Kaitohutohu Kaupapa Rawa

Reference: 20160227

16 February 2017

Michael Reddell
mhreddell@gmail.com

Dear Michael Reddell
OFFICIAL INFORMATION ACT COMPLAINT

| refer to your Official Information Act request received by Treasury on 25 June 2016.
Your request was for:

“..copies of any material prepared by The Treasury this year on regional
economic performance, particularly in New Zealand. | am particularly interested
in any analysis or advice - whether supplied to the Minister or his office, or for use
internally - on the economic performance of Auckland relative to the rest of the
country (whether cyclically or structurally).”

As you are aware | wrote to you on 12 July 2016 declining your request under the
following section of the Official Information Act:

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

At the time of your request Treasury was updating its advice and analysis on economic
performance, including Auckland’'s performance, and any implications for government
policy. The advice and analysis was to be included in the Treasury’s updated strategic
documents, including the next Long-Term Fiscal Statement.

Subsequent to my response, you requested that the Office of the Ombudsmen
investigate my decision to withhold information covered by your request.

This letter is to advise you that, following the release of our Long-Term Fiscal
Statement (He Tirohanga Mokopuna), | have revisited my decision and am now able to
release the relevant material to you.

1 The Terrace
PO Box 3724
Wellington

New Zealand

tel, 64-4-472 2733
fax. 64-4-473 0982
www.lreasury.govt.nz




Information Being Released

Please find enclosed the following documents:

forum (Final)

ltem | Date Document Description Decision
1| 25 May 2016 Covering note:Te Miro regional forum Release in full
(final)
> | 25 May 2016 Background paper: Te Miro regional forum | Release in full
(Final)
3. | 3June 2016 Slide pack for forum: Te Miro regional Release in full

We intend to send a copy of this reply letter and release material to the Ombudsman.

Please note that this letter (with your personal details removed) and enclosed

documents may be published on the Treasury website.

This fully covers the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

U~
Matthew Gilbert
Manager Economic Performance & Strategy/Regulatory Quality Team

CC: Shreen Grewal-Sen

Senior Investigator
shreen.arewal-sen@ombudsman.parliament.nz
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Covering note Te Miro regional forum (Final)

Background paper Te Miro regional forum (Final)

Slide pack for forum Te Miro regional forum (Final)
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Covering note for Te Miro Forum:

Taking a local view: Economic Performance & Living Standards

Purpose of this Forum
1. The regional variation in living standards across New Zealand is one of seveg
tive.

significant issues where Treasury needs a clearer positiar ivour refreshe
Beyond recognising this variation, we should aim to pro
when/whether it is appropriate for government to copfrib § econo

initiatives in specific communities to raise living s and how ‘%5 d do so.

2. There is a further pragmatic reason for reviewing our pesition:
are increasingly likely to intervene, so even if &regional econo

wé think \gbvernments
@ v
approach is not our first best advice, we eed\fo be abl port them to

implement their palicies in a way that isks and. tkad s.
3. TheELT is looking for our advice o sues toi onversation in July. ELT
is looking for a view on regional ag'that s r strategic intentions, takes

a living standards approach, a
minimise future liabilities. Thi
narrative refresh project.

4 A successful outcome ulé 0ad agreement that, while not a
prima facie justificatig ifi 3 | ferences in economic performance may
suggest potential for;g¢ IO interventions to raise living standards. We

3 argund when and how spatial interventions
sion objectives.

recommend adop!

U
ion. OUW has been informed by cross-agency discussions, with

lin pa e have also taken advice from NZIER and other external
furtherCommittee may be useful after the Forum.

Issues for the F@

Strategic fr &' choices [slides 1 - 8]

erformance varies markedly across and within regions (eg regional GDP
per/capita, average/median incomes, employment levels). Choice of spatial unit makes

7.  Prima facie, regional variation does not indicate a “problem”, or provide a case for
spatial economic intervention, since the industrial composition of regional economies
influences average incomes and regional GDP. And other positive local factors can
offset lower incomes (such as cheaper housing).

8.  However, regions that show...
o high and persistent unemployment;
. high and persistent levels of deprivation; and

. low productivity in sectors that should be strong...

