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Reference: 20200127 
 
 
14 April 2020 
 

Dear
 
Thank you for your Official Information Act request, received on 16 March 2020. You 
requested: 
 

I request, under the Official Information Act 1982, any information regarding the 
development of ‘special economic zones’ or similar geographically defined areas 
with special regulatory settings. 
 
Please limit this request to information since 1 January 2018. 
 
Where information is withheld, I request you provide the reason for refusal and 
the grounds in support of that reason as required by Sections 19(a)(i) and (ii) of 
the Act. 

 
This reply will also address the request you made to the Minister of Finance that was 
transferred to us on 6 April 2020. 
 
Information being released 

One Special Economic Zone has been discussed in the period since 1 January 2018. 
Please find enclosed the following report: 
 

Item Date Document Description Decision 

1.  19 July 2019 T2019/1997 - Discussion of a Special Economic 
Zone for Tairāwhiti/Gisborne 

Released in part 

 
I have decided to release the report listed above, subject to information being withheld 
under one or more of the following sections of the Official Information Act, as 
applicable: 
 
• section 9(2)(a) – to protect the privacy of natural persons, including that of 

deceased natural persons, 

s9(2)(a)

s9(2)(a)



2 

• section 9(2)(k) – to prevent the disclosure of information for improper gain or 
improper advantage. 

• section 9(2)(g)(i) – to maintain the effective conduct of public affairs through the 
free and frank expression of opinions 

 
Direct dial phone numbers of officials have been redacted under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams. This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s website. 
 
Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 
 
This reply addresses the information you requested. You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 

 
 
Jean Le Roux 
Manager, Transitions, Regions and Economic Development 
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Reference: T2019/1997 SH-11-1-2 (Regional Policy) 
 
 
Date: 18 July 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
Cc Hon David Parker 

Hon Shane Jones 
 
 
Deadline: 24 July 2019 
(if any) 
 
 
Discussion of a Special Economic Zone for Tairāwhiti/Gisborne  

You are meeting with Rt Hon Peters, Hon Parker, Hon Jones and Hon Nash on 24 July 
2019 to discuss a Special Economic Zone (SEZ) for the regions, with a primary focus 
on Tairāwhiti/Gisborne.  
 
This discussion on an SEZ follows an initial meeting on 1 May 2019 between Hon 
Parker, Hon Jones and Hon O’Connor focussed on initiatives that could catalyse 
investment in wood processing and associated infrastructure. These Ministers are 
interested in using the wood processing sector in Tairāwhiti to stimulate economic 
development in the region.  
 
This aide memoire provides background on Tairāwhiti and SEZs, and sets out 
exploratory questions that you may wish to discuss with your colleagues.  
 
Whakarāpopoto (Summary) 
 
In order to grow the economic development opportunities in Tairāwhiti, the Treasury 
encourages Ministers to: 
 

1. Establish what Ministers want to achieve and the key problems they wish to 
address, so that the effectiveness of solutions, such as an SEZ, can be 
better understood.  
 

2. Take account of the particular regional characteristics of Tairāwhiti, so any 
solution, such an SEZ, can respond to those characteristics.  

 
We note that establishing an SEZ would have much broader impacts than just 
catalysing activity in the wood processing sector and carries potential risk. There are 
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other interventions, such utilising the Provincial Growth Fund, that might better achieve 
Ministers’ objectives and should be considered alongside an SEZ. 
 
Ētahi atu whakaaro (Potential questions)  
 
• What are the key problems that Ministers want to address in Tairāwhiti?  

• Are existing programmes such as the PGF sufficient? 

• Will relaxing regulatory constraints drive the investment we want? 

• Why not national level reform? 

• Given the forecasted increase in harvest levels, will the market response achieve 
Ministers’ objectives? 

• What other ways can Government support Ministers’ objectives? 

 
Background to the region 
 
Tairāwhiti has one of the highest levels of socioeconomic deprivation, unemployment 
and youth NEET rates in the country (unemployment of 4.7 percent compared to 4.3 
percent nationally, and youth NEETs at 18.8 percent compared to 14.1 percent 
nationally). There are opportunities to improve and support the region.  
 
The Tairāwhiti regional economic development plan “He Huarahi He Whai Oranga,” 
identifies three key investment areas that could stimulate the region’s economic 
growth. These are: wood processing, aquifer recharge for sustainable horticulture on 
the Poverty Bay flats, and apiculture.  
 
He Huarahi He Whai Oranga also identifies several ‘enabling’ actions to achieve 
growth in the above sectors. These consist of two key areas: 
 
• Connecting with people and markets through reliable transport and digital 

networks (e.g., improvements to roads, ultra-fast broadband installation in 
Gisborne City, rural wireless internet and telecommunications connectivity). 

• Building capacity to support business development, growth and capital 
investment, including financial incentives, trade training and youth employment 
programmes, business development grants and establishment of a local business 
hub.  

 
The plan anticipates that if these focuses are met, then Tairāwhiti will realise a 20% 
increase in regional GDP and over 1200 new jobs by 2022. 
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The Government is already working towards enabling Tairāwhiti’s economic 
potential…  
 
Through the Provincial Growth Fund (PGF), the Government is already investing in 
many of the enabling actions identified in the regional economic development plan 
noted above. In addition, the PGF has been used to directly fund initiatives that will 
stimulate the wood processing sector in the region.  
 
