Reference: 20200174

14 July 2020

s9(2)(2)

$9(2)(a)

Dear

THE TREASURY

Thank you for your Official Information Act request, received on 18 May 2020. You
requested:

All proposals, including draft versions, together with accompanying agency
advice that were prepared in relation to the tourism support package.

Information being released

Please find enclosed the following documents:

Item Date Document Description (released in part)

1. 17 May 2020 Tourism tagged contingency: Treasury advice to Minister of
Finance’s office on Tourism Support Package recommendations
for Budget Cabinet paper

2. |7 May 2020 Tourism sector recovery package — tagged contingency: Treasury
email to Minister of Finance’s office on Tourism Support Package
contingency recommendations for Budget Cabinet paper

3. 18 May 2020 Aide memoire on Tourism New Zealand’s proposed Cabinet paper
on a tourism support package

4. | 10 May 2020 DEV briefing for Tourism Recovery paper: Treasury briefing to
Minister of Finance’s office on MBIE’s Tourism Recovery Cabinet
paper

5. | 3 May 2020 Draft report: Tourism sector COVID-19 support, Version 7

6. |5 May 2020 Draft report: Tourism sector COVID-19 support, Version 8

7. | 5May 2020 Report: Tourism sector COVID-19 support, Version 9

| have decided to release the relevant parts of the documents listed above, subject to
information being withheld under one or more of the following sections of the Official
Information Act, as applicable:

1 The Terrace
PO Box 3724
Wellington 6140
New Zealand

tel. +64-4-472-2733

https://treasury.govt.nz



o advice still under consideration, section 9(2)(f)(iv) — to maintain the current
constitutional conventions protecting the confidentiality of advice tendered by

Ministers and officials,

o certain sensitive advice, under section 9(2)(g)(i) — to maintain the effective
conduct of public affairs through the free and frank expression of opinions, and

. direct dial phone numbers of officials, under section 9(2)(k) — to prevent the
disclosure of information for improper gain or improper advantage. We have
redacted the direct dial phone numbers of officials 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 own website.

Items 1-2 are emails with advice on the tourism recovery strategy and Budget process
from the Treasury to the Minister of Finance’s office. Item 3 is a report to the Minister of
Finance’s office outlining the Treasury view on a draft Tourism New Zealand Cabinet
paper which did not end up progressing to Cabinet. Item 4 is a briefing to the Minister
of Finance’s office outlining the Treasury view on the replacement draft MBIE Cabinet
paper which progressed and formed the basis of the Tourism Recovery Package. ltems
5-6 are late stage drafts of the final report which Treasury provided to inform the
$400m Tourism Support Package, and item 7 is the final Treasury report.

Information publicly available

The following information is also covered by your request but will not be released under
section 18(d) of the Official Information Act because it is already publicly available
online (please note the updated website below for Item 9, which is a more direct link
than the one provided to you via email on Friday 10" July):

Item Date

Document Description

Website Address

8. | 11 May 2020

Cabinet Minute CAB-20-MIN-
0219.04: COVID-19: Response
and Recovery Fund Foundation
Package: Vote Business Science
and Innovation

https://treasury.govt.nz/publication
s/information-release/tourism-
portfolio-budget-2020-information-
release

9. | 12 May 2020

MBIE Cabinet paper, Tourism
Recovery

https://covid19.govt.nz/updates-
and-resources/legislation-and-
key-documents/proactive-
release/supporting-the-
economy/#documents-proactively-
released-on-26-june

Information to be withheld

There are additional documents covered by your request that | have decided to
withhold in full under the following section of the Official Information Act, as applicable:



https://treasury.govt.nz/publications/information-release/tourism-portfolio-budget-2020-information-release
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https://covid19.govt.nz/updates-and-resources/legislation-and-key-documents/proactive-release/supporting-the-economy/#documents-proactively-released-on-26-june

o certain sensitive advice, under section 9(2)(g)(i) — to maintain the effective
conduct of public affairs through the free and frank expression of opinions

Item Date Document Description Proposed Action

10. | 30 April 2020 Draft report: Tourism sector COVID-19 support, | Withhold in full
Version 1

1.1 1 April 2020 Draft report: Tourism sector COVID-19 support, | Withhold in full
Version 2

12. | 1 April 2020 Draft report: Tourism sector COVID-19 support, | Withhold in full
Version 3

13. | 2 May 2020 Draft report: Tourism sector COVID-19 support, | Withhold in full
Version 4

14. 1 2 May 2020 Draft report: Tourism sector COVID-19 support, | Withhold in full
Version 5

15. 13 May 2020 Draft report: Tourism sector COVID-19 support, | Withhold in full
Version 6

These documents are all early stage drafts of the final report which Treasury provided
to inform the $400m Tourism Support Package which we have released (item 7). The
only difference between these versions and those that we are releasing, is that they
have tracked changes with initial brainstorming comments from officials and external
agencies. The late stage drafts of the report (items 5-6) and the final report (item 7)
include all substantive draft proposals and advice between them. As per Ombudsman
guidance on draft documents, we are withholding these early stage drafts in order to
maintain the free and frank expression of opinions in the context of the drafting
process. Release of this material would undermine the efficiency and effectiveness of
the drafting process.

In making my decision, | have considered the public interest considerations in section
9(1) of the Official Information Act.

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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Adam Antao [TSY]

From: Alastair Cameron [TSY]

Sent: Thursday, 7 May 2020 7:35 AM

To: AParliament: Daniel Cruden; AParliament: Craig Renney
Cc: Jean Le Roux [TSY]

Subject: URGENT - Tourism tagged contingency

[IN-CONFIDENCE]

Hi Daniel / Craig, @

As discussed with both of you in recent days, we need to provide the‘te d amount for t

&

etagged
about what the Minister wants. If you'
énding that MBIE lead a report back on the detailed

ay night, and are
criteria and governance pfinciples for the fun 410 er on this purpose. We gather Minister Davis is taking
a paper to Cabinet on Mondayabout the

QU sector recovery plan, but it doesn’t refer to the tagged

contingency and so anotherreport-back wit. be’needed. We have sought to align the two, but the paper
hasn’t been sent ency consulta that's proving difficult, and from what we understand of the
current content, i t provide an a ate basis for the tagged contingency.

DRAFT text fommnet papew
\/ \%
Tourism @9 ckage %

Agreed that the initiatives ollowing table be contingency items and that corresponding funding for them
be charged against t t 2020 operating allowance?]

Tagged contin

[ 2019-
5020 2020-2021 | 2021-2022 | 2023-2023

Tourism --
Tagged
Operating
Contingency
Tourism --
Tagged Capital
Contingency

Supporting the tourism sector
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Noted that the Tourism Support Package tagged contingency has been set aside for the purpose of cushioning
the impact of COVID-19 on the tourism sector, and to position the sector for recovery, including through
measures which:

- are swift and simple to administer;

- aim to minimise economic scarring effects;

- include short-term liquidity and solvency support for firms where it is evident that existing solutions are
deficient;

- support the just transition of the sector to become more productive, sustainable and inclusive in the
long term, including through Active Labour Market Policies;

Directed the Ministry for Business, Innovation and Employment, in ¢o ation with
Zealand Trade and Enterprise, the Department of Conservation, Te i Kokiri, the Mi yof Transport, the

tersof Touri %and Export, Economic Development
and any other relevant appropriation Ministerto joi draw dow ny the Tourism tagged contingency
(establishing new appropriations as neces ect to the isiof taken as a result of paragraph (x) above;
Agreed that the expiry date for Touport Packa ay 2021.

Give me a call if you'd like to discuss@ ny questi

Nga mihi, % Q

Alastair @

Alastair Cameron (he/him ager | Te Tai ga — The Treasury

COVID Policy M

s9(2)(a) ail/IM: afastair.cameron@treasury.govt.nz

Visit us online Q s/ easurv.gqv\t\k/ﬁd follow us on Twitter, LinkedIn and Instagram
TET. HA

¥ THE TRE

&
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From: Alastair Cameron [TSY]

Sent: Thursday, 7 May 2020 6:02 PM

To: AParliament: Daniel Cruden

Cc: Silkie Whitworth [TSY]; Alice Ansley [TSY]; Jean Le Roux [TSY]
Subject: Tourism Sector Recovery Package - tagged contingency

In line with the Minister’s feedback on our advice regarding a Touri

[IN-CONFIDENCE] &
refers), we have been working closely with MBIE on developing 4
CRRF process and have developed text for the significant recom

vould be useful to get

Hi Daniel, @
s&yr Recove Pac' ge’(TR2020/1288

draft scope and governance criteria for the contingency (see paras4

feedback on the size and nature of the tagged conting endations (draft text below).

Meanwhile, Minister Davis has circulated a draft Cabinet\Papér on the Sector Recovery Package for

rapproach to feed into the

Ministerial consultation drafted by Tourism NZ, Jsintended to bevodged directly to Cabinet on Monday, 11
May. Treasury and MBIE agree that this paper'doe sis for the drawdown criteria of the
tagged contingency, and in fact have more fundan hat,\as proposed, it won’t achieve the
Government’s objectives for the sector. ins asthe significant recs in the CRRF Budget paper)

ector Recovery Package and tagged contingency
through the issues with Tourism NZ.

As agreed, we'll formally brief o

heads up on our views in adva

Treasury and MBIE have si ncerns about

forward, are detailed V
1. Any goyernment investment d prioritise getting money out the door to cushion the blow and smooth
transi 'o oth im@ inesses and the tourism workforce as well as to position the sector for

ister Davis’s the paper. Our concerns, and our proposed way

Wave 3, rather than fundin operational spend.

- The TNZ pap s governance and TNZ investment as the top priority, as well as more
expendit arketing. That is not going to shift the dial.

- Short-ter ding that gets out the door quickly could usefully be used to provide liquidity and
solve t to firms where existing policies are proven to be deficient. ALMPs should also be
conside o aid the tourism workforce, though it should be noted that these (and other broad

measures) should be complementary to and coordinated with funding likely coming from alternative
contingencies.

- We do agree that some investment should support discussion, planning and collaboration with industry
partners, iwi and the broader Maori tourism sector; but think this approach should begin now and have
a mandate to bring forward proposals relating to short-term measures to support business, as well as
stewarding the longer term (see para 5).

- Furthermore, Tourism NZ has a baseline of $110m which can be re-prioritised to undertake some of this
work as well as a pivoting from international to domestic marketing.

