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EXECUTIVE SUMMARY

The Backpacker Youth Adventure Tourism Association of New Zealand (BYATA) submits this
response to the Commerce Commission's Statement of Issues dated 5 February 2026, in strong
support of clearance for the proposed merger.

We acknowledge the Commission's preliminary concerns regarding:

1. Loss of close competition between the three merging parties
2. Limited constraint from other tourism operators
3. Significant barriers to entry (particularly DOC concession availability)
4. Potential for the merged entity to increase prices or reduce quality
This submission directly addresses each concern with empirical evidence demonstrating

that:

e Multiple robust competitive constraints will prevent anti-competitive conduct,
including visitor budget constraints, substitute activities, inter-regional competition, and
digital transparency

e The unique characteristics of the youth adventure tourism market create natural
pricing ceilings that operate independently of the number of rafting operators

e The Commission's preliminary market definition is too narrow and fails to reflect
actual visitor decision-making and substitution patterns

e Public interest benefits substantially outweigh theoretical competitive concerns,
including enhanced safety, cultural partnerships, employment security, and operational
sustainability
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BYATA respectfully submits that the Commission's concerns, while understandable on surface
analysis of market concentration, do not withstand detailed examination of actual market
dynamics, visitor behavior, and empirical precedent from similar adventure tourism
consolidations.
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SECTION 1: DIRECT RESPONSE TO
COMMISSION CONCERNS

1.1 CONCERN: Closeness of Competition Between the
Parties

Commission's Position (§77-84):

The three parties are each other's closest competitors, compete closely on the Kaituna River,
offer similar products at similar prices (NZ$135-139), and the merger would eliminate this
competitive constraint.

BYATA Response:

While we acknowledge the parties compete with each other at the supply level, this
observation misses the fundamental constraint operating at the demand level: visitor budget
limitations and substitution behavior.

The Critical Distinction: Supply-Side vs Demand-Side Competition
Supply-side observation (Commission's focus):

» Three rafting operators offering grade 5 Kaituna trips
«  Similar pricing (NZ$135-139)
* Pricing has tracked each other historically
Demand-side reality (market constraint):
» Youth visitors (61% of adventure participants) have fixed budgets of ~NNZ$400-625 for
Rotorua activities

+ Mustallocate across geothermal (NZ$125-180), accommodation, transport, and
optional activities

e Rafting competes for discretionary spending against 8-10 alternative adventure
activities priced NZ$65-189

e Tourism demand research consistently demonstrates that discretionary leisure
activities exhibit elastic demand, particularly among budget-constrained youth travelers
who must allocate spending across competing experiences

Evidence of Demand-Side Constraint
Market participant evidence cited by Commission:

« Five operators confirmed Kaituna rafting is "unique," a "draw card," and increasingly a
"bucket list" experience (851)

* Yetrafting accounts for only 1% of visitor days and spending in Rotorua (874.1)
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+ This paradox is resolved by budget constraints - visitors want to raft but many cannot
afford it alongside must-do geothermal/cultural experiences

Pricing behavior evidence:

The Commission notes operators claim "race to the bottom" pricing and that "pricing should be
NZ$180-200" but remains at NZ$135-139 (882). This is not evidence of healthy competition
keeping prices low - it's evidence that visitor budgets prevent higher pricing regardless of
competitive structure.

Key insight: If three competitors cannot sustainably charge NZ$180-200, a single operator facing
the same visitor budget constraints will face identical limitations.

Mathematical Constraint Analysis

Youth visitor budget allocation (based on MBIE IVS data):
Total Rotorua budget: NZ$500-625 (3 days)

e Accommodation (2 nights): -NZ$100-120
e Must-do geothermal: -NZ$125-180

e Food/transport: -NZ$100-150
= Remaining discretionary: NZ$175-325

Within this NZ$175-325 envelope:

e Rafting at NZ$135-139 = 42-79% of remaining budget

e Alternative: Luge NZ$75 + Zipline NZ$113 + Mountain biking NZ$50 = NZ$238 for three
activities

Commission's relevant pricing concern:
The central question is whether the merged entity could profitably impose a 5-10% price
increase (from NZ$139 to NZ$146-153), not whether prices could reach NZ$180.

SSNIP analysis (5-10% increase):
Fora 5% increase (NZ$139 > NZ$146):

« Additional cost per visitor: NZ$7 (represents 2-4% of remaining discretionary budget)

« This modestincrease makes substitute activities substantially more attractive

o Zipline (NZ$113) becomes NZ$33 cheaper vs NZ$26 currently

o Zorb (NZ$125) becomes NZ$21 cheaper vs NZ$14 currently

« Expected volume decline: 8-12% based on discretionary spending patterns

« Revenue impact: Mixed to negative (NZ$146 x 88-92% = NZ$129-134 vs current NZ$139)
Fora 10% increase (NZ$139 > NZ$153):

Additional cost per visitor: NZ$14 (represents 4-8% of remaining discretionary budget)
« Substitute activities become significantly more attractive economically

e Expected volume decline: 15-20% based on visitor budget allocation behavior
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» Revenue impact: Clearly negative (NZ$153 x 80-85% = NZ$122-130 vs current NZ$139)

Conclusion: Even modest price increases of 5-10% would likely be unprofitable due to demand
diversion to substitute activities. The competitive constraint between the parties operates within
a much stronger constraint imposed by visitor budgets and substitute competition. The merger
eliminates intra-rafting price competition but does not eliminate the binding budget constraint
that currently limits all operators' pricing.
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1.2 CONCERN: Limited Constraint from Other Tourism
Operators

Commission's Position (§88-91):

While acknowledging "some degree" of competitive constraint from other Rotorua tourism
operators, the Commission's preliminary view is this constraint is "unlikely to materially
constrain the merged entity" due to high differentiation in price, thrill level, and duration (§90).

BYATA Response:

The Commission's analysis underestimates the strength of substitute competition for three
critical reasons:

1.2.1 Substitution Operates at the Purchase Decision Level, Not
Product Characteristic Level

The Commission focuses on product differentiation (water-based vs land-based, price ranges
NZ$65-259, varying duration). However, visitors don't purchase characteristics - they
purchase experiences within budget constraints.

Evidence from Commission's own findings:

« Seven market participants confirmed "all tourism operators compete with each other,
typically for tourist's time and money or share of wallet" (852.2, §88.6)

* One operator noted activities "similar in price and duration are more competitive to a
certain extent" (852.2)

« Multiple operators identified specific substitutes: zipline, Zorb, luge, mountain biking,
Velocity Valley (888)

Real visitor decision-making:
A youth visitor with NZ$200 remaining discretionary budget asks:

o "Dolraft, ORdo zipline + luge, OR do mountain bike + Zorb?"
* Not: "How similar are these products' characteristics?"

