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1 Introduction
Aquaculture is a growth sector with considerable upside potential. In the Coromandel, the sector’s growth
is restricted by bottlenecks at key pieces of infrastructure and Ariki Tahi Sugarloaf Wharf (ATSW) is a prime
example of such a constraint. Removing or addressing the constraints will support growth and enable
further expansion that will benefit several communities. The issues surrounding ATSW, its capacity
limitations as well as the health and safety concerns are well documented. The consent application is being
pursued under COVID-19 Recovery (Fast Track) Consenting Act 2020.
This assessment considers the economic effects of the proposal to upgrade the wharf infrastructure at
ATSW to enhance both the commercial and recreational facilities. It is understood that improving ATSW
will enable other opportunities across the local aquaculture sector, unlock capital investment and provide
opportunity to process mussels in Coromandel, Tauranga, and the rest of New Zealand. EnviroStrat have
commissioned Market Economics Limited (M.E) to assess the economic effects of the proposed project.
The spatial distribution of the economic effects is highlighted by using the flow on effects (supply chain)
associated with the key parts of the value chain.

1.1 Project objective and approach
The objective of this report is to provide a high-level assessment of the economic effects associated with
upgrading the Wharf. Importantly, opportunities for economic growth and the associated change in
employment are both relevant to understanding the potential economic effects, as required for a resource
consent application. This report provides a high-level summary of the quantified and monetised economic
impacts of the proposed development. An Economic Impact Assessment (EIA) explores the potential
change in economic activity that would be supported by a development. The change is estimated across
the local, district and wider economies by tracing the flow of goods and services across supply chains.
Developing ATSW will support the existing aquaculture industry while unlocking growth opportunities.
These opportunities are associated with marine farming as well as the processing of product.
Economic and employment shifts, as estimated through an EIA, are not the only economic effects arising
from the proposed development. The EIA captures the direct and flow-on economic effects. However,
the assessment also provides commentary on the wider economic effects, including potential adverse
economic effects and effects that are beyond the typical scope of an EIA. The commentary is included to
assist and inform the overarching Assessment of Effects (AEE).
Several different economic evaluations1 preceded this assessment. The earlier evaluations were prepared
for other processes, like securing funding from the Provincial Growth Fund. These were prepared using
approaches as outlined by the New Zealand Treasury2 and the Better Business Case approach. The earlier
work also included economic impacts assessments even though these are not normally required for
business cases. This economic assessment focuses on the economic effects of the wharf extension, and
includes the facilitated effects. It builds on the earlier work to show the economic effects in terms of Value
Added (like GDP) and employment terms; the same metrics used to describe the size of economies.

1

These relate to initial work for the Provincial Growth Fund application and assessing different cost estimates. The findings of
these assessments are consistent with those presented in this report.
2 Treasury New Zealand (2017) Guide to Social Cost Benefit Analysis.
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The assessment is based on several inputs as prepared by third parties. Appendix 1 outlines the main
limitations and caveats. The team used the best available data and took a conservative posture. The
facilitated effects can be described using different perspectives (i.e., a demand- or supply-driven
perspective). The results are presented as a range, to show the potential spread of outcomes.

1.2

Report Structure

This rest of the report is structured as follows:
•

•

•

Section Two provides a high-level summary of the development and the wider activities that it
would facilitate. The section also outlines the key assumptions, covering the capital and
operational expenditures, timelines and other considerations. Essentially, the section discusses
the assumptions and data applied in the economic impact modelling.
Section Three offers a summary of the modelled economic impacts, including an interpretation of
the results (i.e., what the results mean). The spatial distribution of the economic effects is
summarised, and different perspectives (range) are presented.
Section Four contains the overall conclusions.
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2 Proposed Development and Assumptions
This section summarises the proposed development and highlights the economic activities that it will
facilitate. The assumptions underpinning the assessment are presented. These related to the capital and
operational expenditures, as well as the development pathway associated with the facilitated effects. The
section outlines the core parts of the proposed development, and the flow-on effects. The assumptions
and inputs were obtained from several sources, including industry stakeholders.

2.1 Proposed development
The nature of the proposed development is detailed in the consent application and is not replicated here.
Ultimately, investing in ATSW is about:
•
•
•
•

Reducing the health and safety risk to users,
Future proofing the infrastructure to account for current and future users’ needs,
Providing for the needs of recreational users, and
A development that is resilient and able to withstand climate change.

