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Abstract

Since 2000 intergovernmental relations in New Zedlhave been evolving
rapidly as a result of a significant shift in goaement policy discourse
towards a strong central-local government partnggshNew statutory
provisions empowering local government to promateiad, economic,
environmental and cultural wellbeing have significémplications for the
range of activities in which local authorities aeagaged. In turn, this has
consequences for the relationship between locakmgorent and central
government. The effectiveness of the new empoweene the prospects
for further strengthening of the role of local gawment are critically
examined. Despite some on-going tensions, andeauitable mismatch in
the balance of power between central and local gowent, it is argued
that there is a discernible rebalancing of intergovnental relations as a
result of new legislation and central governmentiqgyosettings which
reflect a ‘localist turn’. On the basis of devetoents since 2000 it may be
argued that the New Zealand system of local goventns evolving away
from the recognised ‘Anglo’ model. However, furtlensolidation is
needed in the transformation of intergovernmentalations and
mechanisms that will cement a more genuine cefdcal government
partnership.

Key words: intergovernmental relations, empowerment, Newateh
localism.

1 The author wishes to thank an anonymous reviéovdrelpful suggestions of points for

clarification, and of other enhancements to theusaript.



CHEYNE:

Empowerment of local government in New Zealand

Introduction

A virtue is often made of the independence andilkty enjoyed by local

government in New Zealand. This independence sindtive in cross-
national comparison, particularly with the sectatsinterparts in Australia
and the United Kingdom. With a relatively low I&waé central government
financial transfers and high level of local funditaral government in New
Zealand has enjoyed a degree of autonomy thattifonod in many other
jurisdictions.

This autonomy is somewhat paradoxical given Newlatehs highly
centralised, unitary state. Historically, the pipte of ‘no taxation without
representation’ produced an elaborate and extensivéhe eyes of some,
excessive - layer of local government. To somerexthis was streamlined
as the result of amalgamations of local authorities 1989 which
significantly reduced the number of units of logavernment. However,
there are still concerns that New Zealand is owseghed and that fewer
units would be desirable. Adding to the paradox] despite units of local
government being so prevalent and numerous paatigulip to the 1990s,
no clear set of principles informs the design afalogovernment in New
Zealand. The basic features of the system wereri@g from the United
Kingdom with colonisation in the 1840s, followed by “unsystematic
modification of the original transplants” (Bush D98&. 232) to address
practical needs. In a similar vein, Palmer andmal argue that
pragmatism, and a resistance to central governpwmér by the settlers of
British and European descent in the latter halthef nineteenth century,
characterised thinking about the nature of localegoment in New
Zealand. A more coherent vision, they argue, i$ Isicking, despite
significant new legislation passed in 2002 thategkcal government a
new power to promote social, economic, environneatad cultural
wellbeing.

Local government really started life as a practéoal operational
contrivance lacking any fundamental constitutiar@iception. It is a
defect from which we still suffer (Palmer and Pairp@04, p. 247).

The purpose of this article is to examine and a®algontemporary
intergovernmental relations and the new statutoaynéwork reflected in
the 2002 legislation. Based on this analysis passible to delineate the
underlying constitutional conception of local gaweient embodied in the
relationship. Subsequently, it may be possiblebégin to remedy the
defect to which Palmer and Palmer have referredmehg the
predominance of a pragmatic approach over a ptetigsed approach to
the constitutional conception of local government.

First, the constitutional status of local governinemn New Zealand is
outlined, with a focus on the implications of tktatus for the classification
of New Zealand's local government in the ‘Anglobdel — one of three
such models that have been identified in a typolofyyjocal government
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systems in western industrialised countries. THeefeatures of current
intergovernmental relations in New Zealand are thddressed, namely,
the establishment of a central-local governmenairfgrthe new power to
promote community wellbeing and associated prowmsidor long-term
community planning, and efforts by central governtrte engage in local
authority planning processes. It is argued thesétcumulatively constitute
a distinctive model of empowerment of local goveeninf they reach their
full potential. However, while there are many piosi aspects to the new
architecture of intergovernmental relations, a nemiof unresolved
tensions remain, reflecting contradictions in thscdurse of partnership
and fault-lines in the foundations of the modekofpowerment. The final
part of the article argues that satisfactory resmuof these tensions and
clear recognition, through some constitutional aragj-constitutional
mechanism, of the importance of local governmerit prioduce a more
genuine partnership and empowerment. As a consequex different
model of intergovernmental relations is increagintikely to emerge,
which, in turn, has implications for the classifioa of the New Zealand
system of local government.

