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You cannot have a community of any kind without some means of reaching agreement among its
members about who gets what … Who gets what a the local level is the responsibility of local
government. Local government is the most thoroughly political activity that there is. (David Lange,
Wellington July 1998.)
The formal institution of local government, like central government, is a creature of parliament.
Parliament, through the government of the day, sets the legal framework that enables councils to
operate, in the same way that parliament sets the rules and procedures that govern the way in
which central government works. Where central government exists to act in the national public
interest, local governments play a similar role in relation to the interests of localities and regions, see
figure 1.
Figure 1

Constitutional arrangements

In countries with multi-level governing systems the nature of the relationship between national and
sub-national government is critical. However, sovereignty resides in the parliament and it is the
parliament that has determined that New Zealand, like most countries, will have more than a single
level of government. Figure 1 shows the constitutional relationship to parliament as well as the way
in which central government acts as parliament’s agent in relation to local government. While
parliament works through its executive (central government), there is no clear mechanism for
parliament to exercise its stewardship interest in the system of local government and its
effectiveness. This is a question that is yet to be addressed in our constitutional arrangements, a
situation exacerbated by the lack of a single constitutional document.
Although some countries lack systems of local government, the majority of these tend to be city
states, such as Singapore, or totalitarian states that find the risk of local political an unwelcome
prospect. In some countries, not only totalitarian ones, what may appear to be local government is
actually a form of local administration, designed to deliver services on behalf of various national
agencies, as existed in the USSR and East Europe prior to 1989 (and which is gradually re-appearing
in some of those states). We distinguish local government from local administration by whether or
not the following conditions exist. Local government consists of:
democratically elected bodies (that) have well defined discretionary powers to provide
services to their citizens and finance them with the proceeds of one or more exclusive local
taxes of which they can determine the base and/or rate of tax (Bailey 1999 p. 224).
Critical to the definition are the concepts of “local” and “government”, although neither allows for
strict definition. “Local” refers to an area that shares common interests. In New Zealand it often
used conterminously with the concept of “community of interest”. Community of interest results
from the existence of a range of factors that contribute to an area having a sense of distinctness,
identity or difference, such as separation from other areas by natural landscapes or features shared
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in common, such as places of employment or a common sense of cultural identity.1 Government, on
the other hand, involves institutions that are democratically accountable and have the authority (an
authorising environment) to make enforceable decisions on behalf of the citizens and resident that it
represents, including the decision to levy a mandatory tax.
Both involve ambiguity. For example, when determining local authority boundaries community of
interest requires consideration of multiple factors, such as identity, tradition, values, size and
economy. Likewise, government, which implies policy autonomy and self-determination, exists
within the values, policies and beliefs that constitute the national project, and requires sufficient
capacity to give effect to its purpose and citizens’ expectations.

Principles, theories and concepts
A range of principles and theories have arisen to explain the way in which governance has changed
and evolved over time and guide future development, based on the strengths and weaknesses of
previous experience. Some, like the principle of subsidiarity are normative and are specifically
designed to enhance personal and community well-being, while others, like the range of economic
theories, are more explanatory. Some of the more influential principles and theories are described
briefly below.
Subsidiarity
The principle of subsidiarity holds that governmental functions should be performed by the lowest
practicable unit of government. 2 As a principle, subsidiarity comes from 19th - and early 20th-century
Catholic thought, which sought to find a middle way between radical individualism and a
collectivism. The Quadragesimo anno (Reconstructing the Social Order), which was presented by
Pope Pius XI in the early 1930s, advocated three principles that should form the basis of Catholic
social theory. They were personalism, subsidiarity and pluralism.
•
•
•

‘Personalism insists that the goal of the society is to develop and enrich the individual
human person; the state and society exist for the person and not vice versa.
Subsidiarity insists that no organisation should be bigger than necessary and that nothing
should be done by a large and higher social unit that can be done more effectively by a
lower and smaller unit.
Pluralism contends that a healthy society is characterised by a wide variety of intermediate
groups flourishing between the individual and the state (Greeley, 1977, p. 10 quoted in
Hucker 2008).’

The principles have since come to characterise social democratic countries with subsidiarity, in
particular, explicitly acknowledged in the design of the European Union and the constitutions of
many countries, not to mention multi-lateral organisations like the OECD and World Bank.
In practical terms, subsidiarity recommends that taxing, spending and regulatory functions should be
placed with local governments, or in some cases sub-local government, unless there are
overwhelming reasons this should not be the case. Such reasons can involve equity and
effectiveness, efficiency, and capability, all of which might be enhanced by placing specific
responsibilities with higher order governments, see appendix 3 for examples of the type of criteria
designed to make those assessments

1

Community of interest is one of the factors that the Local Government Commission, when determining
municipal boundaries, is required to consider, along with relative isolation and the distance between settlements.
2

This was first promoted in New Zealand by the report of the Royal Commission on Social Policy 1987.
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Decentralisation theorem:
The decentralisation theorem recommends that each public service should be provided by the
jurisdiction which has control over the smallest geographic area that can internalize the benefits and
the costs of the provision of that public service. The result should be efficient in an allocative sense
because:
•
•

•
•

local governments understand
the concerns of local
residents.
local decision making is
responsive to the people for
whom the services are
intended, encouraging fiscal
responsibility and efficiency,
especially if financing of
services is also decentralized
unnecessary layers of
jurisdiction are eliminated
inter-jurisdictional
competition and innovation
are enhanced (Frey and
Eichenberger, 1999,quoted in
Shah 2008 p. 6).

As a guide to the allocation of roles
and responsibilities the
decentralisation theorem is designed
to balance allocative efficiency with
the practicalities of accessing and
using local services and responding to
local preferences.

Decentralisation has three dimensions - political,
administrative and fiscal.
•

•

•

Political decentralisation refers to the range of
functions or responsibilities transferred from
higher to local levels of government governed by
elected representatives who operate in
accordance with defined decision-making rules
and systems of accountability.
Administrative decentralisation refers to the
manner in which services are actually
administered, such as the degree to which subnational governments exercise control over
processes, such as the ability to hire their own
staff and negotiate contracts.
Fiscal decentralisation refers to the allocation of
financial resources and the authority of local
governments to levy local taxes. This is generally
assessed by considering the share of local tax
revenue as a proportion of total public tax
revenue.

Devolution, a widely used term in New Zealand, is best
understood as describing a system of local government
characterised by all three types of decentralisation.

Since individuals differ in their
preferences for levels of public good provision, the capacity of decentralised government to diversify
public outputs in accordance with local preferences will improve resource allocation.
Voice and exit
An perspective in economics that also has direct application to the structural and institutional
arrangements of local government is Hirschman’s concept of “voice, exit and loyalty” (see Bailey
1999). While designed to explain how declining performance by a firm leaves consumers with the
choice of exit or voice, it is just as applicable to public institutions, particularly local government.
Exit refers to the ability of residents to shift to another local government should they
experience a deterioration in the quality or cost of local services, beyond their willingness to
pay. By voting with their feet citizens are able to signal their preferences or satisfaction
directly to their local government, which is often a monopoly provider. The movement of
residents (flight) can be a major influence on the behaviour of local politicians and officials.
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The value of exit is constrained when services are provided by a central government or by
large regional entities.3
Voice concerns the way in which residents can make individual or collective appeals to
political representatives in order to change or protect a policy or programme. The
mechanisms through which voice is articulated include voting, petitions, submissions, and
direct representation to elected representatives. The
willingness of residents to make use of voice is likely
Small local governments are likely to
to be influenced by their proximity to the council,
be better at solving the problem
ease of access to elected members, the culture of
that the right local public goods are
openness and the costs of the exit option (e.g. the
produced and go to the right
cost of relocation and employment).
people. In addition, the accuracy
Pluralism, citizenship and governance
with which local authorities are able
to match their residents’
In addition to the economic rationale for local government
preferences for local public goods is
there are also highly influential arguments for placing
likely to be enhanced by the Tiebout
government close to communities that emphasise the
effect.
development of citizenship and the distribution of power,
rather than simply the efficient delivery of public goods. The
In Tiebout’s model, local residents
argument was eloquently made by Alexander de Tocqueville
can seek a more precise match
when he argue that local government was necessary to give
between their preferences and local
citizens the experience of government and to provide a
provision by voting with their feet
school of citizenship (1969). Based on his study of American
(Tiebout, 1956). They can migrate to
democracy in the early 19th century he found evidence that
the local authority that provides the
participation in local self-governing associations and local
combination of local public goods
governments enabled citizens to come together to discuss
that is closest to their preferences
their common needs and increase their awareness of the
(Watt 2006).
needs of others. It is an observation echoed in more recent
work on civic republicanism and the character building and
democracy enhancing outcomes that arise from the practice of self-government (see Sandel 1996).
A related view regards local government as an important check and balance on the power of central
government due to the way in which popular decentralised self-government helps guarantee the
freedom of local communities and allows for the expression of dissent. The separation of powers
enables all members of the community to be active in promoting the public interest and thus avoid
the possibility that government being left to a minority or distant elite (Norton 1994). The
distribution of public authority over a number of levels of government also reduces the chance of
power and authority being over-concentrated in the centre, a pertinent risk to unicameral
parliamentary systems like New Zealand. As John Roberts, the former Professor of Public
Administration at Victoria, noted in his report on the potential re-organisation of Wellington in 1968
stated:
the growing power of government, as evidenced by its ever increasing intervention in the
economic and social affairs of the people, constitutes another reason for the existence of an
efficient system of local government. While central and local government must share, as
collaborative partners, the total task of governing the nation, an effective local government
structure is an important counterweight to the growth of central government power.