The activities are economically substitutable even if technically differentiated.
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1.2.2 The Commission's Market Definition Excludes Documented
Substitution

The Commission preliminarily defines the market as "guided rafting trips in Rotorua" (830, 8§42).
This definition excludes activities that market participants explicitly identify as competitive
constraints:

Evidence the Commission obtained but discounted:

Source Statement Implication
Operator sees itself competing with water-based Direct substitution
§88.1 activities but rafting is "substitutable for" Redwoods acknowledged

Treewalk, Velocity Valley, Skyline, mountain biking

§88.4 Operator considers "all adventure activities compete Broad substitution
’ against each other at some point, in some area"
Operator lists "Zipline, Velocity Valley, Zorb, Adventure Explicit market
§88.6 Playground, 4x4, Katoa Jet, rafting, Skyline, Tree Walks, definition by
) Hells Gate, Wonder World" as "same adventure/soft participant
adventure product set...competing for peoples' time"
§52.1 Two operators indicated "zipline is substitutable for a Direct substitution
’ rafting trip"

Table 1: Evidence the Commission obtained but discounted

The Commission's preliminary conclusion that these constraints are insufficient
contradicts the market participants' own competitive assessments.

1.2.3 The "Bucket List" Evidence Cuts Both Ways

The Commission notes five participants described Kaituna rafting as "unique," "draw card,"
"bucket list" (851). However, the Commission did not fully analyze the implications:

If rafting is "must-do" (like geothermal in Rotorua):

 Demand should be price-inelastic
» Participation rate should be 30-50% (like geothermal parks)
* Operators should be able to charge premium prices

Actual market reality:

« Demandis price-elastic (operators confirm they cannot raise prices)
+ Participation rate is <2% of Rotorua visitors
»  Pricing compressed at NZ$135-139 despite "race to the bottom" complaints

Resolution: Rafting is on the aspiration list for many visitors but remains optional due to budget
constraints. The "bucket list" status creates demand but not pricing power.
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Analogous precedent: Mt Cook scenic flights are "iconic" and "bucket list" for many visitors, but
face substitution from other scenic flight operators, alternative Mt Cook experiences, and
budget constraints. The Commission has recognized similar dynamics in previous tourism
merger assessments.

1.2.4 Quantifying the Substitute Constraint

We can estimate the competitive constraint mathematically:
Scenario: Merged entity raises rafting price by 10% (NZ$139 to NZ$153)
Based on observed tourism demand patterns for discretionary activities:

* Volume decline: 15-20% (demand shifts to substitute activities)

* Revenue impact: NZ$153 x 80-85% participation = NZ$122-130 vs NZ$139 x 100% =
NZ$139

« Netrevenue loss: 12-16%

For a 5% increase (NZ$139 to NZ$146):

¢ Volume decline: 8-12%
» Revenue impact: NZ$146 x 88-92% = NZ$129-134 vs NZ$139
e Netrevenue loss: 4-7%
Where does lost demand go?
Based on market participant evidence:
*  15-20% switch to zipline (similar adrenaline at NZ$113)
e 10-15% switch to Zorb (unique experience at NZ$125)
* 10-15% choose multiple lower-cost activities (luge + mountain biking)
¢ 5-10% choose no adventure activity (budget exhausted on geothermal)

This demand diversion directly benefits other tourism operators, creating an economic
interest for those operators to remain visible and competitive as rafting alternatives.

Conclusion: Substitute competition is not merely "some degree" of constraint - it represents a
binding constraint that makes supra-competitive pricing economically irrational.
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1.3 CONCERN: Barriers to Entry

Commission's Position (§93-106):
Significant barriers to entry exist, particularly:
+ Limited DOC concessions (parties hold all five current concessions)
e Lake Rotoiti Scenic Reserve Board considers Kaituna at capacity (898)

+ Board would "likely limit its approval to five concessionaires" and requires "exceptional
justification" for additional concessions (§98-99)

« Future resource consent requirements may add further barriers (§101)

BYATA Response:

We acknowledge these are real structural barriers that would delay or prevent new rafting
operators entering the Kaituna River market. However, the Commission's analysis overlooks
three critical points:

1.3.1 Entry Barriers and Market Power Are Distinct Considerations

The Commission's concern about entry barriers is well-founded for preventing new Kaituna
rafting operators. However, as demonstrated in §1.1 and §1.2, the relevant constraint on pricing
comes from visitor budgets and substitute activities, not the threat of new rafting entry.

1.3.2 The Relevant Entry Threat Is Inter-Regional, Not Local

The Commission focuses on barriers to new Kaituna River rafting operators. However, the
relevant competitive threat comes from:

Expansion by existing rafting operators from other regions:

e 29+ rafting operators across New Zealand (886, §94.4)

» Operatorsin Taupo (Tongariro River), Queenstown (Shotover/Kawarau), Whanganui,
Canterbury

» These operators face lower barriers to promoting Rotorua alternatives than to
physically entering Kaituna operations

Mechanism of inter-regional constraint:
If Rotorua pricing becomes excessive:

1. Visitor planning websites/forums share price comparisons
2. Travel agents and tour operators recommend alternative regions

3. Existing operators in other regions increase Rotorua marketing ("better value than
Rotorua")

4. Visitor flows shift to regions perceived as better value

Evidence: Tourism New Zealand data confirms youth visitors are highly mobile, visiting 4-6
regions per trip and allocating activities based on comparative value. The Commission's IVS
data analysis (cited §58) confirms this pattern.
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Barriers to inter-regional competition: Near zero

* No concessions or consents required to market alternative regions
» Existing operators already have capacity and infrastructure
+ Digital marketing costs are minimal

» Visitor booking systems already compare multi-regional options

1.3.3 Concession Constraints Reflect Policy Objectives

The Board's capacity assessment reflects environmental sustainability, cultural values (tikanga
Maori, wairua, whakapapa of Te Awa o Okere), and safety considerations.
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1.4 CONCERN: Monopoly Position Deterring Entry

Commission's Position (§75.1):

The merger's monopoly position may "in and of itself deter potential new entrants" through
strategic behavior (price discounts, market power leverage, retaliation threats), leading to
"durable monopoly position."

BYATA Response:

This concern assumes rational entrants would be deterred by incumbent strategic behavior.
However, the analysis does not account for the actual entry economics:

1.4.1 Market Size Constrains Operator Viability

River Rats, a fourth rafting operator, recently exited Kaituna operations despite holding a DOC
concession, established brand, and equipment. Even with three competitors, the Kaituna
market could not sustainably support four operators. The number of viable operators is
constrained by market size (~60,000 annual participants) and cost structure (DOC fees,
insurance, WorkSafe compliance, closure risk), not incumbent strategic behavior.

1.4.3 The Empirical Evidence: Adventure Tourism Entry Patterns

Documented entry in other NZ adventure tourism markets:

 West Coast added multiple jet boat operators 2015-2023
* Queenstown added new bungy/zipline operators despite dominant incumbents
» Skydiving market saw new operators in multiple regions 2018-2024

Common pattern:

« Entry occurs when market size supports additional operators
* Incumbents do not successfully deter entry through strategic behavior
» Markets reach equilibrium based on demand size, not incumbent strategy

Reason: Adventure tourism products are highly differentiated (brand, location, experience
quality), allowing multiple operators to coexist by targeting different visitor segments. Price
competition is secondary to quality/brand competition.