Treasury:3462550v1
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could be subject to place-specific factors (government or market failures) that are
barriers to raising living standards (also driving fiscal costs such as welfare liability,
and opportunity cost of lost output).

9.  Some New Zealand sub-regions do appear to show these characteristics with
associated implications for the living standards of those populations, especially

Maori."
10. In simple terms, and given our intentions and economic ¢ , the Treas aces
strategic choices either to:

a) adopt a (more) active approach to reallocate peop
poorly performing areas to more prosperous ar
what about people's attachment and connectians to

b) rely primarily on social development poli 'e living standa
“laissez-faire” economic approach [is t '%@ to rais
&l cepend

employment opportunities are scarcg, andthere is pa dence?]
c) consider policies to raise econo i

e\s ) performing areas in
tandem with social developm icies ( ion-gf social investment) [can
governments do useful thin

bile rese @tof
practicalge scale?

ces and’spmmunities?]

; is strategic choice framing,
and which option will bes port high i standards? Is it better to think

about a policy framew . ree strategic responses?
Principles for interve %
11. g oses unique challenges, including the need to

st efficient forces of agglomeration, and

d advice we suggest these principles for central
ional economic development:

et or government failures that are resulting in under-
gional skills or other assets (viable comparative advantage),

ivation;

12. Drawiny

2fif. Business cases should take a living standards perspective that gives
o the social inclusion benefits of an investment;

c) leadership and commitment by local stakeholders and private sector partners;

d) interventions need to be developed at the spatial level which captures most of, if not
all, the economic benefits and (preferably) costs of the intervention;

1 Particular sub-regions with long-term ecanomic deprivation and poorest growth outcomes include: The Far North and the
Kaipara harbour, Thames/Coromandel and the Hauraki District, Eastern Bay of Plenty, South Waikato, areas North and
South of Gisborne, parts of ManawatufWhanganui (including Ruapehu, Rangitikei, Whanganui, and Tararua, Horowhenua)
EGI (15) 148, Regional Economic Development Programme

Treasury:3462550v1
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e) economic and social interventions to be designed and delivered together (such as
linking local skills/education interventions with emerging industries).

Discussion point: Does the Treasury agree with these principles? Can we develop a
better sense of principles? Are they too risk averse rather than opportunity-focussed?
(ie what about thinking more about exploiting local advantage/strength than looking for

government/market failures?)

Approach to the Forum

This forum is one in a series to fill in the gaps and provide 3
narrative. Here is how we are planning on running toda

Further readin %&5)
Slide pack %
Bacquoum(j%

Treasury:3462550v1

>
What “"Who, i
Intro for the session /-0 Gabs N 5 Hins
How the session will run A\ | Rlrsty 2 mins
Presentation of slides { O NP RED tednr~ V| 8 mins
Discussant ~ /1 GirolO\NC— )/ |10 mins
Analyst report back Sy ) Udayan-> 5 mins
Table discussions on strategic choices(ficde 8)” Sile.Facilitators | 15 mins
e Does the Treasury agree wi egic

choice framing, and which best N

support higher living standar it bette te\s

think about a policy fi rk that copribi >

all three strategic rg@;\'% ?
Table discussions on prite] ide 10 @ Table facilitators | 25 mins

e Doesthe Trea e with t

principles? velop ade ense of

principle too ris e,rather

than o focussed? {ie-what about

thinking about exploiting

a %trengming for

g&i nt/markét {ai ?)
Repoft-back. S RA Table facilitators | 15 mins
Wrap\u®7 o o e Gabs 5 mins
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Background paper: Taking a local view — Economic Performance &
Living Standards

Purpose

1. This note provides background to the June 2016 regional economic development Forum
slide pack.

2. We have not traditionally looked at economic performan
regional lens, and hence the Treasury does not have g«
variation in living standards across New Zealand. Nof

¢ fave view O
"o economig devélopment
,and h ey'could do so.