3

A central government can establish quasi markets that allow a degree of exit to provide signals to service
providers and policy makers. Both district health boards and schools have a level of self-management that
allows service variation and enables users to ‘exit’ and shift between service providers .
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Local government is not solely a matter of the management of local services; it provides the
democratic machinery for the expression of local opinion on all matters of public policy
(Roberts 1968).
Ultimately theories of local government tend to be both expedient, and regard councils as a useful
mechanism for the delivery of services, or ethical, and regard local government, as JS Mill did, as of
inherent value in and of itself. A more recent argument for local government, articulated by Stewart
and Clarke (1996) in the 1990s, highlighted the important role councils can play to reduce the impact
of government silos on communities, a theory that contributed to the current interest in community
and place-based governance. This view was further developed by the New Local Government
Network and later by Sir Michael Lyons (2007).
Community governance
Stuart and Clarke argued that the local authority, because of its democratic mandate and its role as a
provider of local public services, existed at the centre of a network of agencies and organisations
focused on meeting the needs and preferences of an area. They argued that local authorities should
have a role in influencing services used by local people, regardless of the formal arrangements for
the management and provision of those services. They also argued councils are in a unique position
to promote the participation of citizens, communities and service users in the co-production of
services and outcomes, such as partnerships with community organisations – a role that is
complementary to any statutory responsibilities they have as providers of specific activities (Stewart
and Clarke 1996). It was a view endorsed by one of the leading English think tanks, the New Local
Government Network;4
The local authority should be the guardian of the public realm, the champion and protector
of consumers, the supporter of social citizenship goals and of civic society and the promoter
of the economic and social health of the community and of inclusive and cohesive
communities (Filkin et al 1999 p.7).

The story of the NZ model
For most of its settled history, governance in New Zealand/Aotearoa has been local with whanau,
hapu and Iwi exercising levels of governance within their respective rohē. It was not until the signing
of Te Tiriti ō Waitangi and the imposition of British Rule that a national polity began to emerge.
What also emerged was a desire amongst the new colonists to make decisions about matters of
collective interest in their respective settlements. First up were the settlers of Port Nicholson
(Poneke) who voted in 1839 to establish a municipality to provide good governance to for those
living within the area, including the indigenous community.
Although the Poneke experience turned out to be short-lived, the colonial government depended on
communities to exercise self-government in order to meet their basic needs. This in turn required
the establishment of institutions to make collective decisions, which occurred in the first instance
during the period of provincial government. Following the creation of national systems of county
and municipal government in 1876 the number of locally elected bodies grew at a very fast rate,
growth that came to dominate central government policy towards local government for the next
century and half. By 1989 the number of local bodies, including both multi-functional councils and
single purpose bodies, had reached 692, not counting sub-municipal governments.
In 1989 the government of the day had sufficient political commitment to address what it rated as a
fragmentation issue. Giving additional powers to the Local Government Commission (established in
1947 to promote amalgamation) the local body landscape was totally transformed, reducing the 692

4 The New Local Government Network recently changed its name to Locality.

7

local bodies to 74 territorial councils (cities and districts) and 13 regional councils. The Hon Michael
Bassett, who oversaw the reforms, stated:
I wanted technically stronger, functionally more efficient and politically more accountable
local authorities with whom central government could discuss meaningful devolution of
functions to the local level ... to move to the next stage which I saw as enactment of a
general power of competence… (Bassett 1996, p. 34).
The resulting system was intended to a small number of large multi-purpose territorial local
authorities designed to have the capacity to deliver quality governance and efficient and effective
local public services- efficiency and accountability were the critical concepts. However, plans for
multi-purpose regional councils, essential to make the model work, were scuttled by the Local
Government Amendment Act (No 2) 1992, which reduced the role of regions to little more than
decentralised environmental protection agency. In addition to diminishing the role of regional
councils the government reduced the powers of the Local Government Commission and abolished
the Nelson Marlborough Regional Council (creating three new unitary councils).
The LGA 1989 not only consolidated councils it also substantially changed the way in which councils
worked. Modernisation saw councils shift to corporate style organisational structures with chief
executives and senior managers employed for their generic management skills rather than for a
specific professional competency. The reforms also sought to strengthen accountability in order to
enable local citizens to better oversee and hold their elected representatives to account. In short,
the philosophy that informed the State Services Act 1988 was reproduced at the local level.5
The NZ model begins to crack – creation of the Auckland Model
It was not until 2008, with the establishment of the Royal Commission on Auckland, that policy
makers began to seriously question that value of a local government model that was applied across
the country regardless of local circumstances. In 1989 the multiplicity of small boroughs and
counties that made up the Auckland region (Auckland City itself consisted of more than 30) were
replaced by six territorial councils and one regional council. By the early 2000sm, however,
government ministers, having recognised the importance of the Auckland metropolitan area as a
potential global city, were becoming increasingly frustrated by the difficulties of engaging with all
councils and arriving at agreed positions about strategic issues, a problem exacerbated by the 1992
LGA Amendment Act which removed regional infrastructure from the control of the Auckland
regional council.
Reflecting on the “complex fragmented governing arrangement that (was) Auckland” the NZ Herald
columnist Brian Rudman (15 April 2009) noted:
It's forgotten now, but if we'd stuck with the model the Local Government Commission
proposed in 1989 we mightn't be going through the current upheavals. … National's Local
Government Minister Warren Cooper feared a strong Auckland, and emasculated the
proposed strong regional council.
In frustration at the failure to get Auckland’s mayors to agree to a proposal to build a new sports
stadium on the Auckland waterfront, the Labour Government appointed a Royal Commission to
examine options for the future governance of the metropolitan area (see Reid 2010). On receipt of
the Commission’s report and recommendations, the National-led Government decided to create a
single unitary council for the greater Auckland region and designed a governance model that was
quite different in many respects to the rest of the country. Distinctive features include:

5

Ironically, central government has now shifted from the competitive philosophy underlying the State Sector
Act to a more collaborative approach found in the new Public Services Act 2020.
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•
•
•
•
•
•
•

The creation of a co-governance model with decision-making split between 21 local boards
and the governing body;
the creation of a single unitary authority, to be called the Auckland Council;
a requirement that Auckland Council develop a spatial plan;
the creation of a Social Issues Board to coordinate social policy interventions on Auckland,
including the Minister of Social Development as a member (the board was discontinued
after two years);
the creation for a Māori statutory board;
the establishment of council controlled organisations to operate water services, transport
services, regional facilities and economic development, with the first two set in statute;
A strong(er) mayor, able to appoint the deputy and council committees, as well as a standalone mayoral office.

Auckland Council has now passed its 10th anniversary and although designed specifically for
Auckland, there have been attempts to replicate the Auckland model elsewhere, namely in the
Hawkes Bay and Wellington in 2013/14. Community opposition in both regions forced the Local
Government Commission abandon its plans.
A non-theoretical approach to change
Perhaps because many of the local government theories discussed above were either not in
existence, or not widely known, during the 1990s, the reform of New Zealand local government
reflected popular narratives rather than economic or political theory. These popular narratives,
extending back to Richard Seddon and his attempts to consolidate local government in the 1890s,
held that fragmentation was bad, that small local authorities were inefficient and that local
government’s primary role was to address local market failure. The result was a system of local
government that had a high degree of autonomy and discretion but a low level of responsibilities
(tasks), see figure 2.
Figure 2

Task and autonomy

Source: Adapted from Naschold 1996
In terms of autonomy (the horizontal axis), which involves the financial freedom (setting rates and
borrowing) and freedom from arbitrary intervention by high level governments, has New Zealand as
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one of the more autonomous local government systems.6 In terms of their tasks or responsibilities
(the vertical axis) councils in New Zealand are well below the majority of countries in the OECD, and
will sit still further below, following the removal of the three waters and resource management
functions, thus reducing the salience of the NZ system (salience being the prime factor influencing
voter turnout).
Autonomy, which is a critical factor in the definition of local government, is also is also vital if local
government is to be an effective local leader, respond to local concerns and enhance well-being. As
the first settlers to Whanganui a Tara argued;
the inhabitants themselves are best qualified, as well as by their more intimate knowledge
of local affairs, as by their direct interests therein, to provide for the wants and needs of
their respective settlements. … the central government would thus be deprived of the power
of partiality in its legislation; while at the same time, the prosperity of the country at large,
would be promoted by the honourable rivalry which would spring up among the various
settlements (submission to the Municipal Corporations Bill 1842)
As the settlers argued, “honourable rivalry” between settlements would promote a focus on social
and economic development and, in their view, free central government to focus on matters of
national importance.

