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Overall, the community
expects its water
management and
services to be effective,
efficient, collaborative,
democratically
controlled, and oriented
toward serving the
national interest.

1. Goals for Water Governance Reform
New Zealanders have a range of over-arching goals to which proposals for
water governance reform should contribute. These include (in no particular
order):
• To meet needs for clean, safe drinking water and for the environmentally
sound management of wastewater and stormwater;
• To support diverse and productive fisheries and wildlife populations,
provide safe swimming opportunities and enable sustainable harvest of
freshwater resources;
• To underpin sustainable livelihoods in water-dependent industries
especially agriculture, and provide for their growth;
• To enable improved economic performance through greater efficiency in
water allocation and management;
• To enable electricity generation to make a contribution to sustainable
economic development in a carbon constrained world;
• To provide amenity and recreational benefits for the community and for
New Zealand’s international visitors, in both urban and rural settings;
• To recognise and provide for cultural understandings, values and uses,
including a particular relationship between iwi and the Crown in water
management.
Some of these goals may be partially in conflict with each other. If they are to
be achieved there is a need to develop policies which harmonise and balance
them, which will then enable effective execution.  For that task, New Zealand
needs a better governance system in relation both to the oversight of water
management, and the operational delivery of water services.
Overall, the community expects its water management and services to be
effective, efficient, collaborative, democratically controlled, and oriented
toward serving the national interest.
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2. About The Turnbull Group
The Turnbull Group is an independent, multi-sector body committed to
a solutions-based approach to improved water management. It will take
a leadership role in the development of commonly agreed principles and
structures through which competing interests in water resources can be
reconciled.
The initiative to form the Group was taken by Water New Zealand, who initially
approached a series of individuals.  Further individuals were added to the
Group by consensus. The aim was to bring together people with substantial
expertise and experience across a range of relevant disciplines and interests
in water science, management and use.  Several of the members have
international experience.
Water is a finite resource.  The Group believes that managing it well is an
underestimated but vital task for New Zealand.  The availability of a plentiful
supply of water is a key strategic advantage to this country in terms of
export food production, tourism potential, electricity generation, recreational
opportunities, ecological values and cultural identity.  Supply and quality
issues are, however, emerging which must be addressed if that advantage is
to be fully realised.
These supply and quality issues are compounded by a highly fragmented and
multi-layered management and regulatory regime that is not conducive to
strategic and effective consideration of how the resource may be best utilised
for the benefit of all sectors of the economy and society in the long term.  
Addressing this nexus of issues around water is of high importance to New
Zealanders’ shared national interest.
Members of the Turnbull Group are committed to working together as
individuals focused on advancing New Zealand’s national interest. Their
names, areas of expertise and affiliations are set out below.  It should be
noted that while members bring to the Group knowledge of different sectors
and backgrounds, they are not representing the particular organisations to
which they are affiliated.  
This paper expresses a considered opinion which reflects the synthesised
deliberations of the Turnbull Group.  The views expressed in this paper do not
necessarily reflect the complete views of all the participants of the Group or
the organisations to which they belong.
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The Turnbull Group Personnel
Doug Bailey is a public lawyer and lobbyist with Russell McVeagh.
Neil Deans is the immediate past president of the New Zealand Freshwater Sciences
Society, the Resource Management Co-ordinator for Fish and Game New Zealand
and regional manager for the Nelson Marlborough Fish and Game region.
Margaret Devlin is a Chartered Environmentalist, an Accredited Director of the
Institute of Directors New Zealand Inc, a Board member of Water New Zealand and
has more than 20 years experience in the international infrastructure sector.
Murray Gibb is Chief Executive of Water New Zealand.
Dr David Hamilton is a Professor in the Department of Biological Sciences at the
University of Waikato. He also holds the Environment Bay of Plenty Chair in Lakes
Management and Restoration at the same university.
Dr Terry Heiler is a water resources engineer. He is the out-going CEO of Irrigation
NZ Inc.
Dr Clive Howard-Williams is a water quality specialist and aquatic ecologist. He is
currently Chief Scientist in NIWA for Freshwater and Coastal Resources.
Raveen Jaduram is a water environment engineer and manager. He is Chief
Executive of Manukau Water Limited.
Bryce Johnson is CEO of the statutory based New Zealand Fish and Game Council.
John Pask is an economist with Business NZ.  He has prime responsibility for issues
surrounding water and waste.
Dr Kit Rutherford is a catchment and water quality modeller with an engineering
background. He is a leader in NIWA’s water resources modelling group.
Guy Salmon is an environmental policy and governance specialist.  He is executive
director of the Ecologic Foundation.
Graeme Sutton is a farmer with over 40 years experience in the Nelson, &
Canterbury areas.  He has a wide range of experience in a number of agri-business
organizations including the fertiliser, meat, wool, dairy and electricity industries. He
is currently a director of the Waimakariri Irrigation Company and the Chairman of
Irrigation New Zealand.
Martin Smith is a civil engineer with international experience in the infrastructure and
water sectors. He is General Manager Infrastructure for Manukau Water Limited and
President of Water New Zealand.
Rino Tirikatene is Chief Executive of the Federation of Maori Authorities.
Kerry Watson is the Environmental Manager for TrustPower Ltd and has recent
experience in the consenting and re consenting of small to medium scale renewable
electricity generation projects.
Peter Whitehouse is Manager Advocacy & Learning with Water New Zealand. He
has an extensive background in governance design and policy development in the
electricity, gas and water sectors. He facilitates the operations and meetings of the
Turnbull Group.
Jon Williamson is a water resource scientist specialising in groundwater resources
and groundwater/surface water interaction.  He is an executive committee member
of the New Zealand Hydrological Society, and a shareholder of consulting firm Sinclair
Knight Merz.
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3. Summary of our proposals
The Government has initiated a reform of the Resource Management Act and
associated governance structures.  Two linked components are to establish better
water management, and to determine the role and functions of an Environmental
Protection Authority (EPA).
The Turnbull Group offers a contribution to this. We bring together a broad range of
expertise and experience across the water sector.
First, we are looking for a governance system for water allocation and quality which
successfully reconciles the public trust and private use dimensions of water. We
want a framework which is integrative, collaborative, inclusive, evidence-based, and
facilitates high-quality professional management.
Second, we are looking for an operational system for the management of water
supply, wastewater and stormwater, which can produce improved economic,
environmental and social outcomes in both the rural and urban environments.
We discuss these two aspects in turn.  The two aspects are linked in their focus
on oversight by the proposed Water Commission, with its collaborative mode of
governance.

