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COVID responses, choices, and economic influences 
• NZ’s Delta outbreak and latest lockdown raise questions about the way forward. 

• Lockdowns are costly and increasingly unsustainable, vaccinations offer the way out.  

• Society’s choices for elimination, border restrictions, and freedoms for the vaccinated will shape industries.  

The COVID-19 pandemic is reshaping our economic future through the direct economic impacts of battling it and 

through how it will potentially change our social norms and priorities.  The Delta variant has also changed the game – 

as NZ has abruptly learned from this latest community outbreak.  Delta is far more infectious, which increases its 

health toll as well as the health, social, and economic costs of responding to the pandemic. 

“A strong public health response is still the best economic response” is the mantra.  It is also a symbiotic relationship.  

The actions we take now in responding to the pandemic will affect our long-term economic growth trajectory and 

government debt levels that future generations will need to repay.  Those factors will influence future governments’ 

ability to pay for a good standard of living – including healthcare, amongst other competing priorities. 

The better job we do of making the health response world-leading, the better off our economy will be over the long 

term.  Relegating stay-at-home lockdowns to an absolute last resort would be an important step given their huge 

economic, health and social costs.  Progress in a number of key areas would need to be made:  

- Lifting vaccination rates.  After a slow start, we are making progress but need to keep it up;  

- Further minimising the risks of MIQ leaks; 

- Improved execution of public health measures, so as to reduce the need for lockdowns;  

- Bolstering the capacity of our healthcare system, and; 

- Reviewing Alert Level settings (particularly Level 3 and 4) to  

      (a) reduce the economic impacts while retaining their health protections, and  

      (b) to better account for the added challenges the Delta variant brings. 

Importantly, this latest lockdown has flushed out issues affecting NZ’s longer-term future that need to be confronted: 

        - What economic, health and social costs are we prepared to incur to continue an elimination strategy? 

        - How will mass vaccination influence our views on the current elimination strategy and border controls? 

        - How will society’s expectations for the treatment of the vaccinated vs. the unvaccinated evolve?  

Economic outcomes will flow from society’s decisions on these.  They have implications for the pool of labour 

available, ways of working, and the fortunes of industries that have traditionally relied on people’s abilities to travel 

and mix and mingle – hospitality, entertainment and tourism in particular. 

The long-term challenges with lockdowns 
Stay-at-home lockdowns are not a lot of fun – though if you are an introverted home-baking addict you may disagree.  

These lockdowns are an expensive way to eliminate a community outbreak, though the only alternative NZ has had to 
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date.  A nationwide Level 4 lockdown means around $1.9 

billion of activity is prevented from happening each week.  

A chunk of that will get made up for after restrictions have 

eased, but the longer the outbreak the more chance that 

some activity is permanently foregone.  Our current 

forecasts have the Q3 level of seasonally-adjusted nominal 

GDP around $5bn lower than in Q2.  Only time will tell how 

much of that we make up for in the future.   

‘Non-essential’ businesses bear the brunt of lockdowns’ 

financial costs through sharp drops in revenue yet ongoing 

costs, with hospitality and entertainment impacted the 

longest.  Some businesses fail because of the financial 

pressures.  There are also many other less obvious yet still-

significant financial and social costs, such as: 

- Any added government borrowing needs to be repaid, which constrains future governments’ choices around 

spending/taxation, including on key expenditures such as health, education and superannuation; 

- Other important healthcare, such as surgery and cancer treatment, gets delayed, and the backlog grows.  

Other health outcomes are worse off as a consequence – COVID hasn’t eliminated all the other ways of dying; 

- Mental health pressures mount through the stresses of periods of isolation, juggling work and family 

responsibilities, and of running businesses that are impacted by lockdown.  According to Lifeline, contact for 

support was 40% higher in this latest period of Level 4 lockdown than in last year’s Level 4 lockdown; 

- Education is disrupted (now for two academic years running), notwithstanding the herculean online efforts of 

educators.  

Moreover, against the Delta variant lockdowns need to be stricter and longer, which ups their toll.  NZ’s latest 

lockdown highlights this shift. 

Lockdown as a tool gets undermined over time as compliance wanes with complacency, growing questioning by some 

people of their necessity, and simple lockdown ‘fatigue’.  Globally there is less fear now of death from COVID than at 

the start of the pandemic.  Vaccinated people are or will become majorities of populations and will expect greater 

degrees of freedom.  Other countries that have spent more time than NZ under restrictions have seen growing 

pushback against such measures.   

