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Preface

NZIER 1s a specialist consulting firm that uses applied economic research and
analysis to provide a wide range of strategic advice to clients in the public and
private sectors, throughout New Zealand and Australia, and further afield.

NZIER is also known for its long-established Quarterly Survey of Business
Opinion and Quarterly Predictions,

Our aim 1s to be the premier centre of applied economic research in New
Zealand. We pride owrselves on our reputation for independence and
delivering quality analysis in the right form, and at the right time, for our
clients. We ensure quality through teamwork on individual projects, critical
review at iniernal seminars, and by peer review at various stages through a
project by a senior staff member otherwise not involved in the project.

Established in 1958, NZIER has offices in Wellington and Auckland.
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Executive Summary

NZIER and Corydon Consultants Ltd. have been commissioned by Enterprise
Waitakere, in association with Waitakere City Council, to provide an assessment of
the potential economic impact the decision of the Crown to vacate Whenuapai
Airbase (‘the Base™) will have on the Wajtakere and North West Auckland (NW)
regional economies. Our impact study analyses the downstream effects of the
withdrawal of the Base’s expenditure on output and employment in the two
economies. It also looks at the degree to which the Base population contributes to
local service infrastructure. Our findings can be summarised as follows:

With total gross output of $102.7 million, the Base currenily accounts for 2.3% of
total industry output in Waitakere City. The output multiplier of 2.3 implies that
the loss of this output will result in a further §132.2 million decline in output in
the rest of the Waitakere economy. Therefore, the tofal impact of the removal of
the base is $234.9 million in output terms.

The output multiplier for the defence industry in the NW sector is 2,5, higher than
that for Waitakere alone. This suggests that the loss of the Base will result in an
additional loss in output of $153.5 million from the NW economy. Thus, the
impact of the loss of the Base on the NW districts excluding Waitakere (ie.
Rodney District and North Shore City) in output terms will be around $21.3
million.

The employment multiplier for the Base in Waitakere is 1.6, suggesting that the
loss of the Base’s 1,061 (full-time equivalent) jobs would result in the loss of an
additional 586 jobs in Waitakere. The two principal contractors employed by the
Base expect to make 90 staff (75 full-iime equivalents) redundant following the
closure of the Base. Other local businesses are likely to experience a short-term
decline in sales, until the accommodation currently occupied by Base staff is
reoccupled.

With the closure of the Base, up to a possible 355 privately-owned homes could
be released onto the market in a short space of tiine. This may depress local
property prices, though approximately 120 of those houses are owned by civilians
who are not as likely to vacate once the Base closes down. The rclease of a further
421 houses associated with the Base could exacerbate this effect.

~ Local schools would lose pupils (in the short-term) and experience some social

disruption. Both schools and local recreation groups would lose a range of
assistance provided by the Base, including security, equipment, fundraising and
facilities, as well as the capacity to respond to emergencies. We estimate the
maximum number of families that could be lost to the region to be 826.

However, the Base’s contribution to the local economies has been declining over
the last 20 years. This gradual wind-down, together with the amount on notice of
the closure, is likely to reduce ihe impact of the closure, both on Base staff and the
local economies, from that which would otherwise have been the casg,
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1. Introduction

NZIER, in association with Corydon Consultants Ltd,, has been
commissioned by Enterprise Waitakere (EW) and Waitakere City Council to
provide an assessment of the potential economic mmpact that the Crown’s
decision to vacate Whenuapal Airbase will have on the Waitakere and North
West Auckland regional economies. This assessment is required to assist
EW in evaiuating the need for action to avoid the long term negative impact
that the loss of this activity may have. EW wants to gain an understanding
of the impact on the local economy in ternms of the activities provided and
the services, product purchased, and the number of people employed both
directly and indirectly,

These considerations form the basis of this impact study, which analyses the
downsiream effects of the withdrawal of expenditure on output apnd
employment in the two economies. In addition, we examine the degree to
which the base population contributes to local service infrastructure.
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2. Historical analysis

2.1 Introduction

This section locks at the history of Whenuapai Airbase {'the Base”) and its
relationship with the local community across time. The reference point is
predominantly Waitakere City; however, some comparisons are made with
the North West (NW) sector of Auckland (1.e. the area covered by the
combined Rodney District, North Shore City and Waitakere City Territorial
Authorities). There is somewhat of a dearth of information available on
Base operations. information was most scarce in relation to the period when
Whenuapai operated as an international airport. As a result, there are some
inevitable gaps in the data and analysig, As time series data on the Base
population were not readily available we have largely resiricted our
coverage to history, personnel (employment) and incomes.

2.2 Background'

Located near the upper reaches of the Waitermata harbour, around twenty
minutes’ drive from central Auckland, Whenuapai airfield is one part of
what is known as Base Auckland? Grassed areas surround the base,
although urban spraw} has seen residential housing gradually encroach on
the largely rural backdrop.

Construction of Whenuapai as a base for Wellington bomber awrcraft began
in the late 1930s, at the behest of Siv Ralph Cochrane, the RNZAF’s first
Chief of Air Staff. This followed the purchase by the Air Foree of 600 acres,
which took effect on 5 September 1938, Tuming the land from swamp and
kauri forests into a useable airfield was a difficult task, undertaken in great
secrecy and urgency due to the imminence of WWII. The construction of
the hangars to house the Wellington bombers and the airmen was obviously
not an insignificant undertaking and indicates the substantial impact
Whenuapai had on the local area even in ifs infancy. The cost of buildmg
the hangars alone was estimated to be about £100,000,

2.3 Wartime activity and beyond

One of the reasons for establishing the base was to provide American
reserves in the Philippines a place to land in New Zealand. Such a landing
place was congsidered necessary in light of the impending batlles, especially

Most of the material presented here is drawn from Ingersoll {updaied). Rather than relorencs
seoarately, 1z footuste serves as a general reference,

The ether part of Base Auckland i3 Hobsonville, whose operations are winding down in 2002/03.
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the Baitle of the Coral Sea. Following the Japanese bombing of Pearl
Harbour in 1941, activity on the base picked up substanhally. Indeed,
Whenuapai became the main entry and exit point for aircraft that were to
serve in the Pacific. The heavy aircraft placed pressure on its hitherto grass
runways, such that in 1942 the Government authorised the immediate
construction of a concrete runway at Whenuapai. This meant an additional
500 men were required for a period of about s1x months, just to do the work.
Housmg for the men was alse required. While no precise figures for
Whenuapai are available, the cost of the concrete runways at Whenuapai
and Ohakea was estimated at £1.4 million.

Following the war, activities at Whenuapai were scaled back drastically.
Aircraft on loan were either returned or scrapped, most of the new bases set
up both in New Zealand and overseas were closed down and an air of
uncertainty hung over the future of the Air Force. Whenuapai was kept
operational and in iate 1945 it opened to civilian air traffic, with the
intenfion of twrning it into an international airport. In 1947 National
Airways Corporation (NAC) took over the passenger and freaght carrying
service, and regular services between Whenvapal, Paraparawmu and
Harewood ensued. A regular international flight from Whennapai teo
London, via Sydney, Darwin, Singapore, Bombay, Basra, Athens and Rome
started in April 1963, and continued until November 1965. It was in 1965
that the international airport opened on the site of Auckland Aero Club’s
original airfield at Mangere, and civilian operations moved there after
around twenty years operating out of Whenuapai.

According 1o a Metro magazine aticle in 1983, the mid-1960s saw
tremendous change in the local RNZAF scene. The departure of civilian
operations allowed a retumn of focus to military activities and radical aircraft
re-equipment also took place, with significant leaps in technology. The
piston-engined Handley-Page Hastings gave way to the pressurised, turbo-
prop Lockheed Hercules;, while the Sunderland flying boats were replaced
by the latest in Lockheed Orion maritime patro! aircrafi, containing highly
sophisticated electronic surveillance gear. This was also the time that the
previously scparate stations of Hobsonville and Whenuapai were merged
mto one and became RNZAT Base Auckland.

More recent data has been difficult to obtain, but what has been made
avatlable suggests a declining role for the Base over the last 20 vears,

2.4 Personnel

Perhaps the greatest contribution of Whenuapat to the local economy has
“been in terms of the large numbers of people associated with the Base. As
described above, these numbers were not restricted to those military
personnel and civilians who actually worked on the base. They also
included tradespeople, genersl labourers and associated serviee providers,
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Useful information on the numbers of these ancillary people is not readily
available so the focus of our analysis will be on Base employees.

