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We want to give citizens and communities a greater say about the 
nature of local public services and how they are delivered.  This not 
in any way to suggest that we want to abolish central government, 
but rather that we want to establish a governance system that 
harnesses the respective strengths of both tiers of government to 
improve the well-being of ordinary people. Our concept of localism 
has a number of critical elements which involve:  

• promoting collaborative partnerships between central 
and local government that bring together the capacity and 
resources of the centre with the place-based knowledge and 
connections of communities, through councils, to address 
deep seated local issues;

• establishing a legislative framework that enables and 
incentivises local governments, where there is both 
capability and local support, to take on additional roles and 
responsibilities to improve the well-being and quality of life of 
their citizens;  

• promoting a “place based” approach to local decision-making 
that includes councils and government agencies along with 
the local organisations that are essential for communities to 
flourish, such as those representing business, Iwi/Māori and 
communities;

• The adoption of new and innovative and mechanisms through 
which citizens can participate in making decisions about their 
towns, cities and communities.

In addition, citizens have been losing their trust in our public 
institutions with voter participation well below the levels of three 
decades ago.

Addressing these issues requires a new approach to the way 
public services are commissioned and delivered.  One that builds 
not just on the knowledge and capacity of decision-makers in 
central government but one that also leverages the knowledge and 
capability of communities and their local governments.  It involves 
a mix of “letting go” power, so that communities and their local 
governments have the authority and means to properly address 
issues that are local in nature, and being open to working alongside 
and with local partners.  It is time to re-think the centralised “one 
size fits all” approach to running the country.  It is not working well 
enough.

LGNZ, with the support of the New Zealand Initiative, is calling for a 
shift in the way public decisions are made in New Zealand by seeking 
a commitment to localism. Instead of relying on central government 
to decide what is good for our communities it is time to empower 
councils and communities themselves to make such decisions. This 
means strengthening local self-government, putting people back in 
charge of politics and reinvigorating our democracy. We are seeking 
an active programme of devolution and decentralisation. 

Localism is underpinned by the principle that power and authority 
should flow up from citizens and communities, not down from the 
Government.  This is not so much a new idea, but rather a return to a 
way of governance that was practiced in New Zealand for hundreds 
of years before Europeans arrived. Localism is strongly aligned with 
Māori kaupapa, where power and authority strengthens the lower 
you go within the governing structures, from Iwi, to Hapu to Whanau. 
Concepts like Tino Rangatiratanga (independence) and Mana 
Motuhake (self-determination) reinforce the importance of place 
within Māori society. The philosophy of localism does the same for 
Aotearoa as a whole.

Foreword 

In many respects New Zealand is a great country to live in and visit, 
but there are a number of dimensions in which our performance 
is less than desirable. We sit in the bottom half of the Organisation 
for Economic Cooperation and Development’s (OECD) GDP per 
capita rankings, our level of inequality is amongst the highest in the 
developed world, and we have entrenched problems with poverty, 
regional inequality and environmental degradation. 
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Our localism programme is designed to create a more responsive, 
agile, and accountable system of local government, one that is more 
responsive to local concerns, empowered to address them, and 
improves the performance of both tiers of government.  Effective 
government cannot afford silos.  By creating the opportunities 
for more meaningful central local government partnerships 
and ensuring that government policies are based on good local 
information, better outcomes for communities are more likely to 
be achieved.  In other words, it is about leveraging central and local 
government’s strengths.  

Change is vital as our highly centralised and siloed institutional 
settings are acting as a drag on efficient and effective functioning of 
our society and economy.  We want to know what you think about 
these issues.

This discussion paper has been prepared to get the views of New 
Zealanders from all walks of life and I encourage you to seriously 
consider the arguments made and tell us whether we’ve got it right.

Dave Cull 
President 

< It is time to re-think the 
centralised “one size fits all” 
approach to running the 
country.  It is not working well 
enough. >
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Our process
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In particular we wish to give special thanks to the 150 people who 
participated in February’s Localism Symposium, who gave up a day 
of their time to put us on the right track.  

LGNZ is the national association of local authorities.  Our objectives 
involve advocating for the national interests of local government and 
promoting best practice.  Our vision is “local democracy powering 
community and national success” and we have committed to 
protecting and enhancing our system of local democracy. LGNZ is an 
incorporated society and all 78 councils constitute our membership.   

We frequently make submissions on draft legislation and regulations 
to ensure that the needs of our diverse communities are adequately 
addressed.  We also provide guidance to elected members and 
councils through our professional development arm EquiP.  In 
addition we support CouncilMARK™ that provides an independent 
assessment of council performance, see www.lgnz.co.nz.

What we will do with your submission

This discussion document is designed to assist LGNZ promote 
localism during the build up to the 2020 Parliamentary elections.  All 
submissions will be considered and insights taken into account as 
we prepare our localism manifesto in 2020.  Copies of submissions 
will be made available on the localism page of the LGNZ website.

For more information on LGNZ’s decentralisation and localism 
project go to www.localism.nz or contact:

Dr Mike Reid  Jason Krupp 
T. 04 924 1204  T: 04 924 1221 
E: mike.reid@lgnz.co.nz E: jason.krupp@lgnz.co.nz

Our process 

In publishing this document LGNZ thanks the many people and organisations that have 
contributed to the development of this discussion document, especially the members 
of the localism reference group who made their valuable time available to provide 
advice.

How to make a submission

Please send your comments and feedback by 15 December 2019 to 
mike.reid@lgnz.co.nz or send to:

Dr Mike Reid 
Principal Policy Advisor 
Local Government New Zealand 
PO Box 1214 
Wellington 6011
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Introduction
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Yet we can and must do better.  Our well-being is being challenged 
on a number of fronts and the traditional “top down” approach is 
poorly suited to address many of the challenges we will be facing in 
the future, particularly the need to lift economic performance in a 
sustainable and inclusive way.

LGNZ believes that one of the biggest factors holding us back is the 
failure of politicians and officials in central government to share 
power with citizens and their communities.  As a result we have a 
largely centralised approach to policy and decision-making which 
has stifled diversity and allowed other countries to leap frog us on 
a range of measures, from addressing child poverty to educational 
attainment.

Centralised approaches are essential when governments deal with 
matters of large-scale national significance, like climate change, 
macroeconomic policy and health and safety regulations, where 
uniformity may be needed.  But for other matters, where needs 
and preference vary, uniform solutions are both ineffective and 
inefficient.  The age of mass production, where you can have any 
coloured Model T Ford as long as it was black, is well past.  In today’s 
modern world, people have become used to differentiation, choice 
and innovation in the products and services they buy, and they 

Introduction 

New Zealand is a successful democratic nation that is widely respected for the quality 
of its governance, its record on human rights and its citizens’ quality of life.

expect the same of their government. In short, governments need 
to be nimble, responsive to change and innovative.  That is why we 
need to localise.

Responding to diversity

New Zealand’s towns, cities and regions are unique in their own ways 
and the best people to understand that uniqueness and difference 
are their citizens, and the people privileged to represent them.  
Successful policy interventions tend to be ones that build on that 
uniqueness and take a “place-based” approach when designing and 
developing local services.  

Consequently we must find better way of enabling citizens to be 
actively involved in shaping their own futures, working together 
with their governments of all levels to define issues and design 
appropriate responses, noting the particularities of their own 
circumstances.  Our future prosperity involves public institutions 
working in partnership with multiple partners, whether Iwi/Maori, 
local businesses or not-for-profits.  

