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15 December 2020

Hon David Parker

Minister for the Environment
Parliament Buildings
Wellington 6160

Via email: david.parker@parliament.govt.nz

RE: CONTAINER RETURN SCHEME DESIGN PROCESS

Tena koe Minister,

Hospitality New Zealand (Hospitality NZ) is a member-led, not-for-profit organisation representing over
3,000 businesses, ranging across cafés, restaurants, bars, nightclubs, commercial accommodation,
country hotels, and off-licences. We have a 118-year history of advocating on behalf of the hospitality
and tourism sector. We recently launched Accommodation Association New Zealand as a division of
Hospitality NZ, representing close to 1000 commercial accommodation businesses, ranging from
hotels, motels, holiday parks, backpackers, luxury lodges and apartments.

We are writing to you to express our concern on the process of developing a Container Return Scheme
(CRS) for New Zealand.

Firstly, we are disappointed that Hospitality NZ was not consulted or given the opportunity to provide
feedback during the CRS design process. Our understanding from discussions with stakeholders on the
design working group is that hospitality was largely forgotten in the modelling or consideration of how
such a scheme would work. There are 22,800 enterprises in over 23,300 geographic locations in the
food and beverage/accommodation sector. These venues all have beverage containers of some sort,
and were not given the opportunity to outline how such a scheme may work in their businesses, the
additional costs they may incur and provide feedback as a vital part of the recycling supply chain.

Secondly, we are concerned that there was a seemingly pre-determined outcome to the entire process.
The CRS design process was initiated prior to it being determined whether or not beverage containers
were deemed a Priority Product under the Waste Minimisation Act (and therefore necessitating a
mandatory Product Stewardship Scheme). In other words, work on the solution began even before it
was determined whether beverage containers were in fact the problem.

During the CRS design process, we understand it was continually raised that Priority Products had not
been determined before the CRS design work began. However, responses from both the then Associate
Minister for the Environment and the Ministry for the Environment have assured industry that while
linked in nature by the materials they represent, these processes are in fact separate.

Given the determination of beverage containers as a Priority Product has been pushed out to the time
when the final report on a proposed CRS design is expected to be accepted by the Ministry for the
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Environment (while all other materials considered under the Priority Products have been accepted and
already Gazetted), we believe our concerns have merit. This concern reflects how a CRS process
including glass beverage containers can never have proceeded fairly and followed due process.

Finally, we are concerned with the costs that members will incur throughout the implementation and
ongoing maintenance of such a scheme. Current proposals within the CRS design assume that all costs
will be passed on to the consumer. International experience shows that this is not always the case.
Under this assumption, the roll-out of a CRS within the next three years could come at a gross cost to
consumers of approximately $469.5 million each year with a 10c deposit ($768.3m at a 20c deposit).

Estimates are that the scheme, implemented as proposed, could result in a 9.1% increase in the price
of a one litre bottle of milk and a $5 or 20% increase on a case of beer if the full cost of the scheme
and its management is passed onto the consumer. Given the price-sensitivity of many New Zealanders
following COVID-19 outbreak facing a very uncertain future, this is an enormous cost to assume New
Zealand consumers will be able to absorb.

The hospitality sector are also consumers, buying products from beverage producers — our members
are also impacted by the rise in prices. The sector has been heavily impacted by COVID-19. Another
additional cost on top of rising compliance costs would put further pressure on an industry that is
already fighting to keep its head above water.

The net effect of these cost increases, if passed on to the consumer, is expected to drive a 6.5% decline
in alcohol sales which would have a negative impact on producers and hospitality venues. Significantly,
it would also have an impact on government alcohol excise revenue (which could decrease by an
estimated $71m per annum), as well as reduced GST revenue, decreased employment through lower
production and decreased corporate income tax.

Please do not hesitate to contact us if you have any further questions.

Nga mihi nui,

/4%

Julie White
Chief Executive
Hospitality New Zealand

" Deposit rate of 10c per container and a typical scheme administration cost plus GST equalling 21c multiplied
by the number of eligible containers per year of 2,364,164,000 = $469.5m



