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Structure of this report 
This is the final report of the Expenditure Review on Employment Relations Arrangements in 
the State Sector as mandated by the Terms of Reference attached as Appendix One.   
 
The purpose of this report is to bring together the whole body of work carried out as part of the 
Review, and to summarise the findings and areas identified as potentially most fertile for 
exploration in terms of future improvements.  Recommendations are made on that basis in Part 
Three (as submitted to Cabinet Business Committee). 
 
The structure of the report is: 
 

Part One  
Examination and Analysis of Employment Relations Arrangements in the State Sector – this 
section reflects on the current arrangements, which are documented more fully but largely 
without the diagnostic observations in Appendix Two.  It is broadly broken into three sub-parts 
being Policy Settings, Key players (and their roles), and Key Processes and Interventions    

Part Two  
Areas Requiring Attention - This Part contains a brief synopsis of the areas identified as 
requiring attention based on the analysis in Part One read alongside the feedback from the 
consultation process and interviews, detailed in Appendix Three.  

Part Three  
Recommendations for Improvement and Proposed Implementation Plan – This Part builds on 
Part Two by describing the potential improvements, making concrete recommendations to 
deliver those improvements and outlining the proposed plan for implementation and/or further 
development work.    

Appendix One  
The Terms of Reference 

Appendix Two   
Full Report on the Current State Sector Employment Relations Arrangements   

Appendix Three  
Summary of Consultation feedback and interviews  

Approach 
Our approach to fulfilling the terms of reference for this review (in Appendix One) has been to 
• document the current arrangements as a starting point (in Appendix Two) 

• examine and analyse those arrangements in Part One of this Report, alongside 
consultation feedback from State Employers and practitioner interviews (summarised in 
Appendix Three) 

• identify key areas or points of tension requiring further attention (Summarised in Part 
Two of this Report) 
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• recommend improvements (Part Three of this Report)  

Our intention is that this Report can stand alone and to that extent none of the Appendices are 
“required reading” but rather are made available to any readers that may be unfamiliar with the 
Terms of Reference and the current settings, and to provide further background as to the 
feedback that we received from Employers and Practitioners and which helped to advance our 
thinking.    

Executive Summary and Overview 
The employment relations environment in the New Zealand State sector cannot be viewed in 
isolation from the accountability arrangements put in place in the late 1980s and early 1990s 
and which in our analysis remain sound. 
 
Those arrangements included the use of “contractualism” thereby freeing agencies to 
“manage”, with a chain of accountability running from Ministers through to Chief Executives 
via the State Services Commissioner, to public servants.  The statutory framework supporting 
this, with its strong focus on accountability, remains essentially unchanged and allows for  
employment relations settings to be tight or loose without necessarily changing the framework 
itself and may therefore accommodate changes in policy approach and or responses to the 
economic or political or operating environment according to need or priority.   
 
The delegation from the State Services Commissioner to Departments in the Core Public 
Service is consistent with the Public Management Model of accountability being aligned to 
where the action is, but, consistent with the above, is a policy choice and can be revoked or 
reframed if desirable.  Other “choices” in the current arrangements include the conditions that 
apply to the delegations and the application and content of the bargaining parameters 
themselves. 
 
There is a reasonably straightforward statutory allocation of roles and responsibilities under 
current arrangements.  What are less straightforward are the interrelationships and the way the 
roles play out in a practical sense.   
 
Under the present policy settings, the interests/objectives of the State as notional employer are 
protected through the State Service Commission (SSC), but with the SSC no longer standing in 
the place of the employer.  Bargaining authority is with the actual employer - delegated in the 
core Public Service or directly by statute in other cases.  Core Public Service employers are 
subjected to a greater degree of control/scrutiny by the centre (i.e. SSC, Treasury, Ministers) 
generally than State Owned Enterprises and Crown entities outside Health and Education.   
 
Crown Entities and State Owned Enterprises (SOE’s) generally operate outside the State 
Services Commission’s direct sphere of influence in relation to employment relations, but with 
important areas of Crown Entity such as School Boards of Trustees and District Health Boards 
(DHB’s) and other Health Employers operating under other influences and controls.  The 
Secretary for Education conducts collective bargaining in respect of state schools, and approval 
is required from the Director General of Health before a collective agreement is entered into in 
respect of District Health Boards. 
 
As regards state employers in general, the overall operation of the framework may be improved 
by some relatively minor adjustments to the operation of the current arrangements.  For 
example, a strategic approach to communications and conscious consideration of ways to 
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ensure clarity and consistency of messaging contextually appropriate to the overall objectives 
being pursued, could well improve the operation of the framework and potentially outcomes. 
 
Feedback from Ministers as part of this Review indicates that they may not be confident that 
they are getting an overview of what is happening across the State sector, with timely analysis 
and advice on how to manage emerging risks and opportunities.  The recommendations are 
intended to address those and other issues identified. 
 
The logic for the recommendations in Part Three is reasonably self evident, distilled from the 
analysis of the current state and identification of three broad areas for improvement which are 
support for Ministers and employers; increased collaboration and co-ordination of and between 
Employers, central agencies and Executive of Government; and enhanced risk management 
and monitoring. Through 
 
• Enhanced support for Ministers and state employers - enriching the quality of the 

information and analysis provided to Ministers and employers in the ways foreshadowed 
in the recommendations, and  

• Increased collaboration and co-ordination - improving the degree of collaboration at 
three levels – of and between State employers, of and between central agencies, and of 
and between members of the Executive, and 

• Enhanced risk management and monitoring - placing greater focus back on the 
accountability framework to provide greater assurance as to accountability for 
employment relations outcomes   

we can provide a significantly improved foundation for the development and implementation 
of an integrated employment relations strategy.  This is intended to improve both employment 
relations outcomes and the levels of confidence that Ministers and employers have as to the 
way in which the current arrangements are operating.    

Part one: Examination and Analysis Of Employment Relations Arrangements In 
The State Sector  
This Part reflects on the current arrangements, which are documented more fully but largely 
without the diagnostic observations in Appendix Two.  Where necessary for context we have 
replicated some material as part of the body of this report but our intention was that this report 
can effectively stand-alone.  
 
Not all readers will need to re-familiarise themselves with the current settings but may find 
various parts of that report useful to refresh the currency of their knowledge in some areas.  
Each part of that document is indexed for that reason with a range of Appendices to round out 
the information where necessary including a diagram identifying the respective roles of the 
players in collective bargaining.  

Policy Settings 

Accountability Framework 

The basic principles of the accountability framework are sound: namely that employers are free 
to “manage”, they are accountable for results (both for outputs and outcomes level) and they 
manage within budget constraints (however these are set). 
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Under the present structure, Ministers should not involve themselves directly in the negotiation 
process and largely they do not.  Where necessary, the lead agencies (e.g. the State Services 
Commission (SSC), Ministry of Health, and Ministry of Education) can facilitate 
linkages/brokerage between Ministers and employers to provide the necessary assurance and to 
facilitate an appropriate degree of exchange at a strategic/policy level. 
  
In short, the present State sector management regime is considered to be inherently flexible, 
allowing for choices about how to manage, the setting of consultation requirements, content of 
delegations, management of Chief Executive and board performance.  These are all points of 
interface that may be operated as hard or soft controls and as channels through which to 
calibrate the framework in an optimal way according to the prevailing operating environment.   

Legislative Framework and Policy Settings for State Bargaining  

The Government of the Netherlands has commissioned the OECD to undertake a parallel 
comparative study of delegated pay arrangements in the public sector across several countries 
including Australia, Denmark, Finland, the Netherlands, New Zealand and the United 
Kingdom.  The study focuses on the management of the existing system in each jurisdiction for 
pay setting, along with broader governance questions and bargaining arrangements.  Senior 
officials of the central agencies were interviewed as part of that study and have received a draft 
outline of the resulting report, with the final report due by the end of 2006.  
  
The study shows that other jurisdictions outside New Zealand are struggling in balancing the 
tensions between centralised or decentralised pay setting models. It notes that delegation of pay 
setting typically means that the government is no longer in direct control over pay increases 
and pay levels.  In such cases, while the government retains the ultimate responsibility, it 
becomes dependent on the behaviour of local pay setters. 

Features of the New Zealand State sector employment relations legislation include: 

• It encourages bargaining, with relatively few requirements/constraints over form (e.g. 
enterprise or multi-employer) or scope (e.g. who/what to cover in employment 
agreements) 

• It provides for minimum rate documents, so employers can address labour market 
recruitment and retention problems if necessary outside collective bargaining processes 

•  It narrows the scope for third party interventions (e.g. arbitration is rare) 

•  Industrial action is prohibited while an agreement is in force except in very limited 
circumstances (e.g. health and safety). 

Over the last 20 years, and notwithstanding changes to the wider employment relations 
legislation, Governments have actively used the flexibility of the current system to follow 
policy objectives for example:  

• moving generally from occupational to enterprise bargaining 

• encouraging more wage dispersion (by location, skill differential etc) 

• promoting flexibility through “trade-offs” between conditions and salaries and 

• implementing productivity changes via collective bargaining.  

As a result, employment relations processes today are mostly decentralised (e.g. enterprise 
bargaining in the Public Service and widespread use of individual employment agreements). 
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The current conditions provide for State employers to be innovative and allow them to reflect 
the needs of their own organisations in their employment relations practises.  However, it is 
sometimes difficult to evaluate whether employers have used these opportunities/increased 
flexibility consistently well in recent years.  
  
Equally, there is some question as to whether central agencies have used opportunities or tools 
well in overseeing and supporting organisations to maximise the flexibility available.  
  
In the current processes, there is scope for employers to misunderstand or reinterpret their 
mandates from Government (e.g. how much money to spend for which unions/workers).  From 
time to time employers can also get very mixed signals about what Government/Ministers want 
from collective bargaining.   
  
A key question therefore is how we might accommodate and balance Ministers’ changing 
preferences and employers’ operational and industrial challenges in a (generally) decentralised 
bargaining system.   

The Budget Fixing Process 

Under the New Zealand Government‘s financial management system there are top down and 
bottom up processes to assess spending “head room” for each annual Budget.  There is also 
choice over how to deal with expected wage round pressures (e.g. whether to address these 
through overall pay/capability contingency or within sector or theme-based contingencies). 
  
From Government’s perspective, there are incentives for efficiency.  For example, pay 
increases have in the past generally not been fully funded.  This has had a positive impact on 
improved overall fiscal control.  Historical trends in central government spending as a share of 
GDP were sharply reversed in the early 1990s.    
  
However, this approach may have had its own “price” in terms of the impact on organisational 
capability in the long term if release valves are not built in to relieve fiscal pressures created by 
long term deficit funding.  
  
There is a perception that budget constraint is losing credibility/traction as a restraint in some 
areas.  For example: 
 
• Some District Health Boards (DHB’s) are continually in deficit 

• Fixed nominal baselines of departments/agencies have sometimes been observed more in 
“the breach”, leading to real tensions in the budget design process 

• Some agencies (e.g. police, schools, corrections) have little real scope to adjust staffing 
levels to take account of budget constraints.  

By definition, central financing for pay increases in a delegated pay setting environment will 
always be relatively arbitrary in nature.   
 
The draft outline of the OECD comparative study referred to above also notes that local pay 
bargaining entails the possibility that cost increases will be higher than foreseen when adopting 
the budget for the time period in question, and that this may or may not be fed back into the 
budget process.   It also points out that, given the increased transaction costs of decentralised 
versus centralised bargaining, there needs to be a corresponding creation of added value 
offsetting this.  In response to these inherent challenges, there may be scope for central 
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agencies to cooperate better on setting the value of contingencies and in the expression of 
Government expectations as to return on that investment where appropriate. 
 
In the New Zealand context, there are variable degrees of scrutiny and differing “rules of 
thumb” for assessing business cases for pay bids, with variable models for assessing and 
responding to risk whether political, fiscal or industrial.  Improvement in this area would add to 
the overall assurance as to value for money and assessment of the relative opportunity costs of 
settlements across the sector.   
Similarly, there is currently no clear feedback mechanism for assessing the contingency against 
actual outturns at a macro level, nor of the achievement of productivity gains or bargaining 
objectives at an enterprise level, to assess individual or collective progression towards the 
achievement of any overarching strategic objectives for the sector as a whole. 
To complement any improvement in this area, analysis and work carried out on “remuneration 
pressures” needs to be timely, both to fit in with the Budget cycle and to complement/support 
bargaining/people capability processes. 

Performance Management  

The SSC has primary responsibility for assessing the performance of both departments and of 
their Chief Executives, the Commissioner administering the employment of the Chief 
Executives on behalf of Government.   
 
There is an apparent lack of clarity as to how “employment relations behaviour” fits into the 
performance management system for Public Service Chief Executives, as a distinct element, if 
at all.  There is a perception that employment relations as an area of focus is subsumed to a 
potentially unhelpful degree within the overall performance monitoring/assessment framework.   

The SSC is currently developing a new relationship model and renewing the Chief Executive 
performance management model. This provides opportunity for a fresh look at employment 
relations as one of many potentially significant contributors to overall performance. 

Key Players 

Role of Government/Ministers  

The role of Ministers in relation to employment relations in the State sector is to set the 
statutory/regulatory environment and policy settings including endorsement of the State 
Services Commissioner’s bargaining parameters and to oversee government’s strategic and 
fiscal interests at the Cabinet Table and through the newly reactivated Ministerial Reference 
Group (MRG) on Employment Relations. 
 
Government acts as the primary source of funding through budget setting processes in the 
public service and in some other high profile areas in Health and Education, though not all 
state employers rely on central funding, having available third party commercial revenue 
streams available to them.  
 
Ministers are also able to influence the conduct of employment relations negotiations by setting 
the institutional environment, setting strategic policy/spending priorities and the way they 
utilise the overall State sector management system (e.g. through Statements of Intent).   
 
An important role of Ministers/Government in the operation of the employment relations 
settings is to convey Governments overall fiscal situation and to set expectations, for example 
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relating to performance or productivity improvements in the State sector and of State sector 
employers in general.  Government/Ministerial statements have the ability to influence 
employee and union expectations, as well as employer behaviour.  However, there is currently 
no single “whole of sector” government policy statement (or similar instrument) to express 
Government’s interests, expectations or priorities in relation to employment relations.   
 
At the same time Ministers have a number of audiences and interests to address and must be 
conscious that messages delivered in one arena and context can create a contrary perception in 
another, creating scope for misunderstandings – for example, entirely legitimate and proper 
conversations with unions in one context may provide scope for misunderstandings when those 
same conversations are relayed in another (such as at the bargaining table).  
 
Ministers are politically and publicly accountable for the overall conduct of employment 
relations i.e. the State sector wage path, the performance of the State sector and for service 
disruptions etc.  At times however, their role in employment relations can be unclear in the 
context of the overall political accountability that still may attract to their role, regardless of the 
reality of operating in a delegated bargaining world where others are arguably more directly 
accountable.  

Ministers and the Budget Process – Public Service Departments 

Ministers, primarily the Minister of Finance, determine funding for Departments and for new 
initiatives.  The Chief Executive must apply the funding to best achieve the outcomes deemed 
appropriate.  There is generally not a direct line of funding from Government to wages and the 
Employer determines the priority and application of Departmental funds.  However, the 
relationship between the availability of [new] funding and wage improvements is obvious.   An 
obvious example of more direct line funding outside the Public Service is that of teachers 
whose salaries are both funded and paid from the centre, and bargained over by the Secretary 
for Education, rather than the direct employer, the School Board of Trustees.  

Ministers Link to the Remunerations Pressures System 

The remuneration pressures system was introduced in 2004 to help Ministers manage and plan 
for settlements/remuneration increases, the object being to improve information and analysis to 
assist Ministers in making Budget decisions. 
 
During Phase 1 - information is gathered and analysed to identify economy-wide, generic and 
specific remuneration pressures - led by SSC, Treasury and PSA consulted  - with a report to 
Ministers and departments pre-Christmas.  Phase 2 is Treasury-led, prioritising remuneration 
and capability pressures against competing Budget/funding pressures and implemented through 
the budget process. 
 
The Remuneration Pressures process is designed to provide Ministers with sufficient insight to 
wage pressures to support and assist judgements in the budget process.  Treasury is the lead 
agency on budget advice and on other fiscal matters as requested by the Minister of Finance.   

Costing Quality Assurance (QA) for Ministers 

No independent function exists separate from the employers’ own resources to verify 
modelling or assumptions by individual agencies as regards bargaining.  Approval of 
bargaining strategies by SSC is based on Departments having funds available in a capability 
bid or baseline funding where required and without close scrutiny of the employers ability to 
meet the obligations they purport to be able to meet.  
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Costing and modelling functions at a micro level are remote from the process of approval of 
funding for wage bargaining and there appears to be limited explicit costing or modelling at a 
macro level of flow on implications from settlements either within or beyond industries or 
sectors, or to the economy at large. 
 
A significant challenge in addressing this (if necessary) at a micro level would be whether the 
degree of intimate knowledge of the business intricacies peculiar to the individual entity was 
available to a third party, or whether there was sufficient knowledge of the intricacies of the 
settlement/CEA to reliably test the costings or assumptions in a sufficiently robust way.  
Treasury Vote Analysts do not have a specific mandate to provide an audit function of the costs 
of individual settlements.  In terms of the macro challenge relating to flow on effects, there 
may be some room to develop more explicit processes to state in broad terms what assumptions 
if any could be made about potential flow on as an early warning mechanism. 