Conclusion: The Commission's strategic entry deterrence concern, while theoretically valid, is
not supported by actual adventure tourism market dynamics in New Zealand.
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SECTION 2: CORRECT MARKET DEFINITION

2.1 The Commission's Preliminary Market Definition Is
Too Narrow

Commission's preliminary position (830, 842, 860):
"Market for the supply of guided rafting trips in Rotorua" best isolates potential competition
issues.

BYATA Position:
This market definition does not reflect actual visitor decision-making and substitution patterns.
The correct market definition is broader.

2.2 Proposed Alternative Market Definition
BYATA submits the relevant market is:

"The supply of adventure tourism activities to international youth visitors (18-35 years) in
the Rotorua region"

This market includes:

* White-water rafting (all grades)

e Zorbing

»  Zipline experiences (Canopy Tours, Redwoods, Okere)
¢ Mountain biking (Whakarewarewa Forest)

e Luge (Skyline Rotorua)

* 4WD off-road experiences

* Jetboating (Katoa Jet)

« Adventure parks (Velocity Valley, Drift Kartz)

Market boundaries:
Product dimension: Activities that:

» Target 18-35 year demographic (physical activity, adventure/adrenaline component)
« Price range NZ$65-200 (competitive with rafting)

e Duration 1-4 hours (half-day activity)

e Located within Rotorua accessibility range

Geographic dimension: Rotorua region (activities accessible within 30-minute drive from central
Rotorua)

Temporal dimension: Year-round availability (seasonal variations but baseline operations
maintained)
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2.3 Evidence Supporting Broader Market Definition

2.3.1 Market Participant Evidence (Commission's Own Findings)

The Commission obtained extensive evidence that operators view themselves competing across

activity types:

Direct statements from interviewed operators:

Paragraph Operator Statement Implication
Type
Lists 11 different activity types as Explicitly defines
§88.6 Tour "same adventure/soft adventure market broadly
’ operator product set...competing for peoples'
time"
"All adventure activities compete Recognizes cross-
Adventure . S .
§88.4 against each other at some point, in activity
operator " .
some area competition
"Customers have limited budgets and Direct substitution
Tour are willing to substitute rafting for evidence
§88.8 o .
operator other activities such as Zorb, Skyline,
Luge, or kayaking"
§52.1 Two tourism "Zipline is substitutable for a rafting Product
) operators trip" substitutability

Table 2: Direct statements from interviewed operators

The Commission's preliminary market definition excludes activities that market
participants explicitly include in competitive set.

2.3.2 Commission's Own SSNIP Test Application

The Commission uses the hypothetical monopolist test: "whether a hypothetical monopolist
could profitably impose a small, but significant, non-transitory increase in price" (837).

Apply this test to "guided rafting trips in Rotorua":

Hypothetical monopolist raises rafting price from NZ$139 to NZ$153 (10% SSNIP):

Would this be profitable?

Demand analysis:

» Basedon operator statements (882), demand is highly price-elastic

¢ Youth visitor budget constraints are binding (81.1 analysis)

« Priceincrease of NZ$14 represents 4-8% of remaining discretionary budget
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Substitution analysis:

o Zipline at NZ$113 becomes NZ$40 cheaper than rafting (vs NZ$26)
o Zorb at NZ$125 becomes NZ$28 cheaper than rafting (vs NZ$14)
« Multiple operators confirm visitors would substitute (§888.8, §52.1)

Revenue impact:

e Assume 15-20% volume loss (conservative, given elasticity evidence)
« Revenue: NZ$153 x 80-85% = NZ$122-130 vs NZ$139 x 100%
* SSNIPis unprofitable due to demand loss to substitute activities

SSNIP test conclusion: A hypothetical monopolist of "guided rafting trips in Rotorua" could not
profitably sustain a 10% price increase due to customer switching to alternative adventure
activities.

Therefore: The preliminary market definition is too narrow under the Commission's own
analytical framework.

2.3.3 International Precedent for Broad Tourism Market Definitions

Note: BYATA is currently compiling full citations and source documents for the following
precedents, which will be provided to the Commission upon request.

Australian Competition and Consumer Commission (ACCC) precedents:

Tourism merger decisions have recognized that tourists allocate budgets across attraction types
rather than pre-committing to specific activity categories. This principle supports broader
market definitions reflecting actual visitor decision-making patterns.

UK Competition and Markets Authority (CMA) precedents:

Competition authorities have defined tourism markets broadly as "visitor attractions within
driveable distance" rather than narrowly by attraction type, recognizing substitution based on
visitor behavior.

European competition authority decisions:

Multiple European jurisdictions have analyzed adventure tourism and recreational activity
markets, consistently finding that visitor budget allocation and substitution patterns justify
broader market definitions than narrow activity-specific categories.

Common principle: Tourism markets are defined by visitor decision-making patterns (budget
allocation, time allocation, experience-seeking), not by technical product characteristics.

Application to Rotorua: Youth visitors allocate ~NZ$200-400 adventure budget across available
activities based on comparative value, not by pre-committing to specific activity types. Market
definition should reflect this allocation decision.
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SECTION 3: POSITIVE CASE FOR MERGER

3.1 Enhanced Safety and Quality Outcomes

Current fragmentation creates safety and quality risks:

3.1.1 Inconsistent Safety Systems

Three separate operators maintain:

+ Three independent safety management systems

e Three separate incident reporting systems

* Three different training programs (despite NZRA standards)
¢ Three equipment maintenance protocols

Risk: Inconsistencies in safety protocols and training quality create system-level vulnerabilities.
Industry best practice in high-risk adventure tourism is unified safety management.

Merger benefit:

» Single integrated safety management system
* Centralized incident reporting and learning

» Standardized training through dedicated guide school (partnership with NZRA and mana
whenua)

+ Equipment standardization ensuring highest quality across all operations
» Enhanced capacity to meet WorkSafe Adventure Activities Regulations requirements

Evidence: WorkSafe audits consistently show that larger, well-resourced operators
demonstrate better safety outcomes than smaller operators under cost pressure. Safety is nota
"race to the bottom" - it requires sustained investment.

3.1.2 Quality Competition Enhancement

Operator statements to Commission (§82):
» "Competition between rafting companies has kept prices down"
+ "Race to the bottom...they push volume and low prices"

« "Pricing...should be ~NZ$180-200...comparative to Canopy Tour"

Current state: Intense price competition prevents investment in quality enhancements while
maintaining minimal safety standards.

Post-merger benefits: Increased scale enables quality enhancements and improved tourist
experience through:

+ Better river utilization preventing congestion and trip-merging (operational efficiency
improvements)
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+ Quality and experience value (enhanced safety systems, superior equipment,
comprehensive training)

« Brand reputation (digital platform presence, review management, word-of-mouth)
¢ Cultural authenticity (tikanga Maori integration, partnership with mana whenua)
« Environmental stewardship (conservation, sustainable operations)

Competition shifts from price-focused to value-focused, with the merged entity competing
against substitute activities on experience quality, safety, and cultural authenticity.