The nuinber of Base staff in 1940 was estimated at approximately 300
people. Within a few years, this had grown to about 2,000, Obviously the
war effort required large numbers, but such a rapid increase in such a short
space of time 1s remarkable,

It was estimated that, in 1983, Base Auckland employed a total of around
1,300 service personuel and 76 civilians {Mesro, 1983). This represented
around a third of the RNZAF total for that time. In 1989, estimates placed
the total numbers at avound 1,400, while in 1992 there were some 1,700
military and 90 civilian personnel in total (RNZAY, 1992). Figure 1 below
presents estimates of the numbers of employces on the base over time.
Despite a brief increase in the early 1990s, overall numbers have been in
general decline over the period. While the average annual percentage
change in full-time equivalent (FTE) persomnel® for the period 1983-2002
was -1.3%, the corresponding figure for the period 1991-2002 was -5.0%,
indicating quite a rapid decline in Base employee numbers in the last ten
years.

Figure 1 Base personnel
Number of emiployees
2,000

1,800 r
1500 &

1400 &

1,200
1000 |

0o+

P T S S U S
10E32 1685 1957 1085 1989 1953 1855 8oy 1499 200

; Source: RNZAF, Metro Magazine

Figure 2 (below) shows total employment of those usuaily resident in
Waitakere Ciiy (on an FTE basis} and the proportion of that employment the
Base represented during 1986-2001.% As we would expect given the
reduction irr numbers of Base staff, the proportion of employment of those

FTE numbers are cateninied as all full-iime stall plus hall of part-time staff (we used the number of
cmployees defined as caseal as a measure of parl-tunc empioyces;. For the historical data poiats,
we ussumed that the same proporsion of everall siaff were part-time as was the case in 2002,

1

Note that we have assumaed that all of the personnel employed by the Basc reside 1in Waiaskere City,
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usually resident in Waitakere City accounled for by the Base shows a
declining trend {except for the significant rise in the second period).
Conversely, tolal employment of those usually resident in Waitakere City
shows an increasmg irend, with annual average percentage growth of 1.3%
over the period 1986-2001, compared with an annual average decline for
Base numbers of -1.7%. These trends serve o exacerbate the decline in the
proportion of Waitakere City employment accounted for by the Base.

In essence, since 1986 the contribution of the base has declined both in
absolute terms and relative to total employment for those usually in
Waitakere City. The latest data available indicate that the Base accounted
for around 1.3% of total employiment of those usnally resident in Waitakere
City in 2002, which is shightly less than half of what it was in 1991.

In 1986, the Base accounted for around 1.0% of employment of those
usuadly resident in the NW sector, while in 2002, that figure was 0.6%,
During the temporary rise in employment in 1991, the base accounted for
around 1.2% of FTE employment in the NW sector. While not shown in the
chart below, the annual average percentage change in employment of those
usually resident in the NW sector as a whole was 1.6% from 1986-2002,
meaning the contribution of the Base to this sector was declining at an even
faster rale than for Waitakere City.

Figure 2 Woalitakere City usually resident total

employment and Base share
Percent of Waitakers usually resident employment {LHS), number of FTEs

{RHS)
2.5% | e e e+ e e e - 80,000
|
30% .' / 70,008
i 2 fuase roportion of
L o WWertaharg Ci 1 B0.000
5% —— ] a:tatere City
| Emgityment {LHS)
! —Waitakere Gly 150,000
2.0% v Emgployment {HS)
4 40,000
154 *
: * 30,000
L% !
5% i
“ : - 20,000
B.5% ; | 10,600
: ) . i i

1686 121 1998 200E

Source: Statistics NZ, Various

The figures above are census data, which were used 1o try to show the lrends
over time. While useful for this purpose, they tend to underestimate the

* We have inforred total FTE crployment for Waitakere Clty 1n 2002 from the 2001 dals using the
annuel average peroentage change for 1986-2001, and the ¥TE formulation mentiened in footnote
4 above,
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contribution of the base to Waitakere City Dbecause they measure
employment of the population usually resident in Wailakere City, This
includes those who Hve in Waitakere City, but actually work outside the
authotity boundaries.® When we consider employment within Waitakere
City itseif, the contribution of the base s made even more clear. Figure 3
(below) tells a similar story to the figure above. What 15 interesting 18 the
same general relationship as Figore 2 but a ditference in magnitude.

While FTE employment within Waltakere City has been growing al a
slower rate than employment of the usually resident population, a
divergence is emerging between the proportion of the employment provided
by the Base in Waitakere City and FTE employment in Waitakere City. The
reason this divergence is less marked is that the Base actually accounts for a
larger proportion of employment within Waitakere City than it does in terms
of employment of the usually resident population (on average there 1§ about
a one percentage point difference for the years that we have data). While we
do not have a long time series of data to work with, this is an issue that
should be borme in mind when considering the effect of the Base on
Waitakere City.

Figure 3 Employment in Waitakere City and Base

share
Persent of employmant in Waitakere City (LHS), number of FTEs (RHS)
Bl mommmesnimtinm et s e o [ . e ADODD
4 5% 71 Base prepotion of employment in Waitakere City {LHS}
% ~—=FTE amployment In Wailakere City{RHS) .+ 50,000
0%
1E% - S
5% MM | 40,000
3.00, i i
: ; I -
2.5% 1 [-—l i 1 | EM600
20% : i ' b
i i | . i o
15% | l . i 1 [ . i 20,00
-, . I
o | : 110,500
0.5% i i 1 ! :
0.0% 1 . 1 f

1997 1258 1989 2000 20 2002

© 7T Qource: Statistics NZ, Various

¢ ancedotal evidence suggests thar Waitakere City exporis around 40% of labour, while importing
anly around 19%, se there is 1o offict, & net cutflow of people whe live in Waitakere City but travel
cutside the arca o work.
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To get a better idea of the relative significance of the Base, we have
compared the 2002 count of personnel in terms of FTEs with other
industries in Waitakere City and the NW seclor in Table 1 below.” While
tiny in comparisen with the manufacturing and retail trade industries, the
base itself employs more people than either of the agriculture, forestry and
fishing, mining and utilities industries in Waitakere City. it employs
roughly the equivalent of 41% of the total number of FTEs employed in the
accommodation, cafés and restaurants sector in Waitakere. As we will
explain in the section on multipliers below, the Base may actually be
responsible for some of the employment in this {and other) sectors.

Table 1 Composition of usually resident employment by
industry 2002

Bource: Slatistics Mew Zealand, Various

To get a measure of whether the Base was an exceptional case among
industries in terms of the reduction in staff munbers, we compared
employment in 1986 with the corresponding figure in 2002 for a range of
industries in Waitakere City.® The results are shown in Figure 4.

* 'We have applisd the average annual percentage change figure to 2001 industry emiployment to
derive the 2002 figures.

! While there were differenees in the number of indusiry clussifications in 1986 and 2081, we

vonducied a concardance cxergise to he able o make valid comparisens. In additien we applizd the
avcrage annual porcentage change fgure to the 2001 data o derive the 2002 figures, We did not
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Industry Share of FTEs {%)
Waitakere NW sector
: Agriculture, forestry and fishing 133 2.23
Mining N 0.02 0.06
Manufacturing 1584 12.84
Utilifies (electricity, gas and water supply) 0.24 023
- Construction 7.33 7.64 2
Wholesale frade 7.78 8.1/
| Retail trade 12.67 1256 |
Accomm. Cales and restaurants 338 3.54
Transport and storage 405 3.81 ]
Communication services B 1.83 A8
. Finance and insurance 3.63 4.35 n
Property and business services 11.96 14,05
BASE STAFF ' 1.36 0.51 |
Other govt, admin. and defence 2.30 2.93
 Education 692 §.77
Health and community services 7.03 6.92
Cultural and recreational services 249 274
Personal and other services 412 4.09 |
Not elsewhere inciuded b3 i 472
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The number of industries that shed staff between 1986 and 2002 was about
the same as those whose numbers increased, Table 2 (below) presents the
percentage changes m indusiry employment in Waitakere City between
1986 and 2002. [t shows that the average change in employment across all
industries was an increase of around 52%, while Base staff numbers
declined by around 23%. Excluding those who were not adequately defined,
the big movers during this time were services related — particularly cultural
and recreational services and property and business services. Retail trade
also saw just above average growth, but is particularly noteworthy because
of its aiready high base in 1986.

