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Wellington 6140 
New Zealand  

tel.  +64-4-472-2733 
 
https://treasury.govt.nz 

 
 
Reference: 20220296 
 
12/09/2022 
 

 
 
Dear  
 
I refer to your Official Information Act request, received on 18 July 2022. You requested 
the following: 
 

Part 1:  The March 21, 2022 Cabinet Paper “COVID-19 Response After The 
Peak Of Omicron” notes the Treasury was to provide the Minister of Finance with 
advice on a COVID-resilient economy 
 
Part 2:  The March 21, 2022 Cabinet Paper “COVID-19 Response After The 
Peak Of Omicron” notes the Treasury (among other agencies) was to provide the 
Minister of Finance (among others) with advice on “the Leave Support Scheme 
and Short-Term Absence Payment, including advice on the future role of these 
schemes in our COVID-19 response” 
 
Part 3:  Any information relating to the cost to the economy of Covid-19 illness or 
Covid-19 isolation rules, in terms of reduced hours worked and/or reduced 
productivity, since January 1, 2022 
 

On 15 August, I extended the time for responding to your request by 20 working days. 
 
This reply addresses the information you requested.  Please note that this letter (with 
your personal details removed) and enclosed documents may be published on the 
Treasury’s website.  You have the right to ask the Ombudsman to investigate and 
review my decision.  
 
Part 1:  Please find enclosed the following document: 
 

Item Date Document Description Decision 

1. 2
 
6 April 2022 Treasury Report T2022/275: 

Transitioning to a COVID-resilient 
economy 

Release in part 

 



2 

Some information has been removed from this document on the grounds described in 
the document. 

 

Part 2:  Please find enclosed the following document: 

 
Item Date Document Description Decision 

2. 30 June 2022 Excerpts from Treasury / Ministry 
of Social Development – Joint 
Report: Closing the Short-Term 
Absence Payment 

Release in part 

 

Some information has been removed from this document on the grounds described in 
the document. 

There is a document covered by your request that I have decided to withhold in full 
under section 9(2)(f)(iv) Official Information Act (to maintain the current constitutional 
conventions protecting the confidentiality of advice tendered by Ministers and officials): 
 

Item Date Document Description Decision 

3.  6 April 2022 Aide Memoire T2022/811: Future 
of COVID Leave Schemes – 
Meeting with Joint Ministers 

Withhold in full  

 
The following information is covered by your request and will soon be available on the 
Treasury’s website.  I therefore am refusing your request for the documents listed in 
the above table under section 18(d) Official Information Act (the information requested 
is or will soon be publicly available): 
 

Item Date Document Description Website Address 

4.  27 July 2022 DEV-22-SUB-0160 - Closure of 
the Short-Term Absence 
Payment, and future Leave 
Support Scheme funding 

www.treasury.govt.nz/publica
tions/other-official-
information/information-
releases  

 
Some relevant information will be removed from this document, on the grounds 
described in the documents. 
 
 

Part 3:  Please find enclosed the following documents: 

 
Item Date Document Description Decision 

http://www.treasury.govt.nz/publications/other-official-information/information-releases
http://www.treasury.govt.nz/publications/other-official-information/information-releases
http://www.treasury.govt.nz/publications/other-official-information/information-releases
http://www.treasury.govt.nz/publications/other-official-information/information-releases
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4. 04 March 2022 Treasury Report: T2022/427: 
Impact and effectiveness of self-
isolation and vaccine requirements 

Release in part  

 

5. 17 May 2022 

 

Treasury Report T2022/1113: 
Review of self-isolation settings for 
cases and household contacts 

Release in part  

 

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

• section 9(2)(f)(iv) – to maintain the current constitutional conventions protecting 
the confidentiality of advice tendered by Ministers and officials, 

• under section 9(2)(g)(ii) – to maintain the effective conduct of public affairs 
through protecting Ministers, members of government organisations, officers and 
employees from improper pressure or harassment, 

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

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

In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  
 
 
Yours sincerely, 
 
 
 
 
 
John Beaglehole 
Manager, Economic Policy  
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Treasury Report:  Review of self-isolation settings for COVID-19 cases 
and household contacts 

Executive Summary 

You will receive a paper from DPMC this week seeking your agreement to the outcome of 
this month’s review of self-isolation settings.  

Reducing the number of days spent in isolation across the population would have significant 
economic benefits in terms of increasing the number of hours worked, avoiding reduced 
demand for goods and services because of people isolating, and minimising the impacts on 
business continuity and supply chain disruption. There would also be fiscal savings from 
reduced demand for the Leave Support Scheme, and it may reduce the need for future 
funding for Care in the Community. 

Recommended Action 

We recommend that you: 
 
a agree to seek an in-principle decision on the outcome of this month’s review of self-

isolation settings to:  
 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)
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c refer to the Minister for COVID-19 Response, and the Associate Minister for COVID-19 

Response. 
 
 Refer/not referred. 
 
 
 
 
 
John Beaglehole 
Manager, Economic Policy  
 
 
 
 
 
 
Hon. Grant Robertson 
Minister of Finance 
 
 
_____/_____/_______ 

   

s9(2)(f)(iv)
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s9(2)(f)(iv)
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Reducing the number of people in isolation would have economic benefits 

11. We have used these results to estimate the economic impact over the period modelled 
in terms of the reduction in the number of hours worked across the population.  

12. The estimates do not include additional economic impacts, such as the impact of 
reduced demand for goods and services due to people isolating, or the impacts on 
business continuity and supply chain disruption.  

  

s9(2)(f)(iv)
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Figure 6: Funding for the Leave Support Scheme, and the Care in the Community 
programmes  
Scheme Amount appropriated Paid out 

Leave Support Scheme $710.795m for 2021/22 
(includes the Short-Term 
Absence Payment) 

$333.3 million (Leave Support 
Scheme only, from 10 
December to 11 May inclusive). 

Care in the Community and 
related programmes 

Approximately $1.201 billion 
across Votes Social 
Development, Māori 
Development, Pacific Peoples 
and Education (some allocated 
prior to the COVID-19 
Protection Framework)   

As these programmes are 
across several votes, and 
include operational services 
rather than cash payments, it is 
not possible within the 
timeframes to provide a 
reasonable estimate of funding 
paid out.  

 

Isolation requirements for household contacts have been removed 
internationally 

23. Australian states have removed the requirement for household contacts to isolate, with 
varying approaches to testing. For example, household contacts are required to test 

s9(2)(f)(iv)

s9(2)(f)(iv)
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daily in Victoria, but only test if they develop symptoms in New South Wales. Similar 
variation is seen across Canadian provinces and territories.  

24. Until recently, Singapore required household contacts to test daily but has since 
removed this requirement in favour of guidance to test daily. Annex 3 provides details 
of the requirements or guidance in Australia, Canada, Singapore and the United 
Kingdom for both cases and contacts. 

Next Steps 

25. You will receive a paper from DPMC this week seeking your agreement to the outcome 
of the review of self-isolation settings.  

28. We recommend that you refer this report to the Minister for COVID-19 Response, and 
the Associate Minister for COVID-19 for their consideration. 

s9(2)(f)(iv)
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Annex 2: Estimated economic impact of self-isolation requirements in May 

 
Note: the estimates are highly sensitive to our assumptions: 
 

• We assume that case and contact distribution align with the employment share of the population (56%), and that employed cases and contacts 
are in proportion to industry shares of employment. 