when/whether it is appropriate for government to cép

initiatives in specific communities to raise living,standard
3. It seems timely to begin addressing these g -% umber, s

ative, “zombie towns”)

e strong appetite from local gove iv othe holders to engage with
central government on their e evelopme orities — from our most to least
prosperous regions ;

e Treasury’s focus on raiging~Macri living sta ‘K\ and Maori Economic
Development — there 'ng region ased aspect to this

when socially-focussed policies alone
dares, and there may be value in

mically-focussed policies”

ic development policy aims to raise the economic performance of
ithin a national economy. The chaice of regional unit is important, and
nding on policy objectives and the nature of an intervention.

conomic development policy poses unique challenges. These include:

e discerning when a regional economic approach is appropriate. Regional variations on
their own may just reflect compositional differences rather than market or
government failures that are holding back performance (absent such failures a social
development policy alone may be mare appropriate);

e designing policies that minimise risks and trade-offs (with key risks around:
displacing activity, leaning against efficient forces of agglomeration, and delaying
inevitable adjustments); and

e choosing the appropriate “spatial level” for analysis and intervention. What do we
mean by “region” and “regional’?




The New Zealand context...

8.

10.

11.

12.

13.
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A robust regional policy needs to take account of these challenges. The principles and
roles described later in this paper are intended to address these challenges.

We argue that locally-led, government-enabled initiatives have the potential to lift
economic performance in deprived places, and for New Zealand as a whole, if they are
focused on unlocking under-utilised potential. These initiatives can complement and
leverage the return from social interventions.

As Holding on and Letting Go notes, "New Zealand is ace to live\foronany New
Zealanders. Measures of quality of life, which combihe measures acrds )

economic, social and environmental indicators, typica nk New Zealand well
compared with other higher income countries. ealand do icularly well on

d av omes vary across (and
for this ¥ari ~Wwith the composition of
ch of thedi el

@t more urban services-based
to a lesser extent Christchurch) are
incomes than our more resource-based

One of those differences that our Narrat (Y@n is how the level and
i

As agglomeration and clyg
regional economies (Aut
relatively more produ
regional economie nore resourge

hile the thare trban services-based economies grow less
stently. m@. are at play too, in particular, trends towards

ﬂ*\ ices-based industries.

quite urfeven levels of GDP per capita across New Zealand’s
> But it's not immediately obvious what this means for

Howevar; we can still draw some broad conclusions. Some spatial areas show
persistent low incomes, high unemployment, high deprivation, and low productivity in
sectors where they should be relatively strong (such as tourism or primary industries).
This suggests that factors other than industrial composition are driving outcomes. There
may instead be an interaction of people and place-specific factors that is holding back
living standards — such as systemic human capital and institutional weaknesses.
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Growth priorities: what are the roles of r'd citie

14. Regional variation is not a new issue, and-New.Zgaland’s e 4a e is not unusual.
Modern economies produce highly varialilaecofiomic ories across places and
show dynamic shifts as the nature catjon of acti ifts.

15. The risk is greater when local ec re dependent on the fortunes of a narrow
range of industries, and fail to hanging.g stances (such as the end of a
minerals boom, or the movement anufa f<hore). The wind-down of a critical

employer / industry can bg %eginning 0
reverse. Some regions/have.never bee cia
16. There are powerful pderpinn

< innj staining these outcomes. These include
the productivity effects-tha 1¢ $patial concentration of certain industries in

accide

17. Our i sally to encourage or permit the continued concentration
0f/8co ivity/n entres (forces of agglomeration) where returns are expected
to-hegreatest. and activities should be allowed to flow between regions over
time.“&gglome gests productivity benefits from large diverse cities and

cities. Thi s*higher economic performance but spatial differences.

18. This vie infarced by the 2010 economic geography debate, which emphasised
e of agglomeration (and Auckland especially), and implicitly downplayed
ic significance of "non-agglomerating” areas:




Doc 2
Page 8 of 33

4. Agree that economic geography is a relevant consideration in domestic policy
making in the following areas (while noting it needs to be balanced against
other factors):

a) Industry and innovation policy — economic geography lends weight to focusing
government interventions on specific sectors, but this should be balanced
against the risks of government failure and 'picking winners' as noted in the
narrative.

b) Agglomeration — economic geography suggests dol ig’ policies shrd:%
supportfiincrease economic density in order to incr uctivity i e
economy.

