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INTRODUCTION

Hospitality New Zealand (Hospitality NZ) is a member-led, not-for-profit organisation
representing the largest membership group in New Zealand’s tourism industry. Hospitality NZ
has existed for 118 years and has been a friend of government throughout that time. We have
almost 3,000 businesses as members, including luxury lodges, motels, hotels, holiday parks,
backpackers, country hotels, cafés, restaurants, bars, nightclubs, and off-licences. These members
are predominantly small business owners.

Membership of Hospitality NZ is voluntary and is primarily funded by member subscriptions.
Through our advocacy and close working relationship with our members, we speak for and
represent the interests of the industry as a whole. To assist our voice in representing
accommodation members, we have recently launched the Accommodation Association of New
Zealand. We also provide a range of services to member through a team of Regional Managers
located throughout New Zealand. Hospitality NZ is led by Chief Executive, Julie White.

COVID-19 has heavily impacted the sector. We were among the first to be hit and will be among
the last to recover, especially given we are heading into a recessionary period. Additionally,
transitions in and out of Alert Levels place a heavy burden and uncertainty on everyday operation
of premises. The support of the wage subsidy was a life saver for most of our members, but other
schemes like the Small Business Cashflow Loan or the Business Finance Guarantee schemes have
fallen short of providing tangible support for much of the sector.

Prior to the 2020 Election, Hospitality NZ provided party candidates with ‘Let’s Talk Hospitality’,
outlining the sector’s top priorities for an incoming Government. We continue to support these
issues and have outlined them in greater detail in this briefing document.

Two specific points from ‘Let’s Talk Hospitality’ we wish to raise with relevant Ministers are as
follows:

Hospitality Industry Support Package

Hospitality NZ calls on Government to work with the hospitality industry to design and implement
a targeted support package to help businesses return to sustainable trade.

Much of the Government support initiatives have not been applicable to hospitality businesses.
Recent years have seen increased fees, regulation complexity, and poor Government policy
heavily impact hospitality business. Our members have upskilled themselves and their employees
where possible, created and implemented innovative cost-saving measures where available and
adapted to the changing environment to ensure their survival. Hospitality businesses will be able
to return to profitable trade post-COVID-19 but many need help to get there.

Minister of Hospitality

Hospitality NZ calls on Government to establish a Minister of Hospitality, with a dedicated
hospitality unit with MBIE.



The Food Services and Accommodation sectors generate over $14 billion in annual sales,
contributes over $6 billion to GDP, and employ over 170,000 people across 21,000 businesses.
Hospitality plays a critical role in New Zealand’s cultural fabric, economy and tourism industry.
Hospitality is not appropriately understood or valued within the government policy strategy.
Hospitality operates both a day-time and night-time economy. Development of concurrent
strategies, support systems and governance to support these individual economic contributors
will bring significant economic and employment benefits across many touchpoints.

This document further discusses, in no particular order, Hospitality New Zealand’s key issues we
wish to work with relevant Ministers in the Government on:

(1)

Supporting the Hospitality Workforce - encourage and incentivise hospitality career pathways
and invest in training for Kiwis in hospitality as quickly as possible to support a strong talent
pipeline. Hospitality businesses have consistently struggled to find the right staff and while
industry initiatives have assisted, more help from Government is needed.

Immigration - ensure that all industries have access to the required labour they need and
increasing the meaningful participation of New Zealanders in the hospitality sector. Current
government settings are exacerbating the sector’s existing skills shortage issues.

Local Government Funding - change the perception that hospitality, and businesses more
generally are an easy source of funds for local government, via targeted rates on commercial
businesses, or implementing bed taxes. There must be fairness in these funding mechanisms,
and they should be broad-based.

Local Alcohol Policies —apply LAPs consistently across the country, as they were written and
intended. Current time and cost requirements to implement an LAP outweigh the benefit,
especially as some councils look to include rules outside the remit of an LAP.

Online Travel Agents - regulate and resolve the issues surrounding OTAs, and conduct a
review into the narrow parity in contracts, that negatively impact both businesses and
customers. Significant market share of OTAs, the requirement for rates parity and the way
they treat GST has been a long-standing concern for accommodation members, who feel
disadvantaged by current settings together will miss leading marketing resulting in lack of
transparency for consumers.

Short Term Rental Accommodation (i.e.: AirBNB) - implement a national register. The STRA
sector needs consistent regulatory frameworks where building, health and safety, district plan
requirements are met and tax revenue is appropriately collected from these businesses.
Responsible Camping - develop and strengthen appropriate regulations for responsible
camping, and create infrastructure cost support for the future. Free camping is a major issue
where the infrastructure is inadequate, placing a considerable burden on local facilities and
the environment, and additional pressure on commercial accommodation operators (e.g.
campers using facilities at commercial venues that are intended for paying guests).

Class 4 Gambling - ensuring sustainable numbers of gaming machines, allowing for continued
financial support to community groups. Operators manage harm minimisation and the
continued drive to close venues pushes problem gamblers into the unregulated environment
online.



(1) SUPPORTING THE HOSPITALITY WORKFORCE

Responsible
Ministers and
relevant legislation

Minister of Tourism

Minister of Education

Minister for Social Development
Minister for Small Business
Minister for Immigration
Minister for Workplace Relations

Education Act 1989
Immigration Act 2009

Issues facing the
Hospitality Sector

The hospitality sector is experiencing growth on the back of a stable economy
and increased international and domestic tourism. To meet employee demand
and to ensure the hospitality sector continues to provide the high-quality
visitor experience we market to the world, there is a continued need for quality
training and education.