Specific examples include:   

• $161 million for regionally-focused initiatives, including: roading ($137 million), 
upgrading Gisborne airport, a forestry skills training project, and feasibility studies 
on improving rail connectivity.  

• $19.5 million for a Wood Cluster Centre of Excellence, dedicated to wood 
processing, wood products, marketing and distribution, training and research.  

• Several national-level programmes funded from the PGF that will benefit the 
region, such as He Poutama Rangatahi (which works with NEETs), digital 
connectivity including improvements to Marae connectivity, rural broadband and 
blackspot improvements, and the establishment of Regional Digital Hubs to 
promote community and business activity.    

 
There remains capacity for the PGF to be used further and targeted towards other 
regional investments.  
 
Can an SEZ help to overcome the potential remaining barriers for Tairāwhiti?  

An SEZ generally works by either relaxing regulatory constraints or providing 
concessional tax settings in a defined spatial area.  
 
Regulatory Constraints 
The most obvious regulations that could be altered by an SEZ would be the Resource 
Management Act (RMA) and Overseas Investment Act (OIA). While there are important 
reasons for both of these regimes, the effect of having to work through the consent 
processes under each regime, and the complexity of these processes, can result in 
uncertain timeframes and uncertainty of outcomes. This can act as a deterrent for 
investors.  
 
Tax settings 
Tax concessions, such as accelerated deprecation rates in the region or investment tax 
credits, could also be used to create an SEZ. However, tax concessions are not a 
natural fit with New Zealand’s tax system. The New Zealand tax system operates with 
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broad bases (ie, wide coverage). In essence, this means tax is used to collect revenue 
rather than change behaviour. 
 
The costs of tax concessions are high because they would introduce a reduction in 
coherence and consistency of the tax system and the potential for accounting activity to 
be devoted to re-characterising expenditure so as to gain the concession. Therefore, 
strong justification of tax concessions is required.  
 
In terms of using the tax system to underpin an SEZ, the potential advantages are: 
 

• The broad reach of the tax system – all businesses interact with it. 

• It leaves businesses with discretion as to how they respond to the incentive. 

 
The potential disadvantages are: 
 

• The incentive will be available to all firms operating in the region and therefore 
reward actions that would have happened in any case. 

• It will distort the relative merits of projects as between the SEZ region and other 
regions. 

• Firms will be incentivised to portray transactions as complying. Potentially this 
could create a significant loophole that puts the tax base at risk or, to prevent 
this, a more heavy-handed compliance and administrative regime than is the 
norm. 

 
With respect to the last point, there would be some formulations of a tax concession 
that would be very difficult to police. For instance, determining accurately whether staff 
are employed, profits are earned or materials are used in a particular geographic area 
within New Zealand would be challenging. It might be more feasible to build tax 
concessions around large immobile assets, such as a plant or buildings. Such an 
approach, however, may come with the cost of distorting decisions ie. Incentives to 
invest in plant and machinery may shift employers’ preferences away from employing 
labour. 
 
However… 
An SEZ is unlikely to address non-regulatory barriers which may inhibit economic 
growth. For example, achieving social license for regional development activities, 
labour market shortages, improving council capability to undertake effective 
engagement, planning and decision-making, and improving council capacity to provide 
assistance for investors to cut through multiple regulatory requirements and 
immigration settings.   
 
An SEZ may also fail to address stronger underlying structural issues that have led to 
weaker economic performances by certain regions. 
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When is an SEZ appropriate? 
 
The Treasury’s general position is that policy interventions for economic development 
should focus at the national level. For example, if there are concerns that a particular 
regulatory requirement (such as under the RMA) is overly burdensome, a general 
reform would make more sense than a regionally-focused one.  
 
That said, a spatial focus can be appropriate when nationally-determined policy or 
regulatory settings are not sufficiently flexible to reflect different challenges and 
circumstances, including policies that: 

• Trial innovative economic and regulatory initiatives in a contained environment.  

• Focus on existing, underutilised economic potential (e.g. low productivity of land 
utilisation). 

In these circumstances, a regional approach to regulation via SEZs may be suitable. 
However, this would require careful consideration of the benefits and costs associated 
with the individual SEZ proposals and their regional and national impacts. There would 
also be institutional implications, as currently no organisation exists to scrutinise the 
claimed net benefits of regulatory proposals at the local government level.  
 
What are the Risks of implementing an SEZ?  
 

• Providing local councils wide-ranging authority via SEZs increases the risk of 
poor decision making for policy and regulation with potential fiscal implications to 
the Crown.  

• Risk of regulatory complexity. SEZs could lead to additional compliance costs for 
businesses which operate across multiple regions and create uncertainty for 
business investment.  

• Risk of regions engaging in wasteful competition between each other to attract 
economic activities, (e.g. competing film subsidies). 

 
 
 
 
 

 Analyst, Natural Resources, 
Hamish Slack, Acting Policy Manager, Transitions, Regions and Economic 
Development, 
 
 

s9(2)(g)(i) s9(2)(k)

s9(2)(k)
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