Neither should we depend on experts to run our societies. As much 
as expert advice is necessary, we need to temper it with democratic 
guidance if we want to avoid a populist backlash. Democracy, 
not just in Europe and the United States but also in Australia and 
New Zealand, is increasingly influenced by communities that feel 
marginalised and disempowered by the current model of politics. 
Localism, in contrast, is both empowering and inclusive. 

< In the face of the most perilous 
challenges of our time - climate 
change, terrorism, poverty, 
and trafficking of drugs, guns 
and people – the nations of 
the world seem paralysed. 
The problems are too big, 
entrenched, and divisive for 
the nation state. Is the nation 
state, once democracy’s best 
hope, today dysfunctional and 
obsolete? (Benjamin Barber, if 
Mayors Ruled the World.) >

< The liberty of the individual, 
in things wherein the individual 
is alone concerned, implies 
a corresponding liberty in 
any number of individuals to 
regulate by mutual agreement 
such things as regard them 
jointly, and regard no persons 
but themselves (J S Mill) >
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Looking back to move forward

Historically government in New Zealand was local.  Power and 
authority resided with whanau, hapu and Iwi and it was only with 
colonisation that government at a national level became a reality, 
with central government becoming the larger of the two spheres of 
government by the early 20th Century.  It would be more accurate to 
say that localism is the norm, and centralism the aberration.  

Localism, as we envisage it, is designed to restore a level of the 
autonomy and self-governance that New Zealanders previously 
took for granted, and which many Iwi and Hapu are now reclaiming, 
especially those which are negotiating settlements or are in a 
post-settlement phase. Within New Zealand’s constitutional and 
legislative framework Iwi/Māori have a range of rights, kaitiakitanga, 
in relation to land and water within their rohe, in many respects our 
localist initiative is designed to give communities similar rights and 
responsibilities in relation to their own cities, districts or regions – 
that is, greater autonomy to determine local priorities.

If adopted LGNZ’s programme will involve significant system change 
in different areas and over time, however change will be incremental.  
On day one councils will continue to interact with communities as 
they always have, just as central government will continue to play 
its system stewardship role. Our framework, however, is purposely 
designed to be flexible, so that central and local government can 
evolve beyond the strictures of the current roles both play.

In this paper we outline the beginning of a process for gradually 
moving New Zealand from being one of the most centralised 
countries in the developed world to one that is prepared to trust its 
communities to play a meaningful role in our social, economic, and 
cultural development.

We look forward to your feedback

< It’s time to explore a new 
model of governance, one 
based on a re-energised civil 
society that draws on the 
strength and resourcefulness 
of people working together 
in diverse local and regional 
communities – a localist 
response (Future of local 
government declaration, MAV, 
2017) >

< We are promoting localism 
because we believe it is not only 
common sense but is vital for 
the good government of New 
Zealand (Dave Cull). >
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The problem
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The problem: Why New Zealand needs to change 

Like all countries in the world New Zealand is facing challenges on a broad front, from 
environmental to social and economic.

Some of these challenges can only be addressed through decisive 
leadership from central government. While addressing climate 
change involves local, national and international responses, it is 
essential that the state uses its unique financial and regulatory 
powers to ensure responses across the spectrum are aligned and fit 
for purpose.  

Yet many of the challenges modern democracies face cannot be 
effectively addressed by central government alone – it is too far 
removed from the communities that directly experience such 
challenges and which need to be part of developing the solutions.  
The reason for this is that the rationale for large centralised 
government institutions, namely access to information and high 
transaction costs, is breaking down with the intervention of digital 
technology. This self-same wave of technological change is speeding 
up the pace of decision-making, which centralised government 
institutions cannot match. That acts as a drag on society. Today’s 
problems need to be solved bottom-up rather than top-down (led 
by districts and regions), multi-sectoral rather than exclusively 
government (driven by networks), and interdisciplinary rather than 
specialised (drawing from diverse expertise and experiences) (see 
Courtney 2019).  They also need central and local government to be 
working together, not as principal and agent, but as partners.

That New Zealand is one of the most centralised countries in the 
developed world is not widely known by the public at large. However, 
the share of tax expenditure shows just how stark our centralist 
tendencies are, with 90 per cent of all public expenditure controlled 
by central government (see figure 1).  As a fiscally centralised nation 
our responses to emerging problems and challenges tends to be 
“top down” and “one size fits all” in nature.

The risks to a country of placing the allocation of such a large 
proportion of its public revenue in the hands of single government 
are well understood and are similar to the issues created by any 
monopoly provider, such as:

• Lack of contestability and risk of policy capture;

• Undifferentiated services;

• Diseconomies of scale; and

• Lack of responsiveness and bureaucracy.

In addition centralisation can have negative economic and 
social outcomes. Recent data from the OECD (2016) shows that 
decentralised countries tend on the whole to be wealthier than 
centralised countries (see figure 2).  This is partly explained by 
the way in which localising decisions through decentralisation 
strengthens allocative efficiency. This is achieved because 
decentralisation of public services is more likely to result in a 
better match between communities’ needs and preferences 
and the provision of public services, that is, over-provision and 
under-provision are less likely to occur.  Where resources are used 
effectively and efficiently economic growth is likely to be stronger, 
and foster inter-municipal competition that leads to innovation and 
growth.

Figure 2 shows a relatively strong association between fiscal 
decentralisation and per capita gross domestic product.  
Reinforcing this trend are two recent research projects from the 
World Bank, which found that a 10 per cent increase in the level of 
decentralisation is associated with an average increase in per capita 
GDP of 3 per cent (Blochliger 2013).  In short, decentralised countries 
tend to be wealthier than centralised ones.  They also vote more at 
the local level. 

 

< The concentration of power in 
the central state is holding our 
country back, fragmenting our 
public services and making local 
leaders too dependent on the 
whims of central government 
and its ministers (LGNZ). >
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Figure 1: Central government expenditure as a % of total government expenditure

Figure 2: Relationship between fiscal decentralisation and GDP

Source: OECD 2016

Source: OECD 2016
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Figure 3 shows the relationship between voter turnout in local 
government elections and the degree to which a country is fiscally 
decentralised.  The more decentralised a country is, the more 
citizens are interested in local elections, and the more they vote.  
Local government systems in centralised countries are generally 
regarded as having low “salience”, that is councils have a small range 
of functions and are responsible for a small share of taxation, and 
as a result they are regarded by citizens as of less importance to 
their well-being or quality of life.  This is highlighted in the following 
pictograph (The New Zealand Initiative 2019) which illustrates how 
little New Zealand councils spend on education, health and social 
welfare.

Figure 3: Voter turnout in local government 

Source: OECD 2016
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Figure 4: How local government stacks up
We’ve compared New Zealand’s local government to other countries around the world.  The results aren’t surprising, with our local government 
sector being tiny compared to the rest of the world.

Image: The New Zealand Initiative
Source: OECD Subnational Government Finance Database, https://stats.oecd.org/Index.aspx?DataSetCode=SNGF.
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Impact of centralism
As a general rule, countries that are centralised tend to be less 
wealthy and have lower standards of living than countries which are 
decentralised. Due to local factors there will always be exceptions, 
but localism does provide incentives to local politicians and their 
communities to take a more proactive approach to economic and 
social development. It gives them a real stake in the running of their 
communities. Centralisation is prone to paternalistic behaviours 
(we know what is best for you) that leads citizens to believe that the 
government will necessarily “fix things”, which it is not always well-
positioned to do. 

This is not to say that we don’t need a strong and effective system of 
central government.  Central government has a critical role to play, 
but successful outcomes increasingly depend on the willingness 
of governments to stand back and be prepare to support local 
efforts.  Too often government programmes are “helicoptered” into 
communities with little understanding of the local context.  When 
asked by Salvation Army researchers what their hopes for their city 
were one respondent captured the issue perfectly when she replied 
“that Porirua and the Creek stop being “Pilot City”.  The researchers 
concluded that it was time for governments to stop just piloting 
new ideas and initiatives, leaving with the lessons and not returning 
(Salvation Army 2017).

