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About Hospitality New Zealand:

Hospitality New Zealand (“Hospitality NZ”) is a member-led, not-for-profit organisation
representing approximately 3,000 businesses, including cafés, restaurants, bars, nightclubs,
commercial accommodation, country hotels and off-licences.

Hospitality NZ has a 121-year history of advocating on behalf of the hospitality and tourism
sector. We work tirelessly on behalf of our members to promote the industry, partner with
government to prevent restrictive legislation, protect commercial interests and to spearhead
innovation for a sustainable future.

As the trusted body, we seek to unlock the industry’s full potential as a significant engine for
growth in the New Zealand economy and to ensure that the industry’s needs are represented
by engaging with the Government and wider industry.

Hospitality NZ also administers the Accommodation Association NZ. The purpose of the
Accommodation Association is to ensure that the accommodation sector is well understood
by central, local government and regulators.

This submission relates to the Review into the Future of Local Government.

Enquiries relating to this submission should be referred to Sam MacKinnon, Senior Policy
Advisor, at sam@hospitality.org.nz or 021 026 72441.

Overview:

10.

Hospitality New Zealand welcomes the opportunity to comment on the report.

Hospitality is important to local communities. We offer vibrant and diverse options for
dining and drinking, enhancing any community’s quality of life and visitor experience. We
provide safe and responsible accommodation options that contribute as rate-paying
businesses to the local economy. We present job creation, development opportunities and
career pathways for young people joining the workforce. And we support entrepreneurship
through small business ownership in local communities.

We value strong relationships with local government as key partners. As with Central
Government, the industry by and large looks to local government to set the right parameters
to inspire business confidence, attract skills and investment to their region.

While ratepayers across the spectrum may have different views on the role of local
government and where a council’'s energy should be placed, a consistent theme is concern
over increasing rates. Certainly, many are questioning if they receive a better set of services
or benefit derived from increased costs. Furthermore, and extenuating circumstances aside,
it is especially apparent in some parts of the country that large rates increases at present are
a result of past councils underinvesting in core infrastructure and needing to raise funds
quickly.
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11.

12.

13.

The business sector pays around one-third of the country’s rates bill and this is largely
disproportionate to the level of services received. The widespread use of
business/commercial rating differentials is often used as a way to keep residential rates
increases lower, and where councils have agreed to reduce the differentials, they have often
been tardy in doing so, tending to incremental change due to “expenditure pressures”.

Other common concerns expressed by the business community include the role and
functions of local government (power of general competence), funding allocation
mechanisms and mix (including transparency and caps), size of local councils (including the
potential for economies of scale), and issues arising from central government’s imposition of
further costs via regulation.

Hospitality New Zealand is a member of both Business NZ and the Local Government
Business Forum. We support their submissions and have opted to make comments regarding
specific aspects of the report most relevant to Hospitality New Zealand rather than comment
on each section.

Specific Comments:

LOCAL GOVERNMENT AS CHAMPION AND ACTIVATOR OF WELLBEING

That local government, in partnership with central government, explores funding and

resources that enable and encourage councils to:

a. lead, facilitate, and support innovation and experimentation in achieving greater social,
economic, cultural, and environmental wellbeing outcomes

b. build relational, partnering, innovation, and co-design capability and capacity across
their whole organisation

¢. embed social/progressive procurement and supplier diversity as standard practice in
local government with nationally supported organisational infrastructure and capability
and capacity building

d. review their levers and assets from an equity and wellbeing perspective and identify
opportunities for strategic and transformational initiatives

e. take on the anchor institution role, initially through demonstration initiatives with
targeted resources and peer support

f.  share the learning and emerging practice from innovation and experimentation of their
enhanced wellbeing role.

What feedback do you have on the roles councils can play to enhance intergenerational
wellbeing?

What changes would support councils to utilise their existing assets, enablers, and levers to
generate more local wellbeing?