Figure 4 Employment by industry of those usually resident in
Waitakere City

Fuif time equivaleni employees

20,000 N e
18,000 - _
18600 - C11988 02002
14.000 b
12,000 -
10,000 F -
8,000 F
8,000 | !
Alom ’ | iﬁ—]’_,—l | | ] i m
2,000 | j il - .
o= L A Tl ‘r:»-m et L
& £ o A ] i
ﬁﬁ‘ 3’& gfn ,sf" & £ § g)‘? ;g’ £ fvf 4 £ 4 I;t? 539 &
f o g F F & g P F F F S F
c\é" £ & & & 7 N A A A f & &
F & ¥ & F s f F LS
& ¢ §F & & 7 & F v
S CF & F & § & X
i?é ° éf !“‘f o r§ q‘i’é‘
- ¥ £ S

Source: Statistics NZ, Various

have time serics data for employment within Waitakere City on a comparable indusiry basis, so
ibese fgures will erd 9 underostimates the relative size of the Base,
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Table 2 Change in usually resident employment 1986-2002 ~
Waitakere City

Industry Percentage change in employment
Agriculture, forestry and fishing | -28.6 N
| Mining 483
Manufacturing -29.4 o
Utilities {electricity, gas and water supply} | -58.4 |
Construction 264
Wholesale irade 1 o 38.7
Retail frade 51.7
Accomm. Cafes and restaurants 58.0
Transport and storage -4b
. Communication services 237
Finance and insurance ) 20.9
Property and business services 209.9
BASE STAFF 231
Other govt. admin. and defence ___-15
Health and community services -18.3
Cuitural and recreational services . 137.2
Personal and other sepvices 44.7
Not elsewhere included 590.6

Source: Statistics New Zealand, Various

2.5 Incomes

The original purpose of this section was to look at the Incomes of Base
personnel with a view to seeing if, and how these changed over time. It was
considered useful to ascertain levels and chapges in the incomes of Base
staff relaiive to other industries in the local area. If those on the Base have
higher than average income levels, then the impact of the relocation will be
felt more acutely in the local economy than if their income levels were
lower than average, That 1s, assuming that Base employees have ronghly the
saine consumption patterns as non-Base employees, the effect of the
relocation on the local economy will be more pronounced than s suggested
by the employment figures alone.

However, we were unable to obtain sufficiently robust data to make valid
comparisons over time, Thus, we have only two data points to work from:

» tolal wages and salaries of Base emplovees in 1992:% and

? Spe NZDF Land Mansgement Planning Study. 1992,
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¢ average salaries of Base employees by arm in 2002,

Therefore, our ability to compare and analyse incomes over time was
severely constrained. We were able to compare the information we had with
Census data on fetal incomes by industry for Waitakere City and the NW
sector, but it should be borne in mind that, as a general rule, salaries and
wages only form part of an individual’s total income, and would therefore
tend to underestimate such a measure.

Our limited comparison provides some cvidence 1 support of the
hypothests that jobs data alone may underestimate the economic impact of
the Base. In 2002, the average salary of Base staff of around $38,700 was
greater than the average total income of FTE empioyecs in Waitakere City
of around $37,300. ® Onee other sources of income are considered, Base
employees” total incomes are likely to be even greater than non-Base
employees on average. This confirms that measuring the loss to the local
economy only in terms of FTE jobs from the relocation decision would tend
to underestimate the actual impact across the community.

In 2002, Base employees accounted for around 1.3% of total FTE
employment in Waitakere City, while the total salaries alone (i.e. excluding
other potential income sources such as interest or dividends) of those
employees was equivalent to around 1.7% of the total incomes of employees
_ in Waitakere City. Sa, while we have limited data to work from, there is
some evidence that those Base jobs that would be lost to Waitakere City as a
result of the relocation are remunerated at a higher level than average. In
addition, the Base data we worked from did not include the salaries of the
23 foreign personnel on exchange, as they are not pad by the RNZAF.
Obviously, these people would expend some of their income in the local
economy, which is not counted here as we do not have mformation on their
renituneration levels.

2.6 Expenditure

Table 3 (below) sets oul total Base expenditure in 1992 and 2002, The 2002
figure for salaries and wages was provided by NZDF. Other figures for 2002
are based on the 1992 figures, and assume that the proportion of total
expenditure on these ifems has remained the same over the decade. When
considered against a backdrop of a drop in overall numbers, the similanty
between the wages and salaries bill in the two vyears suggests Base
employees have enjoyed increases in remuneration over that period.

" n order to crable comparison, two steps were laken. First we iook the midpoint averages of

income hands from the 2001 consus bands, muitiplicd by the munber of FTE for cach band {with an
impuled amount of 3154,000 for those registered as having & total meome over §100,000). Sccond,
we caleuialed the porcentage change in Publie Scelor weekly camings 2nd applicd that w the 2001
aumbers to derive the 2002 fzures. This is mperfoct, but uszful for expusition purposes.
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Expenditure 1992 ($ million) = Expenditure 2002 {$ million}
 Soiies s wages S R L LG
Goods and services 9.0 92
Warks and services 44 4.3
Rates 03 . 03
Fuet 119 : 13
TOTAL 64.6 5.2

Motes: {1) Data on wages and salares provided by NZDF, ali others

estimated assuming identical shares of total expenditure in 2002 as in
1992,

JSource: NZDF NZIER

2.7 Summary

Analysis in this section has been hampered by the lack of availability of key
data. The data supplied by NZDF covered only a relatively short time
period, and came with caveats around its accuracy. Notwithstanding ths, we
have been able to place the impact of the Base in an historical context and
look at some high level comparisons across time. It is clear that the Base
today is not as significant as & was in the past, when it was first a key part of
wartimie operations, and later operated as Auckland’s intemational
commercial airport.

While employment at the Base has been declining, employment of those
usually resident in Waitakere City has been increasing. This has accentuated
the decline in the Base’s proportion of FIE employment of those usually
resident in Waitakere City. However, these figures tend to underestimates
the Base's presence in Waitakere City when we Jook at employment within
Waitakere City itself. The difference in magnitude between ihese two
measures is around one percentage point in the years for which we have
data. While we were not able to make a strict concordance with the time
series data on an industry basis we do have, the general point about the
relative size of the Base should not be overlooked.

Despite this, there is some suggestion that the Base’s contribution to the
local economy is not so large today as it was in the past and therefore the
econoinic consequences of the closure will not be as significant as they
wonld have been i the past. [t1s likely that the impact of the closure will be
further reduced by the amount of warning provided, which means that all
those affected have time to adjust their behaviour.
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In saying this however, the Base could not be considered insignificant to the
Waitakere City economy. Given that the average income levels of Base staff
are higher than those of average non-Base employees, the impact 1n terms of
jobs lost will be magnificd, assuming similar consumption patterns. Fimally,
the Base has contributed more to the community than jobs and incomes, and
that loss will also be fell in the ‘hearts and minds’ of local residents. A
discussion of social impacts follows,

Page 12 Al-'



3. Social impacts

3.1 Analytical framework

A review of literature about the effects of major company closures in New
Zealand over the past 20 years or so shows a pattern in the types of impacts
experienced by the towns and districts in which these closures took place."’
Commonly the following impacts were experienced:

e A drop in the value of house sales as relatively large numbers of houses
are put on the market over a shart period.

» A drop in house rent prices as a surplus of rental housing becomes
available,

» Loss of key skills from the wider community {e.g. health workers and
teachers) as spouses leave town with those made redundant.

+ Loss of volunteers from community organisations.

» Closure of businesses that had been reliant on sales to the company and
its employees {leading to further redundancies).

.« Increased household debt, defavlts on mortgages and rents, and
increased incidence of service disconnections.

¢ Disruption to community structures resulting from the influx of new-
comers, loss of friends and family members, as well as workers losing
the sense of camaraderie gained through being part of the organisation’s
worlcforce.

* Symptoms of stress among school pupils due to anxiely and uncertainty
in the homes of those affected by redundancy and the loss of friends
when families move away.

* A high tnover in school rolls, with associated distuption to school
programmes &5 those made rechindant leave and new people move in.

It should be noted however that there are at least four significant arcas of
difference between the situations described in the literanure on industrial
closures and that of the Whenuapai Base closure,

Clutha Valley Hydro-development, closuse of Mosgicl woellen mill and Patea and Southdown
freczing works, See also Closedown: A review of New Zealand lierature pertaining to industriad
clpsedowns v wass redundtancies; TI80-1954 (Ministry of Works and Development, May 1985),
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1. With the exception of Scuthdown in South Auckland, most of the
documented closures happened in provincial areas, away from major
cities. Whenuapai 1s part of the Auckland region, the biggest
population centre in the country and as such is In an area where
housing 1s In demand, house prices are disproportionately high, and
employrent opportunities are relatively plentiful.

2. Most of the employees affecied by the documented closures were
made redundant, whereas when the Base i3 closed, most of the
employees will have the choice of transferring to Ohakea or some
other part of RNZAT operations. They will not be made redundaut
although it is expected that some will choose to resign or retire early
rather than be relocated.

3, Most of the documented closures were relatively sudden with little
time to implement mitigation strategies to reduce the effects on
workers and the community.