Ministers and the Ministerial Reference Group on Employment Relations (MRG) 

The Ministerial Reference Group (MRG) on State sector employment relations has a mandate 
to oversee Government’s interests in employment relations at a high level.  Through MRG, 
consideration can be given to additional appropriations sought by Vote Ministers in respect of 
individual agencies, enabling Government to maintain consistency and a whole of sector 
perspective.  The MRG also provides a vehicle through which to focus on areas where risks 
and stakes are highest at any given time such as Education, Health etc.  It is also a means of co-
ordinating and aligning the important messaging relating to broad expectations of Government 
as regards State sector employment relations policies, priorities and drivers. 

Ministers and the Partnership for Quality (PfQ) and Tripartite Forum 

The Partnership for Quality (PfQ) with the Public Service Association (PSA) and Tripartite 
Forum reflect a mutually beneficial special relationship between Government and PSA as 
expressed through the PfQ Agreement. A third PfQ agreement is under development, providing 
opportunity for further engagement at a strategic level over employment relations. The 
Tripartite Forum enables free and frank exchange over emerging issues but also enables the 
parties to address emerging concerns and allows each to deliver and reinforce key 
messages/priorities. 

The Role of the State Services Commission 

The State Services Commission (SSC) oversees the interests of the State – in the Public 
Service through consultation over collective bargaining and development of work programmes 
designed to bring appropriate tools/interventions into State sector organisations. The SSC has a 
more limited mandate in the wider State sector where other mechanisms, disciplines, 
accountabilities apply.  The SSC has a long history of managing employment relations and 
being able to take a State-wide view (working with other State employing authorities).  
 
The SSC is able to leverage off its multiple roles including  

• as the employer of Public Service Chief Executives 

• performance management (individual/organisational) 

• consultation over collective agreements 

• through development of wider people capability initiatives (seeing employment relations 
as one component part of a greater HR strategy) 
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• providing advice to Government on “Machinery of Government” issues and on State 
sector/employment relations institutional settings. 

  
The SSC role is most influential in the core Public Service in terms of the extent to which SSC 
is resourced and involved in shaping or “managing” employment relations.  The SSC role is 
not one of directly “managing”, but rather of ensuring State employers within their sphere of 
influence manage themselves in a way befitting their responsibilities and accountabilities to the 
State at large, including operating within the policy parameters/objectives of Government and 
being responsible and accountable to the taxpayer.  The SSC role is inclusive of a wider 
interest in State sector employment relations beyond the Public Service, but the 
interactions/interventions tend to be less direct and less hands on the further one travels from 
the centre.  
 
In the Public Service, the relationship the SSC has with departments on employment relations 
matters has evolved and been reinvented over time.  The primary focus in recent years has been 
on risk management on a case-by-case basis, in the overall context of the Government’s 
Bargaining Parameters and through influencing and encouraging “good practice” rather than 
adopting a directive hands on approach.  There has been a particular emphasis on Partnership 
for Quality (PFQ) with the Public Service Association (PSA).   
  
This approach is consistent with the overall accountability framework, but does rely on clarity 
and consistency of understanding as to the respective roles of the key players as well as on the 
accountability framework itself being robust enough to respond to changing circumstances 
where necessary.  A benefit of this approach has been that departments have been more willing 
to share information and experiences through networking. 
 
Departments report that the SSC fills an important need for them in information sharing and 
sharing of best practice. Feedback indicates however that there may be room for improvement 
in co-ordination, both amongst the central agencies and across State sector employers as a 
whole.  This is in terms of advice and support to Ministers and employers, but also in terms of 
collaboration or alignment of employment relations initiatives and tools relevant to improved 
employment relations/people capability. 
 
There appears to be some lack of appreciation or sense of what role the Development Goals for 
the State Sector might play in wider employment relations strategy. On the other hand, there 
are some signs of improvement in this area, as employers come to more readily appreciate the 
linkages between the initiatives being promoted by SSC in relation to the “Employer of 
Choice” and “Excellent State Servants” Development Goals and the benefits of a more holistic 
approach to People Capability issues over disaggregation of employment relations 
management into bargaining and non bargaining matters.   
 
The SSC has a limited mandate beyond the core Public Service, outside of which other 
mechanisms, disciplines and accountabilities apply. There has been an understandable 
tendency to focus on the Public Service given the SSC employs Chief Executives, noting that 
in respect of State schools and District Health Boards, there are others with significant roles 
(Ministry of Health and Ministry of Education).  There is arguably a lack of clarity as to the 
intended scope of SSC’s role as regards employment relations in that wider domain, including 
Crown entities and SOE’s.  A review of Crown Entity monitoring arrangements is about to 
commence and that review will inform further thinking/work in this area.  
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Treasury  

The core work of Treasury is to monitor/manage the financial affairs of the Crown and to 
provide fiscal and economic policy advice to Government.  The focus is on fiscal management 
and the overall efficiency and effectiveness of the State, which are both potentially affected by 
big input cost drivers.  For this reason, Treasury is interested in both overall payroll movement 
and productivity – that is, changes to the numbers of people employed and what they’re paid 
(i.e. quantity and price) and the value of goods and services produced for the expenditure.   
 
Treasury has particular skills in assessing/providing quality assurance on business cases.  
Treasury’s vote analysts are generalists however and typically lack specific expertise to 
estimate how much to set aside for particular pay talks, or to reliably and robustly challenge 
costing assumptions of individual settlements. This is outside their terms of professional 
reference. 

The Department of Prime Minister and Cabinet (DPMC) 

The Department of Prime Minister and Cabinet have no specific role in employment relations, 
but may be become involved where significant areas of risk arise.  DPMC regards itself as 
somewhat of a broker of relationships at the very senior levels of Government, ensuring 
connections are made appropriately between agencies and Ministers particularly over emerging 
issues to ensure Government’s strategic interests are noted and well protected.  
 
It is possible that DPMC could potentially play a greater role in employment relations in the 
State sector in future, subject to the outcome of the Central Agencies Review. 

Department of Labour  

The Department of Labour has no specifically mandated role in the State services, except as the 
State sector operates as a subset of the wider statutory/regulatory environment, but does 
collaborate on some joint initiatives with SSC relating to State sector employment. 

Ministry of Education  

The Secretary for Education has the delegated authority to conduct teacher bargaining and the 
Ministry is also able to integrate employment relations activities into wider education 
policy/practice. The SSC is consulted over bargaining and is able to review the Ministry’s 
role/performance, given that it delegates the bargaining/overview role.  
 
There may be scope for SSC to further develop its linkages and intelligence streams to better 
position itself to assist and assess, without impinging on the sanctity of the current roles of 
others such as the Secretary for Education, or representatives of Boards of Trustees as the 
employers. 

Ministry of Health 

The employment relations setting in the Health sector are the subject of a separate review and 
the respective roles of central agencies including the Ministry of Health are considered in that 
context.  However, similar observations apply as those made in respect of the education sector, 
in terms of central agencies potentially strengthening their linkages and capacity relative to the 
Health sector.  



 

 
668555_1.DOC 

11

State Employers  

All State sector employers conduct their own bargaining (except teacher bargaining), with 
bargaining in the core public service being subject to constraints – for example through the 
delegation process and being subject to the bargaining parameters.  Employers themselves are 
generally responsible and accountable for the outcomes in terms of the overall performance of 
the entity and in terms of their obligations under the Finance Act where applicable.  The actual 
accountability mechanisms and degree of influence from the centre depends on the type of 
agency and the relevant statute that applies. 
  
Public Service Chief Executives, as employers, have a direct relationship with their vote 
Minister and regular interactions with other Chief Executives.  Human resource and 
employment relations professionals from across a wide State sector audience attend the SSC’s 
HR forums and networks, and have in the past been engaged in a number of joint activities.  
Most recently there has been a high level of engagement of Public Service departments around 
the SSC’s development goals, which take a holistic approach to capability development and 
form the nexus of a wider HR strategy including employment relations.  This approach is 
consistent with the feedback received from departments in the course of the review that they 
are looking for the SSC to lead or facilitate, rather than “do”.  
 
In the context of pay bargaining, there was a resounding rejection from departments in the 
consultation process to any reversion to centralist wage setting or SSC reclaiming the 
bargaining mandate.  Departments’ view is that it is important that Chief Executives have the 
flexibility to apply employment relations strategies that meet the needs of their particular 
agency within overall parameters set by Government.  Departmental employment relations 
strategies are required to recognise that within any one workplace staff may be employed on 
Collective Agreements (CAs) or individual employment agreements (IEAS). 
 
There is perceived to be weak employment relations capacity and capability in some entities, 
while others may be well equipped.  The draft outline of the OECD comparative study 
discussed earlier has noted that this is a feature in other jurisdictions as well.  In the New 
Zealand context, there could be a role for SSC to work with those agencies that require 
additional support either directly or through other agencies or service providers to address 
these deficiencies, particularly around working in a “good faith” bargaining environment or 
other gaps that closer scrutiny reveals as warranting attention. 

In Education and Health there is a significant body of Crown entities (school Boards of 
Trustees and District Health Boards) that are actively monitored/influenced by/through other 
central agencies interaction and which have funding arrangements that lend themselves to a 
greater degree of potential fiscal constraint/influence than generally applies elsewhere.  

There are a range of levers regarding employment relations that may potentially be engaged in 
the areas of Crown entities and SOEs, (other than in Health and Education) including the use of 
orders in council requiring consultation with the State Services Commissioner. 

SOEs may not know where in the SSC to go for advice and apparently in some cases do not 
have a clear understanding of what their relationship is or ought to be, in terms of their place in 
the State sector scheme of things. There may be an appreciation gap as to where they fit and 
what their associated obligations are as a “good” State employer within the wider State sector 
community.   

The first deliverable of this review, the documentation of the current employment relations 
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arrangements (Appendix Two), includes commentary on both Crown entities and SOEs, and 
identifies some of these options already provided for in the current framework.  However, as 
there is a separate review of the accountability/monitoring arrangements for Crown entities we 
do not explore these aspects further.    

Unions  

Unions are accepted as part of the State sector employment relations scene and State employers 
are well experienced in relating to unions.  Although the PSA is not the prevalent union in all 
state agencies, the PSA is a significant union in many , particularly in the public service and 
has special status through the PfQ framework.  PSA is currently operating under a six point 
bargaining strategy.  There is currently no unified employer strategy. It also needs to be 
recognised that many agencies have other unions representing employees.   
 
Teacher/education sector unions tend to have their relationships with the Ministry of 
Education, and in Health relationship management with the relevant unions is primarily with 
the Ministry of Health and DHBs and other Health employers themselves. 
 
Unions do not limit their influence to the industrial sphere alone.  They have the ability to 
pursue multiple bargaining channels through direct approaches to Government via political 
party affiliation, relationships with constituent members of Parliament, caucus members, and 
cabinet ministers.  Depending on the labour market, more competition for members can 
encourage more assertive bargaining styles.  Arguably, the system, players and processes 
currently in place do not combine in an optimal way to respond to those pressures or overcome 
the influence of oppositional unions in favour of more mature collaborative relationships. 

Key Processes/Interventions 

The Instrument of Delegation   

Consistent with the accountability framework, bargaining in Public Service Departments 
operates under an Instrument of Delegation from the State Services Commissioner to Chief 
Executives. The Instrument of Delegation is subject to conditions requiring the employer to:   
a Negotiate in accordance with Government policy and comply with Bargaining 

Parameters 
b Consult SSC on preparation of bargaining strategy and during negotiations 
c Consult SSC on the anniversary of an expired collective 
d Act in good faith 
e Take into account Partnership for Quality  
f Not sub-delegate power to enter into a CEA without the State Service Commissioner’s 

written approval. 
In Education, there is a delegation from the State Services Commissioner to the Secretary for 
Education to conduct collective bargaining for state schools with unions, in consultation with 
SSC, and with the resulting collective agreement being binding on Boards of Trustees as 
employers.  

The Bargaining Parameters  

The Bargaining Parameters were introduced due to State Sector Act reforms (in 1988) when 
Chief Executives became separate employer entities responsible for employing their own staff.  
The application and content of the Parameters have expanded over time and now includes some 
general Government policy and expectations on employment relations issues.   
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The Parameters set the criteria/process steps for approving bargaining strategy and settlement 
proposals, and reflect policy objectives, both areas that could be explored for adjustment 
according to the risk appetite or current agenda.  There is no “term” as such for the Parameters 
to apply or point of expiry.  
 
The Parameters are used to inform and assess Departments’ bargaining strategies and can 
potentially influence overall direction / shape of bargaining in the Public Service.  However, 
they are not detailed or prescriptive and do not stipulate outcomes – rather they provide current 
thinking on issues and a template to base bargaining strategies on.  They contain an explicit 
assumption to fund wage increases from baselines.   
 
They allow Ministers to articulate their high-level policy objectives/expectations for Public 
Service bargaining.  They are considered to be reasonably permissive and are intended to 
provide guidance only in many respects. There are therefore, very few hard lines that apply as 
“rules”.   
 
Even matters that fall outside of the Parameters can be accommodated through due process.   In 
view of the Government’s PfQ relationship with PSA, the PSA has been consulted in recent 
times over changes to the Parameters. 
 
Although the parameters apply specifically to collective agreements, they do have general 
application also to Individual Agreements. This is because the same terms as apply under the 
collective agreement must apply to new employees as a basis for their individual employment 
agreement under the ERA.  They are regarded as “good practice” for a State-funded entity but 
do not strictly apply beyond the Public Service. 

Comment on the Delegation and Bargaining Parameters 

The content of the delegations (conditions) and substance of the Parameters are policy choices 
and the depth and breadth of reach, and policy objectives determine them.  
 
The Parameters are a means of operating the current framework, rather than a requirement of 
the framework per se.  They represent a balance between not dictating or interfering in the day-
to-day management and accountability of the Chief Executive on the one hand, and protecting 
Government’s overall interest in performance of departments/risk mitigation.  
 
The current low specificity of the parameters arguably complements the accountability model 
and provides sufficient scope for the necessary independence of the Chief Executive.  There is 
no carte blanche, but hard lines are drawn around a narrow range of matters.  Approval is given 
for matters outside parameters through proper process and the State Services Commissioner 
retains accountability for collective bargaining in the Public Service notwithstanding the 
delegation.   
 
The State Services Commissioner holds Chief Executives accountable for performance of the 
delegated functions and powers.  The delegation could arguably be revoked at any time or the 
conditions be altered to fit a particular circumstance – this has not been done to date.   

Setting Organisation Budgets 

Most “big spending”/investment decisions of Government are made concurrently during the 
annual Budget, enabling Government to compare relative priorities across the State sector.  
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There is however, flexibility to address urgent spending pressures outside Budget (e.g. via 
contingencies, or re-pricing outputs mid year).  Periodic departmental baseline reviews allow 
for an assessment of the “tightness” of budget. 
 
Pay bargaining doesn’t necessarily align however with the Budget cycle and in many cases the 
remuneration adjustment process sits outside the collective bargaining forum.  It is often 
difficult to know how much to set aside in contingencies for negotiations and in some cases 
setting the contingency can be misinterpreted or re-interpreted at the bargaining table as a 
floor, not a ceiling and it is not always practicable to prevent information about approved levels 
from becoming known.      
  
The complexity of setting organisation budgets is compounded by the mixed approach across 
the State sector to compensating organisations for price increases.  For example, DHB’s have 
Consumer Price Index (CPI)/Labour Cost Index (LCI) factored into funding.  Many Crown 
entities/SOE’s can use retained surpluses, levies or other third party revenue to finance pay 
increases while departments usually can’t, and those organisations are subject to commercial 
drivers and disciplines).  
 
In the cases of Health and Education the budget/bargaining relationship can be expressed as a 
reasonably direct visible line.  In other cases, the linkages are more subtle and other levers or 
means of influence apply. 

Reviewing Business Cases for Pay/Capability 

The SSC and Treasury can bring different paradigms, information and skills sets in reviewing 
business cases for pay/capability. Ministers and central agencies rely on 
employers/organisations for most of the data, analysis, and advice as to impacts.  
  
However, improvement could be made through Treasury vote analysts looking at the scope for 
self-funding and productivity improvement in the business cases that departments put up.  
Ministers/central agencies can link funding increases to specific performance or productivity 
changes. This expectation is already stated in the Bargaining Parameters.    
  
The SSC tends not to explicitly evaluate affordability for individual departments when 
assessing pay/capability bids (it uses the more generalised test of reasonableness), and when 
approving bargaining strategy/proposals relies instead on departments to identify whether or 
not they have the funding, or have secured agreement for spending through the budget cycle.  
  
Treasury tends to put primary weight on affordability and opportunity cost.  This may give it a 
bias against making a “price adjustment”. Chief Executives could tend to have a natural 
incentive to support their own funding bids, so the information they give could arguably have 
that slant, consciously or not.  
  
There is no one central agency that has an overview of risk assessment (e.g. the consequences 
of adjusting or not adjusting pay) and no single consistent known and applied model or 
framework for assessing the relative weight of the various risks – political, industrial, fiscal, 
capability.  Such a model could bring more confidence or balance to the otherwise arguably ad 
hoc decisions that can be applied in individual cases, so as to index and prioritise the approach.  
Whilst the reality of industrial negotiation and settlement is not necessarily scientific and 
cannot necessarily be reduced to a formula, a more explicit approach to evaluation of these 
issues could assist. 
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Monitoring Arrangements 

The draft outline of the OECD comparative study mentioned earlier, notes that monitoring how 
“managers” use their mandate for delegated pay fixing both in terms of process and outcomes 
is weak in several countries, albeit essential if a government is to “know what is going on”.  In 
the New Zealand context, we have also found limited formal feedback or assurance as to 
whether or not the intended benefits of bargaining processes and outcomes are necessarily 
realised. 
 