In their recent report on the state of our communities the Salvation 
Army identified four “meta-themes” that were having a major impact 
on the quality of community life. These were the local economy 
(jobs and businesses), housing, crime and safety and children and 
youth.  As the Report stated:

People wanted more jobs, particularly for their young people. 
They want more businesses and revitalisation in their public 
spaces and shopping areas. Our people are facing massive 
housing challenges … According to the locals, these housing 
related issues have led to more problems involving disengaged 
youth and other anti-social behaviours. The people were 
particularly concerned about gangs, drugs and begging in their 
communities (Salvation Army 2017). 

These are not new issues.  The fact that they have been with us for 
many generations, despite the attempts of multiple governments 
to resolve them, is testament to the failure of the current top-down 
approach.  The needs of communities won’t successfully be resolved 
by more of the same – we need a new approach, one that mobilises 
multiple actors, such as the local governments, communities 
themselves, Iwi/Maori and others.  We can no longer afford the 
paternalistic “central government knows best” model of public 
decision-making.  

The model is not only failing many of our communities but we are 
also falling behind other countries in a number of critical areas, for 
example:  

< The idea that either a 
government programme or 
private contract can solve 
complex social problems on 
its own is a false promise. Over 
reliance on such methods 
tends to neglect the agency 
and insights of the people 
themselves, leaving huge 
amounts of talent and resources 
– in all walks of life and in all 
parts of society – wastefully 
untapped (IPPR 2014). >

< New Zealand’s policy 
landscape is rife with “one-
size-fits-all” thinking where, by 
necessity, central government 
decision-makers end up 
simplifying problems they 
are trying to solve because 
of the difficulty of managing 
complexity. >
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Economic performance 

In the mid-1980s New Zealand’s economy went through a period 
of major change, including the removal of trade barriers and 
import restrictions.  One of the reasons behind the fourth Labour 
Government’s decision to initiate reform was the fact that New 
Zealand’s ranking amongst the members of the OECD, a group of 
developed countries, had fallen to 21st.  More than thirty years on, 
New Zealand’s ranking in the OECD remains at number 21.  Unlike 
many of the countries in the OECD the one change we did not make 
was the decision to decentralise.

Regional inequality

Since the 1980s we have seen a significant growth in the size of the 
socio-economic differences between localities and regions in New 
Zealand. Today, the average per capita GDP of our three poorest 
regions is currently $41,000; in contrast the average GDP of our three 
wealthiest regions is $67,500. The difference is significant and some 
analysts argue that such spatial inequality is directly related to high 
levels of centralisation, given that poorer regions have less ability to 
influence centralised decision-makers.

Democratic engagement

Internationally there is an increasing concern that democracy is 
facing a “recession” with a decline in the numbers of people voting 
and diminishing trust not only governments but also in the concept 
of democracy itself.  New Zealand is not immune.  Voter turnout 
in both parliamentary and local elections is well below the rates of 
thirty years ago, even though there has been a slight improvement 
in recent years. One reason why increasing numbers of people, 
and young people in particular, are no longer taking part in formal 
democratic processes is that they are unconvinced that their 
involvement will make a difference.  

This is why localism is important – the solution to declining interest 
in democracy is not less democracy, but more.  The solution to 
disillusionment in our democratic systems is to begin empowering 
citizens by providing them with a real ability to make a difference 
in their communities. We are not asking central government to 
abdicate its responsibilities.  New Zealanders elect governments 
to provide national leadership and implement their manifesto 
promises. Central governments need to focus on setting national 
priorities, minimum standards, and being stewards of the legislative 
framework that encourages communities to work out the best 
way of achieving them. Sharing power can assist governments by 
strengthening the ability of local areas to work towards national 
priorities in a manner that reflects local circumstances.  It also 
enables politicians and officials in the centre to focus on the strategic 
issues rather than getting bogged down in the detail.

Making NZ the best country we can requires a new approach to 
how we make public decisions, one that enables citizens to have a 
greater say about the policies and programmes that impact on their 
communities.  

< The alternative (to growing 
bureaucracy and citizen dis-
engagement) is to bring power 
closer to ordinary people, partly 
by vesting more of it in local 
institutions that voters can really 
influence, but also by engaging 
citizens themselves more in 
everything from healthcare to 
housebuilding (Parker 2015) >

< Administration becomes more 
oppressive in proportion to its 
increasing distance (Rousseau). >
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Our vision
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Our vision – giving communities a greater say 

It is time to look at how we organise our public services.  While central government has 
a critical role in overseeing the welfare of our nation as a whole, such as decisions about 
defence and climate change, there are classes of decisions that cannot effectively be 
made at the centre.

Decisions about local matters need the input of local citizens - the 
people who have the best understanding of the issues as well as a 
stake in the solutions. 

Why make a change? 
Change is vital. Because of its distance from communities central 
government often struggles to design services that address local 
concerns in a way that is relevant to the needs and circumstances of 
communities. Reasons for this include:  

• The problem of information asymmetry where governments lack 
information and  intelligence about local areas; 

• The risk of “silos”, where different departments provide services 
to the same area but fail to coordinate or share information; and 

• The lack of an integrated approach that aligns government 
services with the services provided and commissioned by 
councils and organisations.  

This can result in national decision-makers “losing sight” of local 
issues, such as happened with rural policing.  By 2016 police 
numbers in rural districts had fallen to such a degree that local 
councils and communities organisations launched a major advocacy 
effort to highlight the extent of the problem and seek policy change.  
As a result central government agreed to increase policing numbers 
and ensure a proportion of new recruits would be placed in rural 
and isolated communities.  It took local action before central 
government realised that rural policing numbers had fallen to a 
level where rural communities felt unsafe and change occurred. 
It is entirely plausible that the time taken to increase rural police 
numbers would have been significantly shorter if communities has 
more say in the police services they receive.

It is not easy for governments to keep a focus on the specific needs 
of all of our communities as well as the nation as a whole – that’s one 
of the reasons why we have local government. The policing example 
is replicated again and again across a range of different policy areas, 
from rural access to services like driver licensing and fast broad band 
services to the provision of social housing in low socio economic 
neighbourhoods.

< Managing water quality 
requires legislative 
frameworks that balance 
the responsibility of central 
government to set outcomes 
and local governments, with 
communities, to set policies and 
rules to manage our extremely 
diverse catchments. >

< We met local leaders from 
across the country who argued 
that they could do much more 
to tackle worklessness and lack 
of housebuilding if only they had 
the powers and resources to 
do so (The Condition of Britain 
2014) >
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Next steps
Ministers already have enough on their plate when faced with the 
needs of the nation as a whole – it is in nobody’s interest for central 
government to be micro-managing our towns, cities and regions, 
yet, as local discretion in some policy areas declines, this is occurring 
at an increasing rate.   

Critical to solving many of the challenges communities face is the 
need to utilise the wisdom, knowledge and input of the citizens and 
communities affected by those challenges.  New Zealand’s future 
social and economic performance will need our towns, cities and 
regions to thrive; for this to occur we need to harness the disruptive 
benefits that comes from empowering citizens and communities.  

Our plan to address these constraints on New Zealand’s social and 
economic performance, on which we are seeking your views, is set 
out in the next section of this paper. It has the following elements:

Devolution – where practical decisions about services that benefit 
local communities should be made at the level of government 
as close to those communities as possible and with the active 
participation of those communities in the decision-making process. 
We envisage a gradual process that begins with the transfer of 
functions and funding to areas that have both the will and capability 
to undertake them.