The constitutional status of New Zealand local gove rnment

New Zealand does not have a single written corgitubut rather a
number of quasi-constitutional statutes, includitg Constitution Act
1986, and unwritten constitutional conventions. efehis no reference to
the existence of, or protection for, a system @hlayovernment (Palmer
1993). An ordinary statute, the Local Government 2002, and prior to
that the Local Government Act 1974 and its predsarss provide for the
existence of local government.

Local government in New Zealand has historicallared features in
common with other countries located within the ‘Asiggroup of local

government systems. Nations which are includethisigroup are those in
which local government is a 'creature of statwhieit with a significant
degree of autonomy from central government at ieagtrms of day-to-day
activities (Hesse and Sharpe 1991; Goldsmith 1996)cal councils in

New Zealand, for example, have considerable chiidhe form of their

decision-making (such as committee structure andben of meetings),
and in the activities in which they become involve@ihrough legislation
central (national) government regulates some aspEctocal government
decision-making (such as open government legisigtiand can impose
certain requirements where it provides fundingoal councils.

In the case of New Zealand, funding from centralegpment comprises a
much smaller proportion of local government revethan in some other
countries that belong to the Anglo group wheredleame more substantial
central government revenue transfers. In New Dekia the year ended 30
June 2006, the local government sector’s income3M5.4 billion (£2.17

billion). Fifty-six percent of this came from ratéroperty tax), while just

CJLG May 2008

32



CHEYNE:

Empowerment of local government in New Zealand

12.7 percent came from central government grantissambsidies. Other
sources of revenue include investment income (BtZgmt), regulatory fees
and fines (5.2 percent), and other miscellaneousces (approximately 20
percent).

The Anglo group is one of three broad types of llgovernment systems,
the others being the ‘Franco’ group and the ‘Neanid Middle European’
group (Hesse and Sharpe 1991). The Franco typedmssitutional status
although service delivery is delegated to othemeigs. The North and
Middle European group is characterised by simitarti@al-local relations to
the Anglo group but:

... in contrast to the Anglo form, equal emphasigls to be placed on
local democracy per se (emphasis in original).theowords, local
government is commonly granted a general functionaipetence
over and above specific statutory powers. Intpect, the North
and Middle European type is the most overtly daedist of the three
... (Hesse and Sharpe 1991, p. 607).

In Hesse and Sharpe’s analysis of twenty westatnsimialised countries
(which includes Australia but not New Zealand), therth and Middle

European group is the largest and includes cosntigside Europe (for
example, Japan). On the basis of their analysig pinedict that this model
may be the model of the future. This raises thestijon of whether

significant developments in central-local relationdNew Zealand since a
change in government at the end of 1999 from aarwative government
to centre-left Labour-led coalitions, provide a ridation for a future

transition of the New Zealand local government esystinto the North

European group.

Hesse and Sharpe’s typology is based on an earerthat distinguishes
between legal localism and political localism (Gatdth 1996). Legal
localism - typically found in northern Europe -“Iscal self-government,
incorporated into the constitutional and/or proceduarrangements ...
which effectively ensures a role for elected lagavernment in the affairs
of state” (Goldsmith 1996, pp. 191-92; see alsdf@slt 1990). Political
localism - associated with southern European statesflects a strong
communitarian emphasis on representation of teilto interests
(Goldsmith 1996, pp. 187-191). There is commonly s&ong
interpenetration of central and local tiers of goweent, with party and
political linkages ensuring that local interests beard at the centre. New
Zealand’s system of local government reflects efgmef legal localism
but its conformity to that model is arguably weakeg the lack of explicit
constitutional recognition of local government.

Following the reforms of 1989, which involved wigesad, centrally
imposed amalgamations of local authorities, acaderand other
commentators highlighted the weak constitutionahtust of local
government in New Zealand. At this time there wea#ls for stronger
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constitutional protection (see, for example, Jan4882). While the
fortunes of local government have historically bsabject to the whim of
national governments, initiatives since 2000 unitleze successive Labour-
led administrations mean that formal constitutiopiadtection may not be
so essential going forward as it might have Feen.

It is timely to enunciate some principles that canderpin an appropriate
constitutional conception of local government. kMg somewhat
presciently nearly three decades ago, Bush (198Q) opined:

There is a growing discrepancy between the profesiséms of
Government to vest its junior partner with augmermewers and its
own infiltration into the same realm. Whether #ueurate image is of
being arm-in-arm or of being led by the nose, axghy pattern of
central-local relations is undoubtedly emergingtetaction will be
more frequent and intimate, with central probeascertain the point at
which resistance is offered. ... [T]he era of intétemt and unplanned
contacts is departing. ‘Integrated planning’ isfilag fluttering at the
masthead and this alone precludes a laissez-fgm®ach.

