
  
 

 
 

Hastings Street, Napier 
New Zealand 

 

OPEN 
 

AGENDA 
 

ORDINARY MEETING OF THE NAPIER CITY COUNCIL TO BE HELD IN 
THE COUNCIL CHAMBERS, CIVIC BUILDING, HASTINGS STREET, 

NAPIER, ON WEDNESDAY 10 AUGUST 2011, AT 3.00 PM 
 

 

SUPPLEMENTARY INFORMATION 
 

 
2. BACKGROUND ON AMALGAMATION DEBATE 
   
 Significance of Report: Strategic 
 Legal Reference: N/A 
 Reporting Officer/s & Unit: Neil Taylor, Chief Executive 
 File Reference: E30-0026 

 
2.1 Purpose of Report 

To provide Council with an assessment of the debate regarding amalgamation of 
Local Government in Hawke’s Bay and address the request from Mayor Yule relating 
to further regional reviews and studies. 
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2.2 Report 

It is perhaps not surprising that the concept of amalgamating authorities in Hawke’s 
Bay is being raised once more.  More than a decade has passed since the Local 
Government Commission completed a review here and a strong pro-amalgamation 
group has continued to raise their perceived lost opportunities from the failed bid in 
1999.  Already the debate seems to be fuelled by emotional statements and blatant 
untruths rather than any rational assessment of the world we really live in today or 
references to well documented analysis of the consequences of previous 
amalgamations which may be helpful in this debate.  I acknowledge early in this 
report that the history of reform in New Zealand local government indicates that 
emotional debate is likely to prevail in the public arena as division lines are drawn 
and differences of opinion intensify.   
 
Prior to the Local Government Elections last year, the Hastings Mayor, Mr Yule, made 
clear his intention to run a campaign that included promoting amalgamation of 
Councils in Hawke’s Bay.  In the 1999 review process of Local Government in 
Hawke’s Bay, a referendum was held which resulted in a significant split between 
those who favoured/rejected amalgamation in the Hastings District and Napier City 
areas.  The split at that time was: 

 
Hastings District 
Votes for the proposal  18002 
Votes against the proposal    8639 
Informal votes    
Total     26844 

    203 

 
Total number of electors on the roll for the poll: 40952 
 
Napier City 
Votes for the proposal    6788 
Votes against the proposal  19929 
Informal votes    
Total     26890 

    173 

 
Total number of electors on the roll for the poll: 35077 

 
 

It appears to me that Mayor Yule’s intentions last year were likely to be part of a re-
election strategy given that a clear majority of Hastings voters supported the 
concept of amalgamation with Napier.  The fact that in May / June of this year, 
Mayor Yule undertook a survey of Napier residents to establish the current level of 
support for amalgamation in the City without undertaking a similar survey of 
Hastings residents reinforces my opinion.   
 
Since that time Mayor Yule has taken a near obsessive position on amalgamation, 
referring to wide ranging support from unnamed Hawke’s Bay people.  This results 
in much of my report referencing statements he has made fronting a drive for 
amalgamation. 
 
On 13 June 2011 Mayor Yule addressed the Napier City Council on his vision for 
amalgamation in the region arguing amongst other things that economic growth, 
population growth, reducing unemployment, increased political power (lobbying), 
and clarifying regional direction for the future all relied on the amalgamation of 
Councils in Hawke’s Bay.  The poor performance of Hawke’s Bay in many economic 
and social statistics, he laid firmly at the door of the Councils not being 
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amalgamated in the region.  At this meeting Mayor Yule indicated that he had 
undertaken the survey of Napier residents and he would be releasing those results 
publicly early in July 2011. 

