 273 8.1

source:BERL Regional Database, Statistics NZ

GDRP in the oil and gas industry more than doubled in 2008, as strong employment growth was
coupled with large increases in labour productivity. GDP produced by the other mining industry in the
Region grew by almost half in the year. The insurance, finance, and services to finance and

insurance industries all made the top 10.

The largest increase in dollar terms was in business services (hot shown in the table), which added
$191 million more to GDP in 2008 than in the year before. Qil and gas ($178 million), and finance
($160 million) also added far larger amounts to GDP than in 2007.

The top 10 fastest growing industries added $540 million more to GDP in 2008 than the year before.

Table 6.6 presents the 10 fastest-growing industries in terms of GDP within the Wellington Region
from 1998 to 2008.
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Table 6.6 Industries with fastest GDP growth, 1998 to 2008

Rank by GDP (2008$m)
GDP

growth |Industry 1998 2008 %pa growth
1 Oil and Gas Exploration 37 337 24.7
2 Communication Services 972 1,924 7.1
3 Sport and Recreation 116 202 5.7
4 Defence 115 198 5.6
5 Government Administration 1,694 2,754 5.0
6 Health Services 614 996 5.0
7 Personal Services 113 182 4.9
8 Community Services 104 165 4.7
9 Construction Trade Services 337 514 4.3
10 Storage 17 26 4.2

source:BERL Regional Database, Statistics NZ

Again, strong employment growth and solid productivity gains ensured that the oil and gas exploration
industry tops the list. Well behind in percentage terms, but adding $952 million more in GDP in 2008
than a decade before, was communication services, which has enjoyed incredible productivity gains

(7.1 percent a year).

The largest dollar terms gains were in government administration, where $1.06 billion more was
contributed to GDP in 2008 than in 1998.

6.3 BUSINESS UNITS

Table 6.7 presents the 10 industries that accounted for the most business units within the Wellington
Region in 2008.

Table 6.7 Largest industries by business units, 2008°

Rank by . .
. Business units

business

unit
numbers |Industry 2008 | % of total
Business Services 10,278 20.0

2 Property Services 9,182 17.8
3 Construction Trade Services 3,429 6.7
4 Personal and Household Good Retailing 2,511 4.9
5 Finance 2,293 4.5
6 General Construction 2,184 4.2
7 Agriculture 1,880 3.6
8 Health Services 1,642 3.2
9 Accommodation, Cafes and Restaurants 1,405 2.7
10 Food Retailing 1,245 2.4

source:BERL Regional Database, Statistics NZ

® Six industries in the Region do not have at least 20 businesses. They are coal mining; oil and gas exploration; metal ore
mining; rail transport; private households employing staff; and defence.
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Business services, the largest employer, also had the greatest number of businesses, at 10,300, or
one-fifth of all businesses. Property services was next, with 18 percent of businesses. These two
industries together form the broader property and business services sector, with 38 percent of

businesses between them.

A wide range of industries complete the top 10, accounting for 70 percent of businesses between
them.

Table 6.8 presents the 10 fastest-growing industries in terms of business units within the Wellington
Region in 2008.

Table 6.8 Industries with fastest business unit growth, 2008

Rank by Business units
business
unit growth|Industry 2007 2008 % growth
Water Supply, Sewerage and Drainage Services 22 25 13.6
2 Other Transport 20 22 10.0
3 Services to Mining 45 49 8.9
4 Finance 2,149 2,293 6.7
5 Food, Beverage and Tobacco 141 150 6.4
6 General Construction 2,062 2,184 5.9
7 Services to Transport 252 266 5.6
8 Textile, Clothing, Footwear & Leather Mfg 146 154 5.5
9 Education 1,012 1,057 4.4
10 Services to Finance and Insurance 774 808 4.4

source:BERL Regional Database, Statistics NZ
Business unit numbers grew by 14 percent (three units) in water supply, sewerage and drainage
services during the year. Other transport added two businesses, while an additional 8.9 percent, or

four units, were added in the services to mining industry in 2008.

Gains in the finance industry were much larger in absolute terms, up 144 units. The largest absolute

gains were in property services, which saw business numbers increase by 328 over the year.
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The top 10 fastest growing industries added 345 new businesses in 2008.

Table 6.9 presents the 10 fastest-growing industries in terms of business units within the Wellington
Region from 1998 to 2008.