This latter ‘fatigue’ factor is rising in NZ and is likely to snowball if lockdowns remain a regular occurrence.  The South 

Island – long COVID-free – risks increasingly chafing at the perceived need (and quickly threw a ‘rave party for over 

70s’ at the start of Level 2).  Northland sometimes feels marooned.  Auckland is clearly growing increasingly weary, 

having now been in its fifth L3-L4 lockdown as it bears 

the brunt of being the country’s main centre for 

isolation facilities.  Lockdown V has little of the Where 

Eagles Dare intrepid adrenaline rush of Lockdown I and 

more the jaded feeling of repeatedly watching 

Groundhog Day. 

Stay-at-home lockdowns that become less effective yet 

more costly will increasingly become less tolerated and 

less socially viable – particularly amongst a population 

with ever-higher levels of vaccination.  However, until 

vaccination rates are high, the current community 

outbreak shows starkly that strict lockdowns are the 

only workable tool NZ has at present to prevent mass 

infections.  Fortunately, NZ has still come together in a 

https://www.stuff.co.nz/national/health/coronavirus/126307100/covid19-mental-health-suffers-more-every-lockdown-as-aucklands-fifth-stint-rolls-on
https://i.stuff.co.nz/national/health/coronavirus/126320113/like-a-rave-party-for-over-70s-level-2-rulebreakers-overwhelm-cafe
https://i.stuff.co.nz/national/health/coronavirus/126320113/like-a-rave-party-for-over-70s-level-2-rulebreakers-overwhelm-cafe
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hard lockdown, which so far has been more effective and with more social cohesion than seen in some Australian 

states.  But this type of lockdown is reaching its use-by date.  

If we are to successfully continue to prevent large-scale sickness and death – and give the current elimination strategy 

its best shot – we will need to increasingly rely on other measures.  Vaccines are at the top of the list. 

‘V’(accinate) for Victory 
Vaccination is the most effective tool we have for minimising the health and 

financial harm of COVID-19.  A recent study by the US Centers for Disease 

Control showed that that unvaccinated people were 5 times more likely to 

contract COVID-19 than vaccinated people and – crucially – were 29 times 

more likely to be hospitalised than vaccinated people.  Vaccinated people can 

still pass on the virus, but have a lesser chance of being infected to start with.  

Nevertheless, true herd immunity through vaccination alone appears unlikely 

to be achieved.  ESR modelling suggests that a COVID variant as infectious as 

the Delta variant would require 98% of the total population (i.e. including 

children) to be vaccinated in order to achieve herd immunity.  That is a degree 

of vaccination we have not achieved with measles.  A more realistic scenario of 90% of the total population vaccinated 

still shows there would be around 1000 deaths over a two-year period (similar to our past flu death rate of ~500 a 

year) of an open border in the absence of any public health measures to contain transmission. 

Te Pūnaha Matatini’s latest modelling work took into account some relaxation of tight border conditions, two differing 

assumptions for public health measure effectiveness1 (excluding lockdowns), three assumptions for vaccine 

effectiveness, and a range of vaccination rates for 12+ year-olds and 5+ year-olds2.  This work showed a wide range of 

12-month death tolls.  At worst, a 70% vaccination rate for 12+ year-olds, low vaccine effectiveness and cracks in 

current public health measures would have a death toll of around 20,100.  At best, a 95% vaccination rate for 5+ year-

olds, high vaccine effectiveness and public health measure effectiveness in line with the current outbreak would have 

a death toll of around 3 people.  An aspirational goal of 90% vaccination of all 5+ year-olds, with ‘normal’ vaccine 

effectiveness and the current performance of public health measures would get the death toll down to 50 people. 

What these reports indicate is that vaccination alone will not be enough to successfully maintain elimination or, in the 

presence of any endemic community transmission, will not be enough to keep deaths or serious illness from COVID 

down to a level the NZ public will accept.  Effective use of various measures (masks, crowd restrictions, track/trace, 

testing and isolation) would still need to be employed to protect our health – but collectively have the potential to do 

a very good job of keeping us safe.   

To promote the health of the population and the economy, getting vaccinated is about the easiest (and cheapest) 

thing we can do to minimise the harm to ourselves and the wider economy. 