 
*** After the results were publicly released, the Council met and agreed to respond to 

Mayor Yule (copy attached on pages 9 -  11).  Napier’s position remains supportive 
of working with all of the Councils in Hawke’s Bay, and history clearly illustrates a 
strong shared services performance between Hastings and Napier in the last decade.  
However Napier City Council continues to hold the opinion that amalgamation will 
not bring the benefits that Mayor Yule desires.  A mixed public response has 
predictably resulted from this impasse between the Napier Council and Mayor Yule.  
A recent newspaper article has reported that Mayor Yule holds the Napier Council 
response to him as irresponsible, which if true, is unfortunate and unfair.  As the 
Mayor of Hastings and the President of Local Government New Zealand he is aware 
that Napier Mayor and Councillors make declarations at their first meeting of each 
new term to  

 
….’faithfully and impartially and according to the best of my skill and 
judgement execute and perform in the best interests of Napier the 
powers, authorities and duties vested in or imposed upon me as a 
member of the City of Napier…’ (bold super imposed).   

 
The members of Napier City Council have acted entirely in accordance with the 
declaration that they have made at the beginning of this term as required by statute. 
 
Mayor Yule’s covert poll of Napier voters has not changed the fact that this 
community remains opposed to amalgamation.  The Council’s response upholds 
that majority view.   
 

*** More recently media releases appear to have shifted ground with Mayor Yule 
seeking agreement from Councils to feasibility studies of some sort.  A copy of the 
letter to all members of Napier City Council dated 3 August 2011 is attached on 
pages 12 -  13.  That was not the position he advocated to Napier City Council at 
the meeting on 13 June 2011 where he only proposed the “solution” of 
amalgamation as a panacea for a wide range of “perceived problems” (from his 
perspective).  The solution that has been advocated to the Napier City Council is 
amalgamation but the problems that will be addressed are a generalised list of 
statistics many of which are not influenced directly by Local Government in any form 
and it is difficult if not impossible to predict with any certainty that amalgamation 
can deliver any improvement.  International research provides no support to the 
contention that local government amalgamation improves any of these ‘problems’. 
 
Media statements attributed to Mayor Yule since this meeting call into question the 
treatment of wastewater in Napier and Hastings with the suggestion that had the 
Councils been amalgamated a single wastewater plant would have been built.  This 
is a spurious argument as both Councils have jointly funded two reports on 
wastewater treatment – one in 1991 and the other in 2004 where the matter of joint 
or separate wastewater treatment plants were raised.  These reports were prepared 
by competent independent national engineering companies and their conclusions 
make it clear that a single plant or two separate plants were options for 
consideration but two separate plants reduced risk and more appropriately suited 
the current coastal outfalls.  This work is held by both Councils and is available 
publically.  I am unable to understand Mayor Yule’s statement that contradicts this 
competent independent advice.   
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In 1999, during the last regional debate on amalgamation, Napier and Hastings 
Councils had spent the previous decade in an embittered battle over the delivery of 
health services for the two cities and the surrounding rural area.  There was 
acrimonious debate, entrenched positions on both sides and emotional rhetoric ran 
throughout the public process including submissions and hearings by the Local 
Government Commission.  In my opinion it was ugly, confrontational, expensive and 
damaging to both organisations.  I also hold the opinion that the process 
unnecessarily concentrated enmity between the two cities and damaged good work 
previously undertaken together.  I am very concerned that the current debate will 
return our region to an emotional debate about partitioning our behaviours instead 
of building strongly on the foundations of friendship and cooperation that both 
Mayors have demanded during the last 12 years.   
 
Given the fact that every indicator in our national economy points to real growth (I 
acknowledge that it is small but it is supported by the Chief Executive of Chamber 
of Commerce in the August 2011 “Chamber Pulse” newsletter) for the first time in 4 
years, there is a degree of stupidity in reigniting a debate that will split our efforts at 
a critical time when we should be building as quickly and steadily as we can on our 
strengths rather than dropping the ball of growth potential and squabbling over 
where future imaginary boundary lines should be drawn. 

 
Both cities are clearly different entities but much more importantly each Council has 
developed a significantly different philosophical approach to sustainable futures.  
For a decade Napier has taken a conservative approach to managing debt levels with 
a concentrated effort on reducing net debt to an absolute minimum in the belief 
that this will bring flexibility and independence to future generations of citizens.   
 