As has become evident recently in the case of Hréngrship between
central government and the community and volunsagctor, the potential
for a relationship breakdown remains a possibilityen there is a lack of
clarity about the nature of the partnership and steus of the junior

partner.  Recently, the Community Sector Taskforea, umbrella

organisation representing the community and volyrgactor, accused the
government of paternalism towards the sector aaicheld that the sector is
being disempowered by government actions.

In 2001 central government released tBeatement of Government
Intentions for an Improved Community-Governmentateiship (Clark
and Maharey 2001) that formed the basis of furtleselopments designed
to forge a genuine partnership. TIstatementexpresses in written,
published form an agreed set of understandingsesgtwepresentatives of
the two partied. However, the Community Sector Taskforce has
questioned the prospects for such a partnership daiched that the
government “cannot handle sector aspirations for appropriately
independent future” (Community Sector TaskforceZ200p.).

It is vital that central-local government relatioge from strength to
strength, under current and future national govemts) and do not give
rise to accusations of paternalism and insincestortt about partnership.
Later in this article consideration is given toiops for greater protection

2 |t remains the case, however, that a Labour-te@igiment in New Zealand could embark
on reforms that fundamentally weakened the sutenatitier of government, and indeed,
the fourth Labour government’s reforms of local gament in 1988-89 were very
unpopular in the sector and were justifiably vievasdbeing imposed in a top-down manner.
% In the United Kingdom there is a similar agreehistween government and the
voluntary and community sector that aims to imprthasr relationship for mutual

advantage and community gain. See http://www.tmgaet.org.uk
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for the place of local government within the systefrintergovernmental
relations, but first the focus turns in the nexttiem to the matter of public
policy discourse and the evolving status of locategnment in the wider
governance arrangements since the change of cgotrainment in 1999.

The new phase in intergovernmental relations post 1~ 999

A change of government in New Zealand at the ent®80 resulted in the
formation of a Labour-Alliance coalition, and bofarties had strong
manifesto commitments to strengthening local gavemmi. A new phase
in intergovernmental relations thus emerged, ewddnby three key
features: the establishment of a central-local gowent forum in 2000;
the new power to promote wellbeing and the assetidbng-term
community planning process mandated in the LocaleBonent Act 2002;
and a new expectation that central government agemadll be engaged in
the identification, monitoring and achievement ofnmunity outcome$.
Together they (potentially) signify a qualitativetiifferent reconfigured
relationship between the two tiers of government.

Central-local government forum

In March 2000 the Central-Local Government Foruns watablished to
ensure regular meetings between the political dikexof Parliament (the
Prime Minister and other senior Cabinet Ministees)d senior local
government leaders. The Prime Minister and thesiéeat of Local

Government New Zealand, the peak body represeiaw Zealand’s 85
units of local government, jointly chair the Forunithis was a significant
development as the two leaderships had not meuch & manner and
historically local government was often either &ygoverlooked by central
government in policy development, or changed at wtém of central

government reformers without adequate consultatiine Forum meets
twice yearly and is recognised as giving both @rand local government
participants an enhanced appreciation of one aristiperspectives and
pressures.

The establishment of the Forum reflected growingnawledgement by
central government of the contribution of local gownent, and also
increasing dependence on local government, in wclgegovernment
outcomes.  Participants and observers report a oooitent mutual
understanding and trust growing between the twdigsar For example,
Burton (2006, n.p.) comments:

Given the vast array of local government functidhere are a number
of Ministers as well as government departmentsagghcies who
need to be aware of the role and function of Igoskernment, and the

4 Community outcomes are medium and long term gwatkesired end-states — “the things
that the community thinks are important for its Mveing” (New Zealand Society of Local
Government Managekes al. 2003, p. 39) — that are identified by communitle®ugh a
consultative process facilitated by local governnareast once every six years (see
section 91 of the Local Government Act 2002).
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decisions that need to be made on a day-to-dag.bhaim confident
the ten meetings held to date have given both alegutid local
government participants a valuable understandirigeopressures
facing each other's respective sectors. As atrektllis developing
relationship, there is a good deal more trust betneentral and local
government. This is already paying dividends.

