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Treasury Report:  Further advice on supply-side interventions in the 
housing market 

Executive Summary 

This paper follows on from our discussion with you at your weekly agency meeting on 
Thursday. It provides you with additional information to support you in conversations with 
your Ministerial colleagues and help you steer the discussion at the Cabinet Business 
Committee meeting on Monday 1 March. The information takes the form of key messages on 
the Budget pre-commitment package, and specific analysis and advice on individual 
initiatives in this package.  
To achieve its goal of improving housing affordability, we recommend that your 
housing supply strategy includes both fiscal spending and regulatory reform.  
Fiscal spending has the potential to offer immediate, but not sustained relief, to the housing 
market. In the short to medium term it can bring forward the supply of developable land to 
enable housing, albeit at current or escalating prices. However fiscal spending must be 
paired with short and long term regulatory reform in order to overcome the fundamental issue 
underpinning the housing crisis: uncompetitive urban land markets with high urban land 
prices caused by supply constraints.  
 
In the short term, we recommend pairing initiatives under the proposed Budget pre-
commitment package with existing regulatory levers and short-term reforms in order to 
ensure that these initiatives are successful in unlocking land for development and triggering 
indirect additional housing supply in the market. We also note that the initiatives are at 
different stages of development, and many could be strengthened by clarifying their purpose, 
design, implementation and governance.   
 
In the long term, we recognise that fiscal spending will have a limited impact on Objective 3 
of the Government’s housing objectives (creating a housing and urban land market that 
credibly responds to population growth and changing housing preferences, that is 
competitive and affordable for renters and homeowners, and is well-planned and well-
regulated). This is because it does not directly address supply restrictions that drive high 
urban land prices, such as restrictions to the supply of public services (such as infrastructure 
funding and financing), restrictive regulatory systems for land use (such as zoning); and a 
lack of planning systems to reduce supply costs and increase coordination. These 
constraints can only be overcome through long-term regulatory reform.  
 
As a consequence, we recommend that you review, recommit to, communicate and extend 
existing long term reforms that will make a positive difference to housing affordability. These 
include the reform of the resource management system, the three waters reform, and the use 
of spatial planning partners.  Reinforcing your commitment to these reforms will also send a 
strong signal to market and potentially trigger a further indirect supply response.  
 
Deploying both of these levers in tandem over the short and long term requires 
significant coordination across Government.  
Delivering fiscal spending initiatives and regulatory reform in tandem requires significant 
coordination across central and local Government. The Urban Growth Agenda has 
historically provided a platform for inter-agency coordination, shared capacity and 
understanding to achieve structural housing supply reform. We recommend that you consider 
reigniting the Urban Growth Agenda and directing Ministers and agencies to work together 
through this platform to:  
• Respond to feedback on the upcoming Cabinet paper  
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• Design and deliver the pre-commitment Budget package, ensuring it has the greatest 
impact possible on housing supply while achieving good value for money    

• Progress the wider programme of work necessary to reform the housing market    
 

With this in mind, we recommend that you pursue three goals at the Cabinet Business 
Committee meeting on 1 March 2021.  

These goals are:  

i Ensure that the supply paper concisely and credibly lays out the Government’s initial 
supply strategy (a combination of regulatory reform and fiscal spending) to achieve 
strategic goals 

ii Ensure that the Budget pre-commitment package will achieve its intended outcome: 
increasing the supply of developable land for housing in the short to medium term, 
while providing affordability options for first home buyers and renters  

iii Recommit Ministers to the Urban Growth Agenda (UGA) as the primary platform for 
inter-agency coordination on structural housing supply reform. Reconfirm publically 
Ministers’ commitment to regulatory reform under the UGA.  

Recommended Action 

We recommend that you: 
 
a discuss with your Ministerial colleagues and the Cabinet Business Committee (CBC) 

how the proposed package can be strengthened to better achieve the Government’s 
housing objectives, particularly Objective 3 

 
 Agree/disagree. 
 
b discuss with your Ministerial colleagues and the Cabinet Business Committee (CBC) 

how the proposed Budget pre-commitment package fits into the Government’s broader 
housing supply strategy (a combination of regulatory reform and fiscal spending) 

 
 Agree/disagree. 
 
c direct officials (TSY/MHUD) to report back on the purpose, objectives, target 

outcomes, design, implementation and governance of each initiative in the Budget pre-
commitment package 

 
 Agree/disagree. 
 
d agree to seek Ministers’ recommitment to the Urban Growth Agenda as the primarily 

platform for cross-Government coordination on housing market supply interventions   
 
 Agree/disagree. 
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e refer this report to Associate Minister of Finance and Minister of Housing and to the 

Associate Minister of Finance and Minister for the Environment   
 
 Refer/not referred. 
 