Traditionally, employment in the hospitality sector has largely been seen as a
vocation, an in-between sector. There are increasing concerns we will not be
able to adequately staff the sector unless we change perceptions and promote
hospitality and tourism as a viable and fulfilling career.

Issues the sector faces:

e Continually training and upskilling employees to attract and retain quality
people

e Facing significant shortages of appropriately skilled quality staff in the
sector - particularly in middle management and chefs

e Optimising productivity and profitability without adequately trained staff

Current Environment

The nature of the New Zealand hospitality sector is very different to Europe or
the US where hospitality is seen as a viable and fulfilling career option. This
corresponds to the training standards of those working in the sector.
Hospitality NZ recognised this some years ago advocating for vocational
training and the development of complimentary training opportunities to raise
the bar in the sector.

ServicelQ is the service sector’s current Industry Training Organisation (ITO)
and Hospitality NZ is a member of the board of the Hospitality Training Trust
that Service 1Q facilitates. However, change in this space is imminent with the
creation of the Workforce Development Councils (WDCs).

The sector has historically relied on a migrant workforce to fill skills gaps in
permanent roles, and while we continue to highlight the need for better
training for our domestic workforce, Hospitality NZ continues to advocate for
access to these employees to meet the ongoing demands of the sector.

The industry has led a number of partnerships to improve the training and
attraction of staff to the industry. Among these are Go With Tourism (receiving
$5.2million to rollout the programme nationally), and the Accor in-house




training scheme run in partnership with Ministry for Social Development.
These initiatives have been industry-led in an effort to lessen the reliance on
migrant labour. However, the industry still requires the support of Government
to continue to actively engage with the current and future domestic workforce.

Industry Views

Currently there is a shortage of employees who are appropriately trained and
work ready. COVID has not changed this reality. While the sector can often
find employees to fill the entry level roles such as servers and bar staff, there
continues to be a significant gap for roles such as Duty Managers, Managers,
Housekeeping staff and Chefs.

Young New Zealanders and those who may want a career change should look
to hospitality as a legitimate career option as it provides flexibility, excitement
and a wide range of work opportunities. The low barriers to entry mean that a
career in this sector can easily lead to business ownership or rapid career
progression.

Hospitality NZ needs Government to encourage and incentivise hospitality
career pathways and invest in training for Kiwis in hospitality as quickly as
possible to support a strong talent pipeline. There was already a significant
shortage of ready and appropriately skilled people available for the sector prior
to COVID-19. Tightened migrant labour restrictions have exacerbated this,
given the short amount of time employers have been given to find
replacements for these key staff and the inadequate talent pipeline into the
sector.

Attracting more New Zealanders into the industry is vital to its future. The
sector predicts it will take five years to fill the labour market skills shortage
left by migrant workers. Pathways need to include funding and development
of leadership, upskilling, resilience and mentoring programmes for small
business owners.

How Hospitality New
Zealand can work
with government

Hospitality NZ would welcome the opportunity to work with Government and

related parties to address legacy sector issues starting with:

e Shape vocational training, ensuring the industry has the best access to
trained staff via schools, polytechnics, private training providers and on the
job training

e Promote the hospitality sector as a legitimate and long-term career option
for students in secondary education

e Attract those returning to work or looking for a new career in the sector

e Develop - in line with the Governments policy on apprenticeships -
appropriate programs for New Zealanders to enter the hospitality
workforce “ready-to-work” leading to increased productivity.




(2) IMMIGRATION

Responsible
Ministers and
relevant legislation

Minister of Tourism

Minister of Small Business

Minister of Immigration

Minister for Economic Development
Minister for Social Development

Immigration Act 2009

Issues facing the
Hospitality Sector

Immigration and migrant workers provide important workforce support
and international skill sets to the New Zealand Hospitality and Tourism
industry.

Issues facing the sector include:

e Pre COVID growth in visitor numbers and New Zealand’s strong
economic position led to an increase in demand for hospitality and
tourism workers. We expect this trend to continue once international
travel resumes.

e There is a shortage of willing and able New Zealanders to fill
hospitality positions. The broad and rapid tightening of immigration
policy has not given the industry adequate time to train New
Zealanders for these jobs - the sector predicts it will take five years to
fill the labour market skills shortage left by migrant workers.

e Resolving issues around the management of the border is fundamental
to our industry’s ability to recover. The expansion of the current
Government-run quarantine programme is imperative and eminently
possible — with the private sector ready to assist.

Current Environment

Hospitality NZ has a membership of approximately 3000 who are part of a
wider industry of Accommodation and Food Service (AFS) businesses who
employ over 170,000 people.! These businesses and their employees are
an integral part of the New Zealand hospitality and tourism sector.

A significant number of those employed in tourism and hospitality
businesses were migrants. Given some of the skills gaps and shortages
the sector has faced for some time, they play an integral role in ensuring
our sector can deliver the high-quality experiences Kiwis and tourists have
grown accustomed to.

There is an ongoing and sustained demand for qualified and skilled work
ready hospitality staff. COVID has not changed this, but has put more
pressure on the industry, as the immigration tap has been turned off.

1 Statistics NZ, NZ Business Demography Statistics at February 2020




Industry Views

Migrant workers play an important role in the hospitality sector. Despite
growing unemployment, migrants fill our skills gaps within the industry.
This is particularly important in management positions such as Executive
Chefs and Restaurant Managers, as these industry professionals have
trained over the long-term to reach those roles, and can train staff to the
level now expected from patrons.

