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PURPOSE OF REPORT

1. The purpose of this report is to discuss the applications and recommend allocation of the
$873,000 available for economic development initiatives from the Capital Endowment Fund
interest.

EXECUTIVE SUMMARY
2. (i) A sum of $873,000 is available for Economic Development initiatives bids put forward by
the Canterbury Development Corporation (CDC), Christchurch and Canterbury Marketing
(CCM) and the Council (CCC).
(i) All of the initiatives will contribute to the Economic Prosperity Strategic Directions.

(i)  Some initiatives need a funding commitment for more than one year.

(iv)  The staff recommendation provides for a balanced allocation to meet the objectives and
aspirations.

(v)  No guarantee can be given for future funding levels.

FINANCIAL AND LEGAL CONSIDERATIONS

3. The funds are provided for in the Annual Plan and are available for allocation.

STAFF RECOMMENDATION

It is recommended that the Council agree that the $873,000 be distributed as follows:

(a) CCC, $163,000 ($100,000 for one year) to assist with the development of a Council lead
Tourism Strategy and $63,000 for other Council lead economic development initiatives e.g.

concept work on new initiatives.

(o) CDC, $510,000 to be allocated as follows:

Film South $100,000
Aerospace $150,000
Business Retention/attraction $50,000
Workforce Development $60,000
Youth Enterprise $50,000
Apprenticeships $50,000
Advanced Network $50,000

$510,000

(c) CCM, $200,000 to meet obligations for the winter campaign already well in train.
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Please Note
Please refer to the Council Minutes for the decision


BACKGROUND ON THE DISTRIBUTION OF THE CAPITAL ENDOWMENT FUND INTEREST

4. The Capital Endowment Fund has been in place for several years now with the interest, after
provision for inflation adjustment, available for economic development and civic projects on a
70/30 split. Of the 70% available for economic development $1.5m has been allocated to the
Canterbury Economic Development Fund managed by the Canterbury Development
Corporation in accordance with criteria agreed by the Council following development by CDC,
CECC, CMA and Council staff. An amount of $873,000 remains available for allocation for
economic development purposes.

5. Historically the CDC and CCM have come to the Annual Plan meetings to request specific sums
for new initiatives in addition to the core funding provided to both organisations by the Council.
Both the CDC and CCM have been set up as independent organisations, governed under
charitable trusts with the key objectives of contributing to the economic growth and welfare of
Christchurch. In effect they are service providers to the Council delivering some of the
economic objectives of the Council and the city. In addition through initiatives by the Mayor, on
behalf of the Council, and the role of General Manager Strategic Development, the Council now
takes a more proactive role in leading some targeted economic initiatives. Historically budget
provision has not been made for these initiatives but as part of the 2005/06 allocation it is
recommended some funds be provided for this purpose.

Discussion
6. The Council uses a number of vehicles to deliver on its economic prosperity strategic direction.
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7. As a Council with a significant commercial arm in our holding company we are now moving

towards using our financial strength to lead more strategic economic initiatives to ensure
Christchurch enhances economic opportunities in the future. Without a strong economy it will
be increasingly more difficult to achieve the objectives of the other three strategic directions to
ensure Christchurch remains a great place to live. Some would say a strong, healthy economy
is a building block for the other “well-beings”.

8. The Council goals and objectives under Economic Prosperity state:
1. Develop business and other links to promote economic development that is consistent
with the needs of Christchurch people and environment.
2. Encourage business that provides high value jobs.
3. Enhance business activity in the city by investing in managing and encouraging provision
of infrastructure.
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4. Work in partnership with the business and education sectors to attract and train people
with diverse skills that meet businesses needs.

5. Use Christchurch’s special qualities to enhance economic activity and attract skilled
workers.
6. Promote environmentally sustainable business practices.

Bids Received from CDC and CCM

9. In February this year both the CDC and CCM presented to the Council on the initiatives and
additional funding requested for the 2005/06 year. The combined funds requested totalled
$2.075m made up as follows:

cbhC

Film South $150,000 ongoing

Aerospace $175,000 per year for 2 years

Cardwire $100,000 per year for 2 years

Business Retention/attraction $100,000 per year for 2 years

Workforce Development $100,000 per year for 3 years

Apprenticeships $50,000 per year for 3 years $675,000
CCM

Continuing and building on:

Domestic Campaign $1,000,000 ongoing
Event Marketing 250,000
Resident Marketing 150,000 $1,400,000

$2,075,000

10. The CDC bids are a mix of continuing and new initiatives as is the CCM bid. Some of these
initiatives were identified in key projects of the Prosperous Christchurch framework developed in
association with education, research and business organisations over the last 18 months. The
$1.0m domestic marketing campaign is a continuation of the campaign commenced in 2004/05
and builds on the $250,000 provided by the Council in the last Plan for this purpose. Discussion
with the CEO of CCM, lan Bougen, has identified the need for an ongoing contribution of
$750-$800k if we are serious about domestic marketing for the winter and shoulder seasons.
To continue the winter campaign this year, which is substantially committed, CCM need
$200,000. It is still too early to gauge the success of the campaign to date and whether a larger
investment will provide comparable ongoing dividends to Christchurch. Event Marketing and
Resident Marketing are not considered by staff to be a priority at this time.

11.  The original presentations made to the Council by the two organisations have been separately
for information.

12. It has been recognised for some time that a comprehensive tourism strategy needs to be
developed for Christchurch and Canterbury to ensure we are prepared for the continuing growth
in numbers projected, especially international visitors. This tourism growth will have a
significant effect on Council provided services as well as private infrastructure. In discussion
with the CDC and CCM we have agreed that some funds for consultant input should be
provided in addition to the staff resource from the three organisations who will contribute to the
strategy. The Council will take a lead role in driving this strategy development.

13. In making the 2005/06 allocation recommendation it should also be made clear to CDC and
CCM that the level of future contributions cannot be guaranteed and will depend on investment
returns and available funds given competing priorities.
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OPTIONS

14. There are several options available from giving all the available funds to one organisation, to
deliver outcomes to spreading the funds to defined projects in full or in part. Several of the
projects require a commitment for more than one year with the Domestic Marketing Campaign
likely to be ongoing for some time and potentially requiring more money than is available in the
future. Any decision made this year needs to reflect future requirements and expectations. In
reality there will be insufficient funds from this source to meet all requests so some prioritisation
by the Council will be required for some time into the future.

PREFERRED OPTION

15.  The preferred option is to allocate some funds to economic initiatives managed by each of the
three organisations. They all have different roles in delivering projects that contribute to the
Economic Prosperity Outcomes.
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