• Our estimates of working from home ability are determined using Household Labour Force Survey data and drawing on modelling completed by 
COVID-19 Modelling Aotearoa (CMA) 

• We assume that that cases who can work from home average 60% of their usual hours, reflecting differences in severity of the illness. We 
assume contacts, who can work from home, work their usual hours. 

• We assume an output elasticity of labour of 0.6, meaning a one percent fall in hours worked corresponds to a 0.6% fall in GDP, reflecting 
historical data and adjusting for assumed changes in labour productivity and the elasticity of labour supply from unaffected workers. 

• We assume full compliance with self-isolation requirements.  
• We do not account for the impacts of the Close Contact Exemption Scheme, which is likely to reduce the economic costs. 

The economic impacts are calculated by estimating the fall in total hours worked due to isolation requirements. We do not account for any additional 
behavioural response to the change in risk of contracting the illness. 

Scenario Testing for 
household 
contacts 

Case isolation 
days (reduction 
from current 
settings) 

Contact isolation 
days (reduction 
from current 
settings) 

Estimated economic 
impact for cases 
(reduction from 
current settings) 

Estimated economic 
mpact for contacts 
(reduction from 
current settings) 

Estimated total 
economic impact 
(reduction from 
current settings)  

 

7 days isolation for 
cases, 7 days isolation 
for household contacts 

Day 3 and 7, 
and if 
symptoms 

1,211,000 1,233,840 $102.5m $85.8m $188.3m  
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Total hours worked declined 0.2% in the March quarter in the recent Household Labour Force Survey (HLFS) release from Stats NZ. This was much 
lower than our expectation of a 2-2.5% contraction. Over 658,000 positive cases were reported in New Zealand in the March quarter, and incorporating 
our estimate of household contacts, this translates into about 1.58 million New Zealander’s being required to isolate at any time across the March quarter. 
Assuming cases and contacts are in proportion to the employment share of total population, that would represent about 880,000 employees being affected 
by isolation requirements.  

HLFS data showed that of the 2.8 million people employed, only an estimated 44,200 reported being away from work for a full week because of sickness, 
illness of injury, an increase of only 17,700 people compared to the March 2021 quarter. A further 17,500 people specified a COVID-19 related reason 
for why they were away from work for a full week. The impact of Omicron on hours worked may not yet be fully realised in the data owing to differences 
in the timing of the Household Labour Force Survey period, and the peak of the Omicron outbreak occurring towards the end of the quarter. Nonetheless, 
the data highlighted the resilience of the labour market to Omicron disruption. Differences in our model’s estimate of the fall in hours work and the actual 
data outturn may reflect: 

• our assumptions about the case distribution as the distribution of cases was skewed towards younger people during the early part of the 
outbreak and therefore our model likely overestimated the share of those in isolation who were employed;  

• the impact of the Close Contact Exemption Scheme; 
• low compliance with self-isolation requirements;  
• a greater ability to work from home than estimated, and; 
• a greater elasticity of labour supply as unaffected workers may have increased their worked hours more than first anticipated, in response to 

absence of colleagues. The decline in the underemployment rate by 0.3 percentage points to 2.1% reflects this. 
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Annex 3: International comparison of self-isolation settings 

 
Country Case isolation policy Date of last case isolation 

policy change 
Contact policy Date of last contact policy 

change 
Australian Capital Territory 
(Australia) 

7 days 30 December 2021 (AHPPC1 
recommendation) 

No isolation, test 24 hours 
before attending work or study, 
and test every 48 hours to 
continue attending. 

26 April 2022 

New South Wales (Australia) 7 days 30 December 2021 (AHPPC 
recommendation) 

No isolation, test and self-
isolate if you have or develop 
symptoms. 

22 April 2022 

Victoria (Australia) 7 days 30 December 2021 (AHPPC 
recommendation) 

No isolation but precautions, 
daily testing if leaving the 
house. 

22 April 2022 

Canada (British Columbia) 5 days or 10 days minimum 
depending on vaccination 
status.  

31 December 2021 No isolation, but precautions 
and test if you develop 
symptoms. 

21 January 2022 

Singapore Until a negative test, with a 
maximum of 7 or 14 days 
depending on vaccination 
status. 

 No isolation, guidance to test 
daily. 

26 April 2022 

United Kingdom Guidance to stay at home for 5 
days. 

24 February 2022 No isolation, guidance to take 
precautions. 

24 February 2022 

 

 
1 Australia Health Protection Principal Committee 
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b agree to one of the following options to seek Cabinet agreement to close STAP:  

EITHER:   2 of 18
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Option A (preferred): Closing STAP so that only employers of people who have 
already taken a PCR test (before the declaration is updated) can apply for support and 
providing the usual eight-week window for doing so. With a Cabinet decision on 1 
August 2022 this change could be implemented by 22 August 2022 and STAP would 
be closed by 15 October 2022 

Agree/disagree (Minister of Finance) 

Agree/disagree (Minister for Social Development and Employment) 
 

OR 
 
Option B: Closing STAP eight weeks after the Cabinet decision (once the declaration 
is updated) and allowing anyone who takes a PCR test before that date to apply. This 
option restricts the ability of eligible people to apply by providing a shortened window 
for accepting applications. With a Cabinet decision on 1 August this change could be 
implemented by 15 October 2022 and STAP would be closed by 15 October 2022 

Agree/disagree (Minister of Finance) 
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provide financial support.  

Staff working on STAP will be redeployed to LSS or their substantive roles 

20. Currently, MSD staff are manually checking all STAP applications. The resource required 
to do this fluctuates from week to week based on the number of applications received 
and the time required to consider these applications. In some weeks, the FTE required 
for this process exceeds the amount paid out through STAP, given the high decline rate. 

21. The staff currently performing the STAP administration function have been redeployed 
from various parts of MSD. When STAP is closed and this function is no longer required, 
these staff would return to perform their substantive roles, or would process LSS 
applications - if required. 
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Risks 

32. Given there is a three-week recess with no Cabinet meetings between 4 and 25 July, the 
additional funding for LSS will not be confirmed by Cabinet until 1 August. At current 
demand, there is enough funding left in the appropriation to cover this period. However, 
in the event of a significant spike in COVID-19 cases, LSS demand would increase and 
funding may run out. This risk is being mitigated by seeking the use of the WSS 
underspend to meet possible increased LSS demand. The residual risk is low.  

 

Next Steps  

33. If you approve the recommendations in this report, officials from Treasury and MSD will 
work on a joint Cabinet paper seeking approval to the closure of STAP and the transfer of 
the WSS underspend to the LSS appropriation. The draft Cabinet paper will be provided 
to your offices on Thursday 7 July, ahead of Ministerial consultation.  

34. A proposed timeline for the Cabinet paper is:  
 

Activity  Date 

Draft Cabinet paper provided to Ministers Robertson 
and Sepuloni  

Thursday 7 July 2022 

Ministerial consultation Monday 11 July – Friday 22 July 
2022 

Cabinet paper lodged in CabNet 10am Thursday 21 July 2022 

Paper considered at DEV  Wednesday 27 July 2022 

Paper considered at Cabinet Monday 1 August 2022 
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Treasury:4631894v2 

Treasury Report:  Transitioning to a COVID-resilient economy 

Date:  6 April 2022 

[Original sent on 24 March 
2022. This version includes a 
minor correction in paragraph 
14a.] 