Current immigration changes reportedly reflecting an oversupply of
workers available according to Work and Income’s Skills Match report (in
roles such as cooks, housekeepers and waiters) do not accurately reflect
the state of the sector — many of our regions have long struggled to
attract staff from metro areas, and using national settings to determine an
oversupply simply makes things tougher for regional hospitality
businesses.

We recognise that shifting perceptions and attracting more New
Zealanders into the industry is vital to its future. The sector predicts it will
take five years to fill the labour market skills shortage left by migrant
workers, and to upskill and train more Kiwis. But the broad and rapid
tightening of immigration policy — along with ineffective classifications
using ANZSCO - has not given the sector adequate time to train New
Zealanders for these jobs, and thus migrants will continue to play a vital
role in the sector’s future.

How Hospitality New
Zealand can work
with government

Hospitality NZ would welcome the opportunity to work with you and
related parties to:

e Ensure regionally and sector specific demand for migrant workers is
factored into future policy.

e Ensure immigration settings are appropriately set so hospitality and
tourism businesses can attract and attain migrant workers when New
Zealanders are not available

e We recognise the immigration settings and demand for migrant workers
needs to be viewed in a wider context. The improvement of skills and
attraction of New Zealanders to hospitality is part of this discussion.

e Partner with recognize MSD’s Regional Labour Market Managers to
develop a sector-led approach to address the long-term skill shortage.

Please also see our briefing on Training and Upskilling in section 1 of this
document




(3) SUSTAINABLE LOCAL GOVERNMENT
FUNDING

Responsible
Ministers and
relevant legislation

Minister of Tourism

Minister for Economic Development
Minister for Small Business

Minister of Finance

Minister of Revenue

Minister of Local Government

Local Government Act 2002
Local Government (Rating) Act 2002
Freedom Camping Act 2013

Issues facing the
Hospitality Sector

Local councils have few options available to them in order to raise
additional revenue beyond domestic and commercial rates. In the last few
years, a number of local councils have proposed targeted rates or bed taxes
under the guise of funding tourism infrastructure and/or promotion.
Auckland introduced the Accommodation Provider Targeted Rate (APTR)
and Queenstown was steadily moving towards a bed tax prior to COVID
decimating bed nights in the town.

Targeted rates and ‘tourism’ or ‘bed taxes’ concern our members, who
assert:

e These unfairly place the burden of funding infrastructure or promotion
on just one part of the tourism/hospitality industry

e As ratepayers, businesses oppose increased rates to fund basic
infrastructure they may not receive a direct benefit from i.e.
infrastructure for freedom campers

e We would prefer to see Central Government funding of infrastructure,
where local councils are unable to fund it themselves.

e |f new funding schemes are required, there needs to be an emphasis on
broad-based levying. They need to be fair and equitable and all
businesses who will benefit from further infrastructure development
should contribute.

Current Environment

Prior to COVID, tourism was struggling to maintain social license in
communities - in part given the infrastructure pressure tourism growth was
placing on some regions. We recognise that tourism and hospitality use and
benefit from a wide variety of mixed-use infrastructure. We now have a real
opportunity to resolve some of these infrastructure issues and prepare for
the rebuild of the sector.




Ideally, the Government and industry should be investing in new facilities
and services that will meet the changing expectations of tomorrow’s
travellers.

Local Councils in some parts of the country have recognised infrastructure
funding is a significant issue and are working towards change, some
Councils are looking at targeted rates while others have openly criticised
the funding investment options put forward by the Government.

In 2019, Productivity Commission undertook its report into Local
Government Funding and Finance. The report recommended that “Better
use of existing tools and central government funds should be enough to
close the tourism funding shortfall. Given the small scale of the funding
gap, introducing new funding tools would incur significant implementation,
administration and enforcement costs and is unlikely to result in a net
benefit to councils.”

We endorse those sentiments - rather than introducing new tools that
target specific sectors, councils should make better use of existing tools to
achieve their goals.

Industry Views

Hospitality NZ believes a consistent and fair nationwide approach to the
funding of core infrastructure needs to be introduced.

Hospitality and accommodation sectors are viewed by local councils as an
easy source of funds, via targeted rates on commercial businesses, or
implementing bed taxes. Hospitality NZ opposes the introduction of bed tax
as it targets only those people staying in commercial accommodation.

If a targeted rate or visitor levy is deemed necessary, Hospitality NZ
believes these must be broad based taxes, and ensure that they are
appropriately designed, are fair and equitable to those contributing, have
community support, and are used solely for initiatives that benefit the
visitor economy. Alternatively, those funds raised must be ring-fenced and
used for the benefit of those contributing to the fund. However, Hospitality
NZ’s preference would be for any funding of tourism infrastructure to come
from a centralised pool.

Hospitality NZ recommends further consideration is given to implement the
Productivity Commission’s report findings.

How Hospitality New
Zealand can work
with government

Hospitality NZ would welcome the opportunity to work with you and
related parties to:

e Ensure local government infrastructure funding is delivered in such a
way that relevant and necessary infrastructure is built and funding
models are sustainable




Ensure funding decisions at local and central government level are fair
and equitable to those required to pay - recognising that much
infrastructure is in fact mixed-use.

Ensure the Government continues to make appropriate levels of
financial investment in the sector, representative of the positive
economic impact tourism and hospitality provide the country
Encourage private investment in tourism infrastructure, through
ensuring regulatory compliance costs are not prohibitive to investing in
local infrastructure

Prevent the proliferation of targeted rates throughout the country to
fund tourism.




(4) LOCAL ALCOHOL POLICIES (LAPS)*

*While the context of LAPs is within the Sale and Supply of Alcohol Act 2012, they represent one of
the larger issues within the Act.