There is room for improvement in this area and to improve the analysis or monitoring of the 
financial implications of proposed settlements as part of the improvement of information, 
analysis and support for Ministers and their whole of sector oversight, including through the 
operation of the Ministerial Reference Group (MRG) which has recently been reactivated.  
 

Part Two: Areas requiring improvement in the operation of the employment 
Relations Arrangements in the State Sector   
Having documented, examined and analysed the key features of the current employment 
arrangements in Part One, Part Two identifies the areas where we believe there is room for 
improvement.   

Relationships between the Key Players 

The issues we considered regarding the relationships between key players in the State sector 
employment relations framework were  

• Whether the relationships are the right ones? 

• Whether there is sufficient role clarity amongst the players?  

• Whether the application of roles and responsibilities appropriate for the ongoing 
maintenance of the framework?   

This was in the context of the foregoing examination and analysis of the current arrangements 
and the manner in which these relationships are balanced and defined in the legislative 
framework and the way they operate in practise, particularly the relationships between some of 
the key players namely Ministers, SSC, Treasury, the Ministry of Education and the Ministry 
of Health, as well as State employers and their representatives (for example District Health 
Boards New Zealand).  
 
Our conclusion was that there was definitely room for improvement with some gains 
potentially able to be made reasonably readily. 

Central Agency Co-ordination 

We considered whether or not the SSC, Treasury and DPMC are sharing the right information 
with each other and with Ministers and State employers at the right times.  This issue is also 
being considered in the Central Agencies Review.   
 
Again, we reached the conclusion that there is room for improvement with better co-ordination 
and information sharing and intelligence gathering mechanisms potentially able to make a 
significant difference to the risk management and assurance processes that are necessary to 
future proof and support the framework.  
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A Strategic Approach? 

We considered whether or not there is a need for a unified employer strategy for employment 
relations in the Public Service.  This is in response to some of the feedback received in relation 
to “what’s working and not working and why” and in relation to the Bargaining Parameters and 
relationships with and between Ministers, SSC and State employers and unions.  Our 
conclusion was that there may be gains from such an approach particularly on issues of 
common interest if not across the whole strategy.  
 
The Bargaining parameters themselves do not actually constitute an employer strategy as such, 
being more in the nature of guidance on key issues and matters of policy rather than tactical 
intelligence or guidance on how to achieve objectives that will necessarily improve the overall 
position of the sector in employment relations or HR terms.  
 
SSC already focuses on providing advice and guidance to departments, recently within the 
context of the HR Framework and Development Goals.  Again, the fostering of a more co-
ordinated collaborative approach between employers and agencies across the range of issues of 
common interest does have the potential to provide a better foundation for a unified response 
with the sharing of resources and learnings having benefit across agencies. 
 
This theme is consistent with the wider work programme being commissioned within the 
People Capability Branch of SSC looking for common ground between agencies and ways to 
develop a more coherent Public Service response or whole of government approach to 
challenges being faced in the wider HR sphere.  Long term planning and strategising has the 
potential for greater sector (and individual) gain than atomised issues based responses to 
immediate pressures and “fire fighting”.    

Fiscal Arrangements 

In considering the budget fixing process, the setting of organisational budgets and the 
reviewing of business cases for pay/capability, we found variable degrees of scrutiny and 
differing “rules of thumb” for assessing business cases for pay bids, with variable models for 
assessing and responding to risk.  The corollary to this is where the information exists it is not 
always shared in a timely way.   
 
Better access to reliable data about the true costs of initiatives and settlements and confidence 
as to their affordability along with a greater awareness of the relative tradeoffs that are made to 
achieve them would arguably provide a truer picture and leave central agencies and Ministers 
better informed of what is going on and future spin offs. 

Information on Improvement in Outputs/Outcomes From Settlements 

We consider that there is a need for a feedback loop of settlements on outputs or outcomes to 
underscore the concept of “continuous improvement”, and to identify whether there are 
learnings for other departments.  This could potentially address concerns identified regarding 
the relationship between employment relations behaviours in departments and the performance 
management system for Public Service Chief Executives.    
 
There are also linkages between this and the comments regarding fiscal arrangements and 
tradeoffs above, with explicit consideration of whether or not the potential (productivity or 
service) gains expressed to have been achieved in the settlement or business case actually 
materialise.  Productivity improvement is an explicit consideration under the Bargaining 
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Parameters but there is currently no subsequent follow up on whether or not the anticipated 
gains were achieved.   

The Three Overarching Themes 

In considering the areas for potential improvement, three overarching themes have emerged 
under which the various proposals for improvement could be grouped and which we have 
carried forward into Part Three where we describe the improvements to be made and make 
concrete recommendations to affect them along with a plan for implementation or further 
development work.  The themes are outlined below.  

Enhanced Support for Ministers and Employers 

The need for enhanced support for Ministers and State employers was self-evident and there 
are a range of ways and means this can be delivered. The revitalised Ministerial Reference 
Group (MRG) is a key, but not exclusive, vehicle for ensuring that Ministers have confidence 
both that employment relations processes are being followed and they are receiving 
information analysis and advice in a form which they can use to make decisions in a timely 
manner.   
Improved support for Ministers and State employers will also address the issues referred to in 
Part One relating to the Bargaining Parameters, the setting of organisation budgets and 
reviewing business cases for pay/capability and monitoring and current respective roles of 
SSC, Treasury, DPMC, the Ministry of Education and the Ministry of Health, State employers 
and unions. 

Increased Collaboration and Co-ordination 

Increased co-ordination of the central agencies in particular will help to address many of the 
issues in Part One relating to the legislative framework, the budget fixing process, bargaining 
parameters, the setting of organisation budgets and reviewing business cases for pay/capability 
and monitoring.  It will also address, in a more deliberate way, the relationships between key 
players such as SSC, Treasury, DPMC and, in turn, their relationships with the State employers 
and unions.   
 
Collaboration and co-ordination of and between state employers will assist with overall 
strategy development and implementation of strategies to advance employment relations and 
People Capability initiatives.  Enhanced collaboration and co-ordination of the Executive of 
Government will assist information and intelligence sharing and strategy development across 
portfolios and assist in Ministers’ judgements about setting and allocation of contingencies as 
well as in response to “hot spots”.   
  
Although the Central Agencies Review is considering overall co-ordination of the central 
agencies our approach is to recommend improvements that we believe can stand alone in term 
of the employment relations arrangements. 

Enhanced Risk Management and Monitoring  

Placing a greater focus on the Public Service accountability framework can assist in many 
areas.  By this we mean ensuring that there are appropriate and robust mechanisms in place to 
provide assurance that there is real accountability for outcomes achieved and in keeping with 
the stated objectives.  
 
By adding a degree of rigour to the current framework through proactive monitoring and 
probing, while respecting the independence of the roles, we can provide a greater level of 
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confidence that the framework is operating as originally intended.  This impacts in a range of 
areas including:  

• the budget fixing process and fiscal assurance 

• the operation of the Bargaining Parameters 

• setting organisation budgets 

• reviewing business cases for pay/capability and monitoring  

• the performance management system for Public Service Chief Executives 

• clarifying the respective roles of SSC, Treasury, DPMC, State employers and unions.  

This will all contribute to better management of process and outcomes and will help to manage 
and control the potential slippage and associated wage creep that can occur with less stringent 
processes.   

Part Three: Areas for Potential Improvement and Recommendations 
The objective in this Part been to recommend realistic and meaningful improvements that will 
have the effect of adjusting the current settings in such a way as to deliver of the objectives of 
the review - to improve information analysis and support to Ministers and Employers, and to 
strengthen the role of central agencies – with the underlying objective being to ensure fiscally 
responsible management of employment relations. 

Through:  

• Enhanced support for Ministers and State employers - enriching the quality of the 
information and analysis provided to Ministers and employers in the ways foreshadowed 
in the recommendations and  

• Increased collaboration and co-ordination - Improving the degree of collaboration at 
three levels – of and between State employers, of and between central agencies, and of 
and between members of the Executive 

• Enhanced risk management and monitoring - placing greater focus back on the 
accountability framework to provide greater assurance as to accountability for 
employment relations outcomes   

we can provide a significantly improved foundation for the development and implementation 
of an integrated employment relations strategy.  This is intended to improve both employment 
relations outcomes and improve the levels of confidence that Ministers and State employers 
have as to the operation of the current arrangements. 

Explanation of the Improvements We Will Make 

Below under each of the three themes identified in Part Two and reiterated above, we explain 
our proposals for improvement, followed by a section containing the actual recommendations 
relating to those proposals.  

Enhanced Support for Ministers and State Employers 

We propose to: 
• Develop a risk assessment framework to assist Ministers to decide when, how, and in 

respect of which State entities various levers may be activated to best effect.  There may 
be significant work in this area required in relation to Crown entities and SOEs.  
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• To support this we will introduce closer monitoring of agencies/areas at both a general 
level and individually identified under the risk assessment framework, for example 
through introducing quarterly meetings with those areas identified as requiring attention 
such as Health and Education sector employers and agencies and unions. This in turn will 
enrich the extent of “hot spot” monitoring;  

• Develop strategic employment relations options / practical alternatives and or 
containment strategies to address escalating state sector labour costs, taking account of 
the current environment and the unique dynamics of the Government as Employer such 
as good employer drivers and the need to ensure delivery of services.  These may not 
necessarily focus solely on the price of labour in terms of direct wage costs, but may also 
reflect the growing body of research that supports due consideration of issues such as 
work life balance, career development as other drivers of engagement other than direct 
wage costs.  

• Enrich the extent of trend analysis provided to Ministers and shared with Employers as 
appropriate by: 

- Identifying existing information streams available through central agencies’ 
existing frameworks, and 

- Developing new means through which the resulting intelligence can be assimilated 
in readily digestible and useable format to Ministers and other agencies and State 
employers 

These enhancements, while requiring some further work, could be progressed immediately and 
will enable us to enrich the extent of strategic analysis, advice and options, provided to 
Ministers and state Employers tailored to the respective audiences accordingly.  The 
Ministerial Reference Group on Employment Relations in the State Sector (MRG) has been 
reactivated and will be one of the forums for this. 

Note: the Crown Entity Monitoring Review is intended to report on the extent of employment 
relations monitoring by monitoring departments/agencies, so gaps identified in that area 
and practices can be improved if necessary. 

Increased Collaboration and Co-ordination 

We propose to:  

• Ensure consistency and clarity of messages from central agencies through increased co-
ordination and collaboration; 

• Provide more strategic leadership through creative ways of facilitating (e.g. by convening 
strategic working groups of key influencers). This will be supported by a co-operative 
approach to the development of an employment relations strategy, rather than a mandated 
one, thereby fostering collaboration;  

• Provide better alignment of remuneration pressures/budget processes to complement and 
support bargaining and people capability processes;  

• Better co-ordinate central agency activities to ensure that the right employment relations 
information is being shared at the right times – in conjunction with the greater clarity of 
process flows, this will provide assurance as to the currency of intelligence and oversight 
of employment relations activity;  

• Identify ways and means of ensuring Ministers are aware of emerging risks and issues in 
their own portfolios and those that may impact on their interests and the interests of their 
Departments. DPMC may have a significant role to play in this regard. 
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Enhanced Risk Management and Monitoring 

We propose to: 

• Provide greater focus on the accountability framework and take steps to ensure it is 
operating as intended, clarifying and documenting accountability lines/roles/interests of 
key players – central agencies, employers, Ministers in relation to the various processes  

• Provide greater clarity of process surrounding approval of bargaining strategy (where 
applicable) and proposals to settle relative to how they will be funded through a 
bargaining process map and a budget/capability bid process map, to be included as key 
information for newly appointed Chief Executives and induction of HR professionals.  
This will also help to clarify and document the various processes and the budget bid 
process map could be accompanied by current contextual information to ensure 
Departments are aware of the applicable criteria to be applied in assessment 

• Amend/revise the Bargaining Parameters and Delegations in support to more clearly 
outline specific expectations and processes and accountabilities where relevant 

• e.g. for departments, stipulate: where bargaining proposals/settlements exceed available 
funding already approved, approval of the amended bargaining strategy is required from 
SSC, and approval from Treasury in relation to the intended means of funding, prior to 
the relevant proposal being formally offered. 

• Develop an explicit feedback loop to identify bargaining outcomes relative to objectives 
identified in the bargaining strategy.  Any anticipated productivity gains or tradeoffs to 
be recorded for later assessment, at an appropriate time, having regard to the nature of the 
expected gain/trade off.  This will be a means of providing assurance as to value for 
money and productivity improvements where relevant recognising that in some cases 
price adjustments are not always accompanied by explicit gains other than retention of 
labour and market relativity 

• Develop a more co-ordinated approach to portfolio management between 
SSC/Treasury/employers. This will ensure better integration of knowledge and associated 
risk management of emerging issues while still preserving integrity of roles and 
accountability. 

• Facilitate employment relations capability building across the sector through the SSC’s 
HR professional development programme and promoting best practise and the sharing of 
skills/talent – there are linkages to be made in relation to the joint initiatives to achieve 
the Development Goals of “Employer of Choice” and “Excellent State Servants”. 
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Recommendations to Achieve Improvement  

The following recommendations are made to achieve the improvements outlined in this Part of 
the report under the three overarching (and inter-related) themes.  

Enhanced Support for Ministers and State Employers 

We recommend that the Cabinet Business Committee: 

1 note SSC will develop a risk assessment framework upon which to base decisions about 
when, how and in respect of which agencies the various levers of influence/intervention 
could be activated;  

2 note  SSC will develop options to increase intelligence gathering across the State sector 
as a whole and for targeted reporting on sectors or agencies that feature highly in terms of 
risk or potential impacts in relation to agency performance and public expenditure;  

3 direct SSC in collaboration with Treasury to develop quarterly reports for MRG which: 
- provide a State sector market overview 

- identify major risk areas 

- report on the central agencies response 

- recommend a Ministerial response. 

4 direct SSC and other central agencies as appropriate to develop strategic employment 
relations options / practical alternatives and containment strategies for Government to 
address risks associated with State services employment relations 

Increased Co-ordination 

5 note that SSC and Treasury will be working more closely together at all levels to 
ensure consistent messages and better integration of information sharing around 
employment relations risks, opportunities and appropriate responses; 

6 direct SSC to work with State employers to develop a more co-ordinated employment 
relations strategy (on a collaborative not mandated basis) that is both consistent with 
the higher level Government strategy and appropriate as a response to operational 
employment relations issues at agency level; 

7 note that SSC will continue to develop new options to facilitate co-
operative/collaborative operating within the sector; 

8 note that SSC and Treasury will review the current remunerations pressures process  in 
consultation with Departments and PSA to ensure alignment with other related 
processes and to ensure maximum benefit from the process and recommend any 
changes required; 

9 note that SSC and DPMC will jointly consider means of ensuring Ministers are aware 
of emerging employment relations risks and issues within and across portfolios; 

Enhanced Risk Management and Monitoring 

10 direct SSC to review the Bargaining Parameters and existing delegations, in 
consultation with key stakeholders, to clarify and support and necessary adjustment to 
the responsibilities and accountabilities of all players, and in particular to review 
decision making processes around funding for improvements in terms  and conditions 
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of employment, and to report the results of this work to the Ministerial Reference 
Group; 

11 note that SSC will develop an employment relations bargaining process map to clarify 
expectations of the respective roles/responsibilities of the parties; 

12 note that SSC and Treasury will develop a budget bid/capability bid process map to 
assist departments both to submit business cases and bids and to understand the 
respective roles in that process and the likely assessment criteria that will apply; 

13 direct SSC to develop an explicit bargaining feedback loop on improvements in 
performance / achievement of outcomes through bargaining and ER interventions; 

14 note that the EXG review of Crown entity monitoring arrangements will provide 
information to Ministers by the end of February 2007 on the extent to which 
departmental monitoring of Crown entities includes monitoring of employment 
relations risks; 

15 note that in this respect the EXG review of Crown Entity monitoring arrangements will 
not cover Health and Education entities whose employment relations are already 
monitored under existing statutory arrangements by the Director-General of Health and 
the Secretary of Education; 

16 direct SSC to provide advice to the Minister of State Services within a timeframe to be 
agreed on the options available to increase Ministerial oversight of Crown Entity 
employment relations; 

17 note that SSC will develop options for increasing employment relations 
capability/capacity in the State sector. 
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Final Report Appendix One  

Terms of Reference – Employment Relations Arrangements in the State Sector 

Review Context 

In recent years the Government has made a number of enhancements to its public management 
system to improve State sector performance.   
 
Further opportunities exist to review, enhance and better embed the State sector employment 
relations (ER) framework to drive performance improvements and value for money, enhance 
workplace relationships, strengthen strategic partnerships between key stakeholders, better 
manage fiscal implications, and improve information provision and advice to Ministers and 
other stakeholders. 
 
In considering current and future options, Ministers have identified specific areas where there 
may be opportunities to further improve performance and value for money.   
 