Likewise, writing of developments at the beginnifgthe present decade,
Wallis and Dollery (2001, pp. 556) observe: “Theuis of central-local
trust therefore appears to have replaced the isbagcountability as the
primary focus of the local government policy debateBuilding trust
between local government and the new Labour-ledeigoment was an
important task given the legacy of the earlier tbutabour government
(1984-1989), which imposed radical amalgamationsr diie course of a
very short but intense period of reform in 1988-83d also after nearly a
decade of conservative administrations which weraracterised by, at
best, benign neglect.

The power to promote community wellbeing

Early on in its first term (1999-2002) the Laboad| government
introduced a review of local government legislattbat produced further
shifts in intergovernmental relations, most notalilye new Local
Government Act 2002 with its broad empowermentaofid new purpose
for, local government. Section 10 of the Act smi$ the purpose of local
government as follows:

to enable democratic local decision-making ancadby, and on
behalf of, communities; and

to promote the social, economic, environmental, @rtliral wellbeing
of communities, in the present and for the future.

The overall aim of the Act as set out in sectiorpr@vides for local
authorities:

to play a broad role in promoting the social, ecoity environmental
and cultural wellbeing of their communities, takimgustainable
development approach.

This mandates a much broader focus than local govemt's traditional
concerns of the ‘three Rs’: rats (that is, pubkalth), rubbish, and roads.
However, it is also clear that empowerment is fospecific purpose,
namely, sustainable development. While local gowvemt has
considerable flexibility to decide what activitiéswill undertake, these
activities must be consistent with the purposeoefl government. The
change was particularly significant for regionalicoils, which historically
have had a much narrower range of activities — Ijmgsgulatory roles
linked to resource management. However, it wag sdsognised that it
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was unlikely that any local authority (regional territoriaf) would have
the community mandate or funds to venture intoiSant new activities.

Section 12 of the Act outlines the powers of |laaathorities, giving them
“full capacity to carry on or undertake any actmvitr business, do any act,
or enter into any transaction”. Local authoritlesve full rights, powers
and privileges for the purpose of performing theste, subject to the
provisions of the Local Government Act, any othietige and general law.
Territorial authorities must exercise their powessolly or principally to
benefit the district while a regional council megercise its powers wholly
or principally to benefit a significant part or neasf its region.

Notwithstanding a popular view that the 2002 Aatkdocal government
away from its core business (primarily roads, wastormwater, waste
water, waste disposal), in fact local governmerg badertaken a broad
array of functions since at least the mid 1970#p¥iong the enactment of
the Local Government Act 1974. However, the eamfiet embodied a
prescriptive rather than empowering approach tadhge of functions that
local government could undertake. As Palmer andn®al2004, p. 230)
explain:

The approach in the old Act was: before local atities did anything
they needed to check to see that they were empdweid it. For
example, section 663 reassured they that were eergdvto install
clocks. Section 659 confirmed they could sellvioed.

The sustainable development emphasis of the 2002 régresents a
significant shift in thinking about the role of Elayovernment, and reflects
the understanding that wellbeing encompasses &at)|dour significant

domains: environment, economy, social and cultaspects. Thus, for
local government to contribute to the goal of sustale development it
was essential that it be empowered to addressafawent as it impacts on
all dimensions of the wellbeing of current and fetgenerations.

Central government engagement in local authoritymownity
planning processes

Local authorities are required to address how thersk together with other
territorial and regional organisations, central guownent, and non-
governmental organisations to further their comrtyuroutcomes and
priorities. Central government is a particularignsficant stakeholder in
that its policies and resources have major impaatanmunity wellbeing.
In addition, central government agencies colledt dhat is critical for
local authority planning. Following the introduati of the new legislation
Cabinet recognised that central government agenegesgd increasingly

® In New Zealand, local government is made up of tweon types of authority: regional
councils and territorial authorities. The lattdistrict or city councils, are grouped into
regions. There are also four unitary authorities perform both regional council and

territorial authority functions.
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need to contribute to the achievement of commuoiticomes. In 2004
Cabinet directed a central government agency, tgaBment of Internal
Affairs (which has responsibilities for local gomenent policy and also for
community development services), to take a leal irofacilitating central
government engagement in community outcomes pres€&OPs).