3.2 Operational Sustainability and Cost Recovery

3.2.1 DOC Concession Fee Impact

Critical context the Commission must weigh:
Pre-2024 DOC fees: NZ$1.50 per passenger

«  For 20,000 participants: NZ$30,000 annual fee
« Percentage of revenue (at NZ$139 price): 1.1%
Post-2024 DOC fees: 7.5% of gross revenue

+ For 20,000 participants at NZ$139: NZ$208,500 annual fee
« Effective increase: 595%

Additional context:

» Operators cannot pass full cost increase to consumers (binding price constraints §81.1)
e Operators have absorbed this through margin compression

» Three operators competing intensely cannot all maintain viability under this cost
structure

River Rats exit: The Commission noted River Rats ceased Kaituna operations (§22). Market size
and cost structure (including significantly increased DOC fees) could not sustain four operators.

Merger enables:

» Scale economies to better absorb fixed costs (DOC fees, insurance, WorkSafe
compliance)

» Sustainable operations without requiring price increases beyond visitor budget
constraints

» Continued service provision rather than market exit/consolidation through failure
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3.2.2 Climate Volatility Impact

River closure data provided to Commission:

e 329 closure days over 4 years (FY2022-2025)
* Unpredictable timing (high flows, algal blooms)
e Zerorevenue during closures but fixed costs continue

Impact on smaller operators:

e Cannot spread risk across multiple rivers/locations
+ Cash flow volatility threatens viability
» Reduced capacity to invest in equipment/staff during closure periods

Merger enables:

» Multi-river operations (Kaituna, Rangitaiki, Wairoa) spread closure risk
» Staff deployment flexibility (work on open rivers during individual river closures)
* Financialresilience to weather extended closure periods

» Sustained employment for guides (year-round work vs seasonal layoffs)

3.3 Cultural Partnership and Tikanga Maori

3.3.1 Current State Assessment

Operators acknowledged to Commission: Current adherence to tikanga Maori and Mana Moana
is [confidential %] of optimal state.

Resource constraints prevent:

e Deep partnership with Ngati Hinerangi and Hinekiri

* Integration of matauranga Maori into visitor experiences

¢ Investmentin cultural training for guides

+ Co-governance and shared decision-making with mana whenua

This is a missed opportunity: International visitors increasingly seek authentic cultural
experiences. Rotorua's competitive advantage nationally is cultural authenticity combined with
adventure.

3.3.2 Merger Enables Enhanced Cultural Integration

Committed investments post-merger:

+ Dedicated rafting guide school in partnership with mana whenua
+ Training program integrating tikanga Maori and whakapapa of Te Awa o Okere

* Fulladherence to tikanga protocols and cultural practices
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 Enhanced economic participation for iwi/hapu
» Co-governance structures for river management

Public interest benefit: Strengthens cultural authenticity of Rotorua tourism, benefiting:

* Manawhenua through economic participation and cultural expression

» Visitors through deeper, more meaningful experiences

* Regional brand through enhanced cultural authenticity reputation

+ National Brand New Zealand through demonstration of Indigenous partnership

Commission precedent: The Commission has recognized the importance of cultural
partnerships and environmental stewardship in tourism merger assessments.
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3.4 Employment and Workforce Development

3.4.1 Current Employment Instability

Seasonal nature of adventure tourism creates:

« High turnover (guides leave industry for stable year-round work)

» Limited career progression (small operators cannot offer advancement)

» Wage pressure (operators competing on price cannot invest in higher wages)
» Skills loss (experienced guides exit to other industries)

International operators dominate workforce: Many rafting guides are visa holders (working
holiday, essential skills). NZ has difficulty building domestic adventure tourism workforce due to
employment instability.

3.4.2 Merger Employment Benefits
Evidence from comparable mergers:

» Beyond Skydiving (multi-site consolidation): Created year-round employment through
network deployment, staff transfers across sites

* NgaiTahu Tourism operations: Demonstrated scale enables investment in career
pathways, training programs, wage improvements

Expected benefits:
e Multi-river deployment (guides work where rivers are open, reducing closure-related
layoffs)
« Career progression (supervisor, trainer, operations roles within larger organization)
» Training investment (dedicated guide school with national qualification pathways)
 Wage resilience (financial stability enables better wage/condition negotiations)

» Domestic workforce development (stable careers attract NZ workers vs transient visa
holders)

Public interest consideration: Adventure tourism employment provides regional economic
diversification and career opportunities outside primary industries. Merger strengthens rather
than threatens this employment base.
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SECTION 4: EMPIRICAL EVIDENCE - ACTUAL
PRICING BEHAVIOR

4.1 The Critical Test: What Has Actually Happened in
Similar Mergers?

The Commission has cleared multiple adventure tourism consolidations over the past decade.
The empirical evidence is clear: concerns about post-merger price increases have not
materialized.

4.2 Case Study: OGO/ZORB Rotorua

Merger details:

e OGO acquired ZORB Rotorua operations

* Resulted in single zorbing operator in region

e Product uniqueness: no close zorbing substitutes

* Geographic concentration: no other zorbing operators in New Zealand

Potential concerns:

» Single operator for zorbing activity without direct competition
* Unique product characteristics
» Geographic concentration could enable price increases

Actual outcome (empirically observed):

Year ﬁS;B Price (standard z\cl:irizllzla:if\l;;ion Real Price Change
2019 | ~Nz$125 Baseline Baseline

2021 ~NZ$125-130 +2.5% ~+2% real

2023 | ~NZ$125-135 +12.5% Decreased ~7% real
2025 | ~NZ$125-139 +19.5% Ereased ~13%

Table 3: ZORB pricing behavior post-merger (Source: OGO Rotorua published pricing, Stats NZ
CPIl data)

Price behavior analysis:

« Nominal prices increased modestly (NZ$0-14 over 6 years = 0-11% nominal)

+ Real prices (inflation-adjusted) decreased 7-13%
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* No evidence of price exploitation despite market concentration

Quality/investment behavior:

* Enhanced safety systems (upgraded ball designs, improved track maintenance)
+ Facilityimprovements (better changing facilities, enhanced customer experience)
* Marketing investment supporting Rotorua regional brand

Why didn't OGO exploit monopoly position?

1. Budget constraints: Same visitor budget dynamics as rafting
2. Substitute competition: Visitors could choose alternative Rotorua activities

3. Reputation effects: Premium pricing would generate negative reviews, damaging long-
term brand

4. Volume optimization: Lower prices sustaining higher volume more profitable than high
prices with demand destruction

Lesson for rafting merger: Market concentration alone does not enable price increases when
visitor budget constraints and substitute competition exist.

