CONSULTATION DOCUMENT
LOCAL GOVERNMENT REVIEW
Part One - General Introduction
Introduction
1. The Remuneration Authority (the Authority) is required to issue a new determination,
taking effect from 1st July 2017, covering local government elected members. In considering
how we should approach this in future, we have concluded that there is an opportunity for
both short term improvements to the system, including some clarification of current
policies, as well as some deeper changes which we propose introducing in 2019.
2. Hence this paper has two substantive sections – Part Two covering proposals for this year
and Part Three covering the longer term. We are seeking views of councils on both. The
timetable for responses on the shorter-term proposals is unfortunately short. This is
because as we got deeper into our review we saw the need for more fundamental change
which, had we waited till we had all detail finalised, would have delayed our release of this
paper. However, we feel that the issues in Part Two are sufficiently familiar for councils that
they will be able to provide reasonably rapid responses. In contrast, Part Three contains
more fundamental change proposals and we believe that the local government sector
needs time to contemplate these. We have provided a window of several months and
during that time we would anticipate attending either zone or sector meetings to discuss
the proposals with you.
3. Recently the issue of the potential provision of child care subsidies or services has been
raised. We have not addressed it in this paper but will be consulting the sector shortly
about this issue.
4. The Authority would like to thank a number of people who have assisted us with the review
so far. We commissioned ErnstYoung to provide facilitation, research and analysis. The
following people also provided assistance and we very much appreciated their insights and
information:
• Local Government Leadership Group:
o David Ayers, Mayor, Waimakariri District
o Jan Barnes, Mayor, Matamata-Piako District
o Brendan Duffy, Independent Consultant and former Vice-President LGNZ
o Justin Lester, Mayor, Wellington City
o Jane Nees, Deputy Chair, Bay of Plenty Regional Council
o Rachel Reese, Mayor, Nelson City
• Local Government New Zealand:
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•

•

•

•

o Lawrence Yule, President
o Mike Reid, Principal Policy Advisor
Local Government Commission:
o Suzanne Doig, Chief Executive Officer
o Donald Riezebos, Principal Advisor
Local Government Officials:
o Dennis Bush-King, Tasman District Council
o Miranda Cross, Greater Wellington Regional Council
o John O’Shaughnessy, Hastings District Council
Central Government Officials
o Deborah Brunning, Statistics New Zealand
o Sarah Lineham, Office of the Auditor-General
o James Stratford, Department of Internal Affairs
Alistair Gray, Statistics Research Associates Limited

Legal requirements for the Authority when setting remuneration
5. The work of the Authority is governed by the Remuneration Authority Act 1977, which has
had several amendments since it was first enacted. This act and the Local Government Act
2002 contain the statutory requirements which the Authority must follow when making
determinations for local government elected members. They are summarised below:
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Role of local government
6. In undertaking this review the Authority has looked at past thinking on local government
remuneration. One particular document1, issued by Local Government NZ in 1997,
contained a thoughtful summary of the role of local government.
7. The document said:

“The strength of representative democracy ultimately depends on two factors. One is the
level of citizen participation and trust in democratic institutions. The other is the ability and
commitment of elected representatives and their role in encouraging participation and
promoting levels of trust.
Local government constitutes one of the underpinning structures of democratic society,
providing ‘voice and choice’ to citizens and communities, and the mechanism for making
decisions about local needs and preferences. It also provides a forum to debate issues of
mutual interest and concern.
Good local government depends upon the goodwill and understanding of it citizens, and the
quality of its staff. Most of all, however, it depends on the ability of those elected to govern.
Attracting people with the capacity to lead and govern at local level involves a number of
factors. These include:
•
•

•
•

The opportunity to contribute effectively, be professionally valued and receive a
sense of satisfaction at achieving a job well done
The existence of structures and processes to support and professionally advise
elected members and enable them to contribute constructively on matters of
community importance
The presence of consultative and participative arrangements that strengthen
relationships between and with their communities
The existence of a remuneration system that enables people from all sectors of the
community to commit time and effort necessary to fulfil their responsibilities as
elected members without being unduly disadvantaged.”