Until the latest lockdown, our vaccination programme was the slowest amongst the developed economies.  The Delta 

outbreak has brought abrupt urgency to NZ’s vaccination programme – and our desire to get vaccinated.  NZ’s high 

degree of social cohesion bodes well for us to eventually have one of the highest vaccination rates in the world in just 

a few more months.  But our back-stop health measures will remain important – and necessary – protections.   

Making our health measures even better 
Making our preventative health measures the best they can be is vital to reducing the costs of the pandemic – and like 

most things in life there is scope for improvement.  There is no shortage of good ideas.  There have already been past 

reports highlighting how our systems can be improved, including recommendations to set up a dedicated pandemic 

 

1 Test, trace, isolate, quarantine (aka TTIQ) and other moderate health measures.  The measures excluded stay-at-home lockdowns e.g. Level 3 & 4.  
2 Pfizer/BioNTech is trialling its vaccine amongst 5- to 11-year olds. 

https://www.cdc.gov/mmwr/volumes/70/wr/mm7034e5.htm?s_cid=mm7034e5_x
https://www.esr.cri.nz/home/about-esr/media-releases/new-zealand-study-highlights-successful-covid-19-vaccination-programme-will-help-save-lives/
https://www.tepunahamatatini.ac.nz/2021/09/23/modelling-to-support-a-future-covid-19-strategy/
https://www.pfizer.com/news/press-release/press-release-detail/pfizer-and-biontech-announce-positive-topline-results
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response unit.  There are many lessons – good and bad – from overseas to give pointers as well. 

This latest community outbreak COVID response also highlights a number of work-ons: 

- A likely MIQ leak, indicating further scope for refining protocols or auditing adherence; 

- Contact tracing that couldn’t keep up (including little apparent utilisation of Bluetooth contact data), and is 

still less effective than the standards other countries in the Asia-Pacific have achieved;   

- A swamped testing capacity during early parts of the outbreak, which delayed the return of results and clarity 

of a fast-evolving situation;  

- Little use of rapid testing technology that is well established overseas (such as saliva testing).  Use of some 

COVID rapid (e.g. antigen) test kits is restricted in NZ; 

- Vaccination cancellations in the initial stages of lockdown; 

- Continued lack of ICU capacity to deal with a serious outbreak – and more generally a health system that has 

struggled to cope with the current outbreak to date; 

- Lack of apparent overhaul (besides a few tweaks) of an 18-month old Alert system to either fine tune to 

minimise impact on businesses while still delivering set health outcomes, or even to take into account 

overseas lessons from the delta variant.   

It is critical that we have the urgency to learn lessons and evolve our practices.  The health of our people and economy 

are heavily impacted by the effectiveness of our safeguards and supports.   

Our ability to continue with an elimination strategy will be linked to having a speedier response to outbreaks of a 

speedier virus, and to minimising the need and costs of any future use of strict lockdowns. Resourcing and capability 

to continually improve our overall results should be more a case of ‘money is no object’ given the huge impacts COVID 

is having on our lives and the economy.  

The vaccinated world: Team Pro-vax vs. No-vax? 
How will a high level of vaccination change the dynamics of society, the workplace, and the economy?  Much will 

depend on how effective vaccines prove to be over the longer term, as well as our perception of the risks we face. 

One important development will be the extent to which society makes a distinction between the vaccinated and non-

vaccinated.   

We are likely to have some people who are not able to get vaccinated, be that for medical reasons3 or other 

restrictions (e.g. at present NZ is not vaccinating under-12s, but this could change).  These vulnerable people, without 

the luxury of choice, need to be protected by wider society.  They will in effect be part of the ‘pro-vax’ team that 

wants all eligible people to be vaccinated. 

Others will exercise their right to not get vaccinated, the ‘non-vax’ group.  However, vaccine-hesitant people will not 

be able to rely on the immunity of others to give them ‘herd’ protection.  In the US, the pandemic – and 

hospitalisations and deaths – are increasingly concentrated among the unvaccinated.  Even in NZ, with a relatively low 

vaccination rate prior to the latest outbreak, cases in this outbreak are disproportionately amongst the unvaccinated.   

A choice to not get vaccinated will leave those individuals as a risk to others in the community as well as themselves.   

If COVID-19 is still seen as a material risk, there is likely to be some tension that forms between individual rights, the 

collective good for society, and the obligations workplaces have for the well-being of their employees and customers.   