In particular, Ministers have asked officials to identify options to improve State sector ER 
arrangements including: 

• options to improve support, advice and information for key Ministers and State agencies 
and  

• opportunities for SSC to take a more pro-active role in addressing the general ER 
environment across the State. 

These objectives have been built into a more widely scoped review which the Minister of State 
Services has requested and which will review and advise Government on the most appropriate 
ER framework to ensure effective governance and management of State sector ER to enhance 
performance, productivity and workplace relationships, in the context of the current and 
changing industrial climate and significant future fiscal risks.   

Objectives of the Review 

The objectives of the review are to: 

Objective 1:  Articulate the principles and practice governing the respective roles of Ministers, 
central agencies, and employers within the current statutory framework 

Objective 2:  Identify appropriate opportunities to improve the level of support, advice and 
information provided to key Ministers and State agencies on the operation of the ER 
framework, and recommend changes that may be made to more effectively manage potential 
and actual risks, outcomes and effectiveness  

Objective 3:  Identify appropriate opportunities to enhance the role of central agencies in 
supporting effective ER arrangements 

Objective 4:  Identify appropriate opportunities (in addition to those set out in Objectives 2 and 
3 above) to improve the operation of the current ER system to improve its effectiveness in the 
context of the current and changing ER environment. 

Features of an Effective ER Framework 

An effective ER framework for the State sector will be one that achieves the objectives below.  
It is important to recognise that, at any one time, choices or trade-offs will need to be made 
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between these objectives, depending on the critical issues and challenges at the time, as there 
are inherent tensions between the objectives that must be carefully managed. 

• Supporting and contributing to the achievement of the Government’s strategic priorities 
and ER policies (including Partnership for Quality, the Employment Relations Act, pay 
and employment equity, and work-life balance), and enabling Government objectives to 
be implemented effectively. 

• Contributing to a positive and productive working environment between employers, 
employees and unions which also provides an effective mechanism for the resolution of 
conflicts and tensions arising from their differing objectives. 

• Ensuring that settlements are made within the allocated funding, and that the aggregate 
wage path is consistent with the Government’s fiscal objectives. 

• Delivery of value for money from bargained wage increases and other enhancements to 
terms and conditions through linking these to productivity and performance 
improvement. 

• Effective governance and management which delivers clear and appropriate 
accountability and transparency (both process and outcome) at the same time as 
preserving the accountability of agencies. 

• Enable Ministers to maintain an overview of the current state of ER across the sector, and 
have any emerging risks identified early enough to respond to. 

• Effectively managing service delivery risks. 

• Supporting the good employer principles of the relevant legislation. 

In scope 

This review will focus on the current ‘state of play’ of the State sector ER system (with a 
particular focus on responsibilities and accountabilities in relation to setting terms and 
conditions of employment).  The review will develop practical options for its improvement. 

Out of scope 

The work will not review the fundamental statutory framework governing state sector 
employment arrangements, but may involve recommendations for changes 

Methodology 

Objective 1:  Setting out the system’s operating principles 

The review will: 

• Set out the high level principles governing the respective role of Ministers, central 
agencies, and employers (including Public Service departments and Crown entities) 
within the current statutory framework. 

• Set out the responsibilities and accountabilities of each in the operation of the ER system, 
with a particular focus on setting terms and conditions of employment for State sector 
employees (individually and collectively). 

• Outline the shared and distinctive roles and responsibilities of each of the central 
agencies in relation to State sector ER arrangements and results, taking into account the 
lead role of the SSC. 
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Objective 2:  Improving information, analysis and advice to Ministers 
The review will: 

• Set out what information, analysis and advice is currently provided to Ministers, what 
works well, what doesn’t and why. 

• Identify practical options for Ministers to consider which will improve the provision of 
information, analysis, and advice, including the provision of advice to individual 
Ministers and to the members of the Ministerial Reference Group on State Sector 
Employment Relations. 

 
Objective 3:  Enhancing the role of central agencies 
The review will: 

• Identify what central agencies actually do to support the operation of the current ER 
arrangements with a focus on setting terms and conditions of employment - what works, 
what doesn’t work and why. 

• Identify what Ministers and other stakeholders need from central agencies to support 
better results from our ER arrangements. 

• Advise Ministers on the practical options for change in the way central agencies work 
that will improve the performance of the ER system in the State sector. 

 
Objective 4:  Identify choices for changes to the system and how it operates 
The review will: 

• Undertake an empirical analysis of the current state of the ER environment, as well as 
recent trends.  This should focus on the key indicators of the ‘health’ of the environment, 
for example stoppages, personal grievances, level of union membership, wage trends in 
both the public and private sector, and recent settlements. 

• Undertake a high level scan of ER frameworks operating in other sectors and 
jurisdictions, to contribute to the identification of possible alternative models. 

• Identify the range of policy settings, governance and management arrangements, 
processes and tools that could be utilised to positively influence the outcomes of 
bargaining and other arrangements and agreements in the State sector to deliver on the 
features of effective ER arrangements identified above. 

Stakeholder consultation 

Discussions with key stakeholders including: 
• Officials 

• Chief Executives from a selection of State sector agencies 

• PSA and other State sector unions where appropriate 

• Senior HR professionals from a selection of State sector agencies 

• Ministers 

Related Work 

The other elements of the wider Expenditure Review on State Services Productivity, namely 
the identification of opportunities to enhance workplace productivity through improved people 
management practices, and the scale of ICT spending and opportunities to focus this on areas 
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that contribute to productivity gains, are running in parallel to this work, as is a review of the 
health sector industrial relations framework.   
 
A common steering group has been established for both the employment relations review and 
the review focused on improved people management practices, and their milestones and 
timelines have been aligned to ensure synergy occurs between the two elements of work.  

The ER Operating Environment 

The way in which the ER policy settings and machinery of government are ‘calibrated’ has an 
important role to play in ensuring resources are being directed to where they can be most 
effective, with enhanced monitoring and reporting reinforcing the transparency and 
accountability necessary to maintain and improve public confidence in the sector. 
 
The role that central agencies play in providing advice and information, and monitoring 
employment relations, varies across the sector, in line with the range of policy settings and 
accountability frameworks that operate.  There are also a number of instruments of influence 
that collectively create the framework within which bargaining takes place, as well as other 
environmental factors that set the context.  There are also a range of ER policy settings and 
processes operating within the State sector, to recognise the differing levels of autonomy that 
apply to the range of agency types. 
 
From a union perspective, the current ER environment creates some challenges as unions 
attempt to meet employee expectations and influence employer behaviour in a constrained and 
complex environment.  The Partnership for Quality Agreement between the PSA and the 
Government, and specific agreements between the PSA and individual departments, create a 
framework within which there is recognition of mutual benefit and gain from the 
employee/union/employer relationship, and which has sought to create a very different ER 
environment within the Public Service. 

Timeline and Deliverables 
Review starts  1 May 2006

Description of the system’s operating principles 30 May 2006

Draft written report on system operations including what does and 
doesn’t work well and why 

30 June 2006

Consultation with key stakeholders on effectiveness of current system 
operations  

May/June 2006

Development of practical options for improvement 30 July 2006

Consultation with officials on opportunities for enhancement 15 August 2006

Draft written report to Ministers on opportunities for enhancements 
and recommendations completed 

31 August 2006

Final report submitted  15 September 2006 

Governance 

The project will be overseen by a Steering Group comprising of: 

• Suze Wilson, Deputy Commissioner, State Services Commission 

• Gerald Minnee, Principal Advisor, The Treasury 



 

 
668555_1.DOC 

5

• Helen Wyn, Policy Analyst, Department of the Prime Minister and Cabinet. 

The State Services Commission representative will chair the Steering Group. 
 
The project manager will be determined by SSC and will take day-to-day responsibility for the 
management of the review. 

Key Issues and Risks 

Risk Mitigation 

Significant differences among key stakeholders on 
the effectiveness of the current framework and the 
direction any changes to the existing framework 
should take. 

Consultation processes will provide a range of 
opportunities for stakeholders to contribute to the 
review and comment on proposed options for 
change prior to recommendations being made. 

Competing priorities, SSC resources and access 
to strategic ER expertise. 

SSC is currently seeking to recruit additional 
resource to manage these competing priorities. 

Ongoing bargaining, including significant 
bargaining this year, may inadvertently influence 
stakeholder perspectives as the environment 
evolves during bargaining. 

SSC will maintain links with departments in 
bargaining, to enable early identification of 
potential issues and appropriate strategies to 
manage these. 

Ability to balance the need to engage and consult 
constructively with unions through the review while 
still being able to provide free and frank advice to 
Ministers on current issues and future direction. 

The project timeline and consultation processes 
for this review have been developed to manage 
this issue. 
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Final Report Appendix Two  
 
Current State Sector Employment Relations Arrangements – see separate 
document



 Wider State Sector

Public Service Departments – (except Govt Communications Security Bureau*) 

Ministry of Agriculture and Forestry Department of Internal Affairs
Archives NZ Te Rua Mahara o te Kawanatanga Ministry of Justice
Department of Building and Housing Department of Labour
Department of Child, Youth and Family Services Land Information NZ
Department of Conservation Ministry of Maori Development
Department of Corrections National Library of NZ Te Puna Matauranga o Aotearoa
Crown Law Office The Treasury
Ministry for Culture and Heritage NZ Customs Service
Ministry of Defence Ministry of Pacific Island Affairs
Ministry of Economic Development Department of the Prime Minister and Cabinet
Ministry of Education Ministry of Research, Science, and Technology
Education Review Office Serious Fraud Office
Ministry for the Environment Ministry of Social Development
Ministry of Fisheries State Services Commission
Ministry of Foreign Affairs and Trade Statistics NZ
Ministry of Health Ministry of Transport
Inland Revenue Department *Government Communications Security Bureau
Ministry of Women's Affairs

Non-Public Service Departments
NZ Police
NZ Defence Force
NZ Security Intelligence Service
Parliamentary Counsel Office

Parliamentary Services

Office of the Clerk

Blue Rounded 
Rectangles

State Services 

White Round Shapes
Wider State sector (Non State Services)

Bargaining

State Sector Act 1988

s68 State Services 
Commissioner is 
responsible for 
negotiating collective 
agreements (CA’s)

s70 State Services 
Commissioner has 
delegated this to Chief 
Executives on condition
that 

- SSC are consulted  and 

- Governments 
Bargaining Parameters 
(GBP) are complied with

Bargaining

Parliamentary Services Act 2000 clause 
7 of Schedule 1 GM of Parliamentary  
Services is responsible for negotiating collective 
agreements and must consult SSC about 
negotiations

Clerk of the House of Representatives 
Act 1988, s26 Clerk is responsible for 
bargaining CA and must consult SSC 

For both, GBP form the basis of consultation

*Government Communications Security Bureau (GCSB) Bargaining 

Government Communications Security Bureau Act 2003 s34 s68 State Sector Act does not 
apply so no role for SSC.  If GCSB chooses to consult SSC then GBP form the basis of SSC advice

White Sharp Corner Rectangles
Current Bargaining Arrangements

Police Bargaining

Police Act 1958 Police Commissioner bargains s67,Sworn Members; 
s75,Non Sworn Members; s77 Senior Staff (but no CA).  Must consult SSC 
before bargaining, SSC may participate in bargaining for sworn and non sworn, 
final offer arbitration applies to sworn bargaining if no agreement reached

NZ Defence Force Bargaining

Defence Act 1990 s45 Military Personnel - Chief of Defence prescribes 
conditions, must consult SSC – ERA does not apply  s70 Civilian staff - Chief of 
Defence bargains, must consult SSC who may participate in non military 
bargaining and in prescription of terms for military

Parliamentary Counsel Office Bargaining

Statutes and Drafting Compilation Act 1920 s6A Chief Parliamentary 
Counsel must consult SSC

All except NZSIS must consult SSC and GBP form the basis of consultation 
Note final offer arbitration for Police Sworn Officers if no agreement is reached.  SSC may 
participate in Police collective bargaining for sworn and non sworn personnel and in 
Defence collective bargaining (non military) and in prescription of terms for military

NZ Security Intelligence Service Bargaining

NZ Security Intelligence Service Act 1969 s8(2) Director determines
terms;  ERA and State Sector Act do not apply 

Crown Entities

School Boards of Trustees

Crown Entity Companies

Crown Research Institutes (9)
(not covered by the State Services 
Commissioner’s integrity and conduct mandate)

Radio NZ Ltd
Television NZ Ltd
NZ Venture Investment Fund Ltd

Crown Entity Subsidiaries

Autonomous Crown Entities
(ACEs)

Alcohol Advisory Council of NZ
Arts Council of NZ Toi Aotearoa
Broadcasting Commission
Charities Commission
Environmental Risk Management 

Authority
Families Commission
Government Superannuation 

Fund Authority
Guardians of NZ Superannuation
Mental Health Commission
Museum of NZ Te Papa Tongarewa
NZ Artificial Limb Board
NZ Film Commission
NZ Historic Places Trust (Pouhere 

Taonga)
NZ Lotteries Commission
NZ Symphony Orchestra
NZ Teachers Council
Public Trust
Retirement Commissioner
Standards Council
Te Reo Whakapuaki Irirangi 

(Maori Broadcasting Funding 
Authority)

Te Taura Whiri I Te Reo Maori 
(Maori Language Commission)

Testing Laboratory Registration 
Council

Crown Agents

Accident Compensation 
Corporation

Career Services
Civil Aviation Authority of NZ
Crown Health Financing Agency
*District Health Boards (21)
Earthquake Commission
Electricity Commission
Energy Efficiency and 

Conservation Authority
Foundation for Research, Science 

and Technology
Health Research Council of NZ
Health Sponsorship Council
Housing NZ Corporation
Land Transport NZ
Legal Services Agency
Maritime NZ
NZ Antarctic Institute
NZ Blood Service
NZ Fire Service Commission 
NZ Qualifications Authority
NZ Tourism Board
NZ Trade and Enterprise 
Pharmaceutical Management 

Agency
Social Workers Registration Board 
Sport and Recreation NZ 
Tertiary Education Commission
Transit NZ

Independent Crown 
Entities (ICEs)

Accounting Standards 
Review Board
Broadcasting Standards 
Authority
Children's Commissioner
Commerce Commission
Electoral Commission
Health and Disability 
         Commissioner
Human Rights Commission
Law Commission
NZ Sports Drug Agency
Office of Film and Literature
Police Complaints Authority
Privacy Commissioner
Securities Commission
Takeovers Panel
Transport Accident
      Investigation Commission     

Statutory Entities

Crown Entity Bargaining Arrangements (including Crown Agents, ACEs, ICEs, Crown Entity 
Companys and Crown Entity Subsidiaries)

Crown Entities Act 2004, s116: If Order in Council so requires, Crown Entity must consult SSC before 
agreeing to terms and conditions in a CA (and must have regard to SSC recommendations within a reasonable time –
SSC has no role in bargaining unless Order In Council requires, but if entity chooses to consult SSC then 
Government Bargaining Parameters (GBP) form basis of advice.

*Note: Although DHBs are Crown Agents, DHB’s s116 Orders in Council cannot apply – see Schedule 3, NZ Public 
Health and Disability Act 2000. Under NZ PHD Act the CE may enter into CA but must not finalise without first 
consulting the Director General/CE of Ministry of Health 

Bargaining

State Sector Act 1988: 
s74 State Services 
Commissioner is responsible 
for collective bargaining in 
the Education Service 
including State and 
Integrated Schools and 
including registered teachers 
in Free Kindergartens (but 
Kindergarten Associations 
are not Crown entities).   

Responsibility for 
bargaining is delegated to 
Secretary for Educations 
on condition that SSC is  
consulted and that relevant 
Govt policies and parameters 
are complied with

Tertiary Education Institutions

Universities (8)  Wananga (3) Colleges of Education (2) Polytechnics/Institutes of Technology (20)

Bargaining
State Sector Act 1988 s74C  Chief Executive  of Tertiary Education Institute is responsible for collective 
bargaining but must consult SSC;  s74D CE of Tertiary Education Institute must consult SSC over 
conditions of employment for second tier staff

State Owned Enterprises

Agriquality NZ, Airways Corp, Animal Control Products, Asure NZ, Electricity Corp, Genesis Power, 
Landcorp Farm, Learning Media, Meridian Energy, Met Service, Mighty River Power, NZ Post, NZ Railways 

Corp, Quotable Value Ltd, Solid Energy, Timberlands, Transmission Holdings, Transpower

Bargaining

State Owned Enterprises Act 1986 s8: If order-in-
council so requires, SOE must consult SSC about 
conditions of employment to be included in CA.  Currently 
no order-in-council requiring consultation. If entity 
chooses to consult SSC then GBP form basis of advice Air NZ Ltd

Reserve Bank of NZ

Bargaining
No statutory SSC role

If agency chooses to consult SSC then GBP forms 
the basis of SSC advice

Public Finance Act 4th Schedule Organisations

Agricultural and Marketing Research and Development Trust, Asia NZ Foundation, 
Leadership Development Centre Trust, NZ Fish & Game Council, Regional Fish & 
Game Councils (12), NZ Game Bird Habitat Trust Board, NZ Government Property 
Corporation, NZ Lottery Grants Board, Ngai Tahu Ancillary Claims Trust, Pacific Island 
Business Development Trust, Pacific Co-operation Foundation, Railways Transferee 
Companies, Reserves Boards (26), Road Safety Trust

Bargaining
No statutory SSC role 

If agency chooses to consult SSC  then GBP forms the basis of SSC 
advice

Offices of Parliament
   Ombudsman

          Parliamentary Commissioner 
                 for the Environment
        Controller and Auditer General

Bargaining
No statutory SSC role - If agency chooses 
to consult then GBP forms basis of advice
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Final Report Appendix Three 

Consultation Feedback  

Comment 

There was reasonably limited written feedback received through the formal consultation 
process which involved the sending out of two documents that identified themes/areas of 
interest and asked for response within a reasonably short timeframe.   
 