While this is, according to the text books, an ultra conservative approach to 
managing the Councils accounts there is comfort in comparing the results of this 
effort with the current consequences of much of the global debt that is impacting 
negatively on so many economies and predicted growth.  I am not suggesting that 
Hastings debt is unsustainable because that is not the case.  It is clear however that 
as debt rises the risk of cashflow being adversely affected by external events such 
as interest rate rises also increases.  For every one million dollars of debt the current 
annual repayments for Napier would be approximately +0.25% on rates (at current 
interest levels). 
 

*** Clearly as interest rates rise (which currently appears to be a fair prediction) that 
impacts on rates rises as well.  Napier has also developed cashflow beyond its 
primary revenue stream of rating and that is now important to the city’s future 
sustainability and the likely rate increases for generations to come.  This is not just 
speculation by me.  In fact recently Mr Mitchell, an independent consultant, has 
produced assessments of local authorities in New Zealand which reinforces this 
argument.  On pages 14 – 31 I have attached a result of that survey for Hastings 
and Napier which clearly illustrates current differences.  I do not agree with all of the 
statistics that Mr Mitchell uses because some of them cannot be influenced by local 
authorities.  Mr Mitchell supports my contention that Napier’s financial position is 
robust and able to withstand some market shocks should they eventuate and has 
cash reserves and assets that build flexibility into the accounts.   

 
*** He is also suggesting that Hastings’ financial position is sound but carries more risk 

than Napier’s.  That view is reinforced by a comparison of rates increases also 
produced by Mr Mitchell from 2006 to 2010 (copy of which is attached on page 32).  
Clearly during this period Hastings rates have increased by +20.9% while Napier 
rates have increased by only +14.1%.  Obviously there is a greater risk of future 
rates increases where debt levels are high enough to expose an authority to adverse 
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interest rate shifts.  Ring-fencing debt in an amalgamated Council is not an answer 
to these differences in approach that Hastings and Napier have taken to financial 
sustainable management.  It just muddies the water and provides no certainty 
whatever to future generations. 

 
This difference in philosophy is an overwhelming reason why Napier Council must 
reject the concept of amalgamation with an authority that would add greater risk to 
Napier ratepayers.  Napier ratepayers have a right to expect that their Councillors 
would complete a due diligence assessment of the financial consequences that are 
likely to result from any amalgamation process.  Having done so, the Council has 
rejected amalgamation as a sensible option for the current and future community 
for Napier.  Frankly, in my opinion, to do otherwise would be negligent so it remains 
confusing to me why Mayor Yule would refer to this Council as being irresponsible 
in making it plain that any amalgamation with Hastings at this time would increase 
the financial risk for Napier ratepayers in the future.  The Council could not indicate 
a neutral impact unless they were derelict in their duty of care.  They have not 
rejected a constructive working relationship between Napier and Hastings nor have 
they rejected building on the shared services between the cities into the future. 
 
In the Napier Mail of 3 August 2011 Mayor Yule is reported as responding to the 
amalgamation debate with some disturbing statements.  There is no evidence 
provided that amalgamation of local government solves the problems that he 
continues to raise.  Amalgamated authorities do not increase population growth, nor 
address the aging population statistics, nor the plethora of social and economic 
statistics that he generally refers to.  It is nonsense to suggest that Councils who 
disagree with his drive for amalgamation are ignoring the importance of our 
children’s future when in fact Napier’s preference is to maintain the current 
sustainable financial future for its ratepayers rather than increase the risk of 
uncertain rates increases through amalgamation.  Napier is supporting the future 
citizens of the City. 
 
He also suggests that the debt issue is being manipulated “for purely political 
reasons some are promoting myths” …  I agree, but we should state the facts of the 
financial differences first then work through to the likely consequences second.  The 
conclusions reached then are that Napier has considerable headroom above its 
current internal debt level to manage cashflow into the future without loading up 
debt for future generations.  This is the fundamental difference between the 
Councils and the reason why “ring-fencing” debt will do nothing for future 
generations.  Napier is comfortably sustainable and cash conservative with options 
for the future.  Future capital works including the wastewater plant are provided for 
in our planned debt profile.  The suggestion that wastewater treatment will create 
debt problems for Napier is wrong. 
 