Table 6.9 Industries with fastest business units growth, 1998 to 2008

Business units

Rank by
business
unit growth|Industry 1998 2008 %pa growth

1 Other Transport 7 22 12.1
2 Motion Picture, Radio and Television Services 248 763 11.9
3 Services to Mining 19 49 9.9
4 Finance 1,073 2,293 7.9
5 Services to Agriculture; Hunting and Trapping 136 277 7.4
6 Property Services 4,936 9,182 6.4
7 Storage 36 61 54
8 Business Services 6,404 10,278 4.8
9 General Construction 1,378 2,184 4.7
10 Services to Finance and Insurance 523 808 4.4

source:BERL Regional Database, Statistics NZ

Other transport tripled in size in terms of business numbers over the 10 years.

The motion picture, radio and television services industry added more than 500 new businesses over

the decade, an average of 11.9 percent growth per annum. The services to mining, finance, and

services to agriculture, hunting and trapping industries all at least doubled their numbers of

businesses over the 10 years.

The largest gains in absolute terms were in property services and business services.

Between them the 10 fastest growing industries over the decade added 11,200 new businesses over

the decade.
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/  Location quotients

This section looks at the concentration of industries in the Wellington Region compared to the national

average. Again the analysis is at the 53 industry level.

The location quotient is a measure that helps analysts examine the relative concentration of industry

employment in a particular area relative to another larger, or base, area. In this case, New Zealand is

the base area. The measures provide a potentially ve
industry structure, relative to the larger base area.

When the ratio is larger than 1.0 the percentage of the employed in the industry locally is higher than
the percentage of the employed in the larger area. Likewise, when the ratio is smaller than 1.0 the

percentage of people employed in this industry locally is smaller than the larger area.

Generally, a location quotient greater than 1.0 suggests that the industry is a key element in local
economic activity. Such an industry could also be associated with exporting to, or providing services
for, other neighbouring areas or overseas. In this context, neighbouring as well as wider national
economic conditions will, to a degree, influence the development of this industry. Conversely, a
location quotient less than 1.0 suggests that the industry is relatively less established in the economic
activity of the area. In addition, goods or services associated with this industry could be being

imported from neighbouring areas (or overseas) to satisfy the demand within the area.

Figure 7.1 presents the 10 industries in the Region in which workers are far more likely to be

employed than they are at a national level.
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Figure 7.1 Wellington Region 10 most concentrated industries, 2008
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source: BERL Regional Database location quotient

Wi t h Wel | i nlg asmation@ capitalfitds no surprise that residents of the Region are 3.2
times more likely to be employed in government administration than they would be elsewhere in New
Zealand.

With the boom in oil and gas industry businesses based in the Region, the industry takes second
place, with a concentration of 2.62. Rail and water transport fill third and fourth spots.

Finance, insurance, and services to these industries also make the top 10.

Figure 7.2 presents the 10 industries in the Region in which workers are far less likely to be
employed than they are at a national level.
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Figure 7.2 Wellington Region 10 least concentrated industries, 2008’
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location quotient source: BERL Regional Database

With the urban nature of most constituent local authorities in the Region, primary industries fill the four
lowest positions on the table.

With a location quotient of just 0.19, the services to agriculture, hunting and trapping industry is five
times less likely to employ a worker in the Wellington Region as in the rest of New Zealand. Similarly,
workers are far less likely to be employed in forestry and logging, agriculture, or commercial fishing in
Wellington than in other parts of New Zealand.

With this low concentration in primary industries, there is little surprise that food, beverage and
tobacco processing; and wood and paper product manufacturing also make the list of industries least
concentrated in the Region.

” Six industries have fewer than 100 FTEs in the Wellington Region and are therefore not included in this analysis. One
industry i metal ore mining i has no FTEs in the Region, and thus a location quotient of 0.00.
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8 Food and beverage

This section summarises the recent performance of the food and beverage sector in the Wellington

Region, and where appropriate, provides comparisons with overall New Zealand performance.

The food and beverage sector is defined as food and beverage manufacturing, wholesaling, and

retailing, as well as food-related hospitality industries such as cafés and restaurants, hospitality clubs,

and pubs.®

Table 8.1 shows the importance of the food and beverage sector in Wellington and New Zealand in

the latest year.