The economic assessment considers the flow on effects associated with the capital expenditure, the
operational expenditure, and the different component parts. This includes the immediate effects as well
as the facilitated changes, like additional marine farms and processing. The facilitated changes form a
large share of the overall effects because the wharf infrastructure is enabling other activities.
Based on engagement with the project team during the early stages, we understand that if the wharf
infrastructure is not expanded, then it is unlikely that the local aquaculture industry would see any material
growth over the short, medium, or long terms. The potential change is measured against a do-nothing
scenario. The do-nothing scenario will see limited growth or change in output volumes from the
aquaculture activity, and therefore no further investment in farming or processing capacity.

2.2 Investment profiles
Upgrading the wharf requires a large investment. However, the initial investment will support other
activities requiring investments. These wider investments relate to establishing new marine farms,
procuring the vessels associated with the additional faming activity, and establishing additional processing
capacity (factories) to deal with higher volumes of aquaculture product. The investment profile is based
on PwC’s analysis of the capacity, time to reach capacity limits and an assumed growth pathway. While
we do not replicate the PwC work, the key features are summarised. The updated (adjusted for inflation)
costs are reported.
Wharf investment: The total wharf investment is expected to approach $27m and it is our understanding
that wharf design and costs reflect the optimal design. The capital spending will be spread out over three
years.
Marine farm development: Currently, the local marine farms produce in the order of 27,000t-28,000t per
year of which more than 90% is landed at ATSW. We understand that there is scope to increase the
production on the existing farms and to develop new farms. Further, we have been informed that there is
scope for much of this expansion to take place on areas that are already consented or zoned for
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aquaculture. Developing the farming infrastructure is estimated to cost $21,300/line ($2021). The capital
cost relates to items like:
•
•
•

Infrastructure (anchors, ropes, floats, culture ropes, initial seeding),
Labour (installation barge), and
Waikato Regional Council bond.

The farming infrastructure is assumed to be delivered over time, and in line with the development pathway
prepared by PwC. It is assumed the farms would be developed in a linear fashion and that the development
timeframes would cover the first 15 years of the project3.
Other investments: The lift in marine farming will trigger a need for further investment in plant and
equipment. The initial investments in the plant and equipment (P&E) will also support economic activity
and opportunities. The spending associated with the P&E is uneven and programmed to coincide with the
farming activity scaling up. In other words, the P&E investments would only take place when the
production thresholds (at the farms) are reached. The following P&E items are included in the assessment
(and included as capital expenditure):
•
•
•

Vessels
Factories
Transport

$5.4m/vessel (12 in total)
$8.7m/factory (2 in total), and
$0.8m/truck (8 in total).

In total, the ‘plant and equipment’ investment is estimated at close to $81.9m over the entire assessment
period (excluding the wharf and marine farms). Figure 2-1 illustrates the distribution, over time, of the
capital investments.
Figure 2-1: Capital investment over time

An important observation about the capital investment is that beyond the initial investment in the wharf,
a solid, ongoing investment stream in other (non-wharf) assets is expected. The investment stream is
reasonably steady for the first 15-year period beyond which the investments are more sporadic.

3

With the first year denoted as year 0.
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Following the capital investment, the activities will shift from one-offs (e.g. construction and
establishment) to ongoing, operational activities. The ongoing activities will generate a set of flow-on
effects associated with each part’s transactions with the rest of the economy.
Farming: Like all business activities, the marine farms will use resources to produce products, and interact
with the wider economy. The interactions provide opportunities and generate economic effects, like
supporting employment and other business opportunities. Drawing on available information, the wider
transactions include items associated with/supporting production. The specific final type of marine
farming that would be undertaken is unknown, and could include fin fish as well as mussel farming. Given
the current mix of activity, mussel farming and processing is used as a proxy for the potential activity.
Importantly, the potential value associated with mussels is lower than those associated with other marine
commodities (like king fish). This means that a conservative position is used. The mussel farming (proxy)
includes elements like:
•
•
•
•

Cultivation (seeding),
Maintenance costs (labour),
Harvest costs,
Compliance and association costs4.

