
Presented at the recent LGNZ Localism Symposium, the localism discussion paper provides the 
vision for a shift in power and resources to New Zealand’s communities, and a re-boot of local 
democracy in the process.  A summary of this paper, which is currently being circulated among 
councils and stakeholders, can be found below.

Why localism?
Our highly centralised institutional settings are not working and are acting 
as a drag on efficient and effective functioning of our society and economy. 
The effects of this have become acute in recent years, most notably in areas 
experiencing significant growth and housing shortages but also in other areas 
of New Zealand where our governance system is unresponsive to the interests 
of individuals, communities and business.

What are the issues?
Power concentrates at the centre
When it comes to centralisation, New Zealand is an outlier among OECD 
countries, with central government accounting for 88 cents in every dollar 
of public spending, against an OECD average of 46 cent.  As a general 
rule, countries that are centralised tend to be less wealthy and have lower 
productivity than decentralised countries.  Decentralisation has the power 
to reduce the time it takes to make decisions, and provide decisions that are 
tailored to specific circumstances, in a way that remote, central government 
agencies are unable to.

One size fits all policy is failing
The New Zealand policy landscape is rife with “one size fits all” thinking 
where, by necessity, central government decision-makers have to simplify the 
problems they are trying to solve because they cannot manage complexity.  
The Resource Management Act is a case in point, treating urban, provincial 
and rural regions equally, when in fact their needs are quite distinct. 

Government’s free lunch
Central government has a long history of passing duties and responsibilities 
onto local authorities.  The problem arises when these responsibilities come 
with little or no central government funding to enable the new responsibilities 
to be performed, leaving local authorities to meet the costs from local 
tax revenues. It is a problem that pervades our legislation, and central 
government decision-makers are under no compulsion to disclose the costs 
they impose on communities.

Misaligned economic incentives
As the operational arm of the state, local government is responsible for 
funding and building much of the infrastructure to cope with central 
government policy, but gets few of the revenue benefits from it.  The ratings 
system, through which most councils fund their activities, is poorly linked to 
the economic cycle.  That’s because existing ratepayers have to pay for the 
infrastructure needed to accommodate new residents, and the benefits from 
a bigger ratings base are imperceptible because they only accrue in the long 
term. 

How would localism fix these issues?
End unfunded mandates – central government’s free lunch
The localism discussion paper advocates for an Unfunded Mandates Reform 

Act, which would require central government officials to tally and disclose the 
costs they would impose on ratepayers, through their decisions.  
Full disclosure of the costs imposed on councils by central government is 
likely to improve the quality of decision-making at both the highest and local 
levels, as room to hide on who is the cost exacerbator dwindles.

Contractual devolution – the right tool for the right job
Critical to establishing an effective and efficient devolved model for New 
Zealand is to establish a mechanism through which responsibilities and duty 
can be devolved to local government.

LGNZ proposes a contractual devolution approach.  This recognises that 
some local authorities may be better placed to take on tasks managed by 
central government in their jurisdiction.  Where councils are likely to achieve 
better outcomes, local authorities should be allowed to negotiate with 
central government to take over these functions.  There are already strong 
mechanisms through which this can be achieved, such as Treasury’s Better 
Business Case framework, a well-established methodology that central 
government already uses to provide objective analysis to decision-makers.

Financial incentives
In countries such as Switzerland and Germany, councils embrace population 
growth because they have strong incentives to do so.  With each new resident 
they gain a revenue stream in the form of a local taxpayer or capitation grant 
from central government.  In simple terms this gives them the resources 
to meet the costs that new residents bring, and councils seek to be as 
responsive to community needs to attract additional resources.  This isn’t the 
case in New Zealand.

The only way to avoid situations where councils face making trade-offs 
between maintaining and enhancing existing service levels or investing to 
provide for the needs of future residents, is to provide better funding and 
financing tools; ones which are more responsive to population changes, such 
as a tourist levy or a share of GST.

Community engagement
Under the framework proposed by the localism discussion paper, councils 
will become more accountable to communities, spending more time listening 
to their wants and needs, and reporting back on how they have performed 
against these directives. 

To ensure that councils are accountable, they need to be assessed on how 
they have listened to communities and have put community directives into 
practice.  Under LGNZ’s localist framework councils will be given a greater 
range of tools, but 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.  This could involve external assessments, such 
as LGNZ’s CouncilMARK™ programme.

The case for localism and how to get there 



The state of  CouncilMARK™ 
As councils across New Zealand continue to get involved in the CouncilMARK™ programme, how 
does the IAB Chair rate the sector’s performance, and areas for opportunity?

LGNZ’s new CouncilMARK™ Programme Manager Dan Henderson sat down 
this month with Independent Assessment Board (IAB) Chair Toby Stevenson 
to find out how the IAB views the programme so far.

Dan: From an IAB Chair’s perspective, what are the benefits of the 
programme for councils?

