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Reference: 20220109 

 

 

4 May 2022 

 

 
Dear  
 
Thank you for your Official Information Act request, received on 1 April 2022. You 
requested the following: 
 

what are recommendations/advice from Treasury and Tourism industry regarding 
government support of $49 million total to south island tourism (article below). 
And what did cabinet turn down providing funding for in order to fund this?  
 
https://www.odt.co.nz/news/dunedin/kia-ora-cobber-49m-boost-si-
tourism?fbclid=IwAR0gYB4oiztG1FLgUT7L7bWnN_FQxJEpN1CuLhL7airIvTdcy
MG1pVy7E48  
 

Information being released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.  16 March 2021 Treasury Report T2021/618: 
Treasury Advice on the proposed 
‘Tourism Recovery Package’ 

Release in part 

 
I 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: 

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

Direct dial phone numbers of officials have been withheld under section 9(2)(k) in order 
to reduce the possibility of staff being exposed to phishing and other scams. This is 
because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s website. 

Some information has been redacted because the document includes matters outside 
your specific request for advice on the Tourism Kick-start Fund. 



 

2 

Additional information 

For additional context, the Ministry of Business, Innovation and Employment has 
publicly released the relevant briefing and Cabinet minute which agreed to the Kick-
start fund. You can find this information here. 

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 
 
 
 
 
 
 
John Marney 
Manager, Regions, Enterprises and Economic Development 
 

 

https://www.mbie.govt.nz/dmsdocument/14894-supporting-the-tourism-sector-and-communities-to-recover-and-reset-from-covid-19-proactiverelease-pdf
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Treasury Report:  Treasury advice on the proposed 'Tourism Recovery 
Package' 

Date:   16 March 2021 Report No: T2021/618 

File Number: SH-11-1-4 

Action sought 

  Action sought  Deadline  

Hon Grant Robertson 
Minister of Finance 
 

Note Treasury advice on the 
Minister for Tourism’s ‘recovery 
package’  

16 March 2021 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Alice Ansley Analyst, Transitions, 
Regions, and Economic 
Development 

N/A 
(mob) 

 

Jean Le Roux Manager, Transitions 
Regions and Economic 
Development 

N/A 
(mob) 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 

s9(2)(k)
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Treasury Report:  Treasury advice on the proposed 'Tourism Recovery 
Package' 

Executive Summary 

The Minister of Tourism is proposing a tourism recovery package that targets support for 
communities in Kaikōura, Mackenzie, Queenstown Lakes, Te Anau/Milford Sound, and 
Glacier Country. Even with the potential implementation of a trans-Tasman bubble in the 
near term, we anticipate that these localities are likely to face ongoing economic distress 
going forward given the reliance on tourism. The Treasury is therefore supportive of 
considering additional support for the tourism sector, whilst acknowledging that cases of firm 
failure cannot be fully avoided.  
 
A key objective of this package should be to support a long-term transition for the sector in 
these communities. On the whole, the current business support proposals in the package risk 
preserving current business models rather than emphasising the need for transition. 
However, we acknowledge that some levers to drive forward a sector-wide transition, such 
as through the reform of the International Visitor Levy and other regulatory measures, sit 
outside of this locally-targeted package.  
 
The Treasury’s views on the key elements of the proposed package are outlined below: 
 

A kick-start fund (paid at a rate of 2 weeks’ pre-COVID revenue) to boost existing tourism 
firms once international visitors return (total: $49m) 
 
The Treasury expects the trans-Tasman bubble and full border opening to provide the most 
effective means of kick-starting tourism business activities through normal demand 
mechanisms. A kick-start payment provided by the Government could nevertheless help 
overcome any cashflow issues and support a return to normal activity more quickly, which is 
important for the economic recovery. The Treasury therefore considers there is a case for 
such a payment, subject to careful consideration of the design parameters.  
 
We note the proposed model of hibernation and kick-start payments risks rewarding 
continuation of existing business models rather than encouraging the required change for 
these businesses to be viable in the long-term. This suggests eligibility should be designed to 
encompass evidence of firm viability.  
 

Out of Scope
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Recommended Action 

We recommend that you: 
 
a. note that the Treasury sees merit in considering a further tourism support package for 

particularly distressed localities, but suggests the current proposals need further 
development before they are agreed and funded by Cabinet; 

 
b. raise the points discussed in this report at any DEV discussion of the proposed tourism 

package on 17 March; and 
 
c. invite the Minister of Tourism to continue to refine the business support proposals in 

consultation with you, before a report back to Cabinet for final decision-making and 
allocation of funding. 

