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Amalgamation vs devolution – what of the future for local 

government? 
 

Ciaran Keogh MRRP MBA(Otago) 

Times change and our institutional processes and structures need to be adapt accordingly.    

The present framing legislation and the majority of the existing institutional structures of 

Local Government have now been in place for nearly a quarter of a century.  A lot has 

changed about New Zealand in these twenty five years and we can expect even more 

profound change will occur in the coming twenty five.    

The focus of this presentation is to ask what changes need to be made to local government 

to adapt to these changes and to prepare, or better, to best fit the current and expected 

future state of society, technology and the economy as we enter the middle years of the 

twenty first century. 

Where to start? 

The first consideration is to properly frame the discussion. Change to local government 

seems generally to be referred to as a “reform”.  This is an inherently negative term which 

Wikipedia defines as meaning the improvement or amendment of what is wrong, corrupt, or 

unsatisfactory”.   

I would consider that the first change that needs made is to this framing terminology.  

Review is a much more constructive term and better describes why change should be 

implemented – not primarily as a reaction to failures but instead as an adaptive process 

addressing changes in the operating environment driven by both need and opportunity.  A 

review is as much about looking forward and outwards as it is backwards and inwards while 

reform is definitely all about the looking inwards and backwards. 

A review also suggests that both the institution and its operating context are evaluated for 

effectiveness.   

It is a useful first step when contemplating the effectiveness of Local Government to 

remember that Local Government is subordinate to Central Government.  If Local 

Government is not achieving the desired results then the first thing to check is the operating 

instructions and oversight from the superior level of government.  If there are performance 

issues do these go back to inadequacies in the law, in central government policy, or 

operating oversight?  Local Government can do no better than the directions it receives can 

do no more than the resources that are afforded to it, and will perform no better than the 

expectations set of it.  Governments operating instructions come to local government 

through its empowering legislation and formal government policy such as National Policy 

Statements and Standards but also through the funding tools and funding support given to 

it. 
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Government also has a process of performance oversight through the Office of the Auditor 

General to ensure proper processes are in place. 

The three questions that need to be asked before commencing are …  

 Are the RMA and the Local Government Act providing an effective operating 

environment for Local Government? 

 Is government policy direction to local government adequate? 

 Is central government adequately assessing local government performance? 

The constant media themes of dirty waterways and poorly managed urban growth would 

suggest that the RMA is not achieving its purpose to promote the sustainable management 

of natural and physical resources or effective management of urban function.  

The generally decreasing voter participation in local body elections would also indicate either 

dissatisfaction or disenfranchisement which indicates dissatisfaction with the structure and 

direction of local government.  Clearly at least some units of local government are not 

functioning as well as many would wish.  Is this criticism valid, and if so is it the fault of 

local government or is it the fault of the operating instructions and oversight?  I am of the 

opinion that the core of the problem is in the operating instructions and oversight.  

We must also when contemplating options for future form and function, accept that Local 

Government is a complex beast.  We must also accept that most Councils perform 

competently and cost effectively and have done so for the past one and half centuries 

regardless of the nature of the law that directs them.  The other often forgotten fact is that 

most of the country’s infrastructure and real estate was developed quite effectively without 

the RMA or the Local Government Act or the Building Act.  Indeed most of the major issues 

like poorly managed urban growth, dirty waterways and leaky homes appear on the scene 

after that enactment of the current Acts.  This reinforces the contention that the problem 

lies in the operating environment rather than the institutions of local government. 

And what of the future? 
While the path to the future must include a response to the issues arising from this recent 

history it must also be informed by future opportunities and challenges.  If we do nothing 

but fix up the last mistake we will end up going forward by looking backwards.   

Where are we heading?   

The next twenty five years are likely to be more transformative of society than at any time 

in human history.  There are some deep structural problems facing the nation and a period 

of unprecedented and potentially disruptive change ahead of us. 

As a nation we have no formal picture of where we are heading or what we expect of the 

future both good and bad.  We have no context for a debate on any assumptions that 

provide the foundation for a long term strategy for the progress of our nation.  Central 

Government requires this of local authorities then but has never subject itself to the same 

process. 
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So what will the future look like? 
 

How different will the world be in twenty five years?  

 Hydrocarbon energy is becoming increasingly expensive (for a multitude of 

reasons)  

 The nature of society, employment and commerce is being transformed by the 

virtualisation of services.  

 IT and communications technologies are increasing in both complexity and 

capability at an exponential rate.     

 Work education health and commerce are all facing profound change.  