Table 8.1 Food and beverage summary, 2008

GDP Business
Food & beverage FTEs % ($2008m) % units %
Wellington Region 19,862 8.9 1,266 55 2,694 5.2
New Zealand 212,544 11.4 16,631 9.4 25,957 5.1

source: BERL Regional Database

The sector provided 8.9 percent of all Wellington Region employment, and produced 5.5 percent of
GDP through 5.2 percent of businesses. The sector employed nearly 20,000 FTES in 2008, and
generated $1.27 billion in GDP from almost 2,700 businesses.

At a national level, the food and beverage sector employs a larger share of FTEs, and produces 9.4

percent of GDP. Businesses in the sector at a national level tend to be larger, with more FTEs per

business.

The recent performance of the sector at the regional and national levels is shown in Table 8.2.

Table 8.2 Food and beverage performance, 1998 to 2008

%pa change
2007 to 1998 to

Food & beverage 1998 2007 2008 2008 2008
FTEs

Wellington Region 16,090 20,226 19,862 -1.8 2.1

New Zealand 169,819 214,042 212,544 -0.7 23
Business units

Wellington Region 2,265 2,662 2,694 1.2 1.7

New Zealand 19,795 25,683 25,957 1.1 2.7

source: BERL Regional Database

® The sector consists of the same industries used in a previous report by BERL for Grow Wellington, The Food and Beverage
Sector in the Wellington Region (2008).
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Food and beverage sector employment contracted at a local and national level in 2008, but has

enjoyed steady growth of between 2.1 percent and 2.3 percent over the decade since 1998. Despite
a difficult year for employment, the number of businesses in the sector continued to expand in 2008.
More than 30 new food and beverage businesses were added to the Region, a 1.2 percent increase.

Over the decade, business unit growth has been even faster, at 1.7 percent a year.

The largest sub-sectors in the food and beverage sector are presented in Table 8.3.

Table 8.3 Food and beverage largest sub-sectors, 2006 to 2008

Employment (FTES)

Food & beverage 2006 2007 2008
Cafes and Restaurants 5,705 6,166 5,757
Supermarkets 4,200 4,172 4,152
Grocery Wholesaling nec 1,378 1,378 1,349
Pubs, Taverns and Bars 1,167 1,154 1,236
Food Manufacturing nec 398 472 582
Bread and Cake Retailing 717 617 564
Meat Processing 544 537 556
Biscuit Manufacturing 526 496 485
Fish and Chips, Hamburger and Ethnic Food, Takeaway Stores 439 497 482
Pizza Takeaway Stores 536 485 420

source: BERL Regional Database

With around 5,760 FTEs, the cafés and restaurants industry makes up 30 percent of food and

beverage employment in the Region. Supermarkets empl
4,150. Grocery wholesaling nec and pubs, taverns and bars together employ a further 13 percent of

food and beverage sector FTEs.

The strongest growth in the sector has been in food manufacturing nec, up 46 percent in the last two
years, and 85 percent since 1998. This suggests a rise in the number of niche manufacturers

producing products not easily classified in other food manufacturing categories.

Figure 8.1 presents the largest sub-sectors in the food and beverage sector in graphic form.

Figure 8.1 Largest food and beverage sub-sectors by employment, 2008
B Cafes and Restaurants
O Supermarkets
B Grocery Wholesaling
nec
@ Pubs, Taverns and Bars
B Food Manufacturing nec

O Bread and Cake Retailing

@ Meat Processing

0 Other

source: BERL Regional Database
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O Education

This section summarises the recent performance of the education sector in the Wellington Region,

and where appropriate, provides comparisons with overall New Zealand performance.

Table 9.1 shows the importance of the education sector in Wellington and New Zealand in the latest

year.

Table 9.1 Education summary, 2008

GDP Business
Education FTEs % ($2008m) % units %
Wellington Region 15,206 6.8 701 31 1,057 21
New Zealand 122,612 6.6 5870 3.3 8,834 1.7

source: BERL Regional Database

The education sector employed 15,200 FTEs, or 6.8 percent of all FTEs in the Region, a similar
proportion to that seen nationally. The sector produced $701 million in GDP in the Region in 2008, or
3.1 percent of all GDP. There were around 1,060 education businesses in the Wellington Region in
2008, ng 2.1 busi
its share of employment because the sector is characterised by large businesses (such as schools

of al |

for percent

account i
and universities).
The performance of the sector at the Regional and national levels is shown in Table 9.2.

Table 9.2 Education performance, 1998 to 2008

nesses.