2. The current proposal does not adequately consider the significant longer-term trade-offs required.

- While we are comfortable with saying there's merit at looking at new governmental governance
structures, there is a lack of evidence to suggests governance is the key issue halting progress.

1
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- The objective should not be on recovering and rebuilding but on sector transition and understanding the
key trade-offs needed to re-imagine the sector and respond to long-standing issues.

- One of these is a move from volume to value which is not a key consideration in this paper but it vital to
the transition.

3. The current proposal will significantly extend TNZ’s mandate which risks duplication of MBIE’s policy
function.

- MBIE should lead this policy process and also continue their role in administering the IVL as the policy
lead, next steps need significant regulatory and policy expertise, which are not apprm&functions for

TNZ.
- TNZ are better placed, from a machinery of government view, adviso Ip lead /

drive forward the sector recovery to help meet Ministers’ ob or a streamlined and speedy
process, while allowing MBIE to lead the strategic policy k.

4. TSY therefore recommends the following (which has support from MBIE) i ;
- A contingency with $100m to drive a partnershi oach for the s@ dium and long (12 months)
term (see para 5). %
- Interventions should: @
o Be as broad based as possible.rather-than narro rgeted; simple and swift to deliver

Be proportionate and sensitive.to the needs of spec ocalities, communities and populations
me to valde‘ahdhinnovation’ in the sector

Support the transition from
Support improved e % ental and | rbon“outcomes
Complement, rat han/duplicate, bro vernment initiatives
The below proposed pha@ @ :
o thelike neding,which codld-happen this financial year on operational and capital measures —
ackn g potential ent ;
ial

o thesp een potent ployment measures and operational measures both as opex
o ity of liquidity and solvency support measures, which may be capex

o) at both@\b nged via Joint Ministers after Cabinet agreement:

L |
20192020 /|[2020-2021  |[2021-2022  |[2023-2023  |[2023/outyears |

o O O O

Tourism support-
Tagged Operating 45.00
Contingency

Tourism suppoQK
Tagged Capital  |[5.00 45.00
Contingency
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5. We think the Partnership put in place to lead this work should be chaired by the Minister of Tourism. The
CTU, TIA and lwi Chairs Forum should be represented. MBIE would ideally provide the secretariat role and
TNZ an advisory role, and Maori Tourism NZ and regional economic development entities should be
consulted in the course of their work. The aim of ensuring this diversity is built in to the governance is to
ensure a full range of specialist sector knowledge and expertise, as well as new and disruptive voices, to
help make the bold trade-offs needed.

6. MBIE is broadly supportive of this way forward. Recognising that the f
with regard to TNZ and MBIE in advisory vs secretariat roles) need
has not been possible in the available time, we have drafted the recom

that MBIE should consult with TNZ, DoC, TPK, MoT, MfE, MSD, NZ
and governance, reporting back to Cabinet by June 1.

7. The implication of this is that Minister Davis’s Cabinet pape uld not bé the vehicle to agree the
governance and principles of the tagged contingen instead an u % eport back should be sought as

per the recommendation in the CRRF paper establishing the Tourism-Sectar Recovery Package tagged
contingency. Q
Finally, some background on why we recommen r the conti
- Tourism needs support both immediately {in wave 1) a

contingency is to provide certainty to-a heavily impa
support short-term liquidity a tlg&.y, and longe
sustainable and inclusive set

0 e!i if you incldde tho
may be extended'v
support).

- 97%+ of tgufi inesses * e eligible for the SME Cash Flow (loan scheme). However we do not
0

yet knaI e, and the amount loaned will depend on number of employees.
_ se@M

- ALMPs are setto b @om a separate tagged contingency, though there may be justification for
specific initiativ nded from the tourism contingency (e.g. a specific Queenstown initiative has been

discussed).

v

onger-term (in waves 2 and 3). This
r that extra funding will be accessible to
itiatives to set the sector on a productive,

e’indirectly employed in the tourism sector, and in both cases
e WSS — buying more time and up another S1bn-$1.6bn in

- We suggest'that $100m is substantial, but not exceptional, as in addition to numerous other initiatives and
might be complemented in subsequent funding rounds if needs be.

Text for Budget Cabinet paper

Tourism Support Package

Agree that the initiatives in the following table be contingency items and that corresponding funding for them
be charged against the COVID-19 Response and Recovery Fund;

Tagged contingency
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[2019-2020  [[2020-2021  |[2021-2022  |[2023-2023  |l2023/0utyears |

Tourism support-

Tagged Operating || 5.00 45.00
Contingency

Tourism support-

Tagged Capital 5.00 45.00
Contingency

S
AN

& &

Supporting the tourism sector a@% @

Note that the Tourism Support Package t ntingenc set aside for the purpose of cushioning the

impact of COVID-19 on the tourism nd to posit or for recovery, including through measures
which:

er;
carring ef
idity and sol ort for firms where it is evident that existing solutions are
ansgition of the se o become more productive, sustainable and inclusive in the

ng through™Active Labour Market Policies;

the Minister of Finance and the Minister for Tourism;
S

ovation and Employment, in consultation with Tourism New Zealand, New
Zealand Trade and Entefpri uni Kokiri, the Ministry of Transport, the Ministry for Environment, the
Department of Consgrvati he Ministry for Social Development, the Ministry for Foreign Affairs and Trade,
and the Treasury port to the Cabinet by 1 June 2020 on the criteria and governance principles for the
funding, which sh support the purpose of the tagged contingency noted in paragraph (x) above;

Authorise the ers of Finance and the Ministers of Tourism, Trade and Export, Economic Development and
any other relevant appropriation Minister to jointly draw down from the Tourism tagged contingency
(establishing new appropriations as necessary), subject to the decision taken as a result of paragraph (x) above;

Agree that the expiry date for Tourism Support Package be 14 May 2021.

Nga mihi,
Alastair

Alastair Cameron (he/him) | Manager | Te Tai Ohanga — The Treasury

COVID Policy

Mobile: +=@@ | Email/IM: alastair.cameron@treasury.govt.nz

Visit us online at https://treasury.govt.nz/ and follow us on Twitter, Linkedln and Instagram

4
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W [

h

M)

Reference:  T2020/1435 SH-1-6-1-3-3-4 (Budget)

TE TAI OHANGA
THE TREASURY

Date: 8 May 2020

To: Minister of Finance (Hon Grant Robertson) @ &

Deadline: Monday 11 May

Aide Memoire: TNZ paper on a @ Sur& kage
Purpose @ &

This is a briefing note in respect o ism Supp ge Cabinet paper to be
lodged for DEV on 13 May by the Minister of Touri RHO

s9(2)(9)(0)

Treasury Comment % @

Treasury and Fbave fundam erns that the strategy for the tourism sector
response pro this pap chieve the Government’s objectives for the

sector. Our ke erns are that:

o {%- t propogm ot prioritise getting money out the door to cushion the

ons for both impacted businesses. Short-term funding

o) d smoo
ould usefull used to provide liquidity and solvency support to firms where
existing pg: proven to be deficient. These should be complementary to

and coo ith funding likely coming from alternative contingencies.

—

h roposal does not adequately consider the significant longer-term

@ required.

The current proposal will significantly extend TNZ’s mandate which risks duplication of
MBIE’s policy function. MBIE should lead this policy process and TNZ are better
placed, from a machinery of government view, to play an advisory role.

Fiscal implications

Tourism NZ is re-prioritising some of their $110m baseline towards this work including
pivoting towards domestic tourism marketing. The quantum and what exactly it's being
use for is unclear.

Treasury:4277612v1 IN-CONFIDENCE 1
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IN-CONFIDENCE

The paper also notes an aligned CRRF Budget bid that is likely to be considered at
Cabinet on Monday. The current contingency proposal that Treasury has
recommended through the CRRF is $100m to drive a partnership approach for the
short, medium and long (12 months) term. This will be in addition to the range of
significant broad based measures the government has already put in place and which
will benefit the tourism industry given its structure.

Recommendation

Do not support

Instead, as per the recommendations in the CRR
propose a later report-back on the partnership a
Recovery Package and tagged contingency
Treasury and MBIE to work through the issue

9

The TNZ paper presented at DEV Shf@u%& ,
satisfy the conditions of the CRRF@a\xe it-should not\be the vehicle to agree the

direction of investment, or gover@cz\g d princi ourism sector response.
Instead, there should be a report b uilt in t ese things in consultation

s9(2)(K)

Silkie Whitworth,

Alastair Camer%,

Treasury:4277612v1 IN-CONFIDENCE 2
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Adam Antao [TSY]
From: Lauren Holloway [TSY]
Sent: Sunday, 10 May 2020 12:04 PM
To: Alastair Cameron [TSY]; AParliament: Daniel Cruden
Cc: Jean Le Roux [TSY]; Silkie Whitworth [TSY]; Sam Grayling [TSY]; Alice Ansley [TSY];
@Precab
Subject: DEV briefing for Tourism Recovery paper

[IN-CONFIDENCE]

Kia ora koutou, &

&

e

As mentioned by Jean, please see below a briefing for the lates ion Tourism R inet paper (now
MBIE-led) for consideration at DEV on 13 May. This updates the briefing sent f?m\ vening.
N

Treasury contact: Silkie Whitworth S9(2)(@)
Sign out contact: Jean Le Roux $9(2)(@)

Tourism Recovery S/
Hon Kelvin Davis, Minister for Tourism &
™

of COVID-19 and proposes the creation of a public-private ta
Group, which includes the Minister of Finanee:

Description: This paper outlines a high-leve jon for the r \Qﬁthe Tourism sector in the context
a Tourism Recovery Ministers

Comments / Fiscal Implications

Treasury Recommendation

The Treasury supports the genera " There are'nb direct fiscal
impa% ing for this
paper supports a high-
level direction for the

urism contingency ($400
ﬁlion, of which $50 million
is intended to be spent in
FY19/20) to be considered
by Cabinet on 11 May
the COVID Response an 2020.

Fund: a Tourism Transi
a Strategic Tourism otection The report back on 1 June
Programme (see re endations 6 and | 2020 will provide decisions
7 respectively), @ e creation of a on spending.

Taskforce (recommendation 13). The

Treasury broadly supports these
initiatives, but notes that the work
programmes still need to be scoped and
that this critical detail will be provided
through the report back on 1 June 2020.
We intend to brief you further on the
Treasury’s position on the these and

appropriate governance ahead of this
date.

