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Queenstown Lakes District Business’ Views on Local Taxation 
 
 
Introduction 
 
Over 70 businesses in the Queenstown Lakes District are opposed to local 
Council calls for new powers to tax accommodation services in the Queenstown 
Lakes District.   
 
The businesses have engaged with the Council and the Chamber of Commerce to 
register the view that other options are preferable. However business’ concerns 
have been brushed aside in what has become a call from the Council for urgent 
legislation to support a bed tax.1 
 
In the interests of fair debate and fully informed policy formation, this 
submission presents alternative views on options to help fund local government 
for essential infrastructure development and maintenance.  
 
QLDC’s Proposed ‘Bed Tax’ 
 
QLDC did not conduct a public consultation nor approach the wider 
accommodation sector prior to settling on a bed tax as its preferred option for 
additional local body funding. Prior to its 21 July 2018 submission to MBIE, no 
papers were circulated publicly nor to affected parties describing the proposal. 
The only written descriptions that circulated publicly were brief media reports 
of Mayor Jim Boult’s views, supplemented by radio and television recordings. 
 
In 2017 the Council and the Queenstown Chamber of Commerce employed 
Sapere Research Group to draft a report on funding options.2  The consultants 
completed a desk top study which did not include any consultation with 
potentially affected accommodation businesses. 
 
On 23 January 2018 QLDC CEO Mike Theelen and Mayor Boult were invited to an 
industry meeting at which opposition to the bed tax was clearly registered and 
alternatives proposed.   
 
Following the January meeting, the Mayor used numerous public opportunities 
to promote only the bed tax idea. He described the tax variously as a ‘bed tax’ or 
a ‘visitor levy’ payable only by accommodation businesses.  
  

                                                        
1 Queenstown Lakes District Council letter and submission on the International 
Visitor Conservation and Tourism Levy addressed to MBIE, 21 July 2018. 
2 New Ways of Supporting Growth and Tourism in an Iconic Destination; Sapere 
Research Group, July 2017 
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Opposition to the Bed Tax 
 
At no stage did the Council’s proposal for a bed tax achieve any meaningful 
support from any businesses in the District that would be obliged to pay the tax.  
 
By mid 2018 accommodation providers throughout the Queenstown Lakes 
District had consolidated their group to advocate for alternatives. The group’s 
views have dovetailed with the views of a wide range of other interests including 
property developers, taxpayer and tourism representatives and academics.  
 
The group is strongly opposed to the QLDC’s appeals to government to grant it 
powers to levy a bed tax.  
 
Equity and Fairness Must Remain Key Principles of Fiscal Policy 
 
Nearly all businesses in the District benefit from visitors. Visitors have massively 
increased demand for goods and services.  Some of the largest 
non-accommodation businesses in the Queenstown Lakes District receive almost 
all their revenue from visitors.  
 
Because almost every business in the region benefits, the cost of building and 
maintaining the supporting infrastructure should be borne by all those 
beneficiaries.  
 
If infrastructure costs were shared fairly and equitably the proportional impact 
on any single type of business would be less.  The amount of tax could be 
calibrated at low levels if it were applied across all businesses deriving income 
from visitors.  Yet the same volume of new revenue could be achieved. Sharing 
the burden would result in less distortionary impacts in the local market.   
 
Accommodation Sector Impacts 
 
Throughout 2018 the Mayor has been calling for a $10-$17 tax on visitor nights. 
Visitor nights count the number of persons staying on any particular night - a 
couple is defined as 2 visitor nights, a family of 4 four visitor nights etc. The 
visitor night rate applies to every night any visitor stays in the District. A family 
of 4 staying a week would count as 28 visitor nights. The proposed Council levy 
would increase the cost of a week long stay for a family of 4 between $280-$476. 
This scale of price rises would create significant distortions in the market. The 
Council commissioned Sapere Report acknowledges that it would act as a 
disincentive to stay in the District.3  
 
The proposal for a per person per night charge would have its strongest negative 
impact on lower priced operators. Backpackers, bed and breakfasts, youth 
hostels and cheaper accommodation options would be hit hardest. Removing 
some of the discretionary spending of budget travelers would be likely to have 

                                                        
3 Sapere, pages 24-25 
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flow-on effects to activity operators. It is likely that budget travelers would cut 
back on activities to recoup money lost in a bed tax.  
 
At the lower end of the accommodation spectrum, the Mayor’s proposals would 
amount to a 30%-56% increase in bed charges. This magnitude of price hiking 
would put at risk a number of accommodation businesses and drive down 
profitability in many more.  
 