4. According to the Base Commander at Whenuapai, the Base operates
to a large extent as a community within a community -- largely self
sufficient in ierms of many services as well as social networks.
Employees are weli-conditioned to transfers and tend not to ‘put their
roots down’ because of this. Permission to survey the base employees
was not forthcoming and so wec were not able to verify this perception
to any great extent, However, information gained through interviews
with a variety of agencies indicate that the Base is seen, at least by
some, as part of the Whenuapai community and that a nuniber of
people employed at the Base have a reasonably high level of
mnteraction with the wider community.

We cannot verify the extent to which Base employees have established local
social networks. This would be a major determinant of the degree 10 which
they are likely to be affected by the closure and relocation. However, we
have been able to interview a range of agencies and orgamsations in the
local commuunity that interact with the Base in some way. The differences
between {his closure and that of most major industrial closures as outlined
above, will inevitably reduce the relative severity and scale of the social
effects experienced by the Whenuapai commmnity and by the Base
emplovees, Nevertheless, some social effects can be expected. This report
focuses on the effects of the closure on the community, not on RNZAT
employees. The scale of the impact on the community will depend largely
on the number of Base employees who dectde to leave the area.

3.2 Method

We had intended to carry out a random survey of 25% of those currently
emploved at the Base, primarily to oblain information on such things as:
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» The exient to which Basc personnel engage with the local commumity
and the types of community activities they engage n.

» Employment status of spouses.
s The extent of home ownership and private renting among staff,
¢ The length of time staff had been employed at the Whenuapai Base.

s The decisions that persomel are most likely to make when the Base
closes, 1.e. whether to stay with RNZAF and re-locate or stay in
Auckland and cither retire or look for alternative employment,

1t was intended that this information would be suppiemented by information
gained through interviews with schools and other agency representatives in
the jocal community. However, peninission to carry out a staff survey was
not forthcoming from the RNZAF and so the interviews with schools and
agencies became the primary source of information. This has been
supplemented by data provided by RNZAF on organisational structure,
employees’ age groups, family status and home ownership.

3.3 Key findings

3.3.1 How many are leaving?

Currently the Base employs 1.067 personnel (1,061 FTEs}. According to the
Base Commander (Stu Mackenzie), up to 100 of these people could still be
required in Auckland as Naval Support staff. If that is so, on current staff
levels, as many as 967 people and their immediate families could potentially
leave the area in 3-3 years, depending on the timing of the ¢losure. We place
at 826, the maximum number of families that would leave as a result of the
Base’s closure.

Information provided by RNZAF shows that the majority (70%) of the
current workforce 1s aged between 21 and 40 years. The regular force (RF)
is by far the largest group of employees and the majority of these (75%) are
35 years or younger. By the time the Base closes at least 37 employees will
be close to or over the usual retirement age of 65 years.
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Table 4 Whenuapal Base employees by age and service arm
AsatiM2i02

Age Group

20 and under
211025
26t0 30
Nto35
3610 40
41ta 45

46 10 50
51to 58
Bfto 80
61 and over .

Total

Averags Age

Source: NZDF

Civilian

2

18

24

23

30

163

47

Casual

0

0

Arm

Foreign

23

ag

2

4

68

221

174

173

116

61

23

843

30

Nen-Reg Reguiar Total

73
231
182
196
144
31
41
32
40
37

1,067

34

Of the 1,067 employees, the majority (826 or 77%) are married or living in
de-facto relationships and 240 (22%) are single (Figure 5). The majority of
the workforce has been employed n the Airforce for less than O years. The
vast majority of those who have served more than 9 years are married or in
de-facto relationships while the majority of single employees have served 5

years or less.
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Figure 5 Whenuapai Base personnel by marital status
As at 1/12/02, all arms

Single

- 23%

Defacta /
36%

!

Married
41%

.. Source: NZDF

According to the Base Commander, Air Force personnel are used to being
posted to a variety of locations and it is common for pecple to be moved
every 2-5 years. This orgamsational culture is likely to substantially mitigate
the impacts of the closure on Base employees, their families and the
decisions they make regarding their future, relative to that normally
experienced with a major closure. A mumnber of factors are likely to reduce
the impacts on Base employees.

L. A widespread acceptance of a fransitory lifestyle among the Base
personnel.

2. The sense of ‘community’ usually derived from one’s neighbourhood or
town 15 likely to be derived from the social and professional networks
within the Base itself. This 1s enhanced by the self-sufficiency of the
Base in terms of recreation and other facilities {(e.g. the after-school
Programme}.

e

Congeguently, many of the Base personnel, especially single people with
no children, can be expected to have relatively wealk links with the wider
community.

4. Because of the frequency of postings, the Base population 18 reasonably
fluid and, according lo the Base Commander, it can be expected there
will be a 25% turnover of cument personnel by the time the Base
actually closes. Those that take their place will have no expectation of a
long-term stay. '

5. The ‘Return of Service’ rule for those who have been put through
training courses by the RNZAF means that employees to whoin it

A aa Page 17



Firal versfon

applies are bound to the Force for a number of years, during which time
they mey be posted to wherever the Force chooses. Accotrding to the
Base Commander, people in this category are generally younger
employees, especially air crew, Those who do not fit into this category
will be able to choose to leave the Force when the Base closes. No
information was available on the numbers of personnel in sach category.

The Base recently conducted a series of focus group consultations among
employees to ascertain their willingness to transfer to Ohakea. They found
there was a significant degree of reluctance ameng some sections of the
workforce to move. This reluctance was based on a range of factors
meluding:

» Not wanting to disrupt their children’s schooling (particularly in the case
of those with high schoel aged dependants).

s Their spouses or partners had a good job which they did not wish to give
up.

o They had put down roots in the area — owned their own home and/or a
boat and liked the Anckland lifestyle.

Although the proportion of those who said they were not willing te move
was imitially high, according to the Base Commander this proportion is
declining as people become accustomed to the idea. He expected that by the
time the Base 1g {inally closed, most staff would have decided to transfer to
Ohnakea rather than leave the Air Force,

We were unable 10 verify this. From comments made by Base staff and
others 1t seems hikely that a significant proportion may decide to leave the
Air Force and stay in Auckland. The Principal of one of the schools
interviewed stated:

“I know rthat not all the families are planning to move fo
Ohakea when the [closure] occurs. Some have told me that
they intend fto resign and stay in the local area because of
spouse’s employment or because they have older children
seted into local high schools.”

One of the few Base personnel we were able to interview said that, based on
discussions with others emploved on the Base, he estimated that, at this
stage, at least 25% intend to resign rather than go to Oliakea. The reasons he
cited were the same as those reported from the focus group process (see
above}.

The uncertainty regarding the numbers of personnel who will have a choice

and what choices they are likely to make mean it 18 impossible to estimate
the number and family status of people likely to stay and their family status.
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This precludes an aceurate assessment of the effects of the closure on some
areas such as the private housing market and schools. However there are a
number of other areas where effects can be assessed with some certainty.

3.3.2 Effects of house sales

Information provided by the RNZAF shows that 355 (33%) of the current
workforce live in their own homes (Figure 6). Of these, 262 are married.

Figure 6 Whenuapai Base personnel by

accammodation type
As at 1/12/02, figures refer o people rather than households

Single quariers
18%

Cwner otcupled
33%

Private rental
9%

Marrled quarters
40%

o Sourcer NZDF

The results of the staff focus group consultation process recently conducted
by the RNZAF show that married staff who own their own homes arc the
least likely to be prepared to relocate to Ohakea. A concern expressed by
staff in the focus groups was over the need for sufficient notice of the
closure to enable those living in their own houses to organise the sale of
their homes, The release of 355 houses onto the property market within a
short period could have a significant effect on house prices in the area,
However, this figure can be considered as an upper bound, as around 120
houses are owned by civilians, who would be less likely to vacate with the
closure of the Base. Without any information on the location and
geographical spread of these houses 1l is not possible to calculate the likely
severity of this effect. Also, as indicated above, an unknown propontion of
these homeowners may choose not o leave.

3.3.3 BDisposal of RNZAF accommodation

There are 421 houses associated with the Base {on the Whenuapai Base,
near the Base and at Hobsonviile) as well as single quarters that can
accommodate over 190 people. At this stage, Housing New Zealand
Corporation (HNZC) has not declared an interest in acquiring the vacaied
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Base accommodation although there seems o be a general perception in the

area that this will happen. Another option would be to sell the houses for

removal. HNZC staff currently involved in discussions over the fiuture of
land and accommodation associated with the Base consider it highly

unlikely that many, if any, of the houses will be sold for removal; they will

more likely be reoccupied in situ. The urban design work currently being

undertaken by the Waitakere City Council and HNZC is based on this
assumption.