Toby: CouncilMARK™ is a system designed to grow the value of local 
government in New Zealand and embraces the principle of continuous 
improvement to deliver ratepayer value.  The programme uses a 
methodology based on what ratepayers expect from council, leading to an 
assessment of where council should focus their attention and how to keep 
customer experience alive in all decision making and operations. 

CouncilMARK™ provides councils with an independent assessment which 
covers four priority areas:

1. governance, leadership and strategy;
2. transparency in financial decision-making;
3. service delivery and asset management; and
4. engagement with the public and businesses.

Participating councils are assessed by independent experts every three 
years in a process overseen by the IAB.  Councils receive an overall rating 
from AAA to C, grades for each of the four priority areas and the results 
are publicised.  The provision and communication of the performance 
assessment “rating” is not the end-game, rather the focus is on a long-term 
lift in council and sector outcomes, performance and reputation.

CouncilMARK™ also encourages councils to share good practice with 
each other – providing not only a journey of continuous improvements for 
councils to embark on, but also for councils to get access to best practice 
examples from the sector in how they can implement change across a 
variety of functions in their organisation.

What are the common themes emerging from assessments to date?

The number one priority for councils is ensuring that all elected members 
are up-skilled in good governance practice.  Councils risk undermining their 
decision making as a result of elected members either not knowing what 
good governance is or not practicing it. 

Following on from that, the IAB has identified that where councils have 
a good understanding of governance combined with a clear vision and 
strategy, there tends to be more cohesiveness between elected members 
and staff.  Where this is the case, the council has a better base to make 
effective decisions for the benefit of the community. 

We have seen a trend of councils who have been assessed using their 
reports as part of their journey of continuous improvement.  They report 
to me that they find it useful to see how their performance compares in 
the sector, and most importantly it serves as a guide for how they make 
improvements at both a strategic and operational level.

The real concern we have based on our findings to date is that where 
we find a lack of cohesive strategy or a commitment to governance 
development, and/or patchy resourcing in the operations, a council’s ability 
to deliver value to its community is unnecessarily compromised. 

As we approach the 2019 elections, what other learnings are useful?

Communities elect who they want to represent them, and diversity of 
opinion is vital in democratic decision making.  This representative nature of 
councils means councils are not formed as private sector Boards are, with 
a balancing of handpicked skills; this can impact on council’s governance 
performance. When this arises elected members tend to rely more heavily 
upon staff, which can blur the lines between governance and management.

With this, there is also a real need that irrespective of the skills, background 
and experience of elected members, training and development needs 
remain a priority to ensure members continue to grow and adapt to the 
climate they operate within, and the subsequent decisions they make. 

Another key learning to date is that elected members’ ability to make sound 
financial decisions must be paramount.  By making this theme a priority, 
it puts Council in a strong position to respond to issues and opportunities 
surrounding financial decision making, affordability, rates increases and the 
level of growth in council that need to be clearly and properly balanced. 

How does governance differ in the private & local government sectors?

Through the CouncilMARK™ programme, there are some glaring differences 
between the two sectors that are worth highlighting. 

Private sector boards are formed based on the balance of skills required for 
the business.  There is an expectation that directors commit to receiving 
ongoing governance development, and for many it is compulsory to 
maintain appropriate professional memberships.

Councils encourage diverse representation and therefore there is no 
expectation for elected members to hold any formal governance training 
or experience.  It is however something that is readily available for councils 
should they want to get access to training or personal development 
programmes for their elected members.

The programme to date has recognised that where councils commit to 
upskilling, embracing their corporate governance responsibilities alongside 
their community representative role, and foster valuable robust debate and 
diverse thinking, while recognising the power of collective responsibility in 
decision making, greater value to ratepayers follows.   

Although there are clear differences between the two sectors, there remains 
an opportunity for councils to ensure the representative nature of its 
structure is not lost, and its governance practices further develop in order to 
provide strong leadership to the communities they serve.
 
For further insights, please email dan.henderson@lgnz.co.nz.   



You will be thinking about your communities and how you might support 
them and the future generations.  Your decisions will be focused on local 
issues and how you might campaign on your community’s behalf.  While 
outlining these issues and providing clarity on where you stand is important 
for your voters, your good governance skills are also needed by your 
communities.

In his recent Local Government Think Tank report, Peter McKinlay 
reflected on the significance of governance within local government and 
reflected on governance capability, both functional and strategic.  LGNZ’s 
CouncilMARK™ assessments of 30 councils so far has also highlighted the 
need for ensuring all elected members are up-skilled in good governance 
practice.

So what can all candidates do to best prepare for the election? 

At EquiP, we suggest that this starts with an understanding of the 
governance role ahead and a commitment to contribute to good 
governance.  EquiP’s professional development prospectus states: “Good 
governance is the backbone of local government professionalism.  Good 
governance strengthens community confidence in your council, builds 
confidence of staff and elected members, and leads to better and ethical 
decision making.  Good governance encompasses: accountability; strategic 
thinking; supervision (of outcomes); and policy setting”.
  
