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Submission on Wellington City Council’s Convention Centre Proposal

The Mt Victoria Residents’ Association Inc welcomes the opportunity to comment on the Council’s proposal to partner with the private sector to build a purpose-built convention centre on Cable Street to act as a catalyst for economic growth in the city. 
We wish to present our views in person to Councillors.

In general, we acknowledge that conventions are important to Wellington as they bring major economic benefits to the city.  The Association is not convinced by the business case that the Council’s Proposal is either sensible or necessary as the business case is built on flawed analyses, and does not present a balanced picture of the situation because the documents reflect a lot of ‘spin’ and scaremongering.

Documentation

Wellingtonians deserve something better when being asked for their views than an expensive, glossy marketing brochure biased in favour of the Proposal, full of irrelevant pictures and with little information.  Fortunately, the indicative business case document contains more information without the fancy packaging, although it also fails to present a balanced case.

Where do the benefits from the Proposal really lie?

The business case states Council support is critical to the Proposal, but it does not say anything about the alternative of the property owner and Hilton building a hotel facility only on the site, without Council support.  What seems to be critical to the Proposal is that Hilton will not only have a guaranteed net income stream from the conference facilities of up to $3.5 million per year from the Council, but that it will not have to compete with Council-owned venues.  It will also gain from any profit share.  In addition, as the Council appears to be effectively purchasing services, ie. conference facilities, in our view it is imperative that the purchase is competitively tendered, particularly given the amount involved.

The discussion which follows suggests It is not so clear how the majority of Wellingtonians will benefit from the Proposal.  

Inconsistency regarding funding of and profits from the convention market

The business case states that Council support is critical and without it the project will not proceed because convention centres are not typically funded through private investment as they do not create a direct return.  We do not believe this is correct because:

· We are told that currently Council venues (through Positively Wellington Venues - PWV) host most of Wellington’s events with more than 500 delegates, but only 40% of the conference market.  This implies that 60% of the market is funded and provided privately.  Private operators are unlikely to be in the market unless they were making a profit from it.

· We are told the net average cost over 20 years is expected to be $2 million per annum, but this includes an assumption of a profit share from the convention venue.  Without the profit share, the net average annual cost could be $3.5 million.  This implies the convention centre is expected to be profitable.  Unfortunately, there is nothing in the business case to show the gross costs and revenues for WCC, so this is difficult to confirm.

Expected growth from conferences may not materialise

We are told without an international standard purpose-built facility, Wellington will not reap the benefits from growth in international conferences.  The business case also states the size of the economic benefits is very sensitive to the origin of the delegates (“...only those attending from out of town ... deliver new economic benefits ...”) and the event mix (larger multi-day events deliver more benefits than smaller single-day events).  However, recent data (2012) shows only about one-third of Wellington’s delegate days were from out of town, including only 4% from overseas.  The majority of overseas delegates attend events in Auckland, Rotorua and Queenstown.  In addition, the reality is (as the business case states) that 80% of New Zealand’s 48,000 convention events in 2013 were single-day events, likely to be mainly for local and domestic delegates, such events are the bread-and-butter of convention centres, and this market is expected to grow.  

The business case assumes the convention centre will gain benefits for Wellington by attracting an average of 74 new events per year to the city, generating 68,000 extra delegate days per year., a nearly 10% increase.  Only 20,000 of the extra delegate days are expected from large conferences; the majority would be from medium conferences, large and small banquets, and sundry events/meetings which we believe could be catered for without the Proposal.  There is no information about how realistic these assumptions are.  It is also assumed existing Wellington venues will not compete for conferences and meetings for 500 or more delegates.  In our view, this is unrealistic.

The documentation states there are capacity constraints in Wellington which the Proposal’s capacity of 1,200 delegates, 1,450 seated diners, and theatre-style seating for 2,500 people will address, along with being available for the six-week period when the World of Wearable Art (WOW) event is occupying other large venues.  However, there is no information about how many of the expected extra 74 events will require such large delegate, dining or seating capacity or occur at the same time as WOW.  We note the Michael Fowler Centre seats only 300 fewer people than the Proposal, and WOW attendees are likely to take up most of the available hotel accommodation so two events could not occur simultaneously.  The latter means the WOW ‘constraint’ will not be addressed by the Proposal and this may impact on the expected number of large events for the Proposal.