While Cabinet intended that central government aigsnwould work in
partnership with local authorities and communitiesachieve mutually
agreed outcomes, it also noted that the regional iwas an appropriate
focus for central government participation in COFBecause there were
already existing regional networks and initiativiksyould be less onerous
for central government agencies than district leMefjagement, and the
government’'s policy was to foster regional develepin However,
regional and territorial councils have differenkein many cases and it is
not feasible for central government agencies td dedy with regional
councils. For example, in relation to an issuédsaghousing affordability,
which is an issue for many territorial authoritigstogress towards
outcomes will require involvement at the territbrievel of a number of
central government agencies. Some central governmagencies have
been proactive in engaging with local governmentlavbthers have been
tardy or unwilling®

The emergent new model of empowerment

Together these three developments signal a recoafign of
intergovernmental relations, referred to by a numdifecommentators as
the ‘new local governance’. A key component dbthew governance
relationship is its incorporation of a ‘communitgpatial or place
perspective on public policy and service deliveffigeddell 2002, p. 53).
Reddell notes that, with increasing research edeedf uneven social and
economic development as a result of globalisattongcern about spatial or
locational disadvantage has resulted in a focusregions and local
communities. In New Zealand, community-based agional initiatives
have been promoted in a range of social and ecanpaoticy domains (see,
for example, Casswell 2001).

While there is growing momentum for some modifioai to some of the
statutory requirements, and some greater centralergment policy
leadership, the localist impetus is likely to rempowerful and not simply
at a rhetorical level. The current emphasis onmanity planning is also
prompted by concerns about the ‘democratic defic#flected in citizen
disengagement from political processes, in padicubting, at the local
level), and the need to enhance the responsivesfekxal government
(Cheyne 2006). It is also suggested that arrestiagontinuing decline in

® The Ministry of Social Development appears toehbgen one of the more proactive
through its development of Regional Social Poliapability and through producing a
comprehensive resource for staff (Ministry of SbElavelopment 2005).
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voter turnout at local elections will only be aaled if local government
has greater responsibilities.

In order for local government to exercise greatmponsibilities some of
the evident tensions in the new intergovernmerdaitions will need to be
resolved. Particular tensions are associated witle financing
arrangements for local government given its broasvgr to promote
wellbeing and the emphasis on its sustainable dpwetnt role; lack of
alignment between central and local governmentrpfenprocesses as a
result of different political priorities and cerltgovernment inertia; and the
bounded power of general competence.

Financing arrangements

Enhanced empowerment in the 2000s has become dedsdded sword
for local government in New Zealand. The neo-kb@&conomic policies
of the 1990s resulted in tight fiscal settings ander-investment in public
infrastructure which, when combined with commurdtytcomes processes
that elevated community expectations about servioggastructure and
quality of life, have placed significant pressums local government
budgets. Increasingly, questions are being raabedit the ability of local
government (given its traditional financing arramgats — primarily
property tax or ‘rates’) to fund necessary expendion infrastructure and
services (Shand, Cheyne and Horsley 200Me alternative is increased
transfers of funding from central government, esdlgcwhere there is a
national interest in having consistent and certsiandards of service or
infrastructure. However, to the extent that cdrgovernment will require
accountability for funding devolved to local goverent, this has
implications for local government autonomy as aldido by the former
Minister of Local Government (Burton 2006, n.p.):

The ability of local authorities to provide accdpelevels of
infrastructure into the future is uneven. Thisesi questions about
whether and when central government should assame s
responsibility for funding local infrastructure,dathe relationship
between such funding and the local expenditureifige of each
council.

Lack of alignment between central and local govemnirplanning
processes

While the new community planning process in the LB®2 is intended to
strengthen the community governance role of loa#tharities, the desired
co-ordinated planning and alignment of central gorent and community
outcomes has been slow to emerge. The planninge cgé€l central

government is based primarily on an annual budgettements of Intent
between Ministers and chief executives of goverrindapartments, and
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the three yearly electoral cycle. There is a growing emphasis on
‘outcomes-focused’ management, which has generateglethora of
strategic planning documents. But, crucially, ¢hese fundamentally
driven by Cabinet policy (which reflects the padisiof other parties in
government and Labour’s support agreements witsethgarties). The
planning cycle of central government is not aligmneith local authority
planning cycles and processes, yet central governnagencies are
expected to contribute to achievement of commuaiticomes. In some
policy areas, the mismatch has become evident e tare initiatives
underway to improve alignment. Improved alignmesaiuld tend to be
sought through ensuring that local government pleetognise central
government political prioritie$,however, it can also be sought through
modifications to central government policy goats @xample, as set out in
Statements of Intent). Further research is neenléentify whether there
is in fact a two-way process of adjustment of omtes. To the extent that
there is no scope for dialogue between the twa tiérgovernment about
central government’s policy settings and outcontiesre is a risk that the
notion of a community-driven planning process vk compromised.
However, community planning is always conductechimithe parameters
of a nation-state that has international obligatiand these are likely to
become more pressing (particularly in relationlimate change).