Once harvested, the mussels are then transported to suitable processing facilities where they are prepared
for final use. The processing adds value to the raw mussels.
Processing: Processing the aquaculture product (e.g., mussels) is included in the assessment and this stage
sees a large portion of the total economic effects because, when compared to farming, the supply chain
effects are generally larger. How the processors interact with the wider economy, and the different cost
elements, were based on information received from industry stakeholders5. The information received was
compared against published6 and official data. The processing costs typically include:
•
•
•
•

Factory costs and overheads,
Transportation costs,
Raw material and inputs,
Labour (salaries and wages).

The end-result of the processing is a product (i.e., mussels) that can be exported or sold on the local
market. The specific final product for mussels can vary considerably7 and the frozen half shell values were
used. The specific final product that is produced influences the total price of the goods delivered, and this
influences the processing activity and the size of the flow-on effects. The assessment assumes that the
available mussels (from the farming activities and as enabled by ATSW) would be processed to a frozen
half shell level. This is currently the dominant product category. This is one of the lower levels of
processing, with a low(er) value. Using this state is consistent with a conservative approach in estimating
the economic effects. The value of the processed half shell that is used in the assessment is $8.00/kg.
Aquaculture New Zealand information reveals that the price for frozen half shell increased from $5.20/kg
in 2009 to $8.00/kg in 2018. Recent trends in export commodities8 show that prices have been volatile
4

The compliance costs form a small part of the total operational costs. It is included for completeness and to ensure that a
conservative approach is followed.
5 We interviewed Daniel Ramsey and Andrew Selby as part of the original PGF economic assessment. This information was
retained in considering the economic impacts.
6 By StatsNZ
7 Based on information from Aquaculture NZ information.
8 Using the Overseas Merchandise Trade data from StatsNZ.
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with only a marginal increase in the $/kg9. One would expect prices to increase over the long term.
Keeping prices constant means10 the effects of price changes are not reflected and in the context of
reasonably strong lifts of the past decade, this suggests that a conservative position is taken.
Funding: We understand that a mix of funding sources would be used to pay for the upgrade of ATSW
Wharf. The mix is 83%:17% public-private split. Within the public component, different sources apply,
ranging from grant funding (from the Provincial Growth Fund) to private funding. It is not known how the
grant funding would be obtained (e.g., general tax) and if it has already been transferred from taxpayers
to the government. We have assumed that the necessary funding has already been recovered from
general taxpayers. This assumption means that the economic effects of reducing taxpayer spending has
already occurred, and that the future spending (capex) would be net additional to activity. This assumption
potentially overstates the economic impact of the capital spending (wharf only) at the national level (as
any potentially applicable transfer effects are not accounted for). Importantly, the rest of the capital
spending, including the marine farms, processing, and the other investments, will be privately funded.
Employment effects: Lifting the level of activity that takes place at the marine farms, and the processing
facilities will increase employment. Similarly, the initial impulse associated with the capital spending will
also require a level of employment. The assessment considers the level of employment that would be
needed to complete all the work associated with the new activity. Importantly, the metric is tied to
economic activity and should not be interpreted as ‘new employment’. Businesses could respond to the
higher level of activity by substituting labour with capital, asking staff to work additional hours or owners
could work additional hours. The degree to which these shifts would occur is unknown and therefore the
employment metric should be seen as an indication of the potential scale. The employment estimates are
based on existing economic output-to-employment ratios. These ratios do not reflect the impacts of staff
shifting between jobs (workers substituting jobs), or the opportunity costs of labour. The opportunity cost
accounts for the fact that a person going into a job does not necessarily see their welfare increase by their
increase in income. While unemployed, a person can utilise their time and gain satisfaction from this. The
displacement effects account for the fact that if an intervention moves an individual from unemployment
into employment, the individual may take a job someone else would have otherwise filled. In other words,
in the absence of the intervention, someone else would have taken the vacant job and the unemployment
rate would be no higher or lower. The displacement and opportunity cost effects are normally included
when undertaking a cost-benefit analysis. However, this assessment is primarily concerned with the
economic impacts.
The ‘supported jobs’ that investing in ATSW would deliver (via the wider economic flow-on effects) reflect
only the net additional component. Sector and location specific ratios (e.g., employees per $1m of VA) are
used to estimate the employment effects.