Assessment
The reforms of 1989 attracted significant international interest for both their political audacity –
reducing the number of local bodies from 822 to 87 in less than 18 months, and the modernisation
agenda which shifted the operating principles of local government form a traditional public
administration style to what is often described as a new public management style. The reforms
successfully addressed some critical problems of fragmentation and small local bodies lacking
capacity (Ranfurly borough, for example, was reputed to have had a population of less than 100), but
over time there has been a reassessment, for example:
•
•
•

•

With its emphasis on formalising the distinction between governance and management the
role of politicians has been diminished to a concerning level;
The removal of the unitary councils and their regional planning functions has created major
issues for communities today when attempting to plan for growth;
Although based on the assumption that larger councils would create economies of scale and
reduce the cost of local government the actual results were quite different. The only peer
reviewed assessment into whether scale resulted in efficiencies found no evidence that this
was the case (see Rouse and Putterill 2005)
The larger size of councils and smaller number of elected members has made it more
difficult for citizens to engage with their local authorities.

Against the emerging issues must be set the significantly higher levels of accountability and
transparency in the post 1989 model of local government, improved levels of organisational
capability and expertise, and stronger financial disciplines. Added to this were the impacts of reform
in 1996 that introduced long term financial planning, which has been copied by many countries, and
the 2002 reforms that sought to shift the culture from consultation to engagement. As noted above,
reform in 2010, 2012 and 2014 largely focused on reversing changes made in 2002 and reaffirming
the “expedient” concept of local government as simply as service provider.

6

It is important to note that these ranking can change quickly due to policy decisions made by higher order
governments. In recent years states within the US have begun to make extensive use of the pre-emption powers
to over-rule local government decisions, for example, in relation to mask wearing in the current pandemic.
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In relation to the success or otherwise of the Auckland governance reforms, it is important to note,
the degree to which the Auckland model, as established, departed significantly from the proposed
model put forward by the Royal Commission, differences that may have had a major impact on the
performance of the new council. In terms of the Government’s expectations, the Auckland model
has delivered, in that there is now a single organisation and one voice that central government can
work with, and this has been further acknowledged by the establishment of the Auckland Office.
However, it is long past time for a proper assessment of the strengths and weakness of the model,
some issues that need to be resolved are:
•
•
•
•

Tensions between the expectations of local boards and the role of the governing body
The siloed nature of the statutory CCOs, in particular, and the confused accountability that
has resulted in tensions with the governing body
The multiple centres of policy advice from the mayor’s office, the statutory board, the CCOs,
the local boards and the chief executive
Democratic deficits – that limit the number of members on the governing body and see local
boards representing very different numbers of residents.

Ultimately the Auckland Council model, in its current form, is complex, has high transaction costs,
and has too little control of its own destiny.
Any overview of local government reform in New Zealand has to recognise the lack of any consistent
guiding narrative or articulated theory. The nature of reform tends to be heavily influenced by the
personal experiences ministers have with their own local councils which has led to a “see sawing”
tradition with, for example, five changes to the purpose of local government over the last 35 years.
The factors behind this lack of consistent direction reflects, amongst other things:
•
•
•
•
•

The absence of a set of over-riding principles recognising the role and importance of local
democracy
The lack of a ministry of local government – so there is little institutional memory
The failure of universities to take local government or local democracy seriously (absence of
courses, degree options etc)
The lack of think tanks and research bodies focused on local democracy
The tendency for the minister of local government to be either outside cabinet or chosen or
given to a minority coalition partner or a new and upcoming member of cabinet.

Local government in the world
Local government in the world is an extremely broad church containing multiple approaches that
reflect factors as diverse as an area’s socio-historical development, its geography and its degree of
urbanisation. As the political scientist Edward Banfield noted:
A political system is an accident. It is an accumulation of habits, customs, prejudices and
principles that have survived a long process of trial and error and of ceaseless response to
changing circumstances. If the system works well on the whole, it is a lucky accident
(Banfield, quoted in James Q Wilson, March 2000).
Despite national diversity, common traits exist and many efforts have been made to look for
patterns. One approach, based on 13 different factors, identifies five broad categories of local
government, namely British, North American, South European, North European, and Japanese
(Norton 1994).
Countries in the southern and northern European categories tend to regard local government as an
organic part of the community rather than a useful device for addressing market failure, a feature of
the British or Anglophone approach. These local government systems also draw on the tradition of
Roman natural law, frequently employing written constitutions to define their powers and deriving
11

legitimacy from local communities themselves. The relative roles of local and central government
are seen as complementary in a collective tradition that seeks to build unity to avoid territorial
fragmentation (Norton 1994).
Appling the correspondence theory
Multi-level governance arrangements are generally selected to achieve correspondence
between jurisdictional boundaries and areas of benefit created by the services local
authorities provide (Bailey (1999). This, however, is a complex task as different functions
have different areas of benefit, weakening the correspondence argument. There are
three approaches to dealing with the problem of multiple functions with varying areas of
benefit.
•
•

•

One approach, fragmentation, guided the government of Margaret Thatcher,
giving rise to community governance theory a way of addressing fragmented local
governance.
A second approach is to create authorities with large populations that also cover
large geographical areas in order to attempt to incorporate the area of benefit of
each activity. Problems with this approach are externalities and tax transfers
which arise where activity boundaries fail to align with administrative boundaries,
as well as diminished democratic representation.1
A third approach for dealing with the correspondence issue is to develop multilevel forms of governance, regions or counties, able to take responsibility for
those sub-national activities that benefit more than a single jurisdiction.

In contrast, the Anglophone tradition, which includes New Zealand, is at once more instrumental
and more pragmatic, with councils viewed as one of a number of local agencies competing for the
right to deliver services. In this tradition, powers are not usually defined constitutionally and the
extent of council authority is more dependent on the goodwill of their parliaments. Unlike the
collectivity of the European models, the Anglophone approach is characterised by an active
individualism with competition between councils more pronounced. Japanese local government is
characterised by a strong multi-party presence, a combination of mayors and governors, high levels
of integration with central government and a mid-range level of decentralisation
Systems with a constitutional base often operate with a greater level of certainty, along with
guaranteed levels of social rights, than other systems and “provide, as it were, a philosophy within
which central and local governments, and political parties, are expected to act” (Norton 1994, p. 16).

Functions, form and funding
While each typology varies, critical for the success of each system is the degree to which local
government functions, form and funding are brought together in an integrated and strategic way.
Rather than a linear approach, in which functions determine form and then funding, the relationship
of all three are dynamic and decisions about one influence decisions on the others. Noting this
inter-relationship, the following section considers the three dimensions, functions, form and
funding, separately for ease of discussion.

Functions
While local government systems around the world are extremely varied, so too are the roles and
functions they undertake and how these roles and functions are divided between local and central
government. A helpful framework for describing those services generally undertaken by local
governments has been developed by Gerry Stoker. Stoker’s approach uses four categories; the
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expression of identity, social investment, social consumption and what Stoker describes as “postmaterial” (Stoker 2011).
Expressions of identity: Towns, cities and the places we identify with have particular
characteristics that distinguish them from other towns and cities and create a sense of
citizenship and attachment. Activities include:
•
•
•

the provision of amenities such as museums and cultural institutions,
the provision of public spaces and symbols, such as public artworks,
support for sporting leagues and community festivals.

Social investment: These activities are those designed to strengthen or improve the quality of
life or well-being of people within a specific jurisdiction. Activities include:
•

economic development initiatives, designed to attract new investment, promote the
tourist potential of an area or support local innovation.

•

Infrastructure, such as local roads, drinking and waste water, water and rubbish
collection.

Social consumption: Social consumption activities are those that local governments undertake
to meet the social welfare needs of their residents and reduce harm. Activities include:
•
•
•
•

programmes to support older citizens to ‘age in place’
the provision of social housing
schools
regulation of activities associated with negative externalities e.g. alcohol consumption.

Post-material aspects: Post-material activities are those that local governments undertake to
strengthen local governance, improve the effectiveness public expenditure and enhance local
democratic processes. These include:
•
•
•

Civic leadership
Community planning and initiatives to strengthen co-ordination amongst agencies
providing local services
Opportunities for building social capital through public participation and active
citizenship.

While councils in New Zealand are major providers of activities in the social investment, identity and
post-material categories, they provide very few activities of a social consumption nature, especially
in comparison to councils in Europe. The difference is highlighted in figure 3, which describes the
proportion of a nation’s taxable income allocated by its local government.
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Figure 3

Fiscal decentralisation

OECD
By measuring the share of total taxation that is allocated by sub-national system of government
fiscal decentralisation is a very approximate measure of the range of services those systems are
responsible for and the level of decentralisation.7 As figure XX highlights, New Zealand has a very
low level of fiscal decentralisation, reflecting the small role councils play in social policy, or social
consumption (Stoker 2011). The extent of those differences can be seen in Table 1.

7

As a measure of decentralisation it has to be considered against relative levels of autonomy as decentralisation
is both the share of expenditure as well as a level of autonomy as to how that expenditure is allocated.
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Table 1

Local services by country (local and regional governments)

Functions

Water: potable/waste/storm

NZ

Germany

Iceland

Sweden

Australia

Rep.
Ireland

8

?

Electricity
Heating
Land use planning

?