8. In our view, this characterisation of local government has not changed since it was written
twenty years ago.

1

Options for Setting Elected Members’ Remuneration – A Discussion Document for Local Government and Stakeholders,
prepared by the Local Government New Zealand Elected Members’ Remuneration Working Party (1997)
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Part Three – Longer Term Proposals
Introduction
9. The Authority is seeking the views of local government (i.e. territorial authorities, unitary
councils and regional councils) on the proposals set out below in this section of the paper.
These changes will affect elected mayors, chairs and councillors, as well as community bard
members, from every council except Auckland. Later this year we will be issuing an
additional consultation paper on the Auckland Council, following the completion of its
governance review. However, we are proposing that the general principles outlined in this
paper around council sizing should apply to Auckland.
10. Please note that we are seeking the views of councils, not of individual elected members or
staff.
11. We would appreciate feedback to info@remauthority.govt.nz by Friday October 20th 2017.
Please email to info@remauthority.govt.nz

Recent history of local government remuneration setting by the Authority
12. In late 2011 the Authority issued a discussion document - Review of Local Authority
Remuneration Setting. This was followed in November 2012 by a further document Remuneration Setting Proposals for Local Authorities - which outlined the system that the
Authority was proposing to institute from the 2013 election. A copy of that document is
attached as Appendix 1. It transpired that for a variety of reasons in the years 2014 to 2016
the Authority did not completely implement the proposed process. However, significant
elements are in place. Importantly, the work which the Authority commissioned from the
Hay Group in 2015 remains current in our view and has provided useful data to assist with
our current considerations.
13. To assist with context, the main elements of the 2013 proposal are summarised below.
They were:
a) Moving away from the traditional salary/meeting fee mix for local government
remuneration.
b) Creating a size index for councils derived from population and council expenditure.
c) Basing the remuneration for councillors/mayors/chairs on:
•

the relative place of the council in the size index;

•

the job size of the positions as assessed for sample councils;

•

the proportion of full time work as demonstrated by survey results;

•

the Authority’s pay scale.

d) Providing a pool for each council equivalent to one councillor’s remuneration to be
allocated for additional positions of responsibility.
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e) Reviewing local government remuneration approximately two years after each
election and setting the base remuneration for councillor and mayor/chair roles at
the beginning of each election year, together with provision for changes in positions
of responsibility within each council.
f)

Recalculating annually each council’s place on the size index and, in the following
July determination, automatically applying any increase warranted, with the proviso
that any reductions in the base remuneration would not be implemented during the
term of that council.

g) Providing a loading of 12.5% for unitary council remuneration to recognise their
additional regional responsibilities.
h) Retaining arrangements for resource consent hearings whereby elected members
can be paid an hourly fee in addition to their base remuneration.
i)

Requiring councils to confirm their expenses policies only in election year rather
than annually.

j)

Retaining valuation methodology for mayor/chair vehicles with adjustments made
each year on July 1 to coincide with the determination.

k) Various changes to community board remuneration setting.
14. The new system was in place for the 2013 Determination in which the Authority made the
following comment: “Aware of its responsibility of fairness to both elected members and
ratepayers, the Authority moderated both increases and decreases to smooth the transition
to the new system”.
15. In the 2014 Determination, the same comment was made with the additional comment that
“this approach was continued, with moderation to reflect wage growth, this year”.
16. In 2015 the same comment was again made. However, in issuing that Determination the
Authority said the following: “The relationships between council size and remuneration, as
well as any necessity for moderation of large increases or decreases, will be reassessed
during the 2015/16 year ready for implementation at the time of the 2016 local body
elections”.
17. During 2015 the Authority reviewed the framework again, including job-sizing the positions
of a representative group of councils and assessing workloads. In issuing its 2016
Determination the Authority made the following comment: “The Authority found clear
evidence regarding the size of positions but has less confidence in the evidence relating to
workload. Given that uncertainty, the Authority has not proceeded to fully or partially
implement increases that would in many cases have been well in excess of 10%. It has
instead applied increases to the base remuneration payable to councillors ranging from
1.5% to 3% depending on the size of the council. This reflects at the higher level the
movements in the public sector remuneration more generally.” The following comment was
also made: “The Authority is also concerned that the expectations placed on local
representatives continue to increase and remuneration does not in all circumstances reflect
the skill and effort required from members. It will therefore begin further work this year to
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establish an ongoing basis for remuneration that treats both the ratepayer and the elected
member fairly”.