The report back will also provide further
detail on project management and
governance to support effective spending

Support.

Confirm the Treasury’s
understanding of the paper with
your Cabinet colleagues:

1. The paper indicates the
high-level direction for
the Government’s
approach to supporting
the recovery of the
Tourism sector.

2. The contingency to be
considered by Cabinet
on 11 May 2020
supports this direction.

3. The detail on the
approach, including
the Tourism Transitions
Programme, Strategic
Tourism Assets
Protection Programme,
and the governance and
mandate of the
Taskforce will be
provided through a
report back to Cabinet
on 1 June 2020.

Request that recommendations
10 and 11 be amended such
that the report back is to
Cabinet.
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decisions. The Treasury considers that all
the key sectors related to Tourism should
have a role in the governance framework,
and that representation of agencies and
Ministers should be relevant to what is at
stake. We note that the agencies listed at
recommendation 11 only partly align with
those in the contingency
recommendations, and that the Ministry of

Transport and NZTE are not included.

The paper proposes that agencies report &
back to the Tourism Recovery Ministers @
Group on 1 June 2020 (see

recommendations 10 and 11). Given the

significant impact COVID-19 has had on

the industry, the Treasury considers %

that the report back be to Cabinet

instead. This would align with the
contingency recommendations.

We note that this advice has been @ >

developed under extremely tight time
constraints.




20200174

4,374 MINISTRY OF BUSINESS,
| INNOVATION & EMPLOYMENT
¢ HIKINA WHAKATUTUKI

Joint Report:

Doc 5
Page 11 of 53

IN-CONFIDENCE

TE TAl OHANGA
THE TREASURY

Joint Report: Treasury/MBIE: Tourism Secto

r:ﬁVlD-']Q

Support
Date: Tuesday 5 May 2020 ‘Report No: T2020/1288
File Number \§E—1—3—21

Action sought @ @

Action Deadline
Hon Grant Robertson Dis \cgntents o) rt |7 May 2020
Minister of Finance with Mini of Touri icials

by 7May2020
Hon Kelvin Davis }sé sthec S is report | 7 May 2020
Minister of Tourism i inister of and officials

7 May

Hon James
Associate Mini for Flna

Hon David Parker % Note th Br@ts of this report N/A
Associate Minister °W® &
Hon Shane Jones Note\&@gntents of this report N/A
Associate MmMce

N/A

?Le/the contents of this report

&
&

Treasury:4273659v7

IN-CONFIDENCE
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Contact for telephone discussion (if required)

Doc 5
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Name Position @Q\ph@r{e ((?s‘ Contact
MBIE HOLD w
Q
Alice Ansley Analyst Rl
Growth and Public Service/sr\ @
Danni Thian Senior Analyst \Q) +ng7&
Firm Support
Jean Le Roux Manager @ \+§g‘?ﬁa)
Transitions Region EconomQ (mob)
Developm
Maureena van der Lem | Acting SO v
Flrm@% Q) (o

Minister’s Offi

L

ions (if re&e\

Return the sﬁé@ /@t{ort to TW

Enclosure:

@
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Joint Report: Joint Report: Treasury/MBIE: Tourism Sector:
COVID-19 Support

Executive Summary

The tourism industry has been a significant contributor to New
Covid-19 has essentially eliminated visitor movement and touri

-é :nd’s econo owever,
m spend, as a resul rism
is one of the most negatively impacted sectors in the econ @
To date, broad based interventions such as the Wage Sy/b% cheme, a esser
extent tax relief and the Business Finance Guarantege, have assisted the-tourisy sector in the
short-term. Additionally, the recently enacted Smass Cashfl) Scheme will

also provide further short-term liquidity.

Officials consider that further assistance, via ased 2 ay be warranted for

tourism, and a package of support for thes i

11 May 2020. é

We recommend that joint Ministers@ of Fin@ 'i’linister of Tourism) discuss with
p S

officials, by 7 May 2020, Ministerial nces re

. The need for a touris upport E::'a g : ' iven other broad based interventions.

T2020/1288 Page 3

IN-CONFIDENCE
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Recommended Action

We recommend that you:

a note that Covid-19 has essentially eliminated visitor movement and tourism spend, as
a result tourism is one of the most negatively impacted sectors in the economy.

b note that officials consider that a sector-based approach may be warranted for tourism,
initially focused on providing short-term support

C note that any short-term support will enable officials to provide further adv'és%g)ng-
term options to achieve tourism outcomes in line with the Government’s o)
tourism strategy’.

c agree that joint Ministers (Minister of Finance and%;er of To ism)\;éould discuss
with officials, by 7 May 2020, their preferenc<?atourism s port package.
Agree/disagree. @ @ ee/disagree.

Hon Grant Robertson @ @ Hon Kelvin Davis
Minister of Tourism § @ Minister of Finance
T2020/1288 Page 4
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Joint Report: Joint Report: Treasury/MBIE: Tourism Sector: COVID-
19 Support

Purpose of Report

1. On Wednesday 29 April 2020 the Minister of Finance requested joint advice from The

Treasury and Ministry of Business Innovation and Employment (MBIE) on what a
package of support for the tourism sector could look like, included in the Wave 2

CRRF on 11 May 2020.

2. This report responds to the Minister of Finance’s reque providin or Wave
2 CRRF as well as longer term considerations fo 37and beyon request

7 May 2020.

3. In order to provide Ministers with the requested advice in time-fo F processes this
briefing has been produced under significa pressure c' ic limitations are
noted in the body of the report. @ %

4.  We note that this report has been een written i oration with Tourism New

Zealand (TNZ) and the Depart versatio o been consulted on the
©§

proposed options.

Structure of this report @

5.  This report is sepa four s@@)
o Section I Rrovides brief@> the tourism sector and COVID-19 Impacts

(join BIE secti
rovides. an overview of the Government’s current economic response

. tion
%rk, and %tor approach could align with this framework (TSY
ion).
ction 3; \’
sector (joint TSY-

e ~QOutlines considerations for how to support the sector over the medium

t% term (MBIE section).
Section.

1. Tourism Sector and COVID-19 Impacts (Joint section)

hree short-term options to provide immediate support to the
BIE section).

wn

The tourism industry has been a critical part of our economy

6.  The tourism industry has been a significant contributor to New Zealand’s economy. In
the year to March 2019 tourism:

. Added $27.3 billion to the economy: $16.2 billion directly and $11.2 billion in
indirectly.

° Contributed 9.8% of GDP.

T2020/1288 Page 5
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. Directly employed 229,566 people.’

7.  Tourism’s contribution to GDP and employment varies significantly by region, with
regions on the South Island much more dependant than those in the North Island. The
West Coast and Otago are the two regions with the highest dependence on tourism
spend as a proportion of GDP?. Tourism has previously been identified as a sector
many regions are looking to develop to support the creation of new jobs.

3

Graph 1: Internation s a%o

8.  Tourism is also of i t impo o the Maori economy. NZ Maori Tourism data

shows Maori repre t least If-employed and 67,038 employees are
involved in the tourism sector, 4€ x{, a large proportion of the working age
population‘i; w@ i (aged befween-15 and 64, has a working population of 455,300). In
iwibalance sheets may beg disproportionately affected by any changes in the
h

se are geared towards tourism and commercial property.

sector
Tourismdiscomplex and is comprised of many sub-sectors, with both direct and
indirect benefits

Q
9. hetourism se
together to p experience for visitors.

plex and dispersed comprising different industries operating

10. Accomma rvices, air passenger transport and holiday homes, are almost
i ism supply. However, even in areas less commonly associated with

Appendix 1: Additional detail on economic impacts of tourism).

11.  Unlike other sectors, tourism is defined by the consumer rather than the producer;
tourism effectively adds to the total demand for goods and services by residents. This
includes international demand, but also domestic demand?®. As such, tourism has
significant distributional benefits at the regional level (as demonstrated in Graph 1), and
leads to a level of amenities and services provided that the resident population alone
could not sustain.

" We note a significant proportion of which are migrant or visa workers and as the industry resizes, many of these
workers may return home if unable to find alternate work (as they are ineligible for New Zealand welfare
assistance).

2 Source: MBIE.

3 Demand from New Zealanders outside their home district.

T2020/1288 Page 6
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Because the tourism sector does not represent an industry sector in a statistically
definable way (i.e. there is no standard industry code), there is no common definition or
agreed understanding of which firms comprise the sector. This makes the sector
difficult to accurately describe, quantify, and tailor sector-specific policy.

COVID-19 has had a significant, immediate, effect on the tourism industry, and this
effect will have lasting effects over the next 3 to 5 years

13.

14.

15.

16.

Covid-19 has essentially eliminated visitor movement and tourism spend. In the short-
term it is one of the most highly impacted sectors; international tourism has completely
3 lert
%

ent

Businesses are facing a high degree of uncertainty Over wheh visitorsa
will return.

It is uncertain how much domestic tourism wj q
will depend on final regulatory decisions (that\is, w
Level), and people’s willingness to travel{Howeve
any international tourism until the borders reopen and dgme ourism is expected to

remain to an absolute minimal level v =‘
the borders reopen, there is high uncertai

making it hard to forecast when this or might
Given tourism’s role in New s overal businesses of all types across
the country are, and will continue to face, reduced-demand. However, there are also

oR

strong regional and se .urism-driven demand will depend

on the relative size of the Jlation

well as the cost structures of differe or example, hotels, and attractions with
@5» probabili visitors, are very exposed. The sector supports

over 20,000 s 2

ur under Al evels 1 and 2, as this

—

ium to long-term (3 to 5 years), tourism will
the sector could sustainably re-open once

domestic t erefore, the sector will need to adjust to a ‘new normal’ post
COVID-

Section@vemment’s Economic Response Framework (Treasury section)

17.

18.

To date, broad based interventions such as the Wage Subsidy Scheme (WSS) and
Business Finance Guarantee (BFG) have focused on maintaining business continuity
and worker attachment. The recently enacted Small Business Cashflow (Loan)
Scheme (SBCL), described in more detail below, is also likely to help many in the
tourism sector.

Tourism businesses are benefiting from the WSS, data from Tourism New Zealand’s
most recent survey, cited that 87% have utilised the scheme. Uptake of other

4 Source: Tourism NZ.

5 Source: Stats NZ: https://www.stats.govt.nz/information-releases/tourism-satellite-account-2019

6 Source: Tourism NZ.

T2020/1288 Page 7
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20.

21.

22.

23.

24.

