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Public discourse on the Three Waters reforms has been dominated by anti-co-
governance rhetoric and concerns around privatisation. This debate has drowned
out the fundamental problem statement justifying the reforms. In this blog, we
re-focus the discussion on the critical need to reform the management of
drinking water resources which is currently: 1) inadequate to protect public
health and promote health equity; and 2) economically unsustainable and
inefficient.

In 2016, Havelock North’s water-related campylobacteriosis outbreak made much of an
entire town sick (~8,000 people), with 58 hospitalisations and four deaths."? The outbreak
was an outcome of systemic flaws in Aotearoa New Zealand’s (A-NZ) regulatory system for
drinking water, which were highlighted in the subsequent Government Inquiry.? This Inquiry
led to the Three Waters Review* and subsequent reforms colloquially called “Three Waters”
that are responsible for reforming the waste, storm and drinking water systems in A-NZ.

The final and most contentious aspect of the total Three Waters reform package is the



Water Services Entities Bill (WSE).” In short, the WSE proposes to amalgamate the water
services controlled by 67 district and city council into four government entities (see Figure
1). The entities will have equal representation from mana whenua and council executive
members on regional representation boards, which will provide the strategic direction of
the entity and appoint the executive board responsible for running the entity.

Unfortunately, the public discourse around Three Waters has been overly focused on issues
of co-governance and dominated by local politicking. The two key issues driving reform
have been drowned out in public discourse; 1) the current approach to water services is far
from adequate to protect public health; and 2) individual councils cannot typically support
the necessary upgrades in their water services without major rates hikes.
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Figure 1. Four new water service entities proposed under the Water Services Entities Bill
with outlines of territorial authorities - go to https://threewaters.govt.nz/affordability/ to
examine estimated average household costs under reform scenarios for each district.

The current system is not adequate to protect public health or
promote health equity

Currently, it is conservatively estimated that 34,000 people get sick from drinking water in
A-NZ each year.® Subsequent water quality reports also show one in four people drink from
a water supply that is not fully compliant with the drinking water standards.” Taumata
Arowai, the new Crown water regulatory, released its first annual drinking water quality
report in July 2022 which showed that in its first two months of operation, there were 82
breaches of the drinking water standards and 27 boil water notices.’

The full extent of the public health burden of drinking water is unknown in part due to the
risk-based approach to monitoring adopted in A-NZ. Current drinking water testing and
reporting requirements for many contaminants are largely based on a national testing
programme conducted between 1996-2004.° Water supplies testing below 50% of the
Maximum Acceptable Value (MAV) for certain contaminants within this programme did not
require ongoing monitoring. For example, only ~18,000 people in 2020 were on supplies
required to test for lead (with this heavy metal being a potential contaminant from old
piping).’ The well documented 2020 Waikouaiti lead contamination event was proactively
detected by Dunedin City Council as part of operational rather than regulatory testing.*
Prior to 2020, records provided to researchers only contained two tests for lead in the
entire Dunedin City Council distribution system."!

The current water service delivery is also contributing to health inequities. From 2009-2016,
96% of all bacterial exceedances in registered supplies came from supplies serving less
than 5,000 people (data from MoH drinking water compliance register). People living in
deprived areas are exposed to greater public health risks than those living in lower
deprived areas.” It is estimated small/rural supplies will require a 13-fold increase in
today’s water charges to meet the future needs of the water services compared to a 7-fold
increase for city supplies.’ Thus, people on smaller supplies and living in high deprivation:
1) receive the worse quality water; 2) have fewer safeguards or protections against
contamination; and 3) have the least capacity to address these systemic inequities.

The current system is economically unsustainable and inefficient

Public health outcomes aside, the current model of water service delivery is economically
infeasible and inefficient. An economic assessment conducted by the Water Industry
Commission for Scotland (WICS) for the A-NZ context, estimated that between NZ$120 to
$185 billion (B) of investment will be needed over the next 30 years to replace and
refurbish existing infrastructure and upgrade three waters assets to meet drinking water
and environmental standards.** Councils would collectively need to increase their annual
spend from $1.4B per year to between $4-6B per year to address this deficit."
Amalgamation into four entities enables the economies of scale required to improve overall
system efficiencies - by as much as 45%."> Amalgamation also provides entities larger
balance sheets which facilitates greater borrowing (at lower interest rates) required to fund
major infrastructure projects.

Another important advantage of amalgamation is to optimise the work force capacity in the



water sector. “Water New Zealand” (the industry body for the three waters sector) has
estimated the waters sector will need an additional 6000-9000 skilled workers over the next
30 years if safe drinking water standards are to be met.*” It seems unrealistic to expect
each of the 67 councils to have sufficient expertise in all areas required to ensure optimal
public health outcomes from water service provision - eg, to have a groundwater
hydrologist; engineers; spatial data specialist; and public health expertise. For example, a
recent information request to all councils found that complete spatial files on the water
supply boundaries, the areas they provide water to, was only available for 63% of
councils. There are increasing challenges to ensuring safe drinking water, notably the
effects of climate change, intensification of agriculture, and awareness about the health
effects from long-term exposure to water contaminants (eg, nitrate).'®"’ These changes will
demand greater competency from our water regulators in the future.

Areas of contention

There are still a number of features of the WSE that draw substantial and sometimes
justified criticism. While outside the scope of this blog to cover these in detail, we will
quickly cover two key issues.

Co-Governance: The WSE proposes co-governance between mana whenua and the
council executive which has been met with some strong resistance and dominated public
discourse. It is important to state that co-governance has no impact on ownership of water
assets. All shares in the water entities will be held by councils, with each council holding
shares proportional to their population.”> However, what co-governance does represent is an
acknowledgement of the Crown’s obligations under Te Tiriti o Waitangi.'® Further, co-
governance reflects an acknowledgement of past failings of council governance over water
assets that sparked the reforms as well as the success of Maori co-governance in
environmental management.*’

Privatisation: Some public discourse has focused on WSE providing an avenue to
privatisation. This is an important consideration for services that govern a need as
fundamental as drinking water. However, any decision to privatise any water assets under
the Bill would require 1) unanimous support from all councils (meaning one vote could veto
any decision); 2) 75% support from an entity’s representative group; and 3) 75% support in
a public referendum in the entity’s area.’ Thus, privatisation of any water assets would
require super majority support from the council executive, mana whenua and the public. To
further protect against privatisation, these safeguards should be entrenched in the WSE.

Conclusions

Good quality drinking water that is free of hazardous contaminants is a fundamental human
right and a key element of the 2030 Sustainable Development Goals.?*** Water
contamination in Aotearoa has had severe consequences for human health and is an on-
going public health threat."” Consequences are borne disproportionately by smaller and
more deprived communities. The current regulatory arrangements for water services have
failed, are economically unsustainable, and are inefficient. The amalgamation proposed in
the WSE Bill provides an opportunity to resolve previous systemic flaws outlined in the
Government Inquiry into Havelock North and future proof our Three Waters. Most
importantly, the proposed system improvements in the efficacy and efficiency of our Three
Waters will protect public health and uphold the right to clean, safe water.
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