Report No: T2022/275 

File Number: SH-1-6-1-3-3 

Action sought 

Action sought  Deadline 

Hon Grant Robertson 
Minister of Finance 

Discuss with Treasury officials 

Indicate your preferences for further 
advice 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact

Amy Spittal Graduate Analyst, 
Economic Policy 

 

Gwen Rashbrooke Principal Advisor, 
Economic Policy 

John Beaglehole Manager, Economic 
Policy 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

Note any 
feedback on 
the quality of 
the report 

Enclosure: No 

[39] [35]
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Treasury Report:  Transitioning to a COVID-resilient economy 

Executive Summary  

There is a need to focus on improving the economy’s resilience to ongoing COVID-
related disruption 

The purpose of this report is to provide strategic advice on improving the economy’s longer-
term resilience to COVID-19 to help inform the strategy for the COVID economic recovery 
after the Omicron peak. It is anticipated that COVID may continue to create social and 
economic disruption over the next two to five years. In this context, there is a need to 
transition to an economy that is more resilient to ongoing COVID-related shocks. This advice 
focuses on how firms can adapt to be more resilient to COVID, as the Ministry of Social 
Development (MSD) is leading work to consider how individuals and communities can be 
supported as we transition through and beyond the post-peak phase of the COVID-19 
response, with a particular focus on the Care in the Community welfare approach. 

We consider that a COVID-resilient economy is one in which businesses, communities, and 
individuals are able to adapt to living with COVID and absorb shocks resulting from COVID, 
with government bearing less of the risk and cost. Transitioning to a COVID-resilient 
economy is important for a number of reasons: 
• Providing further support would likely have substantial fiscal cost.
• There is a risk of exacerbating inflationary pressures.
• Further fiscal support may be detrimental to improving productivity.

We recommend signalling the end of economic supports to strengthen incentives for 
firms to adapt, though regulatory measures may help to ease the transition 

We recommend signalling the end of broad-based and sectoral economic supports for firms 
(e.g., the COVID Support Payment (CSP) and Wage Subsidy Scheme), to help strengthen 
incentives for firms to transition. This is consistent with our previous advice on economic 
support [T2022/36 refers], but the need to signal the end of broad-based support is amplified 
by the current context. Further analysis of the macroeconomic, firm, and pandemic context is 
provided in this report to support this conclusion. The Government should also continue to 
provide as much certainty as possible around key public health settings when setting out the 
post-peak strategy to help firms plan for the future. Public health restrictions should seek to 
minimise the disruption faced by businesses. There may be non-fiscal measures that can 
help to both ease the transition and support the Government’s broader high wage, low 
emissions objectives. In the current inflationary environment, regulatory options to support 
the transition may be more appropriate than economic supports.  

Conditions are strong for many firms to survive the transition without further fiscal 
support 

Persistently strong demand and a likely post-Omicron bounce back suggest conditions are 
strong for many firms to survive the transition to a COVID-resilient economy without further 
fiscal support. Recent changes to the COVID-19 Protection Framework (CPF) are likely to 
support a rebound in activity after the peak, as relaxed gathering limits and the removal of 
vaccine mandates permit more economic activity to take place. However, the economy is 
currently operating above potential output and it will be important to monitor downside risks 
that may dampen the bounce back, including the rising cost of living and rising interest rates. 
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Some firm failures are to be expected, though this will likely be productivity-
enhancing. However, transition may exacerbate distributional inequities, so attention 
should be paid to minimising long-term scarring   

Some disruption is to be expected from the transition and from future outbreaks, including 
firm failures in vulnerable sectors. At a firm level, this is not necessarily a bad outcome, as 
firm failures allow resources to be reallocated to more viable businesses or other productive 
uses. As to impacts on individuals, tight labour market conditions mean that people who lose 
their jobs as a result of firm failures should be in a better position to find alternative 
employment. Firm failures will have an impact on the owners of businesses that fold, 
particularly for SMEs. Transition may exacerbate distributional inequities, and impacts may 
be felt more keenly in some regions. The work being led by MSD will be highly relevant with 
regard to these distributional impacts. There are existing systems in place to support 
individuals and communities, and any further consideration would need to take these existing 
systems into account, rather than take a COVID-specific perspective.   

Recommended Action 

We recommend that you: 

a note that the Treasury considers that improving the economy’s resilience to COVID-19 
should be a priority as we move past the peak of the Omicron outbreak. 

b note that the Treasury considers that you should continue to signal that broad-based 
and sector-specific COVID economic supports will no longer be available to improve 
firms’ incentives to transition. 

c note that continuing to provide as much certainty as possible about public health 
restrictions will help businesses plan for the long-term, and public health restrictions 
should seek to minimise the disruption faced by businesses.  

d note that regulatory measures may help to ease the transition for businesses. 

e discuss with officials at the Weekly Agency Meeting on Monday 28 March.  

Yes/no. 

f indicate your preferences for further advice on regulatory options to improve the 
economy’s resilience to COVID-19. 

g note that if you wish to receive further advice on regulatory options, the Treasury will 
engage with industry, relevant Māori and Pacific interests, and other agencies. 

John Beaglehole 
Manager, Economic Policy 

Hon Grant Robertson 
Minister of Finance 
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Treasury Report: Transitioning to a COVID-resilient economy 

Purpose of Report 

1. The purpose of this report is to provide strategic advice on improving the economy’s
resilience to COVID-19, to help inform the strategy for the COVID economic recovery
beyond the immediate response to the Omicron outbreak.

2. The report considers what features a COVID-resilient economy should have, analyses
the likely impacts of transitioning to a more COVID-resilient economy, and considers
what role government could have in assisting firms to transition. We seek your
preferences for further advice on regulatory options to improve the economy’s resilience
to COVID-19.

Context: Public health and economic conditions have changed  

3. As we enter the third year of the COVID-19 pandemic, there are signs that COVID-19 is
on its way to becoming endemic, although there is still considerable uncertainty about
future variants of concern. Omicron is becoming widespread in New Zealand, and
several countries have either already removed or are planning to remove all public health
restrictions (e.g., Denmark, the United Kingdom, and Germany).

4. The public health context has changed significantly with the dominance of the Omicron
variant, a highly vaccinated population, and the shift from an elimination strategy to one
of minimisation and protection. It is anticipated that COVID may continue to create social
and economic disruption over the next two to five years. Scenarios produced by the
Department of Prime Minister and Cabinet (DPMC) to assist with long-term response
planning indicate that the most likely long-term outcome is that COVID-19 remains
contagious but causes mild disease in most cases (endemic scenario). This is consistent
with scenarios being produced by the World Health Organisation and the United
Kingdom government.

5. Reflecting this change in public health context, Cabinet agreed on 21 March to the
strategy for responding to COVID-19 following the peak of the Omicron outbreak [CAB-
22-MIN-0086 refers]. This includes changing the CPF to loosen capacity restrictions at
Red and Orange and remove COVID-19 Vaccine Certificates (CVCs). These immediate
changes to the CPF mark a reset from response to recovery, and the easing of
restrictions should materially increase economic activity.