A buoyant tax – councils rely on property taxes to pay for public 
services like amenities and much of their infrastructure. Recent 
pressures on some councils, such as population growth and visitors, 
highlights the need for buoyant taxes that grow as the economy 
grows, as is the case with both income and consumption taxes. 
Without access to a buoyancy tax local decision-makers can lack 
the incentive to invest in areas that will spur growth, such as, for 
example, amenities for the visitor industry. 

Shaping well-being – central government’s commitment to inter-
generational well-being is welcome but raises the question of how 
local well-being should be defined.  It needs to be complemented 
by a localist approach that enables communities to define their 
own well-being needs and debate priorities. Local partners, such 
as Iwi/Maori, communities and business organisations, will need to 
be actively involved in co-designing and co-producing services to 
ensure they meet identified priorities.

Deepening democracy – our localist vision cannot work without 
the active engagement of citizens and communities.  This is vital for 
two reasons. In the first place citizen participation goes some way 
to addressing feelings of disempowerment and marginalisation. 
In the second place localism only works if local governments are 
responsive to local needs and preferences.

An end to cost shifting and unfunded mandates – cost shifting 
and unfunded mandates occur where central government requires 
councils to take on new responsibilities, or adopt new processes, 
without the necessary funding.  This can have constitutional and 
democratic risks as it means decision-makers, in this case central 
government decision-makers, are not required to consider the 
full cost of their decisions.  Enabling decision makers in central 
government to shift costs in this way undermines their accountability 
to voters and tax payers, ultimately weakening our democracy.

These elements are described in more detail over the next few 
pages.

< LGNZ and its members have 
long advocated for greater 
devolution of decision-making 
as a means of delivering 
better outcomes for their 
communities, but it also has 
the advantage of remedying 
the problems with our current 
central-local government 
arrangements. > < There are many good 

programmes tackling poverty, but 
these often apply national tools 
and measures inappropriate for 
complex local problems.  

The overseas development 
community accepts that top-
down solutions applied by 
successive governments are 
significantly less effective in 
tackling poverty than bottom-up, 
community driven approaches 
(Mayor Steve Chadwick 1 
February 2017). >
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Devolving roles and 
responsibilities
The previous section discussed some of the problems created 
by “over-centralisation”, many of which reflect the difficulty that 
governments at the national level have when designing policies and 
programmes for the increasingly diverse communities that make 
up modern societies.  Addressing the problem requires nothing 
less than an overall paradigm shift, one that brings decisions about 
services closer to the citizens and communities who use or benefit 
from those services.  Yet such a paradigm shift cannot happen 
overnight.  

It is important that service quality is not diminished as a result of 
the transfer of a public service, and that the organisation to which 
a responsibility has been transferred has the necessary capability 
and capacity to carry it out, as well as the necessary accountability.  
This requires an iterative or incremental approach. Accordingly we 
recommend the following for consideration:

1. Services, including the appropriate funding, should be 
transferred to local government (or an appropriately 
accountable local agency, such as an Iwi/Maori organisation), 
where it can be shown that improvements in efficiency and 
effectiveness will be achieved;

2. A framework should be established to enable councils to apply 
to “take over” or run a function that is currently provided by a 
central government department or agency within their local 
jurisdiction. 

3. All constraints on councils and other providers that limit their 
ability to craft policies and programmes to address local issues 
should be systematically and cautiously assessed and removed 
if they provide unnecessary. 

1. Devolving local services
In cases where preferences for services vary between localities 
and the benefits of those services are experienced locally, then 
responsibility for determining service levels should also be local.  
This is already the case with activities like sport and recreation, 
where needs and preferences tend to vary by location, however 
there are also services that are local in all respect that currently 
sit with central government. The need for these services, such as 
services for young people, older citizens and people with mental 
illnesses, tends to vary by locality. In addition the benefits are also 
experienced locally creating a strong argument for transferring 
responsibility to the local level.  To improve this situation we believe:

1. That central government should regularly review whether or 
not the services they currently provide or commission would 
result in more efficient and effective outcomes if decentralised.  

Such reviews could be the responsibility of the State Services 
Commission.

2. That any transfer of services should also include the funding 
necessary to provide the services or the means by which the 
receiving agency can raise the necessary revenue.

3. That any transfer, for example to local governments, is 
accompanied with guidance and support for councils to build 
appropriate competence and capability (see the Productivity 
Commission’s Report Better Local Regulations 2013 for a 
model).

This form of devolution should apply to those functions and 
responsibilities where local capability already exists (or a local 
council agrees to increase capability) and funding can be provided 
in a manner that does not compromise local autonomy. However, 
given different capabilities and interests this approach to devolution 
and localism will be incremental, perhaps increasing over time as 
capability and local interest also grows.  Examples of services that 
should be considered for devolution include:

• Vocational training;

• Welfare services for people in need;

• Mental health services;

• Social housing;

• Public health;

• Integration and coordination of social services;

• Services to enable older citizens to “age in place”;

• Urban development;

• Employment; and

• Services for young people not in employment or training. 

As noted above, important considerations when determining 
what services are better placed for devolution include the degree 
to which preferences vary across communities and the diversity 
of communities, which means that services may also need to be 
designed and delivered in different ways. We would also expect 
that any council involved in a transfer or devolution process would 
also be under a duty to look at whether or not the responsibility, 
or part of the responsibility, should be further devolved, such as 
to a community board or local organisation, including Iwi/Maori 
organisations.
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2. Negotiated devolution - enabling 
councils and organisations to apply 
to run public services
As our cities grow in scale and capacity they become better placed 
to take on additional responsibilities.  In fact bringing together 
services, for example, education, employment training and 
programmes for youth, can result in major benefits to an area. These 
come from being integrated, better targeted and better able to 
respond quickly to opportunities.  

Councils, partnering with citizens and stakeholders are best placed 
to decide what functions and powers are best transferred to their 
areas.  Consequently we want councils to have the right to propose 
the transfer of a service from a government agency to themselves.  
(There may also be a case to enable transfers to be initiated by 
community action, for example, by referenda).

We propose a legislative and regulatory mechanism whereby 
councils and local organisations could request that they be given 
responsibility for a government service (and the relevant funding) 
should it be found that the service is failing to achieve its intended 
outcomes for the relevant community. It is a “case by case” or 
negotiated approach to devolution and could involve the following:

• councils or organisations would have to show, when applying 
to take responsibility for a service, that delivery will be cost 
effective and result in better outcomes than currently being 
achieved by the central government agency;

• an independent assessment of the local authority’s capacity 
would be critical, similar, for example, to LGNZ’s Council Mark 
assessment programme;

• Ministers should be under a duty to seriously consider proposals 
for existing services to be devolved as long as the proposal 
has community support, there are opportunities for citizen 
participation and the business case indicates improved service 
effectiveness;  and

• Intrinsic to the transfer is funding –where a local government 
receives a transferred service funding must follow, in the form of 
a new taxation power, right to levy or general purpose grant.

Any such transfer be accompanied by an agreement setting out 
mutual obligations for matters like funding, expected outcomes, 
collaboration and evaluation.  Such agreements would be negotiated 
upfront and be explicit, and would be enforceable through the 
courts, giving both sides significant assurance in the process. 

Negotiated devolution is similar to the City Deal approach 
implemented in the United Kingdom and elsewhere and recognises 
the opportunities that are created as urban communities grow. This 
approach also allows central government to tailor the handover of 
powers in accordance with the type of council, rather than using a 
standard template. 