Recreation and social
facilities
Education
Cultural services, e.g.
libraries/museums
Hospitals, homes for the
aged
Public transport
Fire services
Economic development
Housing
Welfare families and
children
Public health
Waste management
Local roads
Emergency services
Source Gough 2009
Table XX highlights the degree to which the functions undertaken by councils in New Zealand tend to
be more infrastructural and less social policy focused than the other systems. New Zealand is close
the Irish local government system, and will be even more similar should the water reforms proceed

8

Varies according to state
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as proposed, although unlike councils in the Republic of Ireland, councils in New Zealand have
considerable fiscal autonomy.
Graham Bush, in his book Local Government and Politics in NZ (1995) notes that there has never
been a formal assessment of public services to determine whether they are best placed at a local,
regional or national level. Such assessments are more theoretical than real, however considerable
work has been done on the criteria that should be applied when making such judgements, see figure
2:
Table 2 Relevant factors for determining allocation of public services
Service Characteristic

Description

Economies of scale

Some services require larger areas for cost-effective provision. The larger
scale enables the cost of the units of production to be lowers and
overhead costs can be shared more widely. Centralised administration
often leads to lower administrative costs due to the ability to reduce
financing costs.

Dis-economies of scale

Some services increase in per unit cost as the size of the organisation
delivering them increases. These are often services that involve a high
degree of personal interaction.

Economies of scope

Some services draw on specialist skills that are also used by other
services, enabling the cost of scarce expertise to be both shared and fully
utilised. This phenomenon is called economies of scope and arises
amongst organisations, like councils, that are multi-purpose. .

Specialisation

Some services require such a degree of specialised knowledge that they
can only be provided efficiently and effectively by a central or federal
government

Variable preferences

Some services are such that they are either only relevant to some parts
or populations within a country or consumption preferences vary. These
are often best left to governments that are close to those communities
as higher level governments can be subject to information asymmetries
and consequently greater administrative costs.

National consistency

Some services are only effective if provided in a manner which is
nationally consistent, either for effectiveness or for equity reasons.
Accountability for these services should rest with the national level of
government.

At the margins it is very clear that some services require to be undertaken at a national level and
others are hyper-local. The spaces in between are significantly more ambiguous and involve
consideration of community values and expectations.
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Form and structure
Compared to most countries the structure of New Zealand’s local government system is relatively
simple, 9 consisting of a single “sphere’ consisting of three types of authority, regional authorities,
territorial councils and unitary councils.10 A more common way of structuring local (or sub-national)
government is through a multi-tiered structure, see table 3.
Table 3 Local government structures
Country

Population (m)

Sub-national tier

Local tier(s)

Denmark

5.5

5 regions

98 municipalities

France

60.9

22 regions
96 departments
35,000 communes

Germany

82.4

16 Lander

323 counties
117 unitary cities
13,299 municipalities

Netherlands

16.6

12 provinces

443 municipalities

(Source: adapted from Gough 2009, p. 7)
Local government systems in the developed world tend to be multi-level and better reflect the
different nature and circumstances of communities than single tier systems (see Norton 1994). In
many cases, such as Norway and Denmark, the regional sphere is primarily administrative, sitting
between local and central government. The five Danish regions are popularly elected and are
responsible for the quality of the Danish healthcare system as well as specialised social services,
regional mass transit, tasks connected with soil pollution, tourism and initiatives to promote growth
in rural and urban areas.
Large urban conglomerations can be either unitary metropolitan councils or operate within some
sort of metropolitan authority that undertakes issues of metropolitan scale. Such arrangements can
also enhance the capacity of local government systems to take on a greater number of functions, for
example, the Danish approach. Following reform in 2007 Denmark ‘downsized’ to five regions, which
were given responsibility for providing major public services, such as hospitals and secondary
schools (see www.kl.dk/English/Local-Government-Reform).
For further information on the allocation of public services across multi-tiered systems of
government see Appendix 3.
Local authorities also vary considerably by number, population and geographic size, reflecting
geography, historical development and political choice. See table 4.

9

Further simplifying the structure is that fact that New Zealand does not have unincorporated areas (areas
outside the control of a local authority) and every part of the country falls within the jurisdiction of a regional or
unitary council, except for a few small islands and the bed of Lake Taupo (for which the Minister of Local
Government is the council).
10 Noting that unitary councils are technically territorial authorities with regional council roles.
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Table 4 Municipalities: number, population and area
Countries

Number of
municipalities

Median
population

Average
area (km2)

United Kingdom

389

132,240

623

Rep. Ireland

31

122,900

2,206

Denmark

98

42,850

438

New Zealand

67

32,400

3,954

Netherlands

390

26,515

86

Chile

345

18,205

2,146

Sweden

290

15,435

1405

Australia

571

12,605

12,369

Finland

313

6,060

971

Norway

428

4,715

711

Slovenia

212

4,730

95

Italy

8047

2,430

37

Estonia

213

1,710

204

Iceland

74

880

1,355

Czech Republic

6258

420

12

OECD 2017
Note: Municipalities represent the lowest level of democratically elected local government; all
countries have unitary systems of government except Australia, and all countries are members of the
OECD.
The average or median sized of a local authority tends to be correlated with the number of local
authorities in a country. The larger the number of councils the smaller the resulting council
population will be, see figure 4. Compared to most countries councils in New Zealand tend to be
larger and represent bigger geographic areas.
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Figure 4
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Do councils have an optimal size?
Policy debate about whether or not there is an optimal size of local government tends to be
polarised between advocates for the notion that “bigger is better” or “small is beautiful” – an
argument that reflects simplistic views about the correlation between size, capacity, efficiency and
responsiveness, and often becomes simplistic binary between small equals responsiveness and
democracy with big equally efficient and bureaucratic. Some of the relevant considerations are:
•
•
•
•

The relationship between the size of a council and whether economies of scale are scope are
significant factors in the nature of services provided and cost of those services;
The relationship between size and the effectiveness of democratic responsiveness (voice and
choice) and whether trade-offs occur between size and democratic efficacy;
The impact of scale on the equity of service provision and the distribution of associated tax
burden; and
The relationship between local government size and economic growth.

The relation between size and economic efficiency involves at least six areas of consideration and
debate, namely economies of scale, scope economics, administrative and technical capacity,
administration and compliance costs, ecological factors and public choice arguments (Dollery and
Robotti, 2009 p. 31).

Funding
Local government systems, given their stewardship role in relation to essential infrastructure, need a
stable and predictable form of revenue so that they can make long term financial commitments. The
relative importance of infrastructure in the range of services undertaken by councils means that
highly volatile taxes would be less than ideal. As a principle the type of taxation available to local
government should be sufficient to allow councils to meet the cost of the responsibilities assigned to
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them. Unless they raise all or most of the income needed, councils will lack the incentive to provide
services cost effectively.
In his comparative study of local government Roger Gough (2009) identified five criteria by which to
assess the financial robustness and independence of local government systems, these are selffinancing; buoyancy; degree of higher government supervision; the proportion of general to specific
grants and exposure to new financial burdens.
1. Self-financing: refers to the degree to which local governments are self-financing and have
the authority to control the level of their own taxes. Divergence between funding capacity
and service delivery responsibilities creates a vertical fiscal imbalance.
2. Buoyancy of funding: refers to the diversity of council revenue sources. A single source of
taxation, particularly taxation without an automatic link to economic growth, potentially
limits the ability of a local government system to innovate and respond to increased local
needs.
3. Nature of central government supervision: refers to the degree to which local government
systems are subject to strong state supervision including caps on the amounts local
governments can raise in taxes, for example, rate caps. The stronger the supervision the less
discretion councils have over income and expenditure.
4. General versus specific grants: refers to local government systems which receive ongoing
funding (transfers) from high order governments to compensate for vertical imbalances or
recognise the national benefit from local services. General grants allow for local discretion
while specific grants must be allocated in accordance with instructions, diminishing
autonomy.
5. Exposure to new financial burdens: refers to the degree to which local governments are
subject to new tasks imposed by higher order governments. This is commonly known as
‘cost shifting’ as it concerns activities shifted to local councils without financial recompense.
Some local government systems have constitutional protections to prevent cost shifting or
agreements that new tasks will be compensated for.
New Zealand local government’s funding and financing arrangements strongly fulfil the first and
third criteria. The New Zealand system, in which councils control more than 80 per cent of their
revenue, is one of the most self-financing in the world. And with regard to criteria #3, councils have
more discretion than almost any other country. New Zealand does not fare that well in relation to
the other three criteria.
•

•

•

Property taxes are not buoyant, that is, they do not increase automatically as the economy
grows in the way that GST and income taxes do. The LGNZ review of local government
funding argued strongly that councils needed access to a buoyant tax to complement
property taxes (LGNZ 2015). See figure 5;
New Zealand has no “fiscal equalisation” scheme, by which governments “top-up” revenue
of those councils representing low socio economic districts.11 Arguably, an effective
equalisation fund, found in most local government systems, would address many of the
issues that the current reform of the three waters is intended to;
Cost shifting, or unfunded mandates, has been a regular feature of local government in New
Zealand over recent years. LGNZ, for example, has argued that legislation is required to