6. The economic context has also changed since earlier in the pandemic, when the
potential for high unemployment and significantly depressed output were the overriding
concerns. We are now seeing a negative supply shock, which combined with persistently
high demand is causing higher inflation.

7. We entered the Omicron outbreak in a position of economic strength, with much stronger
economic activity than forecast at Budget 2021, record-low unemployment, and
considerable inflationary pressure. However, downside risks are emerging, including the
rising cost of living, rising interest rates, and global uncertainty, supply chain pressure,
and rising fuel prices resulting from the Ukraine crisis. New Zealand’s strong economic
performance to date has been underpinned by significant Government spending, with
$69.1 billion of funding signalled to support the COVID-19 response and recovery. New
Zealand has had one of the largest fiscal responses, relative to the size of the economy,
amongst advanced economies. The cost of current business support through the CSP
has exceeded forecasts, with $644.73 million paid out as at 23 March (Figure 1).
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Rationale: There is a need to transition to a more COVID-resilient economy 

As COVID will be with us for some time, we should be aiming to improve the 
economy’s resilience to COVID-19, rather than planning for a ‘post-COVID’ world 

12. We consider that a COVID-resilient economy is one in which businesses, communities,
and individuals are able to adapt to living with COVID and absorb shocks resulting from
COVID, with government bearing less of the risk and cost. Shocks resulting from COVID
encompass outbreaks and flow-on impacts from outbreaks here and overseas, such as
supply chain disruption. Since it is anticipated that these shocks will continue for the next
two to five years, this will necessitate a change from pre-pandemic business models for
many firms.

13. As we enter the third year of the pandemic, COVID is no longer an unforeseen disruption.
It is now easier to anticipate the impact of future COVID-related disruption, given the
experiences of the pandemic to date. The rules of the game are also clearer, through the
previous use of various tools in the Government’s response. This means COVID is
moving towards a ‘normal risk’ that businesses can manage through prior preparation
and risk-specific decision making. To help businesses plan, we should also make clear
that the return of tighter public health measures is possible, in the event of a more severe
COVID-19 variant.

14. Transitioning to a COVID-resilient economy is important for a number of reasons:

a. Providing further support would likely have substantial fiscal cost: The
Treasury considers that it is not fiscally sustainable to continue to provide economic
supports. There is considerable pressure on the COVID-19 Response and
Recovery Fund and Budget allowances, and spending on economic supports has
trade-offs with other areas of government spending. Failure to transition to COVID-
resilient business models will likely lead to further demand for business support in
future outbreaks and shocks. This will likely have a substantial fiscal cost, based
on the uptake of previous schemes. Recent changes to the CPF will allow more
economic activity at all CPF levels, reducing the justification to provide support to
offset the impact of restrictions. As public health restrictions loosen, schemes
cannot be tied as closely to the impact of restrictions, sharpening integrity issues.
Trends in the uptake of the CSP are discussed further in a separate Joint Report
[T2022/623 refers].

Uptake of business and individual support since the introduction of the CPF 

Scheme Amount appropriated Paid out

COVID Support 
Payment 

$830 million $644.73 million 

(as at 23 March) 

Short-term Absence 
Payment 

$710.795 million 

$22 million 

(10 Dec – 18 March) 

Leave Support 
Scheme 

$124 million 

(10 Dec – 18 March) 

Care in the 
Community and 
related programmes 

Approximately $1.008 billion 
across Votes Social 
Development, Māori 
Development, Pacific Peoples 
and Education (some 
allocated prior to the CPF) 

Page 24 of 60



T2022/275 Transitioning to a COVID-resilient economy Page 7 

b. There is a risk of exacerbating inflationary pressures: Supply constraints,
coupled with persistently strong demand, have significantly increased inflationary
pressures and the risk of a period of stagflation (slow growth, high unemployment,
and high inflation) is growing. If such a situation eventuates, monetary and fiscal
policy will be less effective in re-balancing the economy, because there is a trade-
off between lowering inflation and lowering unemployment.

c. Further fiscal support for businesses may be detrimental to improving
productivity: As economic supports have been targeted to the businesses most
affected by outbreaks, there is a risk that supports have also subsidised
businesses who are the least well-adapted to living with COVID. Continuing to
provide economic support risks locking in this inefficiency by undermining
businesses’ incentives to transition, and prolonging the decline of firms that would
have otherwise failed. This would undermine productivity growth, as resources
could otherwise be re-allocated to viable, more productive firms. This is particularly
because the ongoing presence of COVID-19 may lead to ensuring shifts in
consumer behaviour (e.g. increased working from home, increased demand for
click-and-collect and delivery models), so firms will need to adapt to these shifts.

15. The following features are key to a COVID-resilient economy:

High wage, low emissions economy 

Economy overall 
• Economic activity is resilient to COVID-19 outbreaks.
• Minimal supply chain disruption.
• Labour shortages are minimised and attachment to the labour market is maintained.
• Public health settings incentivise people and businesses to control risk in the most cost-

effective way.
• The transition to a COVID-resilient economy occurs smoothly and distributional impacts of

COVID-19 are minimised.

Businesses 
• Businesses adapt to

operating in a ‘COVID as
usual’ environment (e.g.,
increased digitalisation,
increased remote
working).

• Businesses self-manage
and price in the risk of
COVID-related disruption
into business models, so
that shocks are
internalised (e.g.,
demand shocks in
outbreaks, absences,
supply chain disruption).

• Reduced reliance on
government support.

Communities  
• Adapt to living with COVID

in the community
environment (e.g.,
maintaining connections
and functions that continue
through outbreaks).

• Community-led
approaches strengthen
community resilience and
support whānau and
individuals.

Whānau/families 
• Individuals and whānau are

enabled to support their
wellbeing during outbreaks.

• People have the skills and
resources to adapt to a
‘pandemic as usual’
environment (e.g., digital
access).

• Social licence and compliance
for the ongoing COVID-19
response is maintained.

• Workers have opportunities for
high wage, high quality jobs.

• Increased focus on targeting
support toward what has
worked for communities, while
returning to deliver on existing
government priorities.

Government 
• Government spending returns to the normal fiscal management approach.
• Clear signalling reinforces incentives for businesses to transition.
• Government policy response is agile as the pandemic evolves.
• Government policy response enables adaptiveness in technology, processes and practices to

reduce the risk of transmission of COVID (and other airborne contagions) within the
workplace and public spaces (e.g., enabling community and private sectors to deliver testing
solutions).
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20. High frequency data shows that demand returned relatively swiftly in other countries after
the peak of their Omicron outbreaks. Australian monthly retail sales increased 1.8
percent in January, following a 4.4 percent fall in December. Electronic card spending
data also point to a bounce back in Australian demand as cases numbers declined and
restrictions eased, with Mastercard data showing retail sales increased 4.9 percent in
January 2022 compared to a year ago, and 14.4 percent compared to pre-pandemic
spending in 2020. Movements at retail and recreation locations also rebounded.