In some cases there was material received after the deadline but the fluid nature of the process 
was such that it was taken into account in the consolidation and production of the final 
material.  
 
Generally the mail out of the information was followed up by phone calls to ensure the material 
was noted along with the timeframe.  Some people chose to simply discuss matters and give 
general impressions and verbal feedback.  One or two of these made the point that they were 
expressing their own views rather than necessarily that of their departments and we accepted it 
in that spirit but regarded it as equally valid and valuable as insight into the views of those 
operating within the system.   
 
We are generally satisfied that the themes and ideas gleaned from those sources is reasonably 
well reflected in the material when taken together. 

Opportunities for Improvement 

1 Introduction 

See scope for improvement in delivery of employment relations advice and strategies 
across the State sector, but strongly oppose further centralising of employment relations.  
The focus of increased State activity should be on encouraging collaboration, particularly 
between “like agencies” within the State sector, information sharing and sharing of best 
practice.     

2  Unified vision 

Employers’ employment relations strategies are required to recognise that within any one 
workplace staff are employed on CEAs or individual employment agreements.  The 
focus of employment relations strategies and initiatives should not just be on the union 
membership, but on the entire workforce of any entity.  An enhanced “unified vision” 
that focuses solely on union membership will be limiting.  

 
Similarly, while the PSA is a significant union in many agencies and has a special status 
through the PfQ framework, it also needs to be recognised that many agencies have other 
unions representing staff and for individual organisations the reality may be that the 
employment relations strategy needs to reflect a multi union environment (potential 
without PSA or with PSA and a minor player).  

3 Unified employer strategy 

The government’s bargaining parameters, updated periodically, set out government 
policy in respect of the bargaining as well as broader employment relations strategy. Not 
all agencies believe a unified employer strategy would be useful – each agency has its 
own particular requirements, which could be compromised in a “one size fit all” 
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approach.  Agencies have moved on from the 1970s and 1980s and there is a view that it 
would be very damaging to attempt to take the state sector back there.  This was 
consistent with the resistance expressed to centralisation in general. 

 
The highly centralised approach that governed State sector employment relations in the 
past was widely held to be a failure according to some quarters.  It is important that Chief 
Executives have the flexibility to apply employment relations strategies that meet the 
needs of the particular agency, within overall parameters set by government.  

 
There is an important need for information sharing and best practice sharing and any 
enhanced SSC focus in the future should be on continuing to facilitate this.     
 
A more strongly coordinated central policy line on the implementation of new 
employment legislation in the Public Service could assist.  For example, the 
implementation of the Holidays Act and the extra week's leave.   

4  Perceived weak employment relations capacity and capability in some entities 

This was not necessarily accepted.  An issue here would be determining by whose 
standards there is a weak employment relations capacity and capability.  Where weakness 
is established, in the short term this can be mitigated by networking and sharing of best 
practice and where appropriate, by secondment of experienced and skilled practitioners to 
agencies.  Feedback was that perception of weak employment relations capacity and 
capability in some entities should not be used as an excuse to impose a more centralised 
approach to employment relations.  Where an agency is perceived to have a weak 
employment relations capacity/capability SSC should work with that agency to address 
these deficiencies. 

 
There are risks that actions beyond this could be seen as unwanted intrusion and a loss of 
accountability on the part of the Chief Executives. 
 
Suggestions included introducing a mentoring/observation system to develop more 
employment relations expertise in the public sector and developing a lead negotiator/ 
facilitator bank i.e. list with references. 

5   There is no detailed trend analysis (i.e. at an agreement clause level) 

An analysis of trends in respect of key issues such as remuneration structure contained 
within CEA’s and leave clauses would be useful.   Clause by clause analysis would not 
be so useful.  It is preferable for individual agencies to take the initiative in sharing 
information or where appropriate to share this through forums such as the monthly SSC 
HR Forums, HR Manager Meetings or the G9 Meetings. 

Other Suggestions Included: 

Providing an analysis (in short summary) of other public service settlements when they come 
in.  The PSA is always up-to-date with other settlements and a quick reference guide would 
very useful in bargaining.  
 
Development of an agreement clause and policy bank as hours of public sector time must be 
consumed in ringing around trying to find out what others do.  Department need to do it, as the 
PSA has an easier means of acquiring the knowledge and uses it.  
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Provision of up to date remuneration information would be useful i.e. median quartiles,  
-   the 100% figure for an x sized job / officer across the bulk organisational jobs/ team leader  
Developing a case law alert system  
 
6 There is room for improvement in co-ordination both amongst the central 

agencies and across the State sector as a whole.  This is in terms of advice and 
support but also in terms of collaboration or alignment of employment relations 
initiatives 
Connections noted between this and question 3 above.  Any improvement in co-
ordination should be focused on information sharing and sharing of best practice, not in 
the pursuit of a more centralised approach that compromises the accountability and 
responsibility of chief executives.  Also noted was the potential need for greater 
interaction at a central/strategic level with unions other than the PSA. 

7 Relationships with Crown entities and others beyond the Public Service could be 
further developed or improved to enhance cohesions across the sector 
This is a complex issue as Crown entities are sensitive about maintaining their distance 
from central government within the parameters of the Crown Entities Act 2004 and the 
annual performance agreement with the Minister (or similar) that reflects the 
Government’s strategic priorities for the entity.  There is scope for better SSC interaction 
with crown entities outside the core Public Service.   

 
It was noted by one practitioner with experience of twelve years in an employment 
relations capacity in a transport sector Crown entity, that there was little SSC or 
government direction to crown agencies beyond the annual performance agreement, the 
bargaining parameters and the annual dialogue between the Chairman and SSC on the 
remuneration and performance agreement for the Chief Executive.  Similarly, there was 
little SSC co-ordinated information sharing.  They noted that the transport agencies do 
share information on bargaining strategies, particularly in respect of CEA bargaining but 
they were unsure if this information sharing occurs within other sectors.    

 
For smaller and new crown entities in particular, greater SSC facilitation may be useful.  
However, this should not be at the expense of Board accountabilities to the relevant 
Minister(s).     

 
One respondent commented that there needs to be a much clearer whole-of-sector 
strategic approach - the operational focus is fine, but the operational aspects do need to 
clearly link into the over-arching strategy (case in point, they actually thought that the 
Bargaining Parameters were the strategy). 

Other Feedback Relating to Crown Entities Included: 

• It needs to be made much clearer where Crown entities "fit" - this is quite unclear at the 
moment 

• It is unclear as to the expectation of 'linkage' and 'communications' between the role as 
HR/ER manager for the Crown entity and the SSC ER team. Some clarification would be 
very helpful 

• Did not know what the Ministerial Reference Group is – or whether they should know or 
whether they need to know? 

• The place of  the PSA PfQ is very unclear – is it "expected" or mandatory" 
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• It is difficult to know where to go for advice within SSC. 

• The Public Service Bargaining Profile would be good for crown entities to receive when 
dealing with the same union e.g. PSA.  

8 Department/agencies having to bargain with fixed nominal baselines arguably 
leaves little scope for contingencies in a flatter economy 
As a general principle it is important for an agency’s employment relations strategy 
development to be co-ordinated with the budget round and to take account of adjustments 
to baselines.  This provides a greater discipline for agencies in developing and applying 
their employment relations strategies and may require them to improve productivity or 
generate savings to fund salary increases.   

 
In a situation where agencies are forced to go outside the baseline for reasons genuinely 
outside their control, the budget process has sufficient flexibility to accommodate this.  In 
this regard, there has been an improvement in recent years.    

   
9 Work on remuneration pressures needs to be timely to fit in with the budget cycle 

and to compliment/support bargaining/people capability processes 

General agreement. 
 
10 It is unclear how employment relations behaviour fits into the performance 

management system for Public Service Chief Executives, if at all 

While employment relations behaviour may not be covered explicitly in the Chief 
Executive performance agreements, it is likely to be covered implicitly through 
performance agreement requirements linked to the achievement of government goals.  
Achievement of government goals, including those of building public sector capability, is 
in turn linked to strategic capability encompassing progressive human resources 
management of agency staff, including effective employment relations arrangements is a 
key requirement for all Chief Executives.   

  
11 The Ministerial Reference Group (MRG) is being reactivated.  This could assist 

with the objective of improving information, analysis and advice to Ministers to 
enable consistent whole of sector oversight.  The SSC will work with Ministers to 
identify the types of information they would benefit from 

This type of arrangement has existed in various formats over the last eighteen years of the 
State Sector Act era.  It is of benefit in terms of facilitating a whole of government 
approach to employment relations, particularly collective bargaining.    

  
On the Three Themes 

Increased Co-ordination: 

Agreed the need for clear messages is important- especially needed is clear delineation 
between those things that are directions and to be followed and those where there is a 
discretion.  In the past the parameters have not been as clear as they could be in this regard-  
 
Would like to see them issued at a consistent time but not as an answer to the PSA strategy but 
rather a statement of ours therefore, agree with the proposal for a collaborative approach.  
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With all things such as this it is important to assess any direction from all viewpoints i.e. large 
and small and the capability to deliver.  

 
Support for Ministers: 

Agreed that consistent reporting is valuable.  
 
Risk management/monitoring:  

Surprise expressed as to the lack of a reporting/evaluation/ accountability process.  It was noted 
by one that they have always strived to deliver a strategy that is consistent with their means and 
have come up with innovative ways to meet the funding.  They believe there is now less rigour 
having gone through an audit from treasury after a price request (in the past) to now getting 
money more easily.  Noted they think this has tended to lessen the rigour that is applied to 
some of the bargaining strategies.  
 
Support for the initiative but noted that it is not the approval of the strategy that is the issue it is 
the approval of the settlement – which they wished to avoid if possible (too micro 
management).  
 
Other Feedback  
Agree in principle with the proposed options for improvement (noting that the "real story" is in 
the detail).  The issue is broadbanding "the State sector" i.e. factors that impact on the health 
sector and the education sector can be, and are, different from those of the core Public Service 
and there can be value in disaggregation of each area within the State sector. 
 

Interviews 

Background and Overview 

We interviewed a number of selected people who had had previous, or current, involvement in 
State sector industrial relations, and/or relevant public policy, and who might be able to 
provide some insight in to what future employment relations arrangements might look like or 
potential improvements that could be made.  Interviewees were supplied with the Terms of 
Reference for the Review. 
 
The approach taken was to structure the discussions around the terms of reference and to 
follow the natural leads provided therein, but recognising that there was a range of experiences, 
backgrounds and professional expertise particular to each interviewee that shaped the 
progression of the discussion.  This enabled a richness of response that we found helpful to our 
own thinking both in terms of diagnosis of the current state and in exploration of areas for 
potential improvement. 
 
There was very little support for any recentralised bargaining regime or central pay setting, but 
generally recognition that there may well be benefits to a more collective/collaborative 
approach and that a more cohesive strategy to address common challenges could support this.  
In one interview reference was made to  “peer pressure” among Chief Executives as a 
legitimate means of managing certain threats (for example to pay precedents) as an example of 
how well a more collaborative approach had worked in the past. 
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The need for greater role clarity/collaboration/communication in regards key players and in 
particular central agency collaboration was another theme common to many of the 
conversations with Departments and professionals that had operated in the area.  There was 
also some recognition of “natural suspicion” of central agencies and the assess or monitoring 
role they play in a devolved bargaining environment where accountability for outcomes of 
bargaining and organisational performance lay elsewhere.  Juxtaposing that was the recurring 
theme that greater leadership from the centre would be welcome and could be improved – 
leading but not doing.  
 
Another theme that emerged in relation to the wider state sector was the recognition that there 
may well be other potentially adequate drivers or controls already in place that bring some 
discipline to wage control – third party revenue/competitive commercial pressures/third party 
revenue – that do not necessarily feature closer to the centre of the state.  Problem definition 
was an issue in this area. 
 
Many of the issues raised in this interview /discussion process and through the 
consultation/feedback process in general are reasonably identifiable in the identification of 
what works and doesn’t work and in the areas honed in on for improvement in the latter stages 
of the review.   
 
The following is a bullet point style synopsis of issues under broad themes, recognising that 
there are overlaps and to an extent some contradictions also. 

Relationships between the Key Players 

• Is there sufficient leverage of the relationship between SSC (Employment Relations and 
State Sector Performance Specialists) and Treasury to identify areas of need? 

• Review ability to deliver to the public and ministers’ expectations (capability, quality, 
quantity, culture, attitude, management, cross department collaboration).  

• Could be analysis/advice to Ministers about the range of interventions/modifications/ 
levers they could use and the criteria for determining or deciding whether and when and 
how to use them. 

• It’s surprising (in terms of efficiency and economy) that multi-party contracts cannot be 
achieved, or that more than one union has coverage is some areas, such as Corrections. 

• A key role of the SSC is to provide assurance to Ministers that the Public Service is fit to 
do the business of government both now and in the future. 

• Good employer principles should be over-arching (because of the legal requirement, and 
because of the need for the state to take a lead). 

• SSC as central repository of employment relations knowledge in the state. 

Fiscal Arrangements 

• Treasury and SSC need to be “on the same page” re proposed settlement costings and 
approval/draw down processes. 

• There is a catch in cash limits. More needs to be done to identify what “value for money” 
means in this context.    

• You can only get away with funding from within baselines for so long before the impact 
is negative and the gains/saving of such an approach erode.  Fixed baselines may actually 
decrease productivity over time as pressures increase wages but decrease outputs to pay.   
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• Should baseline funding be set for three year periods?   

• Are there sufficient incentives in the budget process to hold the line?  Is there a link 
between budget setting and wage movements in the state?  How is the link between 
remuneration and the budget set? 

• Where there are Board structures, are Boards prepared to grapple with the difficult issues 
such as organisational efficiency and is this compromised where Board members 
themselves are advocates for those that are the subject of the deliberation? 

Central Agency Co-ordination 

• Improve the quality of information transfer/communication between agencies 

• SSC should offer advocacy capability or develop ways to develop a credible pool 

• Resist a consultancy model but is there enough assist/support  

A Strategic Approach 

• Supported, but needs to take account that for some departments the majority of staff are 
on IEAs and needs to be flexible enough to accommodate the differences between 
departmental needs and capability, and in some cases resources.   

• There may be a perceived unevenness of resources – are resources being targeted to 
needs. 

• Internal State sector competition for employees, poaching escalation of remuneration 
(secondments-skill data base, differently structured agencies, super scheme versus 
budget). 

• If a cost-benefit analysis was conducted on the present employment relations system it 
might provide some clues for improving efficiency and economy, as well as 
effectiveness.    

• One approach would be to develop a risk profile on which agencies to target taking 
account of the size of their resources/impact potential/union coverage/govt strategic 
direction/e.g. pay and employment equity/capability/where will impact hit hardest with 
real options put to government to respond potentially including structural or 
organisational options.  

• Lack of strategic planning – is there a whole of sector approach or are we pulling in 
different directions. 

• What about the wider State?  Is there sufficient intelligence and collaboration?  Problem 
definition - Do we even know enough to decide if there is an issue that needs addressing 
(arguably an issue in itself). 

• Is there too much emphasis on PfQ and PSA to the detriment of others for example 
where PSA is not present or relevant? 

• Is there sufficient collaboration within the sector in general – competition for labour 
should be with the private sector not with each other?  Support for co-operation rather 
than coercion using Chief Executive’s forums for example to harmonise approaches to 
issues. 

• Are Crown entities a law unto themselves?  Who controls them? 
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Information on Improvement in Outputs/Outcomes from Settlements 

• We gather lots of information-what do we do with the info-do we use it to inform 
strategies to respond to trends identified-do we analyse and identify trends and then ask 
appropriate questions, or more importantly, look to see whether the questions are being 
asked (even if we don’t ask them ourselves).  

• Is there any assurance process around costs of settlements/flow on to other state agencies 
and beyond?  

• Is there sufficient sharing of intelligence and sharing of information about what’s going 
on – settlement information and trends to inform those entering bargaining.  Database? 

• Need to educate Chief Executives and HR/ER professionals as to how the environment 
works and clarify roles/responsibilities/expectations. 

Other 

• Lack of capacity and capability across the system, not only in employment relations and 
HR but also in terms of general management skills – one interviewee reflected on 
whether some departments do enough for themselves before involving external advocates 
in terms of planning and integration with wider HR strategy 

• Is SSC well enough resourced to respond to the size/scope of any redefinition or to meet 
the demands of the environment? Even if SSC is not “at the table” is it well enough 
positioned to make judgements about expertise/need analysis or to activate risk 
mitigation strategy  

• Need to build leadership capability 

• Need a “future orientated” employment relations framework 

• Recognition of key values 

• A psychological contract  

• The notion of a split between the Machinery of Government functions of SSC on the one 
hand and the Office of the State Services Commissioner as “State employer” was floated 
by one interviewee 

• Question of whether or not the system had been re-evaluated/recalibrated sufficiently to 
take account of changes over time or whether some aspects were still geared to other 
disciplines of their time – such as bulk funding in schools which no longer is in place. 