9

This $-value is considered low and aligns with 2019 $-values. The Covid-19 pandemic has constrained normal activity, impacting
processing levels, exports, and commodity prices. Available information shows some minor price changes since 2019 but there is
some volatility in the prices (up and down). Therefore, a low base is used. This is consistent with the overall shifts in prices seen
in Overseas Merchandise Trade data from StatsNZ.
10 A similar approach is used for the input costs, so it is not just the case for the benefit-side of the equation.
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•
•

Ecological effects (diseases and biosecurity, ecological carrying capacity12), and
Habitat alteration.

Determining the net ecological costs and benefits of the marine farms would need a full scientific analysis.
Despite a large body of literature on the potential contributions, costs and benefits, they are not valued or
expressed in monetary terms. Therefore, the effects are not reflected in the analysis. However, we
anticipate that the farms would be developed and operated using best practice, implying that the negative
effects would be negligible or very small.
The analysis does not reflect the potential benefit of avoiding injury/ies (or a fatality) at the wharf. The
current infrastructure is at capacity and improving the infrastructure will not only enable/facilitate
additional activity, it will also reduce health and safety risks. Considering that the Value of a Statistical Life
(VoSL) is estimated at $4.4m2020, a serious injury is valued at around $839,000 and minor injury is $79,000,
then there is value in removing/mitigating the risk of injuries (to recreational and commercial fishermen).
If this is included in the economic assessment, then it is likely to improve13, i.e., lowering the risk of injury
or fatality, strengthening the overall case.
We note that fin fish farming is also anticipated over the long term. We do not include this opportunity in
this assessment because there is very little information about the anticipated scale or timing of such
farming in the Coromandel. Including this in the analysis is unlikely to have a large impact on the overall
outcome of the analysis presented in this assessment.
The next section summarises the results.

12
13

In the form of phytoplankton depletion.
This assumes that the risks users currently face will be reduced through the redesign and the wharf redevelopment.
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3 Economic impacts
This section contains the modelled economic impacts (results) of the proposed upgrade of ATSW and the
facilitated effects. EIA modelling recognises that businesses within the local economy interact with each
other, in the local area, as well as businesses in other areas. Economic transactions cross administrative
boundaries, and what happens in one location, often influences activities in another, and vice versa. The
EIA estimates the change in the level of economic activity that will flow through the local and wider
economies, because of increases in final demand in each economic region. These flow-on impacts are
expressed in terms of Value Added (VA) and employment.
The section starts by offering a high-level context of the local aquaculture sector and its relative
importance. Then, the economic impacts are summarised.

3.1 Context
Global population shifts, combined with climate change is putting increasing pressure on natural
ecosystems. At the same time, consumer preferences and regulatory requirements are pushing producers
towards greater sustainability at a farm-level and across supply chains.
Aquaculture is seen as a way to respond to these pressures and New Zealand is well place to use its natural
endowments to deliver premium seafood. The NZ government has articulated the potential for the NZ
aquaculture sector to grow to a $3bn industry by 2035, while at the same be becoming a more significant
part of a lower emissions economy. Part of the strategy is to support regional prosperity, and this includes
facilitating co-investment between industry, iwi and government in priority research and innovation14. The
NZ mussel sector (which is part of aquaculture) is also experiencing the effects of the Covid-19 pandemic.
In the year-to-January 2022, total export by weight was up 10% to 33,348 tonnes, but export value was
down 7% to $300.6m15. Notwithstanding the pressures, export values are up from $207.4m a decade ago
(based on similar export volumes). Generating additional product to export, would assist in building value
and would combine with local efforts to deliver higher value ($/kg) product streams.
Aquaculture is an important part of the Thames-Coromandel economy. Earlier work by NZIER (2017)
highlights several key features of the sector, and how it influences local activities. NZIER highlights the fact
that the economic contribution of aquaculture occurs in two stages of production: the value added from
production that takes place in the marine farms, followed by the value added that takes place at the
processors. Further, NZIER highlight that marine farming and processing create positive flow-on effects,
by stimulating activity in the businesses that supply the aquaculture sectors such as wholesaling and
retailing, business services, transport equipment, transport support and packaging. However, they note
that the supplying companies are located beyond Thames-Coromandel and so the positive impacts are
spread out.
Even though the NZIER assessment was prepared in 2017, it underlines the need for suitable infrastructure
to accommodate and enable additional production. Infrastructure relates to wharves and facilities for
bringing the produce ashore and servicing the vessels used in marine farming. The shore-transfer activities
of aquaculture are concentrated on ATSW, and the capacity constraints are highlighted. The earlier