EPA and Water Commission
New Zealand has many objectives and policies for water, but desired outcomes are
not being achieved: there is an implementation deficit.  This reflects that New Zealand
has developed an excessively devolved, fragmented and cumbersome governance
model for resource management, especially by comparison with other small
developed countries or Australian states.
In fleshing out a conception of an Environmental Protection Authority for New
Zealand, our primary aim is to introduce a national agency with real technical
substance to fill the role of an effective resource manager – a body that will effectively
marshal scarce technical resources to deliver some real results once its objectives
have been clearly defined.  
A linked, secondary aim is to overcome the difficulties faced by New Zealand’s
excessively devolved model – the cumbersome and litigious nature of its processes
in a multi-tiered, local objections-focused system; its lack of authority and inability to
resolve issues; its failure to empower iwi in governance; its lack of national strategies
for achieving goals; and its difficulty in reflecting the national interest in local contexts.
The keystones of our approach are twofold.  First, we want the EPA to operate in
an integrative way – that is, to consider environmental, social and economic factors
together. Second we want it to be collaborative – that is, to engage and empower
key stakeholders and focus them on the common good, at both national and local
levels.  By applying these approaches, and reducing the number of layers in the
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governance system, we hope to de-emphasize the sources of division and adversarial
behaviour that have characterised New Zealand’s resource management system, and
to create more positive incentives.
We do not propose to remove individual rights of submission and appeal.  Rather,
we seek to minimise the use of these adversarial processes by emphasising instead
three other processes which we consider are more important for good policymaking.  
These are (a) the development of consensus amongst key stakeholders and iwi;
(b) the effective organisation and input of technical understanding into decision
processes; and (c) the use of self-managing community groups as the key strategy
for winning uptake of improved water management practices.  The paper elaborates
on each of these.
To perform its policy implementation functions, we propose the EPA would organise
its technical expertise and sectoral engagement capability around a series of thematic
areas: water, the coastline, etc.  We propose that each thematic area would be
overseen by a Commission: including key relevant stakeholders and expertise,
providing high-level, collaborative leadership, and focused on overseeing the
implementation of government policy.  A Water Commission would be one of these,
and would play a key role.  
The paper provides further detail of the division of functions within the proposed new
structure, which is broadly outlined in Figure 1 on the following page.  
A key part of the needed governance arrangements for water involves iwi.  The
recent Waikato-Tainui settlement embodies a commitment to a co-management
model.  Governance arrangements now under discussion in Waikato focus on a
whole-of-catchment approach for co-management entities, an approach which we
support.  We anticipate this precedent will flow through into other Treaty settlements,
although that will depend on the preferences of individual iwi.  In the meantime, our
proposals are designed to support a co-management model at the catchment level,
as indicated in Figure 1.
Associated funding changes would shift a portion of the current rates burden to the
taxpayer, but we expect modest savings overall.

9

Monitoring &
Review

PARLIAMENT

CABINET

Parliamentary
Commissioner for the
Environment

Minister for
Environment

Policy
advice
Ministry
for the
Environment

Water
Commission

Consensus
building
Land & Water Forum

Other
Commissions

Environment Protection
Authority technical staff

Regional office 1

Technical
implementation

Regional office 2

Local
Councils

Co-management
entities

Regional office 3 etc.