Example 1: Social housing

In this example a community is experiencing a shortage of social 
housing, with resulting issues of homelessness, street sleeping and 
related deprivation.  Central government capacity to respond to this 
has been constrained by the capacity of Housing New Zealand and 
the capital available to it. Negotiated devolution would allow the 
council to apply to the Government to take over the social housing 
function for its jurisdiction, as well as an agreement to build more 
social housing in an area, along with the relevant share of funding.  
The transfer would enable the councils to take a place based 

< Local amenities are major 
driving forces of change. 
Localities compete for 
investment, talent and business 
growth, and the quality of place, 
particularly for people and firms 
with choices, has become more 
and more critical (Katz & Nowak 
2017) >

< Negotiated devolution at 
work: the Greater Manchester 
City Deal. The UK government 
has sought to drive stronger 
economic growth by devolving 
economic development powers 
to “combined” local authorities, 
particularly powers and 
funding related to transport, 
skills development, economic 
development and health. >
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approach to social housing provision and develop an integrated 
housing strategy involving the not for profit sector, its own social 
housing stock and its planning and regulatory functions, as they 
apply to housing.   

Example 2: Fragmented services

District XY is grappling with the impact of poverty and related 
issues of family violence, addiction and educational under-
under-achievement – problems that are inter-generational and 
entrenched.  Existing central government policies and programmes 
have had little to no effect, often because they fail to take into 
account local circumstances,  and tend to be fragmented.

A negotiated approach could involve a council or a number of 
councils, in partnership with Iwi/Maori and local organisations, to 
develop new and joined-up approaches appropriate to their specific 
communities, creating a type of “demarcation zone” where such 
new approaches can be applied, such as “pooling” or bringing 
together public spending on youth and family services in an area so 
that it could be re-prioritised and local agencies commissioned in 
a manner that takes a place-based approach.  The under-pinning 
principles of this approach are similar to those under-pinning the 
whanau-ora model.  

3. Removing constraints to local 
decision-making
The ability of local services to meet the needs and preferences of 
communities is not only constrained by the degree to which they are 
centralised but also, in some cases, by the presence of regulations 
that limit or distort local decision-making.  These can be processes 
prescribed in statute or regulation, for example:

• Pre-fabricated buildings – one solution to reducing the cost 
of housing is to use prefabricated homes based on a standard 
design that in theory should only need one building consent.  
Under the existing law, however, (which looks set to change) 
each Building Consent Authority has, by legislation, to provide 
a building consent for each pre-fabricated design assembled in 
its own area, thus reducing many of the advantages of using a 
pre-fabricated approach;

• Public transport – regional councils are responsible for public 
transport, which includes tendering for service providers.  
Central government sets the rules that regional councils must 
follow when tendering; these are known as the Public Transport 
Operating Model (PTOM).  While the model prescribes the 
tendering process to achieve efficiencies many regional councils 
have found that it severely restricts their ability to commission 
public transport services that meet the needs of communities;

• The Resource Management Act 1991 sets out land use rules for 
areas.  Adopting a plan can be a highly litigious process and 
the adoption of a plan can take up to ten years.  In response to 
claims that councils have failed to make sufficient land available 
for housing (noting that changing a plan can take many years) 
central government created special housing areas which, in 
many cases were inconsistent with the provisions of the relevant 
district plans.  A localist solution would be to give councils 
themselves the ability to make exceptions to their district plans 
– through an accountable process; and

• Transfer of functions – a number of city and regional councils 
have discussed and in cases agreed that public transport 
would be better placed with a city council than with the region.  
Unfortunately the LGA 2002 makes it unlawful to transfer public 
transport services.  

Legislative or regulatory constraints are not the only ones that 
councils face, access to funding and finance can also cause major 
problems. The funding and finance issue is discussed in the next 
section. 

If we are to reap the benefits from giving communities the right to 
have a meaningful say in how their areas develop and grow then 
we also need to remove the more egregious rules and regulations 
that limit what councils can do and how things can be done.  LGNZ 
proposes that local government have the opportunity every five 
years to propose a regulatory reform Bill for the purpose of removing 
or amending legislation and regulations that constrain the ability 
of councils to act in the best interest of their communities in an 
efficient and effective way.

Questions

1. Do you agree with the three recommendations in this 
section, devolution, negotiated devolution and removing 
constraints?  

2. What, if any, functions currently provided by central 
government should be devolved to councils and other local 
organisations like Iwi/Maori and not for profit organisations?

3. What, if any, central government responsibilities would be 
more effective if your council, or other local organisation, 
applied to take them over under the negotiated devolution 
approach?

4. Can you identify legislative and regulatory constraints on 
councils and other local organisations that limit their ability 
to be responsive to local needs?

5. Do you agree with the suggestion that local government 
should be able to propose a regulatory reform bill?
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Funding localism
One of the first challenges any move towards localism needs to 
get right is funding. If we are serious about enabling communities 
to develop and take ownership for solutions to local problems 
and challenges then fiscal discretion is essential.  Unfortunately, 
the current way in which councils are funded fails to adequately 
incentivise them to grow their tax base in order to invest in the 
services, amenities and infrastructure that will attract new residents 
and investment.  

Councils receive most of their revenue from rates, a tax which is 
levied on property and is set annually to meet spending plans. This is 
an efficient arrangement, in that it makes these taxes easy to collect 
and difficult to avoid because property is fixed in place and central 
government has conferred coercive powers on local government to 
ensure that they are paid. 

But it is a system that suffers because of its inflexibility.  In our view 
there are two fundamental issues; one is the need for councils 
to have access to what we call a buoyant tax, that is a tax that is 
sensitive to the state of the economy, while the other is the need for 
councils to have the power to establish local taxes or levies in order 
to address locally specific issues.  These are discussed below.

A buoyant tax for local government
Central government taxes are buoyant, that is they automatically 
grow when the economy grows – this is not the case for local 
authority rates. Should a local or regional economy grow significantly 
council revenues will remain unchanged, even though the demand 
for local public infrastructure to enable the economic upswing to 
continue increases. To meet the additional demand rates will need 
to be increased at the next annual plan and budget.  

One solution would be to introduce a local tax, as happens in a 
number of countries whereby citizens pay taxes to their municipality 
as well as to central or federal government. Alternatively, a share of 
the GST spent in their districts or cities could be retained or returned 
to councils.  

A second solution, which might help “sell” the idea to central 
government, would be a “tax swap” whereby the Government agrees 
to share a proportion of its GST income with councils in exchange for 
a share of each council’s property taxes.  While it might not appear to 
address councils’ immediate funding needs it would provide a strong 
incentive to promote local economic growth, as their GST receipts 
would increase respectively.  This may need to be accompanied by a 
rates cap to ensure that taxes stay low, and councils’ incentives are 
aligned with growing the local economy.  

Why growth can be seen as a cost

Providing services and infrastructure to support growth benefits 
many sectors, but not council revenue:  

• residents gain from the benefits of increased GDP, 
household income and house prices.

• the wider region benefits through greater economic growth, 
employment and new amenities;

• central government gains from the increases in taxation. 

While growth provides benefits to residents, visitors, the wider 
region and central government, local government revenue 
remains static, unless councils vote to increase rates.

< What the housing crisis says 
about council funding and 
financing options: Constraints 
on council funding and financing 
have exacerbated our housing 
crisis. To meet the demands of 
new residents for infrastructure 
and amenities councils must 
borrow.  The lack of financing 
options has resulted in some 
“growth” councils having already 
reached their “prudent” debt 
levels, limiting their ability to 
invest in further infrastructure. >
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Local pressures

Queenstown Lakes District Council is an example of a council 
facing locally specific funding pressures. It has to support three 
million visitors annually off a permanent population base of 
just over 28,000.  The existing revenue sources available to the 
council make it difficult to charge visitors for the demand on local 
amenities and infrastructure they create. This limits the local and 
national benefits that New Zealand receives from tourism.