Responsible
Ministers and
relevant legislation

Minister of Justice
Minister of Police
Minister of Health
Minister of Local Government

Sale and Supply of Alcohol Act 2012

Issues facing the
Hospitality Sector

Issues facing the sector include:

e The way councils have applied and implemented LAPs has been
inconsistent and poorly executed

e Approximately half of all councils have adopted an LAP. However, the
majority of these have been appealed by regulatory bodies or
commercial interests

e The financial cost and time burden of negotiating an LAP to both tax-
and ratepayers, and to businesses involved, is very high

Current Environment

LAPs adopted by territorial authorities, are able to:

e Limit the location of on, off and club licensed premises in particular
areas or near certain types of premises or facilities

e Limit further on, off and club licences in a particular area

e Restrict or extend the maximum trading hours set in the Act

e Recommend discretionary conditions to be applied to licences or kinds
of licences

e Impose ‘one-way door’ restrictions that would allow patrons to leave
licensed premises but not enter or re-enter during specified times

LAPs may apply to all types of licences (with the exception that the first
two bullet points above are not applicable to special licences). LAPs
cannot include policies on matters unrelated to licensing and must be
reasonable and consistent with the object of the Act. Once in place they
must be reviewed no later than every 6 years after coming into force.

Hospitality NZ has and continues to be actively involved in developing
LAPs, ensuring the sector, local communities and the viability of our
members have the best fit settings and rules governing the sale and
consumption of alcohol.

Hospitality NZ has actively contributed by submitting on all draft LAPs
throughout the country. Some Councils have opted not to introduce a LAP
and instead used the national default rules set out in the Act.
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Since the implementation of SSAA 2012 Act it has become apparent that
some Councils often attempt to include rules within an LAP that are
beyond their authority. This is a timely and expensive process.

The wider hospitality industry would like the process of LAPs to be either
repealed or significantly amended.

Within the current District Licencing Committees system, there is the
ability for each licence to have appropriate restrictions placed on it if
deemed necessary by the committee. A shift in the system whereby DLCs
administer appropriate restrictions would render the LAP process
unnecessary.

Industry Views

Hospitality NZ would welcome the opportunity to work with you and
related parties to:

e Ensure regulatory agencies enforce the Act as it was written and
intended, not attempting to use functions of the Act such as appeals to
meet their own policy preferences

e Consider appropriate amendments to the LAP system, cutting down on
the time and financial cost of implementation, and/or deferring to
DLCs to administer appropriate restrictions

e Ensure the industry and agencies work together to develop harm
reduction methods that promote cultural change in alcohol
consumption

e Mitigate further unnecessary expense being incurred by local councils,
associations and individual businesses in the establishment of LAPs

How Hospitality New
Zealand can work
with government

11




(5) ONLINE TRAVEL AGENTS (OTAS)

Responsible
Ministers and
relevant legislation

Minister of Tourism

Minister for Economic Development
Minister for Small Business

Minister of Finance

Minister of Revenue

Minister of Commerce and Consumer Affairs

Goods and Services Tax Act 1985
Commerce Act 1986

Issues facing the
Hospitality Sector

Online Travel Agents, such as Booking.com, Expedia and others are a
dominant force in the way consumers now book accommodation and
tourism experiences. The majority of the commercial accommodation
sector works with OTAs as individual operators simply cannot compete
with their global reach and online marketing presence. However, there
are concerns in a number of areas, including:

e The requirement for rate parity across all OTA websites (including an
individual business’s own website) as this restricts competitiveness

e The concern that, due to their strength in the market place, their
commission rates will continue to increase with the industry having no
ability to negotiate

e Accommodation providers effectively covering the GST bill for OTAs

e The narrow parity in contracts that negatively affects both businesses
and customers, must be addressed.

Current Environment

Booking.com and Expedia are currently the global leaders in the online
travel agent space. They have converted the OTA industry into a duopoly
(and have dominated the wider travel agent market) and the majority of
other online booking sites are owned by one of these two groups.

Many operators with less online capability, especially smaller
independently owned accommodation providers, see OTAs as a lose-lose
situation - they must be listed to gain access to their customer, but the
platform undercuts them on pricing. Operators feel exposed to the power
the OTAs have in the marketplace but also know that they are a necessary
sales channel to access customers.

Rate parity clauses

OTAs have the ability to drive the majority of bookings to a business and
allow for increased exposure in the current market. The downside is the
inability for businesses to directly compete, as businesses cannot advertise
on their own website a price lower than on an OTA site, due to rate parity
clauses in their contracts with OTAs. In 2016 these clauses were assessed
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by the Commerce Commission and deemed to be valid as long as there
was the ability of the business to advertise directly to customer physically
at the business and via databases to customers a lower price than the
OTAs. In reality however, these limited channels do not deliver the
quantum of business to a property to be able to compete with the OTAs.

GST

Another issue with for operators is that in most cases, OTAs avoid paying
GST. In New Zealand, accommodation providers pay GST on the full
amount advertised online. However, as the accommodation providers are
paying commission to OTAs, they are effectively covering the GST bill for
the OTA. (e.g. a room rate of $100 is sold on an OTA site. The amount
received by Hotel from the OTA after commission of 15% is $85. However,
the hotel must pay 15% GST on the original price of $100. Total room
revenue after tax and booking commission = $70.)

Commissions

Furthermore, commissions charged by OTAs have risen dramatically over
the last ten years. OTAs receive revenue via accommodation providers pay
per room sold via the site. These commissions have risen from 10 percent
to 15-30 percent in the last decade, although there is anecdotal evidence
that they are sometimes even higher than this. OTAs then spend a
considerable proportion of commissions they collect on metasearch and
Google rankings where they compete against the accommodation
providers paying them that commission.