14

While the upgrade of ATSW, and the flow on investments are not strictly research and innovation, the investment is certainly a
co-investment type approach where investment by one party is leveraged across the wider sector.
15 Based on information received from Aquaculture NZ.
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assessment highlights that the local Thames-Coromandel economy would gain directly from the expansion
of local marine farming, and it also points to the wider flow-on effects that would accrue to other regions, and
the NZ situation.

3.2 Economic impacts
The economic impact assessment uses a bespoke multi-regional Input-Output model (MRIO) prepared for
this assessment. Appendix 2 provides a short summary of IO modelling and the key limitations. The
following regions are included in the model:
•
•
•
•
•
•

Thames-Coromandel,
Rest of Waikato,
Tauranga City,
Rest of Bay of Plenty,
Auckland, and
Rest of New Zealand.

Using the spending structures as defined by the investment profiles, the lift in economic activity associated
with the new level of final demand, is estimated. Importantly, the MRIO model includes all the upstream
supply chain linkages across the different regions, across 106 economic sectors and the final demand
sectors. The economic impact reflects the net additional spending i.e., it considers the change in capital
expenditure, farming activity, and processing, and then models the associated shifts in activity throughout
the economy to estimate the VA and employment effects.
Some of the effects will be more durable than others. The capital expenditure and the initial investments
are one-offs, and the effects are seen as initial impulses (and do not continue beyond the construction
period). Once the farming and processing activity starts, then the effects become more durable and shifts
to ongoing in nature. The assessment differentiates between one-off and ongoing/facilitated effects.
Having established the direct expenditure into the Thames-Coromandel and Bay of Plenty economies that
will be enabled by investing in ATSW, the wider, economic flow-on effects associated with the capital
expenditure and facilitated activity are assessed.
The assessment recognises that the wharf, marine farms and processors will interact with other businesses
throughout New Zealand. We considered the mussel processing and the linkages with other businesses
(e.g., farmers, transporters, and processors) and the location of those businesses. For example, processers
in Tauranga will interact with other Tauranga-based businesses but they will also interact with nonTauranga businesses (e.g., buying mussels from the farms in Thames-Coromandel). All the businesses
employ staff and pay them salaries and wages. In turn, workers then purchase goods and services,
supporting other businesses, creating further rounds of business activity.
The economic impacts are expressed in Value Added (VA) and employment. VA, as a measure, reflects the
value of the work completed after accounting for inputs. Importantly, VA is a measure of production and
does not capture environmental effects or social effects. The direct, indirect, and induced impacts are
estimated. The impacts are described as follows:
•

‘Direct and indirect effects’ – when an economic change takes place, the economy responds by
firstly increasing (or decreasing) activities that supply the goods and services needed to address
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•

•

that shock. This is the direct effect. All firms supplying the businesses responding to the direct
effect, adjust their outputs, stimulating another round of effects and so forth. The further (flow
on) rounds of activity are needed to meet the extra demand. The further rounds are called the
indirect effects.
The induced impacts: As firms respond to the economic change (the direct and indirect effects
explained above), they employ additional workers or increase staffing hours. This leads to a lift in
salary and wage payments to households (i.e., more salaries and wages paid to workers in return
for their labour). Businesses also take additional profits as operating surpluses increase – this is
partially returned to households through returns/dividends paid to business owners or investors.
As households spend their returns or earnings, another round of effects is created. These are
termed the induced effects. All three components combine to give the ‘total effect’.
The ‘total impact’ reflects the sum of the direct, indirect and induced impacts.