14. While Hospitality NZ can sympathise that local government needs to reassess what function

it can play with proposals in play to reduce their role in some areas, we are not convinced
that ‘wellbeing’ should become a core deliverable of local councils.



15. In our view, local government can further support wellbeing by setting the right parameters
to inspire business confidence and investment, manage down compliance costs and not
look to commercial ratepayers to smooth rates increases to households.

16. For hospitality, we know our sector provides many with a strong sense of social cohesion
and community connectedness. International research identified that two-thirds (66%) of
adults surveyed across 10 countries said the closure of hospitality venues during the
pandemic negatively impacted the social and mental wellbeing of the general population.
Almost half (45%) say their own social and mental wellbeing has been negatively affected
by the closure of hospitality venues.! Supporting hospitality precincts, managing urban
safety and recognising the value hospitality brings to communities will in turn support
wellbeing.

17. We support BusinessNZ’s sentiments: “Local government has a vital role to play in advancing
New Zealanders’ the overall well-being. However, that role is not all-encompassing but
must be established on a principled basis and properly circumscribed. [It is] desirable for
local government to focus on the provision of local public goods, since, as noted, it is likely
their provision will otherwise be inadequate.”

A STRONGER RELATIONSHIP BETWEEN CENTRAL AND LOCAL GOVERNMENT

As we work towards our final report, we want to consider the merits of the different examples.
We are interested in your views as to how to rewire the system of central and local government
relationships through developing an aligned and cohesive approach to co-investment in
local outcomes.

To create a collaborative relationship between central and local government that builds on
current strengths and resources, what are:

the conditions for success and the barriers that are preventing strong relationships?

the best options to get there?

the factors in place now that support genuine partnership?

the elements needed to build and support a new system?

potential pathways to move in that direction and where to start?

the opportunities to trial and innovate now?
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How can central and local government explore options that empower and enable a role for
hapd/iwi in local governance in partnership with local and central government? These options
should recognise the contribution of hapd/iwi rangatiratanga, kaitiakitanga, and other roles.

18. Central government’s ability to use an unfunded mandate to impose additional costs on
local government and therefore ratepayers, without the ability to scrutinise or provide
feedback, presents a core issue in the relationship - and at times lack of trust — between
central and local government.

1 “Insights: The value of hospitality venues to social and mental wellbeing”, International Alliance for

Responsible Drinking, October 2021.
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20.
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The impact of central government decision-making, adding local government costs which
are inevitably passed onto ratepayers should be addressed. While some of these decisions
have merit, the principle of reducing local government funding decisions can have adverse
effects on community autonomy (local decisions made locally).

Hospitality NZ therefore supports the Draft Report’s recommendation that unfunded
mandates should stop, and further consideration of a local government compensation
regime.

With regard to opportunities to trial and innovate now, we strongly recommend the
widespread adoption of Business Connect to join up central and local government service
delivery. The platform is a tool for all of government to use and is designed to make it easier
for businesses while also saving councils and central agencies money and time. For our
membership this increases efficiencies around liquor license and food safety renewals, but
Business Connect has the potential for much wider applications across central and local
government.

EQUITABLE FUNDING AND FINANCE

That central government expands its regulatory impact statement assessments to include
the impacts on local government; and that it undertakes an assessment of regulation
currently in force that is likely to have significant future funding impacts for local
government and makes funding provision to reflect the national public-good benefits that
accrue from those regulations.
That central and local government agree on arrangements and mechanisms for them to co-
invest to meet community wellbeing priorities, and that central government makes funding
provisions accordingly.
That central government develops an intergenerational fund for climate change, with the
application of the fund requiring appropriate regional and local decision-making input.
That central government reviews relevant legislation to.
a. enable councils to introduce new funding mechanisms
b. retain rating as the principal mechanism for funding local government, while
redesigning long-term planning and rating provisions to allow a more simplified and
streamlined process.
That central government agencies pay local government rates and charges on all properties.

What is the most appropriate basis and process for allocating central government funding to
meet community priorities?

22.

23.