• Question of defining state capability – what is capability? Is it delivery of outputs? 

 



Final Report of Expenditure Review of Employment Relations Arrangements 
in the State sector - Appendix Two 

Current State Sector Employment Relations Arrangements 

Introduction 

1 The purpose of this paper is to present to Ministers “the whole picture” in relation to 
employment relations arrangements and in particular collective bargaining in the 
State sector. 

2 It is unlikely that Ministers have been presented with a complete picture for several 
years, as the approach has evolved over time.  It may therefore be that certain aspects 
of the model no longer accord with Ministers’ expectations. 

3 The paper is broken into five parts: 

 Part One provides some introductory comments about the present employment 
relations arrangements, and provides Ministers with a high level overview of 
the respective roles of Ministers, SSC and other central agencies and the 
employer. 

 Part Two sits alongside Appendix One a pictorial representation of the 
current statutory framework as regards collective bargaining in the State sector.  
Although Ministers have no direct role in bargaining, this Part provides a sense 
of the allocation of responsibility and accountability specific to the collective 
bargaining roles.  It also provides the point of reference in terms of structuring 
the discussions that follow by putting into context the statutory bargaining 
picture for easy reference when considering the various subgroups within the 
sector. 

 Part Three is a narrative of the operation of the statutory framework 
identifying for Ministers the ways in which the bargaining process and 
monitoring or consultation with central agencies plays out in practice.  
Potential points of interest are identified for future consideration. 

 Part Four describes the role of Ministers under the present employment 
relations arrangements and Ministers’ points of interface/influence in that 
regard, along with again identifying some areas that may be of potential 
interest for future consideration. 

 Part Five outlines for Ministers the various aspects of central agencies’ roles 
in employment relations and their points of interest and influence in State 
sector bargaining.  It provides an overall context and then outlines the 
processes and approach taken by SSC and Treasury.  
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Part One - The High Level Overview for Ministers  
Part One provides some introductory comments about the present bargaining picture, and 
provides Ministers with a high level overview of the respective roles of Ministers, SSC, 
other central agencies, and the employer. 

The present bargaining picture 

4 The framework within which employment relations operate in the State sector is 
multifaceted with a complex array of powers, processes, and influences affecting the 
Government’s ability to manage its interests.   

5 At the level of statutory powers relating to the responsibility for collective bargaining 
and setting pay and conditions, the situation is relatively clear cut:  the Employment 
Relations Act applies with some additional/alternative responsibilities and 
accountabilities overlaid via the State Sector Act and other legislation focussed on 
entity types such as the Crown Entities Act and State Owned Enterprises Act, or on 
particular areas within the State sector such as the Police Act, Education Act, 
Defence Act etc. 

6 What is less straightforward however, are the linkages and interrelationships between 
the activities, interests, accountabilities and responsibilities of the key stakeholders 
and participants as bargaining takes place and the degree to which the various players 
are empowered or mandated to affect the outcomes, directly or indirectly.  

7 The relationships between the various State entities and the executive branch of 
Government are significantly more close or direct the nearer to the centre and this is 
reflected in their statutory governance and management arrangements and their day-
to-day modus operandi, including the degree to which they are provided with 
guidance, support, advice and/or may be subject to direction or influence by, or from, 
executive Government and/or central agencies.  

8 As one “travels” further from the core Public Service in the centre, through non-core 
public service departments, Crown entities of various types and beyond, to the wider 
State sector including State owned enterprises, the less direct the involvement of the 
Cabinet and instruments of Government become.  Equally, the more indirect and 
more subtle, the levers for Government influence become in respect of employment 
relations and collective bargaining. 

9 Terms and conditions of employment in the State sector are set through both 
individual and collective agreements and there may be different influences and levers 
available depending whether or not there is an applicable collective agreement in the 
workplace at all and if so what the coverage is. 

10 While a large group of State servants are ‘covered’ by collective agreements, by no 
means all are.  Where agencies have collective agreements they rarely cover all staff, 
and some agencies in the Public service and the wider state sector have no collective 
bargaining at all.  That said, the reality is that the collective bargaining where it 
exists will set the minimum terms and conditions for all those whose roles are within 
coverage, even if not represented in the bargaining.    
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11 Also, some important employment related benefits, like the State Sector Retirement 
Savings Scheme, are established without reference to employer-based bargaining 
processes.  Other significant Governmental initiatives such as Working for Families 
and student loan interest payment policy can have a direct impact on some State 
servants’ incomes.  However, although these may well be significant areas of 
Government expenditure and must therefore be taken into account in terms of what is 
“available” for pay rounds, the realities of the bargaining environment are such that 
employees, and to an extent unions, may well discount or disregard these other areas 
of Government expenditure/cost in the bargaining forum.  Wage expectations are 
driven by a multiplicity of factors. 

12 A further point worth noting is that not all Public Service departments bargain 
collectively over the actual pay rates that are applied in their Departments, although 
all collective agreements will have some reference to remuneration in terms of the 
linkage to policy or remuneration processes that ultimately determine the rates or 
ranges applicable.  

13 Most Public Service departments operate remuneration systems that apply uniformly, 
either across the whole department or for particular occupations or work groups 
within the department, or may have a consistent remuneration policy but operate 
different processes (in terms of progression criteria, salary ranges, and use of 
particular market survey and other data) for different occupations or “job families”.   

14 These different systems, however, will apply to all relevant employees, irrespective 
of whether or not a collective agreement is in place.  This is because the department 
does not want different remuneration systems applying for employees who perform 
similar work – that would be more difficult and costly to manage and administer, and 
it could result in inequities as between employees. 

15 Many departments with collective agreements are required (often by express 
provision included in the collective agreement itself) to engage or consult the union 
over the annual market review and salary adjustment process.  Any resulting 
remuneration change would then apply across the department, not just to union 
members covered by the collective.  Even where the collective does not apply, 
departments will generally have a consistent policy/approach to the determination of 
appropriate ranges/rates relative to market and other considerations. 

Respective roles of key players 

16 An overview of the roles of key players in the employment relations setting in the 
State sector is outlined below.  The generalities expressed at this early stage are 
moulded into a more meaningful picture later in the paper, but the intention in 
presenting this overview at this point is to provide a helicopter view of State sector 
bargaining arrangements. 

Government/Ministers (in brief) 

17 Government sets the statutory and regulatory environment and policy settings within 
which the system functions.  As the primary source of funding, Government also 
provides the financial means employers rely on to address wage pressures.  Ministers 
are also best placed to convey the Government’s overall fiscal situation, its 
expectations of performance/productivity improvements in the State sector, and the 
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expectations they have of State sector employers, all of which influence employee 
and union expectations.  

18 Ministers are responsible for their departments’ Crown entities, and State owned 
enterprises, in terms of policy settings, reporting arrangements (SOIs, annual reports, 
etc), and in relation to statutory accountabilities in some cases, but have no direct 
role in either the employment relations management within individual entities or the 
collective bargaining that features so prominently in the bottom line/costs. 

19 A reasonably settled and oft referred to principle is that Ministers do not intervene or 
interfere with day to day management of Departments or other State entities, the 
separation becoming even more stark and distinct the further from the centre one 
considers. 

20 The main points of intervention for Ministers currently in terms of the actual 
operation of employment relations in the State sector, in no particular order, are: 

 Fiscal; 

 Approval of the Government’s Bargaining Parameters that form a condition of 
the State Services Commissioner’s delegation to departments (for core Public 
Service departments only in practical terms); 

 Indirect means of management through the various accountability mechanisms 
such as SOI's.   

21 Ministers obtain information analysis and advice about State sector bargaining from 
a variety of sources, with SSC, Treasury, Ministry of Health and Ministry of 
Education being the agencies that provide a “sector” view for the respective sectors, 
and Treasury able to provide a view of the fiscal aspects.  Currently, no single 
agency provides comprehensive advice to Ministers across the whole of 
government’s interests in employment relations.  Additionally, there is no “whole of 
sector” government policy statement (or similar instrument) in place to express the 
Government’s interests, expectations or priorities. 

22 In some cases, the budget line/collective bargaining relationship is reasonably direct 
and visible, as in the cases of Education sector teacher bargaining and the Health 
sector where funding and bargaining outcomes are in inevitably and inextricably 
linked.  In others, the linkages are not as direct or visible and other means of 
influence or involvement come into play.  These other current and potential levers 
are discussed later in this paper as appropriate to the respective parts of the sector. 

SSC role (in brief) 

23 SSC on behalf of the Commissioner is the central agency with primary responsibility 
both for performance of departments in the Public Service and of Chief executives in 
the performance of their roles.  The SSC is Ministers’ principle advisor on the 
legislative settings for, and operations of, the employment relations system in the 
State sector; and on machinery of government issues. 

24 The Commissioner is responsible for Chief executive performance in the State 
services and for people capability and collective bargaining in the core Public 
Service, but has delegated the latter to Chief executives of Departments.  
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25 The Commissioner has responsibility for collective bargaining for teachers, but has 
delegated that responsibility to the Secretary of Education.  Specific expertise and 
resources relating to employment relations and collective bargaining in the education 
sector have followed that delegation, those resources previously having resided in the 
SSC.   

26 In the health sector, the NZ Public Health and Disability Services Act requires 
DHB’s and other health sector Crown entities to consult with the Director General of 
Health about collective bargaining.  The sector monitoring and ER expertise and 
resources sit with the Ministry of Health. 

27 The Crown Entities Act allows the Commissioner to have a role in relation to 
collective bargaining in other Crown entities subject to the making of an Order in 
Council. 

28 The SSC role is most influential in relation to the core Public Service only, through 
the approval of bargaining strategies that must comply with Government’s 
Bargaining Parameters.  The SSC at present has no powers in relation to bargaining 
in most Crown entities including the District Health Boards, and its powers in 
relation to the education sector have been delegated to the Ministry of Education.  

Other central agencies (in brief) 

29 Treasury’s core work is to monitor and manage the financial affairs of the Crown and 
to provide fiscal and economic policy advice to Government.  Treasury’s interest in 
employment relations, particularly pay bargaining, flows from an interest in fiscal 
management and the overall efficiency and effectiveness of the State – both are 
potentially affected by big input cost drivers.   

30 Treasury is interested in both overall payroll movement - changes to both the 
numbers of people employed and what they’re paid (i.e. both price and quantity); and 
productivity – the value of the goods and services produced in relation to the 
expenditure.  Whether bargaining is individual or collective is not as important to 
Treasury. 

31 Treasury shares with the SSC a more generalised interest in public sector 
performance and productivity and this underlies a lot of Treasury thinking and 
engagement.   

32 The Department of Prime Minister and Cabinet have no specific role in employment 
relations per se, but may well become involved where significant areas of risk arise.  
The Department of Labour has no specifically mandated role in the State services, 
except as is implied in the State services operating as a subset of the wider 
statutory/regulatory environment and in some areas where joint initiatives with SSC 
occur relating to State sector employers. 

Employers (in brief) 

33 In all cases in the State sector, other than Education compulsory schools sector 
teacher bargaining, employers conduct their own bargaining (subject to some 
constraints such as the Government’s Bargaining Parameters for Public Service 
departments) and are responsible for the outcomes in terms of the overall 
performance of their entity.  The accountability mechanisms and degree of influence 
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from the centre depends upon the type of agency and the statutory provision under 
which it is constituted or operates.  

34 This reflects the present policy settings whereby the interests of the State as notional 
employer are no longer sought to be achieved through the Commissioner actually 
standing in the place of the employer as was the case before the State sector reforms 
in the late 80’s. 

35 In essence the model is that of bargaining authority being with the actual employer, 
either delegated or directly by statute, but with core Public Service employers 
subjected to a greater degree of control/scrutiny than Crown entities.  Education and 
Health are special cases and their sector agencies take a direct interest in collective 
bargaining. 
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Part Two – The Statutory Framework for Bargaining 
Part Two sits alongside Appendix One, a pictorial representation of the current statutory 
framework as regards collective bargaining in the state sector broken down into broad 
areas of interest:   

 Public Service departments 

 Non Public Service departments 

 Police 

 NZ Defence Force 

 NZ Security Intelligence Service 

 Parliamentary Counsel Office 

 Parliamentary Services 

 Office of the Clerk 

 Crown entities generally 

 District Health Boards (DHB’s) 

 Education Service 

 Wider State sector including SOE’s  

Although Ministers have no direct role in bargaining, this Part provides a sense of the 
allocation of responsibility and accountability specific to the collective bargaining roles.  It 
also provides the point of reference for Ministers in terms of structuring the discussions 
that follow by putting into context the statutory bargaining picture for easy reference when 
considering the various subgroups within the sector. 

The current statutory framework (Appendix One) 

36 Attached as Appendix One is a pictorial representation of the statutory bargaining 
arrangements in the State sector.  The picture identifies the entity by type or 
character and provides a commentary as to the statutory bargaining arrangements that 
apply for each, identifying what role, if any, central agencies (SSC) are currently 
mandated to play by statute in the bargaining forum.  The picture also serves as a 
useful basis on which we can examine/discuss the various segments of the sector in 
the subsequent parts of the paper.   

Public service departments  

37 Under section 68 of the State Sector Act, the State Services Commissioner is 
responsible for negotiating collective agreements within the Public Service.  The 
Commissioner has delegated this responsibility to Chief executives on the condition 
that they consult SSC and comply with the Government’s Bargaining Parameters.  
Consultation takes place between Departments and the SSC, principally via SSC’s 
Employment Relations (ER) team who works in conjunction with the State Services 
Performance Specialists and Deputy Commissioners to enable an appreciation of 
organisational context as regards the bargaining specifics. 
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38 An exception to this is the Government Communications Security Bureau (GCSB), 
which, under its own Act of Parliament, is exempted from section 68 of the State 
Sector Act for policy reasons.   If GCSB should choose to consult SSC (as some 
“non required” entities do), then the Bargaining Parameters would form the basis of 
SSC assessment and advice.  In practice, GCSB does consult SSC as appropriate and 
does comply with the Government’s Bargaining Parameters. 

Non-public service departments  

Police  

39 Under the Police Act, the Police Commissioner conducts the bargaining and must 
consult the SSC.  The State Services Commissioner may participate in the 
bargaining, but this facility is not activated.  In the event of an agreement not being 
reached between the parties to the bargaining, final offer arbitration applies in 
relation to bargaining for sworn members, but not for civilian staff.  Civilian staff do 
not have access to final offer arbitration, but do have the normal industrial levers 
available to them in the form of industrial action, those levers not being available to 
sworn members.  The SSC and central agency engagement with Police over 
bargaining is similar in practice to that applying in the core Public Service. 

NZ Defence Force 

40 Under the Defence Act, the Chief of Defence prescribes the conditions for military 
personnel and does so after consultation with the SSC (the Employment Relations 
Act does not apply in respect of military personnel).  In relation to civilian staff, the 
Chief of Defence conducts the bargaining and is required to consult SSC as part of 
that process. 

NZ Security and Intelligence Service 

41 Under the NZ Security and Intelligence Service Act, the Director determines the 
terms of employment and neither the Employment Relations Act nor the State Sector 
Act apply. 

Parliamentary Counsel Office 

42 Under the Statutes and Drafting Compilation Act, the Chief Parliamentary Counsel 
must consult the SSC in relation to collective bargaining, however the Office has no 
history of collectivism. 

Parliamentary Services and Office of the Clerk 

43 Under the Parliamentary Services Act and under the Clerk of the House of 
Representatives Act, the General Manager of Parliamentary Services and the Clerk 
of the House respectively are responsible for the collective bargaining in relation to 
each of their departments, but must consult with the SSC.  In both cases the 
Government’s Bargaining Parameters form the basis of the consultation and in 
practice the engagement with SSC over bargaining matters is essentially the same as 
for Public Service departments.   
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Crown Entities  

44 Under the Crown Entities Act, collective bargaining is generally the domain of the 
employer without an obligation to consult with SSC (or any other central agency) 
unless there is an Order in Council under section 116 of that Act requiring them to 
do so, or unless they are one of the special cases in Health or Education identified 
below.  The Order in Council mechanism has not been used since the Act came into 
force in January 2005 (previously a variety of statutory arrangements applied). 

45 See our note on Crown entities treatment in this paper at para 89.  

District Health Boards (DHB’s) 

46 DHB’s are Crown Agents and conduct their own bargaining as employer, but under 
the NZ Public Health and Disability Act are required to consult with the Director 
General of Health prior to entering into a collective agreement.  

47 The consultation therefore takes place between the DHB’s and the ER team at the 
Ministry of Health who perform a very similar role to that performed by SSC’s ER 
team in relation to collective bargaining in the Public Service.  The section 116 Order 
in Council mechanism referred to earlier cannot be applied to DHB’s.   

Education 

48 Under the State Sector Act, the State Services Commissioner is responsible for 
bargaining in State and integrated schools.  The Act permits delegation of this 
responsibility from the State Services Commissioner to the Secretary for Education 
and this has occurred on condition that SSC is consulted and relevant Government 
policies and parameters are complied with.  

49 Collective bargaining in respect of registered teachers employed by Associations 
within the Free Kindergarten sector, as part of the Education Service, is also 
delegated to the Secretary for Education from the Commissioner.  