Limitations on local government autonomy

The new Act does not explicitly provide a full ‘pew of general
competence’ — the legal term empowering local gowemt to undertake
any function that is not expressly precluded by tavgiven exclusively to
another body — although Palmer and Palmer (200d3ider that the new
Act moves closer to such a power, and both marijigénocal government
sector and many commentators refer to the new pawepromote
wellbeing as a power of general competence.

Thus while technically, ode jure,local government does not have a power
of general competence, it would appear to have sugowerde facto
However, that power is also widely acknowledgedeisg delimited in a
number of ways. At an early stage in the develogn@nthe Local
Government Act 2002 Cabinet agreed that the prapesgpowerment of
local government would be subject to provisions éosure clear
accountability to communities and open governaritevas noted that, as
well as granting broader powers to local authagjtieentral government
should take a greater interest in the exercisdh@$e powers and in local
authority performance. Thus there are some pmvssifor central
government to intervene in local government, sictha power to initiate a

7 A Statement of Intent (not to be confused with Statement of Government Intentions
between the government and the community and veyrsiector discussed earlier)
identifies, for the medium term, the main featuremtentions regarding strategy, capability
and performance. After being finalised, the Statgnoé Intent is tabled in Parliament.

& one example is land transport policy where tlok Iaf recognition of the goals of the
New Zealand Transport Strategy in regional andidistouncil land transport programmes
was highlighted in the Next Steps review (Ministéiransport 2007).
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Ministerial Review (Office of the Minister of Locabovernment 2000).
However, this is used extremely rarely.

Rather than prioritise ‘hard’ powers of interventidess direct influence
has been wielded through the use of principlesebatgutory provisions in
the Act that guide behaviour. These principles cowany aspects of local
government’'s activities, including governance, dieci-making and
consultation, and potentially open up the sectolegmal challenge. More
immediately they impose significant new standagdthough there is still
considerable emphasis on council discretion irafh@ication of principles.

Despite the intention of empowerment, the 2002 f&dt short of a full

retreat from prescription. From when it first apped as a Bill, a wide
range of commentators have drawn attention to thenbersome
requirements of the Act, particularly in relatiom the statutory planning
and accountability requirements (see, for exam@leEGregor, O'Reilly and
Smith 2002). The consultation and decision-makjprgvisions are
particularly onerous. As Palmer and Palmer (2p0250) observe:

Having decided to empower local government ... thetAen tends to
restrict the exercise of the powers granted bygtyfrem up in a host of
prescriptive and procedural requirements that nnayepcumbersome
and expensive to comply with on the part of loegharities. It almost
appears as if, having given local government grgaiwers, it was
necessary to wrap them up in such a way that thelgaot be
exercised too easily.

The detail in the legislation was greater than mamtjcipated, suggesting
that central government has imposed its will ongetor, thus maintaining
the greater share of power in the overall relatigms But significant

discretion is also given to — and exercised by eallggovernment (for
example in deciding how to conduct consultation).

Concerns about the imposition of central governmeqtiirements on local
government — the so-called ‘unfunded mandate’ -eHad to efforts to
monitor and streamline the impacts on councils.caldovernment New
Zealand has identified a range of different imposg, including intended
devolution and unintended devolution (LGNZ 2009)he Department of
Internal Affairs recently published guidelines faentral government
agencies when developing policy that impacts omllgovernment (DIA
2006). As yet there is no evidence of the impédcthese guidelines,
although new central government strategies contifmuemerge in the
achievement of which local government is heavilplicated?

° Arecent example is the New Zealand Energy afidificy Conservation Strategy
released in October 2007 (Minister of Energy 2007).
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Empowerment versus centralism: contradiction and pa radox in
the model

In mid 2006 local councils published their firsinigear plans (a new
requirement of the Local Government Act 2002, mgkiransparent their
planned expenditures and revenue needs over thedpgom 2006 to
2016. Public concern about rates increases ifitetisas the magnitude of
local government’s funding requirements becamerlglegsible. Although
not necessarily the case, the empowerment of gmarnment in the 2002
Act is often seen by disgruntled ratepayers asc#use of increased local
government expenditures and hence rates. Publiceconabout rates
increases led central government to set up a pémetonduct an
independent inquiry into local government fundifg.