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.

As outlined above, we agree with the Draft Report’s recommendation that unfunded
mandates should stop. We also strongly support the report’s recommendation that Central
Government agencies should pay local government rates and charges on all properties.



24.

New funding tools have the potential to be a positive development, but there is a risk that
they are used to raise funds without proper allocation, ring-fencing (if from a specific group
for a particular purpose), or defined use.

Differential and targeted rating

25.

26.

27.
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30.

Business differentials in their current form often don’t see commercial ratepayers receive
more or better services despite a higher contribution. Differential and targeted rating
should only be permitted where a clearly identified community (such as a remote rural area)
is provided with a distinctly different level of public goods from that of other ratepayers and
the differential or targeted tax reflects the difference in the level of service supplied. There
should also be an objective test for benefits received to ensure a consistency of approach.
Rating differentials, if used at all, should be used sparingly not, as some councils have done,
as a general revenue raising device, on unprincipled and unsubstantiated grounds.

Sometimes differential rating is applied to the business sector on the unsubstantiated
ground that the business sector benefits proportionately more from council services.
Despite a lack of evidence that this is the case, councils continue to persist with differentials
because they can, and it can help keep residential rates increases lower. Where councils
have agreed to reduce such differentials, any reduction has generally proceeded as slowly as
possible, councils being mindful not to upset the many residential ratepayers who enjoy the
advantage of a lower rates burden courtesy of the business sector.

In the tourism space, much has been made of funding tourism infrastructure and attraction.
For regions like Mackenzie District, overnight stays outstripped local residents, creating
issues for raising funds to build infrastructure supporting tourism. In this case the Tourism
Infrastructure Fund was set up to help those councils in such a position.

Other councils however have ploughed ahead with targeted rates, specifically aimed at
accommodation, in an attempt to raise additional funds - the two main examples being
Auckland and Queenstown. Bed taxes are an imperfect mechanism for New Zealand given
commercial accommodation providers only provide a portion of total guest nights in any
given region (Airbnb or freedom campers are often unaccounted for), don’t take into account
elasticity of pricing (variable room rates), and fund activities that benefit a broader base of
people.

(It is worth noting that Auckland’s Accommodation Provider Targeted Rate was paused due
to Covid and is in the midst of court proceedings, and Queenstown Lakes plans to proceed
with a bed tax have also paused due to Covid.)

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.”
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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. Hospitality
NZ opposes the introduction of bed tax as it targets only those people staying in commercial
accommodation.

Rating Exemptions

32.

33.

Hospitality NZ supports the Draft Report recommendation that government pay rates,
alongside all other ratepayers.

There is a long list of land that is exempt from rates. For some local authorities, especially
those with large areas of DOC estate, this can be a considerable proportion of the total land.
These exemptions mean there is a narrower rates’ base and place a greater burden on those
that must pay rates. It is particularly unfair that the Crown makes no rates contribution,
especially as local authority infrastructure and services can be put under severe pressure by
visitors attracted to national parks and other reserves.

Other Funding Opportunities

34.

35.
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A particular area of missed opportunity for increasing local government funds is short-term
rental accommodation (STRA).

The significant growth in STRA through providers such as Airbnb or Bookabach, has raised a
number of concerns for the accommodation sector, particularly relating to the fact many
peer-to-peer accommodation providers are not required to meet the same regulatory
requirements of traditional accommodation providers, presenting an uneven playing field.

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
and lack of cooperation in data capture from operators and booking platform providers. 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, and impacting on the community feel of suburbs.

At a central government level, we are advocating for the creation of a national register of
short-term rental accommodation properties, and ensuring 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 and moving towards fair
regulation of STRA operators.

Hospitality NZ believes proper identification of these properties, especially those essentially
functioning as commercial operators, will allow them to be appropriately rated and provide
some additional revenue generation for local government.

Conclusion:

39.

Hospitality NZ thanks the Future for Local Government Review Panel for the opportunity to
comment on the report.