11 The only equivalent is the weighting given to the financial assistance rate (FAR) where by richer districts
receive a smaller subsidy than poorer councils.
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ensure that no activities are transferred without both consultation and appropriate funding
(LGNZ 2019)
Figure 5

Type of local tax revenue

Source OECD
The manner in which local government is funded in New Zealand makes it something of an outlier
compared to most other local government systems, as councils in New Zealand are heavily
dependent on a single taxing power, although in contrast to many countries, they have considerable
discretion over the application of that taxing power.
As a country New Zealand has four forms of tax – income tax, business tax, consumption tax (GST)
and property tax. Parliament has given central government the right to levy and collect taxes on
income, business and GST and local government the right to levy property taxes (which may be
levied on land and/or improvements). Unlike taxes on income and consumption, which grow as the
economy grows and as a result of tax creep, property taxes do not change as economic activity
increases and must be set annually, therefore they lack buoyancy, see figure 6. 12

12

Unlike many other jurisdictions, such as local government in the United States, property taxes are not set as a
proportion of the value of a property whereby they would increase automatically should property values increase
or decline should values also decline.
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Figure 6

Taxes in New Zealand)

6.7

93.3

Local government

Central government

Sources: NZ Treasury, Statistics NZ
The narrowness of New Zealand local government’s funding choices can be illustrated graphically by
comparison with other countries. Councils in Belgium for example, can choose from the following
taxes and levies, see below:
Table 5 Funding sources available to local authorities in Belgium
•
•
•
•
•
•
•
•
•
•

•
•
•
•
•
•
•
•
•

Leisure and amusement
pet ownership
Land transfer
Vehicle registration tax
Municipal tax on restaurant meals
fuel tax
Local Income tax
Commercial Tax
Local VAT or sales
Vehicle

Property purchase
Alcohol
vehicle insurance
a vehicle registration
surtax on electricity consumption
Building activities and construction
Tax on the increased value of urban land
Tourist tax (sometimes called a city tax)
Inheritance

(Source Colin Copus 2021)
The income received by councils in Belgium, from the above source, tends to be shared between the
central government and localities on a percentage basis. The New Zealand situation is remarkably
different. With income from rates sitting just below 60 per cent of operational revenue the
challenges councils and residents face include:
•
•
•
•

Postponed investment decisions due to reluctance from elected members to increase
property taxes;
Potential fluctuations in the amount of rates charged to properties due to valuation
changes;
Weak correlation to ability to pay;
Lack of buoyancy leading to pressures created by tourism and population growth.

Despite more than 15 funding reviews since the end of WW2, central governments have shown little
appetite to increase the range of councils’ taxing powers. In the face of cost pressures, such as the
pressures caused by the increase in visitor numbers or new standards for water quality, the most
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common government response is the establishment of a specific fund to allocate grants on
application.

The democratic question
At its most fundamental local government is the mechanism through which people, united by a
common interest in a specific place, make collective decisions about that common interest – the
local commons. It is also plays a critical constitutional role, especially in unitary countries like New
Zealand, as noted by the English political philosopher G W Jones:
In a country without a written constitution local government takes on an added significance,
since it is the only legitimate check on the power of central government. In a unitary state …
local government has to be a substitute for constraints on arbitrary power that are provided
elsewhere by the checks and balances of federalism and a written constitution (G H Jones).
In making decisions about optimal size and structure of local government to best deliver a menu of
services consideration needs to be given to the potential impact on both local government’s
constitutional and democratic roles. For example:
•

Choices to consolidate councils to make larger units will impact on democratic
responsiveness and ultimately electoral turnout, due to the likely physical distance from
residents and communities. Scaling organisations up also increases the gap between
decision-makers and citizens;
• Any reduction of council functions or responsibilities will reduce the “salience” of local
government, that is its relevance, with an increase in the number of people who will choose
not to vote or be involved in local authority
issues;
Research evidence ... suggests that
• Shifting services from local to regional
when local democracy is regarded by
government, or regional service delivery
citizens as important in their lives, and
arrangements, reduces the relevance of
where citizens are more engaged in the
councillors and undermines the argument in
political life of their local community,
support of voting.
then those citizens also tend to be
In short, decisions about functions, form and funding
more engaged and active within local
will have democratic implications which will need to
civic society. (Commission on
be factored into those decisions.
strengthening local democracy p.21
2014).
The state of local democracy
Local government reform in New Zealand is occurring
at a time characterised, in the views of many commentators, by a “democratic recession”. The
trigger for such concerns is not just the rise in nationalist populism but a gradual loss of trust in
established democratic institutions, indicated in many countries by a decline in voting. Citizens
seem to be “switching off”. One of the reasons for this alienation is economic and political
marginalisation. Communities that don’t vote tend to be poorer, have less education and live in
areas that have been badly affected by what is described as t “neo-liberal” model of the last few
decades of the last Century.
Contributing to the sense of voicelessness is the belief that political and technical elites have lost
touch with the needs of so called “ordinary people” - often associated with the rise of
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“managerialism” and the propensity to place public services into arms-length corporate bodies
resulting in a narrowing of the policy space in which democratic politics can operates.13
While turnout in parliamentary elections in New Zealand have recovered much of the ground lost
(in contrast to all other Commonwealth countries), the same is not true for local government, see
figure 7.
Figure 7
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Since the late 1980 both local and central government elections followed a similar declining path,
however since 2011 parliamentary elections regained most of the ground lost, whereas there has
been little change in either average or total local government turnout.
Turnout in local government elections reflects a system’s level of salience, which is the broad range
of functions, decision-making powers and local taxes characterising the system. As part of the
Anglophone tradition New Zealand councils have small task profiles and this low salience. Figure XX
shows local government turnout nine Anglophone countries and two countries from the North
European category, Iceland and Denmark. As the data shows, both Iceland, which has an average
level of decentralisation, and Denmark, a highly decentralised country, have levels of local
government turnout above 65 per cent. Within the Anglophone counties, average turnout of New
Zealand councils site below Tasmania, the Republic of Ireland and Northern Ireland, but is well
ahead of England, South Australia and Western Australia, see figure 8.

13 Local government has not been immune from this process with New Zealand local government being a world
leader in the use of arms-length agencies to deliver services. The current coalition government is currently
considering the option of corporate bodies to deliver drinking, waste and storm water services.
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Figure 8
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The level of salience is the critical factor in attracting voters. This relationship is highlighted in figure
9. Higher levels of autonomy and task profile (salience) gives citizens not only additional incentive to
vote, but also an incentive to participate directly in local civic affairs – arguably blunting the factors
that drive political alienation.
Local government turnout14

Figure 9:
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In addition to salience another factor that influences the responsiveness of a local government
system is the proximity of elected representatives to residents, that is, the number of residents

14

Figure 1 considers the relationship of fiscal decentralisation and voter turnout in local government elections
in unitary systems of government in the OECD, excluding former Soviet republics where democracy is, for
many, still a work in progress.
15 The United Kingdom’s outlier status is generally explained by councils lack fiscal discretion.
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represented by each councillor. The smaller the number the easier it is for councillors to represent
the needs of the communities they represent. Similarly, the larger the governing body the more
likely it is that the diversity of the community will be represented around the governance table.
New Zealand has a small number of elected representatives and consequently a high ratio of
residents to each councillor, see table 6.
Table 6 Ratio of residents to councillors
Country

Ratio

France

1:120

Germany

1:250

United Kingdom

1:2,600

New Zealand

1:4,647

Scotland

1:4,229

Wales

1:2,376

NSW

1:3,942

South Australia

1:2,088

Source: LGNZ
Strengthening salience, and building “inclusive pride” in the areas in which citizens live are strategies
for increasing interest in local government and turnout. An investigation into the state of
democratic infrastructure in Norway a few years ago, undertaken in the face of declining
participation, noted that “government, increasingly concentrated in Oslo, was falling into the hands
of a network of unelected technocrats, lawyers and journalists” (Quoted Jenkins p. 131, 2004). One
issue of concern was the tendency, over time, to remove public decisions from democratic
institutions:
Governments, instead of lodging power in centralised ministries and unaccountable
technocracies, should devolve (power) to regions and municipalities, as occurred, according
to the editors, in Norway almost two decades ago. 16

16 The Economist, September 15-21, 2018, page 22.
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Putting it altogether
Local government is a broad church. It consists of 78 sub-national governments that are
accountable to different communities, each of which has different needs, issues and priorities, and
in some cases, different respects values. Given this diversity, it is almost impossible to make a
general statement about local government that is in any way accurate. Consequently reform efforts
that take a one size fits all approach, the case with most previous reforms, inevitably transfer
problems and issues to future decision-makers.
By the same token, local governments operate multiple services through a range of different
delivery options as well as giving effect to local democracy. Any changes to form, function and even
funding should be considered in the light of their democratic function. Consequently, when thinking
about local government reform a first step is to distinguish between its democratic and its service
delivery function.
As noted above, democracies that are trusted have high degrees openness, opportunities for
participation and engagement between representatives and citizens. These tend to diminish as scale
increases. That is as councils become more distant from their residents, see figure 10,
Figure 10