19. In the New Zealand context, Lincoln economist Pa@e expre se@emative
views in these terms: ;
One view argues that there are strong e % ' -33’ strength of

0 yment should not
seek to help the latter because thig will oply : ay from strong
{ ent emphasises the

importance of large cities in krnowfe ._ , suggesting that

investment in Auckland sh ) '

Another view argues that al ns can b in a knowledge-based

ffective policiesfor Auckland will not be the same as
-@n h, Westland or Invercargill, but argues

This view recognisg$ tf
effective policies fa Gish

21. In r oice between regions and cities is a false dichotomy, since the two play

complementary roles in the national economy. Instead, it probably makes more sense to
think about how parts of the economy complement each other, and how to strengthen
connections between them (for example, thinking about the upper North Island as a
regional economy, and thinking about the infrastructure network that will best support
that region’s growth.)

22. Recent OECD research and policy advice emphasises the economic and social value of
raising the performance of lagging regions, and indicates conditions for successful
interventions. The OECD's report Promoting Growth in all Regions discusses the results
of research across member countries’ regional economies. The report concludes that
regional policy should be more than an extension of social policy. Instead, raising




23.

24,

25.

26.
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regional growth performance is treated as an integral aspect of inclusive growth, with
potentially positive effects for resilience, and fiscal health:

To put the matter simply, when less-developed regions’ growth potential is not
tapped, they are likely to become social problems. There is a strong case for the
proposition that regional policy should be approached as an element of a growth
promoting structural policy package, rather than a compensatory social policy
instrument. The corollary is that if regional policy is not pyrsued in the intefest of
broad-based growth it is likely to become, of necessity, &fonn of redistriéif%

& lehgersuch

the prosperity of those
and diversity, and reduce

economic performance in these 1
communities, it would also bo
fiscal costs.

This is also consistent wit % vestment which involves greater or smarter
early interventions to isg Jiabilities
The OECD approagh.sh not be r pushing against strong structural forces

'i.
or delaying nec adjustment @ad, it should be consistent with a dynamic view

of economies. a~report not

¢ ; < pplicy-makers cannot make a “flat earth”, and they
sho People and firms are mobile and there is no point trying to freeze

pr ! erns in place. Neither, however, should policy-makers
e fact f ter-regional disparities do raise issues in terms of equity

@ e% access to economic opportunity. [p.4]
However, while @3 story does seem to fit some of our regions’ experiences, we

could questi this story fits our specific circumstances — notably our small
population remoteness.
Social inc n ocus: People vs places...?

28,

29.

approach to deprivation and providing social service favours generic people-
cies. Such people-based policies target financial support and government
services based on need rather than location. Policies are typically focused on equipping
people to take advantage of job opportunities rather than seeking to create those
opportunities.

We are implementing a “social investment” approach, the application of rigorous and
evidence-based investment practices to social services to achieve better long-term
results for people. The question is whether investment in economic opportunities - not
necessarily financial investment - should be part of the social investment toolkit.

On their own, people-based polices may not be sufficient to lift people out of poverty and
build their independence when economic opportunities are scarce in their communities.




30,

31.

32.

34.

35.

36.
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Welfare can provide for basic needs, but employment provides sustainable
independence, and a range of important non-monetary benefits. Training schemes may
build human capital, but that may not be realised when there are few employment
opportunities.

This may not matter if people are able to move to places with better economic
opportunities. But it is important to recognise the constraints people may face in

moving. While people are often prepared and able to move te,where there are/better
economic opportunities, this may not always be possible. it.is the mos rable
that will be left behind in places of economic decline.

Moreover, a living standards framework approach impli people @re-cencerned
about more than just income, and are not ‘indiffere ace'. Rather, hedplé are often

emotionally, culturally, and socially connected to-particuldr commdnities and want them
- 1. b

to prosper, with economic opportunity being in L to that p rity: This connection

can be especially strong for iwi, and may be strengthening (

Given the wide variation in regional str 15.and aspirati omic opportunities
nomic and regulatory

settings may need to be complem d W approaches — potentially for

Our intention thz
and the econg

Deve { fegi ig inclusive growth including addressing regulfation
of {abour~m reducing variations in regional underemployment.

o,, i and East Coast)
gsfula roach to these intentions could support our intention that “New Zealand

that raises productivity and ensuring the sustainability of our natural resources

working collaboratively with other agencies to deliver on the Government's
Business Growth Agenda.