 
 
 
 
 
 
Jean Le Roux 
Manager, Transitions, Regions, and Economic Development 
 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report:  Treasury advice on the proposed 'Tourism Recovery 
Package' 

 
Purpose of Report 

1. This advice responds to your request for advice on the Minister of Tourism’s proposed 
‘Tourism Recovery Package’. It relates to a draft Cabinet paper we understand may be 
discussed at DEV on 17 March, as well as the detail of the proposals shared with the 
Treasury in advance of this meeting. At the time of writing, this paper was not lodged. 

2. This advice focuses on the parts of the package which we see as most significant to 
the objectives of a transition. It therefore provides the Treasury’s view on: 

a. the economic context for these regions;  

b. what the objectives should be for any package of targeted support; and 

c. whether the proposed package meets these needs.  
 
Context 

The tourism sector is being significantly impacted by continued border closures and 
Alert Level escalations despite previous and current Government support  

3. The closure of New Zealand’s borders has prevented the inflow of international visitors 
who, in normal times, account for approximately 40% of total tourism spend ($17bn). 

4. Domestic expenditure has increased overall compared to 2019 levels, but this increase 
is not compensating for the lack of international spend, with all regions showing a 
decline in overall revenue.1 

5. The sector has been significantly supported by both broad-based policies2 (for 
example, MBIE estimate that ~90% and ~75% of tourism businesses accessed the 
2020 Wage Subsidy Scheme and Extension respectively), and a variety of targeted 
initiatives. However, based on historic patterns of international and domestic visitation 
(seasonal and regional dispersal), MBIE anticipates a further sharp downturn from 
March 2021 due to the end of the summer season, the beginning of the school year 
and the expected decline in domestic tourism in the winter months (which is typical for 
domestic tourism in some areas even in a non-COVID affected year). 

The impact of border closures is being felt disproportionately between regions despite 
previous and current Government support  

6. Pre-COVID-19, New Zealand’s regional economies were reliant to a greater or lesser 
extent on international expenditure and aggregated data can smooth over the deeper 
shocks some regions have felt due to COVID-19. 

7. MBIE has assessed regions’ pre-COVID-19 reliance on tourism as a portion of regional 
GDP, international visitor spending trends, and the decline in total spend (despite 
domestic demand). Based on this criteria five areas emerged as experiencing a deep 
economic shock: Kaikoura, Mackenzie, Queenstown-Lakes, Southland (specifically Te 
Anau and Milford Sound) and Westland (specifically Glacier Country). Auckland did not 

 
1 This is evidenced by Monthly Regional Tourism Estimates, and analysis of Electronic Card 
Transactions. 
2 Broad-based measures include the Resurgence Support Payment, Wage Subsidy Scheme, Leave 
Support Scheme, Small Business Cashflow Scheme, broad-based tax measures and the Short Term 
Absence Payment.  
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meet this criteria as comparatively to other impacted regions its local economy relied 
less on tourism expenditure (only 7% of consumer spend in the region was by tourists 
compared with at least 10% in the chosen regions).  

8. MBIE’s analysis shows that, prior to COVID-19, more than 50 per cent of tourism 
spending within these districts was by international visitors and total spending within 
these districts, across all industries, has declined by at least 20 per cent since the 
same time last year.  

9. Integrated Data Infrastructure (IDI) data was sought to supplement this analysis, 
particularly other economic indicators which may show how these regions are being 
impacted, such as regional labour market re-allocation and/or regional transitions. 
However, this level of data was unavailable in the time available, as the Inland 
Revenue (IR) filing data from which labour market transitions can be identified can 
typically be loaded into the IDI environment within a few weeks of its collection. The 
address data within the IDI is based on available administrative records of address - for 
example, health data (PHO enrolments and NHI records) or address records held by 
IR, MSD, or ACC are often infrequently updated and therefore do not provide accurate 
address information with the same level of recency. As a result, although the IDI 
provides for the analysis of historical regional relocation activity, its usefulness for 
describing regional transitions in the post-COVID period is, at this time, more limited.    

Given this disproportionate impact, there is a case for further government support  

10. In light of these localised impacts, Treasury considers there to be a case for additional 
government support. The key lever to support the tourism industry is border policy, 
specifically a trans-Tasman bubble in the short-medium term. We understand Minister 
Hipkins is taking a paper to SWC on 17 March which proposes work to establish a two-
way quarantine-free travel bubble with Australia from late April 2021. 