25.
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measures, tax relief provisions (18% surveyed) and BFG’ (11%) are also low.
However, as Alert Levels move downward and these interventions are modified or
phased out, it is likely that demand for tourism will continue to be limited.

Treasury has advised that sector support should focus on adapting the existing
objectives of businesses continuity and worker attachment, exploiting the potential of
the Government’s broad based interventions (TR2020/1271 refers).

There is risk, however, in establishing multiple, sector-specific interventions in addition

to broad-based ones. The variety of lending instruments could create confusien and

ultimately lead to business owners not taking up the best rt option offered to

them. This could also raise questions of equity for sect @ .
ific Wave entions

sector-specific interventions.
. Facing unique challenges — to ensur playing fie ves should
demonstrate that sector-specific supp eeded t a’significant
A > O

For this reason, Treasury has advised that any s%
should be as targeted as possible toward those:

The Treasury considers that
have significant flow on effects

erent dep

end the region, as some regions are

p @ ing from visitors rather than the

resident population, (Although with s-general demand, all firms in a region,
regardless of sect% W |) ace eit

immediate or downstream effects of reduced

tourism.)
Furtherm s with litf to diversify their economies will feel the effects
te

rism New Zealand considers that the Bay of Islands, Waitomo,
Jjeenstown ikoura are examples of tourism-led regional economies
Alternativ arkets or industries. Within specific regions, firms and

irec nt on visitors, particularly international visitors, will feel the
% short-term.

N_[TYOre acule
. existing br @ interventions,labourThe Treasury, therefore on balance,
considers ctor-based approach may be warranted for tourism. However, any
decisio rding a sector-based approach need to take account of the already
existi ure planned) broad based interventions.

Section 3: Options for the Tourism Sector (Joint section)

Consideration 1: The definition of the tourism sector

1A: How broad, in terms of industries, should the tourism sector be?

26.

The tourism sector is not a single industry, therefore, there is a key decision to be
made in determining how broadly it would be defined, for the purposes of providing
support.

7 The BFG and the COVID-19 Loan Guarantee (CLG) (designed to operate outside the BFG for mid-sized
businesses) rely on entities being able to take-on, and subsequently service, additional debt in the short-to-
medium-term. The uncertainty faced by the sector, and its viability, means tourism businesses are often less
‘bankable’ for additional debt. An except to this however is those businesses with access to land to leverage.
T2020/1288 Page 8
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30.

31.

Cons

32.
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The broader the definition, the larger the number of businesses that would be eligible
for support and, therefore, the larger the fiscal cost to the Crown. For example:
. A narrowly defined sector could include accommodation services and attractions.
. Whereas, a more broadly defined sector could also include retail and hospitality.

Within the above categories an additional layer of conditionality could be applied,
requiring firms to demonstrate that they were strategically important for:

. the sector offerings and, therefore, recovery, and/or &/
a specific region’s economic development - its existenc significant’positive
externalities for other regional activities.

Appendix 2: Indicative policy framework to define@ for the ecains an

indicative list of factors that could be used to assess whether bu ses’'met the
above criteria, should Ministers wish to pro this leve

ting.

s ic tourism during
approach. The Ministry of

Transport has developed a framewark i itional financial support
(already appropriated through the aviatio C in March, prior to the
establishment of the CRRF) mig e be dthe Government’s general
economic support measures.Jhe™ i

Ensuring essential transport links are ma

Please note: this box is a placeholder for text

V to be finalised and is not a redaction.
on 2: the
\/

Businesse % ¢ tourism sector face both immediate and longer-term challenges.
Therefore; iti$>also important to determine the time-horizon over which they want
Crown suppeortfo be available. Different horizons for support should have different

focus peints:
. ediatelshort-term: next 6 months: focus on short-term liquidity support.

. Medium-term: 6 to12 months and beyond: focus on Wave 3 of the CRRF
fundinq s9(2)(f)(iv)
There are opportunities for
greater sector (and cross-sector involvement), active labour market policies and
those focused on international connections and the border.

. Long-term: 3 to 5 years: focus on achieving the Government’s “reimagined
tourism sector” — one that is more regionally inclusive, stronger environmentally,
more economically productive and totally sustainable. in the tourism industry.

requiresabout

T2020/1288 Page 9
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Consideration 3: options for Wave 2 11 May 2020 CRRF process

33. For the purposes of this paper we have focused on ‘buying time’ through identifying two
extensions to current broad based options and one new option. These options are
focused on providing immediate/short-term relief to the sector require further work
before implementation).

o Option 1: Extension the duration of the wage subsidy/scheme (WSS) oviding
businesses in the sector with support for longer tha@rrant 6 Ju 0

expiration.
. 5 )

)
z@nalysis contained in

O

34.
Appendix 3.

Option 3: Cash grant

40. A cash grant to business operating in the tourism sector. Unlike the other two options
that extend existing schemes, this would require establishing a new scheme from
scratch. As such, there are new operational and implementation risks to manage.

41. However, MBIE Tourism has signalled it could take on responsibility of grant
deployment , utilising the in-house expertise it has available, including a regional

T2020/1288 Page 10
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Section 4: Longer-Term Possible Solutiol
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network with industry links. MBIE has indicated that this type of deployment would
require additional operating funding required.

Additionally, there is a possibility to out-source a grant scheme to a third party, but in
the time available, this option has not been analysed.

To make the scheme easy to administer, the grant could be a fixed sum, based on
revenue lost or fixed costs. This ties to the eligibility criteria for the tourism sector, and
supporting it through ‘hibernation’.

a grant scheme could provide support without . However
equity risks, given there is no requirement for firms to r
specifically considered the option raised by Tourism %
purchase strategic tourism assets on behalf of the n wever t d be either

Please note: this box is a placeholder for text

to be finalised and is not a redaction. @

he s@&(ﬁsm section)

-
—

45.

46.

47.

48.

\\)/
The options described above i tabilisin %’o through short-term liquidity
measures to allow the Gover nd indus 0 collaborate and consider
longer term intervention
. Judgements on ‘ roa measures.
. Impacts of | 0 nestic consumption.

. Internatignal-d
There is a inity to e settings in the tourism sector are aligned towards
0,

achieving a's hange towar ore productive, inclusive and sustainable growth.
ism.New Zealand een tasked to drive this “reimagining”.

, ould be tied to a future round of the CRRF, have the
fundamental changes to achieve tourism outcomes as
aland-Aotearoa Government Tourism Strategy:

productivity improves.

. Tourj %

. @;ﬁ New Zealand delivers exceptional visitor experiences.

. Qg protects, restores and champions New Zealand-Aotearoa’s natural
vironment, culture and historic heritage.

. New Zealanders’ lives are improved by tourism.

Tourism supports thriving and sustainable regions — ensure regional dispersal of
visitors and enable visitor flows.

These interventions could involve greater sector (and cross-sector) involvement, and
focus on measures needed to complement sectoral policies, such as employment,
active labour market policies and those focussed on international connections and the
border.

However, in the long-term, the sector will need to restructure and will continue to face
difficulties which should be considered as part of Wave 3

T2020/1288 Page 11
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52.

Next Steps :
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The tourism sector is unlikely to look the same as it did pre-COVID, even in 2 years’
time, and given the challenges the sector was facing prior to COVID-19 (fiscal and
environmental pressures and major social license challenges), industry and MBIE are
in broad agreement that this should not be the aspiration.

Industry restructuring and a pivoting to reflect the medium-term resizing of the sector is
needed and these changes reflect new opportunities as we move to Wave 3.

There are also a number of critical barriers that have and will continue to prevent NZ’'s
tourism system from reforming in any fundamental sense.

Tourism NZ and MBIE are currently considering the key, @?hat will %I to
ensuring the tourism system is able to change in the % s to in the caming
anservati

years. This includes working with the Department of € ation (D is the
largest tourism provider and exclusive agent for it cts’ in the ¢ tion
estate® as well as focusing on better real time data and monitoring.syster for the
tourism sector. If Ministers want a package of 'sypport for the se hat focuses on

restructuring and a pivoting the sector for thelonger/
NZ) can provide further analysis on thes :%

53. We recommend that joint Min&@minister and Minister of Tourism)
discuss with officials, by 7‘::: 2020, Mini erences regarding:
. The need for @ sector ( ckage, given other broad based
intervention

. If a touri r support-package is preferred, then Ministerial preference on:

M The ti rizon.
@ iii. O e mechanism to provide sectoral support.
[ ] : %Q =1e

ow futuredong-term options are considered to make fundamental changes to
achieve q outcomes as articulated in the New Zealand-Aotearoa
Tourism Strategy.

8 With regard to DoC concessions, it is important to note that for many tourism firms, their concessions to operate
on the DoC estate is their only major asset.
T2020/1288 Page 12
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Appendix 1: Additional detail on economic impacts of tourism

Doc 5
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The following table shows the large number of different industries that are associated with

the tourism.
Tourism Total Supply Tourism
Product (YE March 19) Supply .
(Sm) product ratio
($m)
Accommodation services 3,303 3,440 0@6
Food and beverage serving services 4,701 72 O\AQ
Air passenger transport 5,620 \‘:{,663 \Kﬁ\QQ
Other passenger transport 4,541/5 6,694 \0/.68
Imputed rental on holiday homes &\4/7\ 847 1.00
Cultural, recreation, and gambling services /3172 ﬁ;@ﬁ 0.19
Retail sales — alcohol, food, and beverages M /74\‘?&%/ 0.03
Retail sales — fuel and other automotive product< /§\,’218 < (1\45\5}/ 0.18
Retail sales — other 7,824 /328 0.13
Education services ) 1,128{ \>7,129 0.16
Other tourism products 3,26]\\ 53,800 0.06

T2020/1288
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Appendix 2: Indicative policy framework to define support for the tourism
sector (to be confirmed with MBIE)

The following is an indicative list of factors that could be used to assess whether businesses
are eligible for support:

) Are strategically important for the sector offerings and therefore recovery?

o Are strategically important for a specific region’s economig’development - i istence
creates significant positive externalities for other regionakactivities?
. Are existing support mechanisms able to keep as& i @on,

medium and long-term?
. Is it an iconic part of the New Zealand touris@g?
o Is it critical to a region’s tourism offering, @ ich, th hal economy many

not be able to recover?

o Is it an asset without which the tour%%ng stand@ be unacceptable or

compromised?

e Isitof notable environmental@ or cuItu%
D

o Arethere insurmountabl/challenge
& (O
& &
&
Y &
3
&

g and resuming operations?