! Treasury Strategic Intentions http:/fwww.treasury.govt.nz/abouttreasury/strategicdirection
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Objectives and approaches to policy

37. In response to regional variations in economic fortunes, most if not all OECD countries
operate some form of regionally-focussed economic development policy. There is a
range of objectives for such policies:

In some countries, balanced development is a constitutional imperative. In others,
evening out living standards is taken as a given, and a basic objective of
government. For most, spatial fairess of opportunity i n as necess. n

38. To this list, we could add resilience, and making sur urces in

39. Promoting Growth in all Regions is critical of traditional
development that sought to “prop up” lagging eglor ]
i agh that yielded very

poor results.” [p.1] This, again, is consister p e rience, where such

costly blind alleys.

40. If these earlier approaches have
research points to a number o at helped lagging regions to
canverge with leaders. Key.amon cakleadership, identification of local

opportunities, and horizota@w vertical ¢ ition between the layers of
government and other stgkehdlders:

eir mobilisation” [12]

ntially this position in a 2005 speech to Local Government

Growth - A Regional and National Chalfenge.

fres a~coordinate ef%a regional level to identify local assets and remove
w: ther barr

policies that promote efficiency and provide the supportive

exploited economically over the long term. The seafood industry in Nelson, or the art
deco character of Napier, are two obvious examples.”

44, Developing “regional capability” would also be important, meaning not just the “skills,
physical capital and finance in the region, but more particularly from our point of view
the institutions, networks and infrastructure that support economic activity.”

45. And in summary “this means that economic development must be locally driven if it is to
be effective, not “top down”. More poetically, what we want are centres of excellence,
not cathedrals in the desert. In practice, a fully “bottom up” approach may be too
extreme — different regions are at different stages of development, and regional
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development should always contribute to national goals as well. But “pre-packaged”
programmes are nat an answer.”

46. From our Narrative workshops and other evidence, it is clear that economic
development is a priority for local government, iwi, and other local stakeholders. From
our least to our most prosperous regions, there is a real interest in developing local
economies. Many of them are designing or implementing economic development

strategies. There is wide variation in their needs, aspirations,¢capability, opportinities,
and constituencies. And the nature of the engagement so govern flects
this. @Q
47. Local authorities and iwi are often keen to set their of aspirédtjon to lead
their economic strategies. This means that centra nment can be\ess-concerned
with what to aim for. Instead, we can focus o at support is a@wiat o provide to
o sy

—r

enable local aspirations — and this will vary.
development

initiatives? S %
48. We think the case for an economi ent focu %ﬁmgest where there is
evidence of spatial market or g@ failure there are significant limits to

to guide government decision-

e a recognitio ) :
places will alive n differénce économic performance between places;

spendinghto g unde e conomic potential into use,
e O I%mended b%ctice (Promoting Growth in all Regions);
o @%ndam inclusive and sustainable prosperity;
0 takeho ? g levels of aspiration
%casted@‘}went liabilities for social development and welfare spending in

sistent with an investment approach)

o
5
)
()]
0
=
Ee]
I}
=}
=
[0l
)
=
o
o
e
o
= |
0]
w
W
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7,
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o
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Principles to guid government involvement in regional economic development

1. evid f patial market or government failures that are resulting in under-
ion-of local or regional skills or other assets (viable comparative advantage),
sociated deprivation;

2. interventions should primarily leverage private capital, to reduce cost/risk to tax-
payers. Where public funding is sought (eg for infrastructure), proposals should
demonstrate investment-readiness through an appropriate business case or
equivalent. Business cases should take a living standards perspective that gives
weight to the social inclusion benefits of an investment;

leadership and commitment by local stakeholders and private sector partners;

4. interventions need to be developed at the spatial level which captures most of, if not
all, the economic benefits and (preferably) costs of the intervention;




50.
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5. economic and social interventions to be designed and delivered together (such as

linking local skills/education interventions with emerging industries).