Search Bias

Nearly 97% of the online travel market is controlled by two

companies. Consumers are led to believe they are comparing websites
where in fact, often belongs to the same owner. These two OTAs spent
US$10.6 Billion (globally) on marketing in 2018. Consumers unknowingly
are led to believe that search on OTAs results best fit to their preferences
- more often, the search results coincide with which properties yield the
highest commissions for an OTA (top listings in exchange for additional
commission, upwards of 30%, base commission plus surcharge). This is
sometimes labelled as “sponsored” but not always.?

Price Margin Discounting

Accommodation providers are being penalised from OTA’s price margin
discounting even though they have followed price parity. In the example
of Booking.com when their Price Quality Score (PQS) drops below 70%)
this triggers price margin discounting from OTAs. Consumers are
ultimately disadvantaged as the accommodation providers remove listing
and deny bookings (e.g. Nustay). Lack of transparency is resulting in
accommodation providers being penalised - listings for their property are
demoted in ranking/display as a penalty from offering lower rates

2 A famous case is Trivago being fined by the Australian Competition and Consumer Commission (ACCC) for
misleading customers. https://www.accc.gov.au/media-release/trivago-loses-appeal-after-misleading-
consumers-over-hotel-ads
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(unknowingly). Consumers perception is that accommodation providers
are “ripping them off” (as quoted by a HNZ member) when they have walk-
ins who then walk out as they feel they have not been quoted the correct
price.

Many large hotel chains and national governments have attempted to take
OTAs such as Expedia to court over things like GST and rate parity. A
French court recently fined Expedia €1 million and was ordered to cease
demanding ‘tariff parity’ from hotels. The decision was appealed, and the
Paris Court of Appeal found the parity clauses Expedia applied in contracts
with hotelier to be illegal.

Industry Views

Most businesses acknowledge OTAs are an essential visitor acquisition
channel. However, smaller operators are struggling to keep up with the
growth of the OTAs and the reliance their businesses have on this booking
channel.

Businesses would welcome a change to the rate parity clause and some
would like to see OTAs pay GST on commission.

How Hospitality New
Zealand can work
with government

Hospitality NZ would welcome the opportunity to work with you and
related parties to:

e Determine a way to fairly assess the international businesses who
provide these services and facilitate these transactions, both the tax
implications and the contractual requirements imposed on users of
these services

e Ensure New Zealand accommodation businesses treated fairly by
international third part service providers

14




(6) SHORT TERM RENTAL ACCOMMODATION

Responsible
Ministers and
relevant legislation

Minister of Tourism

Minister for Economic Development
Minister for Small Business

Minister of Finance

Minister of Revenue

Minister of Commerce and Consumer Affairs
Minister Workplace Relations and Safety
Minister of Building and Construction
Minister of Housing and Urban Development
Minister of Local Government

Goods and Services Tax Act 1985
Income Tax Act 2007

Resource Management Act 1991
Health and Safety at Work Act 2014
Building Act 2004

Innkeepers Act 1964

Issues facing the
Hospitality Sector

Similar to OTAs, the significant growth in short-term rental
accommodation (STRA) through providers such as AirBnB or Bookabach,
has raised a number of concerns for the sector, including:

e Peer to peer accommodation providers, particularly if they are
operating in a highly commercial way, are often not meeting the
regulatory requirements under the Building Act, taxation, health and
safety or local government district plans that commercial
accommodation providers are required to adhere to. Some of these
regulations incur significant costs to businesses and this can create an
imbalance in competition.

e In some parts of the country, the preference for rental property owners
to convert to AirBnB or similar, is resulting in a lack of available long-
term rental accommodation for workers and families

Current Environment

Networked online accommodation businesses such as AirBnB are a
relatively recent phenomenon, although smaller local sites like Bookabach
have been around for many years. The rapid growth of AirBnB has now
made them a serious nationwide and international competitor for the
commercial accommodation sector with important consequences for
tourism and for tourist destinations. Rapid visitor growth and a lack of
commercial accommodation development in many of the busiest tourist
regions has also created increased demand for this type of product.

Traditional accommodation operators are seeking a fairer playing field
with regard to commercial vs non-commercial rates and regulation. STRA
operators do not require the same building and operational compliance
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Current Environment
continued

and therefore, do not attract the associated costs that commercial
accommodation providers do. However, they do benefit from things like
tourism promotion which is often funded from the tourism and
accommodation sector. STRA operators also have an impact on the
communities they operate in, contributing to housing shortages, noise
impacts and loss of community.

Some Councils such as Rotorua and Queenstown have made moves to
define STRA accommodation in their District Plans, so these providers -
when occupied above a certain number of visitor nights - are deemed to
be commercial operators and would be subject to commercial rates and
regulations.

Some Councils are not interested in increasing compliance costs on rate
payers. Also, the perceived cost to Council to enforce these rules is often
used as an excuse not to implement bylaws.

Industry Views

Hospitality NZ believes the Government needs to acknowledge, regulate
and create a framework for the STRA sector. Rebuilding post-COVID-19
requires every sector to do their fair share.

There is a growing inequity in the regulation of short-term and long-term
accommodation. Stats NZ estimated that for 2018, STRA gross revenue
was between $550-$700 million, with guest nights between 6-10 million.

The STRA sector operates mainly in residential areas, only pays residential
rates, operates with less regulation, and often escapes appropriate
taxation. Where councils have tried to regulate STRA operators, barriers
for regulation include identification of STRA properties, lack of
cooperation in data capture from operators and booking platform
providers, and consistent regulation between local councils.