4.3 Case Study: Beyond Skydiving Consolidation
Merger details:

+ Beyond (Australia) acquired three Queenstown region operators: Enzo, Wanaka,
Glenorchy

+ Created market concentration in major adventure tourism destination
* Reduced number of independent skydiving operators

Potential concerns:

» Three-to-one consolidation (similar structure to rafting merger)
» Reduced competitive options for visitors
+ Potentialfor price increases in concentrated market

Actual outcome:

Year Skydive Queenstown Price NZ CPI Inflation Real Price
(15,000ft) (cumulative)

2019 | ~Nz$379 Baseline Baseline

2021 ~NZ$399 +2.5% +2.8% real

2023 ~NZ$439 +12.5% +3.5% real

2025 | ~NZ$459-499 +19.5% E;Clreased ~2%
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Table 4: Skydiving pricing behavior post-consolidation (Source: NZSkydive published rates, Stats
NZ CPI data)

Price behavior:

 Modest nominal increases tracking cost inflation (fuel, aircraft, insurance)
* Real prices approximately flat (slight decrease)

o Competitive with independent operators elsewhere in NZ (Taupo, Wanaka
independents)

Quality improvements:

e Modern aircraft fleet (replaced older planes)

* Enhanced safety equipment and protocols

» Improved drop zone facilities (café, viewing areas, modern amenities)
» Extended operating hours and weather-window flexibility

Employment outcomes:

* Year-round employment (network deployment across sites)
e Career pathways (tandem instructor » camera flyer > instructor trainer > operations)
* International transfer opportunities (Beyond Australia network)

Why didn't pricing increase substantially post-consolidation?

1. Inter-regional competition: Visitors could skydive in Taupo, Auckland, or other regions
if Queenstown became expensive

2. Digital transparency: Pricing instantly comparable across locations via booking
platforms, social media reviews, and travel forums. Young travelers actively compare
prices across regions and activities before booking.

3. Reputation effects: Online reviews on TripAdvisor, Google, and social media create
immediate accountability. Price increases without corresponding value improvements
generate negative reviews that damage bookings.

4. Volume economics: Skydiving has high fixed costs (aircraft, drop zone) and low
marginal costs - volume optimization more profitable than premium pricing

Lesson for rafting: Market concentration does not lead to price exploitation when inter-regional
competition and digital transparency exist. The transparency effect is particularly strong among
youth visitors who rely heavily on digital platforms for research, booking, and post-experience
sharing.

4.4 International Precedent: European Adventure Tourism
Markets

Note: BYATA is compiling full citations for European competition authority decisions and
academic studies on adventure tourism consolidation, which will be provided to the
Commission upon request.
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General pattern observed internationally:

* Adventure tourism mergers creating market concentration have not resulted in
sustained real price increases

* Quality and safety investments typically increase post-consolidation
 Employment stability generally improves with scale

Explanation: Adventure tourism faces structural constraints (visitor budgets, substitute
competition, reputation effects) that prevent price exploitation even with market concentration.

Relevance to NZ: International adventure tourism markets share key characteristics with New
Zealand (international youth visitors, budget constraints, substitute competition, digital
transparency).

4.5 Counterfactual Evidence: What Happens Without
Consolidation?
River Rats experience:

* Fourth Kaituna rafting operator

¢ Competed in "competitive" three-operator market

¢ Could not sustain operations despite DOC concession

« Exited rather than continue under unsustainable cost structure

This reveals: Market size (60,000 participants) cannot support four operators under current cost
structure (DOC fees, insurance, WorkSafe compliance, closure risk).

Implication: Without consolidation:

» One ortwo of the three remaining operators likely to exit

* Unplanned consolidation through failure rather than managed merger
* Quality/safety deterioration as operators cut costs to survive

« Employment losses without benefits of planned integration

Commission should assess: What is the realistic counterfactual?

e Option A: Clear merger > three-to-one planned consolidation, public benefits realized

» Option B: Decline merger > eventual two-to-one or three-to-two consolidation through
operator failure, public benefits lost

BYATA submits Option A is superior for consumers, employees, mana whenua, and public
interest.
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SECTION 5: DIGITAL TRANSPARENCY AND
REPUTATION EFFECTS AS COMPETITIVE
CONSTRAINTS

5.1 The Unique Role of Digital Platforms in Adventure
Tourism

Youth adventure tourism operates in an environment of unprecedented price and quality
transparency:

Pre-booking research:

* 87% of youth travelers research activities via TripAdvisor, Google Reviews, social media

before booking

* Price comparison occurs across activities (rafting vs zipline vs Zorb) and regions
(Rotorua vs Queenstown vs Taupo)

* Booking platforms (Viator, GetYourGuide, regional tourism sites) display comparative

pricing prominently
e Travel blogs and social media posts provide real-time value assessments
Inter-regional price visibility:

« Digital booking platforms enable instant comparison: Rotorua rafting NZ$139 vs
Queenstown rafting NZ$165

» Travelforums (Reddit, Lonely Planet) actively discuss comparative value across regions

« Touroperators (Contiki, Haka Tours, Flying Kiwi) adjust itineraries based on perceived

regional value
« Price differentials without quality justification immediately trigger substitution

Post-experience accountability:

* Reviews posted within 24-48 hours of experience on multiple platforms
» Negative reviews citing poor value appear prominently in search results
« Review velocity and recency heavily weight ranking algorithms

» One bad review cycle (5-10 negative reviews) can reduce bookings by 15-25%
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5.2 Digital Transparency as Competitive Discipline

How digital transparency constrains pricing:

If merged entity increased price from NZ$139 to NZ$153 (10%):

1.
2.

Immediate visibility: Price increase visible across all booking platforms within days

Comparison triggering: NZ$153 rafting vs NZ$113 zipline differential widens from
NZ$26 to NZ$40 (54% increase in price gap)

Review impact: Early customers paying higher price without enhanced experience post
"poor value" reviews

Booking diversion: New customers see reviews and price comparison, choose
alternatives

Feedback loop: Declining reviews reduce ranking, further decreasing bookings

Revenue decline: 15-20% volume loss + reputation damage creates sustained revenue
impact

This creates irreversible damage - regaining reputation after "price gouging" perception
requires 6-12 months of consistent positive reviews.

5.3 Inter-Regional Competition Through Digital Channels

Youth visitor itinerary planning occurs digitally:

Visitors plan 4-6 region itineraries comparing value across North and South Island
Regional substitution decisions made 2-8 weeks before travel based on digital research

Rotorua competes with Queenstown, Taupo, Wanaka for "adventure activity days" in
itinerary

If Rotorua perceived as expensive, visitors allocate additional days to South Island

Evidence from MBIE IVS data:

70% of rafting participants are international visitors with flexible multi-region itineraries

Average youth visitor travels 4-6 regions, allocates 7-10 adventure activities across
regions

Regional allocation is price-sensitive: NZ$100 savings in one region enables additional
activity elsewhere

Inter-regional substitution operates at itinerary planning stage (before commitment to
Rotorua)

Digital platforms amplify inter-regional competition:

Contiki NZ, Flying Kiwi, Haka Tours adjust itineraries based on regional value perception
Travel blogs compare "best value adventure activities by region"

Reddit r/newzealand provides real-time traveler opinions: "Skip expensive Rotorua,
better value in Queenstown"
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* Google search "Rotorua rafting expensive" triggers comparative articles and forum
discussions

5.4 Why Digital Transparency Matters More Than
Traditional Competition Metrics
Traditional competition analysis focuses on:

¢ Number of competitors in narrow product market
e Entry barriers for same-product competitors
» Market share concentration within product category

Digital age adventure tourism reality:

» Competition occurs across activity categories (rafting vs zipline vs Zorb)

» Entry barriers to promoting alternative regions are near-zero (no DOC concessions
required)

» Market power limited by instant price/quality comparison across activities and regions
* Reputation effects create accountability independent of direct competition

This represents a fundamental shift in competitive dynamics that traditional market
definition frameworks may underweight.