Figure 1: Proposed governance arrangements for management
of water

Provision of Water Services
The paper highlights how the current fragmented delivery of water services is at
variance with practice elsewhere, and is leading to lack of infrastructure investment
and resource wastage. Seventy three water services providers for a population of 4.3
million has proved to be neither efficient nor sustainable.
An example from Scotland is offered as a possible model to be adapted to New
Zealand’s situation.
We propose a rationalisation of the current situation and suggest publicly owned,
single purpose water entities operating in a commercially responsible manner be
established.  While still to be defined, we suggest such entities will operate in broadly
similar areas to current regional council boundaries and will be responsible for both
rural and urban water services. We outline their operational responsibilities and note
that cost-benefit analysis will assist in defining the optimum size of each.
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The water service entities would be governed by public boards, appointed by
Ministers and accountable to them for operational effectiveness and efficiency.  In
addition, the entities would be accountable to the Water Commission for regulatory
matters. They would operate under environmental regulations and public health
requirements defined by the Water Commission and administered by the EPA.  Their
strategic goals, pricing parameters and service provision levels would also be defined
by the Water Commission.  These twin lines of accountability are depicted in Figure 2.
The present arrangements would be replaced by transparent, volume-based charging
for water services, but with appropriate provision for supporting areas on low incomes
and isolated rural communities.
Taking all these changes together, we would for the first time have a system which
would provide transparency on performance and demonstrate to all stakeholders that
a value for money service was being provided.
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Figure 2: Proposed governance arrangements for management
of water services – water supply, wastewater and stormwater
treatment services
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4. How we developed these proposals
The first step was to bring together the Turnbull Group itself, as a widely
representative, independent group of people with substantial expertise and
experience in water management.  
Once created, the Group identified two key elements of the background to its work:
• The community’s high level goals for water governance (see 1 above); and
• Relevant Government policies (Appendix A).  
Against this background, we proceeded by first drafting a list of appropriate
“institutions” for water governance in New Zealand. Institutions (sometimes called
social institutions) are sets of rules, processes or norms that guide human behaviour.  
Institutions are important because they shape incentives and individual entitlements
around a conception of the common good.  The institutions we identified are set out
in Appendix B.
In a reform process like the present one, we believe it is best to proceed by first
identifying and agreeing upon the high-level institutions that are relevant and
appropriate to water management.  Once this has been done, we can then design
organisational structures which better reflect, and can better give effect to, those
institutions.
Organisations are formal structures established to deliver agreed outputs in a manner
consistent with established institutions. They may or may not be successful in doing
this, and they may need to be reformed as the underlying institutions change.
In preparing our proposals, we have tested them against these questions, and invite
readers to do the same:
• Have we identified the “right” institutions for New Zealand?
• Are the organisational structures we are proposing well-designed to reflect and
give effect to these institutions?
• Will the overall result improve efficiency and effectiveness?
We believe the institutions we have identified will also be useful for the more detailed
design of organisations and processes, beyond the level attempted in this paper.
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5. EPA and Water Commission
New Zealand has spent considerable effort in writing objectives and policies for water;
but has been much less impressive in getting improved outcomes. The political
demand for an Environmental Protection Authority focuses on this implementation
deficit.  It also reflects an assessment that New Zealand has developed an
excessively devolved, fragmented and cumbersome governance model for resource
management, especially by comparison with other small developed countries or
with some Australian states, where a single governance entity typically generates
environmental policy implementation for populations of 2-8 million people over land
areas similar to New Zealand or larger.
The primary aim is to introduce a national agency with real technical substance to fill
the role of an effective resource manager – a body that will effectively marshal scarce
technical resources to deliver some real results once its objectives have been clearly
defined.  A linked and secondary aim is to overcome the difficulties faced by the
devolved model – the cumbersome and litigious nature of its processes in a multitiered, local objections-focused system; the tendency to capture by local interests
with a sectional focus; its lack of authority and inability to resolve issues; its failure to
empower iwi in governance; its lack of national strategies for achieving goals; and its
difficulty in reflecting the national interest in local contexts.
That raises the question of what the objectives to be pursued by an EPA should
be, and how they should be decided.  The Swedish model which has informed the
National Party’s policy-making process via the 2006 Bluegreen Vision document1 has
four key elements:
• A set of national environmental objectives set by consensus of all political parties;
• A semi-independent body with responsibility for monitoring and reporting to
Parliament on progress in achieving these objectives;
• A politically accountable Ministry for the Environment with responsibility for
developing policies and legislation;
• A semi-independent agency, the Environmental Protection Authority, with strong
technical proficiency and full responsibility for implementing the agreed objectives
at arms’ length from politics.
The above elements are broadly reflected in the National Party’s election policy, but
there is little indication of the functions of the proposed EPA and how its objectives
would be established. These are to be established through a policy process over the
next few months.
In the New Zealand context, there are two ways in which policy direction for the
proposed EPA could be established:
• By political direction of the dominant political party of the day; or
• By consensus negotiated between major stakeholders and given authority by
multi-party parliamentary support.
1