T2020/1288 Page 14
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Appendix 3: Indicative policy framework to define support for the sector

Analysis of options *

Pro

Con Additional context from industry

Option 3: Grant

Establish a grant
funding pool for
the tourism sector

Provides quick relief
to affected business

Timely to set up and
administer

Possibly scalable

Business’ don’t take
on debt

Depending on size of the
grant — likely to be more

costly than Options 1 and 2
“ but less than

Option 3

No cost recovery element for
the Crown

T2020/1288
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TE TAI OHANGA
THE TREASURY

Treasury Report: Tourism Sector: COVID-19 Support

)
Date: Tuesday 5 May 2020 Report No: T2020/1288
A-Zilé\ﬁubber: %@%2/1
. Q
Action sought
Action sougl(\ wlme
Hon Grant Robertson Discuss s of this YMay 2020
- . with Mij urism an '
Minister of Finance by 7}4
D

DN
Contact for telephone di;@n (if rel@}y
S

Name W Telephone 1st Contact

Q ; ;
Ministe%ice actions (if required)
N

Return the signed \t&Treasury.

Refer the sign ort.to the offices of the Associate Ministers of Finance (Hon Parker, Hon
Jones, Hon d Minister of Tourism.

v

ha
N

Enclosure: No

Treasury:4275345v2 IN-CONFIDENCE
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Joint Report: Joint Report: Treasury/MBIE: Tourism Sector:
COVID-19 Support

Executive Summary

The tourism industry has been a significant contributor to New
Covid-19 has essentially eliminated visitor movement and touri

ealand’s econo owever,
m spend, as a ul rism
is one of the most negatively impacted sectors in the econ @
To date, broad based interventions such as the Wage Sy/b% cheme, aesser
extent tax relief and the Business Finance Guaranteg, have assisted thie-fourism sector in the

the
short-term. Additionally, the recently enacted Small' Business Cashflow(Loan) Scheme will
also provide further short-term liquidity for Small and-Medium *'\3-* SMES).

N

e recently confirmed
fto the sector, it will still

‘kb now, with risks to both under-investing

ased assistance could support the long-term
rt for the sector could be announced in the

% ions discussed in this paper would require
g implementation ready.

inister of Finance and Minister of Tourism) discuss with
preferences regarding:

Alert Level 2 domestic travel allowances sh
need to adjust. However, there is a riskii

c. Options for the Wave 2 CRRF process.
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Recommended Action

We recommend that you:

a

note that Covid-19 has essentially eliminated visitor movement and tourism spend, as
a result tourism is one of the most negatively impacted sectors in the economy.

note that tourism won’t recover to 2019 levels for some time and current decisions
could shape the future of the sector.

note that officials consider a sector-based approach ma anted for ,
initially focused on providing short-term support. @

note that any short-term support should be designed-to ble officia provide
further advice on long-term options to achieve tourism.gutcomes in line\wjth New

Zealand-Aotearoa Government Tourism Stra

refer the report to the Associate Minister@ ce (Hon , on Jones, Hon

Shaw), and to the Minister of Tourism. %

Referred/not referred. @ &

agree that joint Ministers (Minist nance and r of Tourism) should discuss
with officials, by 7 May 2020, t ferenc !\l' rism sector support package.
Agree/disagree. §®

Page 3
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Joint Report: Joint Report: Treasury/MBIE: Tourism Sector: COVID-

19 Support

Purpose of Report

1.

On Wednesday 29 April 2020 the Minister of Finance requested joint advice from The

Treasury and Ministry of Business Innovation and Employment (MBIE) on what a

package of support for the tourism sector could look like, included in the Wave 2

CRRF on 11 May 2020.

This report responds to the Minister of Finance’s reque providin or Wave

2 CRRF as well as longer term considerations fo 37and beyon request

that joint Ministers discuss the contents of this report official 7 May 2020.

In order to provide Ministers with the reque e in time-fo F processes this

briefing has been produced under significant timepressure c' ic limitations are

noted in the body of the report. @ %

We note that this report has been een written '@?oration with Tourism New
versatio o been consulted on the

Zealand (TNZ) and the Depart
proposed options.

Structure of this report @ @

5.

4 e four s@@)
. Section -‘ es brief@> the tourism sector and COVID-19 Impacts
-MBI

(join%

. tion rovides. an overview of the Government’s current economic response

rk, and %tor approach could align with this framework (TSY

@ction 3; \’ hree options to provide support to the sector (joint TSY-MBIE
section%

Section 1:{@& Sector and COVID-19 Impacts (Joint section)

The touustry has been a critical part of our economy

6.

The tourism industry has been a significant contributor to New Zealand’s economy. In
the year to March 2019 tourism:

o Added $27.3 billion to the economy: $16.2 billion directly and $11.2 billion in
indirectly.

. Contributed 9.8% of GDP.

. Directly employed 229,566 people.’

" We note a significant proportion of which are migrant or visa workers and as the industry resizes, many of these
workers may return home if unable to find alternate work (as they are ineligible for New Zealand welfare
assistance).

Page 4
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7.  Tourism’s contribution to GDP and employment varies significantly by region, with
regions on the South Island much more dependant than those in the North Island. The
West Coast and Otago are the two regions with the highest dependence on tourism
spend as a proportion of GDP2. Tourism has previously been identified as a sector
many regions are looking to develop to support the creation of new jobs.

International tourism as a % of regional GDP, March Year 2017

&cfing a arge proportion (16%) of the working age
d 64, has a working population of 455,300).

nployed and 67,038 employees are

en 1

mplex and dispersed comprising different industries operating

together to experience for visitors.
10. Accom n services, air passenger transport and holiday homes, are almost
exclusi ourism supply. However, even in areas less commonly associated with
tourism;wisitor demand accounts for a significant proportion of total supply; including
al percent of food and beverage services, 20 percent of retail sales in fuel and
otherautomotive products and 14 percent of other retail sales. (Further detail in

Appendix 1: Additional detail on economic impacts of tourism).

11.  Unlike other sectors, tourism is defined by the consumer rather than the producer;
tourism effectively adds to the total demand for goods and services by residents. This
includes international demand, but also domestic demand?®. As such, tourism has
significant distributional benefits at the regional level (as demonstrated in Graph 1), and
leads to a level of amenities and services provided that the resident population alone
could not sustain.

2 Source: MBIE.
3 Demand from New Zealanders outside their home district.
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Because the tourism sector does not represent an industry sector in a statistically
definable way (i.e. there is no standard industry code), there is no common definition or
agreed understanding of which firms comprise the sector. This makes the sector
difficult to accurately describe, quantify, and tailor sector-specific policy.

COVID-19 has had a significant, immediate, effect on the tourism industry, and this
effect will have lasting effects over the next 3 to 5 years

13.

14.

15.

16.

17.

Covid-19 has essentially eliminated visitor movement and tourism spend. In the short-
term it is one of the most highly impacted sectors; international tourism has completely
stopped due to the closure of borders, and domestic tourer COVID<§%§1

D m ent

N

U
ola

ohibition,on
on requir.
vhen visitorﬁii spending

relief to the sector, but it is still uncertain how much-domestic-to ill occur as this
also depends on people’s willingness. Thi ertainty is e er for international
travel, making forecasting for when the or'will move, jntera recovery phase
challenging.

Given tourism’s role in New Zea s-overall eco inesses of all types across
the country are, and will continue ace reducegddernand. However, there are also
strong regional and sector-specific compone % sm-driven demand will depend
N
COR

on the relative size of the residentpopulatio tpared to the visitor population, as
well as the cost structurs@g fferent fir or-example, hotels, and attractions with
high fixed costs and a’low, propability of ors, are very exposed. The sector supports

over 20,000 small b 4

recover. Thp S| “bubble” provides further reason to suggest

However, it is likely-that,) over the'medium to long-term (3 to 5 years), tourism will
ospect asma
restored de na ua medium-term. Last year, nearly 1.5 million

t is also likely that discretionary spending on travel will
international and domestic tourists. Therefore, the sector

ust% w normal’ post COVID-19.

e)decisions government makes under wave 2 are critical, with risks
=-overinvestment keeps labour and capital in firms that may not have

Section 2:-Government’s Economic Response Framework (Treasury section)

18.

19.

To date, broad based interventions such as the Wage Subsidy Scheme (WSS)
Business Finance Guarantee (BFG) and recently enacted Small Business Cashflow
(Loan) Scheme (SBCL) have focused on maintaining business continuity and worker
attachment.

Tourism businesses are benefiting from the WSS, data from Tourism New Zealand’s
most recent survey cited that 87% have utilised the scheme. However, uptake of other

4 Source: Tourism NZ.
5 Source: Stats NZ: https://www.stats.govt.nz/information-releases/tourism-satellite-account-2019
6 Source: Tourism NZ.
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21.

22.

23.

24,

25.

26.
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measures, tax relief provisions and the BFG” are low at 18% surveyed and 11%
respectively. Tourism New Zealand anticipate many smaller tourism businesses will
utilise the SBCL, but ultimately it is too early to tell. It will also not support all tourism
businesses, given the scheme is only eligible to businesses with up to 50FTEs.
However, as Alert Levels move downward and these interventions are modified or
phased out, it is likely that demand for tourism will continue to be limited.

Treasury has advised that sector support should focus on adapting the existing
objectives of businesses continuity and worker attachment, exploiting the potential of
the Government’s broad based interventions (TR2020/1271-refers).

in ition

There is risk, however, in establishing multiple, sector-spe erventi

to the broad-based ones. The variety of lending instrun Id creat%@sion and
ultimately lead to businesses being unable to determine which instrumen upport
would best fit their need. Sector-specific interventi raise que equity for
other sectors that do not benefit from such specific interventions

For this reason, Treasury has advised that ifi interventions

. Facing unique challenges — to , initiatives should

whose effects cascade outsidé that secto
The Treasury consider % facing unique challenges that could

N e
ects to other in the economy.