The panel, which reported in August 2007, confirnilegt rates were an
appropriate source of funding but recognised thaty twere becoming
unaffordable — particularly in the Auckland region because of
infrastructure spending requirements. Therefdre,ganel, as directed by
its terms of reference, considered other sourcedunfling including
income tax, goods and services taxes and envirdiaexes. It did not
support local or regional income taxes, GST, beddar general revenue
sharing by central government. However, it recomuheel an increase in
the current local authority petroleum tax and fartleonsideration of an
environmental levy on international visitors as aams of meeting the
environmental costs imposed by those visitors and bf maintaining high
environmental standards. It also recommended greatdéral government
transfers (funding given by central governmentdoal government). It
noted that the existing system of land transpantiing generally worked
well as a partnership between central and locakigowent and should be
replicated in the funding of water infrastructureCentral government
should provide increased funding for infrastructdoe water supply,
wastewater and stormwater (that is, the ‘three nggtéhrough a new
Infrastructure Equalisation Fund.

As part of its inquiry, the panel received neartjhausand submissions and
met with the public and with the local governmestter. Submissions and
presentations from the local government sectomodtaught increased and
new transfers from central government, althougharge number also
acknowledged that new funding from central goveminweould inevitably
lead to greater control by central government irdeorto ensure
accountability for the use of taxpayer funds. dslbeen the experience of
the local government sector in New Zealand (andiabty in many other
countries though not necessarily always) that eémovernment funding
comes with strings attached. Certainly, the catdi@ism that emerged in
the 1990s following the public sector reforms imedi by New Public
Management (Boston et al. 1996) highlighted thednfee financial and

0 The report of the inquiry was completed in Aug2807. Further information and the
final report are available at www.ratesinquiry.goxgt
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other accountability by organisations receiving dung from central
government to deliver public services. The samerig for funding
channelled to local government (for example, foadravorks). Central
government-imposed compliance costs in demonsgraticountability are
often very substantial, unresponsive to local sitma and preferences, and
in conflict with ‘common sense’.

While central government benevolence in the forngraints and subsidies
was obviously an attractive solution, for many arenserious option is to
achieve a more genuine partnership between ceantthlocal government
so that central government is aware of the impbecat of new central
government policy initiatives on local authoritydmets. In particular, new
environmental and health standards (for examplenkihg water
standards), and central government policies toems® international
tourism could impose significant costs on rural oamities with a small
number of ratepayers. A common theme in submissfoom the local
government sector was the need for enhanced coroatior between the
two sectors. The central-local government foruscused earlier is one
initiative that can contribute to improved mutuablerstanding.

As intergovernmental relations develop and the oblecal government is
ostensibly reinforced, there is a growing challenge establish the
necessary balance between local discretion, locabumtability and

national consistency and standards. This is pdatily acute in the area of
environmental policy. The Resource Managementl®&1 set in place a
regime of devolved environmental management, athowith provision

for additional national environmental standards amational policy

statements. Only one national policy statement nvasdated (a national
coastal policy statement) and in the 1990s there megther political will,

nor much momentum elsewhere, for national poliateshents. More
recently there has been a growing consensus thditicahl policy

statements are needed as well as many more nat@anatonmental

standards; however, progress is glacial. To nollsexdent the slow
progress reflects bureaucratic inertia, but retieean the part of central
government to mandate policy and standards is dtdmojan horse for
persistent adherence to the still-powerful market-model of planning;
thus it is not so much endorsement of local degismaking as it is
antipathy toward state intervention.

New Zealand's place in the Anglo model

The introduction of the new power for New Zealanidsal authorities to
promote social, economic, environmental and cultwallbeing was
arguably influenced by the British Local Governmett 2000 which
placed a duty on local authorities in England an@léed to prepare
‘community strategies’ for promoting or improvinget economic, social
and environmental wellbeing of their areas, and trdmuting to the
achievement of sustainable development in the dritimgdom. It also
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gave local authorities broad new powers to impreme promote local
wellbeing as a means of helping them to implemkosé strategies. The
Local Government in Scotland Act 2003 introduceshilsir community
plans into Scottish local government.

Implementation of these new powers highlightedribed to consider the
financing of local government and this led to thstablishment of the
Lyons Inquiry into Local Government in July 2004 September 2005 the
inquiry was broadened to encompass local goverrisnmié and function.
The responsibilities of local government for depéhg community
strategies focused attention on what the Lyonsitggermed the ‘place-
shaping’ role of local government and the need tebdlance the
relationship between centre and locality” (2007))p. ‘Place-shaping’ is
defined as “the creative use of powers and inflagngromote the general
wellbeing of a community and its citizens”. It indes such things as
fostering local identity; regulation of harmful adfies; community
representation; promoting local economic develogmetentifying and
responding to local needs and preferences; andlibgilsocial cohesion.
The report explicitly argues for the relevance laicp (Lyons Inquiry 2007,
p. 2):

As our understanding of the multi-faceted natursazfial and
economic problems grows, and as our aspiratiosslt@ them and to
govern uncertainty and diversity increase, the meuts for a local
role in determining the actions of government dregrovision of
public services are becoming stronger. In addittmonomic analysis
continues to identify local factors and institusass important
influences on economic change and growth.