Only the total impacts are reported. The findings are presented at an average annual level as well as a
total/cumulative level. The cumulative impacts are summarised through a range of values using
discounted cash flow16 (DCF) analysis. A discount rate of 5% is used17, with 3% and 7% rates also used to
show the potential spread of results under different discount rates.
Delivering the wharf infrastructure, will facilitate a lift in activity ranging from additional on-water activity
to additional processing. In turn, this will trigger other economic activity. Figure 3-1 shows the temporal
distribution of the VA impacts for both the one-offs and ongoing impacts.
Figure 3-1: Impacts over time (VA, total per year)

16

In effect, this relates to expressing future cash flows in current (today’s) terms.
This discount rate is consistent with the rate used in CBAx (NZ Treasury’s Cost Benefit Model) as well as the default rate used by
Waka Kotahi NZTA. It is worth noting that the discount rate was recently adjusted up by Treasury and Waka Kotahi after a period
during which the default rate was 4%.
17
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It is key to note that the lift in economic activity is not a single, step change. Instead, the impacts will grow
over time, in line with the additional farming capacity coming to the market, and the associated lift in
processing. However, the growth will be supported by additional investment in vessels (one-off activities
to lift overall capacity).
During the initial stages (years 1 to 3), the capital expenditure’s economic impacts will outweigh those of
the operational activity. The initial period is associated with the investment in ATSW, as well as some early
investments in farms and vessels in response to the improved conditions at the wharf. Initially, the capital
expenditure is expected to deliver peak VA of $15m in years two and three. This coincides with the
development of the wharf. On average (over the first decade), the annual VA impact associated with the
capital expenditure is $11.3m. The wharf investment is estimated to generate $34m of VA. In the years
that have capital expenditure, the capital investment-related impacts account for 31% of annual impacts.
The average is lifted higher because of the relatively large contribution of the capex-related VA impacts
during the early development stages. In terms of the ongoing effects, the impacts are expected to grow
to $109m/annum once fully operational.
Expressing the annual impacts in today’s terms provides an ability to consider the ‘value’ of the future
impacts in a single figure. Table 3-1 summarises the economic VA impacts. The table shows the results:
•
•
•

Using three discount rates (3%, 5% and 7%), and the undiscounted results are also shown. The 5%
rate is used as the base result.
For different components, i.e., the capital expenditure, the ongoing activity and the combined
impacts.
Spatially disaggregated to six areas.

The overall (combined) economic impact of the entire project (wharf, other investments, and the
facilitated activity) is estimated at between $807m and $1,546m with a mid-value of $1,098m. The VA
impacts associated with the capital expenditure is estimated at between $111m and $145m with $126m
as the midpoint. The values of the ongoing effects are materially greater, and the mid-point is $972m –
some six times the size of the capital expenditure-related impacts. The size difference highlights the point
that most of the economic effects are related to the ongoing/facilitated effects of investing in the wharf
infrastructure.
Looking at the regional distribution of the impacts, the following points are observed:
•

•

18

A large portion of the impacts are felt in Auckland (around 34%) and the rest of New Zealand. This
is as expected because of the proximity to Auckland and the fact that a large share of the
construction activity cannot be supported by local businesses (based on the scale and expertise
needed for the project). Construction inputs will likely be sourced from Auckland, either directly
or indirectly (via supply chains). Similarly, a portion (21%) of the VA impacts is felt in the rest of
NZ. Almost half (45%) of the VA impacts are expected in the local area (Thames-Coromandel,
Tauranga, the rest of Waikato, and the rest of Bay of Plenty).
In terms of the ongoing impacts, almost half (47%) of the impacts will be felt locally across ThamesCoromandel, Tauranga and the rest of Waikato. In $-terms, this is between $330m and $663m
with the mid-point being $460m over a period of 35 years18. Looking at the spatial patterns,
Thames-Coromandel and Tauranga will both capture sizable impacts (VA), seeing $119m and

The period used in the assessment. In reality, the impacts will be ongoing, going beyond the 35 years.
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3.3

Employment impacts

The lift in economic activity, including the flow on/supply chain effects will support employment shifts.
These shifts are included in the VA measures (and GDP) in the form of salary and wage payments. As the
facilitated opportunities are developed and translated into business activity, employees will be needed to
undertake the associated work. Again, it is not suggested that this employment is ‘new’ to the economy
because, for example, some employees could work longer hours. Instead, the employment impacts
illustrate the number of workers that will be needed to do the work based on existing relationships
between output, VA and employment. In addition, the model is ‘comparative static’ meaning that it
illustrates the with-vs-without situation. While the results are shown for each year, the transition pathway
for the economy to adjust to the new level of activity is not as defined. Therefore, the timeframe within
which the change flows through the economy is not instantaneous, the changes take time to flow through
the economy. Regardless, there is a reasonable alignment between when the economic shock (initial
investment in the wharf and vessels) occurs and when the flow-on impacts are felt.
The employment impacts are described using the same structure as the VA impacts, differentiating
between the one-off and ongoing elements. In contrast to the VA impacts that is discounted into current
values, the same approach is not appropriate for employment. Instead, employment levels are presented
in a way that shows the temporal and spatial distributions. Employment is measured in terms of Modified
Employee Counts19 (MECs).