21. Business disruption eased in Australia as cases decreased. In January, 41 percent of
Australian businesses reported a decrease in revenue over the past month. This dropped
to 23 percent in February. Fewer businesses reported experiencing supply chain
disruption in February (37 percent) compared to January (47 percent). Reports of having
staff absent due to COVID-19 also decreased to 15 percent in February from 22 percent
in January. In the United Kingdom, business confidence improved in January as
restrictions loosened, and the construction sector grew at its highest rate in six months.
In Ireland, 40 percent of firms reported seeing business grow as cases declined. Many
business support schemes in other countries are due to end shortly, reflecting the
change in economic landscape.

22. There are initial signs that a similar bounce back post-peak will be observed here. Light
traffic volumes increased 3.4 percent in Auckland in the week ended 14 March as daily
case numbers declined, though remaining below pre-outbreak levels. Over the period
14-18 March, people movements at retail and recreation locations increased 3.4
percentage points in Auckland and 1.6 percentage points across all of New Zealand.
People movements at workplaces increased 6 percentage points in Auckland and 3
percentage points across the country. Electronic card spending has been bumpy,
however, falling 2.6 percent in Auckland last week following an increase in the previous
week.

23. The strong domestic economic situation, high liquidity levels, permissive public health
settings, and the expectation of a relatively swift bounce back means that conditions are
strong for firms to survive the transition to a COVID-resilient economy without further
government support. Indeed, many businesses have already taken steps to adapt to
disruption from COVID.

24. Throughout the pandemic, the Treasury has been in touch with Māori and Pacific
economic leaders. Some of the kōrero about the unique opportunities facing those
business communities has been:

25. It is vital to work in partnership and enable iwi and communities to drive their own
solutions where possible. The response of community leadership has been one of the
success factors of the pandemic.

26. Māori and Pacific businesses often plan in intergenerational terms. Many leaders in
these communities will see the next two-to-five-year transitional period as one of several
stepping stones. They have consistently told us that they are interested in longer term
questions, such as building skills amongst the next generations, which they see as
crucial to future wellbeing and prosperity.

Recent changes to the CPF will reduce restrictions on the level of economic activity, 
despite fluctuating case numbers 

27. It is possible that we may see another uptick in cases in the next three to six months. As
we move post the Omicron peak, it is likely that people will return to more normal patterns
of behaviour as the perceived risk reduces and fewer households are required to isolate.
This may lead to an increase in cases again as people resume activities with a higher
transmission risk. In turn, the increase in cases may generate further business disruption.
We therefore anticipate that there may be calls from businesses for financial support and
see this as a key opportunity to introduce or reinforce messages around transition.
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28. In particular, we suggest reinforcing messages about the changes to the CPF which will
have reduced the level of restrictions placed on businesses, and which should support a
bounce back in activity in the most affected sectors. For example, relaxed gathering limits
at Orange and Red will reduce compliance costs for hospitality and events businesses
and increase customer numbers. Decisions around the border should result in a rebound
in travel, supporting tourism and related industries. The relaxation of vaccine mandates
and CVCs will increase potential labour supply and consumer bases. Where disruption
results from changes in consumer behaviour, we see this as the kind of more easily
anticipated risk (discussed at paragraph 13 above) that businesses should be
encouraged to manage through preparation and risk-specific decision making.

29. Staff having to isolate as a result of becoming unwell or as household contacts is causing
significant disruption for businesses in the current outbreak. The high proportion of CSP
applications from firms reporting a 91-100 percent revenue drop likely reflects the impact
of these absences (particularly for sole traders and micro firms), rather than demand-
related business disruption [T2022/623 refers]. 

However, some firms face barriers to transition 

30. Some firms have not yet taken steps to improve the resilience of their business models
to outbreaks, even as vaccinations approach a saturation point and public health
restrictions are eased. Based on previous work and limited recent stakeholder
engagement we have identified three categories of barriers that firms face to transitioning
to a more COVID-resilient way of operating.

31. These barrier categories are:

a. Mixed incentives: the Government has made broad-based and sector-specific
financial assistance available to firms throughout the pandemic. While this
assistance was important for supporting the public health response, it has created
an expectation on the part of firms that further assistance will be provided in the
event of another outbreak. This expectation reduces the incentive for firms to shift
to more resilient operating models and increasingly self-manage their own risk and
exposure.

b. Post-peak environment: the macroeconomic environment and consumer
preferences have changed since the beginning of the pandemic. This has affected
sectors differently; the scale of transition needed to increase their resilience or
even return to viability is greater for firms in some sectors (e.g., tourism, hospitality)
than in others (e.g., food distribution, manufacturing). Māori and Pacific economic
leaders have identified cashflow and access to capital as ongoing issues. This is
particularly true of whenua and whakapapa-based businesses, which tend to have
large asset sheets which cannot easily be turned into cash.

c. Uncertain policy settings: responding to the pandemic in an effective and timely
manner has necessitated rapid changes in public health settings. While this policy
agility was important for managing outbreaks, it has created a significant amount
of uncertainty which makes it difficult for firms to plan for the long-term.

[33]
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32. COVID has exposed some businesses and sectors where their previous operations were
unsustainable. An example is small communities whose economies were overly reliant
on low-paid migrant labour and income from short-stay visitors. These barriers existed
before COVID but add another layer of difficulty in adapting to the new environment.

Where firms cannot overcome barriers to transition, the resulting reallocation of 
resources may be productivity-enhancing 

33. Some disruption is to be expected from the transition and from future outbreaks,
including firm failures in vulnerable sectors for firms that cannot overcome these barriers.
While deeply undesirable for individual business owners and their staff, from an
economy-wide perspective this is not a bad outcome.  Firm failures allow resources to
be reallocated to more viable businesses or other productive uses, increasing
productivity in the long-term (though sectoral reallocation may reduce productivity in the
short-to-medium-term from temporary misallocation of skills and capital). Firm failure is
more common in some sectors than in others. In the New Zealand hospitality industry,
for example, it has been estimated that 60 percent of all start-ups fail within the first 18
months of operation.

34. Sectoral reallocation is usual in recessions (figureFigure 3: below). Reallocation resulting
from COVID-19 may be smoother than in previous recessions as the most affected
sectors (e.g., services) tend to have higher job turnover, have less job-specific capital,
and in some instances are less capital intensive than the worst hit sectors in previous
recessions (e.g., manufacturing).

Figure 3: Change in the share of employment by industry (% of total employment). Source: RBNZ 

35. OECD analysis of Xero small business data from New Zealand, Australia, and the United
Kingdom shows that the start of the pandemic is associated with a weakening of the link
between job reallocation and productivity in New Zealand, compared to the same period
in 2019. There was a period of “hibernation” in the New Zealand economy during the
start of the pandemic, shown by a greater prevalence of static firms (i.e. firms keeping
worker numbers steady). This is compared to greater firm contraction (i.e. firms
decreasing worker numbers) in Australia. This may reflect the earlier introduction and
broader scope of the Wage Subsidy Scheme compared to the Australian JobKeeper
scheme, though the cross-country differences had largely disappeared towards the end
of 2020. Overall, the OECD analysis shows there was a reallocation of labour to high
productivity and tech-savvy firms during the pandemic, even with policies that aimed to
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maintain labour attachment such as the Wage Subsidy Scheme. This suggests that 
reallocation as a result of COVID may be productivity-enhancing. 

