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HEALTH PROMOTION AGENCY

SUBMISSION TO THE MINISTRY OF BUSINESS, INNOVATION &
EMPLOYMENT ON THE BUY-NOW, PAY-LATER DISCUSSION
DOCUMENT

Thank you for the opportunity to submit feedback on the relative benefits and costs (including
financial hardship) of Buy-Now, Pay-Later (BNPL).

Te Hiringa Hauora is a Crown entity established by the New Zealand Public Health and Disability
Act 2000. As part of our role we work to achieve improvements in health and wellbeing for those
whose needs are greatest.

Our key role is to lead and support health promotion initiatives to:
o promote health and wellbeing and encourage healthy lifestyles
e prevent disease, illness and injury
e enable environments that support health, wellbeing and healthy lifestyles
e reduce personal, social and economic harm.

Te Hiringa Hauora has alcohol-specific functions to:

e give advice and make recommendations to government, government agencies, industry,
non-government bodies, communities, health professionals and others on the sale, supply,
consumption, misuse and harm of alcohol as those matters relate to the general functions
of Te Hiringa Hauora

e undertake, or work with others, to research alcohol use and public attitudes to alcohol in
New Zealand and problems associated with, or consequent on, alcohol misuse.

In this submission we focus on the potential harms that BNPL schemes can have when used to
purchase products that are harmful to health and wellbeing such as: alcohol, tobacco and vaping
products, and unhealthy foods.

RECOMMENDATIONS

In general, our recommendations include:

e regulating BNPL services via the Credit Contracts and Consumer Finance Act 2003 (option 3)

¢ excluding the purchase of alcohol, tobacco and vaping, and unhealthy food products from any
BNPL or other unregulated credit service.
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BACKGROUND

1. BNPL services can provide a low-cost, no interest/fee payment alternative to other credit
services. However, BNLP services can create financial hardship for consumers, especially if
unregulated.

2. Globally there has been a rapid expansion of online sales and delivery services' (especially
since COVID-19 restrictions have been in place), many of which provide BNPL options.

3. BNPL services increase the accessibility and availability of commodities such as alcohol,
tobacco and vaping products, and unhealthy food. Further, BNPL services provide a perceived
lower cost to the consumer due to fractional costing options.

4. This is concerning as increased accessibility and affordability of these products is associated
with increased use, harm and inequities in harm.

Alcohol use in Aotearoa New Zealand

5. Alcohol causes harm to people, whanau and communities and drives health and social
inequities, as well as significant costs in the health, welfare and justice sectors. Despite this,
alcohol is increasingly affordable, easy to access, widely promoted and highly visible to young
people and whanau.

6. There is strong evidence that greater availability of alcohol contributes to increases in alcohol-
related harms and that when further restrictions are placed on alcohol availability, harm from
alcohol decreases?®*5.

7. The World Health Organization (WHO) includes strengthening restrictions on alcohol
availability as one of the five ‘best buys’ for reducing alcohol-related harm®.

8. Remote sales and delivery of alcohol products increase accessibility. The harm this causes
was highlighted during 2020 and 2021 COVID-19 restrictions, which saw an increase in people
accessing delivery services’ and some increase in heavier drinking® in Aotearoa New Zealand.
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Further, online sales of alcohol do not adequately prevent sale to underage or intoxicated
people® %! with alcohol being delivered within the hour and often left unattended™?.

9. Affordability of alcohol is a key driver of alcohol consumption in Aotearoa New Zealand'®. Price
is especially important for low income, heavy drinkers'* who experience disproportionate levels
of harm.

10. In Australia, BNPL services are now being utilised to purchase food and beverages at pubs
and restaurants™. As alcohol impairs decision-making processes this puts people at risk of
financial hardship if using BNPL services while impaired.

Tobacco and vaping products

11. Tobacco is one of the three leading modifiable risks to health in Aotearoa New Zealand'®,
accounting for approximately 5000 deaths every year. New Zealand has a goal to achieve a
national daily smoking prevalence of 5% of the population by the end of 2025. While some
population groups will achieve this, Maori, Pasifika and low socio economic groups are not on
track.