Turnout by size of council

80.00
70.00
60.00

%

50.00
40.00
30.00

R² = 0.2302

20.00
10.00
0.00
0

50,000

100,000

150,000

200,000

250,000

300,000

350,000

400,000

Population

(which does not include Auckland Council due to presentation limitations) it highlights the degree to
which turnout increases as size diminishes. The reform challenge is to ensure democratic
responsiveness while delivering services at the scale appropriate to the nature of the service. In
contrast to the structural and process requirements for a strong democracy, services can be
structured in multiple ways, reflecting the nature of each activity. In some cases economies of scale
will require that services are provided jointly through some form of shared service arrangement or
jointly owned CCO, in other cases there may be grounds for greater localisation. Models used by
local authorities internationally, and to a degree in New Zealand, are set out in table XX:
Table 7

Service delivery models

Structure

Sub-categories

Relevant criteria
•
•

Single tier, fragmented
local government
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Access and accountability,
Allocative efficiency (local
responsiveness)

One tier, consolidated local
government

Metropolitan government

Two tier local government

Functional transfers between
existing tiers

City-county consolidation

Formalised regional
governance networks

•
•
•
•

Fewer externalities,
Economies of scale,
Regional coordination,
Equity

Upper tier:
•
•
•
•

Fewer externalities,
Economies of scale,
Regional coordination,
Equity

Lower tier:
•
•

Special purpose regional
bodies

Regional multi-purpose
•
districts (elected or appointed)

Access and accountability,
Allocative efficiency (local
responsiveness)
Economies of scale

Regional special-purpose
governments
Voluntary cooperation and
special districts

Regional organisations of
councils

•
•

Economies of scale,
Fewer externalities

•
•
•

Economies of scale,
Fewer externalities,
Regional coordination.

Inter-municipal service
agreements
Jointly owned public
companies (e.g. Council
Controlled Organisations)
Senior government role

Central local government
partnerships
Transfers to central
government

(Adapted from Foster, Perry et al 1996)
Governments have a range of mechanisms to ensure that the way in which services are delivered is
consistent with the extent of the benefits created by those services, noting that if the benefits
exceed jurisdictional boundaries then free-rider problems can arise. In cases where the benefits are
smaller than jurisdictional boundaries under-provision can occur.
In terms of function, form and funding, the goal is to establish a framework that is sufficiently
dynamic that it can adapt to changing circumstances, this requires an ability for local authorities to
raise issues directly with central government and vice versa. However, in terms of local democracy
citizens have loyalty to the places in which they live and identity involves attachment, which can
limit choices for service delivery. In this environment, councils are likely to play a bigger role in
commissioning services as opposed to providing them, or working collaboratively with other
providers.
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Facilitating collaboration, and building partnerships
A significant trend in local government over the last three decades has been the shift from treating
local governments as primarily service delivery organisations (output focus) to seeing them as
democratic leaders, working as part of a network of formal and informal local organisations that
contribute to local outcomes. This focus on outcomes was the result of a number of factors. First
was the shift from the post-WW2, paternalist welfare state model, in which governments provided a
relatively undifferentiated range of “one size fits all” public services.
This model faltered, not just from the neo liberal challenge, but also from changing social attitudes,
such as the rise of feminism and increasing social diversity, as previously “ignored” groups sought
recognition of their different cultures and aspirations, including the rise of Te Ao Māori. Responding
to this diversity, and the realisation that many of the problems facing society were beyond the
capability of governments working alone, the need act more quickly and in a more nuanced way
became accepted. Governments around the world gradually shifted their approach from one in
which they delivered services to citizens to an enabling and empowering approach, in which they
worked alongside and with communities.
The focus on desired outcomes acknowledged that the need, not only for multiple approaches but
also for active partners, from Iwi/Māori to NGOs, businesses and citizens themselves.
The contribution of the LGA 2002
This re-focus, essentially a recognition of the complexity of societies, was also a critical feature of the
Local Government Act 2002. Changes included the addition of an explicit duty on councils to enable
“democratic decision-making by and for communities” and created the Long Term Council
Community Plan, intended to show how councils would contribute to strategic outcomes for their
communities, outcomes not set by the council but by communities themselves, often through the
use of deliberative processes. While community outcomes were not binding on other agencies
working in localities, such as government departments, they held considerable weight (see Thomas
& Memon 2007).
It was a community governance model that required councils to act as facilitating and enabling
organisations rather than traditional models of representative democracy. Although it was shortlived experiment in community governance – the incoming National-led government quickly
removed every empowering reference from the LGA 2002 – it highlighted how quickly councils could
adopt new ways of working if required.
The importance of collaboration in achieving sustainable community outcomes has most recently
been recognised, and confirmed by parliament, with the passage of the Public Service Act 2020
(PSA). The PSA replaced the former State Sector Act, which emphasised competition over
collaboration and invested heavily in the contractual model of government. While the PSA’s
collaboration incentives are limited to the national public sector, i.e. government departments and
ministries, it does highlight the fact that the LGA 2002, which incorporated the philosophy of the
State Sector Act, is increasingly at odds with the philosophy underpinning the national public service.

Building partnerships with Iwi/Māori
The LGA 2002 also clarified local government’s status in relation to the Crown’s obligations under
the Treaty of Waitangi and introduced a range of additional measures to recognise Māori interests in
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certain kinds of decisions.17 References in the LGA 2002,as local government’s empowering statute,
include:
•

Section 4 requires that councils, in order to recognise the Crown’s responsibilities under the
“Treaty of Waitangi”, maintain and improve opportunities for Māori to contribute to local
government decision-making processes;
• Section 14(d) states that a local authority should provide opportunities for Māori to
contribute to decision-making processes;
• Section 77(c) requires that matters involving significant decisions about bodies of water or
land must take into account the relationship with Māori and their culture, as well as
ancestral values.
One of the failures of the system has
• Section 81 not only reinforces the importance of
been that the local council doesn't
having processes for Māori to contribute to decisionhave legislative mechanisms to deal
making but also consider ways of fostering the
with the social issues within their
development of Māori capacity to contribute;
community. … As iwi and hapū we
• Section 82(2) makes specific reference to putting
think that a collaborative approach
into place processes for consulting with Māori.
with our local council to deal with
the social challenges within our
As well as the provisions in the LGA 2002, when
community is the way to go – so
delegating responsibilities to councils the Crown must
that the decisions are not made in
ensure that delegations include a requirement to fulfil
Wellington, they're made at the
relevant Te Tiriti obligations. This is not a unique New
point of contact, and our people
Zealand issue. For comparison, the recent review of local
make decisions about what's best
government in Western Australia, drawing in part on the
for our people. (Ken Mair 27/4/21).
LGA 2002, recommended that
The new Act should recognise the unique status of Aboriginal people as traditional owners of
the land. It should also ensure they are empowered to engage in decision-making by local
governments in their local communities. In particular, the new Act should specifically require
local governments to plan for the delivery of, and provide, essential services to local
Aboriginal communities, including remote communities (where applicable) (WA 2021).
In addition to those situations where specific provisions apply, Te Tiriti ō Waitangi also influences the
constitutional and operational contexts in which councils operate, including the way in which they
build relationships with Iwi/Māori. This could involve, for example, incorporating the principles of Te
Tiriti o Waitangi in their own activities and negotiating relationships with mana whenua that reflect
local tikanga and circumstances.
As democratic institutions, councils need to balance their responsibility for governing the “local
commons”, which requires mediating the interests of multiple sectors, including Iwi/Māori, with the
following:
•

recognising the mandate of mana whenua and collaborating with mandated Iwi/Māori
organisations;

17

This discussion looks at the place of Te Tiriti and council/Māori relationships in the context of the LGA 2002
rather than the RMA 1991, which has extensive requirements for Māori involvement and which exist within the
quasi-judicial world of environmental management.
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•
•

fulfilling the Crown’s te Tiriti obligations when undertaking delegated and devolved
responsibilities;18
implementing specific requirements set out in the LGA 2002 and other statutes.

In order to engage, New Zealand councils and their Iwi/Māori partners have developed a broad and
diverse range of models to enable Iwi/Māori to participate in decision-making and to recognise their
mutual governing mandates. These range from mana whenua appointments on committees to joint
partnership models. The trend, since 1989, is for councils to formally recognise the indigenous
stature of mana whenua organisations and to provide new mechanisms for engagement and
participation, particularly mechanisms involving co-governance and co-management, such as have
been developed between Iwi/hapu and the Crown through the Treaty settlement process. Changes
to the Local Electoral Act 2001 to remove obstacles to the establishment of Māori wards and
constituencies will also change the way engagement will be approached.
Critical issues still to be addressed are likely to involve increased voice, a need for new forms of
collaborative governance and the building understanding of Te Tiriti o Waitangi within local
governments themselves.
Voice - the diversity of Iwi/hapu throughout Aotearoa means that it will be difficult for
legislation to prescribe, in detail, how Māori voices should be heard around the governing
table. This is further complicated by the different requirements of different statutes. For
example, the RMA 1991 specifying responsibilities to mana whenua groups while the LGA
2002 sets out process for engagement with Māori generally (reflecting that LGA 2002’s focus
on Article 3).
Collaborative governance – Iwi/hapu organisations have mandate through te Tiriti and their
indigenous status as traditional governors. In the future councils and Iwi/hapu organisations
will be working alongside each other as equals - more work will need to be undertaken to
investigate and develop new institutional models for effective co-governance. New models
are emerging, such as the Mana Whokohono ā Rohe arrangements.
Te Tiriti o Waitangi – to work with Iwi/Māori, councils will need to examine their own
processes, including their decision-making structures and the way in which they operate to
ensure they are responsive to the Māori and Te Tiriti ō Waitangi.