%pa change
2007 to 1998 to

Education 1998 2007 2008 2008 2008
FTEs

Wellington Region 13,758 14,697 15,206 35 1.0

New Zealand 101,060 121,008 122,612 1.3 2.0
Business units

Wellington Region 906 1,012 1,057 4.4 1.6

New Zealand 7,449 8,529 8,834 3.6 1.7

source: BERL Regional Database

In the latest year, the Wellington Region saw strong growth in employment and business numbers
within the education sector, up 3.5 percent and 4.4 percent. Over the longer term, growth has been
more moderate, with employment up 1.0 percent a year since 1998, and business numbers up 1.6

percent a year. The long-term employment growth rate in the sector has been half the national

average, while business numbers have increased at around the same pace.

The largest sub-sectors in the education sector are presented in Table 9.3.
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Table 9.3 Education largest sub-sectors, 2006 to 2008

Employment (FTEs)

Education 2006 2007 2008
Higher Education 3,719 3,899 3,738
Primary Education 3,006 3,151 3,485
Secondary Education 2,471 2,885 2,595
Other Education 2,192 2,420 2,465
Preschool Education 1,276 1,423 1,770
Technical and Further Education 216 283 705
Combined Primary and Secondary Education 266 336 274
Special School Education 254 300 175

source: BERL Regional Database

With three universities, as well as WelTec, the Open Polytechnic and numerous other tertiary
providers, the largest number oftheWe | | i ngt on Regionbés employment in edt
sub-sector. Primary, secondary and other education also employ large shares of FTEs within the

sector.

With the introduction of 20 hoursé free weekly early

employment has grown rapidly over the last two years.

Figure 9.1 presents the largest sub-sectors in education in graphic form.

Figure 9.1 Largest education sub-sectors by employment, 2008
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10 Non-food manufacturing

This section summarises the recent performance of the non-food manufacturing sector in the
Wellington Region, and where appropriate, provides comparisons with overall New Zealand
performance. Table 10.1 shows the importance of the non-food manufacturing sector in Wellington

and New Zealand in the latest year.

Table 10.1 Non-food manufacturing summary, 2008

GDP Business
Non-food manufacturing FTEs % ($2008m) % units %
Wellington Region 12,730 5.7 1,202 5.3 1,844 3.6
New Zealand 174,452 9.4 16,672 9.4 22,323 4.4

source: BERL Regional Database

Non-food manufacturing is a small sector in the Region, relative to its role nationally, with 5.7 percent

of Regional employment compared with 9.4 percent nationally. The sector produced $1.20 billion, or

5.3 percent, of the Regi ogblsinesseDiRgeneral teh®to e largddthanu f act ur i
the average business, a fact borne out by the difference in shares of employment (5.7 percent and 9.4

percent) and business units (3.6 percent and 4.4 percent) at a regional and national level. The

average Wellington Region non-food manufacturing business had 6.9 FTEs in 2008, compared with

4.3 FTEs across all businesses in the Region.

Table 10.2 shows the performance of the non-food manufacturing sector in Wellington and New

Zealand from 1998 to 2008.

Table 10.2 Non-food manufacturing performance, 1998 to 2008

%pa change
2007 to 1998 to

Non-food manufacturing 1998 2007 2008 2008 2008
FTEs

Wellington Region 17,635 13,677 12,730 -6.9 -3.2

New Zealand 181,681 180,218 174,452 -3.2 -0.4
Business units

Wellington Region 1,884 1,871 1,844 -1.4 -0.2

New Zealand 20,839 22,605 22,323 -1.2 0.7

source: BERL Regional Database

The non-food manufacturing sector has battled in New Zealand over the last several years. High
exchange rates between 2003 and 2008, the wrapping up of the Multi-fibre Agreement on textiles and
the general increase in access to cheaper imported products have made it difficult for the sector to
remain competitive. The sector lost 950 FTEs in the Region in 2008 alone, and 4,900 over the
decade, at an average rate of -3.2 percent a year. The decline nationally was at a slower rate, but

with the loss of 7,230 FTEs over the decade.
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The number of business units in the sector fell regionally and nationally in 2008. Over the decade,
the sector has lost around 40 businesses in the Wellington Region, while business numbers have in
fact risen overall in New Zealand by about 1,480. This overall gain in non-food manufacturing
businesses in New Zealand (and accompanying fall in employment) suggests a move toward smaller,

niche-oriented manufacturing businesses.

Table 10.3 presents the largest sub-sectors of the non-food manufacturing sector in the Region.