It is important to choose the appropriate “unit of account”, or regional level of analysis.
When thinking about infrastructure network investments, a macro regional view (eg top
half of the North Island) will be most relevant. Thinking about labour markets might
mean thinking about the links between Canterbury and the West Coast. However, when

we look at specific local community strengths — such as Opotiki — a more micrg jens will
be appropriate. @

What are the potential roles for government? 5 % \\’

51.

52.

be tailgred to local
ch.”Our regions

The government's role in unlocking local economic potential shoul

vary widely - c.f. Northland, South Auckland, Y v anterbury. We
need to take a place-by-place approach thata ircUmstances
(including potential) and the roles goveprinia ese roles are as
varied as rebuilding post-disaster, pro hing local labour with

local employers. Some regions arg ) : ent partnership, others

less so.
Consistent with our proposed prigsi be g-fange of enabling roles for
government. Most of these-invalve some costtg cantral government, but do not involve

directly providing fundi
preference, but some

e helping com identify’s
studies or simi
e streng al gow%’| stitutions, and working to join-up local leaders

e assisti
@n in
Qs

king ac ) es, local authorities, local people, and the private sector to
oordinate

=-. »g egulatory barriers/risks (eg Manuka honey)

o enddaing plosely with local authorities to align (or deconflict) local and central
uch as coordinating infrastructure investment with local economic
e

opment plans)

e coordinating/finding links between social interventions and economic opportunities
to ensure these approaches are complementary

o providing relevant/tailored education/training to upskill local labour force for
emerging opportunities

53. There is also a role for central government in ensuring it is “horizontally” and “vertically”

coordinated, and that it continues to strengthen local institutions.
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Case studies

54, To avoid misunderstanding, it is important to give examples of what we think this

approach looks like in a New Zealand context. This will also help to make clear what we
don’t recommend.

55. The case studies summarised below share the following elements:

56.

57.

Case study | — Opotiki
58.

59.

60.

61.

e the exploitation of underutilised potential, especially fi
of production, with minimal risk of displacing econo

location-specificfactors
ivities from ere

b

e central government playing a facilitating/coordin
e |ocal engagement and leadership &
e potential for positive social inclusion imp

e potential for positive growth impacts

e sustainability, with minimal need for-Q

e sfrong private sector involvem

We also think the case studies also
between the objectives o i
Strategy and Action PI

approach. %
@r Develo,

The Opotiki Harbgur Developm t is one of the key initiatives of the Bay of
Plenty Regiona designed to lift employment, incomes and
investment astd ect is part of a community-led strategy to
revitali tern Bay of Plenty. The aim is to create a year-round

navigable : otiki, utilising the vast natural resources of the region
by allowirg iki fo.become a service and processing base for the aquaculture
i i ofelated industries. These harbour-related project have the
potential to cre dcal jobs, boost household income by $17 million per annum,
and increase Opotiki's'GDP by $41-$55 million per annum.

The spo the project have asked Government for capital support of up to $26
million d the construction of the harbour entrance as part of the overall project

whi indicative financial volume of $200 million.

The Gevernment has provided departmental resources in facilitating stakeholder
engagement between regional sponsars and government agencies, enabling the
sponsors to develop and submit a business case which applies the Better Business

Case approach (i.e. Treasury staff to facilitate BBC workshops), and committing to a
validation study which tests the commercial viability of the sea farms et al.

Once the study is completed, the findings will be incorporated into the final version of
the respective business case and will form the basis for the final decision by
Government on its support to the project as a “last funder”.
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Case study Il — Peppers Carrington Resort

62.

63.

Case study Ill — Manuka honey
64.

65.

To unlock the tourism potential in Northland, central Government and regional partners
have worked with private investors to enable the establishment of the Peppers
Carrington Resort in Karikari, Northland. Private investment in the resort has been $200
million. The creation of an environment that attracted this investment required a whole of
Government approach in respect to infrastructure build, broadband, transportation and
regulation around resource consensus.