A Bluegreen Vision for New Zealand. Discussion paper by Hon Dr Nick Smith MP. NZ National Party Wellington 2006.
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The Swedish, and more broadly the Nordic experience, points to the potential
advantages of the latter approach, although it would take learning, incentives and
institutional development to elicit from New Zealand stakeholders the collaborative
pattern of behaviour seen in the Nordic countries. Efforts have already begun in this
regard through a collaborative process of stakeholders and iwi, the Land and Water
Forum, with a focus on sustainable land use and “A Fresh Start for Freshwater.”  An
emerging pattern in this process has been the emphasis on achieving integration of
environmental, economic, social and cultural goals, rather than setting environmental
goals in isolation.  We propose that this approach – both collaborative and integrative
– be adopted as the preferred model for governance in New Zealand.
If this approach were adopted, it would be desirable to organise the proposed EPA
around a series of thematic areas with which recognisable stakeholders identify.  
This approach would point to a governance arrangement involving a series of
commissions, each representing the main stakeholders in that thematic area, and
striving to operate by consensus.
To perform its policy implementation functions the EPA would then organise its
technical expertise and sectoral engagement capability around those thematic areas.  
It has already been proposed that a series of specialised commissions could provide
balanced leadership in a number of such areas, with proposals for a High Country
Commission2 and a Coastal Commission3 recently being publicised. We propose a
Water Commission.
For us, the core idea behind a Commission is one of high-level, collaborative
leadership, focused on overseeing the implementation of government policy.  
Recognised stakeholders and iwi interests would have the right to nominate
qualified persons to the Commission, and the Minister would appoint additional
qualified persons to ensure a balance of expertise and perspectives.  Members of
the Commission would be under a duty to seek consensus and act in the collective
interests of all New Zealanders. It is anticipated that high-level objectives and a
policy framework would be provided by Ministers, ideally on the recommendation
of a consensus-building process such as that in the Land and Water Forum.  Given
this framework, the strengths of the Water Commission would come from its relative
independence from politics, and its strong mix of stakeholder and iwi interests
working collaboratively together.  Inevitably there would need to be provision for
Ministers to provide direction to the Commission from time to time, although such
direction, which should be transparent, is not expected to play a major role.
An interesting model along these lines is the New Zealand Conservation Authority,
which includes direct representation of environmental, recreational, scientific, tourism
and iwi interests, has powers to approve general policy and conservation strategies
for public conservation lands, within the framework laid down in statutes.  While
operating across a narrower portion of the conservation-development spectrum than
would our proposed Water Commission, it is noteworthy that it has survived many
legislative reviews and changes and has operated successfully since 1952.  
2
3

Change in the high country: Environmental stewardship and tenure review. Parliamentary Commissioner for the
Environment, Wellington 2009.
Coastal Management: The Case for a New Zealand Coastal Commission. Environmental Defence Society, Auckland 2009.
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The creation of such a body along with the EPA would have implications for existing
entities, notably the Ministry for the Environment, regional and district councils.   

Division of functions for water governance and management
At present, there is a three-tier structure of elected accountability for resource
management in New Zealand:
• At the national level, the Minister for the Environment;
• At the regional level, twelve regional councils;
• At the local level, 73 district councils (four of these, and the Chatham Islands
Council, are unitary authorities, combining district and regional responsibilities).
A key question is whether the Water Commission we propose should be confined to
governance of those resource management roles currently performed by the Ministry
for the Environment,4 or whether the opportunity should also be taken to simplify and
streamline the current system and improve its effectiveness.
We favour the latter course and would support a two-tier management structure, with
the current regional level functions provided by regional councils, being redistributed
both upwards and downwards, to strengthen the roles of both national and local
authorities.  In broad terms the policy and planning functions for air, water and the
matters of national importance listed in RMA section 6 should be the responsibility of
the EPA, under the authority of the Minister for the Environment.  All other matters,
and all permitting and compliance functions, should be the responsibility of local
councils.  A key point is that the EPA would have a critical mass of technical expertise
and science knowledge to support the roles of all the players in the new system.
In the case of water management, this approach would lead to the following
suggested division of functions:
Ministry for the Environment, reporting to the Minister:
•
•
•
•

Legislation
International responsibilities
Development of high level policy
Approval of defined, important policy matters on the recommendation of the Water
Commission
• Provision of directions to the Water Commission.
EPA and regional offices, reporting on water matters to the Water Commission:
• Development of detailed policies, plans and standards for water, and for land use
impacts on water
• Fostering and supporting community self-management of water resources and
land use impacts on water
• Water Conservation Orders
4