50 Chief executives of Tertiary Education Institutions are responsible for their own 
collective bargaining under the State Sector Act but must consult with SSC.  They 
are also required to consult SSC over conditions of employment for second-tier staff. 

Wider State Sector Including State Owned Enterprises (SOE’s) 

51 In the wider State sector, including State Owned Enterprises and Air New Zealand, 
the Reserve Bank of New Zealand, Offices of Parliament and the organisations listed 
in the Fourth Schedule of the Public Finance Act, all bargaining is generally the 
responsibility of the employer without any statutory requirement to consult SSC. 

52 In practise, some of these wider State sector entities seek SSC advice and guidance 
regardless; the Government’s Bargaining Parameters form the basis of SSC’s advice.   

53 An Order in Council may be passed requiring an SOE to consult with SSC over 
conditions to be included in a collective agreement, but no such Order in Council has 
been passed. 
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Part 3 – The Current Operation of the Statutory Framework  
Part Three is a narrative of the operation of the statutory framework identifying for 
Ministers the ways in which the bargaining process and monitoring or consultation with 
central agencies plays out in practice under the following headings: 

 Core Public Service 

 The Instrument of Delegation (Appendix 2) 

 The Government’s Bargaining Parameters (Appendix 3) 

 Comment on the Delegation and Government’s Bargaining Parameters 

 Accountability for Bargaining 

 Non Public Service Departments 

 Crown entities (but note Education and Health Exceptions) 

 Crown entity consultation 

 Education Service (School Boards of Trustees, Registered Teachers in 
Kindergartens, Tertiary Education Institutions) 

 District Health Boards 

 Ministerial interest in Health and Education 

Core Public Service 

54 In the Public Service, the Chief executive is the employer and is responsible for 
employment matters, decisions about individual employees, and the overall operation 
and performance of the department.  However, Government’s ownership and 
financial interests and public policy objectives are recognised and protected through 
the State Sector Act imposing a range of obligations on Chief executives as to the 
management practices of the entity.  This includes personnel management 
expectations (good employer, EEO etc) and the allocation of responsibility for 
collective bargaining to the State Services Commissioner, rather than the employer.   

55 In practice, as noted in Part 2, the Commissioner has delegated the collective 
bargaining function/responsibility to Public Service Chief executives under section 
70 of the State Sector Act. 

56 Appendix Two is the current template instrument of delegation to all new Public 
Service Chief executives and the delegation to the Secretary for Education in relation 
to bargaining in the compulsory education sector – discussed under Crown Entities.  

57 Appendix Three is the Government’s Bargaining Parameters.  We note here that the 
Bargaining Parameters have evolved over time – there has been no “blank sheet” 
analysis of these in recent years. 

  

The Instrument of Delegation in the public service (Appendix 2) 

58 The delegation from the State Services Commissioner to Public Service Chief 
executives is subject to conditions:  
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a To negotiate in accordance with Government policy and to comply with the 
Government’s Bargaining Parameters; 

b To consult SSC (in practise the ER team) on the preparation of a  bargaining 
strategy and during the course of negotiations; 

c To consult SSC on the anniversary of an expired collective; 

d To act in good faith; 

e To take into account the PfQ Agreement between the Government and the 
PSA; 

f To not sub-delegate this power to enter into a collective agreement without first 
obtaining the Commissioner’s written approval. 

59 Paragraph 5 of the delegation relates to the negotiation process and appointment of a 
team to actually negotiate on behalf of the Chief executive, making clear the role and 
authority of the bargaining team at the outset of bargaining.  The Department’s lead 
negotiator should be given the Chief executive’s authority to settle at the table, but 
the Chief executive cannot sub-delegate responsibility for final sign-off of any 
agreement reached without the written approval of the Commissioner in accordance 
with condition e above.  

60 The template was revised in late 2000 to bring it into line with the Employment 
Relations Act, and was updated again in 2003 to take account of the renewed PfQ 
Agreement signed between Government and PSA in November 2003. 

61 The rationale for the delegation is that accountability for performance of the 
department and for employee performance, and accordingly the setting of pay and 
conditions through collective bargaining, should lie with the Chief executive, rather 
than the Commissioner.  This notion of assigning accountability to the Chief 
executive as the employer is consistent with the New Zealand model of public sector 
management.   

The Government’s Bargaining Parameters (Appendix 3) 

62 The Government’s Bargaining Parameters are a mechanism by which the 
Commissioner can help ensure the proper exercise of the delegated functions and 
powers.  Compliance with the Parameters is a condition of the delegation to Public 
Service Chief executives.  

63 The Parameters were introduced as a consequence of the State Sector Act reforms (in 
1988) when Chief executives became separate employer entities responsible for 
employing their own staff.  In practise however, and over time, the application and 
content of the Parameters have expanded.  For example, they now include some 
general Government policy and expectations on employment relations issues.   

64 The Parameters were last revised with effect from May 2005.  They have evolved 
over a long period.  More recently, they have been the subject of consultation with 
the PSA as a consequence of the PfQ Agreement between the PSA and the 
Government (for example, the PSA was consulted over the revised Parameters in 
2001, 2003 and 2005), although reciprocal rights do not apply in regards government 
or SSC consultation with PSA over the equivalent PSA sector wide bargaining 
strategy.   
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65 The Parameters are used by SSC in its assessment of Departments’ bargaining 
strategies.  They provide a means through which the Government can potentially 
influence the overall direction or shape of collective bargaining in the Public Service.   

66 The Parameters are not detailed or prescriptive in nature, and they do not stipulate 
outcomes.  Rather the Parameters provide Departments with current thinking on a 
range of issues that they are expected to consider and reflect in their bargaining 
strategies and practise.  The Parameters also provide a template on which to base 
departmental bargaining strategies, ensuring that proper consideration is given to a 
range of issues or matters of interest to the Government from a policy perspective.   

67 Although the Parameters formally apply to collective bargaining in the Public 
Service, departments are also expected to apply the same policies and expectations to 
negotiating/setting terms and conditions of employment generally (i.e. including for 
employees not covered by collective bargaining).  This is consistent with the 
provisions of the Employment Relations Act that support this approach by requiring 
new employees to be offered the same terms as any applicable collective agreement 
when first employed as a minimum offer.  

68 Even where the Bargaining Parameters do not formally apply through statute or 
delegation, they are still applied by the SSC as the basis of advising and informing 
other agencies who may approach SSC for advice/information.  They set out what is 
considered to be good practice for a State-funded entity. 

Comment on the delegation and Governments Bargaining Parameters 

69 Both the delegation itself, and the conditions upon which bargaining is delegated are 
choices or policy decisions reflecting previous decisions as to the manner of 
operating, rather than being a requirement or function of the statutory framework per 
se, although importantly, the statutory framework explicitly enables this to occur.   

70 Equally, the content of the delegations (conditions) and the substance of the 
Parameters that must be complied with are matters of policy depending upon the 
depth and breadth of reach that the Government has elected to apply and the policy 
objectives sought to be achieved.   

71 They are the Parameters set by the Commissioner and are a condition of the 
delegation to Departments, rather than being directly set down by Government.  In 
practice, Cabinet approves the Parameters on the advice of the Commissioner. 

72 Delicate balance in setting these must be had with the convention that Ministers do 
not interfere with day-to-day operational matters on the one hand and the overall 
responsibility the Minister has for the performance of the Department at a macro 
level on the other.   

73 There is also a degree of tension between the requirement to comply with the 
Parameters and the degree to which the Parameters and the conditions of delegation 
themselves arguably disempower the employer or the Commissioner in the exercise 
of their responsibilities, by pre-determining policy.     

74 That said, the current relatively low level of specificity within the Parameters 
arguably complements the present approach to accountability in allowing employers, 
in consultation with the Commissioner, to arrive at their own outcomes, but without a 
completely carte blanche approach either, hard lines being drawn around a 
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reasonably narrow range of matters for which approval must be given.  Even in the 
case of matters outside the Parameters, there is no absolute prohibition, the 
requirement being to seek approval and have the case considered relative to the 
individual circumstances and the range of other considerations that may be brought 
to bear, including flow on effects etc. 

Accountability for bargaining 

75 The State Services Commissioner still retains overall accountability for collective 
bargaining in the Public Service notwithstanding the delegation.  The delegation by 
statute does not absolve the Commissioner from the statutory responsibility for 
bargaining, but rather affords a manner in which it may be exercised – i.e. by 
delegation to the Chief executive.  This is consistent with the current policy 
positioning that seeks to ensure that accountability for managing staffing costs and 
employment relations in general rests with Chief executives.  

76 Chief executives are held accountable for the manner in which they perform the 
delegated functions and powers in keeping with their responsibility to the 
Commissioner, who by statute is required to hold them to account for their 
performance generally.   

77 In theory, the Commissioner could revoke the delegation at any time or alter the 
applicable conditions to fit a particular circumstance, although in practice this has not 
been the case in even very challenging circumstances.   

78 The SSC is the central agency with the legislative mandate to monitor and shape 
employment relations settings at a high level, and to influence its operation within 
Departments as recognised in the statutory responsibility for bargaining which it 
retains, notwithstanding the delegation of the task to Departments.  

79 The consultation that SSC engages in with Departments over bargaining and 
employment relations strategy is merely one constituent part of the wider 
responsibilities that the Commissioner has for performance of the Public Service as a 
whole and to that extent should not be seen in isolation from the wider view and the 
integration of the bargaining into the wider People Capability initiatives and 
individual entities’ own People strategies.  Discussion of the SSC role and the role of 
other central agencies is found in Part 5 of this paper.  

Non-Public service departments 

80 In non public service departments, employment relations and collective bargaining in 
particular operate under the auspices of the legislative provisions outlined in Part 2, 
but in many respects operate in similar fashion to the core Public Service.   

81 The employer in each case bargains collectively as provided for by their respective 
statute, and consults with the SSC as required under the relevant statute, rather than 
as a function of the delegation process that applies to Departments. 

82 The exception to this is the NZ Security Intelligence Service where for public policy 
reasons the Employment Relations Act and State Sector Act do not apply – in effect 
there is no collective bargaining.  Also, although in the case of military personnel the 
Chief of Defence Force “prescribes” conditions rather than “bargains”, there is still a 
requirement to consult SSC. 
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83 Another noteworthy framework difference is that Police collective bargaining 
operates under its own sub-framework that prohibits industrial action and makes 
provision for final offer arbitration in relation to sworn officers.  This creates its own 
unique dynamics as to collective bargaining behaviour that is in part a function of the 
framework and arguably is also in part a reflection of the uniqueness of the sector – 
constitutionally in terms of the independence of the constabulary and socially and 
politically in terms of public favourability and the essentiality of their service, and 
consequently industrially. 

84 Departments’ engagement with SSC, and SSC’s monitoring of collective bargaining 
processes, occurs through similar means and processes as for core Public Service 
departments.  The Government’s Bargaining Parameters form the basis of this 
engagement, albeit without the statutory delegation that is part and parcel of the 
Public Service collective bargaining framework.   

85 The context of the Parameters’ application is logically different given the particular 
interests and dynamics of the individual departments and the industrial and political 
realities of the various settings and the public interest drivers, especially in Police 
and Defence.   

86 The central agencies’ roles are also much the same as they are for the core Public 
Service, with SSC being the overall monitoring agency that is consulted in the 
process, and Treasury providing the financial/budget support in the budget process 
where scrutiny is applied to the budget bids. 

Crown entities (but note Education and Health exceptions) 

87 There are five categories of Crown entity: 

 Statutory entities established under or by an Act  

 Crown entity companies incorporated under the Companies Act that are wholly 
owned by the Crown  

 Crown entity subsidiaries incorporated under the companies act that are wholly 
owned by Crown entities  

 School boards of trustees 

 Tertiary education institutions. 

88 The statutory entities are divided into three different types: 

 Crown agents which must give effect to Government policy when directed by 
the responsible Minister 

 Autonomous Crown entities which must have regard to Government policy 
when directed by the responsible Minister 

 Independent Crown entities which are generally independent of Government 
policy. 

89 Note that in relation to Crown entities we will mostly refer to Crown entities 
generally, other than where we specify particular cases as in Boards of Trustees or 
District Health Boards, both of which are Crown entities but which are treated in 
ways that depart from others.  In the event that there is an appetite to further consider 
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individual categories or types of Crown entity in terms of Part Two of the Review, 
then the requisite degree of specificity will be brought to bear.   

90 Crown entities make up a significant portion of the State sector and for the most part, 
are effectively without active monitoring by SSC or other central agencies as to the 
employment relations settings particularly collective bargaining. 

91 In general terms, Boards of Crown entities are appointed, and may be removed by 
their responsible Minister in accordance with the Act.  The performance of the 
Crown entity is monitored on the Minister’s behalf by the respective monitoring 
departments.  Boards are accountable to the responsible Minister.  Boards are 
responsible for appointing a Chief executive, and the entity must consult the 
Commissioner in accordance with section 117 of the Crown Entities Act on terms 
and conditions for the Chief executive.  

92 Crown entity employers generally undertake collective bargaining in their own right, 
but note the variations in regards to Health and Education discussed elsewhere.  Note 
also as explained in paragraph 93 below that there is a provision under which 
consultation with SSC over collective bargaining may be required but as yet this has 
not been used.  

Crown entities consultation  

93 Prior to the 2004 Crown entity reforms, there were a variety of statutory 
arrangements dealing with collective bargaining.  Some Crown entities were required 
by their governing statute to consult SSC as a matter of course, some were not, and 
the nature of the consultation obligation (where it existed) also varied.  The Crown 
Entities Act revoked all of these specific provisions.  However, section 116 of that 
Act enables an Order in Council to be made requiring an individual entity to consult 
with SSC over collective bargaining. 

94 This change followed a review over several years of the Crown entity 
reporting/accountability arrangements.  It was determined by the Government that 
the previous inconsistency of approach should be remedied.  Consultation was not 
necessarily appropriate as a matter of course, sitting incongruous to the relative 
separation from the centre in terms of how Crown Entities generally operated, 
particularly given the other accountability arrangements put in place.  

95 Exceptions to the section 116 provision of the Crown Entities Act are School Boards 
of Trustees in the compulsory education sector and the 21 District Health Boards. 
They effectively sit outside the provisions regarding consultation under the Crown 
Entities Act, consultation being required under other Acts in their cases. 

96 As noted in Part 2, collective bargaining in Crown entities (other than Boards of 
Trustees and District Health Boards) generally takes place outside the formal sphere 
of influence of SSC in the absence of any current Orders in Council requiring 
consultation.  There is a degree to which the Bargaining Parameters may inform 
collective bargaining to some extent in relation to those Crown entities that choose to 
use them as a point of reference or who choose to consult with SSC, but there is 
otherwise no obligation on them to do so. 
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Education Service (Boards of Trustees, Registered Teachers in Kindergartens, 
Tertiary Education Institutions) 

97 In the case of School Boards of Trustees, although collective bargaining 
responsibility falls with the Commissioner, it has been delegated to the Secretary for 
Education in similar fashion to the delegation to Public Service Departments – refer 
Appendix 2 earlier.  This delegation is on the basis that the Commissioner is 
consulted and relevant Government policies and parameters are complied with.   

98 The Industrial Relations Unit of the Ministry of Education conducts this collective 
bargaining on behalf of the Secretary for Education acting on delegation from the 
Commissioner, and enters into agreements that bind Boards of Trustee as employers.   

99 The bargaining strategy and policy development relating to this process includes 
formal consultation with SSC, the School Trustees Association (in relation to teacher 
bargaining) and informal consultation with Treasury and Department of Prime 
Minister and Cabinet (DPMC). 

100 In light of the fiscal and public policy drivers, bargaining and fiscal parameters are 
also normally developed in relation to Schools teacher collective bargaining through 
reasonably close involvement of Ministers and Cabinet on advice of the Secretary for 
Education.   

101 Other input by Ministers is with regards to the wider educational policy objectives 
and the higher level issues and objectives that Government approves via Cabinet and 
for which appropriations need to be made to fund.  

102 Prior to 1998, the resources and responsibility for Education sector bargaining 
resided with the SSC without delegation.  The specialist expertise in relation to that 
sector and the resources essentially followed the delegation to the Ministry of 
Education, a number of the SSC team having literally transferred at the same time. 
The resources are not replicated at SSC although there is consultation with SSC, as 
distinct from the performance of the collective bargaining. 

103 Collective bargaining in relation to registered teachers employed by Free 
Kindergarten Associations is also carried out by the Ministry of Education Industrial 
Relations Unit and follows similar processes in terms of the close linkages between 
Ministry negotiators and Ministerial input/approval of policy objectives within fiscal 
constraints.  

104 Although there is a less direct fiscal line in the case of Kindergarten teachers than 
with teachers in the school sector, there is a relationship between Government 
funding and the pay deal struck at the table that the Associations themselves must 
find.  The issue of pay parity relative to other teachers is an obvious example in 
recent years of the linkages between Government policy, industrial bargaining 
tensions, and the necessary funding required by the employer (Kindergarten 
Associations) to deliver.  Close Government interest reflects this relationship as well 
as the public policy drivers relating to early childhood education in general.  

105 Tertiary Education Institutions (TEI’s) conduct their own bargaining but by statute 
must consult SSC over their collective bargaining and over terms and conditions for 
their second tier staff.  The process in this case is for the TEIs to make contact with 
SSC and provide details of their bargaining strategy, which is expected to be 
consistent with the Parameters.  In practice, the nature and extent of this consultation 
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is variable and the degree of influence that SSC exerts in relation to TEIs generally is 
limited.    