In this context, the Government invested $1.2 million to t
to support the establishment of the Tai Tokerau Northla pls in Pai

Government's support for the College was one of thg priofities as Part
Northland Action Plan as it upskills young Northlande career in, including
grammes to 50
students this year which will prepare local youf ii ed for jobs in the
resort specifically and the tourism industry A '
350. The college has been developed with i
[

attracted co-funding from private sour

'ghlig&

A scientific research program

: 368 d a science programme to support the
ntifictefinifion for Manuka honey. Both departmental
3t regources to commission scientific research and

t%;;ge from this approach?

Wha

66. W onal prosperity goals with inclusiveness objectives. Finding this
balanceis i ire flexible approaches to place-based interventions.

67. The prin k ffom an approach that accommodates place-based economic
developirent at we undermine natural structural adjustment, and divert resources
from alue uses in the process.

68. Wet at the principles described above will minimise this risk, especially the focus

69.

on catalysing viable commercial activities through bringing underutilised capacity into
production. The emphasis on catalysing suggests government interventions that
address market failures, rather than providing significant additional funding. In other
words, we don’t generally see lack of capital as the principal constraint. We also think it
is important to have a realistic level of ambition: an equal level of prosperity across all
regions is not realistic and not all places will thrive.

Some proposals may offer a good prospect of liting national as well as local prosperity.
The Opotiki Wharf development could be an example of that, where a one-off
government infrastructure investment and business case support catalyses a
commercially viable local industry (aquaculture).




70.

71,

prospects?

How should we think abe all, declir@n
Not all communities Will @xhibit [atec potential that is amenable to the

2;

73.

74,
75.

76.
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But there could still be tradeoffs between national prosperity and inclusion, as you would
expect with the application of the Living Standards Framework. This approach is likely to
involve proposals that ask the government to accept a lower return than it might
otherwise obtain in the interests of social inclusion. In those cases, we might think the
case for intervention is strongest where there is a sizable “low prosperity” population
with limited mobility or a strong connection to place.

We recognise a number of other risks and challenges to mapage with place-based
economic policies. These could be the subject of further w oordinatio other
policy areas, social inclusion especially:

e in practice it can be difficult to identify to what spatial distributi
economic activity is ‘efficient’ or there is ‘undér=utitisation’ in a pIa?
e apolicy that raises human capital may e outwar ility that leads to

better outcomes for those people, but pgores ho remain
e how do we decide how much to in se isola unities, where

and unsustainable?
e how do we ensure that mo y paticigs and place-based economic
policies are complement ational cooperation?

munities with poor

approach we're describi

d economic development initiatives as a key
d instead re end a focus on maintaining basic services
guality of life. This is often brought into sharp relief when
e, or the continuation/availability of public services

, justiBe services) is in question.
% rspective, these choices amount to tradeoffs between

prosp and local inclusion objectives.
Decisions %d will be inherently political. As policy advisers, we can assist
decision by illustrating choices via a living standards lens.

respo @ \ Some regions are clearly thinking about different responses reflecting
varying-logal circumstances. Waikato, for example, is developing strategies that
recognise different challenges and ambitions across the region.
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Sources
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[Corban paper — find details]
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Economic Growth - A Regional and National Challenge, Deliv ohn Whj
Secretary to the Local Government Chief Executives Forum.o e 2005.

Growing Apart: Regional Prosperity in New Zealand, S@ Eaqub, 2074

Note to Treasury Forum, Economic geography, 27 st 2010

Promoting Growth in All Regions, OECD, 1SB
06/12/2012.

Regional economies: Shape, performa @ :Iivers. i
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http://www.stats.qovt. nzlbrows(,{)ﬁ'\ stats/econgfnic; indicators/NationalAccounts/rgdp-

L5y A
balanders-not in education, employment, or training - Statistics New
Zealand, % 12 mon‘itember 2014); Youth Statement on Regional Goals,

2014
Regio :l:velopm : alziel, http://briefingpapers.co.nz/2014/07/regional-
development/

The New Ge of Jobs, Enrico Moretti, 2013
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What we know (and don’t know) about economic growth in New Zealand, Strategic Policy
Branch, Ministry of Business, Innovation, and Employment, April 2016: second edition
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