36. Employment and hours worked held up more strongly for firms that made extensive use
of apps to manage their business, even when controlling for firm productivity. This
suggests that technology adoption can help to improve resilience to COVID and
demonstrates that businesses can make changes to minimise COVID-related disruption.

However, transition in some more vulnerable sectors may exacerbate distributional 
inequities 

37. As we undergo transition, it will be important to recognise that some sectors will be
starting from a more vulnerable position than others. Sectors that have suffered the most
due to COVID over the last two years and during this Omicron outbreak, such as tourism,
hospitality, and retail, as well as small firms with limited capital and expertise, are likely
to also be those which find it hardest to transition to a COVID-resilient state.

38. This vulnerability also poses challenges to long-standing distributional inequities, as
many of these sectors tend to employ a proportionately higher number of minimum wage
workers and women. Any consequences of transition for those sectors (e.g., the need to
downsize operations) could therefore have an outsized impact on those groups of
individuals. Current labour market tightness mitigates this concern to some degree, as
those who lose their jobs due to firm failures should be in a better position to find
alternative employment, though there may be some skills mismatch.

39. 

40. Long-term impacts from the pandemic should also be factored in. COVID-19 restrictions
have disproportionately impacted vulnerable communities and resulted in compounding
social and psycho-social impacts. For example, there may be ongoing impacts for
students who have had education disrupted as a result of lockdowns, which may have
long-term consequences for educational achievement and labour market participation.

41. Evidence shows that Pacific peoples (and Māori to a lesser extent) are over-represented
in employment in some industries where operations are sensitive to pandemic-related
disruption (e.g., transport and warehousing and manufacturing). As these industries are
sensitive to disruption from lockdowns or other public health restrictions, rather than
being more exposed to reductions in demand, there is not a significant risk of sectoral
failure. We will need to consider how the impacts of sectors which struggle to build
resilience has flow on effects for these populations, including flow on effects for whānau
and communities.

42. Regions have experienced COVID differently, and the impacts of firm failure may be
more keenly felt in smaller communities than in cities, where there will be more
alternative employment opportunities. We are undertaking further economic monitoring
to better understand the impacts of the Omicron outbreak on different regions, and will
provide advice if regional differences of particular concern emerge.

[33]
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Recommendations: To support the transition to a COVID-resilient economy, 
we recommend ending economic supports for firms, while providing as much 
certainty as possible around future public health settings 

Signalling the end of broad-based and sector-specific economic supports will 
strengthen the incentives for firms to focus on longer-term adaptation 

45. We recommend signalling the end of broad-based and sector-specific economic
supports for firms (e.g., the CSP and Wage Subsidy Scheme) as the Government sets
out its post-peak public health strategy. Signalling the end of economic supports will
strengthen the incentives for firms to focus on longer-term adaptation and begin to self-
manage some of the risks of COVID-19 (e.g., on workforce) as we transition from
response to recovery. Although the risk of systemic failure is higher in sectors like tourism
and hospitality, the issues facing these sectors are likely to persist for at least several
years, meaning that further economic supports are not only fiscally unsustainable, but
also likely to harm longer-term productivity and reduce the economy’s resilience to
COVID-19.

There is a need to provide as much certainty as possible around future public health 
settings 

46. In addition to signalling the end of broad-based economic supports, the Government
should continue to provide as much certainty as possible around public health settings
when setting out the post-peak strategy. As such, there should be a high bar for making
further amendments to the CPF beyond those the Prime Minister announced on 23
March 2022.

47. Part of providing certainty will be ensuring that the policy response is “future-proofed”.
The post-peak strategy should be clear what measures may be employed should there
be a future need to respond to a new variant that is more resistant to vaccines and/or
has more severe health implications.

Interventions to achieve a high wage, low emissions economy should be cognisant of 
the post-peak environment 

48. Government already has a range of interventions to support businesses and individuals,
including through COVID-19 Response and Recovery Fund spending, active labour
market policies, and regional economic development investments through Kānoa.
Desired outcomes from these interventions should take the post-peak environment into
account, and there may be opportunities to consider tweaks to the settings of existing
programmes. These could include population-specific programmes provided through the
Ministry for Pacific Peoples and Te Puni Kōkiri. As programmes designed to respond to
COVID come to an end, there is an opportunity to ensure that exit strategies are aligned.

Regulatory options to support the transition could be explored further 

49. There may be non-fiscal measures that can help to both ease the transition and support
the Government’s broader high wage, low emissions objectives. In the current
inflationary environment, regulatory options to support the transition may be more
appropriate than economic supports. Regulatory options could include general or sector
specific changes such as alcohol licensing or outdoor dining. MBIE is progressing work
to extend corporate governance relief measures for businesses (e.g., provisions for
online meetings and electronic signatures) until October and are considering what might
be needed in that space after that time. Regulatory changes will need to be carefully
thought through in an interagency process.
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50. If you wish to receive further advice on regulatory options, the Treasury will engage with
industry on the barriers they face and the proposed measures to overcome them.
Equally, we would seek to engage with relevant Māori interests to ensure that we are
working in partnership with our Treaty partner, internalising the lessons from the Waitangi
Tribunal’s Haumaru Report, and acting in accordance with principles of kotahitanga and
tikanga. DPMC has engaged with Māori leadership groups in the development of its
“post-peak” COVID advice, and we would seek to build on this engagement, as well as
through our regular He Kōrero Rangatira fora with Māori business leaders and the
Reserve Bank. We will also continue to engage with Pacific business groups.

Next Steps 

51. We would welcome an opportunity to discuss this advice with you at an upcoming Weekly
Agency Meeting. We are interested in your preferences for further advice on options to
support the transition.

52. We are continuing to monitor the economic impacts of COVID-19 and are undertaking
further work to understand the regional economic impacts of Omicron. We will stay
closely connected to the related work of other agencies as it develops, including MSD’s
work on supporting communities to transition and evaluations of previous COVID
economic support schemes.

53. We are intending to provide further complementary advice on improving resilience to
other kinds of economic disruption.

•

• 

[33]
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Treasury Report:  Impacts and effectiveness of self-isolation and 
vaccine requirements 

Executive Summary 

The current self-isolation and vaccine requirements have been important components 
of our public health response  

When the public health settings for self-isolation and vaccination requirements were 
established, doing so was justified on the basis that the requirements were a necessary 
component of an effective “minimise and protect” public health strategy.  

Self-isolation requirements played an important role in reducing the spread of COVID-19 and 
were worth the cost at lower levels of community transmission. Vaccination requirements 
played an important role in driving vaccine uptake, which was crucial for lowering 
transmission and improving the population’s resilience to COVID-19 generally.  

The context has changed since these requirements were introduced 

Now that COVID-19 is now widespread throughout our communities, and we have a better 
understanding of Omicron’s epidemiology, it is appropriate to consider whether the costs of 
these requirements relative to their effectiveness in achieving public health outcomes 
remains justified.  

While vaccination requirements were important initially in encouraging uptake, we are likely 
at a point of vaccination saturation in which current settings are no longer having a significant 
effect, in particular because of waning efficacy of vaccines. We are therefore experiencing 
the social and economic costs with a significant compensating benefit. Given this, vaccine 
requirements should either be removed in most instances or else strengthened to encourage 
booster uptake and reduce transmission.  