Negotiations are currently underway with HNZC regarding the future of 136
ha of RNZAF land in the Hobsonville area. This includes the Hobsonville
village area, 90 ha of bare land and 30 ha of land occupied by Defence-
related infrastructure. Some of this land 1s of interest to the Muustry of
Education for two future schools; much of the remaining land could be
developed by the Corporation for residential use.

Housing New Zealand Corporation advised that under its policy of ‘pepper-
potting’ state housing, only about 25% ~ 30% of the sections will be used
for state remtal accomunodation. The rest will be sold either to owner-
gccupants or for private rental accommodation.

The development of the surplus land for residential use means that there will
be a significant increase in the residential population of the Hobsonviile and
Whenuapai area over the medium term. Whatever the future ownership
status of the surplus Base houses, given the demand for housing in the
Auckland region they are likely to be reoccupied within a short time. Some
of the oceupants will be state tenants, although most can be expecied to be
private home owners.

3.3.4 Impacts on contractors and local retailers

There are two principal contracting companies employed on the Base -
Eurest and Serco. Eurest runs all the hospitality and accommodation
services on the Base including the cafeteria and the cleaning of the
accommodation blocks and officers” mess. Altogether they cmploy 60
people at the Base, 35 of whom are employed full time, All of these jobs
will become redundant with the closure of the Base.

Serco is responsible for the cleaning of all the non-accommodation
buildings as well as building maintepance and grounds maintenance. This
company emplovs 30 people on the Base, about 25 of whom are employed
full-ume. The part-time workers are cleaners; the majority of the other
employees are trades people. All 30 jobs will become redundant when the
Base closes.

There will be a number of other businesses 1n the Whenuapai/Hobsonville

area {or whom a high percentage of clientele are associated with the Base.
Some of the small-scale retallers i the Whenuapai and Hobsonville
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shopping centres may fall in this category. These businesses are likely to
experience a decline in sales and a loss of employment capacity, at least in
the short-term until the Base accommodation is reoccupu.d and the HNZC
subdivision becomes a reality.

3.3.5 Impacis on the community

a) Impacts on Schools

Information provided by RNZAF shows that there are approximately 548
children with one or more parents employed at the Base. Of these, 139 are
pre-school, 263 primary or intermediate, and 146 secondary. The Base
Commander advised that the majority of younger pupils attended
Hobsonville and Whenuapai Primary Schools while most of those of
secondary school age were split between Massey High School {which has
the Base within its zone) and Westlake Boys and Girls. Because of the size
of the school rolls, and the fact that most RNZAF families do not live on the
Base itself, information on the numbers of these children attending each
secondary school was difficult to obtain.

The numbers attending each school (as reported by each school) show a
large mumber of pupils unaccounted for when compared with the figures
supplied by RNZAF. The {igures for the two primary schools can be
assumed to be reasonably accurate because the relevant pupils in each class
were actually counted. However this was not possible at the secondary
school level because of the number of classes involved. When the
discrepancy was discussed with Massey High they confirmed that it could
be assumed that the majority of the 146 secondary pupils referred to in
RNZAFY figures (ic. in excess of 100} attended their school. The figures
reporied by the schools together with the numbers of staff and Board of
Trustee members with connections the Base are shown in Table 5,
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Table 5 Schools attended by pupils whose parents work at

_Whenuapai Base
School

Hobsonville Primary
Whenuapai Primary

Massey High

Westiake Boys High

Westlake Girls High

Totais
» Boards of Truslees

Primary schools

Total

pupils

613

385

2,300

1,960

2,050

7,308

No. of
pupils
with
parents at
the Base

52

Likely 1o be
it the order
of 160

18
unknown

135

.68

% of
totat
school
roll

13.5%

4%

0.9%

unknown

9.5%

No, of

teachers
whose
partners
work at the
Base

2

1

No. of
BOT
members*
from the
Base

Judging from the above figures, the two primary schools are likely to
experience significant impacts. Not only do they have a significant
proportion of pupils with parents employed at the Base, but they also rely on
the Base for 4 wide variety of resources and staff support.

Whenuapai Primary has the highest level of intéraction with the Base. This
school uses the Base’s heated indoor pool for all its swimming classes and
_ for its sports day, and uses the Base grounds for its cross-couniry events.
The Base assists the school in a variety of ways including:

e Providing large tents and outdoor lighting facilities for gala days.

e Making staff available and providing visual aids (slides and maps) for

talks on specialist topics.

» Donating surplus equipment such as computers and printers.

» Providing access to the Base’s weather station for science projects.

e Providing equipment for Health and Safety fire extinguisher training at

the school.

» Heip with networking of the schiool’s equipment by technicians from the

Base,
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Forther, the school principal attributes the absence of vandalism at the
school to the 24 hour presence of the Base security staff.

Unlike Hobsonville Primary, Whenuapai is a zoned school, This restricts the
pool of potential students and as a consequence the school roll is very
stable. [f the Base houses are not re-occupied quickly or are relocated, this
school could expertence a sigpificant drop in its roll. To address this, the
schoel would need to drop ifs zoned status and actively recruit pupils from
outside the area.

Hobsonville Primary regards the Base as very much part of their school’s
identity — their logo even incorporates helicopters. Hobsonville’s roll is
expanding as more families choose this school for their children. The school
is not concerned about the loss of pupils from the Base, which they
anticipale will relieve a potential overcrowding situation. However, there is
concern about the potential joss of associated facilities and parental support,
Hobsonville uses the Base swimming poel for training and borrows tents
from the Base for outdoor education activities and gala days. According to
the Principal, parents associated with the Base play a big role in fund raising
and sports events and alse accompany school field trips.

Experience from other major closures mdicates that for the two primary
schools, a high turnover in school rells and associated disruption to school
programmes can be anticipated as Base employees leave and new people
move m. According to the school principals, the majority of the pupils in
both schoels come from settled, supportive families with ‘rural” values. A
number have parents or even grandparents who attended the same school.
Both schools place high value on fostering a culture of respect and
responsibility among pupils, and have a policy of zero-tolerance of
aggressive behaviowr, The prineipals of both primary schools are very
concerned about the potential ynpact of the Base’s closure on the culture of
their schools, the way their school operates and the quality of the
relationships between pupils. The nature of the socio-economic impacts will
depend very much on decisions related to the future location and occupancy
of the Base houses. Large numbers of newcomers with contrasting values
and backgrounds will provide a challenge for integration, especially if the
wransilion happens over a short time pentod.

Because of the high number of students potentially involved, school morale
could be delrimentally affected by children from families under stress as a
result of the closure. If large nwmbers of families move away, those left
behind will experience the loss of friends and social networks.

Secondary schools

Information on the number of pupils with parents employed at the Base was
not available from Westlake Girls High and data from Westlake Boys
cannol be relied on for the reasons noted above. Given the overall size of
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their rolls and the fact that the Base is not within the zone for Westiake Girls
or Boys, these schools are not likely to be affected to any significant degree
by the loss of pupils from the Base. Neither school has Trustces from the
Base and Westlake Boys has only one teacher associated with someone
employed at the Base. Massey High will be more affected. Although the
- number of pupils with parents working at the Base is estimated to be n the
order of 4%, this school will potentially face the need 1o replace four
teachers whose spouses/pariners work at the Base.

hj Impacts on recreation groups

There are four sets of recreation facilities at the Base that are regularly used
by outsiders: the swimming pool, the golf course, and the rowing and
yvachting facilities. As noted above, two schools rely on the Base's
swirnming pool. Others in the surrounding community also use the pool,
The nearest alternative facility 1s in Henderson.

'The golf course has considerable patronage from the community around the
Base as well as from wider Waitakere. Membership is open to anyone.
There are a number of aliernative golf courses in Waitakere with West
Massey, a 10-15 minute drive from Whenuapai, being the closest. However,
the Whenuapai course i3 less expensive than other courses and for this
reason some golfers are prepared to bypass other facilities to use the one at
the Base.

Westlake Boys High and Westlake Girls High both use the Defence
Department’s boating facilities at Hobsonville. The Boys High has 60
rowers enrolled which makes 1t one of the largest public rowing schools in
the country. The Girls High has about 35 rowers. In addition, 5-6 rowess
from the Waitemata area access the facilities under the umbrella of
Westlake Boys. Westlake Boys has a fleet of 22 15m rowing boats which
are stored on the Hobsonville site in an old hanger and a storage shed
belonging to the Airforce. The Girls High has about !5 boats which are also
stored on the Base’s [Hobsonville site.

If these schools lose access to such storage capacity within close proximity
1o the places where they row, their ability to continue with the sport wouid
be seriously timpeded. Alternative sites such as Lake Pupuke are unsuitable
for serious training, and the boats are too fragile and cumbersome to be
transported long distances 1o and from storage.