Our reading of the information provided is the new events may not materialise because:

· New Zealand’s growth in international conferences since 2001 has been lumpy, averaging 1.9%, it ranked 51st in the international conference (ICCA) rankings, and Wellington did not even rank at all

· New Zealand’s small size and distance from major sources of international conferences will continue to be a barrier

· Most growth is likely to go to Auckland, Rotorua and Queenstown which already attract the majority of overseas conference delegates

· Auckland, Christchurch and Queenstown are all planning new conference facilities to be available by 2018, the same timing as Wellington’s Proposal 

· Central Government is already supporting conference developments in Auckland and Christchurch via the rebuild, and Queenstown has approached it for funding support.  This means the Government’s $34 million investment to increase New Zealand’s share of the business events sector is likely to be directed to these cities rather than Wellington.

Impact of Proposal on current Council-owned venues

The Council currently owns and operates six venues for performance and/or convention events – the Town Hall, Michael Fowler Centre, TSB Bank Arena, Shed 6, St James Theatre, and Opera House.  

As noted elsewhere in this submission, the business case dismisses these as not being up to the standard required, and a new Council-funded venue is therefore required.  In our view, this is a very unwise strategic move, because:

· It is locking up Council funding of up to $3.5 million a year for 20 years in a single facility which does not offer the same operating flexibility as Council-owned facilities.
· The reality is (as the business case states) that 80% of New Zealand’s 48,000 convention events in 2013 were single-day events, likely to be mainly for local and domestic delegates, such events are the bread-and-butter of convention centres, and this market is expected to grow.  Such events in Wellington are being accommodated in existing facilities, including Council-owned venues, and do not require a new facility.  

· The main cause of Wellington’s decline in market share of delegate days since 2010 is the closure of the Town Hall and the Amora Hotel ballroom because of earthquake risks, not its stated lack of modern, purpose-built conference facilities.  

· Currently, Council-owned facilities as a whole are under-utilised, and the Proposal will divert business from them and increase this problem.  The business case does not include the cost of loss of business by Council facilities.

· It appears to mean the Council has already decided that the Town Hall and Michael Fowler Centre will no longer be offered as conference venues so they will not compete with the Proposal.  In our view, this makes no sense, particularly as the Council’s suggested alternative uses for them are unlikely to generate the same revenue.

· The business case emphasis on ‘modern’ and purpose-built essentially means another bland, boring facility that could be anywhere in the world.  This does not fit with the aim of promoting Wellington as a creative and innovative capital.

·   It misses a strategic opportunity that could be realised by marketing Council-owned facilities as memorable because they are mostly historic, and architecturally stunning.

The documentation does not present a balanced picture of potential options

Little consideration is given in the business case to other options for the Council (one page out of 53). The only other options considered are for the Council to do nothing or to build convention facilities itself.  The do-nothing option is considered as the counterfactual to the Proposal and shows Wellington may lose from 4% to 13% (ie. 28,200 to 91,600) delegate days by 2018.  This is a ridiculous option because it assumes the Council will do nothing to improve and promote its own venues, or promote Wellington in general.  The self-build option would require an estimated $53-55 million capital, and $5.1-5.7 million operating costs per annum.  As with the Proposal, this option is flawed because of its singular focus on a perceived but unproven need for a new purpose-built facility for large conventions in Wellington.  As with the Basin Reserve flyover, we are being offered two options of the same thing (a new convention centre), neither of which is desirable.

Existing facilities are dismissed as “...not up to the standard required...” as they are aging, limited in size and functionality, and not always available.  Also, their multi-purpose characteristic is seen as an obstacle rather than an advantage.  In addition, the business case is silent on whether or not Shed 6 will continue to be offered as a conference venue.  Only a year ago Wellingtonians were assured by similar claims of lost business in the conference market unless the Council invested in renovating Shed 6.  No consideration has been given to how the up to $3.5 million might be better used instead on improving and promoting existing venues.  

We are dismayed to find out via the business case that the Council does not envisage the Town Hall or the Michael Fowler Centre as future conference venues and will not promote them in competition with the Proposal.  Surely, such a major decision should be the subject of proper public consultation before any decisions are made.  