The council has held a referendum to seek views on the 
introduction of a visitor levy, which received 80% support. Yet 
the council will need to get central government approval.

Introducing local specific levies or 
taxes
Some areas face unique pressures that existing funding tools are 
insufficient to solve and where central government processes are 
either too slow, or unsupportive, to help adequately. Two examples 
are Queenstown Lakes District Council (see insert), which faces 
pressures of visitor demand, and Auckland Council, which faces 
pressures created by fast population growth. 

In both cases reliance on property taxes and limits on the ability to 
borrow have exacerbated the problems facing the councils and their 
communtiies, risking the attractiveness of Queenstown as a holiday 
destination and economic growth in Auckland due to housing 
affordability and an infrastructure backlog.

The answer is to allow affected councils to develop locally specific 
funding tools which are able to be targeted to those sectors creating 
the pressures and which are more responsive to population changes.  
These could include, for example:

• allowing councils to develop a local levy or tax to meet 
“exceptional” demands, such as the impact of visitors on 
infrastructure. This would need to be supported by a robust 
regulatory framework to ensure it operates in an efficient and 
accountable way and also evidence of community support, such 
as through a local referendum; and

• allowing councils to charge a resource rental tax, or royalty tax. 
As it stands, central government already charges a royalty tax 
on certain forms of mining (notably oil and gas). Given that 
it is communities who must fund the costs of enabling these 
activities (through local amenities and infrastructure) a better 
arrangement would be to share these revenues with local 
councils. 

Questions

1. What additional form of funding or tax should councils have 
access to in order to meet community expectations and 
address future challenges?

2. What process should councils go through in order to 
implement a new levy or tax?
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Why this is important
The Government’s decision to develop budgets on a well-being 
basis, rather than simply a focus on the well-being proxy of gross 
domestic product, is a positive step but it is essential that it 
recognises the degree that communities’ well-being needs differ. 
One of the reasons why this is important is that 90 per cent of public 
revenue is allocated by central government alone and its distance 
from communities’ means that national decision makers are not well 
placed to:

• Understand local needs and priorities;

• Understand local values and processes; and

• Determine local trade-offs between competing policy trade-
offs given that resources are always constrained. 

While there are a number of matters where a consistent national, 
one size fits all, approach is important, such as human rights and 
health and safety regulations, in many policy areas, from education, 
employment to housing, more nuanced approaches that reflect 
local differences should be applied.  To achieve this we need 
processes that enable citizens and organisations “on the ground” to 
be actively involved in identifying both the priorities and longer term 
strategies needed to strengthen local well-being in their localities.  In 
a recent paper on this issue Arthur Grimes (2019) argued that:

For officials, several challenges are highlighted and, again, 
mind-sets may need the greatest alteration. The ability to 
engage with local communities in an ongoing fashion to 
ascertain appropriate well-being objectives will be crucial. This 
involves skilled engagement processes. These processes could 
involve, inter alia, community mapping and modelling, the 
use of arts and creativity to promote community input, public 
meetings, forums, web-based engagement, futures exercises, 
street stalls, community surveys, citizens’ panels and citizens’ 
juries (Grimes 2019 p.48).

Ensuring well-being 
investment meets local 
needs
The Government is changing the way in which it set budget 
priorities, shifting from a narrow focus on economic growth to a 
more holistic approach based on inter-generational well-being.  This 
is to be supported and aligns well with local government’s focus 
on the well-being of their communities. However communities’ 
needs and their perceptions of well-being will not always be the 
same and understanding those differences will be a challenge for 
national decision-makers when determining priorities and budget 
allocations.  Local government, with its ability to take holistic and 
place-based approaches is ideally positioned to assist governments 
better understand and prioritise local investment in well-being.

< A well-being policy approach 
that is directed by central 
government is insufficient 
to address issues relating to 
the wellbeing of residents 
across different communities. 
Significant local involvement 
in policy-making related to 
wellbeing – as envisaged with 
the four well-beings for local 
government – is required 
(Grimes 2019). >
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< While a great deal has been 
written on well-being to date, 
the focus has been either on the 
well-being of the country or on 
the well-being of the individual. 
Relatively little attention has 
been paid to the well-being of 
individuals living in particular 
economic and social contexts. 

The ability to assess the impact 
of local context on individual 
well-being constitutes the 
theoretical and methodological 
base upon which to build 
effective local well-being policy 
(Morrison 2019 p52). >
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The problem with trials
In the previous section we noted the tendency for governments 
to take a “helicopter” approach when faced with emerging and 
localised problems.  The approach involves short term policy and 
programme trials, such as Strengthening Families and the Social 
Sector Trials, which bring together local social service agencies 
and often utilise the mandate, knowledge and capability of local 
government, including mayors, to provide a “joined up” approach.  
Trialling new policy initiatives is good practice especially when 
associated with appropriate evaluation and eventual policy learning.  
Many of these initiatives proved successful and made a measureable 
impact in the host community.  Yet few if any were followed by 
permanent services or funding.  In fact some mayors noted that the 
social problems, often reduced during the trial, increased markedly 
after the trial was completed.  Unfortunately the frequency with 
which trials are implemented is more a recognition of the limited 
knowledge and understanding of local circumstances held by 
national decision-makers than a commitment to putting place a 
sustainable service delivery model. 

The trials, and similar initiatives, often proved the value of taking 
a collaborative approach to address a local social issue, however, 
a more sustainable approach is needed.  Meaningful partnerships 
are required so that good-will and any lessons from any trials are 
not lost.  The example of Gore District Council and The Hokonui 
Huanui project (see insert) is an example of where a community 
decided, by itself, to keep the initiative going and have been lucky 
enough to receive funding through the Provincial Growth Fund.  A 
more sustainable approach, based on inter-sectoral partnerships, is 
needed to ensure successful initiatives, such as this, are not lost.  

< Collaboration and co-design 
help to connect people and 
enable them to uplift each 
other’s visions and projects. 
This part of the approach is very 
important in the South because 
there are generational gaps that 
can separate people (Feedback 
on the Southern Initiative, 
Auckland). >

The Hokonui Huanui project, project, formerly a social sector 
trial, is designed to provide a platform to address the challenges 
faced by children and young people in Gore by: 

• Improving the well-being and safety of our children and 
young people and their engagement in education; 

• Facilitating cross-sector support for family/whanau;

• Getting young people in jobs. 

After the trial was wound up and because of its positive impact 
Gore District and local organisations sought funding to keep the 
initiative going.  Funding has recently been received from the 
Provincial Growth Fund. 
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The solutions
The Government’s desire to look at its spending through a “well-
being lens” provides an opportunity to take a localised and place-
based approach to improving the lives of citizens and communities 
that our current model is failing to adequately provide.  If we are to 
improve the well-being of all communities, rather than those that 
are the most articulate and organised, then resources should be 
allocated in response to need not just opportunity. 

Citizens need the opportunity to identify priorities that are relevant to 
their communities, after all some areas will need greater investment 
in skills and training while others might be more concerned about 
social housing or care of the elderly.  Options for achieving this might 
include:

• Encouraging councils, working collaboratively with local 
partners,  to prepare local well-being plans setting out well-
being priorities (including the necessary trade-offs) for districts 
and cities and sub-areas within them;  

• Ensuring that well-being plans are formally acknowledged as an 
input when the Government is preparing its annual well-being 
budget, including the opportunity for local representatives to 
speak to their plan;

• Strengthening accountability and effectiveness by having 
councils report on their economic, social, cultural and 
environment activities, in their annual plans, much the same 
way that publicly listed companies do in relation to their targets.