The RNZAF Base Auckland Yacht Chib at Catalina Bay has 122 members,
60% of whom are civilians. The RNZAF restricts the numbers of civilians
who can join the club. Once the Base closes, the club expects the number of
members 10 double, The club runs organised races for every class of boat
each weekend in the summer and every second Sunday during the winter, as
well as year-round races on Wednesday evenings. In addition, the club hosts
a regatta every two years for clubs west of the Harbour Bridge. It is the high
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quality of the factlitnes that makes this possible. The club uses the boating
facilities on the Hobsonville site which mnclude a jetty, workshop, tractor
shed, shed and dinghies for the rescue boat, toilets, a concrete ramp, a
pontoon and a club house. The club is well patronised for a number of
Teasons:

s There is a strong sense of camaraderie among the members, many of
whom have been with the club long-term.

s }tis the only club on the western harbour with a club house.

+ [t is not constrained by the tide as is the casc for the nearest alternative
facilities at Clearwater Cove, West Park, Marua and Herald Island. Te
Atatu 1s restricted by the Harbour Bridge,

The club hopes that the Waitakere City Council will acquire the yacht club
stte {which, according to the Commodore, is on reclaimed land with no
previous owner) and then enter into a lease with the yacht club for the
facilities.

¢) Impacts on the local fire brigade

According to the Principal Rural Fire Officer for Waitakere, there is a great
deal of formal and informal interaction between the Urban and Rural Fire
Brigades and the Whenuapai Base. Tius mucludes shared training courses,
assistance with fire fighting, atliendance at accidents and civil defence and
emergency support.

The Base provides specialists for particular fire~fighting courses (such as in
the use of foam). The Civil Defence Regional Urban Search and Rescue
Teams are trained at the Base (2-3 day courses). During these courses the
Base provides catering and accomimodation. According to the Principal
Rural Fire officer, #t will be very hard to {ind an alternative to this facility
and any altemative is likely to be nmch more expensive, He thought it
mevitable that this would lead to a reduction in the number of training
COUrses run.

Base personnel also assist with the control of nearby [ires and with car
accidents, The NZ Fire Service trucks have a water carrying capacity of
1,200~1,800 hitres whereas those from the Base can carry 3,000-4,000 litres.
The extra capacity comes in very handy for rural fire-fighting. The nearcst
Fire Service truck is at Wailemata but if that is unavailable a truck has to be
brought from Henderson or Avondale. Traffic on the highways can cause
severe delays for trucks coming from these areas. The Principal Fire Officer
believes the closure of the Base will result in delayed response rates in some
cases. The cost of allocating a truck to the Whenuapai area 1o replace those
currently available from the Base could not be justified,
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According to the Principal Fire Officer, the closure of the Base will also
have a detrimental effect on the local capacity to respond to civil
emergencies. The Base has a rostered fire crew of at least tent at all times as
well as a ready-response force of about fifty that can be called on in the
gvent of a civil emergency. The Base is also able to provide hospital and
cooking facilities and shelter for large nwabers of civilians in the event of a
civil emergency.

“What we are going to miss is the day-to-day unofficial assistance
and co-operation that make things easier for us and for ratepayers”,
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4. Economic impacts

41 Method

National mput-output {]O) tables are produced reasonably regularly by
Statistics New Zealand. The most recent of these is for the year ending
March 1996, and this forms the basis of the Auckland/Waitakere regional
IO tables. Regionalisation is done using a mix of Statistics New Zealand
business demographic and population census data. Effectively, we use
employment and business location data as a proxy for regional economic
activity, and use this to split national business sales and purchase
transactions, as recorded in the national input-output table, into regional
allocations. Similarly, regional population distribution is used as a proxy to
allocate household spending across regions.

An 10 table shows the sales and purchases between sectors, including those
between mdustries, households, and overseas (1.e. imports and exports), The
10 (able provided by Statistics New Zealand, which forms the basis for our
analysis, comprises 120 sepurate industries, one of which — ‘defence’ --
includes the activity of the Whenuapar airbase. Thus, we can use a
Waitakere City regional 10 iable to depict the flows specific to the local
defence sector.

The inter-industry nature of the 1O table provides the basis for valuing the
flow-on effects through the lecal economy of a change in one sectior, That
is, by manipulating the mput-output table, we can derive the Impact on
Waitakere City of the withdrawal of the Whenuapat airbase. This estimation
18 typically known as input-omiput or multiplier analysis, The remainder of
this section explains what multipliers are and how they are derived. Section
4.2 presents the results of our 10 analysis of the contribution of the Base to
the economies of Waitakere City and the NW sector.

4.1.1 What is a multiplier?

A smultiplier 15 a means of measuring the magnitude of the role that g
particular sector plays in the overall economy. This measure takes account
not just of a sector’s direct economic contribution, but also its degree of
inter-relatedness with other sectors and households. For example, a sector
with a relatively small number of employees may draw heavily from other
sectors, and thus have a much larger economy-wide impact than its
smmplioyment share would suggest.

In simpie terms, derivation of industry multipliers rests on the notion that in
order for a particular sector to preduce goods or services, it must purchase
mputs from other sectors. These sectors in tumn rely on the provision of
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inputs from yet more sectors, and so on. Whenuapai airbage, for example, is
a user of electricity, which is provided by businesses in the electyicity
generation scctor. Electricity generators in turn depend on inputs from the
oil, gas and coal sectors, amongst others. These sectors i turn purchase
materials from a range of other sectors.

Furthermore, a sector has the potential to affect the level of household
spending via its role as an employer. Employment provided by the airbase,
for example, provides income to the households of its employees, which is
in turn used to purchase goods and services, These goods and services
require additional production by their respective supplying sectors, which as
we have seen above, gives rise to a chain of flow-on effects through other
industries.

These simple illustrations show that the potential economic impact of
Whenuapai airbase extends well beyond the immediale provision of defence
services. The purpose of multipliers is to fully capture this impact.

Mulnpliers are essentially ratios that relate the size of the economy-wide
impact resulting from an ingtial change in a particular sector, to the size of
that mifial change. Thus, an output multiplier of 2.9 for a particular sector
mdicates that if that sector were o increase output, cconomy-wide output
would increase by 2.9 times that amount. boportantly, this economy-wide
change includes the imtial change.

There are three broad effects of an change in production activity associated
with the withdrawal of Whenuapai Airbase:

e The direct effect is the mnitial decrease i the current level of expenditure
by the Base,

o Indirect gffects are the flow-on effects on supplying sectors — that is,
former suppliers to Whenuapai will in tum be reguired to lower their
production {i.e. purchases of inputs) once the Base orders ccase;
suppliers” reduction in production will lead to falls in their suppliers, and
80 On.

» Inchiced effects record the additional change 1 activity in the economy
that is induced by a change in the income aceruing to households. Each
of the subscquent falls in production activity arising from the Whenuapai
closure, for instance, will lead to some decline i the value of wage and
salary income paid to employees (because, potentially, staff are either
required to work fewer hours, or fewer staff are required). This fall in
wage and salary income will depress household consumption, which in
turn will put further downward pressure on production activity,

The magnitude of these effects, within given boundaries, will depend not
only on the size of the mitial decline (in this case taken to be the current

level of expenditure of the airbase) but also on the level of ‘leakagey’ of
expenditure from the Waitakere and North West Auckland regional
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economies'”. This depends partly on the location of industries providing
goods and services to Whenuapa: (within or outside the region) and in tum
where these supplier imdustries source their wuputs irom. It also depends on
the propensity to consume or save of the indusiries or housebolds
concermned.

4.1.2 Caveats

For a host of reasons, multipliers mmust be interpreted with caution., In
particular, three key points should be noted:

(1 Multipliers assume that sectors combine inputs, and produce oufpnts,
m fixed proportions.

{n}  Multiphers take no account of induced changss in relative prices.

(ii)  Multipliers assume that labour and capital are available in unlimited
quantities.

As an illustration of the effect these asswnptions can have on economic
impact analysis, consider the closing of the Whenuapal airbase in general
terms. This will have the potenial to generate unemployinent. in the real
waorld the labour force is not undinuted in size, and basic economics tells us
that additional supply of a imited resource will have a tendency to lower the
price of that resource. In turn, changes n mput prices will tend to lead (o
some degree) to substitution toward the relatively less expensive inputs
(from the relatively more expensive alternatives); however, the assumptions
vnderlying multipliers preciude this.

These effects, aione or combined, wiil tend to lead to a multiplier which is
greater than the true cconomic impact on a region of a change in one
industry. That ts, multipliers have a tendency to overstate economic impacts.

A detailed description of multiplier methodology is set out in Appendix A.

4.2 Resulls

Our 10 analvsis allows us to analyse the contribution of the Base to the
regional economies of Waitakere City and the NW sector.