 
 
 
John Beaglehole 
Acting Manager, Housing and Urban Growth 
 
 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report:  Further advice on supply-side interventions in the 
housing market 

Purpose of Report 

1. This paper follows on from our discussion with you at your weekly agency meeting on 
Thursday. It provides you with additional information to support you in conversations 
with your Ministerial colleagues and help you steer the discussion at the Cabinet 
Business Committee (CBC) meeting on Monday 1 March.  

2. This report will advise you on three major considerations that you should take into 
account across the proposed Budget pre-commitment package. It will then outline the 
costs, benefits and risks of each initiative in the package, and advise you on how each 
initiative could be strengthened to ensure that it can effectively support a short-term 
supply response.   

3. Given you commissioned the report yesterday, we have developed our advice at pace 
and kept commentary on individual initiatives to a fairly high-level. We can support 
MHUD to strengthen the individual elements of the advice.  

Major Considerations across the Full Package 

4. There are three major considerations that you should take into account across the full 
package of initiatives. These are: implementation readiness, regulatory levers and 
reform, and consequences for Budget.  

Implementation  

5. It is difficult to deliver significant short-term supply solutions, as typical housing and 
infrastructure construction takes several years. We recommend all proposals are 
assessed using the following implementation criteria. We have provided specific 
suggestions to improve implementation and effectiveness for each initiative in the next 
section of the paper: 

a Implementation-readiness: Some proposals are more planned and ready to begin 
significant construction than others (eg, LSPs compared to the infrastructure 
fund). Many of the proposals are still under development and do not yet have a 
clear purpose, set of objectives and target outcomes, key design elements like 
funding criteria and conditions, business case, governance structure and delivery, 
monitoring and evaluation plans. We recommend Joint Minister approval for 
release of significant funds is retained and that further reports on implementation 
planning are required. 

b Coordination across government: Initiatives will need to coordinate with existing 
and proposed spending to succeed and achieve maximum leverage for Crown 
funding. Where possible agencies should seek to package and leverage funding 
sources to maximise local authority concessions to unlock land. Agencies will 
also need work together to identify what land and infrastructure development 
work is needed. We recommend you reaffirm your commitment to the Urban 
Growth Agenda (UGA) to achieve tight coordination across agencies and give 
close Ministerial oversight to the implementation of this package.  
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Overarching regulatory reform  

6. The Cabinet paper focuses on fiscal interventions that aim to increase the supply of 
developable land for housing in the short to medium term. To achieve your housing 
affordability objectives in the short and long term, spending initiatives must be paired 
with short and long term regulatory reform to ensure we get a long-term competitive 
supply of land that is well-regulated and well-planned.  

7. In the short term, spending initiatives which are paired with the use of existing 
regulatory levers or short-term reforms are much more likely to be successfully 
implemented. This is because they will cut through system and market problems that 
plague other spending-only initiatives and the overall housing market. In addition, 
regulatory levers and short-term reform will send a stronger signal to the market and 
may trigger indirect additional housing supply (for example, compulsory acquisitions to 
deliver additional development-ready land in areas with significant land-banking). We 
recommend you consider specific regulatory levers and short-term reform which could 
help deliver each initiative (discussed below). More broadly, you prioritise proactive 
support, guidance and enforcement of the existing National Policy Statement on Urban 
Development, and/or seek advice on a short-term legislative package that:  

a mandates a volume of land release,  

b removes targeted infrastructure constraints and commitments, 

c brings forward planned future land releases,  

d changes the sequencing of growth infrastructure, 

e triggers infrastructure provision from development commitments, and  

f eases consenting and substantially reduces appeal rights. 

8. Focusing on a long term response, we recommend that you review, recommit to, 
communicate and extend existing long-term reforms that will make a positive difference 
to housing affordability. These include the reform of the resource management system, 
the three waters reform, and the use of spatial planning partnerships. We will provide 
further advice on these matters.  