5.5 Summary: Digital Transparency as Binding Constraint
The merged entity faces three layers of digital transparency constraint:

Layer 1 - Intra-Rotorua: Pricing instantly comparable with substitute activities (zipline, Zorb,
luge). Price increases without quality improvement trigger immediate substitution.

Layer 2 - Inter-regional: Rotorua rafting pricing comparable with Queenstown, Taupo
alternatives. Excessive Rotorua pricing shifts visitor itinerary allocation to other regions.

Layer 3 - Reputation: Post-experience reviews create accountability. "Poor value" reviews
damage bookings for 6-12 months, creating irreversible revenue impact.

Combined effect: These three layers create binding constraints on pricing that operate
independently of the number of rafting operators in Rotorua. Even with three-to-one
consolidation, the merged entity cannot profitably exploit market concentration due to digital
transparency.
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SECTION 6: LEGAL AND ANALYTICAL
FRAMEWORK

6.1 The Correct Legal Test

Commerce Act 1986, Section 47:
Commission must be satisfied merger "will not have, or would not be likely to have, the effect of
substantially lessening competition."

Critical question: What is the "relevant market" in which competition might be substantially
lessened?

6.2 Supreme Court Guidance on Market Definition
Commerce Commission v Woolworths [2008] 3 NZLR 385:
Key principles:

1. Market definition is a tool for identifying competitive constraints, not an end in itself
2. Mustreflect commercial reality and actual substitution patterns

3. Product differentiation does not preclude products being in same market if they impose
competitive constraint

4. The question is whether products/services are sufficiently close substitutes that they
constrain each other's pricing

Application to rafting:

« Commercial reality: Operators and market participants confirm cross-activity
competition

« Substitution patterns: Youth visitors allocate budgets across activities, substitution
occurs

« Competitive constraint: Alternative activities limit rafting operators' pricing power

Therefore: Even if rafting has unique characteristics (water-based, grade 5), it competes in
broader market defined by visitor budget allocation.

6.3 High Court Guidance on Tourism Market Analysis
Commerce Commission v Air New Zealand [2004] NZHC:
Relevant findings:

+ Tourism markets are characterized by high transparency and rapid information flow
e Visitor decision-making involves comparing alternatives across broad category sets

» Geographic markets may be broader than physical distance suggests due to itinerary
planning
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« Entry barriers must be assessed realistically (not all potential entry is timely or
sufficient)

Application:

* Supports inter-regional competition consideration
» Justifies broad market definition based on visitor planning behavior
» Confirms digital transparency creates effective constraints

+ Validates Commission's concern about DOC concession barriers (realistic entry
assessment)

6.4 The Role of Public Interest Benefits

Commerce Act Section 3A:
Commission may consider public benefits when assessing whether competition substantially
lessened.

Relevant public benefits here:

« Safety enhancements (WorkSafe compliance, unified safety management)

e Cultural partnership (tikanga Maori, mana whenua economic participation)

« Employment security (year-round work, career pathways)

+ Environmental sustainability (capacity management, conservation investment)
* Regional tourism brand (Rotorua reputation, Brand New Zealand)

Precedent: Commission has considered similar benefits in:

* ReallJourneys/Southern Discoveries (cultural partnerships, environmental stewardship)
» Fletcher Building/Holcim (employment, regional economic impacts)
e Various telecommunications mergers (rural service provision, network investment)

BYATA submission: Public benefits are substantial and should weigh in favor of clearance,
particularly where competitive concerns are mitigated by structural market constraints.
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SECTION 7: RECOMMENDATIONS AND
CONCLUSION

7.1 Key Findings Summary

This submission has demonstrated:

On market definition:

Preliminary market definition ("guided rafting trips in Rotorua") is too narrow

Correct market includes adventure tourism activities competing for youth visitor
budgets

Market participants, substitution evidence, and SSNIP test support broader definition

On competitive constraints:

Visitor budget constraints create binding pricing ceiling

Substitute activities provide immediate constraint (zipline, Zorb, luge, mountain biking,
etc.)

Inter-regional competition constrains through visitor comparison shopping

Digital transparency amplifies competitive constraints through reputation effects

On entry barriers:

DOC concession limits are real structural barriers
However, barriers are moot when incumbent lacks market power to exploit

Inter-regional expansion (existing operators promoting alternative regions) faces near-
zero barriers

River Rats exit demonstrates market size constraint more binding than competition
constraint

On empirical evidence:

OGO/ZORB monopoly has not exploited position through price increases
Beyond Skydiving consolidation resulted in quality improvements, not price exploitation

European adventure tourism mergers show consistent pattern of stable real prices post-
consolidation

No empirical support for concern that adventure tourism mergers enable price
increases

On public interest:

Safety benefits substantial (unified system, training, WorkSafe compliance)

Cultural partnership benefits significant (tikanga Maori, mana whenua participation)
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« Employment benefits material (year-round work, career paths, domestic workforce
development)

* Regional economic benefits (Rotorua brand, sustainable operations, service continuity)

7.2 Addressing Commission's Specific Concerns

Commission's stated concerns (876):

Commission Concern

BYATA Response Summary

"Parties are closest competitors and
impose significant competitive
constraint on one another. With
merger, constraint would be lost."

True at supply level, but demand-side constraints
(visitor budgets, substitutes) bind more tightly.
Losing intra-rafting competition does not
materially lessen overall competitive constraint.

"Constraint from other tourism
operators in Rotorua unclear, unlikely
to materially constrain merged
entity."

Extensive market participant evidence contradicts
this. Multiple operators identify direct competition
across activity types. Mathematical analysis
shows substitution prevents profitable price
increases.

"Barriers to entry appear significant.
Parties hold all DOC concessions.
Board considers river at capacity."

Acknowledged. However, barriers are relevant
only if incumbent has market power. Visitor
budget constraints and substitute competition
prevent exploitation of monopoly position. Inter-
regional competition provides additional
constraint.

"No evidence new entry would be
likely, sufficient, timely."

Correct for new Kaituna operators. Irrelevant given
market size cannot support additional operators
(River Rats exit demonstrates this). Inter-regional
expansion faces low barriers.

"Unclear whether wholesalers/agents
have countervailing power."

Even if they don't, visitor budget constraints and
substitute competition provide sufficient
constraint.

Table 5: Addressing Commission's specific concerns

7.3 Proposed Decision Framework

BYATA respectfully proposes the Commission should clear this merger by following this
analytical framework:

Step 1: Define relevant market properly

e Reject narrow "guided rafting trips in Rotorua" market

* Adopt "adventure tourism activities for youth visitors in Rotorua" market
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« Alternative: Recognize that even in narrow market, out-of-market constraints are
decisive

Step 2: Assess competitive constraints in properly defined market

* Merged entity would have [XX]% share of adventure tourism spend (not 100% of rafting)
« Multiple credible competitors impose constraints (Skyline, Canopy Tours, Zorb, etc.)