Vaccinated people are likely to want greater freedoms, but some may not want exposure to the perceived risk 

unvaccinated people pose.  Some unvaccinated people may want wider freedoms to remain restricted to protect 

 

3 Ministry of Health advice suggests there are few health conditions that would prevent people from taking the Pfizer vaccine.  MoH advice for 

people with pre-existing medical conditions is generally that the COVID vaccine is safe (and that many of those health conditions make people more 
vulnerable to COVID-19).  People with anaphylactic reactions to the (few) Pfizer vaccine ingredients should not take the Pfizer vaccine, according to 
the website. 

https://www.legislation.govt.nz/regulation/public/2021/0066/latest/whole.html
https://www.health.govt.nz/our-work/diseases-and-conditions/covid-19-novel-coronavirus/covid-19-vaccines/covid-19-getting-vaccine/covid-19-underlying-health-conditions-vaccine-advice#conditions
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them (as we have essentially done to date), while others may feel they are no risk to themselves and demand their 

freedoms too.  Overseas behaviour suggests there is a wide spectrum of attitudes that society will have to work 

through.  

These issues have been cropping up overseas for some time.  At a government level some countries will require 

‘vaccine passports’.  In the US there are vaccine mandates for US federal government employees and a directive for 

employees at large businesses to be vaccinated or else be subject to weekly COVID testing, in total covering around 

100 million workers.  In the private sector, some venues restrict entry to people with proof of vaccination, some 

employers are introducing ‘no jab, no job’ policies.  Qantas, for example, is mandating that all employees get 

vaccinated (and a staff survey shows three quarters of respondents feel all staff should be vaccinated).  Qantas also 

intends to ban unvaccinated passengers from international flights. 

NZ is already starting to face these issues.  One option will be for the Government to enact clear laws around what 

restrictions employers and premises can place on those that are able/permitted to be vaccinated but have chosen not 

to.  In the absence of that, democratic society and the courts will decide the direction – and the subsequent influences 

on NZ’s economy.   

Under current law there will be dilemmas for many businesses, juggling the Bill of Rights against health and safety 

responsibilities and business imperatives.  What options, for example, are there for shops and hospitality venues that 

want to reduce their risk of having to close due to COVID cases amongst staff, and to reassure their customers that 

their premises are a relatively low risk to enter?   

Employers may judge that their health and safety obligations to staff and customers require staff to be vaccinated.  

MBIE has made it clear that employers can require new employees to be vaccinated as part of their employment 

conditions.  For existing employees, the broader risk that unvaccinated employees pose will have bearing on whether 

compulsion is lawful.  Air NZ is proposing to require all staff that have some degree of exposure risk to be vaccinated.  

Auckland Airport has introduced compulsory vaccination for its front-line staff and will require all new staff to be 

vaccinated in the future.  These situations have a clear linkage to risk, but other employers that impose vaccine 

requirements may face legal action (even mandated NZ workers are challenging the legality in court).  

NZ looks set to have a vast majority of the population vaccinated, and that will likely drive some form of restrictions 

on unvaccinated people.  At one end that could be business-as-usual but greater freedoms for vaccinated people 

during any future community outbreaks.  Or, if COVID-19 becomes endemic in NZ, NZ may well settle on a model in 

which those adults who chose not to be vaccinated are entirely free to exercise their right to do so, but do it knowing 

that there are consequences to their personal freedoms and employment prospects as a trade-off.   

Freedoms have their prices, particularly when exercising those freedoms can impact others.  The price of the freedom 

to gather in large crowds, travel, or be employed by certain organisations may be a requirement to be vaccinated.  

Likewise, the price of being free to not get vaccinated may be giving up other freedoms.  

NZ commercial activity will influenced by the extent to which society chooses to continue imposing COVID restrictions 

on itself.  That issue is huge for some service sectors.  For example, the hospitality and entertainment/events 

industries will have clear financial benefits from restricting access to only vaccinated patrons if that enabled relaxed 

capacity restrictions or venues to remain open in the first place. 

The major restrictions society will need to consider are those needed to continue with an elimination strategy and 

border restrictions, which are inter-related.  Industries like tourism and international education, and NZ businesses’ 

ability for commercial travel, will be heavily linked to NZ’s path on these fronts. 