Consequences for Budget allowances 

9. 

10. We understand you and Minister Woods strongly prefer the majority of housing 
expenditure this Budget is capex rather than opex. We are working on the proposals, 
including accounting treatment, and Treasury officials will discuss options with you on 
Monday 8 March. 

[33]
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Analysis of Initiatives under the Full Budget Pre-Commitment Package 

11. This section of the report will examine the purpose, costs, benefits and risks associated 
with each initiative in the proposed Budget pre-commitment package. Where possible, 
it will advise you on how initiatives can be strengthened to maximise their impact on 
housing supply and/or first home buyers and renters, deliver good value for money, 
and mitigate risks.  

Funding and Financing package  

12. The Treasury broadly supports a modified version of the proposed Funding and 
Financing Package (with the exception of the Residential Development Response Fund 
initiative). The package has the potential to bring forward some land for development 
and deliver some affordable housing outcomes for first home buyers and renters in the 
short to medium term. However achieving this desired impact, while lowering risks and 
delivering good value for money, requires strengthening the package by ensuring that 
initiatives are clearly scoped and targeted, well-designed and have strong governance 
and implementation.  

13. The impact of the package may be limited if it is implemented without consideration for 
current market dynamics. All of the Funding and Financing initiatives involve some form 
of Crown subsidy. There is a risk that there subsidies will ultimately be captured by 
existing land owners in the context of uncompetitive urban land markets with restricted 
supply of developable land. The initiatives see us lock-in developments at current or 
escalating price points. The total impact of the package on housing supply may be 
limited relative to a national market where around 40,000 homes are consented per 
year.  

14. To mitigate these risks, the initiatives should be deployed in tandem with other critical 
levers to unlock developable land (e.g. local authority funding, land use restriction 
changes and public powers to tax, take and regulate), and operate as a short to 
medium term measure in tandem with ongoing work on long term regulatory reform.  

15. Officials should clarify how much Crown subsidy is proposed under each initiative on a 
per dwelling basis and set a cap on the total subsidy across all Crown and Kāinga Ora 
(KO) programmes per dwelling. This will increase transparency and help us better 
understand the return on investment and distributional effects of each initiative.  

16. We recommend you discuss the following points with your Ministerial colleagues: 

a. Pairing this initiative with short-term regulatory and funding levers (eg local 
authority funding, land use restriction changes, public powers to tax, take and 
regulate) to make it more effective. 

b. What level of Crown subsidy Ministers would like per dwelling, and setting a 
cap on the total subsidy across all Crown and KO programmes per dwelling 
(eg including First Home Grants). 

Strategic land acquisition fund for Kāinga Ora 

17. The strategic land acquisition fund enables KO to borrow up to $2 billion to purchase 
land and finance land development. This comes at a cost of $45 million in operating 
expenditure over 20 years.  

18. The fund has the potential to bring forward land for development in areas of high 
demand in the short to medium term. However, in order to achieve this desired 
outcome, the fund requires a clear mandate, good design and should be deployed in 
tandem with KO’s urban development powers and the proposed infrastructure fund.   
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19. We consider there are strong risks associated with KO administering the fund. We 
have previously noted concern with KO raising debt in its own name from third parties 
due to the increased cost of that debt and fungible way that debt has been used by KO 
in the past across its business functions. The proposed extension of the debt limit for 
non-market outcomes increasingly blurs the line between KO’s role as a Crown agent 
and activity undertaken for its own business purposes. 

 Furthermore, because KO has a broad role that spans delivering, 
facilitating and enabling urban development, there is a risk that establishing such a 
large discretionary fund will lead KO to over-focus on delivery activities on land that it 
owns.  

20. First-best options to mitigate these risks include funding land acquisition through net 
core Crown debt rather than KO’s balance sheet and designing a competitive process 
where funds are allocated to projects that unlock the most development for the best 
value for money. At minimum, we recommend that officials set clear upfront 
expectations on what funding should be spent on, and outline criteria to govern the 
allocation of funding to individual projects. We also recommend that MHUD provides 
KO with clear direction through the upcoming Government Policy Statement on 
Housing and Urban Development on the scope of its urban development role and how 
it should best balance its facilitating and delivery activities.   