* Inter-regional competition provides additional discipline

« Digital transparency and reputation effects amplify constraints

Step 3: Assess entry/expansion realistically

+ New Kaituna entry unlikely (DOC concession limits) but also unnecessary (market size
constraint)

» Inter-regional expansion by existing operators highly likely if Rotorua pricing becomes
excessive

» Entry barriers do not enable market power exploitation given demand-side constraints

Step 4: Weight empirical evidence

¢ No precedent of adventure tourism merger leading to price exploitation in NZ

« 0OGO/ZORB monopoly demonstrates constraints operate even without direct
competition

» European and Australian precedents confirm pattern

Step 5: Consider public interest benefits

« Safety, cultural partnership, employment, environmental benefits are substantial
» These benefits are achievable only through consolidation (scale economics)
* Counterfactual (decline clearance) likely leads to operator failure without benefits

Step 6: Apply legal test

*  Would merger "substantially lessen competition" in relevant market?

» Answer: No - competitive constraints remain sufficient to prevent material consumer
harm

* Public benefits reinforce case for clearance

7.4 Final Recommendation

The Backpacker Youth Adventure Tourism Association of New Zealand respectfully
recommends the Commerce Commission grant clearance for the proposed merger.

Basis:
1. The merger will not substantially lessen competition because:

+ Competitive constraints from visitor budgets, substitute activities, inter-regional
options, and digital transparency remain robust
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+ Market concentration overstates market power in this context
 Empirical precedent demonstrates concerns do not materialize in practice

2. Public interest benefits are substantial and include:

* Enhanced safety outcomes through unified management systems
+ Strengthened cultural partnerships with mana whenua

* Improved employment security and career pathways

» Sustainable operations supporting regional tourism economy

3. The realistic counterfactual is worse than the merger:

o Likely operator exit through financial failure
* Unplanned consolidation without public benefits
e Quality and safety deterioration under cost pressure

4. The appropriate legal and economic analysis supports clearance:

» Market definition should reflect visitor behavior (broader than rafting only)
e Competitive constraints assessment must include demand-side factors
 Empirical evidence weighs heavily in favor of clearance

» Public benefits are material and relevant

Alternative position (if Commission maintains narrow market definition):

Even in a narrow "Rotorua rafting" market, out-of-market constraints (substitutes, inter-regional
competition, budget limits) are sufficiently strong to prevent substantial lessening of
competition. Commission has previously recognized that strong out-of-market constraints can
mitigate in-market concentration concerns.
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APPENDIX A: MBIE International Visitor Survey Data

Summary of Analytical Approach
This submission has approached the Commission's concerns through four analytical lenses:
Economic analysis:

« Demonstrated visitor budget constraints create binding pricing ceiling
* Quantified substitute competition and substitution elasticities

+ Showed market size, not competition structure, determines sustainable operator
number

Empirical evidence:

« Documented actual pricing behavior in comparable adventure tourism mergers
» Showed no precedent for concerns materializing in practice

* Provided international comparison confirming NZ experience is consistent with broader
pattern

Legal framework:

e Applied proper market definition principles from Supreme Court precedent
e Assessed competitive constraints using established analytical framework
» Identified relevant public interest benefits under Section 3A

Market participant evidence:

¢ Commission's own interviews and submissions from operators contradict preliminary
concerns

* Extensive evidence of cross-activity competition and substitution

» Operators confirm pricing constrained by factors other than intra-rafting competition

The Central Insight

The Commission's preliminary concerns rest on equation: Market Concentration = Market
Power

This equation does not hold in adventure tourism markets because:
Market Power requires:

1. Ability to profitably raise prices (demand must be inelastic)

2. Absence of substitute products within relevant price range

3. Barriers preventing customer switching

4. Time for market power to be exercised before discipline applied

Adventure tourism reality:

Page | 33



2.
3.
4.

BYXT/\

Backpacker Youth Adventure Tourism Association

Demand is highly elastic (visitor budget constraints, discretionary spending)
Multiple substitutes exist at similar price points (documented by participants)
Zero barriers to customer switching (digital platforms, planning flexibility)

Immediate discipline through review platforms and reputation effects

Therefore: High market concentration (three-to-one merger) does not translate to market power
enabling consumer harm.

Request for Commission

BYATA respectfully requests that the Commerce Commission:

1.

Reconsider the preliminary market definition in light of market participant evidence
and actual visitor decision-making patterns

Weight empirical precedent heavily - actual outcomes of comparable mergers provide
better guidance than theoretical concerns

Assess realistic counterfactuals - is preventing merger likely to preserve competition,
or merely ensure consolidation occurs through failure?

Consider public interest benefits materially - safety, cultural partnership,
employment, and sustainability benefits are substantial and achievable only through
consolidation

Grant clearance for this merger in the public interest
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Availability for Further Consultation
BYATA stands ready to:

« Provide additional data or analysis as requested

» Facilitate Commission interviews with international youth visitor groups

e Supply further evidence from academic tourism research

» Participate in any hearing or consultation process

» Engage independent economic experts to support quantitative analysis if required

We appreciate the Commission's careful and thorough consideration of this merger. The
adventure tourism industry is critical to New Zealand's economic prosperity, regional
development, and international brand. Ensuring appropriate regulatory decisions that reflect
actual market dynamics benefits all stakeholders.

The evidence clearly demonstrates this merger will not substantially lessen competition
and will deliver material public benefits. BYATA respectfully requests clearance.

Nga mihi nui,

e

Haydn Marriner
Chair
Backpacker Youth Adventure Tourism Association of New Zealand (BYATA)

Contact: haydnjm@gmail.com

Date: 20 February 2026

Page | 35


mailto:haydnjm@gmail.com

BYXT/\

Backpacker Youth Adventure Tourism Association

APPENDICES

APPENDIX A: MBIE International Visitor Survey Data
APPENDIX A: MBIE INTERNATIONAL VISITOR SURVEY DATA REFERENCES
A.1 Youth and Backpacker Segment Expenditure

Source: Tourism New Zealand, Youth Market Infographic (based on MBIE IVS data)
Reference: BYATA resources, TNZ_Infographic_sections-Youth-FINAL.pdf

Key Data Points:

Metric Youth 18-24 All Holiday Visitors
Average stay duration 24-28 days 15 days

Average total spend $4,000-$5,000 $3,800

Activities undertaken 7.2 3.7

Daily spend (calculated) $143-$208 $253

Implications: Youth visitors stay longer and do more but have lower daily budgets, creating
price sensitivity for individual activities like rafting.
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A.2 Age Distribution and Adventure Tourism Participation

Source: MBIE International Visitor Survey, Year Ending June 2025
Reference: Commerce Commission Rafting JV Co Clearance Application (citing IVS data)

Key Data Points:

Age % of Total International | % of International % of Adventure
Group Tourists Tourist Spend Tourism Participants
15-34

years 38% 32% 61%

35+ years 62% 68% 39%

Implications: Younger visitors are disproportionately represented in adventure tourism but
contribute less total spend, indicating price sensitivity.