• Requiring central government to also complete its own “well-
being annual report”, such as that published by the Welsh 
parliament, to similarly enhance accountability for its actions. 
Such a report would assist in shifting the public’s focus from just 
the spending decisions made through the budgetary process to 
a greater focus on whether governments have delivered on their 
stated aims. More practically, it will also provide an interface 
that councils can use to see what functions provided by central 
government might be better performed, and lead to better well-
being outcomes, if undertaken locally.

The shift to a public budgeting approach that takes into account 
well-being information from each of our different communities is a 
welcome recognition of both New Zealand’s diversity and the need 
to shift from standardised policy solutions. However, achieving a 
more accurate understanding and knowledge of local needs is only 
half the challenge, the second issue, and just as important, concerns 
how services, intended to addressed local needs, are designed and 
delivered.  It is here that councils, communities, Iwi/Hapu and others 
have a large role to play in co-designing and co-producing public 
services designed to improve inter-generational well-being. 

More of the nationally designed and directed contestable model for 
commissioning local services will not achieve the outcomes sought. 
New models, that build on councils’ democratic leadership mandate 
to mobilise and work with citizens and local organisations to ensure 
community needs are addressed in an appropriate manner, are 
required.

< The city centre plan aims 
to drive a fundamental 
revitalisation of the [Whangarei] 
city centre.  We recognise 
that for this to be successful, 
businesses and communities 
must be able to participate in 
decision-making and partner 
in implementation (Whangarei 
District Council) >

Questions

1. Do you agree that the government’s annual well-being 
budget process should be informed by priorities set by each 
community?

2. What roles could councils play to ensure that government 
spending on well-being addresses local needs and priorities?

3. Do you agree with the suggestion of local well-being plans 
and reports?
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Active engagement with local citizens, Iwi/Māori, businesses, not 
for profits and other local interests is vital if localism is to work and 
deliver better services and outcomes for New Zealand. It requires 
enhancing the power of communities and helping people up and 
down the country to define their own priorities. In this way we 
strengthen local democracy by increasing participation and ensure 
that governments, local and central, work to promote the public 
good. 

Engagement is also critical should a council decide to apply for the 
transfer of a government responsibility.  This needs to occur to show 
that the reasons for the request, as well as any implications, are 
well understood and supported.  This is essential to provide central 
government with the comfort that the council has standing amongst 
its own citizens and that an application has been subject to local 
scrutiny.  

To have any confidence in this framework, councils will need to 
show that their decision-making is guided by their communities to 
a higher degree than is currently practiced, and that they are held to 
account for decisions made.   

< Making our country a fairer, 
healthier and wealthier place 
will not be achieved without 
a democracy in which people 
can see how decisions are 
made, and where communities 
are active participants in that 
process (Scottish Commission 
on local democracy). >

Deepening democracy
Democracy, not just in New Zealand but in much of the world, 
is under pressure.  Fewer people are voting, trust in democratic 
institutions is declining or low and we are seeing a growth in populist 
parties, many of which show little sympathy for the democratic 
process that put them in power.  One reason given for this 
“democratic recession” is a growth in the number of citizens who feel 
marginalised and excluded from social and political life.

The best solution to feelings of disempowerment is more 
democracy, rather than less.  And democracy at a grass roots level 
– where citizens can have a meaningful say in the way in which their 
town or city develops.  As discussed in the previous sections well-
being cannot be imposed from the centre and what communities 
consider to be well-being will vary from place to place.  If further 
public investment in well-being is to make a difference it will need 
the meaningful involvement of citizens themselves.

The localist solution
The purpose of local government (s.10 LGA 2002) makes it clear that 
councils have an obligation to enable democratic decision-making 
by and on behalf of their communities.  Consequently engagement 
is not simply finding out what people think about the state of their 
communities; it is also about empowering them to be part of the 
decision-making process itself.  This is intrinsic to our approach 
to localism.  Historically this has not always been the case. Too 
frequently public institutions have made decisions before asking 
people for their opinions.  Not surprisingly interest in consultation 
seems to have tailed off.

Real engagement involves citizens and organisations at the start of a 
decision-making process, at the stage when the problems are being 
identified and the options for solving them worked out.  This allows 
for meaningful, rather than token, involvement.  If councils are given 
additional roles and functions or seek additional funding, such as the 
implementation of a local levy, then engagement with citizens and 
communities will need to be paramount.

< (Disempowerment) gives 
rise to populism, namely that 
government serves only the 
elite that constitutes it and is 
too remote and uncaring about 
problems at the grassroots (A C 
Grayling 2017). >
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Strengthening citizen participation

Localism is not just about shifting decision-making from central 
government to local government, it also involves giving citizens 
themselves the ability to be directly involved in the decision-making 
process.  We want to devolve power to communities through a 
reform of the local government system, not a devolution of power to 
local government per se. To make this work we need to move away 
from the pure “representative” model of democracy currently in 
use, where councillors are ultimately accountable at the ballot box, 
to one that is inclusive and engages the community in the decision-
making process.

To work, decision-making needs to be brought as close as possible 
to the communities it impacts on.  Because councils in New Zealand 
are unusually large (average population is more than 60,000 
residents) they consist of multiple communities which may have 
quite different needs and preferences. The challenge is to deepen 
democracy within councils to allow our distinct communities to 
contribute, by, for example:

• Sub-municipal bodies - one important mechanism for doing 
this is our network of community boards and in Auckland’s 
case, local boards. There are currently 110 community boards 
in New Zealand located in approximately 40 councils. Auckland 
contains 21 local boards. These sub-municipal bodies offer a 
relatively unique approach (similar to parish councils in England) 
for putting localism into practice because of their proximity 
to neighbourhoods.  They are well positioned to identify local 
needs and facilitate community discussions about well-being 
priorities;

• Participatory budgeting - our localism can only work if citizens 
have a meaningful say in the way local budgets are set.  Councils 
will need to look for innovative tools and techniques in order to 
draw on the knowledge and wisdom of their communities when 
determining priorities, for themselves and for their communities, 
for example participatory budgeting.  New York City has agreed 

The approach has shown the importance of localism in 
transformational change:

• The need for an integrated framework driven by local 
community and supported by an integrated organisational 
culture

• Local ownership of strategic direction and implementation

• Developing partnerships. Central government support and 
partnership for locally driven approaches (Whangerei District 
Council).

< Within a localism paradigm, 
greater decentralisation of 
power, decision making and 
resources to local government 
needs to be accompanied 
by corresponding increases 
in community engagement, 
participation and activation. 
Inspiring Communities’ 
experience in community 
change suggests that localism 
discussions and debates need 
to attend to the broader range 
of factors that support long-
term community transformation 
(Courtney 2019). >
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to adopt a participatory budgeting approach, based on wards, 
for setting a share of its budget.  Participatory approaches will 
need to be designed to ensure that all communities are able to 
contribute to the priority setting processes. 

The evidence suggests the quality of decision-making is improved 
where government actions more closely match the wishes of their 
citizens. In this way, empowerment can revive civic society and drive 
improvements.  There are numerous systems that can be used to 
achieve greater community engagement in council decision-making, 
including community-led planning and citizen juries etc.  LGNZ is 
agnostic as to which models councils should adopt, after all localism 
is about choosing bespoke solutions to bespoke challenges.

To build trust in local decision-making councils will need to show 
that they have listened to communities and put community 
directives into practice.  For localism to be effective councils will 
need to make use of a wider range of engagement tools than many 
of them currently use.  How, when, and to what degree those tools 
are applied is at the discretion of their communities, and councils 
must be held accountable for how they have used them.  One way of 
doing this wold be through some form of external assessment.