Because pracncally all defence employment in the Waitakere Territorial
Authority is by the Whenuapai Base {with only a very smail number of
emiployees remaining at Hobsonville), we can reasonably assume that it
accounts for almost the entire industry in owr Wantakere-level regional
analysis. The NW sector includes other defence activities (e.g. Devonport

2 The North West Auckiand sub-rogion mcludes Rodney, Waitskere City and Norih Shore Turritorial
Authorines.
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Naval Base). However, by looking at this wider region, we also capture
more of the flow-on effects of Whenuapai itself.

4.2.1 Output”

Waitakere City

Total gross output from the Base totals $102.7 million. This accounts for
2.3% of total gross output in Waitakere, Table 8 sefs out gross output by
industry, and contribution to total gross output for Waitakere.

The output muitiplier of the Base for Waitakere is 23", jmplying that an
initial $1 increase in activity {output} by the Base generates a further $1.30
of output elsewhere in the Waitakere economy.”

NW sector

Total gross output of the defence industry m the NW sector amounts to
$295.3 million, or 2.2% of total gross output in the region (see Table 9).

The output multiplier for defence 1 the NW sector is 2.5, higher than that
for Waitakere alone. This suggests that the loss of the Base will result in an
additional loss in output of $153.5 million from the remainder of the NW
economy. Thus, the impact of the loss of the Base on the NW districts
excluding Waitakere {ie. Rodney District and North Shore City) in output
terms will be around $21.3 million,

4.2.2 Employment

Waitakere City

The employment multiplier for the Base i3 1.6 in Waitakere. This means
that, for every additional job created on the Base itself, an additional 0.6
(FTE) positions are created elsewhere in Waitakere.'®

NW sector

The employment multiphier for defence in the NW sector 15 1.6, the same as
for Waitakere.

B Now thet these owput figures differ from owr expenditure sstimates o 2.6, Our analysis was
hampered by lack of timeseries dala fom NZDFE,

M Motz that we have rounded the multipliers in the text 10 one decimal place. The caleulations m the
tables are derived from multipliers 1o four decimal places,

B Tu put this multiphier in perspective, the indusiry output multiplicrs for Waijtakere City range in
value beiween 1.9 and 2.9,

" The underlying asstmption is that an increase in cinployment will couse (or iy driven by) a
proporionaic inerease in vach of the cthor inputs, witich in tura leads to additional activity apd
cmployment i other sectors. That is, it is nol the incrcase in the Base®s employment per se, that
gonoratcs further employment clsewhere; sather it is the general increase at she Base, of which
mereased employment i & parl.
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Table 6 Multiplier effect - Waitakere

Divectimpact | Multiplier | Indirect effect

23 132.2

 Employment (FTEs)

Tota! gross output {§ milion) . 1027

Source: NZDE NZIER .

Table 7 Multiplier effect - NW sector

Direct impact Multipter indiract effect
Ernployment (FTEs) T 1,081 o6 831
Tota: gross output (§ million) 295.3 .25 4413

SBource: NZDF, NZIER -~ .

17 : . - . - P . . .

" Recall thei this figure represents FTE employees. While oversli Base coplovment (s 1067, this
includes 12 aisdl defined as casual. in keeping with the standard definition of FTE, wa have
inchyded haif of the part-time/casual stalTand ail of ihe fuil-time stafl in our FTE calenlations.
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Table 8 Industry contribution to total gross output - Waitakere

Industry Gross output {$ millions) % total gross
output
Construckion 6324 129
Retail Trade 409.6 8.0
Wood and Paper Product Manufacturing 392.5 85
Wholesale Trade 354 9 78
Food, Beverage and Tobacco Manufacturing 266.6 59
Business Services 2236 4.9
Patroleum, Chemical, Plastic and Rubber 2149 47
Properly Services 2134 47
Machinery and Equipment Manufacturing 194.5 4.3
Textiles and Apparel Manufacturing 178.2 39
Medal Product Manufacturing 140.8 3.9
Transport and Storage 1351 30
Finance and Insurance 133.8 258
Heatth and Community Services 125.8 2.8
Edusation i219 27
Communication Services 165.0 23
Defance 1027 23
Fumiture and Qther Manufacturing 79.8 1.8
Local Govsriment Adminisiration 796 17
Personal and Other Community Services 68.2 1.5
| Etectricity, Gas and Water Supply 666 15
Ner-metallic Minerat Product Manufacturing 55.1 1.2
Central Government Administration 546 1.2
Printing, Pubiishing and Recorded Media 514 1.4
Cultural and Recreational Services 518 1.1
Accommadation, Restaurants and Bars 497 1.1
Agricufture 45,7 1.0
Fishing _ 3.7 0.1
Foresiry and Logging 35 ol
ining 2.6 01
Ownership of Owner-occupied Cwellings 0.0 (.0
TOTAL 4556.9 100
l
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Table $ industry contribution to total gross output — NW sector

industry Gross output {$ miltions) % total gross
output
Construction 1728.5 126
Wholesale Trade 1584 .2 118
Retail Trade 11245 }I §2
i Business Services 574 4 ‘ 11
E Property Sarvices 682.1 50
! Finance and Insurance 560.8 ; 4.1
| Wood and Paper Product Manufacturing 557.0 4.1
Petraleur, Chemical, Piastic and Rubber 556 8 4.1
tachinery and Equipment Manufacturing 547.2 4.0
Food, Beverage and Tobacco Mamufacturing 50,8 37
Transport and Siorags 428.9 31
Healih and Community Services 4285 31
Metal Product Manufacturing 3470 2.9
Commanicatian Services 3432 25
Textiles and Asparel Manufacturing 3825 24
Printing, Publishing and Recordad Media 3243 24
Education 3196 23
Defence 2953 2.2
Electricity, Gas and Water Supply 285.2 2.1
Agriculture 2785 1 20
Furniture and Other Manufacturing 2114 : 15
Personal and Other Commiunity Services 193.4 l 14
Cuftwral and Recreational Services 1831 ' 14
Accommuodation, Restaurants and Bars 1914 14
‘ Local Government Administration 187.2 14
Centrat Govermment Administration 171.2 13
Non-metallic Mineral Product Manufacturing 140.0 1.0
Forestry and Logging 66.3 05
Fishing 34.6 03
Mining 298 0.2
Ownershio of Owner-cccupied Dwellings 0.0 0.0
TOTAL 13867.4 100.0

A3g
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5. Summary of findings

s  With tota] gross output of $102.7 million, the Base currenily accounts
for 2.3% of total industry output in Waitakere City. The output
multiplier of 2.3 implies that the loss of this output will result in a
further $132.2 million decline in output in the rest of the Waitakere
economy.

¢ The defence industry output multiplier for NW sector is 2.5, suggesting
that the loss of the Base will result in an additional loss in output of
$153.5 million from the remainder of the NW economy. Thus, the
impact of the loss of the Base on the NW districts excluding Waitakere
(ie. Rodney District and North Shore City) in output terms will be
around $21.3 million.

» The employment multiplier for the Base in Waitakere is 1.6, suggesting
that the loss of the Base’s 1,061 (FTE) jobs would result in the loss of an
additional 386 jobs in Waitakere. The two principal contractors
emploved by the Base expect to make 90 staff (75 FTEs) redundant
following the closure of the Base. Other local businesses are likely to
experience a short-term decline in sales. until the accommodation
currently occupied by Base staff is reoccupied.

»  With the closwre of the Base, up to 355 privately-owned homes could be
released onto the market in a short space of time, This may depress local
property prices. The release of a further 421 houses associated with the
Base could exacerbate this effect.

¢ Local schools would lose pupils (in the short-term), and are likely 1o
experience some disruption as pupils from new families move in to the
area setile in. The schools would also lose a range of assistance provided
by the Base, such as security, fundraising, facilities and equipment,

* Local recreation groups would lose assistance such as storage capacity -
for equipment, and boating facilities, as well as volunteer time and
traming, The withdrawal of the Base would also reduce the local
capacity to respond to civil emergencies, accidents, search and rescue
operations and fires.

s These impacts are likely to be mitigated by the fact that the Base’s
contribution to the local economies has been generally declining over
the last 20 years. This gradual wind-down, together with the amount of
notice of the closure, is likely 1o reduce the hmpact of the closure, on
both Base staff und the local economies, from that which would
otherwise have been the case,

A3q
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Appendix A Multiplier methodology

A.1 Type i and Type Il multipliers

Type 1 and Type Il multipliers differ in the extent to which they fully
capture economy-wide impacts of a sectoral change. In this study we will
report Type I multipliers since they provide a more comprehensive 1neasure
of economic change. The derivation of Type [l multipliers is essentially an
extension of the Type I algebra; hence both Type I and Type 1! derivations
are presented here.