Furthermore, bec ifferent regioris’are reliant on tourism to a different degree?,
and different ré ior ve diffeI; \ bilities to diversify their local economies, the flow

i felf utely<in-certain places®. Even within certain regions, firms
e directlyn visitors, particularly international visitors, will
hort-term.

acutely in the
d re%@%mies are also still recovering from the impacts of other

ing the effects of COVID-19. These include Christchurch
w | recovering from the earthquakes of the last decade, the

S r recovering from the significant impacts of flooding in 2019,
and the Ba who are still recovering from the effects of the Whakaari White
Island er se regions can be expected to show less resilience to the impacts

of COV ompared to other regions around New Zealand, and will likely show
dispro nate burden placed on Maori businesses, which have significant footprint in

Given-Teaurism has been especially negatively affected by COVID19, Treasury

considers a sector based approach should be considered. Any decisions on providing
sector specific support should be balanced with:

7 The BFG and the COVID-19 Loan Guarantee (CLG) (designed to operate outside the BFG for mid-sized
businesses) rely on entities being able to take-on, and subsequently service, additional debt in the short-to-
medium-term. The uncertainty faced by the sector, and its viability, means tourism businesses are often less
‘bankable’ for additional debt. An except to this however is those businesses with access to land to leverage.

8 As some regions are accustomed to a high proportion of demand coming from visitors rather than the resident
population, although without this general demand, all firms in a region, regardless of sector, will face either the
immediate or downstream effects of reduced tourism.

9 Tourism New Zealand considers that the Bay of Islands, Waitomo, Rotorua, Queenstown and Kaikoura are
examples of tourism-led regional economies with limited alternative labour markets or industries.
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e equity implications of similarly affected businesses outside the sector not
receiving support,
e existing broad based interventions, and

o the possibility of delaying productive reallocation of resources, particularly
labour given the large number of people employed in the industry.

Section 3: Options for the Tourism Sector (Joint section)

Consideration 1: The definition of the tourism sector @
1A: How broad, in terms of industries, should the tourisn{s%ct e?

27. The tourism sector is not a single industry, thefefore, if Minister: seto consider a
sector package, the definition of the sector w e important.

@- number of

the-larger the fiscal cost to

28. This is a strategic decision, the broad ition the
businesses that would be eligible for ¢
the Crown. For example:

. A narrowly defined sector

. Whereas, a more broadly ed sect so include retail and hospitality.

1B: Should the definition of tb@ also req:.@u@s to demonstrate ‘criticality’?

29. Within the above ¢ ories; Ministe apply an additional layer of conditionality,
to target support t ses wi@ se“industries that are critical to future of

tourism. This % ire busi to demonstrate that they were strategically

i der'to qual
30. This level of.conditionality would greatly increase the complexity of administering any
Q ector based package. The risk of legal challenge may also increase

usiness meets the eligibility criteria. However, it does reduce the risk that

ent supports a large number of firms that are potentially not viable given

k for tourism over the next five years. It also reduces the risk of incentivising
arket attachment in a sector that will need to resize.

31.  Appendix 2: Indicative policy framework to define support for the sector contains an
indicative list of factors that could be used to assess whether businesses met the
threshold of being “critical to the future of tourism”, should Ministers wish to progress
with this level of targeting. Further work will need to be done to develop
recommendations as to the sort of evidence that could be used to demonstrate
eligibility criteria are met, focussing on evidence that is independent and capable of
being objectively determined.

32. Ensuring essential transport links are maintained during the response and recovery is
an important component of the sector. The Ministry of Transport has developed a
framework for assessing where additional financial support (either through the aviation
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package approved in March or via the proposed funding sought from the CRRF) might
be appropriate beyond the Government’s general economic support measures. The
focus is on maintaining “essential transport connectivity”, rather than supporting
individual businesses to survive, and does not cover transport operators that focus on
the tourism and recreational markets. The framework, applying across aviation and
other forms of transport where applicable, is designed to support robust, efficient and
consistent decision-making on a case-by-case basis.

33. Based on the short amount of time to develop this advice, officials recommend a

narrowly defined sector to minimise fiscal costs and allow for support to argeted
to a more specific set of businesses and their issues.%

Key decisions need to be made on the definition of the

ctor includi
broad (in terms of industries) the definition should be, i

ger-term challenges.
er which Crown support

34. Businesses within the tourism sector both/immedi
Therefore, it is also important to deté the time-
could be made available. Differentt

for support should have different focus
points: ‘v
. Immediate/short-term: months: short-term liquidity support.
. Medium-term: nths and ocus on Wave 3 of the CRRF
funding S9NV
. There are opportunities for
greater sec ross-se ement), active labour market policies and
those fogused nati ections and the border.
. g-tefm: 3 to 5 yea on achieving the Government’s “reimagined
i ctor” — one tha ore regionally inclusive, stronger environmentally,

are economically productive and sustainable. MBIE, TNZ and the industry are
in'broad agree %’ the situation in the tourism industry pre-Covid with
SOCI1d

and fiscal pressures is not the aspiration for the future of

e onment
Q‘w industr;
To support ¢ %ﬁ%ﬁ)ion of these horizons, requires judgement about how best to

35.
support the/i 0 adjust towards the longer-term aspiration, knowing that an
adjustme ector will be required as tourism demand won’t recover to pre-
COoVID r the next 3-5 years, and there are risks with under-and over investing
asp ave 2.

Busine\séegjwithin the tourism sector face both immediate and longer-term
challenges. Ministers need to make a decision on the time-horizon over which Crown
support could be made available.

Consideration 3: options for Wave 2 as part of the 11 May 2020 CRRF process

36. You asked for advice on a support package that could be announced as part of the
CRRF on 11 May 2020, however, all options would require further work before being
implementation ready.

37. Officials have identified three options that Ministers could consider.

38. Options 1 and 2 focus on ‘buying time’ through providing immediate/short-term relief to
the sector. This will allow Ministers to consider the strategic choices associated with
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medium and long-term interventions before committing. Whereas option 3 commits the
Government to providing a long-term support package, but preserves flexibility for
further analysis on the package’s exact scope.

39. The proposed three options all require further work before being implementation ready

. Option 1: Extend an existing broad based measure — either the duration of the
WSS beyond 6 June 2020

. Option 2: A targeted, short-term grant scheme avail o small and
businesses operating in the sector.

. Option 3: A tagged contingency to establish artnerghi @
Each of these options is described in more detail bel

A~ N
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s9(2)((iv)

Option 2: Cash grant

48.

49.

50.

51.

Option 3: A tagged contingency to es
52.

53.

54.

55.

56.

A cash grant to business operating in the tourism sector. Unlike the other two options
that extend existing schemes, this would require establishing a new scheme from
scratch. As such, there are new operational and implementation risks to manage.

Ministers would need to determine eligibility of firms (i.e. consideration 1A and 1B

liquidity support to the sector, wi
option raises the largest equit

i Of tourism_firt
emand ie on NZ’s international border policy, a

tagged contingency-option’could suppo delivery of a medium- to long- term sector

response.
Ministers ish a ontingency to support a formal 12-month Tourism
ipfo

alising and s y expanding the business, government and industry
Dby the Mi%r Tourism earlier in April 2020. With added worker, iwi
ati

group.se
and nal represente is Partnership could draw on the contingency through
joint e $ ent with the Minister of Tourism and Minister of Finance, and would be
|th con relevant sector and regional entities, in partnership with the
Govern

The Partng Nould co-design the interventions needed for the sector in the medium
and longe , in line with the Government’s transition approach. It could draw on the

fCy for projects quickly, but could also report back with recommendations for
congidera in future CRRF funding rounds. As part of the suite of interventions

ment, t the options for the sector at this crucial period.

The governance of the Partnership would be important to get right, to avoid conflicts of
interest and dominance by incumbents. The Partnership could also be given a clear
remit to consider options which support overall Government objectives, such as those
previously set out in the Economic Plan (and under consideration in the context of
Wave 3).

The quantum of the tagged contingency could be determined in the context of other
requests for funding in the CRRF, and depend on whether Ministers wished for the
Tourism Partnership to be considered for future CRRF funding rounds (or whether this
was the total quantum of support targeted towards the sector).
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57. At this stage officials have not specifically considered the option raised by Tourism
New Zealand to create a fund to purchase strategic tourism assets on behalf of the
Crown. However, this could be as part of Option 3.

Hold — for central team.

Next Steps ((7 :
\$> N
58. We recommend that joint Ministers (Minister of Fi@@? Ministerism)

discuss with officials, by 7 May 2020, Ministeri

al preferences r%rg.
. The need for a tourism sector support.pz ge, give oad based

interventions.
preferre nisterial preference on:
i. The sector d @
ii. The time horizo @

iii. Opti 0 Wave 2 CR DIOCESS.

. If a tourism sector support packag

£
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Appendix 1: Additional detail on economic impacts of tourism
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The following table shows the large number of different industries that are associated with

the tourism.
Tourism Total Supply Tourism
Product (YE March 19) Supply .
(Sm) product ratio
($m)
Accommodation services 3,303 3,440 0@6
Food and beverage serving services 4,701 72 O\AQ
Air passenger transport 5,620 \‘:{,663 \Kﬁ\QQ
Other passenger transport 4,541/5 6,694 \0/.68
Imputed rental on holiday homes &\4/7\ 847 1.00
Cultural, recreation, and gambling services /3172 ﬁ;@ﬁ 0.19
Retail sales — alcohol, food, and beverages M /74\‘?&%/ 0.03
Retail sales — fuel and other automotive product< /§\,’218 < (1\45\5}/ 0.18
Retail sales — other 7,824 /328 0.13
Education services ) 1,128{ \>7,129 0.16
Other tourism products 3,26]\\ 53,800 0.06

IN-CONFIDENCE
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Appendix 2: Indicative policy framework to define support for the tourism
sector (to be confirmed with MBIE)

The below is an indicative list of factors that could be used to assess whether businesses are
eligible for support. Further work, including consultation with iwi, would be needed to develop
this criteria, including what the necessary evidence base might be to inform it. It is important
that any amendments to current support mechanisms are clear and objectively determined to
reduce the risk of challenge.