The Council’s 21 July 2018 submission to MBIE indicated a shift in thinking to a 
percentage charge.4  It did not provide any detail about the proposed value of the 
charge.  It upheld the suggestion a new charge should apply only to the 
accommodation sector.  
 
It is clear that adding new taxes only to accommodation businesses in the 
District would raise room rates and act as a disincentive to overnight in the 
District. It would incentivize visitors to seek out informal overnight options. It 
would increase the price differential between the Queenstown Lakes District and 
alternative accommodation centers, diverting overnight stays away from the 
District.  
 
Businesses subject to new taxation would have to introduce new administrative 
systems to report on, capture and return the revenue stream to local 
government.  Associated administration costs to accommodation businesses will 
rise at the same time that prices to customers rise causing demand to drop. 
 
The Sapere Report states clearly “By increasing prices and reducing quantities 
bought and sold, taxes impose losses on consumers and producers alike. The 
sum of these costs almost always exceeds the revenue that the taxes raise – and 
the extent to which they do so is a loss to society…”. 5 
 
Tourists Spend Only 10%-15% on Accommodation 
 
In the year to June 2018 domestic and international visitors to New Zealand 
spent 10.4% of their NZ holiday money on accommodation. International visitors 
spent around 14% nationally and 15% in Queenstown.6  Taxing such a low 
proportion of the spend is missing a much wider opportunity.  There is much 
more to be got from tourism revenue. Taxing accommodation is the wrong 
target.  
 
Alternatives: #1: Change Rating Differentials 
 
Commercial rate payers in the Queenstown Lakes District already pay more in 
local body funding than residential ratepayers because rating differentials 
(essentially multipliers) apply to non-residential land uses.  
 

                                                        
4 QLDC submission, para 5.4, page 6.  
5 Sapere, page 23. 
6 Figures for Year ended June 2018:  MBIE National Regional Tourism Estimates 
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In addition, the differential system distinguishes between different types of land 
use. And it applies the highest multipliers to the formal accommodation sector 
for any rate liable for differentials. This means that currently formal 
accommodation businesses pay more in rates than other commercial ratepayers. 
Differentials raise the share paid by accommodation providers to levels typically 
2-4 times higher than general commercial rate payers for many different rates.  
 
Differentials applicable to the accommodation sector are designed to 
compensate Council for the additional infrastructure needed to support visitors 
staying in formal accommodation. The differentials deliver, in effect, a 
pre-existing bed tax, albeit one based on the value of the property.  
 
Because Council’s rating differentials already deliver higher taxation to 
accommodation providers, targeting new tax only at the accommodation sector 
is double dipping.  And because of the accommodation sector’s narrow base and 
its small 10%-15% share of visitor expenditure, any additional tax on 
accommodation has to be set at a high level in order to generate the Council’s 
desired annual $40m revenue stream.7 This stands in stark contrast to the 
Council’s claim of “minor” potential impacts in the accommodation sector.8 
 
MBIE records underscore that visitors spend around 86% of their travel budget 
on goods and services outside of the accommodation sector. The combined 
revenue flows and profits for other businesses far outweigh their equivalent in 
accommodation.  In Queenstown Food & Beverage, Transport and Retail all earn 
more from visitors than Accommodation. 
 
There is a case for other businesses in the District that derive income from 
visitors to step up to the challenge of helping Council develop and maintain 
supporting infrastructure. The challenge should no longer fall disproportionately 
on those providing beds. The latter is an outdated concept that ignores the 
unique economic fundamentals of a resort district such as the Queenstown Lakes 
District. 
 
It would be equitable, and completely within the Council’s powers, to raise the 
differentials on commercial rates to the same level as those applied to the 
accommodation sector. This would constitute a useful and immediate start to the 
challenge of finding new money for Council projects. 
 
Alternatives: #2:  User Pays Charges 
 
The Sapere Report makes a good case for user pays charges to be intensified and 
broadened. These should be encouraged as a priority for local government. 
  
 
 
 

                                                        
7 QLDC Submission, Para 4.3, Page 5 
8 QLDC Submission, Para 5.6, Page 7 
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Alternatives: #3: Rebate a Percentage of Visitor GST 
 
Visitors generate large financial returns for central government through GST.  In 
the year ended March 2018 international visitor expenditure reached $10.9 
billion and the GST take was $1.64 billion.9 Much of this is new money as it is 
derived off steady growth in visitor numbers, growth that is widely forecast to 
continue in the foreseeable future. 
 