As more people look to non-traditional STRA, safety standards, hygiene
standards, and contact tracing becomes significant guest care factors and
priorities post-COVID-19. We face negative impacts of an unregulated and
substandard product offered to both local and international visitors.

Hospitality NZ alongside other sector associations submitted a letter to
MBIE in July 2020 recommending a compulsory registration/data sharing
system that allows for information collection from all operators of STRA
and a consistent national regulatory framework.

How Hospitality New
Zealand can work
with government

Hospitality NZ would welcome the opportunity to work with you and
related parties to:

e Define commercial accommodation in a way that captures people who
are benefiting from STRA house letting on a commercial level

e Ensure tax revenue is appropriately collected from these businesses

e Ensure appropriate health and safety and compliance requirements on
peer to peer house letting is set at a national level, removing the need
for local councils to come up with the rules

e Move towards fair regulation of STRA operators
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(7) RESPONSIBLE CAMPING

Responsible
Ministers and
relevant legislation

Minister of Local Government
Minister of Conservation
Minister of Internal affairs
Minister of Tourism

Freedom Camping Act 2011

Issues facing the
Hospitality Sector

The activity of free camping is staying at a place that is not an official camp
site, in a tent, caravan, campervan / motorhome.

e [nability within current legislation to ban freedom campers in a district

e Lack of enforcement of current bylaws by local authorities

e Reduction of amenity values of tourism areas through lack of facilities

e Illegal use by freedom of facilities owned by camping grounds and other
accommodation

Current Environment

Freedom camping has been a part of New Zealand culture for many years.
However, in recent years, freedom camping has attracted more attention
as international tourism numbers have grown, and communities have
expected higher standards from both domestic and international tourists.
The proliferation of non-self-contained freedom campers parking up in
non-compliant spots around the country has increased to the detriment of
local’s perception of visitors, the environment and to other visitors using
these facilities.

The number of international visitors who did some freedom camping in
New Zealand has been rising recently, from 54,000 in the year ended 2013
to around 123,000 in the year ended 2018. This followed a period of
moderate growth from around 10,000 visitors at the beginning of the
2000’s. Total estimated spending by visitors who did some freedom
camping has also increased significantly in this period, from $210 million
in 2013 to $540 million in 2018. The growth in numbers and spending
from this group of visitors followed a similar pattern to that seen for total
international visitors. However, even with this increase, only 3.4 per cent
of visitors to New Zealand did some freedom camping in 2017 and 2018.

The definition of "self-contained” now means freedom campers wanting to
stay in restricted areas will need a toilet that can be used inside the
vehicle even when the bed is made up.

Industry Views

The wider industry feels their local councils need to do more to control
this issue and are also concerned about the damage being done to scenic
spots due to lack of appropriate facilities. When left unmanaged it effects

18




the amenity of an area negatively through rubbish, waste and congestion
in public areas.

Direct effects can be seen on smaller accommodation providers where
freedom campers have the ability to stay in areas where no clear local
rules have been established. Therefore, having the ability to stay centrally
in their vehicles as opposed to staying at small to medium sized
accommodation.

The Tourism Infrastructure Fund (or Toilet Infrastructure Fund) put public
bathrooms in many popular tourism spots, and unintentionally created
places where people could freedom camp - some of which were only a
few kilometres from a holiday park. We do not believe this contributes to
the type of high value visitor we want.

Businesses primarily impacted are holiday parks as these freedom campers
would traditionally have stayed in these facilities. Currently issues for
holiday parks include freedom campers using facilities without paying.

Hospitality New Zealand calls on Government to develop and strengthen
appropriate regulations for responsible camping, and create infrastructure
cost support for the future.

Free camping is a major issue where the infrastructure is inadequate. This
places a considerable burden on local facilities and the environment.
Additional pressure on commercial accommodation operators is apparent
(e.g. campers using facilities at commercial venues that are intended for
paying guests).

How Hospitality New
Zealand can work
with government

Hospitality NZ would welcome the opportunity to work with you and
related parties to:

e Facilitate a meeting with the Responsible Camping Forum of which
Hospitality NZ is @ member. The Forum is a group of industry bodies
who advocate for the effective management of freedom campers and
it looks forward to assisting in feeding industry views into future
Government decision making on this issue.

e Have local authorities take greater leadership in managing the
locations where freedom campers can operate. This can be assisted
with the help of Central Government giving councils appropriate tools
to manage the situation.

e Assist local councils in the implementation of freedom camping
bylaws through clear, honest, pragmatic consultation and feedback
during its development

e Ensure central Government has a strategy to acknowledge the growth
in freedom camping, also that it is accommodated but not to the
detriment of other visitor experiences and other accommodation
providers (i.e. Motels and Holiday parks).
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(8) CLASS 4 GAMBLING

Responsible
Ministers and
relevant legislation

Minister of Internal Affairs
Minister for Sport

The Gambling Act 2003

Issues facing the
Hospitality Sector

The Class 4 Sector continues to face issues regarding:

e Infrastructure decline due to wider implementation of ‘sinking lid’ policies

e Despite 100% of profits being distributed or applied to community
authorised purposes, and wide promotion of harm minimisation initiatives,
a continued negative perception of Class 4 Gambling

e Areliance on cash payments

e Policy being driven by ideological preferences rather than empirical
evidence.

Current Environment

Class 4 gambling relates to gaming machines hosted in pubs, clubs and TAB
venues. This is an intensely regulated gambling type and an efficient and
effective vehicle for raising and distributing funds to communities.