Mayor Yule is right in his assertion that its “rates paid” that matters and I can only 
repeat that in the period 2006/10 Hastings rate base increased by +20.9% and 
Napier’s by +14.1%.  That is a difference that should matter to those concerned 
about the future, coupled of course with the real risk of interest rate rise and the 
inevitable impact that will have on future rates. 
 
Many recent studies raise the question of risk to the sustainability of differing 
communities in amalgamation (consolidation) processes.  Close to New Zealand, 
recent university analysis of work undertaken in 2005 by the Financial Sustainability 
Review Board of the South Australian Government Association, undermines the case 
for amalgamations.  It appears that past amalgamations of local government pull 
financial performance down to a common denominator rather than enhancing them 
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to the highest performer.  That is likely to increase the risk to Napier ratepayers and 
future rates increases should amalgamation proceed. 

 
‘…The findings of the Board nevertheless amount to an additional 
presumption against the use of amalgamation as a potentially effective 
instrument of local government reform.  Considered in conjunction with 
other limited Australian evidence, as well as existing international 
empirical studies, especially work in Canada and the United States, the 
onus of proof would now appear to fall against advocates of 
amalgamation in Australia’…  

(Dollery, Byrnes and Crase) 
 

*** A copy of this paper and some brief research reading is attached as Appendix A. 
 
Equally, studies of the actual data from previous amalgamations does not provide 
any confidence whatever that the list of “perceived problems” in Hawke’s Bay can be 
addressed even to a minor degree by amalgamation.  In fact the exact opposite is 
true. These studies, some of which are close to home in Australia, provide clear 
evidence that amalgamation provides little improvement and often increases general 
costs to the ratepayer.  In New Zealand the retraction of early claims of the Auckland 
amalgamation process that there would be cost savings illustrates that these facts 
are known nationally. 
 
The prevailing research and empirical study provides a clear warning that 
amalgamation is not a silver bullet and definitely does not deliver on the many 
promises made by its various advocates. 
 
Regional GDP, unemployment numbers (including specifically youth unemployment), 
building statistics, household income and general population growth are matters 
that are more influenced by the low skills / low wage economy that prevails in 
Hawke’s Bay and the lack of specific sector performance above national average 
rates such as petro-chemicals in Taranaki, dairying in Southland, large government 
services in Wellington and other centres.   
 
In terms of misinformation the old adage remains true, that if people continue to 
make the same statement louder and louder some in the community begin to accept 
those statements as facts.  It should be noted that both the Prime Minister and the 
Minister of Local Government have declared that they and the current government 
have no agenda for amalgamations post Auckland unless they are voluntary.  
Perhaps they are aware of the prevailing research results from other countries that 
amalgamations do not bring the benefits espoused by its advocates. 
 
There are real alternatives to amalgamation that bring significant benefits to 
communities throughout the world.  Size of local government units does not seem 
to matter to regional performance in the statistics listed above and international 
studies clearly show there is no ideal size for a local government unit.  In fact in 
many countries such as France, Switzerland, Japan, and the United States, local 
government units operate extremely successfully representing far smaller 
communities than either Napier or Hastings.  They do not adversely affect the 
collective voice of regions or even cities.  
 
This year in New Zealand significant work has been undertaken nationally by Local 
Government New Zealand (both separately and with other organisations) on 
Consolidation process and change in Local Government together with Shared 
Services in Local Government.  This work is extensive and very well researched with 
extensive lists of international references.  It is written by people recognised as 
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experts in the sector and yet is appears to be being cloaked away from our local 
debate.  Two of these reports are:- 

 
• Shared Services for Local Government prepared by Colin Drew for Local 

Government New Zealand in June 2011 and 

• Consolidation in Local Government: A Fresh Look prepared by Chris Aulich, 
Melissa Gibbs, Alex Gooding, Peter McKinlay, Stefanie Pillora and Graham 
Sansom for Australian Centre of Excellence for Local Government, Local 
Government of South Australia and Local Government New Zealand. 