 We are getting older 

 New Zealand is getting poorer 

 The regions are getting older and poorer faster than Auckland 

 The regions are dying while Auckland is choking on uncontrolled growth 

 The traditional concept of community is disappearing as an aging population and 

immigration reduce intergenerational continuity. 

 Councils have a maintenance overload from an accumulation of one and a half 

centuries of often poorly maintained assets. 

 Our housing stock is decrepit and grossly over valued 

 Climate change will impose an increasing cost of adaptation on society and 

councils 

 The world will be more a more crowded place 

All of these influences are already present but most are yet to exhibit their full effect. 

The Future for local government 
The crucial consideration in reviewing the form and function of local government is that the 

various functions of local government have vastly different optimal unit size and these 

optimal scales are changing with changes in enabling technologies. 

Some things, principally the political elements, are and always have been most effectively 

delivered at a very local level.  Some functional services are best delivered at a regional level 

and some key functions are best delivered as a single uniform nationwide service.  It is this 

fundamental structural complexity that is at the root of the problems with council 

amalgamations.  It is also an issue that the drivers of change impact differently across the 

country, the rural and provincial councils have a very different set of issues and pressures 

than their larger urban counterparts. 

There is no one best answer to the optimal council size.   

The key driver for change in structure of local government is the ever increasing capability 

and complexity of the supporting information technologies.   
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The drivers for aggregation 

 Whole of system management for network infrastructure 

 Big picture planning and coordination of urban growth. 

 Provision of regional facilities and infrastructure 

 Critical mass for key skills and functions 

 Coping with increasing system complexity 

 Commonality/compatibility of systems and data sharing and data management 

The arguments against aggregation 

 Takes the local out of Local Government 

 Diminishing and possibly negative economies of scale 

 Reduction in diversity and responsiveness 

 Ossification - bigger structures need disproportionally bigger skeletons  

 The dud factor - aggregation concentrates reliance on the performance of a few key 

individuals 

 Inertia – bigger is harder to move 

 Loss of diversity and resilience 

 Change comes at a very substantial cost.  

 

The key weakness in the arguments for aggregation is that the full benefit of aggregation of 

some key functions are not effectively realised until a single unit provides the function for all 

of local government.   This takes us back to the question of whether the service should be 

provided by Central Government. 

Arrangements that are less than the efficient optimum only create larger versions of the 

existing problem while missing the real opportunities.   The amalgamated Auckland Council’s 

IT is a good example of this – the effort involved in building a single system for all of the 

former Auckland Councils would be little less than building one that served all of the 

Councils in the country.   Effectively the amalgamation of the Auckland Councils is complex 

response to the loss of the leadership once provided though central government by a 

relatively small team of specialist staff. 

What are the opportunities? 

There are some significant drivers for aggregation in some council services.  The key 

consideration with these services is that the likely optimum scale for the service is that of 

single national agency. 

 A single national IT and data management system for all of local government  

 Single national system of road network asset management that is administered 

regionally.  

 An integrated national database for property and natural resources 

 A national agency for water science and water management 

 A single national planning agency with local authorities holding consents for “town 

plans” 
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Information technology is the big one.  Collectively local government in New Zealand spends 

in excess of $300 Million annually on IT services but that money buys seventy eight different 

solutions to the same service requirement.  This also means that there are seventy eight 

sets of data where there should be one common one. 

Local Government also needs to own its operating software.   

The benefits of aggregating all of local government’s IT and GIS systems and data into one 

big database is considerable.  With a common system a range of other common activities 

become possible.    It becomes possible to load shift or to have work moved out of the 

larger centres into some of the smaller ones and this would allow work load smoothing and 

professional support across all councils.   If this capability had been in place before the 

Christchurch Earthquakes the planning and building consent staff of every local authority 

could have worked with Christchurch City on the rebuild.   

Amalgamation isn’t necessary for councils to achieve the optimal operational scale for any 

function but an integrated IT system is.  It is also perfectly feasible for all councils to be on 

single phone system using LYNC or an equivalent system.  There is nothing new in any of 

this, most large corporations do it already.  Clutha and Southland Districts and Invercargill 

City have been running a single IT system hosted by Invercargill City for the past decade.  

The biggest challenge was making the decision.  The biggest impediment was the self-

interested behaviour of key staff.  This is the reason why shared services rarely get off the 

ground.  It invariably falls to those whose jobs will go to organise the shared service.  This is 

why a Department of Local Government is necessary.  Progressive change won’t happen 

from the inside there needs to be an external change agent and strategic leadership 

function for local government.  Local Government is a highly conservative place and this 

needs an external counterbalance.  