Table 10.3 Non-food manufacturing largest sub-sectors, 2006 to 2008

Employment (FTES)

Non-food manufacturing 2006 2007 2008
Machinery and Equipment Manufacturing 2,850 2,734 2,720
Printing, Publishing and Recorded Media 2,891 2,694 2,204
Petroleum, Coal, Chemical & Assoc Prod Mfg 2,521 1,993 1,923
Metal Product Manufacturing 2,209 1,985 1,813
Wood and Paper Product Manufacturing 1,480 1,511 1,418
Textile, Clothing, Footwear & Leather Mfg 1,238 1,044 966
Non-Metallic Mineral Product Manufacturing 359 339 405
Other Manufacturing 1,290 1,269 1,176

source: BERL Regional Database

Machinery and equipment manufacturing, including industrial machinery manufacturing, railway
equipment manufacturing, and electrical equipment manufacturing, is the largest employer in the
sector, with 2,720 FTEs in 2008. As home to the Dominion Post and numerous other publications,
the Wellington Region had significant employment in printing, publishing and recorded media. Within
petroleum, coal, chemical and associated product manufacturing, large numbers of people were
employed in plastic product manufacturing, paint manufacturing, and medicinal and pharmaceutical
product manufacturing.

As throughout New Zealand, we expect that smaller, niche-oriented manufacturing businesses will
continue to develop in the Wellington Region. This transformation is essential in the light of
competition from lower-wage economies. This appears to be occurring in the sector already, with
business numbers all but flat over the last 10 years while employment has fallen considerably. This
suggests a leaner, more productive manufacturing sector focused on areas of competitive advantage.
At the same time, labour productivity in non-food manufacturing in the Region has risen considerably

faster than in the Region as a whole in recent years, as shown in Figure 10.1
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Figure 10.1 Labour productivity growth, 1998 to 2008
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Labour productivity gains were similar to those experienced across the Region until around 2001.
Productivity stabilised within the sector between 2001 and 2006 as employment remained relatively
constant. With significant cuts in employment in the last two years, labour productivity has risen

sharply as businesses become more competitive.

Figure 10.2 presents the largest sub-sectors in non-food manufacturing in graphic form.

Figure 10.2 Largest non-food manufacturing sub-sectors by employment, 2008
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11 Screen and digital technologies

This section summarises the recent performance of the screen and digital technologies sector in the
Wellington Region, and where appropriate, provides comparisons with overall New Zealand

performance.

This section defines the screen and digital technologies sector as eight ANZSIC 1996 industries:
telecommunications services, data processing services, film and video production, motion picture
exhibition, television services, sound recording studios, recorded media manufacturing and

publishing, film and video distribution.®

Table 11.1 shows the importance of the screen and digital technologies sector in Wellington and New

Zealand in the latest year.

Table 11.1 Screen and digital technologies summary, 2008

GDP Business
Screen and digital technologies FTEs % ($2008m) % units %
Wellington Region 3,999 138 844 3.7 890 1.7
New Zealand 19,567 1.1 4,961 2.8 3,481 0.7

source: BERL Regional Database

The importance of the sector to the Region is evident when the share of employment, GDP and
businesses is compared with that seen nationally. The sector employed 4,000 FTEs in 2008, or 1.8
percent of the Regional workforce. These workers produced 3.7 percent of GDP ($844 million),
suggesting an average labour productivity far higher than the Regional average. Businesses in the

sector tend to be around the same size as the average for the Region.

® The screen and digital technologies sector is particularly difficult to define in terms of the ANZSIC (Australia New Zealand
Standard Industrial Classification) 1996 industry codes. The new ANZSIC 2006 codes have a new division called Information
media and telecommunications. Unfortunately, Statistics New Zealand does not yet produce national accounts by ANZSIC
2006 industries, so we cannot produce GDP figures by industry for the ANZSIC 2006 industries. We therefore continue to use
ANZSIC 1996 industry codes, but have provided an additional section at the end of this chapter to allow comparison with
employment and business units data using ANZSIC 2006 figures.
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Table 11.2 shows the performance of the sector in the last two years and the decade.