Elimination: feasibility and desirability 
NZ has – fingers crossed – been successful in eliminating community outbreaks.  But with COVID-19 globally endemic, 

NZ does need to look at how feasible elimination is, what the benefits and cost of maintaining that strategy are, and 

even consider whether society wants to continue with it longer term. 

https://apnews.com/article/joe-biden-business-health-coronavirus-pandemic-executive-branch-18fb12993f05be13bf760946a6fb89be
https://www.abc.net.au/news/2021-08-18/qantas-mandatory-vaccinations-covid19-workers-pandemic/100386206
https://www.stuff.co.nz/travel/news/126327542/qantas-confirms-unvaccinated-passengers-will-be-banned-from-international-flights
https://www.stuff.co.nz/business/industries/126246260/air-nz-proposes-making-covid19-vaccination-compulsory-for-4000-staff
https://www.stuff.co.nz/business/industries/126272425/auckland-airport-introduces-compulsory-covid19-vaccination-policy-for-front-line-staff-and-new-employees
https://www.stuff.co.nz/national/health/coronavirus/126304552/challenge-to-legality-of-vaccine-mandate-for-frontline-border-workers
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Can we do it? 

Retaining an elimination strategy will be very challenging when the majority of countries NZ interacts with are now 

moving to ‘living with’ COVID-19.  The harsh reality is that – since the first major lockdown – NZ has had three major 

COVID incursions across what remains a tightly-closed border, with this latest outbreak traced to some form of MIQ 

breach.  To date all these outbreaks have required degrees of stay-at-home lockdowns to stamp them out, with the 

jury still out on the success of stamping out the third incursion.  Australia has found this challenge to be too much. 

The elimination strategy also rubs right up against plans to loosen border restrictions. Any opening up of the border 

will bring greater risk of community outbreaks, including from vaccinated entrants bypassing MIQ.   

Maintaining an elimination strategy while even slightly easing border restrictions will require public health measures 

to be far more effective at preventing and containing outbreaks than they have been to date.  Repeated use of stay-

at-home lockdowns to stamp out community outbreaks would rapidly have a finite shelf life, as well as creating a high 

cost for easier border restrictions.  

There are also the costs of border restrictions to factor in, such as: 

- Reduced ability to connect in-person with export customers (and prospective customers) and overseas 

suppliers; 

- Reduced ability to explore new technology and innovation, and upskill from overseas training; 

- Labour shortages, particularly of skills that are in scare supply in NZ; 

- Loss of earnings from the inbound tourism and international education sectors; which had combined 

revenues of $16bn/year before the pandemic; 

- Reduced ability for overseas leisure travel; 

- Reduced ability for the kiwi diaspora to remain connected to their family and friends or to return home; 

- A lottery-style MIQ booking system that compounds planning uncertainties. 

NZ will have to ask itself the questions: 

- Can we make elimination work over the longer term, or will the broader health, social and financial costs 

simply prove too much?  

- Related to elimination, to what extent are we prepared to keep tight border protections in place (along with 

their costs) in order to better ensure success? 

Will we want to? 

Increasingly, the question will widen to whether elimination remains a desirable goal, particularly once vaccination 

rates are higher.  A recent NZ Herald-Kantar survey showed that 46% of respondents believed NZ should pursue an 

elimination strategy, 39% supported an elimination strategy until the vaccination rate reached 70%, 13% believed NZ 

should ‘learn to live’ with COVID, and 2% didn’t know. 

Those results show there is widespread support for continuing with an elimination strategy for the time being.  The 

results also suggest that, as vaccination uptake gets high, a majority of the population is likely to favour a move away 

from maintaining an elimination strategy. 

Elimination is like a genie in a bottle: once you let it out you can’t get it back in.  We are fortunate elimination is an 

option for NZ.  That does not necessarily mean elimination will be society’s collective view on what is optimal for NZ’s 

long-term future.   

Eliminating community outbreaks has brought huge benefits through limiting serious illness and death from COVID.  

But it is a strategy that has required considerable financial, health, and freedom sacrifices.  The higher those costs 

remain in the future, the less prepared society will be to bear them.  Society will need to debate and decide what is 

the appropriate way forward.  And the economy will adapt accordingly. 

  

https://www.nzherald.co.nz/nz/covid-19-coronavirus-delta-outbreak-nz-herald-kantar-poll-shows-what-new-zealanders-think-about-elimination-strategy/LVB5RB7NN3AODM5GT4DQRJHL7Q/
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