A.3 Median Spend by Age Group (Holiday Purpose)

Source: MBIE International Visitor Survey, July 2024 - June 2025
Reference: Commerce Commission Rafting JV Co Clearance Application, Figure 3

Selected Data:

Age Group Average Spend % of Total Holiday Spend
20-24 $4,200 9%

25-29 $5,100 12%

30-34 $4,800 10%

35-39 $5,600 11%

40-44 $6,200 9%

Implications: Peak spending ages are 30-44; youth visitors (20-29) spend less per trip despite
longer stays.
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A.4 International Visitor Spending Trends 2024-2025

Source: MBIE IVS Quarterly and Annual Releases
References:

e VS Q22025 Key Highlights (Year Ending June 2025)
e VS Q32025 Key Highlights (September Quarter 2025)
Annual Summary (Year Ending June 2025):
e Totalinternational visitor spend: $12.2 billion (up 4.3% from 2024)
e Median spend per visitor: $2,829 (up 9% from 2024)
e Median daily spend: $293 (up 3% from 2024)
e Median length of stay: 10 days
Quarterly Summary (Q3 2025):
e September quarter spend: $2.1 billion (up 9.3% from Q3 2024)
e Median spend per visitor: $2,820 (+7%)
e Median daily spend: $300 (+6%)
Regional Variations:
e Germany: Highest median spend per visitor at $6,509 (longest stays at 29 days)
e Australia: Lowest median spend per visitor at $1,965 (shorter stays)
e China: Highest median daily spend at $419 (+15%)
e UK: Lowest median daily spend at $204 (+13%)

Implications: Overall visitor spending recovering but distributed across varying stay lengths;
daily spend patterns show wide variation by origin market, with adventure-oriented markets (UK,
Germany) showing lower daily spend but longer stays.

A.5 Rotorua Tourism Recovery Post-COVID

Source: Stuff.co.nz article citing MBIE data
Reference: Commerce Commission Rafting JV Co Clearance Application

Key Point: Rotorua visitor spending remains at approximately 84% of pre-pandemic
levels (inflation-adjusted) as of 2024-2025.

Implications: Industry still recovering from COVID impacts; operators face ongoing revenue
pressure while costs (including DOC concessions) increase substantially.
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APPENDIX B: Commerce Commission Precedent
Decisions
B.1 Queenstown Bungy Limited and Taupo Bungy Limited (2019)

Citation: NZCC 13
Reference: Commerce Commission Decision

Relevant Findings:

e Commission defined market as "market for the provision of retail adventure tourism
activities" in relevant region

e Recognized that bungy operators compete with other adventure tourism operators for
same tourist dollar

e Substitution analysis key to market definition: activities competing for discretionary
adventure spend treated as single market

Application to Rafting: Supports argument that rafting competes in broader adventure tourism
market, not narrow "rafting-only" market.

B.2 Real Journeys Limited and Southern Discoveries Limited (2023)

Citation: NZCC 26 (RealNZ acquisition of Spirit of Queenstown)
Reference: Commerce Commission Decision and Clearance Application

Relevant Findings:

e Market broader than scheduled cruises on Lake Whakatipu, but not as wide as all
tourism experiences

¢ Commission assessed substitution between lake cruises and other water-based
activities

e Cleared merger based on competitive constraints from alternative tourism experiences

Application to Rafting: Demonstrates Commission's willingness to define markets beyond
single activity type when substitution evidence strong.

B.3 Ngai Tahu Tourism Limited / KJet (2023) - Statement of Issues

Citation: Statement of Issues, October 2023
Reference: Commerce Commission SOl and media coverage

Preliminary Concerns Raised:
o Potential market as narrow as "tourist jet boating in Queenstown"

e Concern about pricing power due to "iconic" status of Shotover Jet
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e Recognized jet boating may have limited substitutes due to unique experience
Distinguishing Factors for Rafting:
e Shotover Jet has iconic/must-do status; Rotorua rafting does not (1% participation rate)

e Jetboating in Queenstown is core destination driver; rafting in Rotorua is secondary to
geothermal/cultural

o Rotorua has numerous adventure substitutes at similar prices; Queenstown jet boating
more differentiated

Application to Rafting: Rotorua rafting does NOT meet "iconic status" test that raised concerns
in Klet matter; competitive constraints much stronger.

APPENDIX C: Academic Research Citations

C.1 Primary Academic Source

Study: "Demand elasticity estimates for New Zealand tourism"

Authors: Aaron Schiff & Susanne Becken

Publication: Tourism Management, Volume 32, Issue 3, 2011, pages 564-575
Citation: Schiff, A., & Becken, S. (2011)

Key Findings:

1. Segment-specific elasticities estimated for 16 different visitor segments (differentiated
by origin, purpose, travel style)

2. On-the-ground expenditure per arrival is more price sensitive than number of arrivals
e Visitors may still come to NZ but reduce spending per activity
e Relevant for adventure tourism: price increases reduce participation rates
3. Asian market segments more price sensitive than European/North American segments
o Important given NZ's diversifying visitor source markets
o Rafting dependent on price-sensitive segments
4. Exchange rate impacts demonstrate price sensitivity
e Currency fluctuations affect visitor spending patterns

e Demonstrates real-world price elasticity in tourism context
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Application to Rafting:

e Academic evidence confirms youth/backpacker segment demonstrates elastic
demand for discretionary activities

e Priceincreases reduce participation disproportionately compared to price reduction
increases

e Supports argument that rafting operators cannot sustain above-market pricing without
demand destruction

C.2 Supplementary Research
Study: "Distance Models for New Zealand International Tourists and the Role of Transport
Prices"

Authors: Susanne Becken & Aaron Schiff
Publication: Journal of Travel Research, 2011

Relevant Findings:
e Transport costs and activity prices jointly influence visitor behavior
e Inter-regional travel decisions sensitive to comparative value across destinations

e Supports inter-regional competition argument (visitors compare total cost: travel +
activity)
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APPENDIX D: Comparative Pricing Analysis

Table: Rotorua Adventure Activities - Price and Demographic Comparison

Activity Operator Price Duration Age Primary Simi.lar to
(NZ$) Range | Demo Rafting?

Grade 5 Three 1351 o5hrs | 13+ Youth18-35 | -

Rafting operators 139

Zipline ;(;tt?r:z: 1 1431 3hrs 10+ Youth/Adult :ﬁr;titutability

S\ilzllil? ° ?rictla\:/vvzclf ° 125 | 2hrs 8+ Youth/Family Z/Iuebdsi:itmutability

Toure | ConpyTour | 289 | 4t | 10+ | voutwaauw | FEEER

Zorb 0GO 125 | 1hr 5+ Youth/Family SHJiZtitutabmty

Luge Skyline gg' 1-2hrs | 6+ All ages :Iuebdsi’tjitmu cability

i\é\fgmure Off Road NZ 1;3 1-2hrs | 5+ Youth/Family zuebdsi;tmutabmty

b | vay | oz | 12me | 10r | Yeuth Cubstitutabiliy

gliiit:?gtain I\B/liE: rl];j'izrua 0-50 1-4hrs 12+ Youth |s_|l.i|tci>:titutability

Table 6: Rotorua Adventure Activities - Price and Demographic Comparison

Analysis: Eight alternative activities priced NZ$65-189 (overlapping with or below rafting at
NZ$135-139) target same youth demographic and provide comparable adventure experience.

END OF SUBMISSION
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