Rationale behind current proposal
18. While the legal requirements are set out above in paragraph 2 of Part One (above), the
Authority members have also decided that these legal requirements (including attraction
and retention of competent people) should be aimed at attracting a wide variety of
competent people and balanced by the need to have a local government remuneration
system that is accepted in the wider community. To enable this, we require a robust
process that is as transparent as possible, intuitively plausible and sustainable for the
foreseeable future.
19. We recognise that whether or not the level of financial reward matches the personal
contribution of any elected member is not necessarily a significant determinant of the
willingness of many people to stand for election. However, remuneration may be an issue
for some, depending on personal circumstances, and it may also become an issue for an
incumbent deciding whether or not to continue.
20. In considering this proposal, the Authority has decided to maintain a number of existing
approaches. The principal ones are:
a) Maintaining a “total remuneration” approach rather than meeting fees.
b) Using a size index to determine relativity between various councils.
c) Adopting a “pay scale” for local government that is fair and seen to be fair.
d) Reviewing the components of the council size index every three years and applying
appropriate factors to territorial authorities and regional authorities.
e) Recognising that unitary councils have dual responsibilities and sizing them
accordingly.

Council Sizing
21. Overview
We define council size as the accumulated demands on any council resulting from its
accountability for its unique mix of functions, obligations, assets and citizenry. The size of
councils varies considerably. The most obvious difference is in the size of population with
the biggest council (Auckland) having 1,614,300 citizens and the smallest (the Chatham
Islands) just 610 at the last census. Even outside of these two, there still a wide population
range from Christchurch (375,000) to Kaikoura (3,740).
22. However, despite their differences, there are also many similarities between different
councils and the roles of elected representatives.
23. All local government representatives have a basic workload that includes decision-making
around local plans, policies and regulations; civic representation; assisting constituents; and
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working with other organisations (public and private sector). Importantly, councils are also
tasked with employing a chief executive and monitoring performance and delivery.
24. With regard to differences, as noted above, the starkest is in population, but even then
there is not an exact connection between population and work load. We have taken
account of several characteristics in addition to population to compare the size of each
council. We are limited by the ready availability of information. However, with the
information that is available, we have been able to use statistical methods to identify
several factors that are significant influences on the workload of Councils.
25. We can identify councils that are most likely to be comparable in size, despite differences in
what brings this about. Such comparisons can never be exact, because amongst all the
councils there are influences on their size that are either unique or unable to be quantified
using existing evidence. The analytical approach taken this year by the Authority will be
further developed whenever the information base is able to reflect such situations.
26. We considered a variety of factors that could be used for sizing councils and, after
consultation and further analysis, we are proposing several factors, with some differences
between territorial authorities and regional/unitary councils. The indicators for each factor
came from official statistics and departmental reports, and they were analysed by standard
statistical methods which enabled the variety of demands on councils from different
sources to be compared and accumulated. The initial list of factors and the modelling was
identified with a representative group of elected local authority leaders, and then
developed further by the Authority.
27. The strong direct effects on size from population, assets and operational expenditure were
modified by differences in guest night stays, social deprivation levels and physical size.

Factors proposed to be used in sizing
28. Territorial authorities:
a) Population. This factor not only determines the scale of services that a council will
provide, but also the rating base by which activities are funded. Population is most likely
to be the indicator that most New Zealanders would use when asked to distinguish
between various councils. The statistics we are using are the most recent population
estimates by Statistics New Zealand.
b) Operational expenditure. In many cases, operational expenditure correlates with
population, but there are also some differences - in particular when a council may be in
the midst of a specific expansion programme in a particular area of activity. Our data is
taken from the annual accounts of councils.
c) Asset size. This represents the capital base of the council that the council is required to
manage, providing essential service such as water, wastewater, roads and flood
protection, and also social infrastructure. One of the challenges in asset management is
to ensure that assets do not lose value. In recent years there has been greater focus on
asset management in the sector, requiring (if it is undertaken rigorously) a higher degree
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of attention to detail on the part of elected members, not just the asset managers in the
organisation. The data on asset size is also extracted from the consolidated annual
accounts of councils and includes the value of their council controlled organisations
(CCOs).
We acknowledge that there are different degrees of assets held by local government.
Some have highly commercial assets with commercial boards comprising directors
selected for their relevant competencies and business experience. Others have land
holdings that are long-term and more “passive” investments. Others again are assets
such as ports which although highly commercial and competitive are often also strategic
assets for their local government owners.
There are also different degrees of oversight. Some councils are extremely “hands on”
with their assets and others are more arms-length in their relationships, particularly with
CCOs. We recognise that whatever measure of asset size is used, its relevance will differ
somewhat among councils to a greater extent than is likely with other factors.
d)