Emerging models of local government
Given that the generally agreed purpose of government, including local government, is the wellbeing of its citizens, one of the pressing issues is how councils should be structured and act in order
to achieve that goal. Relevant factors for consideration include:
•
•
•
•

The range of services councils deliver or commission and their ability to determine quality
and quantity of those services to address local needs;
The strength/clarity of councils’ democratic mandate to represent towns, cities and districts
and lead discussion on community vision and direction (the local authorising environment);
The capability and capacity of councils to contribute as a participant in the governance of
their communities, along with other parties, in order to enhance well-being;
The way in which councils are structured, and the rules that govern how they operate, and
the degree to which both facilitate effective co-governance and co-production with their
communities;.
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Without responsibility for the 3 waters and diminished responsibility for resource management the extent to
which activities undertaken by councils are on behalf of the Crown, or not, is yet to be determined. It would be
helpful if central government, when delegating responsibilities to councils, made Te Tiriti obligations clear.
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In short, promoting well-being is more than being provider of services, it is also about the ability to
influence other providers so that services meet local needs and fulfil local aspirations. To achieve
this, however, as Gerry Stoker (2011) notes, councils need “skin in the game”. To have influence and
be taken seriously by other parties, whether central government departments or Māori/Iwi
organisations, councils also need to be active participants in local governance, that is, they need
leverage.
Discussion about local government’s future are also occurring at the same time that increasing
attention is being given to the critical role that “place” plays in the achievement of well-being – as a
way to counter the silos that characterise traditional policy interventions. People live within places,
they volunteer their time and effort to improve those places, place is part of their identity and it is
often through place that social capital is formed.
Recognising the importance of place local governments around the world are developing new and
innovative ways of working with their communities, for example:
•

•

•

•

•

•

New municipalism - as exemplified by the City of Barcelona, involves new ways of working
that move away from traditional models of service provision and see the local authority as a
facilitator of outcomes, endowed with democratic accountability and hence the legitimacy
to make or endorse decisions.
Well-being - the devolved jurisdictions (Wales, Scotland and Northern Ireland) in the United
Kingdom, are using the well-being framework to identify local priorities, frame the way in
which they work with other agencies, and assess their success/ performance – the
framework is backed up by explicit indicators and community planning processes;
Remunicipalisation – councils, such as Preston and Daylesford in England, are reinvesting in
traditional municipal services and services, using their councils as anchor institutions for
smarter procurement, supporting cooperatives, community land trusts and exploring
alternative local currencies and municipal banks;
Neighbourhood governance/responsiveness approach, cities like Portland (Oregon), have
invested in building strong neighbourhoods based networks to ensure local voices are heard
around the council table. Stephen Goldsmith, the former mayor of Indiana, described this as
“awakening the power in his city’s neighbourhoods”;
New localism is a way of governing cities that involves multi-sectoral networks coming
together to solve problems. Local governments work alongside and participate in the
horizontal power networks that operate in cities, Copenhagen being a good example.
Copenhagen City Council turned around the city’s failing fortunes by partnering with its
business community in a transformation process that resulted in Copenhagen becoming one
of the world’s most desirable cities in which to live (Katz and Nowak 2016);
Town Hall democracy – practiced in New England, town hall democracy is a form of direct
democracy in which residents of the town gather once a year and act as a legislative body,
voting on operating budgets, laws, and other matters for the community's operation for the
following 12 months

Conclusion
The reform of local government in 1989 was driven by an overall desire to address what was seen as
a problem of fragmented local governance. In achieving this objective a standard template was
applied over much of the country, a governing template that saw New Zealand’s largest
metropolitan area, Auckland, governed in the same manner as the West coast of the South Island.
The lack of differentiation or nuance in the approach of the 1989 re-organisations has led to ongoing
issues in many parts of the country. An effective system of local government and governance needs
to acknowledge local circumstances and accept that the structure of local government may vary to
reflect the nature of those circumstances. Old narratives, however, tend to hang around. The
32

emphasis placed on the potential economies of scale that come from consolidaiton, as was widely
voiced up to an beyond the 1989 reforms, despite evidence ot the contrary, is just as strong
today,even though New Zealand councils are amongst the largest in the world. Missing from the
narrative is the importance of economies of scope, whereby multi-functional organisations are able
to share scarce or specialist skills accross multiple activities.
New channels of political participation, enlarging the space for citizens to engage in the polis and
contribute to policy-making on matters of local importance are needed to address problems created
by increasing political disenfranchisement and disempowerment. One strategy for achieving this is
to broaden the role of local government and local governance, so that they have a mandate, and the
resources, to address matters critical to social and economic development.
Speaking at the LGNZ conference nearly two decades ago, Michael Sandel, the Harvard philosopher,
noted that in an age of globalisation it is the politics of the neighbourhood and locality that matter
more, not less. But to enable this to occur, and to incentivise active citizen participation, the scope
of the policy and decision-making powers available to communities must be substantially larger than
what they currently are. However, ensuring that local government is fit for the future is not simply a
matter of new functions, new structures or new funding. As the examples in the final chapter
highlighted, empowering communities through co-production and collaboration requires new ways
of working and new operating cultures. It also requires an institutional context that puts more
emphasis on engagement and innovation than compliance.19
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Appendix 1 Draft World Charter of Local Self-government
The draft World Charter of Local Self Government, a replica of the European charter, was presented
to the United Nations at the turn of this century by the United Cities and Local Governments’
organisation. It sets out the fundamental principles necessary for a successful system of local
government. Key principles are summarised below.
1. Local authorities shall be entitled, within national economic policy, to adequate financial
resources of their own, of which they may dispose freely within the framework of their
powers.
2. Local authorities’ financial resources shall be commensurate with the responsibilities
provided for by the constitution and the law.
3. Part at least of the financial resources of local authorities shall derive from local taxes and
charges of which, within the limits of statute, they have the power to determine the rate.
4. The financial systems on which resources available to local authorities are based shall be of a
sufficiently diversified and buoyant nature to enable them to keep pace as far as practically
possible with the real evolution of the cost of carrying out their tasks.
5. The protection of financially weaker local authorities calls for the institution of financial
equalisation procedures or equivalent measures which are designed to correct the effects of
the unequal distribution of potential sources of finance and of the financial burden they
must support. Such procedures or measures shall not diminish the discretion local
authorities may exercise within their own sphere of responsibility.
6. Local authorities shall be consulted, in an appropriate manner, on the way in which
redistributed resources are to be allocated to them.
7. As far as possible, grants to local authorities shall not be earmarked for the financing of
specific projects. The provision of grants shall not remove the basic freedom of local
authorities to exercise policy discretion within their own jurisdiction.
8. For the purpose of borrowing for capital investment, local authorities shall have access to
the national capital market within the limits of the law (see https://www.gdrc.org/ugov/charter.html).
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Appendix 2 Criteria for resolving allocation question
There are a range of approaches for determining whether particular services are best placed at a
national, regional or local level, otherwise known as the allocation or assignment question”.
Economists, for example, argue that:
•
•
•

local (rather than central) government should be made responsible for the provision of
services, preference for which vary substantially amongst local communities, as does
willingness to pay associated tax costs
services should therefore be financed predominantly by local (rather than central)
governments
where preferences do not vary substantially between local jurisdictions, there is no reason
why such services should remain a local government responsibility and powerful allocative
efficiency and equity arguments why they should not (Bailey 1999, p. 226).

The practical implications of such criteria are that functions which typically have small areas of
benefit, such as refuse collection and disposal, municipal housing, leisure, recreation and personal
social services, are consequently more likely to be appropriate local government services. In contrast
functions which have large spillovers, such as cultural institutions like regional orchestras, should be
the responsibility of regional governance arrangements.