11. A travel agreement with Australia would likely result in a significant inflow of tourists, as 
Australians usually make up around 40% of visitor arrivals (1.5 million in the year 
ended March 2020). The Treasury’s economic forecasts in the 2020 Half Year Update 
projected an increase in service exports of around $400m during the second half of 
2021, mostly driven by an assumed easing of border restrictions from the third quarter. 

12. The establishment of a trans-Tasman bubble is highly contingent on many factors and, 
even if it eventuates, it may not bring back 40% of usual international tourism 
expenditure, as Australian visitors tend to stay for shorter periods and spend less than 
the average. However, given that Australians may not have other options for 
international travel, and depending on the degree of pent-up demand, there is potential 
for the economic impact of Australian tourism to be larger than usual. 

13. The outflow of NZ residents would reduce the net gain to New Zealand’s GDP. In the 
year ended March 2020, travel services exports to Australia were $2.9 billion (i.e. 
spending by Australians in New Zealand) while travel services imports from Australia 
were $2.3 billion (i.e. spending by New Zealanders in Australia). Assuming traveller 
behaviour were similar to normal, we might therefore expect a net gain to GDP of $0.6 
billion (around 0.2% of annual GDP) over a 12-month period. 

14. Although the net increase in total GDP from a travel agreement would likely be 
relatively small, the increase in revenue would have a positive impact on the identified 
regions, helping bridge the gap in demand before the border fully reopens. However, it 
is unclear how this impact will flow through to these regions, as they have significantly 
different tourism offerings. For example, if the travel bubble were to be established in 
time for the New Zealand winter and the ski season, where we usually see another 
spike in international visitation, we would expect Queenstown-Lakes to experience 
higher visitation than Westland.  
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15. Despite the positive economic impact the trans-Tasman bubble could have on these 
regions, a sense of urgency for these regional economies, risk of ongoing damage, and 
a case for funding in the short-term still remains. The timing of the trans-Tasman 
bubble is contingent on many factors and, as outlined above, it is uncertain how the 
benefits will be spread between regions and how Australian tourists will behave.    

16. It will therefore be important for the proposed support package to be designed in a way 
which allows for scalability and flexibility so, in the case of a travel agreement, funding 
can be tailored to best meet the needs of specific regions.  

There is a case for place-based support as a least regrets option but the objective 
needs to be clear 

17. The objectives of the proposed package are to support the economic recovery by 
enabling businesses in international tourism-reliant localities to hibernate or suspend 
activity more easily and supporting a fast restart of tourism activity when international 
visitors return. Whilst it is possible the support may go to firms that ultimately fail, the 
Treasury supports the case for additional temporary, timely and targeted financial 
support for these communities as a means of mitigating economic scarring whilst also 
encouraging a necessary transition. 

18. However, the means of achieving a smooth transition are complex. Applying a Living 
Standards Framework (LSF), there is a risk that the proposals as drafted prioritise the 
protection of physical capital (e.g. business premises) and sacrifice human capital (as 
workers would need to find labour market opportunities elsewhere), thereby 
deteriorating social capital in local communities, all the while limiting progress on 
meeting the natural capital aims the Government has as part of its vision for a 
sustainable tourism sector.  

19. There are regulatory levers (e.g. the IVL) outside of this package which may drive 
progress on a sector-wide transition. However, failing to progress a smoother transition 
through this package would raise questions around the best use of taxpayer funds. In 
order to mitigate this risk, there may be opportunities to embed incentives for firms to 
change business models.  

Other key considerations when establishing a place-based package 

20. There is a need to align with other existing support in the system to maximise efficiency 
and allow for alternative perspectives and appropriate consultation to occur. This is 
particularly relevant for activity and investments being progressed through the 
Provincial Development Unit, New Zealand Maori Tourism, the Just Transition Unit and 
the Department of Conservation.  

21. Possible risks of a place-based package: 

a. Equity concerns: There are other regions who are also being significantly 
impacted because of the international visitor-facing focused nature of their local 
economies, in addition to other sectors such as international education, 
hospitality and accommodation. A support package for certain locations, regions, 
or sectors would need to have clear justifications for why those who are 
experiencing similar impacts would be excluded.  

b. Definitions of tourism-characteristic firms (the term currently referred to by 
Minister Nash) would need to be clearly communicated, recognising the sector 
boundary issues associated with tourism.  

c. Boundary issues may also create inequity amongst struggling firms and will make 
it difficult to confirm a criteria for which businesses may be eligible for support. 
For example, in relation to Glacier Country, there is a risk that destinations on the 
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way to the area would continue to struggle despite the towns in close proximity 
receiving extra Government support. 

d. There is a risk that these districts’ economies become dependent upon or 
expectant of ongoing support pending border reopening and do not invest 
sufficiently in ensuring a transition.  