Capex-related employment
The capex employment relates to jobs supported during the construction period (wharf) as well as the
capital spending associated with developing the farms and the supporting infrastructure (e.g., vessels).
Figure 3-2 illustrates the distribution of jobs supported over time.
Figure 3-2: Capex supported employment effects

19

A Modified Employee Count (MECs) is a measure of employment. It is sums working proprietors and employee counts.
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3.5 Conclusion
Global aquaculture production has seen strong growth over the past two decades. Aquaculture is expected
to continue recent growth trends and the global outlook for aquaculture products is positive. New Zealand
is well placed to capture the market opportunity in a way that supports local businesses and communities.
But, in order to respond to the demand, the local industry needs to be able to respond to market signals
so that it can capture the growth. Removing local bottlenecks, like the Wharf, to enable growth is critical.
Addressing the infrastructure backlog at ATSW is central to facilitating industry-led investment and growth
in the Coromandel/Firth of Thames.
The assessment highlights the wide reach of the economic effects of investing in, and upgrading, ATSW.
The effects include a range of one-off VA and employment effects, as well as ongoing effects. The capexrelated (one-off) effects are estimated at VA$126m (@5%) with a maximum (peak) employment of 150
jobs across the economy (during the initial period). The ongoing effects are considerably greater –
estimated at $972m (@ 5%) with peak employment of 1,090. The effects will be distributed across the
overall economy, but a sizable share will be felt locally in Thames-Coromandel.
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4 Other considerations
The ATSW investment could have a significant economic impact on the local economies, especially when
considering the facilitated effects. By itself, the upgrade project is a large capital project that generates an
economic impulse. However, the material effects relate to the opportunities that it would unlock. The
facilitated effects would span beyond the Thames-Coromandel area, to Tauranga, the Western Bay of
Plenty, Auckland and the rest of NZ. The facilitated effects would materialise over the medium term,
avoiding risks of a ‘sugar hit’ to the local economy.
Other positive economic effects of the proposed development include (but are not limited to):
•
•
•

•

•

The spatial diversification is one way to enhance resilience and to dilute the risks to the mussel
processing sector of relying on one specific area from which to source inputs.
The wharf is seen as a strategic asset, supporting a value chain, and unlocking new growth
opportunities.
Aquaculture is often viewed as a sustainable approach to food production. The overall
development (across the different opportunities) could be used to strengthen NZ’s reputation as
a source of sustainable food.
The farming and the processing would provide employment opportunities for the local population
across the different regions. Providing employment opportunities would assist is retaining people
to live locally.
The marine farming has other economic effects. The on-water infrastructure often attracts
economic activity from tourism activities. The existing marine farms are popular for recreational
fishing as snapper and other popular fin-fish can be found in these locations. The charters and
domestic (rest of NZ) fishers also support local business activities by buying fuel, bait and tackle,
as well as food and accommodation services. These inter-regional exports (money flows into the
district) support the local visitor economies. Further, the local food providers use the local
produce to add to culinary tourism offers. Combined, these activities add to the richness and
diversity of local jobs.

Potential negative economic effects of the proposed development include (but are not limited to):
•

•

•

The processing facilities would add demand to for business land. This additional demand may add
to overall competition for business land, and in turn affect prices. It is however noteworthy that
the processing facilities already exist and there could be opportunities for on-site capacity
increases which would negate some of the negative effects.
The growth in the employment, and therefore potentially, growth in population would add to
demand for social infrastructure (including schooling). The demand would only materialise if the
growth were beyond the expected (e.g., StatsNZ projections) levels. However, the long lead times
mean that the market signals would be sufficient for Council and other parties to integrate the
changes in growth projections, enabling a finer nuanced response. Further, the higher household
growth rate would also see development contributions and rate payments (to council) increase.
This would assist in financing growth in infrastructure.
The change in amenity values (visual and navigational and so forth) relating to the upgraded wharf
in Waipapa Bay would be seen as a negative effect by some parties.
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•

Transporting the farmed product to the processing facilities, as well as the normal transport
movements associated with the farming activities would add to pressure on the transport network.