Social deprivation. This measures the differences between councils in their need to
take account of economic disadvantage among citizens. We recognise that in many
council districts the high level of social deprivation in some areas is counterbalanced by
a higher economic status in others. However, we believe there are some councils that
do not have this balance and that, given the reliance of many councils on rates income,
for those councils a high level of social deprivation will have a significant impact. Data is
drawn from the third quartile of the NZDEP index prepared from the last population
census.

e) Number of guest nights. This represents the demands on councils (e.g. infrastructure
development and service provision) resulting from visitors. We recognise that this is a
current issue which may in future years be resolved and that it is but one sector in New
Zealand’s economy which is of concern to local government. However, it has been raised
with us on many occasions and we believe it is relevant to allow for such demands being
faced by council at present. It may be that it is replaced by another factor in future
years. For this factor we use the Monthly Accommodation Survey of Statistics New
Zealand. We were unable to find any data on visitors who may pass through a district
and use facilities but not stay overnight, or on the current vexed issue of freedom
campers.
29. Regional councils:
Although all councils (territorial, regional and unitary) have a power of general competence,
the legal responsibilities of regional councils and unitary councils differ from those of
territorial authorities. The breadth of their mandate in national legal instruments (such as
the Resource Management Act) requires regional and unitary councils to operate at a
different scale from that of territorial authorities, especially in their focus on regulating and
managing land and water. For example, regional and unitary councils must develop and
administer Regional Plans and Unitary Plans, and territorial authorities must give effect to
these plans, which drives behaviour around issues such as water quality (i.e. storm water
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and waste water). In contrast, regional councils do not have the significant focus on social
issues that is required from either unitary or territorial councils. Hence land size is inherently
important to the work of a regional or unitary council. In measuring size, we are proposing
to eliminate the deprivation index factor for regional councils and add a land area factor.
30. Unitary councils:
For some years, the Authority has added a loading of 12.5% to account for the additional
regional council responsibilities of the four smaller unitary councils – Gisborne,
Marlborough, Nelson and Tasman. This did not include Auckland, even though it is also a
unitary council, because the remuneration for Auckland was considered separately when it
was set up.
We are uncertain as to the basis for the 12.5%, and are thus proposing that this loading now
be removed and that instead the size of these four unitary councils be measured by both the
regional and the territorial authority factors. Thus the factors by which we measure the size
of unitary councils would include both land area and social deprivation.
The Authority believes that with the additional regional council factor of land area included,
this is a fairer way of sizing unitary councils.

With regard to the proposed factors to be used for sizing councils
• Are there significant influences on council size that are not recognised by
the factors identified?
• Are there any factors that we have identified that you believe should not
be used and why?
• When measuring council assets, do you support the inclusion of all
council assets, including those commercial companies that are operated
by boards?
• If not, how should the Authority distinguish between different classes of
assets?

Weighting
31. The weight given to each factor was assessed intuitively by the Local Government
Leadership Group, drawing on their knowledge and experience. These weights were then
further refined by formal statistical analysis. The Authority has not yet completed this part
of the exercise and, before we do, we would like to hear views on the proposed factors.
Nevertheless, in our work to date, the following “order of magnitude” listing indicates what
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we consider to be the relative importance of the various factors in determining size. They
are listed here in terms of our current view of the highest to lowest influence on size.
32. Territorial authorities:
• Population; operational expenditure
• Assets
• Deprivation index; visitor nights
33. Regional councils:
• Operational expenditure; geographic size
• Assets; population
• Visitor nights
34. Unitary authorities:
• Population; operational expenditure; geographic size
• Assets
• Deprivation index; visitor nights

35. When the weighting exercise is completed, the size of each council estimated in this way
will become the size index.

• Are you aware of evidence that would support or challenge the relativity
of the factors for each type of council?
• If you believe other factors should be taken into account, where would
they sit relative to others?