22. The Minister of Tourism has requested a package totalling $200 million to support 
specific communities that are most reliant on international tourism. This funding is 
being sought from the CRRF.  

23. MBIE submitted two Budget 2021 initiatives to support the tourism sector. Treasury has 
not supported either of them. This is due to the uncertainty of border policy in addition 
to timing of implementation which relies on border policy.  

24. The following sections assess the main business support proposals that we anticipate 
will be discussed at DEV on Wednesday 17 March. 

 
Out of Scope
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Kick-start payment 

33. There is a lot of uncertainty around when the border will re-open and what decisions 
the Government makes for the border and immigration strategy more broadly. Any 
support for kick-starting activity in the tourism sector in the identified localities will need 
to take this uncertainty into account.  

34. The Treasury would expect the trans-Tasman bubble and full border opening to provide 
the most effective means of kick-staring tourism business activities through normal 
demand mechanisms. Where there are costs associated with re-starting that may be 
not be met as a result of cashflow issues, there is a question as to whether it is 
necessary for such funding to come from the Crown. It may be reasonable to expect 
businesses to borrow to cover these costs, given their re-opening would be on the 
basis that economic conditions were improving and demand was expected to improve 
to a level that would justify recommencing business activities.  

35. However, the Minister of Tourism is suggesting the introduction of a kick-start payment 
to support firms that have hibernated or significantly scaled back activity to “boost 
existing tourism businesses once international visitors return”. Funding would total 
approximately $49m, and the present proposal is for the cost to be scaled based on 
two weeks’ pre-COVID revenue. The Treasury is not aware of more detailed costings 
for the payment. 

36. A kick-start payment would nevertheless help address any short-term fixed costs 
associated with re-opening businesses, thus supporting a smooth transition towards 
new levels of demand for tourism in the hardest hit areas. It could also be justified for 
equity reasons as it acknowledges the disproportionate impacts of closed borders on 
these specific districts. The Treasury therefore considers there is a case for such a 
payment, subject to careful consideration of the design parameters.  

37. An important design parameter relates to payment rules that could incentivise change. 
We note that a model of hibernation and kick-start payments risks rewarding 
continuation of existing business models rather than encouraging the required change 
for these businesses to be viable in the long-term. This suggests eligibility should 
encompass evidence of firm viability, which MBIE is actively considering.  

38. The Treasury’s initial view is that the approach taken for other broad-based forms of 
support is valuable in this regard. More specific suggestions based on the thinking we 
have seen so far is outlined below: 

 
Proposal: Limit payment to... TSY comment 

Businesses that in 2019 conducted a majority of 
operations within one or more of the five 
identified tourism-related districts; and 

This closes off opportunities to potentially viable 
businesses that started more recently. For 
consistency with other schemes, we suggest 
businesses (or organisations)* should be eligible 
if they are at least six months old. 

Businesses with an approved viable business 
plan; and 

See comment in para 10(a).  

Out of Scope
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Meet one of the following criteria: 

- closed for operations for at least 6 months 
but still met ongoing costs; or 

- liquidated assets with the intention to 
redeploy capital in redeveloped tourism 
businesses; or 

- engaged in the BDH scheme for at least six 
months. 

This risks closing opportunities to businesses 
that made sound decisions to significantly scale 
back operations to the minimum viable option. 
Treasury suggests firms that have taken this 
approach should not be excluded from support. 

We note the BDH scheme is due to close to 
applications in October 2021. The time horizon 
for the kick-start payment is likely to extend 
beyond this date. 

 
39. As the above table suggests, assessing firm viability is a challenging aspect of this 

scheme. Whilst boundary cases cannot be fully avoided, scenario analysis of risks 
around creating winners and losers is required. We also suggest MBIE seeks legal 
advice.  

40. Additional eligibility issues, such as the treatment of commonly-owned groups and 
entitlement to funding when a business has also received previous forms of 
Government support, are also under active consideration. Treasury will work with MBIE 
to refine the approaches, and recommend pursuing alignment with approaches taken 
with the Wage Subsidy and RSP for consistency. 

Out of Scope
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Next steps 

45. The Minister of Tourism is expected to announce a Tourism Recovery Package at an 
event in Queenstown on Friday 19 March.  

46. The Treasury recommends the Minister of Tourism continue to refine the business 
support proposals in consultation with you, before a report back to Cabinet for final 
decision-making and allocation of funding. 

 

Out of Scope
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