No explanation is given as to why the Michael Fowler Centre is not up-to-standard. The business case claims the Town Hall would require significant investment and a more expensive type of strengthening to bring it up to ‘modern’ standard.  No financial information is provided to support this claim and its implication that convention delegates somehow merit a ‘safer’ venue than other users.  The suggested alternatives for the Town Hall and Michael Fowler Centre, a music centre and greater community use, are unrealistic as there are several music centres in Wellington already, and most community use does not require such large venues.  

We share the views of Glenys Coughlan, CEO of PWV, in her article in the Dominion Post (8 August) where she states “Positively Wellington Venues has six amazing venues, each within a five minute walk of each other ...” – no mention of the Proposal.  In our view there is a strategic opportunity to build on Wellington’s competitive advantage by improving and promoting existing venues and international events:

· One key point of difference for Wellington is, rather than the kind of bland, boring, could-be-anywhere-in-the-world venue in the Proposal, it offers mostly historic, memorable venues of architectural significance which are flexible and multi-purpose, and closely linked on the edge of our wonderful harbour.  

· Part of the up to 3.5 million per annum should be invested immediately in strengthening the Town Hall so it can re re-opened as soon as possible.

· As the six Council-owned venues are managed by one organisation, PWV, it is possible to coordinate use across some or all six venues for larger events.

· The Council should not abandon catering for single-day conferences which are 80% of its conference business (if Council venues conform to the New Zealand average) and other events.  Rather, it should be promoting its points of difference in the conference and other event markets, and not putting all its efforts into chasing after a risky potential opportunity to expand further into the international conference market.
· One event that puts Wellington on the international stage is the World of Wearable Arts (WOW).  The business case sees WOW (and NZSO performances) as constraints on the availability of Council’s conference facilities rather than an opportunity to coat-tail on WOW’s international reach.   This event is expected to grow internationally, supported by Government’s investment of $900,000 over three years for three touring exhibitions, an international education programme, and opportunities for hosting international business representatives.
Employment effects

The business case states one of the priority areas for Wellington is marketing itself as attractive for talent, businesses and investment leading to inter alia job creation, knowledge growth and innovation.  The Proposal claims the expected 68,000 growth in delegate days will generate from 125 to 247 new jobs directly and indirectly.  In our view, most of the new jobs are likely to be in the hospitality industry which is characterised by casual, low-paid jobs which are unlikely to contribute to attracting talent and innovation.
Economic effects

As noted at the top of this submission, the Hilton is likely to gain significant benefit from the Proposal.  So too are private business operators if visitor numbers increase.  The benefits to most Wellington citizens are not so obvious, and may well be outweighed by the costs arising from aspects of the proposal:

· we all benefit from having a lively downtown which attracts many visitors from out of town and keeps local businesses thriving

· although the documentation does not give the final funding mechanism, it does suggest the residential sector will have to pay about 33% of the up to $3.5 million cost over 20 years

· we will end up covering the cost of the lost revenues from Council-owned venues not competing with the Proposal and events shifting to the Proposal

· the glossy document states that the Council would receive a share of the operating profits from the convention centre.  However, the business case clarifies that expected profits offset only part of the costs to the Council, those costs being up to $3.5 million should no profit share eventuate.  

· the financial analysis in the business case is based on a principle that the Council bears no loss risk from the operations of the convention centre, but in effect it does, as operating deficits would be deducted from future operating surpluses.

The stated positive expenditure, GDP and employment effects are questionable as:

· they are inflated by about 1/3 ‘gain’ that results from the assumption the convention centre will hold on to what would otherwise be lost under a do-nothing scenario.  As noted above, do-

nothing is not realistic option, so the ‘gain’ is exaggerated

· the stated gains do not include the offsetting cost of loss of business to PWV venues from the Proposal.

In the Association’s view, the documentation understates the operating risks.  Investing significant public funding for a significant period of time is highly risky in comparison with the alternative we propose.  There is also a high risk that the property owner and Hilton will not be in it for the long-term 20 years – we note the turnover in ownership of Wellington’s commercial properties, and in venue operators as venue names frequently change.  

Elaine Hampton

President
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