These include promulgating water conservation orders, national policy statements and national standards, and
processing certain consents at the national level.
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• Design of new instruments, eg water trading frameworks
• Collaborative consensus-building and public consultation on the above
• Development of scientific and technical knowledge to underpin effective
management of water and of land use impacts on water
• Provision of technical support to local councils, co-management entities and
community groups for performing their functions
• Processing of national-level consents, and technical support for Boards of Inquiry
• Provision of outreach services, to transfer know-how to industry, land users and
community groups
• Funding of assistance for soil conservation and ecological restoration activities
• Integrated monitoring of water and land use state and trends, and of permit
conditions
• Overview of implementation of plans and standards, and regular review of their
effectiveness
• Powers to intervene if local authorities fail to use their powers properly.
Local councils:
• Issuing of permits to take, use and discharge water, with technical support from
the EPA
• Decisions regarding compliance and enforcement
• Advocacy of local community interests in policy processes
• Representation of local community interests on co-management entities.
Under these proposals, regional councils as separate governance entities would
become redundant.  We do not dwell here on the performance of regional councils,
except to say that it has been variable; and often for systemic reasons beyond the
control of individual councils. That leads us to our focus on how the system as a
whole could be improved.  At this level, our core proposals may be summarised as
taking a layer out of the governance system; reorganising technical expertise into a
single unified national EPA; and providing the latter with a collaborative governance
structure.
We envisage the EPA as a technical body. The various Commissions including the
Water Commission would provide the governance role for the EPA, on a collaborative
basis as described earlier, with ultimate oversight by the Minister.  The focus of the
Commissions would be on policy and strategic matters; accountability for expenditure
and operating efficiency would be directly to the Minister.
As already noted, the EPA would need regional offices.  To manage water resources
effectively, these should be organised on the basis of major catchments or groups
of catchments.  Unlike the existing regional councils, however, EPA regional offices
would not seek to duplicate technical specialists in each region.  Under the unified
EPA structure, specialists in one regional office could be deployed across several
regions with similar problems.
The above definition of functions will need modification as Treaty settlements
progressively impact on governance structures. Co-management of water resources
with Maori has been supported by successive governments, but its form will depend
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on the negotiation of Treaty settlements with the iwi of different regions, and there
is likely to be some variation reflecting the approaches preferred by iwi.  We would
emphasise the desirability of developing whole-of-catchment approaches in all cases.
This means achieving settlements which entail different iwi working together in a
whole-of-catchment co-management entity such as the Guardians of the Waikato
River.
Where (as in the Waikato-Tainui Settlement) there is provision for vesting policy
leadership functions and a trust fund with a co-management entity for a particular
catchment, such an entity would sit readily alongside the regional office of the
EPA in each case.  Subject to negotiation, we envisage that the latter would have
responsibility for independently operating public consultation processes on the policy
proposals developed by the co-management entity, as well as providing technical
support for the co-management entity’s decision-makers.  This conception is
reflected in Figure 1.