Table 11.2 Screen and digital technologies performance, 1998 to 2008

%pa change
2007 to 1998 to

Screen and digital technologies 1998 2007 2008 2008 2008
FTEs

Wellington Region 4,252 4,389 3,999 -8.9 -0.6

New Zealand 17,495 19,661 19,567 -0.5 11
Business units

Wellington Region 474 902 890 -1.3 6.5

New Zealand 2,066 3,470 3,481 0.3 5.4

source: BERL Regional Database

After peaking between 1999 and 2001, employment in the sector in Wellington has fallen somewhat.
The sector employed around 250 fewer FTEs in 2008 than it did in 1998. Over the same time,
however, business numbers have grown strongly, almost doubling, at an average annual rate of 6.5

percent.

In New Zealand overall, employment has increased moderately over the 10 years since 1998 (1.1
percent a year). Business numbers have risen strongly (5.4 percent a year), but not at quite the same
pace seen in the Wellington Region.

Table 11.3 presents the largest sub-sectors within the screen and digital technologies sector.

Table 11.3 Screen and digital technologies largest sub-sectors, 2006 to 2008

Employment (FTEs)

Screen and digital technologies 2006 2007 2008
Telecommunication Services 1,874 1,845 1,542
Data Processing Services 865 1,232 1,238
Film and Video Production 736 730 715
Motion Picture Exhibition 182 300 263
Television Services 253 240 210
Sound Recording Studios 46 30 24
Recorded Media Manufacturing and Publishing 14 8 5
Film and Video Distribution 10 3 3

source: BERL Regional Database

The telecommunications sub-sector accounts for 38 percent of employment in the sector in Wellington
Region. Data processing services accounts for a further third, while film and video production

provides 18 percent of FTEs.

The Lord of the Rings and King Kong movies established Wellington as a screen and digital hub on
the international scene. Recent projects based in the Region, including the Sensing Murder series
(now licensed in nine countries) continue to raise the profile of the sector here. The Region is also
the setting for the filming of several international commercials, and is increasingly playing a role in

animation and other digital arts.
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Figure 11.1 presents the largest sub-sectors of screen and digital technologies in graphic form.

Figure 11.1 Largest screen and digital sub-sectors by employment, 2008
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111 ANZSIC 2006 COMPARISON

This section provides figures for the screen and digital technologies sector using employment count

and business unit figures from the most relevant industries as defined by the new ANZSIC 2006

industry codes. These figures are broadly in line with the figures presented above.

Table 11.4 Screen and digital technologies performance, ANZSIC 2006

%pa change

2007 to 2000 to

Screen and digital technologies 2000 2007 2008 2008 2008
Employee count

Wellington Region 5,101 4,553 4,318 -5.2 -2.1

New Zealand 17,574| 20,290 20,673 19 21
Business units

Wellington Region 481 901 890 -1.2 8.0

New Zealand 2,123 3,476 3,478 0.1 6.4

source: BERL Regional Database

Table 11.5 Screen and digital technologies largest sub-sectors, ANZSIC 2006

Employment (FTEs)

Screen and digital technologies 2006 2007 2008
Wired Telecommunications Network Operation 1,380 1,600 1,810
Data Processing and Web Hosting Services 1,360 1,240 1,280
Motion Picture Exhibition 310 420 390
Motion Picture and Video Production 180 170 210
Motion Picture and Video Production 180 170 210
Internet Service Providers and Web Search Portals 110 130 120
Post-production Services and Other Motion Picture and Video Activities 80 100 110

1% Note that employee count data is only available from 2000, not 1998.
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The information in this publication is current as at April 2009, or earlier when noted. The economic data and commentary in the

Wellington Regional Outlook has been prepared by Business and Economic Research Ltd (BERL).

Disclaimer: No representation or warranty is made concerning the quality or accuracy of information and advice provided by
Grow Wellington Ltd. Accordingly neither Grow Wellington Ltd nor its employees or contractors is liable to you or any other
person for any loss which may arise from the use or reliance on the information or advice provided in this document.
Appropriate professional advice should be sought before any business decisions or commitments are made. The material and
Grow Wellington logo are copyright to Grow Wellington Ltd. The images are copyright to Grow Wellington Ltd or other agencies

and organisations.

All work is done, and services rendered at the request of, and for the purposes of the client only. Neither BERL nor any of its

employees accepts any responsibility on any grounds whatsoever, including negligence, to any other person.

While every effort is made by BERL to ensure that the information, opinions and forecasts provided to the client are accurate

and reliable, BERL shall not be |iable for any adverse consequenc:¢
provided by BERL, nor shall BERL be held to have given or implied any warranty as to whether any report provided by BERL

will assist in the performance of the clientds functions.
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