Delaying adjusting these settings will exacerbate their costs 

The Omicron outbreak is progressing at pace, and the economic and fiscal costs of self-
isolation requirements will likely worsen rapidly. Further, postponing decisions on both 
requirements will prolong these costs, and potentially exacerbate the impact on social 
cohesion.   

We would like to discuss the analysis in this paper, and possible further work with you at the 
next Weekly Agency Meeting on 7 March 2022. We recommend you discuss the current self-
isolation and vaccination requirements with your colleagues, ideally as part of the ‘preparing 
for post-peak” discussions next week.  

[33]
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Recommended Action 

We recommend that you: 

a 

b note Treasury’s view that vaccination requirements should either be removed in most 
instances, or else strengthened to encourage booster uptake and reduce transmission; 

c discuss this paper and possible further work with officials at the Weekly Agency 
Meeting on 07 March 2022; 

 Agree/disagree. 

d refer this report to the Prime Minister, the Minister for COVID-19 Response, and the 
Minister for Health.  

 Refer/not referred. 

John Beaglehole 
Manager, Economic Policy 

Hon Grant Robertson 
Minister of Finance 

[33]
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Treasury Report: Impact and effectiveness of self-isolation and vaccine 
requirements 

Purpose of Report 

1. This report provides you with an update on the economic (including critical service
continuity) and fiscal impacts of the current self-isolation requirements and vaccine
mandates, and an assessment of the impact they are having on COVID transmission. It
also identifies potential options for mitigating these impacts.

2. This context and information could support your discussions with colleagues as part of
Cabinet’s ongoing considerations of these settings.

Context 

3. When the public health settings for self-isolation and vaccine requirements were
established, they were justified on the basis they were a necessary component of an
effective minimise and protect public health strategy.

4. During the initial Delta and the early stage of the Omicron outbreaks, self-isolation
requirements played an important role in controlling the spread of COVID-19 and were
worth the cost at lower levels of community transmission. Vaccination requirements
played an important in driving vaccine uptake, which was crucial for lowering
transmission and improving the population’s resilience to COVID-19 generally.

5. However, now that COVID-19 is now widespread throughout our communities, and we
have a better understanding of Omicron’s epidemiology, it is worth reconsidering
whether the economic and fiscal costs of these requirements relative to their
effectiveness in achieving public health outcomes remains justified.

Self-isolation requirements for close contacts and confirmed cases 

Self-isolation requirements have significant economic and fiscal costs  

Requiring workers to isolate has significant costs for firms and restricts their access to labour 

6. International evidence points to a sharp decline in hours worked during the peak
transmission phase as people self-isolate due to being infected or a close contact.
During the peak of recent outbreaks in the UK, US, and Australia, labour shortages
caused severe disruption to transport, warehousing and healthcare workforces, despite
self-isolation requirements that are less restrictive in most instances.

7. Although narrowing the definition of close contacts to household contacts as part of
Phase 3 will help, current self-isolation requirements for both confirmed cases and
close contacts to isolate for 10 days is still expected to have a significant impact on
labour supply. While the recent redefinition of close contacts (to encompass only
household close contacts) has helped, we still expect there to be a significant impact
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on domestic supply chains, which will constrain the provision of essential services and 
economic activity more broadly.  

8. Based on infection paths in comparator countries, the Treasury anticipates this
outbreak will reduce hours worked for this quarter by 2.0-2.5%, with an aggregate
impact on quarterly GDP of 1.5-2.0%.1 This reduction in hours worked will likely be
concentrated in healthcare, hospitality, and transportation and warehousing
workforces.

9. Early reports from the business community over the past five days support the
Treasury’s assumptions about which workforces will be most affected and the severity
of the disruption:

a 20% of Countdown’s total staff are isolating (10% of frontline staff, 50% of staff in 
distribution centres), resulting in goods shortages. 

b Approximately 50% of NZ Couriers’ staff are isolating, resulting in only critical 
items (e.g. Rapid Antigen Tests (RATs), outpatient pharmaceuticals, etc.) being 
delivered to and from the greater Auckland region. 

c 13% of Counties Manukau District Health Board’s frontline staff are isolating, 
exacerbating existing staffing pressures. 

d 200 Auckland Transport staff are isolating, resulting in 1400 service cancellations 
(approximately 10% of the network). 

The interventions required to support self-isolation also have a significant fiscal cost 

10. Self-isolation requirements impose significant costs on firms, individuals, and their
communities. Several schemes have been developed to mitigate the costs of
complying with the public health restrictions. These include the Leave Support Scheme
(LSS), Short-term Absence Payment (STAP), and Care in the Community (CiC)
programmes.

11. These schemes will have a significant fiscal cost over the course of the outbreak.
Based on the emerging case numbers and recent modelling of self-isolation numbers
provided by COVID-19 Modelling Aotearoa (CMA – formally TPM) (outlined below), we
have updated our cost estimates for the LSS and STAP to between $300-500 million
over the peak of the outbreak.2 Revised estimates for the CiC workstreams indicates
the cost could be approximately $1,540 million. Note, there is significant uncertainty
associated with the CiC costings, with further funding requests likely through the Health
workstream.

12. Alongside household economic supports are a range of firm supports, including the
COVID-19 Support Payment (CSP) and the Small Business Cashflow loan Scheme
(SBCS). While already funded/in the process of funding (CSP: $930 million, SBCS:
$559 million), demand is higher than expected and further funding may be required.

1 Since this analysis was completed, we now expect the Omicron outbreak to have a greater impact on hours worked in the June 
quarter. There are additional downside risks to this estimate if consumer activity is impacted more than anticipated and there is 
wider supply-side chain disruption at the peak. We are currently updating out assessment so this can be reflected in future advice. 

2 Our previous advice indicated that the COVID-19 Leave Support Schemes (LSS and STAP) would cost around $300 million over 
the 12 week period from the 21 February 2022 [T2022/162 refers].  At the time we noted significant uncertainty with our cost 
estimates, in part due to the inherent uncertainty around the public health scenario. Joint Ministers have authority to approve 
additional funding from either the CRRF or the balance of the wage subsidy appropriation [CAB-22-MIN-0030 refers].   
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18. Many of those in employment will be covered by the Close Contact Exemption Scheme
(CCES).3 At present, 1,026,882 workers are registered for the CCES across 26,465
businesses. However, as the outbreak progresses the overall percentage of those
isolating that are close contacts (as opposed to confirmed cases) will shift from being
around 60% currently to 43% as the diseases progresses through households. This
means the CCES scheme will become less effective in mitigating the labour market
shock, as a lower proportion of those isolating will be eligible for the scheme. Modelling
suggests the number of confirmed cases isolating will peak at almost 10% in most
industries compared to around 3-4% currently.

3 During Phase Three of the Omicron response, critical workers who provide a health, MIQ, emergency service or are critical 
workers of a registered critical service provider who are vaccinated and asymptomatic are eligible for the Close Contact Exemption 
Scheme. If they become a household contact they may continue to work, as long as they return a negative rapid antigen test prior 
to each day/shift during the isolation period and follow specific health protocols. 