Ensuring the voice of local communities is heard
Under the present adversarial system reliance is placed on cumbersome and
protracted processes of individual submissions, hearings before elected councillors
and appeals to the Environment Court. Such a system has shown its value in relation
to permitting individual development projects, but it has proved to be ill-adapted to
developing a community view on policy-making and plan development. It has been
unacceptably slow and costly, has not really engaged communities, and has not been
particularly user-friendly for participants, other than those large entities which can
afford to pursue costly appeals to the Environment Court.  The existing system has
been particularly problematic wherever (as in the proposed National Policy Statement
on freshwater) there is scope for arguing and litigating at each of a cascading series
of opportunities: first over the NPS itself; second over the ensuing regional policy
statements; thirdly over the regional plans; and finally over the district plans.
The alternative we are presenting here does not propose to remove individual rights
of submission and appeal.  Rather, it seeks to minimise the use of these adversarial
processes by emphasising instead three other processes which we consider are
more important for good policymaking.  These are (a) the development of consensus
amongst key stakeholders and iwi; (b) the effective organisation and input of technical
understanding into decision processes; and (c) the use of self-managing community
groups as the key strategy for winning uptake of improved water management
practices. We elaborate here on each of these.
We envisage consensus being built through collaborative governance processes
at a number of levels.  A key is the development of a high level agreement at the
national level.  Further processes are likely to be needed subsequently, to develop
more detailed responses to issues at the regional or district and community level.
Co-management entities are likely to play an important role at the catchment level in
the future. We believe emphasis on this collaborative approach has the potential to
reduce the number of individual submissions and appeals that has to be processed,
with associated cost, delay and uncertainty of outcome.
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The issue of getting technical knowledge and understanding effectively utilised comes
down to achieving a critical mass of relevant expertise for the analysis of complex
issues and development of solutions. The present system tends to reinvent the wheel
at the 17 regional and unitary councils, with the downside of expertise being spread
too thinly.  A nationally-organised EPA would be able to achieve critical mass, and to
deploy teams of relevant expertise across several regions with similar problems.  This
will enable the expression of community wishes to be more effectively supported and
guided by technical know-how at every level.
Audited self-management by community groups has proven its value in a number
of localities.  Expansion of this community empowerment approach has potential
as a powerful tool for improved outcomes.  A key to the success of the reforms we
propose will be the building of effective relationships between EPA regional offices
and a network of community groups in each region, which have the capacity to make
things happen. The EPA can add value to a community-driven approach in several
ways:
• By helping to stimulate the formation of such groups where they do not already
exist;
• By providing technical and other requested support to the groups;
• By providing the groups with a legitimate statement of desired outcomes, based
on the output from collaborative governance processes.
To sum up, under our proposed approach, the role of local communities is central,
but we seek to empower it in a different and more constructive way than is present
practice.  First, we seek to engage local communities through the involvement of
their representative organisations – such as Federated Farmers, Fish and Game and
iwi organisations – in consensus-building processes through a simplified resource
management system.  Second, we would place an emphasis on the role of local
councils as well-considered and persuasive advocates for their communities in
relation to the EPA, the Water Commission and the emerging co-management
entities.  Third, with the removal of the regional tier from the governance structure,
we would strengthen the role of local councils by empowering them to play a
decision-making role in key processes regarding water: the issuing of permits,
and the decisions regarding enforcement policy.  Finally, we would empower selfmanaging community groups and give them a key role in driving forward the desired
improvement in water management.
The success of the new system would be measured in part by its effecting a transition
from a submission- and litigation-based style of operating, to a new style based on
collaborative goal-setting processes and by management action by empowered
community groups; both supported in the background by the technical capacity of an
EPA, and the strategic role of a Water Commission.  
The collaborative theme would characterise the entire system, from the Water
Commission to the local level.  To succeed, this will require not only the appropriate
structures and mandates, but also the selection of collaborative leaders and
managers throughout the system.
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Associated funding changes
At present, the resource management activities of regional councils are funded
primarily from rates, with an element of user-charging and income from investments
(mainly in port companies, or in proceeds from the sale of port company shares).  
Under these proposals, the publicly-funded share of these activities would transfer
from the regional ratepayer to the taxpayer.  
We propose that the non-resource management activities of regional councils
(including parks and public transport) together with an agreed portion of any regional
council assets (notably the shares in port companies) would transfer to local councils.
The overall effect would be a reduction in rates and an increase in expenditure
needing to be funded from taxes.  There should be no increase in total public
expenditure, and if as expected there are savings from less fragmented and more
efficient use of technical staff groups, fewer layers of processes and less litigation,
total national expenditure on the resource management system could be modestly
reduced while still improving its environmental effectiveness.
The reduction in rates would be more noticeable in provincial areas where regional
councils have few non-resource management activities.  In metropolitan areas,
regional council expenditure is dominated by non-resource management activities
and needs characteristic of large cities. These activities would be implemented by
local councils and therefore funded from a variety of sources, including rates.
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6. Provision of Water Services
By water services we refer to the provision of drinking water, wastewater and
stormwater treatment and management services. Collectively the provision of these
services is a major industry with billions of dollars of assets under management, and
considerable scope for improved efficiency and effectiveness.  
Councils in their 2006-2016 LTCCPs have identified some $22 billion dollars of
water infrastructure investment that is required over the next ten years (and the latest
iteration of LTCCPs has seen this increased)5. The scale of this investment and the
potential cost to ratepayers and water users reminds us of the importance of bringing
the best possible specialist management skills to the decision-making processes.  
This needs to be done in a way that ensures effective political oversight of charging
policies, and also enables needed facilities in small settlements including rural, tourist
and holiday settlements, to be funded in part from their adjoining metropolitan areas.
These needs are not easily addressed at present because New Zealand’s water
services industry is unusually fragmented, with 73 water entities and 16 water
regulators operating under the purview of local and regional government. In other
parts of the world, jurisdictions both smaller and larger operate successfully under one
central water services agency. A useful model to consider is that in Scotland. While in
land area a third the size of New Zealand, Scotland has a similar population and a not
dissimilar rural/urban divide.
Scottish Water, as one entity, services the whole country with an area of 79,000
square kilometres, over 11,000 kilometres of coastline and around 5 million customers
in 2.3 million households.  While it services all domestic households, businesses
including farmers have the option of taking water services from Scottish Water or from
private suppliers. Scottish Water’s activities are overseen by three regulators:
• The Water Industry Commission for Scotland (WICS) promotes the interests of
water and sewerage customers by making sure they receive a high quality service
and value for money, by setting prices, monitoring Scottish Water’s performance
and facilitating competition for water services for business customers. While WICS
has statutory independence, Ministers provide it with a Statement of Policy for
Charging which includes policies for affordable water for low income households.
WICS currently provides an oversight of socio-economic aspects of water supply
and treatment similar to that provided by 73 local authorities and 16 regional
councils and unitary authorities in Zealand, but it operates with far smaller staff
numbers.
• The Drinking Water Quality Regulator (DWQR) provides an independent check
that Scottish Water and private water service providers are complying with
drinking water regulations, with extensive powers to acquire information, conduct
investigations and take enforcement action.  In New Zealand, this function has
been performed in the Ministry of Health, albeit with some evidence of lack of
effectiveness.
5