Mayor/chair remuneration
36. The work that the Authority commissioned from the HayGroup in 2015 included a review
and evaluation of the roles of mayor, regional council chair, committee chair and councillor
across 20 councils.
37. The evidence reported by Hay was that mayor and regional council chair roles generally
require a full-time commitment, though this is not true in absolutely al cases. Even in
smaller authorities where the mayor’s role may not be full time, the nature of the job
means that it is usually difficult to get another job to supplement what might nt be a
fulltime income. From the knowledge of members of the Authority and advice from a range
of participants in local government, including the Advisory Panel, the Authority accepts that
mayors/chairs are full time and we propose that mayor/chair remuneration be determined
on this basis.
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38. We are also proposing that there should be a “base pay” for all mayors/chairs. Additional
remuneration would then be on top of this, depending on the size of the council.

• Should mayor/chair roles should be treated as full time?
• If not, how should they be treated?
• Should there be a “base” remuneration level for all mayors/chairs, with
additional remuneration added according to the size of the council?
• If so, what should determine this “base remuneration”?

Councillor remuneration
39. The relativity between mayor/chair and councillors is somewhat more difficult to determine
and we note that in 2015 the Authority suggested that although there was evidence about
the size of positions, there was less evidence about workload.
40. We are aware that there are clear differences in both the job size and the workload of
councillors on different councils for a several reasons. There can also be significant
differences in workloads of councillors within a single council. The influences on a councillor
workload obviously include measurable factors such as population and the other indicators
we have outlined above in paragraph 5, as well as the number of councillors, which varies
from council to council.
41. However, other influences include current issues within a council area and individual
councillor interest in or affiliation to different interest groups. The latter also applies to
workload differences amongst councillors on a single council, as does the appetite for work
amongst different councillors. The Authority is not able to take account of such differences
in our determinations. Nor are we able to provide for “performance pay”. This means that
on any single council the remuneration of the hardest working councillor will be the same
as that of the lowest contributor.
42. Having looked carefully at the sizing factors, and discussed mayor/chair and councillor
relativity with a variety of people, we have formed a view that we are unable to
accommodate the differences between councillors on different councils with sufficient
granularity to have a single national approach. The large metropolitan councils, for
example, seem to have a higher councillor workload than of smaller rural and provincial
councils, though this is not a universal rule. Additionally, there are differences between
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similar sized councils which are addressed at council level by the allocation of committee
and portfolio responsibilities.
43. We are also conscious of the discrepancies amongst councils in the current relationships
between councillor remuneration and that of the mayor/chair. The range is from 54% down
to 21%, and in some cases the proportion appears to be arbitrary. Discrepancies are also
evident where councils of similar size (population) show variances of up to 10% in the ratio
between councillors and mayors/chairs remuneration. Some of this may be historical - the
legacy of previous approaches - or the result of councils having decreased or increased the
number of councillors over time.
44. The Authority is looking at a new approach that, while providing a fiscal framework, would
put the decisions round the details of councillor remuneration into the hands of the local
council, which we believe is better able to understand and reflect community needs than
we are on a national basis.
45. We are looking at setting a total “governance/representation pool” that each council
would distribute. The pool would be linked to the size of the council and thus be
irrespective of the number of elected members. Because we are now proposing formally
that all mayor/chair roles be considered full time, the Authority would be in a positon to
set the salary for that positon. Thus the mayor/chair remuneration would be separately
allocated by the Authority, but included in the governance/representation pool allocated
to each council. However, remuneration for all other positions – councillors, deputy
mayor/chair, chairs of committees, portfolio holders etc and community board members –
would be allocated from its own pool by each council. The council’s proposed allocations
would be forwarded to the Authority for inclusion in the Determination.
46. The pool proposal was included as one alternative in the 1997 LGNZ consultation paper,
albeit the remuneration framework then was very different from how it has evolved today.
47. The advantages of this approach are that it focusses on the total governance and
representation cost for each council (minus the mayor/chair) and that it allows each
council to decide its own councillor and community board remuneration levels, including