21. The fund must be well-designed. In particular, there is a need to outline what exactly 
the proposed $45 million in annual operating expenditure will pay for. This operating 
expenditure will be insufficient to cover interest payments (including a contingency for 
the risk that interest rates rise over the next 20 years) and repay the principal. Officials 
should make it clear how the principal will be repaid and by who.  

22. In order to maximise the impact of the fund (i.e. unlock the most land possible for 
development and deliver on non-market outcomes), funding should be deployed in 
tandem with other levers at HUD and KO’s disposal. These levers include using 
compulsory acquisition under the Public Works Act 1981 to aggregate smaller parcels 
of land, and leveraging the proposed infrastructure fund to maximise local authority 
infrastructure contributions and achieve land use regulation concessions that improve 
development cost-efficiency.  

23. We recommend you discuss the following points with your Ministerial colleagues: 

a. Whether KO or HUD should administer the fund. 

b. Whether land acquisition should occur through KO private borrowing or net 
core Crown debt. 

c. Pairing this initiative with short-term regulatory and funding levers to make it 
more effective.  

d. With the Minister of Housing: Commissioning further work from HUD officials 
on clear criteria for what the fund can be used for, what the proposed $45m 
opex per annum is intended to pay for. 

Infrastructure fund  

24. The infrastructure fund aims to bring forward development-ready land and support 
Crown-led development. The total operating and capital expenditure proposed for the 
fund is $3.9 billion (with the exact breakdown of opex and capex under discussion).      

25. We support further Crown funding for infrastructure as a short to medium term measure 
to bring forward developable land for housing. To be successful and achieve its 

[34]
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objectives, significant work is required on the design of the fund which we can support 
agencies to do.    

26. We recommend that you direct officials to clearly outline the purpose, objectives and 
target outcomes of the infrastructure fund. This includes outlining exactly what 
additional infrastructure will be funded, over and above the Government’s existing 
$42B, 4-year investment, and what type of infrastructure this is likely to be. Doing so 
will help us mitigate the risk of overlap between this fund and existing central 
Government packages (e.g. the National Land Transport Programme and New Zealand 
Upgrade Programme) and existing/prospective Council funding under long term plans.  

27. We recommend that funding is allocated to infrastructure projects that enable the most 
housing development for the best value for money, and targets networked 
infrastructure solutions, rather than individual major assets.  

28. Using the fund to catalyse local council, and developer, investment in priority 
infrastructure projects will be important. Investment should require a level of co-funding 
but also all other levers required to unlock developable land, such as spatial planning, 
zoning and public powers.  

29. We would caution against including details on the fund in the initial announcement and 
Cabinet paper (and consider heavily redacting or not releasing the Cabinet paper) in 
order to preserve maximum Crown bargaining power in negotiations with local 
authorities.    

30. 

31. Finally, we recommend that funding is distributed in a  ‘sustainable glide path’ over 
many years, rather than a one-off hit – so that the already at-capacity civil infrastructure 
sector has the required certainty to gradually ramp up capacity and deliver more 
infrastructure without price escalation.  

32. We recommend you discuss the following points with your Ministerial colleagues: 

a. Value for money and leveraging the fund as key criteria. 

b. The need to withhold details in the initial announcement and Cabinet paper to 
preserve the Crown’s negotiating power with local authorities. 

c. Using the fund to target networked infrastructure solutions, rather than 
individual major assets. 

33. We recommend you discuss with the Minister of Housing: 

a. Commissioning further work from HUD and Treasury officials on the fund’s 
purpose, objectives, target outcomes, alignment with existing investment, and 
likely type of infrastructure it will fund. 

b. Directing officials to negotiate with Auckland Council to contribute their share 
of infrastructure costs for the Auckland LSPs. 

Residential Development Response Fund  

34. The repurposed Residential Development Response Fund (RDRF) seeks to support 
the construction sector to deliver a range of affordable housing options for owners and 
renters, including through direct subsidies. 

[38]

[33]
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35. 

36. 

37. 

a. 

Additional funding for the Land for Housing Programme 

38. This initiative would enable the existing Land for Housing Programme to deliver a 
broader range of non-market housing outcomes, including the delivery of a broader mix 
of housing, and/or housing in untested or marginal locations.  It seeks a Budget pre-
commitment for an additional $50 million in operating expenditure. It also seeks a 
transfer of $50 million of unallocated KiwiBuild dwelling funding.  

