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SOUTHLAND

REGIONAL COUNCIL

Ms P Langley
Chief Executive
Mana Kawanatanga a Rohe — Local Government Commission

Via email to Igc@Igc.govt.nz

Te Taiao Tonga

Kia ora Penny

Thank you for the opportunity to be consulted regarding the reorganisation initiative submitted
to you by Southland District Council (SDC).

Environment Southland (the Council) supports solutions that will lead to the most benefit for
Southlanders. Everyone wants more effective and efficient service delivery for Southland
communities. Our councils have proven we can work together, but there is more we can do.

The Council believes the Commission's independence would be valuable in identifying
improvements. It has agreed to support the Commission undertaking a thorough investigation
into the options for reorganisation. However, the Council does not favour the SDC’s
amalgamation proposal and does not believe it will achieve the best outcome for the region.
Thoroughly considering all options for reorganisation will be critical.

Earlier this year the Council commissioned a report to assess ways to deliver better value for the
Southland community. This report, from TDB Advisory, evaluated options for integrating
activities and services among the region’s councils.

Five options were considered against four criteria: effective services, financial efficiency,
transition costs and enabling local democracy. The report found that a single unitary council
would likely bring the biggest benefits, potentially saving money and working more efficiently.

In contrast having two separate unitary councils for the region, as suggested by SDC, was
considered the least helpful option. It would be unlikely to save much money and would have
considerably higher set-up costs. For example, splitting the Council’s functions in two would
increase transition costs and catchment management complexity.

The report provides an additional evidence base to that commissioned by the SDC and is
attached to this letter for your use in consideration and any investigation.

In consulting with this Council on the SDC reorganisation initiative you mentioned in your email
that the Commission must consider factors set out in the Clause 6, Schedule 3 of the Local
Government Act.

For now
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The response above covers factor (a) in Clause 6. The response to the remainder of the factors
in Clause 6 are as follows:

The potential scale and scope of improvements to local governance and services that might
result from the investigation

The Council considers some benefit could arise from reorganisation of local government in
Southland.

The report from TDB indicates there are likely to be efficiency gains from combining councils of
up to around 50,000 to 100,000 people (although with diminishing returns after that population
size).

For capital and expertise-intensive network operations like land transport and the three waters
(potable water, storm water and wastewater), there are economies of scale that merit a region-
wide perspective regardless of the structure of other local government functions. These capital-
intensive functions represent a significant component of local government expenditure.

In regard to other, more labour-intensive activities, like environmental protection, recreation
and sport, noise and dog control, the case for amalgamation is weak. The Productivity
Commission in its 2013 review of local government regulation reached a similar conclusion.

Please note that Council has not conducted any further analyses of the benefits of
reorganisation, because the scope and scale of potential amalgamation is uncertain. This will
be a critical part of any investigation.

Potential costs, disruption, and other negative effects on affected local authorities and their
communities that may be caused by the investigation

It has been some time since the Commission has investigated potential reorganisation of local
government. Understandably this makes it difficult for both the Commission and councils to
quantify the time implications, costs and impacts accurately.

At a minimum we would expect all councils in Southland would need to make staff available to
the Commission, meaning these staff will have less time for their core roles.

If reorganisation is decided upon, costs would include transition arrangements such as legal
advice, administration and meeting contractual obligations to staff; and information technology
and infrastructure upgrades which are often needed to standardise services and ensure
consistent quality.

There are also indirect costs of amalgamations which can be even more difficult to quantify,
such as disruption to services and reductions in employee morale and productivity during the
transition. These considerations would require focus and some investment to mitigate.

Before making a decision, it is worth considering the reported and estimated costs of other
council mergers, such as:

° transitional costs to establish an Otago/Southland water services entity of $50.6 million
. $210 million to amalgamate the nine councils in the Wellington region
° the estimated cost of merging Hawkes Bay Councils of $13.6 million to $18.4 million



. establishment of the Auckland Council being forecast at $160 million, but costing more
than $1 billion.

Council’s view is that this process, including the investigation and any reorganisation, needs to
be funded by Central Government. Ratepayers and councils are already under considerable
financial pressure and significant expenditure on this process would be difficult to justify to
ratepayers.

Time or other constraints that apply to the opportunity to achieve potential improvements to
local governance and services

It is unclear how long it would take to achieve improvements through reorganisation. Any
answer to this will depend on the type of reorganisation, if any, that is proposed. Council notes
that major change typically takes longer than expected to deliver benefits, while costs are often
higher.

All councils in Southland have extensive work programmes underway already, and there are
potentially further significant reforms being advanced by the New Zealand government. Our
expectation is that the Commission will carefully balance these constraints against any potential
benefits.

The resources available to the Commission to undertake the investigation in a timely manner

Understandably, it is unclear to Council what resources the Commission has available to
undertake an investigation.

As noted in the TDB report, there is already considerable work underway at the national level to
change local government arrangements, most particularly around RMA reform. Our expectation
is that the Commission is dedicating considerable thought to these matters including what
resource would be required by councils and the Commission to respond to reforms through
reorganisations.

The Council, as stated above, is concerned that funding for any investigation be met by Central
Government, and not by the ratepayers of Southland.

The likelihood of significant community opposition to any reorganisation that might result
from the investigation

This is a critical question. It appears there is some support for reorganisation, including
amalgamation, in the Southland community. These views, however, have tended to come from
engaged citizens who take an active interest in council business.

To date there has not been any wider and comprehensive engagement and there are risks in
assuming that these views are indicative of the broader community position.

The Hawke's Bay reorganisation proposal from 2013-15 demonstrates how essential public buy-
in is for any amalgamation proposal to succeed. As you know, in that case the proposal
ultimately failed when put to a public vote. Despite belief there was sufficient community
support to proceed with the investigation, in the end 66% were against the proposal.



It is possible that community views might change during an investigation. Initially, communities
might support amalgamation based on promised cost efficiencies, but as the investigation
proceeds, the emphasis might shift to concerns about political independence or be influenced
by changes in central government policy.

This highlights a critical concern: the risk of investing significant time and resources into an
investigation that ultimately fails to gain public support.

In addition, any proposals for reorganisation must ensure effective representation and
democratic local decision-making. Communities will have a range of views as to how their
interests are best served, in addition to the interests of the wider Southland region.

Public views should be assessed and reflected in decision making early in the process, and in
particular this should consider the support of residents, and Iwi and Maori organisation support.
We are all aware that without public support, reorganisation will be considerably harder and
ultimately more likely to fail.

If you proceed with an investigation, the Council is committed to working with the Commission
to help ensure effective community engagement.

Finally, Council has asked that you share your anticipated timeframes around this process. With
the local government elections on the horizon later this year, it is imperative that the new
Council has an early opportunity to provide its input into the process.

Thank you again for the opportunity to be consulted on the investigation and | look forward to

hearing from you.

Nga mihi

Wilma Falconer
Chief Executive
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