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Government freight taxes disadvantage regions

Government policies which increase freight costs have the same effect as imposing differing company tax rates on different parts of New Zealand according to new research by Infometrics for the Road Transport Forum, released today at the NZ Traffic Institute Conference in Taupo.

“If Government decreed a 30% company tax rate for Auckland businesses, a 31% rate for those in Wellington and a 32% rate for the South Island, then there would be justifiable outrage, with companies and local councils correctly claiming they were being discriminated against. 

“But that’s just the effect that policies which increase diesel costs and Road User Charges have,” says Road Transport Forum Chief Executive Officer Tony Friedlander. 

The further a region is away from Auckland, the higher the freight component in the overall cost of living and doing business and so the greater the price to companies and consumers.

On a per capita basis, if an increase in freight costs causes the cost of living to rise by $1 in Auckland, the cost of living will rise by $5.50 in Southland. “Southlanders are the hardest hit but businesses and people in other regions will also be affected. For the North Island East Coast and Wellington the cost of living impact doubles; for Taranaki and most of the South Island it nearly trebles. 

“A five per cent rise in freight costs is approximately equal to a one per cent increase in company tax for a typical farming or trading business. Government policies which increase freight rates have a very similar effect to imposing differential company tax rates throughout New Zealand.

“Any taxes on freight whether carbon charges, diesel taxes or excessive Road User Charges only heighten the disadvantages faced by regional businesses and consumers. These types of policies subtly undermine provincial communities by making them less competitive.”

Local government leaders from regional New Zealand should be especially concerned at transport policies which suppress production and living standards in their region and encourage the drift of people and businesses out of the provinces to Auckland and Australia, Mr Friedlander warns.
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