Standardised District and Regional Plans 
Another argument for aggregating councils is that the RMA is perceived to be poorly 

administered.  I would contend that this poor performance is more a consequence of a 

poorly conceived piece of legislation compounded by an even more poorly executed 

implementation.  This is not a problem of local government performance failure, it is a 

systemic issue.   The lack of effective and definitive National Policy Statements has also 

severely undermined the administration of the Act as definitive NPS’s introduiced before the 

whole process commenced would have resolved many of the key issues before district and 

regional plans were prepared. 

A common structure for district plans would transform the way the RMA works.  A District or 

Regional Plan is a regulation under the Act.  There is no need for 78 unique interpretations 

of the Act.  A residential zone in Auckland is no different than residential zone in Invercargill.  

Specific parameters may be different but that is no reason to have a unique set of 

phraseology for each district and city across the country.  The plan process is also way too 

lengthy, verbose and inflexible.  Most plans take nearly a decade to put in place, some 

regional plans have taken two decades.  The issues that need to be addressed by the 

planning process can arise with great rapidity, the dairy boom would be an illustrative 

example.   
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Maybe more radical reform of the RMA needs to be contemplated.  The RMA has been far 

from perfect both in conceptualisation and in implementation.  Its core weakness is that it 

attempts to do two different jobs with the one tool.  It primarily sets out to manage the 

effects of use of the natural environment which because it relies on trade-offs between use 

and preservation of finite natural resources, must be an evaluative process based on sound 

science and judgements as to cause and effect.  At the same time it endeavours to facilitate 

good town planning which is a much more technocratic function based on the creation and 

utilisation of infrastructure capacities and trade-offs between the present and the future.  

Judgemental process do not work well for quantitative decisions related to the provision and 

allocation of infrastructure capacity.   Town planning has always been an afterthought in the 

RMA. 

Maybe it is time to take town planning out of the RMA and put it into the Local Government 

Act.  Local Government could be simply another requiring authority and urban areas covered 

by designations.  Access to urban infrastructure and control of development densities could 

then be managed through bylaws.   The RMA could then be administered by a tribunal or 

some central government agency in the same way the marine environment is managed now. 

Where does central government finish and local government start? 
Where is the right place for the boundary between local and central government services?  A 

lot of the current issues seem to come from inadequate commitment or participation by 

Central Government in processes related to protection of natural resources and in the 

planning and supply of infrastructure.  Government has a core role in managing the big 

picture but this key function was disestablished during the reforms of the 1980’s.  The 

Ministry of Works Town Planning Division did a lot of big picture work that today is left to 

local government – planning works like Transmission Gully, the Basin Reserve Flyover (the 

extension of SH1 to Wellington Airport) and many of Auckland’s motorways are all projects 

initiated back in the 1970’s by the Ministry of Works.  Not many new big ideas have hit the 

scene since.  Government no longer has any ability to plan strategically outside of the 

narrow scope of single purpose agencies such as Transpower or NZTA.  Most other 

infrastructures have been privatised and now serve the simple goal of profit maximisation 

rather than the maximisation of economic opportunity and social progress.  So local 

government muddles along usually not too badly but with no strategic direction from above 

and little accountability. 

Is central government functioning effectively? 

The reforms of the 1980’s and 1990’s were not simply reforms of local government there 

was a concurrent profound reform at central government level as well.  A major element of 

this was a devolvement of function to the local level.  This devolvement was partial at best, 

while responsibility at the local and regional level increased, resourcing to local government 

didn’t.  Much of this devolvement was ideologically driven – that is, it was determined by 

ideology rather than by logic.  This ideology was never compelling and much of the 

consequent issues with local government has been the result of failure of logic.  The 

devolved functions simply fell into a limbo created from a lack of resources and lack of will 

on the part of local government. 
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Is it time to revisit Regional Councils? 

Regional councils don’t appear to be effective.  Neither use nor protection of the nation’s 

water resources have been effectively managed under the current governance and policy 

model.  Regional Council’s all manage water idiosyncratically.  Water science and water 

resource monitoring is undertake by a variety of national agencies and by regional 

government with no effective cross-reference or commonality.  A large amount of public 

money is invested in an inadequate and fragmented processes that urgently need to be 

made effective and to be nationally consistent.  Regional councils are also not politically 

relevant to the majority of voters have not been held accountable for their performance.  

New Zealand doesn’t need three and half layers (if you count community boards) of 

government. 

Regional Councils also do not have a collegial relationship with the constituent local 

authorities and do not as a result provide a mechanism for collective activity by the local 

authorities.  Typically the relationship between regional and local government is adversarial. 