Class 4 societies must distribute or apply 100% of profits to community
authorised purposes. Some $345 million was applied or distributed to
recipients in 2019. In addition, the sector contributes $290 million per year to
government revenue, through Gaming Duty and GST.

The sector has suffered a huge infrastructure decline, particularly in the
regions, since the implementation of the 2003 Act. Class 4 societies reduced
from 106 in 2003 to 34 in 2020 (-67.9%); venue numbers decreased in the
same period from 2122 to 1074 (-49.4%); and machine numbers reduced from
a peak of 25,221 to 14,847 (-41.2%).

This has led to a major loss of fundraising capacity. Funding from non-club
societies reduced from $389 million in 2004 to $304 million in 2019 in real
terms - a decline of -22% or an inflation adjusted decline of -42 %.

A 53% ($8 million) hike in requlatory fees and increased minimum distribution
rates from 1 February 2016, together with annual incremental increases of 5%
until 2020, exacerbated the decline.

The COVID-19 response has impacted significantly on class 4 due to its reliance
on the hospitality sector, which was disproportionately impacted by the
lockdown response. Although the longer-term impacts on community
fundraising are uncertain, class 4 gaming machine proceeds (GMP) for the
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quarter ended 30 June 2020 fell by $121.5 million (-51%) from the same period
in 2019, representing potential losses to the community of $48 million.

Unregulated online gambling poses a major risk to the class 4 sector and to
community funding in general. The government suggests more than $300
million is lost annually to offshore gambling, with no return to the local
community, or to government revenue via taxes or duties.

Despite the systemic dismantling of the class 4 sector since 2003, there has
been no detectable change to the problem gambling rate in New Zealand,
which is among the lowest in the world (0.2% of people aged 18 years and
over).

The class 4 sector contributes more than $9.54 million annually in problem
gambling levies (of a total $20 million across regulated gambling types). This
money is directed to Ministry of Health initiatives over which there is little
visibility to the sector or public generally.

Class 4 gambling is conducted in licensed, controlled and supervised
environments and many societies have implemented, at their cost, facial
recognition and other technology solutions for managing exclusion of problem
gamblers from venues, with no offset from the gambling levy or minimum
return requirements. Additionally, most societies apply considerable resources
to training venue staff on minimising harm from gambling and host
responsibility generally.

The sector continues to take the lead on harm minimisation initiatives, having
spear-headed the development of a national database of excluded players,
which was implemented by the Ministry of Health in mid-2020. This holds data
on around 800 unique individuals who have either chosen to be excluded from
one or more class 4 venues or who have been unilaterally excluded by venues
due to them exhibiting symptoms of gambling harm.

The long-term future of the sector remains vulnerable to environmental and
political factors. Local government policy driven by ideology rather than
empirical evidence has played a major part in the loss of industry
infrastructure, which is more exposed than ever from external shocks,
including the economic recession and COVID-related impacts, demographic
changes and changes to consumer gambling preferences, such as a significant
drift to on-line gambling.

The class 4 sector’s reliance on cash payments is at odds with the general
consumer preference for non-cash payments, more recently accelerated by the
COVID response. Banks are increasingly withdrawing safe cash-handling
practices, which creates significant risk for venue staff, whose businesses rely
on cash. The sector seeks urgent, effective regulatory reform to allow for
cashless transactions in class 4 venues.

Industry Views

Meaningful sector input to DIA policy and planning initiatives
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Hospitality NZ's priority, in partnership with the Gaming Machine
Association of NZ (GMANZ), is to promote meaningful collaboration
between the sector and the Department of Internal Affairs as regulator to
ensure that the community funding model, which is unique to New
Zealand, remains sustainable; that the regulatory framework remains fit for
purpose; and to prevent the unintended consequences of ill-considered
regulatory reform.

In particular, we seek input to the replacement of the legacy Electronic
Monitoring System (EMS), including any interim solution, and the proposed
new licensing/compliance platform (G2020), in light of their potential
impact on society and regulator costs and efficiencies.

Management churn and continuity of technical expertise

The Department has been beset by churn of key personnel at levels that
limit effective liaison between the Department and the regulated sector on
key matters. Key areas of risk are the loss of investigative experience and
machine technical expertise essential to the proper functioning of gaming
operations.

This lack of continuity and relevant expertise has impacted efforts to
achieve regulatory change, with almost dire consequences arising from the
initial COVID-19 lockdown response, due to the prohibition on societies
holding cash reserves. The sector was grateful for the Ministerial response
that led to a satisfactory regulatory solution.

The council-central government divide

There is little if any effective interaction between the Department as the
regulator of class 4 and local councils, which have limited powers to set
local gambling policy and which, through liquor licensing controls,
arguably overreach their powers in order to limit class 4 gambling.

There is a disjunct between the government’s stated quest for
sustainability of the class 4 funding model and local government policy
directed to reducing if not eliminating gaming machines. Local councillors
lack the skills or political will to make objective policy decisions on
gambling. In the key centres of Wellington, Christchurch and Auckland we
have observed behaviour that suggests predetermination and a failure to
balance evidential data, to the detriment of local community groups. Those
decision-makers seem unconcerned that the communities they serve
derive significant benefits through class 4’s funding of local sports
infrastructure, cultural, educational and other purposes.