LGNZ’s localism agenda is designed to deepen democracy 
in two ways.  The first is by increasing salience, making local 
governments more relevant and enabling citizens to have more 
influence on council decision-making.  The second is by providing 
opportunities for citizens to be directly involved in making decisions 
about their own neighbourhoods and communities.  Feelings of 
disempowerment and distrust are likely to decline as more and more 
citizens become active participants in the governance of their own 
areas.  Our democracy is enriched by the active participation of our 
citizens.

< There are, and have 
been, many examples 
of direct democracy in 
action.  Whanganui’s annual 
referendum, which ran between 
2005 and 2010, was one. 

Under that programme the 
community was asked to vote 
on the council’s proposed 
spending objectives, such as 
whether they preferred a low, 
medium or high rates increase, 
with the respective spending 
implications of each option laid 
out. >

Questions

1. What additional approaches could be used to strengthen 
participation in local government decision-making?

2. What needs to change to strengthen relationships between 
councils, Iwi/Maori, business organisations and the 
community/voluntary sector?
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No more cost shifting and 
unfunded mandates
LGNZ is calling for an end to cost shifting and unfunded mandates. 
These occur when central government requires a council to 
undertake a new service but fails to provide the funding necessary 
to carry the service out. They can also occur where councils are 
required by central government to increase service level standards 
of existing services, again with no funding to pay the additional costs.

The problem 
Cost shifting and unfunded mandates are a problem in a democracy 
as they undermine accountability.  In a way they are like a “free 
lunch” for ministers, letting them take the credit for an improvement 
in a local service while local politicians get blamed for the resulting 
increase in property taxes needed to pay for this intervention. 

Preventing cost shifting and unfunded mandates is also important 
to our localism agenda as arbitrary interventions by ministers in 
decision-making by councils will ultimately diminish the willingness 
of citizens to contribute to, and the willingness of elected members 
and officials to endorse, a localist approach.

Giving councils the tools to do the job

In 2012 the Sale and Supply of Alcohol Act was amended to give 
communities the right to adopt local alcohol policies in order to 
control harm from the sale and consumption of alcohol. Years 
later many councils are still trying to adopt their policies despite 
spending significant resources defending legal challenges.  

This example highlights a common situation where central 
government gives councils a duty but fails to provide them with 
the powers or resources to carry the duty out in a way that will 
meet the expectations of their communities or the intent of the 
legislation.

Our proposal
We propose that legislation is drawn up and enacted to either stop 
cost shifting and unfunded mandates or require that any such 
measures:

• Require central government officials to tally and disclose the 
costs new policy interventions would impose on local tax 
payers, or

• Put an actual funding obligation on policy makers to provide 
the required funding; or

• Provide a local tax or levy sufficient to enable councils to pay 
for any new duty or enhanced levels of service. 

An example of such a statute is the Unfunded Mandates Reform 
Act1, passed by the United States Congress under President Clinton 
(see box below).  Such a statute would significantly raise the level 
of consideration that central government and its officials give to the 
costs it imposes on local government as well as alert citizens to the 
full implications of the policy debate. Whether by political or fiscal 
pressure, a New Zealand version of the Unfunded Mandates Reform 
Act would end central government’s free lunch.

1 https://www.gsa.gov/policy-regulations/policy/federal-
advisory-committee-management/legislation-and-regulations/unfunded-
mandates-reform-act
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Constitutional safeguard
Such a statute would, over time, also strengthen the separation 
of powers, as any law – be it a truly new law or a modernisation 
or review of an existing one – would be subject to the unfunded 
mandate statute’s binding disclosure and/or funding requirements. 
As far as it relates to the relationship of central and local 
government, the  effect would be to replicate a level of protection 
usually guaranteed by a constitution.  For voters this would at a 
minimum increase transparency and accountability, and do so at 
both tiers of government.

Many countries around the world preserve the sovereignty of central 
and subnational governments through a formal constitution. These 
constitutions lay out a delineation between the various tiers of 
government and their powers in law. Attempts to change this have 
to meet a high democratic threshold, or do so through backchannel 
means that are likely to cause reputational damage if exposed. 

This unfortunately is not a channel open to New Zealand at the 
moment, especially if the aim is to solve the institutional problems 
with central and local government. While a constitution, depending 
upon how it is drafted, can provide long-term certainty of role 
and existence for local government, the complexity involved in its 
passage means that it is not an immediate option.  An unfunded 
mandates act would operate in a quasi-constitutional way by putting 
some formality around the central local government relationship, 
formality which is not currently present.

Although the power of Parliament is supreme in New Zealand, once 
passed, it is safe to presume that unfunded mandates legislation 
would be resistant to change as any government seeking to appeal 
it would have to justify to the public why it seeks to reinstate its free 
lunch at the expense of their rates bills.  We would also expect such 
legislation to be entrenched, making it more difficult to amend.

Questions

1. Do you agree that legislation will solve the unfunded 
mandates and cost shifting problem?

2. Are there other measures that you would recommend to 
reduce costs being imposed on councils?

3. What else could be done to protect the constitutional status 
of local government?

The cost of regulation

The National Policy Statement on Urban Development Capacity 
was introduced by central government in 2016 and requires 
councils experiencing population growth to assess their capacity 
to provide for that growth.

The NPS is extremely prescriptive and complex to implement, 
and based on a flawed economic model.  Christchurch City and 
its two neighbouring councils have so far spent approximately 
$1.2m on meeting the policy’s requirements, and overall most 
councils using it have found the tool to be unfit for the purpose it 
was intended. 

< The Unfunded Mandates 
Reform Act of 1995 (UFMA) was 
designed to limit the number 
of unfunded mandates that 
were being imposed on states 
by the US federal government. 
It requires that any proposed 
transfer must have the costs 
disclosed and be accompanied 
with adequate federal funding. >
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Feedback
sheet
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1. Do you agree with the three recommendations in this section, 
devolution, negotiated devolution and removing constraints?  

2. If not what would you change?

3. What, if any, functions currently provided by central government 
should be devolved to councils and other local organisations like 
Iwi/Maori and not for profit organisations?

4. What, if any, central government responsibilities would be more 
effective if your council, or other local organisation, applied to 
take them over under the negotiated devolution approach?

5. Can you identify legislative and regulatory constraints on 
councils and other local organisations that limit their ability to 
be responsive to local needs?

6. What additional form of funding or tax should councils have 
access to in order to meet community expectations and address 
future challenges?

7. What process should councils go through in order to implement 
a new levy or tax?

8. Do you agree that the government’s annual well-being 
budget process should be informed by priorities set by each 
community?

9. What roles could councils play to ensure that government 
spending on well-being addresses local needs and priorities?

Feedback sheet 

We value your feedback on our localism proposal, these questions have been designed 
to help your response.

10.  Do you agree with the suggestion of local well-being plans and 
reports?

11. What additional approaches could be used to strengthen 
participation in local government decision-making?

12. What needs to change to strengthen relationships between 
councils, Iwi/Maori, business organisations and the community/
voluntary sector?

13. Do you agree that legislation will solve the unfunded mandates 
and cost shifting problem?

14. Are there other measures that you would recommend to reduce 
costs being imposed on councils?

15. What else could be done to protect the constitutional status of 
local government?

Please send your comments and feedback by 15 December 2019 to 
mike.reid@lgnz.co.nz or send to:

Dr Mike Reid 
Principal Policy Advisor 
Local Government New Zealand 
PO Box 1214 
Wellington 6011
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