The distinction between Type 1 and Type I multipliers is as follows:

o Iype !l mutipliers measure the direct and indivect effects of a change. In
the mgstance of an output multiplier, the direct effect 1s the initial change
In output in the industry which is experiencing a reduction in demand.
The indirect effects result from the need to produce less inputs for that
industry.

s Type Il multipliers include the direct and indivect effects, as well as the
induced effect of a change. The initial direct and indirect effects result in
lower employment, which in turn affects household income, which
lowers demand, which lessens output, which then lowers emplovment
further, and so on.

A.2 Derivation of Type | multipliers™

Given an n-sector cconomy, the transactions matrix and the vectors of final
demands and outputs can be represented as: v

A2 Zin 1 Zlc\’; N P
' | (A [ X
- - I H [
31 I Zan { Zc | ! P |
. : o T2 p g
Z= ‘ i f=1" x=1"2|
. . I ]
- . i | | '
. F e | " N
a - e g i \ny .
y “ol cZ cr g y.
where:

¥ Now that the following exposition tonds to Usc an increasc i activity to iHustrate. However, the
logic applies equally 1o & dooreass o activity,

2 in the tter-industny Study 1996, which forms the basis of the nasitiplier analysis coniained in this

report, B o= 26,

AQ.O Page 35



Final versjon

zy == sector i sales to sector j
Ji = sector j sales to final demand
x; = tota] sector j sales

The c-th row represents compensation of employees (ie. payments for
labour), and the c-th colwmn is household consumption.

The relationship between the elements of these matrices is:

:{‘.',-: fl+z‘;2+...+z‘,-n+j} (l)

The technical coefficients (or direct input coefficients) of sector j are
written;

e Y
& -zg/‘xj- (2

which in matrix form is:

(a1 dp ﬂm\;
. i
e an e
A = .21 T2 ?n
L HE ) A .

Thus ay is the proportion of sector f’s total output (the value of which is
equivalent to the value of sector j's total mput) and is made up of inputs
from other sectors (i),

Grven equation (1), sector {°s sales can be rewritten and expressed in terms
of technical coefficients as:

= Xy S X, + (3)
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LEquations (1) and (3) respectively can be written in matrix form as:

x=Zi+[f 4)

x=Ax+Tf (5}

where i is an #-element column vector of s,

Recall that equations (1) and (3), and hence {6} and (7), are equivalent.
Using an saxn identity matrix and rearranging equations (5) yields:

Ix-Ax=f

= (-Ax=f (8)

From this we can derive the change in output, X , arising from a change in
final demand, £

x =1- A ()

(i — Ay' is the Leontief Inverse, or the total (Initial, direct and indirect)
requirements mairix. This can be represented by B so that:

x =Bf (10

A2.1 Qutput muitipliers

Re-expressing equation (70) in expanded format gives:
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From this it can be seen that the economy-wide impact of £ is:
" " I N
X =3 byf; (11)
=1
For fi = 1,x" reduces to:

X = by (12)

i=1

el
j=

X is the (Type 1) output multiplier: that is, how mmch does sconomy-wide
output have to increase to meet a §1 increase in final demand for the output
of sector j.

A.2.2 Value added multipliers

In principle these are calculated in the same way as for oulput multipliers;
the distinction is that changes in sectoral output arising from a change in
final demand are scaled by each sector’s value added input coefficient (ie
the ratio of value added to total inputs).

The value added input coefficients are calculated using the sum of the
compensation of employeas, the operating surplus and net indirect tax rows
of the input-output table. We shall denote this sum as z. In a manner
similar to that used to derive the direct input coefficients in equation (2}, the
vaiue added input coefficients are:

A43
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Cyai ™ Eygf 1 X (13)

By using this to scale the impact of changes in output we have:
* i 1
v, = Z Ayibiy 1 By (14;
i=1

This 1s the (Tvype 1) value added multiplier. Its interpretation is: how much
will economy-wide value added increase, above the initial increase in sector
7’8 valpe added payments, given an increase in final demand of sector f's
output of §1.

A.2.3 Employment multipliers

These are calculated as for the value added muitipliers, but rather than use
valne added to scale the output effects we have uscd the ratio of ful} time
equivalent (FTE) jobs to output by sector. This employment ratio is:

eJ,v:FTEJ-KIxj- (15}

Using this in our multiplier calculation gives:

i
t?} :Z_efbé,- ;f(?j (/]6)
=1

A3 Derivation of Type il multipliers

In the calcuiations above, the matrix elements are restricted to those within
the mxn confines of the transactions matrix of the 1996 Inter-industry tables,
However, this effeciively excludes the impact of changes in household
income arising from addittonal final demand, since household income and
consumption 15 ouiside of the zxm mairix. Type I muliipliers address this
issue by expanding the sxp matrix to include househeld consumption and
compensation of amnployees, Households are etfectively treated as another
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production sector in Type 1l multiplier analysis, producing labour services
and demanding consumption goods and services.

The technical coefficients for the household row and column are:

o = 251X (17)

Gy = Zip ! X, (18}

where:
a; = the labour coefficient for sector j

a;. = the *household consumption’ coefficient.

In equation (18), xc represents household disposable income. For the
analysis contained in this report we calculated household disposable income
as the sum of: ‘

e compensation of employees (from the input-output tables)

s seif-employed camings (derived from SNZ’s Institutional Sector
Accounts)

¢ dividend earnings (derived from SNZ’s [astitutional Sector Accounts)

and then subtracted tax from that sum using an average personal income tax
rate derived from the Jastitutional Sector Accounts.

A4S
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Appendix B List of interviewees

The following people and organisations were interviewed as part of our
social impact analysis:

Mack Allen: Wellbeing Collaboration Project Manager, Waitakere City
Council

Peter Barber: Principal Rural Fire Officer and ex Chief Fire Officer,
Urban Fire, Waitakere City

Judy Brown: Principal, Whenuapai Primary School, Whenuapai
Graham Deacon: Chair of Waitakere Boys High Rowing Club
Margaret Doherty: Principal, Hobsonville Prim'é.zy School, Hobsonville
Neil Gray: Housing New Zealand Corporation, Wellington

George Higgins: Commodore RNZAF Base Auckland Hobsonville
Yacht Club

St Mackenzie: Wing Commander and Base Commander, RNZAF,
Whenuapa:

Manager: Serco Defence, Waitakere

Robyn Mihaere: Principal’s Secretary, Massey High School, Masey, .
Auckiand

Danny O’Donnel: Leisure Services Manager, Waitakere City Council

Peter Reid: Squadron Leader, Facilities Manager, RNZAF Base
Auckland

Russell Richardson: Chuef Executive, Eurest, Head Office
Nathan Villars, Westiake Boys High

Lesley 7. Administration, Westlake Girls High.
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Appendix C Information sources

We tried a mumber of sources i an altempt 1o gather the data we needed on
the Base's employment and expenditure patterns over time. All these

mich

hods failed to provide us with the information we needed. Below we

document the sources tried.

A request in writing was sent to Peter Reid, the Facilities Manager at the
Base.

We met with Stu Mackenzie, the Base Commander. We also puat our
information reguest in an email to him. Stu ruled owt the possibility of
doing a survey of employee intentions on the closure of the Basc, but
offered nformation on numbers employed, ete. He later declined to
provide us with this inforination, and directed us to Gp. Cpt. Randerson
for all further data recuests.

On Stu’s dwection, we put o request in writing 10 Gp. Cpt. Randerson.
Cp. Cpt. Randerson provided some statistical information after a second
request and confirmed that a survey of Base employees was out of the
gquestion.

We approached Mark Unsworth of Saunders Unsworth Litd.
We sent a request i writing to Peter Bollmann at RZNDF.

Our bhibrartan contacted the librarian at NZDF. Their librarian was
advised by Ric Cullianane (Public Relations) that they would not
provide us with the data we were seeking.

We sent an Official information Act request 1o the Minister of Defence
and the NZDF. We received s response from this on 7 July. We received
data on persomnel numbers and costs from 1997, and on expenditure and
income from 1998/99. However, the nature of the data provided meant
that it was of hitle use to cur analysis. It was imadequate in places, and
was accompanied by the disclaimer that ‘it is possible that some data
were missed, I therefore cannot contirm that the data provided are
complete or accurate’, Despite these inadequacics, we did run some
crass-checks aga i and mput-outputl analysis, We found
no cause to alter any of our asswmptions or resulty.

st our historic:
We also searched through NZDF Annual Reports {(which didi’t have
dala disaggregated by Rase), and refuted websites.

We also approached Auckland Interpational Airport, Alr New Zealand

and the Auckiand City Council inan atlempt to get some information on
the Base when it operated as an international airport,
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