As such the report is situated within the ‘new l@ta paradigm (see
Pratchett 2004 for a brief overview of this parawlg While there are
some significant differences between local govemtmi@ the United
Kingdom and New Zealand, with the latter having mgeceater autonomy
through its lack of dependence on central govertrierding, the Lyons
Report has highlighted the importance of local goreent’s place-shaping
role. The changes in the United Kingdom as a tesiilthe local
government modernisation agenda, and those in Nsaladd, suggest that
these local government systems may be evolvingetmine more like the
Northern European model as posited by Hesse andpSh&lowever,
McKinlay (2002) highlights the differences betwedeal government in
New Zealand and its counterparts in Australia &redUnited Kingdom. In
Australia and the United Kingdom there is generalynuch more top-
down relationship, with local government being tigkly powerless and
subject to the rules and decisions of a higherdfegovernment (central
government in the United Kingdom, the state or fadeyovernment,
depending on the policy domain, in Australia).

For New Zealand, the prospect of a transition tolwdhe North European
model will be dependent on the development of fmtinstitutional
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features to consolidate and complement evolvingergavernmental
relations. One approach would be to introduce rmerched provision
into those parts of the Local Government Act trestldvith the existence of
the Act and the purpose of local government. Tusild mean that the
relevant statutory provisions could not be changéthout meeting a
certain threshold of parliamentary support (say, p&fcent). Another
approach would be to adopt a charter of local gelfernment, or public
Statement of Government Intentions regarding thegtiomship with local

government, along the lines of the document sighedween the
government and the community and voluntary sectoR001 (discussed
earlier).

Conclusion

Writing soon after the major reorganisation of logavernment imposed
by central government at the end of the 1980s,ela(993, p. 6) opined
that “local government autonomy is rather more pibope than reality”.
However, reflecting on the experience of the 1990sllis and Dollery
(2001) noted that the impact of reforms reflecteel predominance of the
‘activist’ view of local government over the ‘minafist’ view. In the
minimalist view, the proper role of local governmés the provision of
local public goods and local government shouldamgiage in the provision
of private goods and services. The activist viemcoerrages local
authorities to engage with their communities tonidfg the community’s
preferred social and economic outcomes and to woatikely towards these
(Wallis and Dollery 2001, pp. 546-549).

Nearly twenty years on from the 1989 reorganisat@m legislative
amendments, and nearly a decade on from the estatdnt of a new phase
in intergovernmental relations, the New Zealand tesys of local
government has achieved a new status in its reklip with central
government and the political executive (Prime Miisand Cabinet).
Although regarded as belonging to a group of coesitthat comprise the
‘Anglo’ model, this new status arguably distingugsht from others in that
group (for example, Australia and the United KingdoThe Central-Local
Government Forum, new statutory provisions for kbegn community
planning, and central government engagement inpthening processes
have altered local government’s status — thougmaogssarily irrevocably.
The gains for the two parties may be lost in theiril with a different
central government executive, and there is stillack of appropriate
balance in the power relationship. The imbalancamnd contingent nature
of, the current relationship can be redressed tliroa more explicit
constitutional or other recognition of the vitalef local government in
counterbalancing the weight of the sovereign state.

Prior to the change of government in 1999, Rei®91®. 181) argued:

The challenge for local government in New Zealanahether or not
the nation’s tradition of strong centralism willntnue to dominate
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policy debate to the detriment of local democrauy effective service
delivery, or whether, with the adoption of new feamorks, effective
co-governance relationships can be established

Notwithstanding the broad empowerment provided e tLocal
Government Act 2002, the fact remains that all lgoevernment’s powers
are derived from statutes passed by Parliament.e Tlentral-Local
Government Forum, which first met in 2000, has afesf for nearly three
parliamentary terms. Constitutional protectiortred functions and powers
of local government would consolidate this evolvpagtnership and ensure
its continuity at a possible future time when cehlocal relations might
not be so warm or when political management at#mre becomes overly
centralising. When central-local relations areifpgesit is less obvious that
such protection is needed. However, it is pregisg¢la time of enhanced
status for local government that it is importantlearly establish its legal
competence, and secure the gains that have beem imade partnership
between central government and a strong, indepérdeal government
sector.
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