And this only compounds the relative ineffectiveness of the regional level of local 

government.  There has been no process of accountability for the performance of regional 

councils.  Local government has to prepare asset management plans that are audited.  

There is no equivalent process for regional government.  I consider that the Parliamentary 

Commissioner for the Environment should have the same power to audit regional councils’ 

performance of its environmental responsibilities as the Office of the Auditor General. 

It is time to do away with regional councils and for Central government to take back the 

management of fresh water in the same way that it administers the marine environment. 

water management and allocation to NIWA – consolidate and standardise water science, 

water management and regulation into a national body.  

Is big better? 
Most things local government does are done satisfactorily under the present structure and 

some key activities would only be done more effectively if undertaken as single national 

function.  It is unlikely that there are any intermediate optimal scale economies for the 

functions with scale economies. 

A national service provider 

 One IT system 

 A common/template approach to plan preparation 

 A common infrastructure asset management system 

 A national library service 

 A national strategic infrastructure planning capability 

Regional Infrastructure Board 

Roads, Water Services, Ports and Airports, Electricity Network, Regional Cultural and 

Sporting Facilities should be run regionally by a board of directors answering to an electoral 

college of the regional mayors.  Regions need to be defined by communities of interest not 

by river catchments or tradition. 
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Regional infrastructure Boards that should determine the service levels of all network 

infrastructure including ports roads water airports telecoms and electricity hardware 

Small is beautiful 
Politically, small councils generally seem to work well and have a long history of doing so. 

We need to remember that most of this country’s infrastructure was built by the 2500-odd 

local boards, boroughs, and counties that Roger Douglas did away with.  Scale was not an 

issue back in the 1950’s.  Government coordinated the actions of the many small authorities 

by undertaking broad scale infrastructure planning and by co-funding strategic projects.  It 

was this combination of the energy and focus of the small authority with the strategic 

oversight and resourcing assistance of central government that enable so much of this 

country’s infrastructure to be developed. 

The biggest problem now confronting smaller councils is failing regional economies and a 

lack of a strategic vision and financial support from central government.  Making councils 

bigger does nothing to remedy the underlying economic malaise and the lack of an 

overarching strategic vision. 

The shift towards ever bigger councils does not seem to have created any immediately 

obvious benefit in terms of output or efficiency.  At the same time as councils have got 

bigger we have had leaky homes, a woeful lack of good urban planning and degrading 

waterways.  The failures also seem to be occurring most frequently in the domain of the 

large councils rather than the small ones.  

Local is the essence of local government.  As council’s become less local they also become 

less politically relevant and so participation and engagement levels drop.  Local government 

needs to be of a scale that is relevant to the community it serves. 

The issues with local government post the reforms of the 1980’s and 1990’s is that Central 

Government threw them together then left them largely unsupported.  As with District Plans 

and annual and long term plans there was no template or guide to the bigger picture.  

There was no complimentary overarching policy and so all seventy eight local and regional 

councils set about finding unique answers to common problems.  And therein lies the 

problem. 

The next round of change to local government needs to be driven by the expected needs 

and opportunities of the coming two decades not as a reaction to the real and perceived 

failings of the past.  The demands and requirements of our communities over the coming 

decades will be quite different from those of the recent past.  Information systems in 

particular need to be the core focus of change.  There is little point in contemplating any 

other profound change to the form of local government until a single IT system ties all 

councils into a common administrative and data management system.  Once this is done it is 

likely that Councils will naturally migrate to new ways of working in a more integrated way.  

A key concept is that local government as a political artefact must stay local but that does 

not mean that some of the services and functions that that local government provides also 

need to remain local. 
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There needs to be a Central Government function that provides leadership and support for 

local government.  Local Government is one of the most significant parts of the national 

economy and its effective performance is crucial to the national wellbeing.   

The core problems with local government are contextual.  Trying to change local 

government performance with actions like the latest round of RMA reforms is little more 

than putting a patch on a patch.  There is a deeper problem that the reforms aren’t 

addressing.   

Perhaps it is time for a Department of Local Government. Central Government needs to lead 

and invest in change in the sector and it needs a targeted function that both works with and 

for local government on behalf of Central Government.   

Central Government leadership is also required because change and innovation in local 

government politics is an unrewarding and potentially lethal activity for the architect of 

change.  Councils are also under severe financial pressure and innovation is a risky and 

expensive activity particularly in the IT field, even if the rewards are great.   

For many functions of local government there are no clear economies of scale but for some 

functions there are clear benefits from aggregation.  The answer is to aggregate the 

functions where there are clear benefits and then leave the rest be. 

 

 