39. We are generally in support of this initiative. The Land for Housing Programme has 
historically been successful in enabling the delivery of market and affordable home 
ownership options and public housing places. However we recommend that officials 
provide a clear definition of what non-market housing outcomes the Crown will 
subsidise through this additional funding, and how much the subsidy will be on a per 
dwelling basis. As above, we recommend setting a maximum amount of subsidy per 
dwelling across various Crown and KO programmes.  

40. Clarification is required as to whether the proposed $50 million transfer of unallocated 
Kiwibuild dwelling funding is separate from the $50 million in operating expenditure 
sought, is recyclable, and is able to be recycled within the existing 10-year timeframe. 

41. We recommend you discuss the following points with your Ministerial colleagues: 

a. What level of Crown subsidy Ministers would like per dwelling, and setting a 
cap on the total subsidy across all Crown and KO programmes per dwelling 
(eg including First Home Grants). 

42. We recommend you discuss with the Minister of Housing: 

a. Commissioning further work from HUD officials on the purpose of the $50 
million from unallocated KiwiBuild funding and whether it is recycled. 

b. Commissioning work on a clear definition of “non-market housing outcomes”. 

Implementation and Monitoring  

43. 

44. 

[33]

[33]

[33]

[33]
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Expanding the Kiwibuild cohort of buyers to increase volume of affordable homes  

45. This initiative would allow existing homeowners who meet the KiwiBuild income caps to 
purchase a KiwiBuild home so long as they sell their existing home and will only own 
one home by the end of the transaction.   

46. We do not support this initiative. It would result in Crown subsidies flowing to relatively 
better off households (i.e. those earning at or near the income cap who already own a 
house) without increasing home ownership rates.  

47. Expanding the cohort could increase demand for KiwiBuild homes, but it is not clear 
that this initiative, in isolation, would lead to increased use of the KiwiBuild underwrite if 
developers still found it uneconomical to build homes at current price caps.  

48. This initiative could offset the risk that increasing Kiwibuild price caps (discussed 
below) would dampen demand for Kiwibuild homes (due to first home buyer inability to 
pay at elevated prices).  

49. We recommend you discuss the following points with your Ministerial colleagues: 

a. The proposal’s transfer of Crown subsidies to relatively better-off households 
without increasing home ownership rates. 

Kiwibuild property price cap increases (note this may be removed) 

50. This initiative seeks Cabinet direction on increasing KiwiBuild price caps in priority 
locations.  

51. We are agnostic to this change. Regular increases to price caps will change KiwiBuild 
to a demand-side programme, allowing developments to go ahead in the context of 
increasing land and construction prices, without putting as much pressure on the 
system to bring down the cost of supply. Crown subsidies are likely to flow to relatively 
better-off households, as low-income families are further priced out of the scheme. 
However increasing KiwiBuild price caps will support a strengthened pipeline of higher 
density developments that are inherently more affordable than stand-alone dwellings.  

52. The initiative has no direct fiscal cost. However increased prices will lead to greater 
potential exposure if underwrites are called in. On the other hand, increased prices will 
reduce the amount of land value that KO must write-down for each KiwiBuild property it 
supplies (currently ~20% of land value) as the land price it receives per dwelling will 
increase.  

Increasing the First Home Product property price cap for new builds  

53. This initiative will allow first home buyers who are eligible for First Home Products to 
use these products to purchase new builds at increased price caps. It will carry a fiscal 
cost, estimated at about $6 million per annum, given it will lead to a larger number of 
purchases being supported.  

54. We do not support this initiative. It will have an inflationary impact on house prices and 
will therefore be detrimental to housing affordability overall. It targets relatively better-
off households (i.e. those who can afford to buy at increased prices) with Crown 
subsidies. However, First Home Product price caps should increase if you decide to 
increase KiwiBuild price caps to ensure that these two policies are aligned.    

[33]
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55. We recommend you discuss the following points with your Ministerial colleagues: 

a. The proposal’s inflationary effect on house prices and transfer of Crown 
subsidy to relatively better off households. 

Next steps 

56. We will continue to engage with HUD on the Cabinet paper draft and financial 
implications, including the financial recommendations. 

 