Overall, while the scale of the activity would be significant in the context of the current local economies, it
is not out of scale in the context of the different economies (especially the Auckland economy). The positive
impacts on the economy will be significant and sustained over time (with further potential for growth with
expansion of some elements of the facility). M.E conclude that the positive economic effects are likely to
significantly outweigh any potential negative economic effects.

Page | 22

Appendix 1: Limitations and caveats
The main limitations and caveats relating to the assessment are:
•

•

•

•

Demand and supply: The assessment does not include an assessment of the demand and supply
of aquaculture products (in NZ or internationally), or the financial viability of the marine farms
(e.g., the profitability, financial return, and risks of marine farming). Similarly, the assessment does
not include a financial analysis of the processing components.
Capital and operating costs: The capital costs and operational costs were prepared by AECOM and
PWC in 2019. These estimates were updated to 2021 Q4 using producers’ price inflators published
by StatsNZ. The costs were mapped to economic sectors using information collected from key
stakeholders during the initial project stages. Information in datasets like the Supply-Use tables
(and Input-Output Tables) were also consulted. Similarly, data from the Annual Enterprise Survey
informed parts of the analysis. The PwC information was used to inform the assessment about the
production activity and investment in additional equipment. The capital and operation cost
information were assumed to be correct and complete.
Uncertainty/Future: There are always uncertainties associated with forward-looking estimates
and economic assessments. This report uses a 35-year time period, which is likely to result in a
significant range of potential outcomes. A sensitivity analysis was conducted to reflect uncertainty
and to capture optimism bias. The model runs we have made depend on assumptions about values
and other factors that may change over time
There are no comprehensive data sources for all aspects included in the assessment, and therefore
the modelling depends on a mix of Statistics New Zealand’s official data, industry information and
secondary information
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Appendix 2: Introduction to IO and limitations
One of the assets of Input-Output modelling is that the results it provides are easy to identify and digest,
and relatively easy to use once Input-Output tables are available for a particular region. However, IO
analysis is not without limitations, despite being widely applied in New Zealand and around the world. The
most common limitations relate to the historical nature of IO Tables. We use IO tables derived from the
latest Supply and Use Tables, derive the IO tables and update these to 2016 using available information.
With reference IO modelling in general, a key assumption is that input structures of all industries (i.e.,
technical relationships) are fixed. In the real world, however, technical relationships will change over time.
These changes are driven by new technologies, relative price shifts, product substitutions and the
emergence of new industries. For this reason, IO analysis is generally regarded as suitable for short-run
analysis, where economic systems are unlikely to change greatly from the initial snapshot of data used to
generate the base IO tables. In addition to the ‘fixed structure’ assumption, other important assumptions
(and limitations) of IO models are:
•

•
•

Constant return to scale: This means that the same quantity of inputs is needed per unit of output,
regardless of the level of production. In other words, if output increases by 10 per cent, input
requirements will also increase by 10 per cent.
No supply constraints: IO assumes there are no restrictions to inputs requirements and assumes
there is enough to produce an unlimited product.
The model is static: No price changes are built in meaning that dynamic feedbacks between price
and quantity (e.g., substitution between labour and capital) are not captured.

The following indicators are used to measure economic impact:
•

•

Value added measures all payments to factors of production (land, labour and capital), and
excludes all purchases of intermediate inputs. It broadly equates with gross domestic product
(GDP) as a measure of economic activity on the national level, and gross regional product on the
regional level. Components of value added include compensation of employees (salary and
wages), operating surplus (company profits), consumption of fixed capital (depreciation), and
subsidies.
Employment is measured in Modified Employee Count years (MECs). This is the number of fulltime and part-time employees as well as working proprietors on an annual basis. This provides a
measure of the labour demand associated with the estimate level of economic activity. Note that
additional MEC-years do not necessarily require that additional persons be employed. It may
mean existing employees or proprietors work longer hours to complete the additional work.
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