From analysis conducted by Water New Zealand of the 2006-16 LTCCPs. Note the figure covers capex and opex
across the three waters – freshwater, wastewater and stormwater
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• The Scottish Environmental Protection Agency (SEPA) is responsible for overall
environmental quality throughout Scotland.  It has 1300 employees and 22
regional offices.  Amongst other responsibilities, SEPA has powers to plan and
control all activities which impact on the water environment, including discharges,
abstractions, impoundments and land use activities which impact on water.  This
is essentially the same role that is performed in New Zealand at present by 12
regional councils and 4 unitary authorities, although New Zealand’s reliance on
groundwater does create a more complex resource management task..
The Scottish model includes an independent consumer body. The WICS also
publishes annual performance reports against agreed outcomes and standards for
quantity, quality and service.
For New Zealand, we propose a rationalisation of current operational arrangements
and the introduction of a limited number of entities to provide water supply,
wastewater and stormwater treatment and management services across the whole
country, replacing the current multiple council entities.  These new entities would build
and operate water infrastructure.
We propose these entities be single-purpose organisations, in public ownership, and
with public boards, and subject to public control in specific, focused ways:
• Strategic guidelines, pricing parameters, and service provision levels would be set
by the Water Commission proposed in the previous section (with direction from
Ministers as appropriate, for example on equitable charging policies);
• Environmental impacts would be regulated through regional offices of the EPA, in
accordance with policies also approved by the Water Commission;
• Drinking water quality would also be regulated and managed through the EPA, in
accordance with policies of the Water Commission.
The boards of the water service entities would be responsible for the successful
operation of each entity in accordance with the above framework.
The entities would be responsible for a wide range of water services in their region,
including, but not limited to:
•
•
•
•
•

urban and rural delivery, disposal and treatment;
stormwater and flood management;
provision of new infrastructure;
administration of allocation regimes;
liaison with private water service providers.  

While further geographic definitional work is required it is likely the area of each entity
would be similar to that of current regional council boundaries, combined in some
cases.  A key factor here is that it is important such regional entities cover a broad
socio-economic spectrum. The current fragmented model results in some areas with
a lower socio-economic demographic and/or small settlements struggling to fund an
appropriate level of water services.  Cost-benefit study should assist in defining the
optimum size of the entities as well as confirming that a less fragmented structure
would produce net benefits after allowing for the costs of transition.
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Associated funding changes
At present, the funding of water services provision is highly variable, but there is a
trend toward volumetric charging.  This is used, for example, in Auckland, Tauranga
and Nelson, and is specifically provided for in the Government’s decisions regarding
the new Auckland Council.   
A variety of other funding practices have also been adopted by councils. These range
from paying for water services from rates or from uniform annual charges, through
to using revenues raised from water charges to subsidise other council activities,
reduce rates, or service debt on other council activities.  In many councils, the overall
effect of such practices has been to starve infrastructure of needed investment, and
to encourage wastage of water, either through leakage, or through over-use due to
incorrect pricing signals.
We support the volumetric charging approach – of paying for what you use – as
an important fundamental basis for obtaining transparency, efficiency and securing
adequate investment in water infrastructure.  We note that within this model,
variations are possible, including (a) the provision of a reasonable quantum of lowcost water supply and wastewater treatment regardless of income, and (b) the
cross-subsidisation of water services for low income communities or small rural
communities that might not otherwise be able to afford appropriate water services.
The effect of our proposals would be to obtain transparent pricing of water. In areas
where water is already well-managed, users would note little change.  In other areas,
users would expect to pay more or less for water, depending on the current level of
avoidable wastage and system losses, the removal of subsidies to or from non-water
activities, and the opportunities for savings and support through more effective scale
of operations.
The critical point is that if these proposals were to be adopted, we would for the
first time have a system which would provide transparency on performance and
demonstrate to all stakeholders that a value for money service was being provided.
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Appendix A
Relevant Government Policies
• The incoming Government is committed to stronger national leadership in the
management of water resources;
• The Government has introduced a Bill establishing an Environmental Protection
Authority; the form and functions of the Authority are to be determined over the
next twelve months;
• The Government has also signalled its intention to establish national environmental
objectives, broadly agreed with stakeholders, for achievement by specific dates;
and to introduce a new Environmental Reporting Act providing for independent
reporting on achievement against those objectives;
• The Government believes that economic growth and improving the environment
can and must go hand in hand;
• Pursuant to that, the Government has described the purpose of its reforms of the
RMA as follows:
“The Government’s reforms of the RMA are about getting good
environmental outcomes without high costs, long delays and lack of
certainty under the current Act. The reform will assist the Government in:
– Raising New Zealand’s rate of productivity and economic growth;
– Increasing the flexibility of the economy in order to facilitate
adjustment and promote confidence and investment in response to
the international economic crisis;
– Providing for sound environmental policies and practices.”
• The Government is committed to the principle of co-management of water
resources with Maori, with the precedent-setting Waikato-Tainui Deed of
Settlement requiring consensus decision-making between the Crown and iwi in
relation to all relevant legislation, regulations, policies and permits, pursuant to the
over-arching purpose of the settlement, which is to restore and protect the health
and wellbeing of the Waikato River for future generations.
• Although not stated explicitly in its pre-election policy, the Government is known
also to place a high priority on introducing an effective framework for transferability
of water take and discharge permits, as a key micro-economic reform
underpinning improved productivity in the economy.
• Advantages of transferability include enabling water to be allocated to its most
highly valued use; enabling the correct incentives to be provided for water storage;
increasing the flexibility and reducing the transaction costs of water management;
and removing constraints to rural growth in regions where water is fully allocated.
• Transferability is widely recognised as raising a number of community concerns
which would have to be addressed as part of the associated policy framework,
including iwi concerns over ownership or governance; the sharing of the benefits
of water use between the owners and the users; and the need for an effective
environmental framework to safeguard the public trust including maintenance of
appropriate environmental flows and water quality standards.
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Appendix B
Appropriate Institutions
Governance of a resource comprises both institutions and organisations.
Institutions (sometimes called social institutions) are sets of rules, processes or norms
that guide human behaviour. Institutions are important because they shape incentives
and individual entitlements around a conception of the common good.
Organisations are formal structures established to deliver agreed outputs in a manner
consistent with established institutions. They may or may not be successful in doing
this, and they may need to be reformed as the underlying institutions change.
In the reform process, we believe it is best to proceed by first identifying and
agreeing upon the high-level institutions that are relevant and appropriate to water
management.  Once this has been done, we can then design organisational
structures which better reflect, and can better give effect to, those institutions.
The current reform is taking place in a dynamic environment in which institutions are
changing (for example, the rise of co-management).  In this section we aim briefly
to characterise key high-level institutions which we consider, in the contemporary
setting, are appropriate and important for freshwater management.
1 Water is a resource which has the characteristics of both a public good and a
private use right. The legitimacy and acceptability of the mandate for the latter is
grounded in the prior assurance that the former is being properly provided for.
2 The right to allocate water and to assure its quality is to be held and exercised
through sound governance arrangements which reflect the public trust
responsibility. Water is to be governed and managed in a way that meets the
requirements for successfully exercising both its public good and private use
characteristics.
3 The public good aspects of water which are to be held in trust are:
• Adequate quality and quantity for natural waters to sustain recreational,
		 environmental and cultural purposes at the local level;
• The ability of all persons to obtain at modest cost a quantity and quality of
water sufficient and suitable for reasonable personal daily needs;
• Subject to the above, the ability to allocate water for new or growing users who
place a higher value on it than existing users;
• Knowledge of the water resource in all its dimensions, and the capacity to
		 enhance this;
• The ability to obtain adequate assessment of the environmental, economic and
social effects of significant proposals to use or affect water resources, including
		 any cumulative effects;
• The ability of the public trustees of water to recover the audited and approved
		 costs of water management from private users in proportion to its use;