12. There is evidence that price increases can decrease tobacco consumption and motivate quit
attempts. Price is especially important for low income, daily smokers, and young adults.
Conversely, because tobacco is so addictive, some people who smoke do not respond to price
increases, meaning increased financial burden on vulnerable communities.

13. Aotearoa New Zealand is a signatory to the WHO Framework Convention Tobacco Control.
Article 6 recommends strengthening restrictions on tobacco availability through taxation and
pricing strategies. WHO considers these strategies to be the most important factor in an
effective tobacco control system.

14. Due to a series of tax increases in recent years, Aotearoa New Zealand has some of the most
expensive tobacco products in the world. It follows that fractional costing utilised by BNPL
services would increase the affordability of tobacco products.

15. Vaping products are considered to be less harmful than tobacco, and there is evidence they
can assist people to quit smoking, but they are not without harm. Reducing accessibility of
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these products is a part of the tobacco control system to ensure young people and non-
smokers do not take up vaping.

16. As with alcohol, age verification via online sales does not adequately prevent sale of tobacco
and vaping products to underage people.

Unhealthy foods

17. A poor diet is a leading cause of early death in Aotearoa New Zealand, accounting for nearly
20% of all illness and premature death in 2017". The majority of foods eaten in high-income
countries like Aotearoa New Zealand is processed or pre-prepared by the food industry™®.

18. Unhealthy diets and obesity are two of the biggest modifiable health risks in Aotearoa New
Zealand. Consumers need a food environment that enables them to follow a healthy eating
pattern based mostly on whole foods and less processed foods low in added sugar and salt.

19. Actions that improve the quality of the Aotearoa New Zealand food supply, such as reducing
affordability of and access to unhealthy foods, have the potential to reduce overweight, obesity
and premature death and disability amongst millions of New Zealanders including
disadvantaged groups.

DISCUSSION

20. The increase in availability of unhealthy products such as alcohol, tobacco and vaping
products, and unhealthy foods, online and for delivery has negative impacts on health and
increases harms. BNPL services further provide increased availability and affordability of
unhealthy products.

21. Due to the use of fractional costing BNPL services are, in effect, offering unhealthy products at
a low price even if the full cost is received later.

22. Currently the BNPL sector is highly unregulated. As BNLP services do not charge interest or
fees (except when payments are missed) they are excluded from the regulations under the
Credit Contracts and Consumer Finance Act 2003 (CCCFA). These regulations require:

e reasonable and cost-based fees

e lenders to provide adequate disclosure

¢ lenders to comply with the responsible lending obligations

e lenders to assess a consumers’ financial position or assess whether the consumer is
likely to be able to repay the credit without substantial hardship.

23. The lack of the above obligations for BNPL services places consumers in a vulnerable position
to receive the credit they cannot repay.
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24. BNPL services can impose financial hardship on people who are dependent on unhealthy
products if the BNPL sector is left unregulated or without any control over products sold on
these platforms.

OPTIONS

25. Te Hiringa Hauora supports a strong regulatory approach by applying the CCFA to regulate
BNPL services (option 3).

26. Te Hiringa Hauora does not support the status quo (option 1) as evidence from the discussion
document and evidence of increased financial harm justify the need to regulate the BNPL
sector.

27. While a BNPL sector industry code and ongoing review of the sector (option 2) provides
flexibility for the sector to evolve, Te Hiringa Hauora does not believe a voluntary industry code
will be effective. This is exemplified by the voluntary self-regulation system run by the
Advertising Standards Authority to receive complaints about alcohol advertisements, which has
been criticised as being ineffective at reducing harmful exposure of alcohol advertising'®.

28. Te Hiringa Hauora supports the Ministry of Business, Innovation & Employment in reviewing
the BNPL sector regularly.

Keith Newton
General Manager Alcohol Group
Te Hiringa Hauora

Phone:
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