Are existing support mechanisms able to keep assets fu | in within t rt,
medium and long-term? @
Is it an iconic part of the New Zealand tourism off%%

omy many

Is it critical to a region’s tourism offering, without which, that regional e
not be able to recover? % %
Is it an asset without which the tourism offefing standard wo e unacceptable or
compromised? %
Is it of notable environmental, histo uraI value’
allenges to p @ resuming operations?
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Treasury Report: Tourism Sector: COVID-19 Support
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Q
Action sought @ /TN
)
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Minister of Finance ﬁ;&% lons In th?@

Contact for telephone disc %i n (if F%@@
S

Name Wn Telephone 1st Contact

Danni Thian JSenior Analyst&@ppoﬂ S9Q)(K)
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Treasury Report: Tourism Sector: COVID-19 Support

Executive Summary

The tourism industry has been a significant contributor to New Zealand’s economy. However,
Covid-19 has essentially eliminated visitor movement and touris end, as are tourism
is one of the most negatively impacted sectors in the econom

extent tax relief and the Business Finance Guarantee, e.assisted the tou
short-term. Additionally, the recently enacted Small Business Cashflo
also provide further short-term liquidity for Small a o‘ot e i

You are receiving this advice whilst simultaneously ¢onsidering d@ anumber of important
policy decisions that will affect the need for and-seope’ of diffe %Nrentions targeted at
£ ;) t

To date, broad based interventions such as the Wage Su E eme, and

the tourism sector, including on whether t d)and/or targe age Subsidy Scheme.
Given we estimate 87% of tourism busi e using cheme, this decision would
have considerable impacts on the sh

Cashflow (Loan) Scheme, this will i n whethg = bespoke package is required,

and how it is built. Operationalising.a Trans-Tasman bubble could also lessen the disruption

to the sector, but any decisio border pd ot on the near horizon.

There is an opportunity uidity of the sector now, and buy time to

gauge the domestic de tourism@and f sinesses to adjust, before paving the way
sperou erm future of the sector.

for a more sustainable-a
If you wish to si ort for th m sector in the 11 May CRRF funding round, we

therefore recommend providing a tag contingency. This preserves flexibility for further

analysis on ge’s ex cope (which might include further measures to support
short-term .@I ,to tak unt the decisions above and their impacts, as well as
%?{‘s.

your Io‘li Ye onomi&
MBIE, Tourism NZ he tourism industry agree that the long-term tourism strategy should

aim to limit envirg
the governance

partnership

If a taggd ency is your preference, we recommend you discuss with the Minister for
Tourism g that this proposal has been briefly discussed with MBIE, and might build on
existing work the Minister is leading.

%’ ~social and fiscal pressures. There is an opportunity to structure
fid criteria for this tagged contingency to meet these aims through a

h, involving just transition and tripartite principles (see pages 9-10).

aPpP

J
9

You also asked for specific options on what an 11 May CRRF package could include. As
noted above, current broad-based measures are preferable, but the following may be
implementable on a longer time scale:

Option 1: Extend existing broad-based measures — through the duration or greater
targeting of the WSS beyond 6 June 2020; S%20)

Option 2: A targeted, short-term grant scheme available to small and large businesses
operating in the sector.

Page 2
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Recommended Action

We recommend that you:

a

note that Covid-19 has essentially eliminated visitor movement and tourism spend, as
a result tourism is one of the most negatively impacted sectors in the economy.

note that tourism will not recover to 2019 levels for some time and current decisions

relating to the Wage Subsidy Scheme, rollout of the Small Business Cash Flow (Loan)

Scheme, and in relation to the international border will sha u the future of t ector.
O

agree that a sector-based approach may be warranted fo m, initi ocused on

providing short-term liquidity support through extensions of\broad-based res,
and through a funding mechanism to support interventions that can bedeployed when
domestic demand trends are better understood.

Agree/disagree. @
nisreport are@mentable by the 11

note that options (1) and (2) presentedir
May CRRF deadline.

note that setting a tagged conti tourism the coming CRRF round would
however allow the Governme ibility to fund atives that are appropriate for
the sector as trends in domes and for st _become clear.

agree to discuss this p ..@ ith the M
Agree/disagree. % @
agree to direc "250 provid advice on the governance and spending
criteria for c ntinge%

Agree/disag

&

7

X

Hon Grant Robertson
Minister of Finance
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Treasury Report: Tourism Sector: COVID-19 Support

Purpose of Report

1.

Structure of this report

On Wednesday 29 April 2020 the Minister of Finance requested advice from The
Treasury on what a package of support for the tourism sector could look like, to be
included in the Wave 2 CRRF on 11 May 2020.

This report responds to the Minister of Finance’s request iding opti@}Wave
2 CRRF as well as longer term considerations for Way eyond)/\We request
that joint Ministers discuss the contents of this repor ials by ay-2020.

In order to provide Ministers with the requested advice'in time for CR cesses this
briefing has been produced under significant time pressure. Specific limitations are

noted in the body of the report.

We note that this report has been also -.- in col an with MBIE officials,
who are content that we convey that they haveindicate %9- for the
recommendations. %

5.  This report is separate ge\\th ee section
. Section 1: Pr ef outli ourism sector and COVID-19 Impacts.
. Section 2:-Pr an ovefview ‘af the Government’s current economic response
frameworkXand-how a sect proach could align with this framework.
. Secti 7Qutlines three ons to provide support to the sector.
Section 1> Tourism Seé&&%d COVID-19 Impacts
The tﬁndu @een a critical part of our economy
6. The tourism y has been a significant contributor to New Zealand’s economy. In

ch 2019 tourism:

. Contributed 9.8% of GDP.

. Directly employed 229,566 people.'

' We note a significant proportion of which are migrant or visa workers and as the industry resizes, many of these
workers may return home if unable to find alternate work (as they are ineligible for New Zealand welfare assistance).
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Tourism is spread across New Zealand, however its contribution to GDP and
employment varies significantly by region, with regions on the South Island much more
dependant than those in the North Island. The West Coast and Otago are the two
regions with the highest dependence on tourism spend as a proportion of GDP2.
Tourism has previously been identified as a sector many regions are looking to develop
to support the creation of new jobs.

bution across Maori tourism, with women
[dition, iwi balance sheets may be
hanges in the sector, as these are geared towards

mmercia y.
%;;mprised of many sub-sectors, with both direct and

The tourisr
togeth Qvide an experience for visitors.

tion services, air passenger transport and holiday homes, are almost
ourism supply. However, even in areas less commonly associated with
tourism, visitor demand accounts for a significant proportion of total supply; including
almost 50 percent of food and beverage services, 20 percent of retail sales in fuel and
other automotive products and 14 percent of other retail sales. (Further detail in
Appendix 1: Additional detail on economic impacts of tourism).

Unlike other sectors, tourism is defined by the consumer rather than the producer;
tourism effectively adds to the total demand for goods and services by residents. This
includes international demand, but also domestic demand?. As such, tourism has
significant distributional benefits at the regional level (as demonstrated in Graph 1), and
leads to a level of amenities and services provided that the resident population alone
could not sustain.

2 Source: MBIE.
3 Demand from New Zealanders outside their home district.
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Because the tourism sector does not represent an industry sector in a statistically
definable way (i.e. there is no standard industry code), there is no common definition or
agreed understanding of which firms comprise the sector. This makes the sector
difficult to accurately describe, quantify, and tailor sector-specific policy.

COVID-19 has had a significant, immediate, effect on the tourism industry, and this
effect will have lasting effects over the next 3 to 5 years

13.

14.

15.

16.

17.

Covid-19 has essentially eliminated visitor movement and tourism spend. In the short-
term it is one of the most highly impacted sectors; international tourism has completely
stopped due to the closure of borders, and domestic tourer COVID<§%§1

D m ent

N

U
ola

ohibition,on
on requir.
vhen visitorﬁii spending

relief to the sector, but it is still uncertain how much-domestic-to ill occur as this
also depends on people’s willingness. Thi ertainty is e er for international
travel, making forecasting for when the or'will move, jntera recovery phase
challenging.

Given tourism’s role in New Zea
the country are, and will conti
strong regional and sector-specifi

on the relative size of the residen
well as the cost structurs@ ' i
high fixed costs and a’low, probability o

over 20,000 small b 4

However, it is likely-that, over th €
recover. The prospect asman “bubble” provides further reason to suggest
restored =@: nd i inthe medium-term. Last year, nearly 1.5 million

t is also likely that discretionary spending on travel will
international and domestic tourists. Therefore, the sector

ust% w normal’ post COVID-19.

e)decisions government makes under wave 2 are critical, with risks
=-overinvestment keeps labour and capital in firms that may not have

Section'\2: Government’s Economic Response Framework

18.

19.

To date, broad based interventions such as the Wage Subsidy Scheme (WSS)
Business Finance Guarantee (BFG) and recently enacted Small Business Cashflow
(Loan) Scheme (SBCL) have focused on maintaining business continuity and worker
attachment.

Tourism businesses are benefiting from the WSS, data from Tourism New Zealand’s
most recent survey cited that 87% have utilised the scheme. However, uptake of other

4 Source: Tourism NZ.
5 Source: Stats NZ: https://www.stats.govt.nz/information-releases/tourism-satellite-account-2019
6 Source: Tourism NZ.
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measures, tax relief provisions and the BFG” are low at 18% surveyed and 11%
respectively. Tourism New Zealand anticipate many smaller tourism businesses will
utilise the SBCL, but ultimately it is too early to tell. It will also not support all tourism
businesses, given the scheme is only eligible to businesses with up to 50FTEs.
However, as Alert Levels move downward and these interventions are modified or
phased out, it is likely that demand for tourism will continue to be limited.

Treasury has advised that sector support should focus on adapting the existing
objectives of businesses continuity and worker attachment, exploiting the potential of
the Government’s broad based interventions (TR2020/1271-refers).

in ition

There is risk, however, in establishing multiple, sector-
to the broad-based ones. The variety of lending instrun
ultimately lead to businesses being unable to determjne
would best fit their need. Sector-specific interventi

other sectors that do not benefit from such specific interventions

pport

. Facing unique challenges — to

whose effects cascade outsidé that secto
The Treasury consider % facing unique challenges that could

N e
ects to other in the economy.

Furthermore, bec ifferent regioris’are reliant on tourism to a different degree?,
and different ré ior ve diffeI; \ bilities to diversify their local economies, the flow

i felf utely<in-certain places®. Even within certain regions, firms
e directlyn visitors, particularly international visitors, will
hort-term.

acutely in the
d re%@%mies are also still recovering from the impacts of other

ing the effects of COVID-19. These include Christchurch
w | recovering from the earthquakes of the last decade, the

S r recovering from the significant impacts of flooding in 2019,
and the Ba who are still recovering from the effects of the Whakaari White
Island er se regions can be expected to show less resilience to the impacts

of COV ompared to other regions around New Zealand, and will likely show
dispro nate burden placed on Maori businesses, which have significant footprint in

Given-todrism has been especially negatively affected by COVID19, Treasury

considers a sector based approach should be considered. Any decisions on providing
sector specific support should be balanced with:

7 The BFG and the COVID-19 Loan Guarantee (CLG) (designed to operate outside the BFG for mid-sized
businesses) rely on entities being able to take-on, and subsequently service, additional debt in the short-to-
medium-term. The uncertainty faced by the sector, and its viability, means tourism businesses are often less
‘bankable’ for additional debt. An except to this however is those businesses with access to land to leverage.