Need for a new regulatory lens

Class 4 societies are not-for-profit entities, yet the New Zealand regulatory
framework is arguably the most stringent applying to any gambling type,
even those that operate for commercial profit. From a consumer preference
perspective class 4 gambling risks falling behind other gambling types, due
to maximum prize limits that have not increased since the 1980s. Online
games in comparison offer higher maximum bets and larger prizes than the
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machines operated in the physical environment, without the physical
supervision prescribed by regulation.

e The current regulatory framework needs reviewing to ensure a level
playing field while removing obstacles to class 4 sector sustainability, such
as outmoded licensing processes that deliver little benefit when compared
to their cost.

How Hospitality New
Zealand can work
with government

Hospitality NZ, in partnership with GMANZ, would welcome the opportunity to
work with you and related parties to:

e A review of the regulatory framework, having regard to the need to level
the playing field between regulated gambling types and with a view to
reducing unnecessary regulatory costs, including introduction of cashless
payments, in line with consumer preferences in a post-COVID environment,
and noting moves by at least one major bank to withdraw cash depositing
services.

e Regulation of all online gambling accessible to New Zealand-based
gamblers. Providers of regulated online gambling should be non-
commercial, based in New Zealand and required to return or apply funds
for the benefit of the local community at similar rates to the minimum
return requirements applying to the class 4 sector.

e Avregulatory environment that facilitates the identification and trialling of
new technology to support harm minimisation and health and safety for
class 4 venues, including funding options for implementation, including an
ability to offset these costs e.g. by reducing minimum return requirements
or via the problem gambling levy.

e Scoping of the proposed 2021 fees review to address the over-recovery of
monitoring, licensing and compliance costs implemented in 2015. The
sector seeks effective input as to changes to the current regulatory model
which reduce costs while promoting effective and efficient regulation.

e Areview at central government level of the interaction of the requirements
for issue and renewal of liquor licences under the Sale & Supply of Alcohol
Act 2012 and the prime business assessment under the Gambling Act 2003.
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(9) HOLIDAYS ACT 2003

Responsible
Ministers and
relevant legislation

Minister for Workplace Relations and Safety
Minister of Small Business

Holidays Act 2003

Issues facing the
Hospitality Sector

The hospitality sector is a 24/7 operation. Our members do not operate
‘standard’ hours - five-days, 40 hours a week, Monday to Friday, 9am to
5pm - but have necessarily diverse working arrangements to operate
when best suits customers to visit their premises. In line with this, their
employees do not work a standard working week. Many will work across
the midnight delineation of a “day”, and many will work varying hours,
days, or times of day across any given week or month.

We are of the view that the Holidays Act 2003 is designed with ‘standard’
hours in mind. The Act lacks specific prescription, is too complex, and has
lack of clarity in relation to the specific terms used within. This has
created confusion and frustration for our sector as our members do not fit
neatly into that box, and has presented inconsistencies in the way it is
applied.

Current Environment

In 2018, the Government established a “Holidays Act Taskforce” to review
the Holidays Act 2003. We made a substantive submission to the
Taskforce outlining and giving examples of the issues our members face
with the current legislation but to date, and to the best of our knowledge,
the review has not progressed any further - it is our opinion that the
Holidays Act 2003 is in urgent need of review and simplification.

Our members, for the most part, do not have the capacity to employ an in-
house payroll specialist or human resources specialist adviser. Most of our
members are also owner/operators - meaning they rely on a payroll
system to appropriately accrue and calculate the various requirements of
the Act.

Of particular note, many of our members seek assistance with public
holiday entitlements and payments, and need to do so every year.
Particularly for those that fall on a weekend, and are also “Monday-ised” -
and in some cases “Tuesday-ised”, (Christmas and New Year, for example),
or when an employee works across midnight into a public holiday. These
aspects are particularly confusing due to the flexible and variable working
arrangements that our member businesses need.

The application of the Holidays Act 2003 across the nature of the
hospitality workforce is not fit-for-purpose.
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Industry Views

Sick leave

Members, and importantly, their employees, have long commented that it
is not fair or appropriate that five days sick leave applies to all employees,
regardless of how many days a week (or hours per week) that they actually
work. Under this scenario, an employee who works one day per week is
entitled to five days sick leave as is someone who works five or even six
days per week.

Some of our members have recommended that sick leave should be set on
a pro-rata basis.

Public holidays

It is generally considered that public holidays run from midnight to
midnight. The Act does not appropriately address, or allow for, scenarios
where an employee works across midnight, which is a regular occurrence
for those in hospitality, accommodation, and tourism.

Currently, this issue has to be looked at in two entirely different ways
depending on whether an employer is calculating Public Holiday
entitlements, or whether calculating for any of the other types of leave,
and whether or not an employee ‘normally’ works after midnight. This are
complex issues and specific examples of these are contained in the
attached submission.

Easter Sunday

Easter Sunday is not a public holiday; however, it is a restricted day under
the Sale and Supply of Alcohol Act (SSAA). This causes problems whereby
trading must cease by midnight of the Saturday, and normal trading is not
permitted on the Sunday. Many of our members, therefore, do not open on
Easter Sunday. However, this raises issues with employee’s entitlements
and their expectations, along with the general public, as Easter Sunday is
often confused and mistakenly believed to be a public holiday.

This situation is another whereby those who work a standard Monday to
Friday week receive a public holiday on Easter Monday, but those who
work weekends do not get a public holiday. It is arguable that those who
do not work a standard Monday to Friday week are penalised by SSAA’s
restricted trading provisions on a day that is also not a public holiday.
One extremely efficient solution to this would be to repeal the restricted
days from SSAA.

How Hospitality New
Zealand can work
with government

Hospitality NZ would welcome the opportunity to work with you and
related parties to:

e Ensure the imminent review of the Holidays Act 2003 considers its
application to businesses that operate ‘non-standardised’ hours.
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