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Funding Visitor Infrastructure and Capacity 

 

Will Government’s Proposals Deliver Appropriate Support? 

 

Introduction 

 

 The tourism funding issue has to be placed into the wider 

context of the local government funding debate 

 Essentially tourism funding for local infrastructure is the canary 

in the coal mine on the broader issue 

 New Zealand’s current tax regime is skewed almost entirely 

towards central government 

 Central government reaps the benefits of a growing and 

prosperous economy but many of the costs fall on other parties 

- in tourism’s case on local communities 

 It’s hardly surprising that local communities question why they 

are funding the cost of things they do not need, or use, or 

benefit from 

 Arguments that jobs are created etc are true but do not answer 

in any manner whatsoever the core point which is that the 

benefits are reaped nationally but the costs fall locally 

 Locals are fed up and this is why the tourism industry’s social 

licence is at risk 
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 The industry needs to accept that reality and hopefully work 

constructively with the local government sector to remediate 

the position, or if not be prepared to face the consequences 

 

The Funding Issue 

 

 NZ is one of the most centralised economies in the OECD 

 The division between central and local government tax 

revenues are overwhelmingly in favour of Central Government 

– roughly  90c in every public spent dollar is spent by Central 

government 

 In global terms New Zealand is an outlier 

 Local government has only one form of tax revenue - property 

tax 

 By and large this has worked reasonably well up until recent 

times but now the wheels are squeaking 

 I haven’t got the time to go into all the reasons why those 

wheels are squeaking but factors to consider as to why the 

present position is not sustainable are: 

o Demography – people are ageing, they are mostly on 

fixed incomes (pension) the capacity to simply up rates 

levels is not there 

o Infrastructure across the board requires extension and 

renewal.  The curve is large especially for water 

infrastructure, communities are going to be focused on 

their own needs first in order to manage affordability 

o Asking communities to pay for more infrastructure than 

they need is getting very challenging 



 

3 

 

 Internationally local governments are provided with a mix of 

funding tools – most notably variants of sales taxes – that 

essentially is what an accommodation levy is 

 Clearly we have a national GST.  But it suffers , as I noted 

earlier, by the design fact is that it is collected and spent by the 

arm of Government who does not need the revenue 

 Local government is forced to come cap in hand to ask for one-

off grants from Central Government – I call this the “Oliver 

Twist” funding model 

 Grant schemes reinforce the centralised nature of our tax 

system 

 Additionally it deprives the country of a new way of making 

localism real which though a properly designed incentives 

would drive greater value for everyone 

 But that is a presentation for another day 

 

Grant Schemes 

 

 So to the question at issue – does the “Oliver Twist” model 

work i.e. do grant schemes help? 

 Before directly addressing that let me first congratulate the 

Government by saying for the first time we have a Government 

that has accepted the principle that all of the beneficiaries of 

local infrastructure should help pay for that infrastructure 

 That is a major step forward from the previous Government 

who seemed to be quite happy for local communities to 

continue to subsidise successful tourism businesses 

 That the tourism industry, or at least some parts of it, seem 

willing to argue for the continuation of a subsidisation model 

goes directly to the heart of their social licence to operate 
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 Basically the proposed border levy will help but it is not a 

game–changer.  The core problem will remain 

 Essentially the border levy is a revamp of the TIF with a durable 

funding line (remembering that TIF funding was time limited) 

 But as Jim has already noted – there will be other calls on its 

funds, and there are big holes in coverage (e.g. Australian 

tourists) 

 Additionally, grant schemes generally target capex but they 

cannot by their very nature address opex.  Opex costs are just 

as pressing for local government as capex – perhaps more so 

 There is no point in building infrastructure of the community 

cannot afford rates increases to fund opex 

 An accommodation levy fixes that straight away.  Moreover it is 

system where all users get to pay for local infrastructure – it is 

fair 

 Finally it will drive a regime where successful councils are 

rewarded for success.  Monies go to the bottom line.  

Immediately tourists (international and domestic) will be seen 

as a boon for communities not a pain in the butt 

 The most perplexing thing for me is why the industry cannot 

see that 

 Happily, the Government has not actually ruled out a local 

accommodation levy and LGNZ will continue to press strongly 

for its introduction 

 Communities need it and in the end it is the fair and equitable 

way to proceed 

 If the industry stops to think about it they would support it too 

 

 