 
*** Copies of these reports are available in full as they are public documents but I have 

attached them to this report as Appendices B and C respectively.  They make 
particularly interesting reading and I would suggest in themselves provide a 
comprehensive feasibility study for the current Hawke’s Bay case without 
undertaking any further work.  The findings of these reports provide an entirely 
adequate platform for reform in Hawke’s Bay.  Consistent with these national 
recommendations the region should be building directly on the existing foundations 
of shared services (and the item on today’s agenda). 
 
I accept that Mayor Yule has been quoted in the media as saying shared services is 
not an option that he wishes to pursue because there has been slow progress during 
his term as Mayor.  It is fascinating to note that the reports prepared for the national 
organisation of which he is President, state over and over again that consolidation of 
whatever form should not be rushed.  When referring to an analysis of background 
literature the report on shared services quotes: 

 
‘the sector also viewed shared services as a preferred option for 
consolidation to amalgamation..’ 

 
And where shared services have been successful the report states: 

 
‘where there is a culture of performance improvement acceptance of 
change and trust of other parties the development of shared 
arrangements is far easier..’ 

 
This is the culture that currently prevails in both Napier and Hastings Councils.  Why 
would we jeopardise the very significant level of trust that has grown between 
Napier and Hastings since 2000 just to have the question of amalgamation raised 
again when it has lost favour internationally as a best method of restructuring local 
government for performance improvement.  It seems to me that this is precisely the 
right time to take the work that has just been completed by Local Government New 
Zealand and apply it strongly on the excellent foundations that already exist 
between these two authorities leaving room for others to join and grow those 
improvements overall.   
 
Alternately we can spend the next 18 months hell bent on a political agenda to re-
debate the question of amalgamation in Hawke’s Bay.  We will consume precious 
internal resources during that time, risk destabilising both Councils and the staff, 
and most importantly revert to the dysfunctional relationship that existed between 
Napier and Hastings a little more than a decade ago.  The magnitude of these risks 
is far too much to take a “punt on” just to satisfy a political agenda.   
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I need to acknowledge that shared services is a slow process in fact the report 
states:- 

 
‘international experience suggests that the development of shared 
services as a model to drive cost efficiencies and improved services to 
citizens has often been slow to progress…it take strong leadership, good 
planning and time to be successful…’ 

 
*** This is not something that Napier and Hastings should baulk at.  Mayor Yule feels 

that progress has been too slow but progress has been made and significant 
building blocks between the cities have been achieved.  I have listed on page 33 the 
areas where Napier and Hastings work together and have achieved many 
improvements to the both organisations operations.  There is another list in the 
report on shared services (item 1 in this agenda).   

 
In the last 12 months the cities have progressed an Urban Growth Strategy with the 
HB Regional Council as the essential foundation block to align District Plans and 
both Chief Executives have completed all of the preliminary work required on a 
formal shared services proposal between the two Councils that is scheduled for both 
agendas in August 2011.  This indicates that far from arguing with each other over 
the question of amalgamation, our resources should be aligned and focused on 
implementing the proposed shared services agreement as soon as possible.  We 
would then be meeting the recommendations from Local Government New Zealand 
of which Mayor Yule is the President and be part of the recommended direction for 
the country: 

 
‘at a political level it could be argued that promoting shared services 
and the changes required to advance these in local government is LGNZs 
primary role..’ 

 
We should focus on shared services and respect the independence of these two 
cities, which are both critical to the future of this region, aligning resources and 
services rather than tearing each other apart for the next 18 months, when real 
economic opportunity appears to finally be within our reach. 

 
Officer’s Recommendation 

Will be tabled at the meeting. 
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