[33]

[33]
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Vaccination requirements 

22. Health restrictions relating to vaccination status apply across two broad categories:

a Workforce vaccination orders: COVID-19 Vaccination Certificates (CVCs) are 
mandatory for some workforces (e.g. healthcare, Police, Fire and Emergency, 
etc.). They also de facto apply to workers employed by businesses using CVCs 
to cover entry requirements (e.g. hospitality)  

b CVCs required for entry: under the COVID-19 Protection Framework (CPF), a 
valid CVC is required at Orange and Red levels for entry into certain premises 
(e.g. hospitality businesses, events, close proximity businesses, etc) or else 
trading restrictions apply. 

Vaccination requirements have economic and fiscal costs, as well as uneven 
distributional impacts 

6 Te Pūnaha Matatini, Effect of vaccination, border testing, and quarantine requirements on the risk of COVID-19 in New Zealand.

[33]
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23. The fiscal impacts of vaccination requirements are diffuse and impossible to
disentangle from the general economic context. Even so, approximately 9% of people
ages 18-65 are unvaccinated. Limiting the employment options of these potential
workers reduces the likelihood they will find employment that matches their skill set,
resulting in human capital being misallocated. In a tight labour market with high
inflation, reducing the ability of people to work and businesses to employ will have a
negative impact on individual wellbeing and firm viability.

24. Direct evidence on the distributional impacts of vaccination requirements is limited.
Using vaccination uptake data as a proxy, it is likely vaccination requirements are
disproportionately affecting individuals and businesses in regions with lower
vaccination rates (e.g. Northland, West Coast), and groups with low vaccination rates
(e.g. Māori youth).7 Depending on the length of time vaccination requirements are in
place, these impacts could result in long-term economic and social scarring for the
unvaccinated population as they face restricted legal work and recreational
opportunities.

25. Requiring firms to implement the restrictions associated with the CVC regime or face
trading restrictions creates compliance costs, although for firms that do implement
these restrictions, the costs are generally low. CVC entry requirements also likely have
an impact on aggregate demand in areas with lower vaccination rates (e.g. Northland,
West Coast), given the size and geographic concentration of the unvaccinated
population. The size of these impacts depends on the degree to which these
restrictions are enforced. These were acknowledged when they were established in
November 2021 and agreed to be outweighed by the public health benefits.

Evidence suggests vaccination requirements have become less effective over time 

26. Vaccination requirements have been a key tool in supporting our high vaccination
rates. The associated protection against hospitalisation and death have enabled low
hospitalisation and death rates through the Delta outbreak, and the Omicron outbreak
to date. High vaccination rates also enabled the Delta outbreak to be curtailed to the
point that it was nearly eliminated. Unvaccinated people continue to be
overrepresented in hospitalisations.

27. While the Pfizer vaccine is still effective against hospitalisation and death caused by
the Omicron variant, initial evidence suggests it is much less effective against
symptomatic disease, infection and onward transmission. UK data shows that
protection against symptomatic disease wanes to less than 20% after four months with
two doses but remains at 45% after 10-14 weeks with a booster shot. Although there is
still insufficient real-world data, modelled estimates from Australia suggests protection
against infection and onwards transmission wanes even more dramatically.

7 These groups also have a higher risk of being hospitalised or death from as a result of COVID-19 as a result of being 
unvaccinated though, so ensuring there are effective strategies in place to encourage higher vaccination rates remains important. 
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Figure 2: UK Health Security Agency data on waning efficacy of Pfizer vaccine against 
symptomatic Omicron disease 

28. As a result, unless booster shots are required, workforce specific vaccination mandates
will have a marginal impact on transmission. Because in those workforces someone
can be defined as fully vaccinated without having received a booster shot, waning
immunity means the impact of their vaccinations against infection and onward
transmission is limited. Further, vaccination uptake among those aged over 12 has
slowed significantly. This suggests we have reached the point of vaccine saturation,
and vaccinating those have not been vaccinated yet will be slowed.

29. Equally, it is unlikely CVCs are having a meaningful impact on overall transmission
because of waning immunity. This is supported by new case data, in which individuals
that have received booster shots are underrepresented in new cases, but individuals
that have only received two doses are overrepresented.

Options for mitigating economic and fiscal impacts associated with self-
isolation and vaccination requirements 

Self-isolation requirements should be 
reduced for confirmed cases 

30. 

31. We understand the Ministry of Health is currently preparing advice on changes to the
COVID-19 Public Health Response (Self-isolation Requirements and Permitted Work)
Order 2022, which governs self-isolation requirements. To better mitigate economic
and fiscal impacts while still realising public health objectives, you could ask your
COVID-19 Ministerial Group colleagues to consider both:
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a 

b Reducing case isolation periods. Case isolation periods could be reduced, at a 
minimum for critical workers, but also more broadly. Shorter periods could be 
accompanied by the ability to exit self-isolation upon returning a negative RAT 
test. To balance the risk of transmission, recent cases could be subject to 
additional restrictions (e.g. suitable masking while in public, restrictions on 
attending hospitality venues, large gatherings and aged care facilities). 

Vaccination requirements should either be removed except for workers in contact with 
vulnerable populations, or else strengthened to reduce transmission 

32. New evidence suggests that current vaccination requirement settings are no longer
effective at reducing overall transmission or encouraging further vaccination uptake.
Given this, requirements should either be removed to reduce economic and fiscal costs
and improve social inclusion, or strengthened to reduce overall transmission by
encouraging booster uptake. We note that the vaccination mandates in their current
form are increasingly inconsistent with the public health rationale underpinning the
advice for the Reconnecting New Zealanders work programme.

33. We understand vaccination requirements will shortly be reviewed as part of a wider
review of the COVID-19 Protection Framework. To improve the cost-benefit associated
with vaccination requirements, you could ask your COVID-19 Response Ministerial
Group colleagues to consider either:

a Removing vaccination requirements (except for workers in contact with 
vulnerable populations): This would mitigate the economic, fiscal, and social 
costs associated with vaccination requirements, lowering firm compliance costs 
and enabling most of the unvaccinated population to reintegrate. Given the data 
noted in Figure 2, it may be appropriate to require any workers still subject to a 
vaccination requirement (i.e. those in contact with vulnerable populations) to be 
boosted. 

OR

[33]
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b Strengthening vaccination requirements by including boosters in the 
definition of “fully vaccinated”: This would support a reduction in transmission 
and encourage booster uptake, but would not ameliorate the economic, fiscal, 
and social costs associated with the vaccination requirements. If this led to a 
significant decrease in hospitalisations and deaths, the additional public health 
benefit may outweigh the costs. As booster efficacy wanes over time, 
consideration needs to be given to establishing the conditions under which 
boosters would no longer be required (or, conversely, under which a fourth 
booster may be required in the event of an ongoing outbreak). A number of 
European countries have moved toward only classifying individuals as fully 
vaccinated if they are up to date with their boosters. 

Next Steps 

34. We would like to discuss this paper and possible options for further work at the next
Weekly Agency Meeting on 7 March 2022.

35. This could also support your discussions with colleagues as part of Cabinet’s ongoing
considerations of these settings.

36. As Ministers receive further advice, it will be important that Treaty of Waitangi concerns
are considered, along with distributional impacts, including adverse impacts on
vulnerable populations.
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