8 As some regions are accustomed to a high proportion of demand coming from visitors rather than the resident
population, although without this general demand, all firms in a region, regardless of sector, will face either the
immediate or downstream effects of reduced tourism.

9 Tourism New Zealand considers that the Bay of Islands, Waitomo, Rotorua, Queenstown and Kaikoura are
examples of tourism-led regional economies with limited alternative labour markets or industries.
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. equity implications of similarly affected businesses outside the sector not
receiving support,
. existing broad based interventions, and

. the possibility of delaying productive reallocation of resources, particularly labour
given the large number of people employed in the industry.

Section 3: Options for the Tourism Sector

Consideration 1: The definition of the tourism sector
\ﬁi %9

1A: How broad, in terms of industries, should the tourism e

nt.

27. The tourism sector is not a single industry, therefo<r/e%ylinisters %oos'g fo consider a
N

28. This is a strategic decision, the broader { i ela ggi; umber of
businesses that would be eligible for supp R larger the fiscal cost to

the Crown. For example: i ;
. A narrowly defined sector could de accommo n services and attractions.
. Whereas, a more broa@e sector also include retail and hospitality.

1B: Should the definition of the sector also requiré fir demonstrate ‘criticality’?

i \
%therefore, recovery, and/or

onomic development - its existence creates significant
ie her regional activities

29. Within the above categorie
conditionality, to t t.sty
future of tourism.
strategically impo

ased package. The risk of legal challenge may also increase
iscretion to be applied by decision-makers in determining

eets the eligibility criteria. However, it does reduce the risk that

supports a large number of firms that are potentially not viable given

fourism over the next five years. It also reduces the risk of incentivising

31. 2: MBIE’s indicative policy framework to define support for the sector
contains an indicative list of factors that could be used to assess whether businesses
met the threshold of being “critical to the future of tourism”, should Ministers wish to
progress with this level of targeting. Further work will need to be done to develop
recommendations as to the sort of evidence that could be used to demonstrate
eligibility criteria are met, focussing on evidence that is independent and capable of
being objectively determined.

32. Ensuring essential transport links are maintained during the response and recovery is
an important component of the sector. The Ministry of Transport has developed a
framework for assessing where additional financial support (either through the aviation
package approved in March or via the proposed funding sought from the CRRF) might
be appropriate beyond the Government’s general economic support measures. The
focus is on maintaining “essential transport connectivity”, rather than supporting
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individual businesses to survive, and does not cover transport operators that focus on
the tourism and recreational markets. The framework, applying across aviation and
other forms of transport where applicable, is designed to support robust, efficient and
consistent decision-making on a case-by-case basis.

Future decisions need to be made on the definition of the tourism sector including:
how broad (in terms of industries) the definition should be, and whether the definition
of the sector also require firms to demonstrate ‘criticality’ for the recovery.

Consideration 2: the time horizon of any proposed package ©

33.

34.

Businesses within the tourism sector face both immedia
Therefore, it is also important to determine the time-horiz
could be made available. Different horizons for su

points:

. Immediate/short-term: next 6 months: on sho

. Medium-term: 6 to12 months ar and: focus

fundinq s9(2)(f)(iv)

There are opportunities for greater
sector (and cross-sector i nt), active \abour market policies and those
focused on internation ons an orger.

. Long-term: 3 to 5 years: 's “
tourism sector” — g g@a

focus on ag e Government’s “reimagined
more economicaly proddctive a d@ﬁ ainable. MBIE, TNZ and the industry are
in broad agr S at the situation in the tourism industry pre-Covid with

| is more ‘s.o- ally inclusive, stronger environmentally,
environmen essures is not the aspiration for the future of

nesses within th
chal . Mini

could be'made

sector face both immediate and longer-term
consider the time-horizon over which Crown support

35

36.

37.

Consideration,3: options for Wave 2 as part of the 11 May 2020 CRRF process
. There pportunity to support the short-term liquidity of the sector through existing
€

mea s nroOw, and buy time to gauge the domestic demand for tourism and for
busi es to adjust, before paving the way for a more sustainable and prosperous
long-term future of the sector.

If you wish to signal support for the tourism sector in the 11 May CRRF funding round,
we therefore recommend providing a tagged contingency. This preserves flexibility for
further analysis on the package’s exact scope (which might include further measures to
support short-term liquidity), to take into account decisions relating to the Wage
Subsidy Scheme, border-related policies, take up of the Small Business Cash Flow
(Loan) Scheme, and their cumulative impacts; as well as your long-term economic
objectives.

To support a medium-to long term response, the tagged contingency could support a

formal 12-month Tourism Partnership, formalising and slightly expanding the business,

government and industry group set up by the Minister for Tourism earlier in April 2020.
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38.

39.

40.

41.

42.

43.

44.

45.

46.
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Chaired by the Minister for Tourism, and with added worker, iwi and regional
representation, this Partnership could draw on the contingency through joint agreement
with the Minister of Tourism and Minister of Finance, and would be tasked with
convening relevant sector and regional entities, in partnership with the Government, to
examine the options for the sector at this crucial period.

The Partnership would co-design the interventions needed for the sector in the medium
and longer term, in line with the Government'’s just transition and tripartite approach. It
could draw on the contingency for projects quickly, but you may also decide that it
could report back with recommendations for consideration in,future CRRF funding

rounds.
(@ Minister

consultation
ip, would
mple through

We suggest that spending from the contingency wo eed join
of Finance and the Minister for Tourism. However (o) for Ministe
on bids put forward by the Minister for Tourism, on f of the Partne

also need to be considered, as well as how spénding is reported_{for.ex
a Cabinet Committee).
0

The governance of the Partnership would ortant to'ge , to avoid conflicts of
interest and dominance by incumben to’help fa % d and innovative
approaches to medium- and Iong-te eform. We s that the Partnership should

be mandated to consult groups i g regional éconemic development bodies in the
course of their work. Maori Tour NZ may alsg be\valuable participants.

There is an opportunity to guide work of the Rart
contingency funds were nQI\?;? ith the gavernment’s overall economic strategy.
Criteria could be devi hlighting theoneed for interventions to deliver outcomes

that would cushion th ts for thelsecto

putting the sector ainable faoting.-This could involve a range of policy
instruments, including ALMPs relating to redeployment, skills and training.

ontingency could be determined in the context of other
CRRF, and depend on whether Ministers wished for the
be considered for future CRRF funding rounds (or whether this
of support targeted towards the sector).

totalqua
¢ in ency is your preference, we recommend you discuss with the
9 O

drism — noting that this proposal has been discussed with MBIE, and

CoMsiderations for Ministers on the creation of a tagged contingency for a
Tourism Partnership relate to the quantum of funding to set aside to incentivise
the right approach; criteria for future spending; governance of the Partnership;
and protocols on Ministerial consultation and joint agreement. Subject to your
discussions, agencies could provide future advice on these matters.

The following options may also be implementable on a longer time scale. They are not
mutually exclusive:

Option 1: Extend existing broad-based measures — S2@0OM)

Page 10
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47. Option 2: A targeted, short-term grant scheme available to small and large
businesses operating in the sector.

48. Each of these options is described in more detail below.

Option 2: Cash grant

56. Unlike the other two options that extend existing schemes, this would require
establishing a new scheme from scratch. As such, there are new operational and
implementation risks to manage.

57. Ministers would need to determine eligibility of firms (i.e. consideration 1A and 1B
above), and the size of the grants. These considerations can determine who should
administer the grant scheme. MBIE Tourism has signalled it could take on
responsibility of grant deployment if eligibility were tightly targeted, utilising the in-
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58.

59.

60.
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house expertise it has available, including a regional network with industry links. MBIE
has indicated that this type of deployment would require additional operating funding.

If a larger more generic scheme is preferred there is a possibility to out-source a grant
scheme to a third party, but in the time available, this option has not been analysed.

To make the scheme easy to administer, the grant could be a fixed sum, based on
revenue lost or fixed costs which would need to be objectively determined to reduce
the risk of legal challenge. A targeted cash grant scheme would provide immediate
liquidity support to the sector, without requiring it to take on more debt. Howeyer, this
option raises the largest equity risks, given there is no re ent for firm&ay.

raised ism
assets onrbe the
ency. v

New Zealand to create a fund to purchase strategic tou
Crown. However, this could be as part of a tagge

@@ %
Dy
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Appendix 1: Additional detail on economic impacts of tourism

Doc 7

Page 52 of 53

The following table shows the large number of different industries that are associated with

the tourism.
Tourism Total Supply Tourism
Product (YE March 19) Supply .
(Sm) product ratio
($m)
Accommodation services 3,303 3,440 0@6
Food and beverage serving services 4,701 72 O\AQ
Air passenger transport 5,620 \‘:{,663 \Kﬁ\QQ
Other passenger transport 4,545 6,694 \0/.68
Imputed rental on holiday homes %\ 847 1.00
Cultural, recreation, and gambling services /3172 ﬁ;@ﬁ 0.19
Retail sales — alcohol, food, and beverages M /74\‘?&%/ 0.03
Retail sales — fuel and other automotive product< /§yj18 < (1\45\5}/ 0.18
Retail sales — other 7,824 /328 0.13
Education services ) 1,128{ \>7,129 0.16
Other tourism products 3,2@\\ 53,800 0.06

IN-CONFIDENCE
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Appendix 2: Indicative policy framework to define support for the tourism
sector (to be confirmed with MBIE)

The below is an indicative list of factors that could be used to assess whether businesses are
eligible for support. Further work, including consultation with iwi, would be needed to develop
this criteria, including what the necessary evidence base might be to inform it. It is important
that any amendments to current support mechanisms are clear and objectively determined to
reduce the risk of challenge.

Are existing support mechanisms able to keep assets fu | in within t rt,
medium and long-term? @
Is it an iconic part of the New Zealand tourism off%%

omy many

Is it critical to a region’s tourism offering, without which, that regional e
not be able to recover? % %
Is it an asset without which the tourism offefing standard wo e unacceptable or
compromised? %
Is it of notable environmental, histo uraI value’
allenges to p @ resuming operations?
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