for positons of responsibility, reflecting its priorities for the current triennium. The total
pool would be relative to the size of the council rather than to the number of elected
members. Consequentially, if a council wished to increase its numbers via a representation
review, and thus spread the workload, the allocated pool would need to be spread
amongst more people. The reverse would also apply. It should be noted that if the
workload for the whole council increased because of a change in the metrics of any
factor(s) by which the council is sized, then the council would move to a higher ranking on
the scale which would provide overall higher total remuneration pool.
48. The disadvantage is that no council is necessarily the master of its own destiny in terms of
numbers of councillors. It must convince the Local Government Commission of the need to
increase or decrease numbers. However, we do note that where representation changes
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reflect changes in what we call the “size” of the council (as described above in para 77-91),
any changes should also be reflected in the remuneration pool available to the council so
there would then be a direct connection.
49. The pool approach provides councils with the flexibility to provide differences in positons
of responsibility in a nuanced way. Because each council varies in terms of its
committee/portfolio structure, this is an area where councils need discretion to decide.
Current practice is for the Authority so set the councillor remuneration for each council,
then to provide each council a “pool” equivalent to twice the base remuneration of one of
its councillors to allocate to those undertaking specific positons of responsibility. These
may include deputy mayor, committee chair, portfolio holder or other specifically
designated roles. We have had no significant advice that the size of this extra pool is
inadequate. However, we are aware that the provisions are applied in slightly different
ways by different councils and that there are some councils that find the current provisions
restrictive.
50. For example, there has been some confusion in the past as to whether every single
councillor on a council can receive part of this additional pool by being allocated a positon
of responsibility. Generally, the Authority has not agreed to this when the council has
proposed sharing the addition pool equally because this has simply amounted to a pay-rise
for all councillors to move them above the level applied in the Determination. However, we
have had enquiries about this and also observed current practice.
51. We propose that under the new regime (i.e. a total governance/representation pool for
each council) the following rules should apply:
a) All roles and remuneration levels will need to be agreed by formal resolution of the
council, with a 75% majority.
b) A remuneration rate must be set for the base councillor role
c) The council needs to have a formal written role description for each additional
positon of responsibility above that of the base councillor role.
d) The Authority will expect that any such roles within a council will have different
levels of additional remuneration, depending on the nature and workload involved.
In particular this needs to apply where every single councillor is allocated an
additional position (as distinct from a more usual practice of having a deputy
mayor/chair and a handful of committee chairs).

• Should councillor remuneration be decided by each council within the
parameters of a governance/representation pool allocated to each
council by the Remuneration Authority?
• If so, should each additional position of responsibility, above a base
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councillor role, require a formal role description?
• Should each council be required to gain a 75% majority vote to determine
the allocation of remuneration across all its positions?

52. We also note that elected members are increasingly being appointed to represent their
council on various outside committees and bodies. We propose that if any council wishes
to do so, such appointments can also be captured under the process outlined above.

• Should external representation roles be able to be remunerated in a
similar way to council positions of responsibility?

53. The issue of director’s fees for elected members who are appointed to CCOs is a difficult
one. On the one hand it could be said that a councillor sitting on a CCO is doing work that is
similar to that of another councillor who may have a specified position of responsibility –
or even less if the second councillor is, for example, a committee chair. However, the legal
liabilities of CCO directors have become more onerous in recent years and may be more
than those of elected members.
54. Those appointed as directors of CCOs need to be aware of the specific legislative duties
and regulatory obligations that are imposed on them, in their capacity as directors, by the
various acts, including the Local Government Act 2002, the Companies Act 1993, the
Health and Safety at Work Act 2015, the Charities Act 2005 and the Public Audit Act 2001.
55. It is not for the Authority to determine whether or not elected members should be
directors of a CCO, but we do recognise the additional responsibility that is taken on in
those cases and that it may require developing capabilities to meet obligations that are
different from those required of other elected members. We also observe the increasing
trend towards the appointment of external professional directors to such roles.