24

•
		
•
		
•
		
•

To ensure the generation of a share of public good benefits from grants of
water to private users;
The ability progressively to restore water resources which have become
degraded by past actions;
The ability to obtain monitoring and enforcement of private rights and
responsibilities with regard to water;
The responsibility to plan ahead of time for future water needs both public and
private, including through storage;
• The residual power to change the allocation and governance framework from
		 time to time as society’s needs and values change; and
• The commitment to public engagement and consultation, through open access
		 to technical information and to procedures to ensure that all relevant viewpoints
are taken into consideration by decision-makers.
4 The private use rights in water which are to be supported through sound
governance arrangements are:
• The security of tenure needed to underpin long-term investments;
• Reliability of supply in accordance with defined parameters;
• Ability to transfer use rights within defined parameters;
• Ability for timely, low-cost consideration of consents for use and discharge of
		 water;
• Access to due process in relation to any conflict over rights or consents, or
		 regarding any change in rights or consents;
• Ability to obtain accountability for costs associated with water management
		 which are charged to private users.
5 The private users of water have duties to avoid, remedy and mitigate any adverse
effects of their use of water on its public good characteristics, and the costs of
managing the adverse external effects of water use are to be borne by those who
cause them.
6 Notwithstanding (5), the costs of remedying past effects and of restoring water’s
public good characteristics is to be shared between present users and the public.
7 In the absence of any statutory definition of the ownership of water, a form of
trusteeship should generally be exercised which reflects the Crown’s undertaking
of partnership with the original owners of water, the tangata whenua of each river
catchment.
8 Policy and planning for water quality, quantity and allocation are best managed on
an integrated, whole-of-catchment basis, in a manner which allows full account to
be taken of New Zealand’s regional diversity.   
9 In a free society it is necessary that individual rights and interests can be contested
and proposed rules challenged through statutory and judicial processes.
However, because these processes are costly and cumbersome, and are
usually not the best way to define good science or policy solutions, collaborative
behaviour should systematically be encouraged and given a central place as the
preferred way forward in water policy.
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10 The operational supply of drinking water, and the operational management of
wastewater and stormwater, are best managed in an integrated way (the ‘three
waters’). Because these operations usually involve monopoly provision and
address fundamental human and environmental needs, the ‘three waters’ assets
should stay under public ownership.
11 While the user-pays principle should extend to water as it does to food, energy
and other basic commodities, two exceptions should be recognised:
• The system of payment for water services should reflect every person’s right
of access to a reasonable quantum of low-cost water supply and wastewater
treatment regardless of their income, while also providing an incentive to curb
		 wastage;
• Small communities, or low-income areas, which at present often find it a
burden to pay for water services and end up offering poor drinking water
quality and/or unhealthy discharges to waterways, should be assisted in paying
		 for their facilities by residents of the larger region in which they are located.

For further information please contact:
		 Peter Whitehouse - peter.whitehouse@waternz.org.nz – (04) 472 8925
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