Taking a supply and demand approach
Bailey (1999) suggests that local government should be responsible for those services where
preferences and willingness to pay are likely to be varied, and that such services should be funded
locally. National provision should be confined to services where preferences are unlikely to vary
between jurisdictions. Oates (1972) introduced the principle of “correspondence” as a way of
determining the allocation of functions. This principle suggests
that the jurisdiction which determines the level of provision of a
Local governments should
public good should include all the individuals who consume the
be created such that
good.
preferences vary little
within localities, but vary
Dollery and Wallis (2001) suggest that local authorities should be
strongly between them
responsible for services where the economies of scale are
(Oates’
decentralisation
exhausted in their benefit area and note that this principle largely
theorem)
applies to the natural monopolies local authorities are frequently
responsible for, such as water and drainage systems. Both authors
recognise the difficulty of defining the scope of benefits for any specific service as well as the
problem of defining boundaries for services with different benefit areas. However, benefit alone
may not be the sole consideration when determining allocation of responsibilities. Other factors
such as economies of scale and scope, and redistribution, might outweigh the value of
decentralisation in any specific policy area, depending on the view of national policy makers.
Changes in technology can also affect the rationale for determining whether an activity should be
centralised or decentralised.
Table 8 provides a framework that looks at the characteristics of individual services from a supply
and demand perspective.
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Table 8: Finding the right jurisdiction
Level of Public Provision

Demand-Side factors

Supply-Side factors

Local

Variation in local taste (street
lighting, zoning)

Potential for competition
between jurisdictions (police
protection, road
maintenance)

Common property (urban
roads, waste disposal)
National

Spatial consumption
externalities (control of
epidemics)

Economies of scale (defence)

Equity concerns (minimum
standards for primary
education)

Cross jurisdictional
externalities (inter-urban
highways)

(Reid 1999, p. 12)
Factors that justify provision by higher order governments tend to involve cross-jurisdictional
externalities, the achievement of national equity standards and the existence of significant spatial
externalities (e.g. epidemics). Defining the point at which these factors justify high-order provision
however is not at all clear cut.
Debate about the size, role, and function of local government has generally been approached as a
debate between competing values of democracy and efficiency. Good institutional design is judged
on its ability to achieve economies of scale and avoid externalities, while providing citizens with
voice. Localism and the principle of subsidiarity tend to weight this debate by treating the issue of
democratic voice as the normative condition. This changes the policy question away from making
trade-offs between competing values to one in which departing from the local is only justified when
the benefits are sufficient to justify making an exception. Effectiveness involves finding the
appropriate policy settings with regard to size, powers, functions, resources (funding), linkages and
responsiveness (local accountability).

Determining the appropriate level of centralisation
Another approach is to determine the level of centralisation required for those services
which society regards as public. Foster, Perry et al (1997) suggest that service
centralisation depends on a number of factors:

•

legal provisions: at what levels entities can legally provide a service, for example in New
Zealand only the Police and a few defined national agencies have the power of arrest;

•

geographic dispersal of service beneficiaries: where are the beneficiaries of the service are
located, if, for example, they are located in a single geographic community efficiency
suggests that some form of decentralised delivery would be preferable;

•

institutional capabilities: the level of expertise – technical, financial and managerial – that is
necessary to provide the service;

•

historical arrangements: how services have been provided in the past; and the resultant
societal expectations;
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•

properties of the service itself: economies of scale, variable preferences regarding for quality
and quantity, externalities or spill-overs between jurisdictions.

In summary services are most likely to be the responsibility of national or regional governments if
they have dispersed beneficiaries, a narrow range of preferences, require a high level of
specialisation and tend to produce benefits that are difficult to contain within local jurisdictions are
most likely to be the responsibility of national or regional governments. Local services are more
likely to be those with few spill-over effects and a wide range of preferences and may be labour
intensive: for example recreation services exhibit these features. The question of how services are
provided – whether directly by governments, by some form of public standalone entity or contracted
out to the private or not-for profit sector - is a secondary question – likely to be determined
independently by each level of government although the capacity of each level to adequately
monitor contracts will have a bearing on such decisions.
While the determination of what services should be nationally provided may be relatively clear,
bearing in mind the dynamic nature of social preferences for universal standards, determining the
appropriate sub-national scale is possibly more challenging and subject to a larger range of variables
because of local and regional diversity. In their study of governance in Erie County, New York, Foster,
Perry et al (1997) suggest that regionalism is not inherently better or worse than localism.
Rather it is a matter of locating the attributes of different services along a local, regional continuum,
which takes into account the issues discussed above – economies of scale and the relative
preferences that exist between equity and efficiency, accountability and responsiveness.

The NZ Planning Council’s recommendations
Public bodies in New Zealand have thought about frameworks for allocating functions between
levels of government for a number of years. One approach was published by the New Zealand
Planning Council in 1984 (an adaptation of an earlier framework published by the Advisory Council
for Inter-Governmental Relations in Canberra three years earlier). Prefaced with the qualification
that any framework is “naturally influenced by the philosophical perspective adopted” and ability to
quantify questions such as determining the objective, assessing the costs and benefits of such
involvement and whether it is appropriate to expect non-government agencies to deal with it? The
Planning Commission’s criteria are:
General criteria
1. National unity. Those functions for which the nation needs to speak with one voice or to
promote an identifiable national image should usually be the responsibility of the national
government.
2. Coordination. The coordination of policy development should be the responsibility of the
most suitable levels of government involved, while the coordination of the administration
should be the responsibility of the lowest feasible level of government.
3. Overriding importance. Functions which are closely interlinked, or which are of overriding
importance, should be allocated first, usually to a central government, and those functions
which are dependent on interlinked or over-riding important functions usually should be
allocated to the same sphere of government.
4. Multi-functionality. Responsibilities should be assigned to multi-purpose authorities
wherever coordination and choice among the responsibilities are of importance, unless they
are outweighed by technical efficiency.
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Criteria related to responsiveness
1. Responsiveness. Responsibilities should be allocated to that sphere of government whose
area of jurisdiction corresponds with the area benefiting from the responsibility.
2. Community. Where it is desirable that responsibilities be met either in a manner that is
responsive to local conditions or in a manner that contributes to the well-being of the
community then they should be provided by the government closest to that community.
3. Accessibility. Where it is desirable that the public should have ready access to a particular
service then the administration of that service should be the responsibility of the
government closest to that service.
Criteria related to equity and equality
1. Social justice. Where equality of opportunity is important or where it is necessary to protect
the interests of minorities, that responsibility is best monitored and even controlled by a
central government.
2. Redistribution. The responsibility of policies intended to redistribute wealth nationally
should rest with the national government which should work towards a core of income and
wealth distribution concurrently with scope for the state and local government to initiative
some variations around this ‘core’ having a redistributive effect at the State (sic) and local
level.
3. Equalisation. The equalisation of units of government should be the responsibility of the
level of government next higher than the level of units to be equalised.
4. Uniformity. If uniformity, nationally or state-wide, is required then the appropriate central
government should have the main, if not total, control of that responsibility.
5. Portability. Where it is desirable that the rights and privileges conveyed by a responsibility
should be portable throughout the nation (or state) then that responsibility should be
controlled by the appropriate central agency.
Criteria related to efficiency
1. Mobility. Functions related to people or things or conditions which may be highly mobile are
best handled by higher levels of government.
2. Stabilisation.
a. Control of policies and programmes which contribute to the stabilisation of the
national economy should be the function of the national government.
b. Sub-national governments should not have power to pursue independently policies
designed to stabilise regional economies.
3. Internalisation. Responsibility for a function should be allocated to the level of government
capable of containing the costs and retaining the benefits of the responsibility within its own
boundaries.
4. Economies of scale. Responsibilities should be allocated to the level of government able to
provide the responsibility most economically.
5. Regional unity. Where for any reason it is desirable that the unity of a region be recognised,
then that responsibility should be vested in an appropriate regional body.
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Appendix 3 Allocation of sub-national tasks – a model
A generic model of allocated functions
“Sub-national governments around the world – structure and finance”, is an ambitious study of local
government systems in almost every country that has local government. It was published jointly by
the OECD (Organisation of Economic Cooperation and Development) and the UCLG (United Cities
and Local Governments) in 2016 and, based on their research, OECD/UCLG recommend that subnational responsibilities should be allocated across three orders of government – local, intermediate
and regional, see table 9. The three orders are described as:
Local – this level of government is described as having a wide range of responsibilities,
general competence powers and additional allocations by the law
Intermediary – this level consists of specialised and more limited responsibilities of supramunicipal interest, such as providing assistance to small municipalities and the exercise of
responsibilities delegated by the regions and central government;
Regional – this level of government is concerned with heterogeneous (responsibilities that
vary from place to place) and more or less extensive responsibilities depending on countries
(in particular whether federal or unitary
Table 9

Allocation of sub-national responsibilities

Local: community services:

•
•
•
•
•
•

•
•
•
•

Education (nursery
schools,
Pre-elementary and
primary education)
Urban planning &
management
Local utility networks
(water, sewerage, waste,
hygiene, etc.)
Local roads and city public
transport
Social affairs (support for
families and children,
elderly, disabled, poverty,
social benefits, etc.)
Primary and preventive
healthcare
Recreation (sport) and
culture
Public order and safety
(municipal police, fire
brigades)
Local economic
development, tourism,
trade fairs

Intermediary: sub regional
services delivered through
CCOs, joint committee or
other arrangements:
•
•
•
•
•
•

Secondary and specialised
education
Supra-municipal social and
youth welfare
Secondary hospitals
Waste collection and
treatment
Secondary roads and
public transport
Environment

Regional: services of regional
interest:

•
•
•

•

•
•
•
•
•
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Secondary / higher
education and professional
training
Spatial planning
Regional economic
development & innovation
Health (secondary care
and hospitals)
Social affairs e.g.
employment services,
training, inclusion, support
to special groups, etc.
Regional roads and public
transport
Culture, heritage and
tourism
Environmental protection
Social housing
Public order and safety
(e.g. regional police, civil
protection)

•
•
•

Environment (green areas)
Social housing
Administrative and permit
services

Source OECD UCLG 2016
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