In the year ended May 2018 the Queenstown Regional Tourism Organisation 
(RTO) area generated $2.26 billion in visitor spend. The Lake Wanaka Tourism 
RTO accounted for $554m. The Otago Regional Council area generated $3.84 
billion.  Based on these figures, the region gathered at least $339 million (RTO) 
and up to $576 million (ORC) in GST paid by visitors. 10  
 
Rebating just 5%-10% of the Lakes District’s $339m-$576m in GST on visitor 
expenditure would deliver sizable new financial flows to local government.   
 
Allocating such a minor portion of GST paid by visitors would constitute a 
significant political and financial gesture towards the region. As the money is 
new money, it need not detract from existing budget lines. It could be done 
without altering the existing tax system, without the need for new legislation and 
without requiring changes to business practices. It would avoid all the risks of 
the bed tax proposal including local market distortions, fairness and equity and 
compliance costs. It could be done without the fiscal policy revolution required 
to devolve new fiscal powers to the Lakes District.  
 
Should other regions wish to emulate the call for a rebate on visitor GST, demand 
could be managed by establishing qualifying economic thresholds. One option 
would be to establish a visitor/resident ratio threshold. Any region which 
demonstrated a visitor to resident ratio of “X” could be eligible for a visitor GST 
rebate. “X” would need to be determined by central government.  
 
Concerns about precedent should be moderated by the knowledge that the 2012 
Stewart Island visitor levy did not lead to demand for identical systems 
elsewhere. There is widespread recognition of the unique situation of individual 
regions. 
 
An annual central government GST rebate of 5%-10% for the Queenstown Lakes 
District would put in sync the demand for services in our region with the ability 
to fund the required response. Should demand rise or fall, so too would the 
resource flow from central government in support of it.  
 
This approach was endorsed by one of the coalition partners of government.  It is 
now the favoured option among 80 percent of the members of Tourism Industry 
Aotearoa. 
 

                                                        
9 Key Tourism Statistics; MBIE, June 28, 2018 
10 www.mbienz.shinyapps.io/tourism_dashboard_prod/ 
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Alternatives: #4: Add a Local Levy to GST 
 
Should government not wish to devolve more revenue raising powers to the 
Lakes District, and should it wish to utilize existing mechanisms for revenue 
gathering, reporting and returns, then building onto the existing GST system 
would be better for business than establishing new mechanisms.  
 
The Sapere Report did not explore options for adding a new line of GST. Instead 
the consultants focused on the option of a sales tax. They concluded that the 
non-deductibility of a sales tax would compound business to business costs in 
the District, unlike GST which can be claimed back in business transactions. 
 
Adding a local government levy as an additional component of GST would 
provide a broad base for revenue gathering. Unlike the rebate of visitor GST, 
adding an additional layer of GST would apply universally to locals and visitors 
alike. It would be equitable and fair in that all transactions in the local 
community would go toward supporting infrastructure. But it may be resisted by 
local residents seeking to avoid increased personal liabilities.  
 
Alternatives: #5: A Transaction Tax  
 
Spreading the burden of paying extra tax lowers distortions and fosters a fair 
and equitable market.  Levying a range of businesses that derive their principal 
source of income from visitors is no more complex than attempting to levy just 
one subsector.  Indeed, spreading the tax burden would lower the required levy 
rate making it more palatable to business.   
 
Businesses deriving their main source of income from visitors are easy to 
identify. They include activity operators, restaurants, bars, retail, passenger 
transport operators, language schools, cultural recreation, airlines and 
accommodation providers.  Visitor spend in most of these sectors is already 
monitored and recorded by central government. In each case customer 
transactions provide a high degree of transparency around demand for those 
services, the required supporting infrastructure and the potential revenue base.  
 
If new powers of revenue raising are to be given to the District, then central 
government should caveat the granting of that new power with a requirement 
that it be applied fairly to include as many businesses as possible which earn 
income off visitors. One option would be to apply a transaction tax on ticket 
sales, bar, restaurant and accommodation tabs, retail sales, student enrollments, 
passenger vehicle logs and so on.  
 
 
Conclusion 
 
There is widespread deep opposition to the Lakes District Council’s proposal to 
be empowered to levy new tax on its local accommodation sector.  It is 
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inequitable, unfair, distortionary and will put some businesses at risk of failure. 
It risks strong downside effects in the tourism market in the Lakes District.  It 
carries with it very high compliance costs for just one subsector of the local 
economy.  
 
There are a number of alternative options that deserve further consideration. 
Crafting a raft of new measures, many of which require no new powers or 
legislation, would address the funding needs of the Lakes District Council 
without adversely impacting just one subsector.  
 
 
 
9 August 2018 
 
 