• Do the additional demands placed on CCO board members make it fair
for elected members appointed to such boards to receive the same
director fees as are paid to other CCO board members?
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Community Board remuneration
56. We note that 40 councils (more than half the territorial authorities) have community
boards. We also note that there is a huge variety in the nature of the work undertaken by
community boards and in the powers delegated to them. Some undertake substantial and
substantive governance work on behalf of the council, whereas others are more in the
nature of community representatives and advocates.
57. We are also aware that in some places community board members are doing work that
elsewhere might be undertaken by council officers. However, assuming that community
boards are part of the governance/representation structure of a council, then this means
that, all else being equal, the current cost of governance and representation for these
councils could be relatively higher than that of councils which do not have them. Some
councils fund the boards out of a targeted rate applied to the area that the board
represents, whereas others use a general rate – i.e. the same as for funding the
remuneration of councillors.
58. We suggest that if a council wishes to not cover remuneration for its community board
members from the proposed governance/representation pool, then a targeted rate should
apply to the area represented by the particular community board. However, councillors
appointed to represent the council on the community board would be paid from the
governance/representation pool.
59. We also consider that is important that the functions undertaken by any community board
are clearly and transparently defined by the council concerned and consider that all
community board delegations should be by way of a formal council resolution.

• Should community board remuneration always come out of the council
governance/representation pool?
• If not, should it be funded by way of targeted rate on the community
concerned?
• If not, what other transparent and fair mechanisms are there for funding
the remuneration of community board members?
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A local government pay scale
60. Local government has no exact equivalent. The nearest that we have in New Zealand is
central government, yet even that is not an exact match.
61. Section 2 of this paper sets out the legal requirements that the Authority is required to
consider in making determinations. The first of those requires that the Authority “shall
have regard in particular to the need to achieve and maintain fair relativity with
remuneration received elsewhere”. This is particularly difficult in determining the
remuneration for local government elected members because there is no obviously
relevant comparator group. The Authority considered and rejected as inappropriate the
following:
a) Local government senior managers’ salaries.
Information on local government management remuneration is readily available in
market salary surveys and through councils’ annual reports. However employees of
councils are selected for the knowledge, skills and experience they hold relative to
the needs of the employment role. Elected members do not fit that profile at all.
They are democratically chosen by the electors to represent the interests of the
people of a particular area and provide governance over the council’s operations.
There is no logical alignment that would connect the remuneration of the two
groups.
b) Central government sector senior managers’ remuneration.
Information on public sector management remuneration is readily available in
market salary surveys and the State Services Commission’s annual reports but this
option suffers from exactly the same difficulties as option (a) above.
c) Remuneration of directors on boards, including public sector boards, commercial
boards and large not-for-profit boards.
A significant part of the work of elected members consists of representational
activities of one sort or another. Most boards of directors do not have this role.
Those that do are often in the not-for-profit or NGO sector and, even there, the
nature and time requirements of the representational work, including managing
constituency issues, is different. Further, most boards are governing an enterprise
that is essentially focused on a single group of goods or services within one industry,
whereas councils have a significant array of services that are not necessarily similar
in any manner – for example, providing building consents compared to social
services.
62. Other aspects of local government elected roles which differ from the above are:
• The sheer “visibility” of the people involved, resulting in a lack of privacy. In some
cases where the elected person is very high profile or important in a community, or
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•

•

•

when the community is very small, this is extreme and often their close family
members are also impacted by this.
This visibility is associated with the need for publicly elected representatives to
“front” on difficult issues. This is less common amongst other boards members and
managers. When something goes wrong on a council the councillors and
mayor/chair are held to account by the public, whereas on a board it would normally
(though we recognise not always) be the CEO.
The meeting requirements on local government are more onerous than they are in
other sectors. The Local Government Official Information and Meetings Act 1987
and public expectation is that meetings will be held in public and that information
behind decisions and actions will be readily available.
Finally, and perhaps related to all the above, local government entities hold far more
frequent meetings/workshops than do other governance boards and the distinction
between governance and management is less clear than it is in most other models.