The best governors understand the need for strategic thinking and so your 
preparation must start with a focus on the future.  This applies to both 
your community, and to yourself, by considering how you can govern it 
to best effect.  “Local authorities, even in smaller communities, are large 
and complex organisations whose governance and oversight requires 
considerable skill and understanding.  Effective governance matters as 
a means of ensuring that a council’s community is well served and that 
the council’s decision-making reflects both community priorities and the 
need for the effective and efficient utilisation of limited resources” (Local 
Government Think Tank).

Preparing for the election and beyond
It’s election year again and if you are a current or potential local government sector candidate, you 
are starting to think about standing. 

To help inform your decision about standing for local government and to 
support your commitment to continuously develop your governance skills, 
there are a range of resources available to you.  If your council has opted to 
participate in EquiP’s Candidate Preparation Framework, you will be able to 
access a video series on your council’s website where experienced elected 
members describe their roles and commitments.  Additionally, review 
LGNZ’s Vote 2019 website (vote2019.co.nz), or make contact with your 
local electoral officer to learn what you can to make an informed decision 
about representing your community.

And what can all candidates do after the election?

You are obviously committed to doing the best for your community as 
a community representative and as a governance professional.  Do this 
by building your own, and your council’s, governance skills.  Ensure your 
council commits to governance development, planning for time and budget 
needs, and building a cohesive strategy and vision that your council can 
stand by.  Participate in your council’s, and EquiP’s, induction programmes, 
reflect on your personal needs, and commit to enhancing your governance 
skills.   

Not the first time you have been elected?  Reflect on what has changed in 
your council.  How prepared are you to contribute to key strategic plans 
that now encompass community and economic well-being, the impacts 
of climate change, water, infrastructure and housing issues, roading, and 
tourism to name a few issues.  Support others in your council, and join in 
with their training so that together you are all collectively committed to 
enhancing your governance performance.

< Local authorities are complex 
organisations whose governance 
requires considerable 
understanding.  Effective 
governance matters as a means of 
ensuring that a council’s community 
is well served and that the council’s 
decision-making reflects both 
community priorities and the 
need for the effective and efficient 
utilisation of limited resources. > 

To find out the ways in which EquiP can help you on 
your journey towards excellence, please visit lgnz.
co.nz/equip.



The Final Word
Will the Government take a sip of localism with a tourism levy?

The old adage is that you can lead a horse to water, but you can’t make it drink. It is an adage that 
the local government sectors lives and breathes.

For years LGNZ have been trying to lead central government to the idea that 
we need let councils share in the economic benefits of tourism if we want to 
increase the provision of infrastructure and grow the sector as a whole.

So the announcement of a referendum to gauge public support for a 
Queenstown visitor levy is a considerable step forward, which could provide 
the impetus for government to take a sip of a sustainable infrastructure 
funding model. 

The levy aims to tackle a substantial challenge for Queenstown, where just 
26,000 ratepayers pay for the infrastructure used by over three million 
visitors a year.

For residents, a visitor levy will be an obvious solution to their infrastructure 
issues.  Queenstown has an international reputation and massive volume 
of visitors, which is encouraged by central government’s tourism policy.  
However, since all the tax benefits of this activity flow to central government 
– GST, PAYE and profit taxes - Queenstown ratepayers are not incentivised 
to provide the infrastructure to those visitors.

Quite simply, it’s about time that central government gave local government 
a stake in our booming tourism industry, which would incentivise the 
development of infrastructure like the governments of other premier tourist 
destinations do.  Think France, Spain, Germany, Switzerland, and cities such 
as Venice, New York and Paris.

Whether it’s through a proportion of GST, or the ability to collect revenue 
from the approximately 5.5 million bed nights spent in Queenstown, there 
has to be an incentive for ratepayers to develop tourism infrastructure.

Queenstown’s ratio of 34 international visitors per resident is among 
the highest in the world, and the current ability of the council to provide 
essential services such as roads, footpaths, three waters, parks, toilets and 
tourist facilities is extremely stretched. 

It’s clear that one-size-fits-all central government policy is not working in 
Queenstown.  Although non-binding, a referendum held by the council will 
provide a firm yardstick of ratepayer appetite for a solution.

LGNZ believes that tourists will be happy to pay for their fair share of the 
infrastructure that they use, as they do in many other parts of the world.

But it will take a significant ideological shift from the government, who have 
largely delivered their policy in sweeping, nationwide strokes, regardless of 
whether they work for one area better than another.  

We believe there is a way to grow industries like tourism, without damaging 
our communities and environment.  However, better funding and 
planning is needed, and that means creating the right policy incentives 
at a local level.  Here’s hoping that the government listens to the people 
of Queenstown and provides them policy that works for both visitors and 
ratepayers.

< It’s about time that central 
government gave local government 
a stake in our booming tourism 
industry, which would incentivise 
the development of infrastructure 
like the governments of other 
premier tourist destinations do. >