63. In the light of this, the Authority looked at a possible alignment with parliamentary
remuneration for comparative purposes. Even though (as we note above) local
government is not an exact match to central government, parliamentarians are also
democratically elected to represent sections of the populace, and those who are members
of the Government of the day also exercise governance over the public service. Within the
parliamentary group there are different levels of remuneration between backbenchers,
ministers and some other identifiable roles.
64. Given the obvious difference between central and local government elected members, any
remuneration alignment could not be a direct one-on-one relationship. However, the
nature of the roles is such that there are also similarities and this is the closest the
Authority can find to “fair relativity with remuneration received elsewhere”. As in other
areas of our work, this decision involved a degree of judgement – there is no exact science
here and we would observe that the utility and value of any elected person is in the eye of
the beholder.
65. We therefore propose that mayor/chair remuneration be related to that of MPs, but
capped so that the highest remuneration for any individual mayor or chair cannot be more
than that of a cabinet minister. All other mayor/chair roles would be provided with a
relative alignment below that upper limit.

• Is it appropriate for local government remuneration to be related to
parliamentary remuneration, but taking account of differences in job
sizes?
• If so, should that the relativity be capped so the incumbent in the biggest
role in local government cannot receive more than a cabinet minister?
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• If not, how should a local government pay scale be determined?

Timetable
66. The current practice of the Authority – major three-yearly reviews with annual updating in
non-review years – has been a sensible approach. We propose to continue it in the
interests of efficiency and also to reflect the fact that the data we are using for sizing is not
necessarily available annually.
67. In the intervening years, we propose that any change in local government remuneration
reflect the change in the salary and wage rates for the public sector as shown in Statistics
NZ’s Labour Market Statistics (LMS) which are produced quarterly. In 2014 the LMS
replaced the Quarterly Employment Survey (QES), which was the mechanism chosen as the
reference index when Parliament passed the Remuneration Authority (Members of
Parliament Remuneration) Amendment Act 2015. Therefore, changes in MP remuneration
are also tied to the change in salary and wage rates as published in the LMS. In addition to
salary and wage rates, the LMS contain information on New Zealand's official employment
and unemployment statistics, number of filled jobs by industry group, total hours worked,
levels of income, total gross earnings and paid hours, and average hourly rates by sector.
68. The cycle adopted by the Authority for setting local government remuneration will be as
follows:
• The first year of the cycle will be the local government election year. In that year the
Authority will undertake a full review of council sizes, utilising the indicators
described above. Prior to applying the result of the review, the Authority will apply
the LMS changes to all local government remuneration, and the council sizing results
will then be applied.
• This determination will be issued on or about July 1 for implementation from the
date the council formally takes office following the local government election later
that year. At that time the Mayor/chair remuneration will be applied but the
remuneration for all other positions to be decided out of the
“governance/representation pool” will be applied on the day following the day on
which the council formally resolves its remuneration policy for that triennium. Until
then, from the day of assuming office, all councillors will be paid the base councillor
remuneration that applied in the preceding triennium. The new determination will
apply till the council ceases to formally hold office at the next local government
election.
• Meeting fees for RMA plan or consent hearings, as well as the parameters for
expense reimbursement, will also be assessed at that time and any changes will
apply to all councils at the same time as the remuneration changes.
• In the subsequent two years, the determination will again be issued on or about July
1 but on these occasions for immediate implementation. For all councils, it will
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contain adjustments reflecting the change in the LMS. There will be no changes in
plan or consent hearing fees or expenses policies at this time.

This consultation process from now on
69. This proposal is being circulated to all councils to obtain feedback on the approach. The
Authority would need to receive any written feedback that councils wish to make by 30
October 2017. We look forward to hearing from you.
70. For this year (2017) the Authority proposes to change remuneration according to the LMS
change and we also propose to introduce the new provisions outlined in Section Two of
this paper. All other changes would be introduced for the year 2019. This timetable allows
time for councils to fully discuss the proposals and give us their responses. It allows us to
then refine and test our final model for the “governance/representation pool” prior to
implementation.
71. We are conscious that 2019 is three years after the local government sector would have
been expecting changes. However, with our proposal to change the model for sizing
councils and to radically change the way councillor remuneration is decided, we believe
that such a time period is justified.
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