District Health Boards   

106 Effectively, DHB’s conduct “their own bargaining” organising themselves 
collectively under the auspices of District Health Boards New Zealand, but prior to 
entering into a collective agreement are required to consult with the Director General 
of Health.  The Ministry of Health has its own very small team of specialists 
(currently one person) to oversee that function and like the compulsory schools 
sector teacher bargaining, has its own resources dedicated to the function which is 
not duplicated at SSC. 

107 In practice, the mandate of the Ministry of Health employment relations specialist(s) 
extends further than simply consulting at the point at which DHB’s are entering into 
a collective agreement.  The expectation and practice is for DHB’s to consult with 
the Ministry of Health from a much earlier position in the process, involving MoH in 
consultation over collective bargaining strategies and conduct of the bargaining 
throughout, in much the same manner as SSC plays a role for Public Service 
Departments.    

108 Treasury also plays a role together with the Ministry of Health in advising Ministers 
on whether to accept DHB strategic and annual district plans.  As part of this, 
Treasury and the Ministry of Health review the robustness of DHB financial plans, 
including assumptions about expected pay increases, staffing changes, and 
productivity gains.1 

Ministerial interest in Health and Education   

109 In the case of both the public health sector and the compulsory education sector 
(State and integrated schools teacher bargaining in particular) there are strong drivers 
for close Ministerial scrutiny and monitoring.  The fiscal magnitude of the settlement 
and the potential for wage movement in these areas to influence expectations and 
settlements elsewhere is one driver.  Others include the public policy interest in 
health and education generally and associated political and industrial realities that 
flow from scale and reach of impact on both the economy and provision of services. 

110 The heightened stakes, from a fiscal, industrial and political point of view, conspire 
to generate a legitimate incentive for close Ministerial monitoring and involvement 
to the extent this is possible without a seat at the collective bargaining table, through 
the funding relationship and Ministerial involvement in the development and 
approval of high level objectives for the bargaining.   

111 Accordingly, there is a somewhat more direct line from Ministers and Cabinet to the 
collective bargaining outcomes/process in these areas of Health and Education, than 
generally applies elsewhere as a matter of course.  Although Ministers do not have a 
seat at the bargaining table, and are not seen to formally intervene in bargaining per 
se, there is a strong relationship between funding available and approved by central 

                                                 
 
1 Note that three other health Crown entities – Pharmac, the NZ Blood Service, and the Crown Health Funding Authority 

are required to consult with the Director-General of Health in relation to collective agreements. 
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government, the development of policy and sector objectives and prioritisation of 
these in the collective bargaining round. 

112 The dynamics of collective bargaining in these two areas are somewhat challenging 
and worthy of further consideration in Part Two of this review. 

113 Health sector bargaining is the subject of another separate review, the findings of 
which will be considered in the context of this wider review. 
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Part 4 - Ministerial Input to Bargaining  
 
Part Four describes the role of Ministers under the present employment relations 
arrangements and Ministers’ points of interface/influence in that regard, along with again 
identifying some areas that may be of potential interest for future consideration. It covers 
the following: 

 Direct input to bargaining 

 Setting the legislative framework 

 Ministerial oversight of departments 

 The Ministerial Reference Group (MRG) on State sector Bargaining  

 PfQ and Tripartite Forum 

 Interface with the Budget process (public service departments) 

 Potential issue in relation to Budget process/inter-agency support to Ministers during 
Budget processes  

 Ministerial oversight of Crown entities 

 Areas of potential future interest for Crown entities 

 Letters of expectation 

 Orders in Council under s116 of the Crown Entities Act requiring consultation with 
the Commissioner 

 Whole of Government Directions under section 107 of the Crown Entities Act made 
by the Minister of State Services and the Minister of Finance 

 Extension of the Commissioners mandate under the s11 of the State Sector Act by 
direction of the Prime Minister or Responsible Minister 

 Ministerial oversight of SOE’s 

 Potential areas of future interest with regards SOE’s. 

Direct input to bargaining 

114 Ministers have no explicit role in collective bargaining or in the day-to-day operation 
of a Department or agency under the current framework.  By statute, the collective 
bargaining responsibility lies elsewhere and by convention Ministers do not interfere 
in the running of a department (including bargaining) or agency except in some very 
limited circumstances related to individual agencies.   

115 To do so would arguably interfere with the exercise of a statutory authority by 
another – the State Services Commissioner in the case of Public Service 
Departments, or others so designated by the various statutory provisions outlined in 
Part 2 of this paper.  The independence of the Commissioner from Ministerial 
interference in matters for which the Commissioner has been designated 
accountability is a cornerstone of the current public sector framework.  

116 In the case of Crown entities and State Owned Enterprises (SOE’s), collective 
bargaining and employment relations in general is the responsibility of the employer.  



20 

In the case of Crown entities, neither the monitoring department, nor the Minister on 
whose behalf the Department is monitoring the entity is responsible for collective 
bargaining.  Apart from the areas of Health and Education discussed elsewhere, the 
Ministerial interest and “proximity” to collective bargaining is somewhat more 
removed than even in the case of Departments.  In reality, Ministers generally go to 
some effort to distance themselves from involvement in day to day running of Crown 
entities, and in the case of State Owned Enterprises (SOE’s) the notional distance is 
even greater. 

Setting the legislative framework 

117 Government sets the scene through the legislative framework within which collective 
bargaining occurs.  All collective bargaining takes place under the Employment 
Relations Act (ERA), even though modified to some extent through the State Sector 
Act, Crown Entities Act and other legislation specific to particular cases such as the 
Defence Act and the Police Act.  Key features of the ERA include the promotion of 
collectivism and the requirement to bargain in good faith.   

118 Specific provisions also ensure that where there is an applicable collective 
employment agreement in an enterprise, the terms and conditions, including pay, 
effectively become the minimum basis applicable to all employees, thereby setting 
the pace through flow on to others not technically covered by the bargaining – hence 
the emphasis on collective bargaining. 

Ministerial oversight of departments  

119 Ministers are responsible for providing the policy direction and objectives of their 
departments and the Chief executive is responsible for operationalising that direction 
and delivering the outputs that reflect the Statement of Intent (SOI) negotiated 
annually with the Minister as part of the Managing for Outcomes framework.   

120 An important avenue of Ministerial input is via this delivery of the policy direction 
through Cabinet and/or the Responsible Minister, and the funding of the Department 
via the budget processes where funding is allocated by Government to meet the 
overall needs of the Department.  Within that, provision is made for wages, though 
not necessarily always as an individual direct line specifically allocated or 
appropriated directly to those costs.  The interface with the budget process is outlined 
below. 

121 As applies elsewhere, Ministers also have a role through the ability to “inform the 
debate” through the provision of information concerning fiscal realities of the day in 
light of their knowledge of Government policy priorities and spending commitments.  
Ministers thereby have an ability to influence or shape the expectations of key 
players around the table as regards fiscal matters and other issues of priority 
including productivity, value for money and improving public services.   

The Ministerial Reference Group (MRG) on State sector employment relations 

122 The Ministerial Reference Group (MRG) on State Sector Employment Relations has 
recently been reconstituted and separate advice is now being provided to the Minister 
of State Services in relation to its operation. 
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123 The MRG is mandated to oversee Government’s interests in employment relations at 
a high level as well as providing a mechanism through which consideration can be 
given to any additional appropriations sought by Vote Ministers in respect of their 
portfolios related to employment relations initiatives so as to maintain consistency 
and a whole of sector perspective in the progression of such issues.  The focus of that 
group will naturally be where the risks and stakes are highest such as Education, 
Health, Police, and Corrections due to their present ER dynamics.  

124 The MRG will be supported by officials through the provision of information as 
required relating to current bargaining but also in regards emerging issues and 
pressures in a wider sphere so as to enable Ministers to fully consider the breadth of 
matters that necessarily may be impacted by Government’s approach to issues of 
interest to them. The MRG will also be well positioned to deliver appropriate 
messaging about key policy direction and initiatives in a consistent and co-ordinated 
way. 

PfQ and Tripartite Forum 

125 Two other important areas of Ministerial interface with the employment relations 
settings are the PfQ Agreement between the Government and PSA, and the operation 
of the Tripartite Forum convened by the Minister of State Services.   

126 The PfQ Agreement is consistent with the Government’s preferred approach and 
policy objectives regarding employment relations as outlined in the Employment 
Relations Act, and is also a key strategic plank of the PSA.  It is a tangible sign of the 
PSA’s relationship with the Government and a potential point of difference with 
other unions seeking to operate in the sector, but is also a mutually beneficial 
relationship in terms of the opportunity to engage on issues at a strategic level to 
accommodate joint interests.  Independent of the intrinsic value of partnership as an 
approach to employment relations, the relationship itself also represents an 
opportunity through which informal messaging and influencing may be delivered. 

127 The Tripartite Forum is convened by the Minister of State Services supported by 
SSC and includes representatives of PSA Executive and a representative group of  
Public Service Chief executives.  The Forum operates as an avenue for free and frank 
exchange over emerging issues between the parties that may not otherwise be as 
easily accommodated in the day-to-day interface between the parties.  It represents 
another opportunity for the parties to engage over high-level strategic issues, but also 
to address emerging concerns and deliver and reinforce key messages. 

128 A Tripartite Forum also operates within the Health sector, and in relation to 
universities. 

Interface with the Budget process – public service departments 

129 Public Service Chief executives are required to develop and maintain their 
organisational capability to achieve the outcomes set out in their SOI’s, and to do this 
from within their existing budget baselines.  Departments are therefore expected to 
plan for any likely remuneration increases and other people capability and/or 
collective bargaining cost pressures as part of their normal planning processes.  Any 
requests for additional funding to meet remuneration/bargaining/general capability 
cost pressures need to be made through the normal budget initiatives process.  
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Departments are expected to liaise with Treasury and SSC about this, preferably six 
months before Budget initiatives are lodged.   

130 To help manage and better co-ordinate this process, the “System for Identifying 
Remuneration Pressures and Priorities Across the Public Service” was introduced in 
2004 as a result of an HR Framework project involving SSC, departments and the 
PSA.  Its goal is to help departments manage and plan for settlements/remuneration 
increases, and improve information and analysis to assist Ministers in making Budget 
decisions. 

131 Phase 1 of the System is an information gathering and analysis process aimed at 
identifying economy-wide, generic, and specific remuneration pressures.  This phase 
is led by SSC.  The Treasury and the PSA are consulted and their views incorporated 
into the resulting report.   

132 The Phase 1 report is provided to Ministers and to departments pre-Christmas;  its 
aim is to inform the Government’s Budget Strategy, assist Treasury and SSC in their 
consideration of priorities and advice to Ministers on proposed approaches for 
dealing with Budget pressures, and help departments prepare their SOI’s and 
capability Budget initiatives. 

133 Phase 2, which is Treasury-led, involves prioritising the remuneration and capability 
pressures, both generic and department-specific, against competing Budget/funding 
pressures.  Phase 2 is implemented through, and forms part of, the wider Managing 
for Outcomes and Budget processes. 

134 Ultimately, it is Ministers, primarily the Minister of Finance, that determine the level 
of funding within Departments and for new initiatives, albeit for the Chief executive 
as employer to apply the funding to best achieve the outcomes deemed appropriate.  

135 This is not necessarily a direct line for Ministers, as it is for the employer to 
determine how best to prioritise and apply departmental funding, and an explicit 
assumption of the Government’s Bargaining Parameters is that Departments will 
fund wage increases from baselines.  

136 However, capability bids are made on the basis of the additional costs required to 
achieve the outcomes and the relationship between availability of [new] funding and 
wage improvements is obvious.   

137 With regards to Education, and State and integrated schools’ teacher salaries, the line 
is both more transparent and direct, the funding for wage settlements being 
appropriated and paid from the centre, (rather than through bulk funding or funding 
through school baselines) following a closely monitored bargaining process 
conducted by the Secretary for Education. 

Potential issue in relation to Budget processes / inter-agency liaison to support 
Ministers 

138 The SSC is not generally involved at the point at which Ministers set budgets, 
although would expect to have had some influence on the departmental setting of the 
business case through the involvement of the State Services Performance Specialists 
and the Deputy Commissioner responsible.  Treasury would be much more closely 
aligned with this process.   
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139 An issue may well be the alignment of the budget processes with the bargaining or 
remuneration review cycles, particularly in years where other intervening events 
impact such as the electoral cycle.  There may be a disconnection between the 
information gathering processes to support Ministers and the point at which pressures 
arise and decisions are made regarding budgets. 

140 A further issue may be the degree to which there may or may not be liaison between 
central agencies over potential risks or issues identified independently of each other 
in performance of their respective roles, and both the potential opportunity and 
potential timing of any meaningful liaison over those matters in sufficient time to 
either influence or compliment each others approaches or responses.  This may affect 
the timing, nature, quality and co-ordination of the advice provided to Ministers to 
support them in these processes. 

Ministerial oversight of Crown entities 

141 The relationship between a Minister and Crown entity is typically more arms length 
than that between a Minister and a department.  

142 The Cabinet Manual describes the responsibilities and powers of Ministers in relation 
to Crown Entities in the following terms:  “Depending upon the nature of the entity 
and relevant legislative provisions, Ministers’ responsibilities and powers in relation 
to Crown entities is likely to include most if not all of the following: 

 Oversight of the policy and legislative framework 

 Conveying the Government’s expectations 

 Managing the relationship with the governing body 

 Appointing and dismissal of the governing body 

 Managing the purchase interest 

 Oversight of statements of intent 

 Monitoring the Crown entity 

 Directing the governing body (where appropriate) 

 Budget and capital decisions 

 Requiring information relating to the Crown entity, subject to certain 
constraints (see above). 

In discharging these powers and responsibilities Ministers will normally wish to 
obtain advice and support from the relevant monitoring departments.” 

143 There is however little or no direct opportunity currently to become involved in day 
to day operational matters and in terms of the relevant statutes, Ministers do not 
directly have a role in collective bargaining.  Their interests are protected and 
reflected in the setting and achievement of the higher-level policy objectives and in 
the setting of the Statement of Intent (SOI).  

Potential areas of future interest for Crown entities 

144 There are however a range of other potential levers for Ministers that may be worthy 
of consideration in regards Crown entities under Part Two of the Expenditure 
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Review and these are listed below.  Please note however that, the last two of these 
identified in the list below are relatively new and “untried”.  On the face of it, they 
would seem potentially less suitable in the current environment, but could be 
examined regardless and their merits assessed relative to particular entity categories 
or types and the circumstances. 

145 The potential areas include: 

 Letters of Expectation 

 Orders in Council under s116 of the Crown Entities Act requiring consultation 
with the Commissioner 

 Whole of Government Directions under section 107 of the Crown Entities Act 
made by the Minister of State Services and the Minister of Finance 

 Extension of the Commissioner’s Mandate under the section 11 of the State 
Sector Act by direction of the Prime Minister or Responsible Minister. 

These are described more fully below. 

Letters of expectation 

146 By convention, Ministers will outline to Crown entities their expectations to Board 
Chairs in “Letters of Expectation” normally drafted by or on the advice of the 
relevant monitoring department.  These letters are not part of the accountability 
framework per se and are not applied as a means of “direction” in the legal sense of 
that term, but may be used to bring government policy matters or high level issues to 
the attention of the governing boards.  Ministers are generally careful to be seen to 
not “interfere” with day-to-day matters.  

147 The Ministers of Finance and State Services sent a Letter of Expectation to the Board 
Chairs of statutory Crown entities and Crown entity companies to draw their 
attention to the enactment of the Crown Entities Act.  Potentially such letters may be 
a means through which Government Boards could be made aware of Government 
expectations in the ER/collective bargaining space, but care would be required to 
ensure the mark was not overstepped in relation to the accountability for day to day 
management.  

Orders in Council under section 116 of the Crown Entities Act 

148 As described earlier, the Crown Entities Act provides for Crown Entities to consult 
SSC over collective bargaining if there is an Order in Council requiring same.  This 
could be applied to Crown entities if it were Government policy to do so, or should 
there be circumstances that justify an individual intervention of that nature. 
Government could determine that entities of a certain “risk” profile should be so 
required.  

Whole of Government Directions under section 107 of the Crown Entities Act 

149 The “whole of Government” provision in the Crown Entities Act (s107) is a 
provision under which the Minister of Finance and the Minister of State Services 
may jointly direct Crown entities to comply with specified requirements for the 
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purpose of both supporting a whole of government approach and either directly or 
indirectly improving public services.   

150 A “whole of Government direction” may be given to one or more categories of 
Crown entities or to one or more types of statutory entity, but not to Crown entity 
subsidiaries (refer back to para for categories and types).  To date no direction has 
been initiated.  

Extension of the Commissioner’s mandate under s11 of the State Sector Act 

151 Under the State Sector Act section 11, Crown entities may be the subject of a 
direction from the Prime Minister or responsible Minister, or a request from the head 
of the particular agency, to the State Services Commissioner.  The direction/request 
can relate to any of the functions the Commissioner may carry out in relation to 
departments under section 6 of the Act, potentially including in relation to 
bargaining. 

152 This could potentially enable the Commissioner’s sphere of influence to be enhanced 
through the extension of the SSCer’s accountability mandate in overseeing 
performance of Crown entities in a more direct way than currently occurs.  
Potentially this would be another avenue albeit arguably more heavy handed 
intervention than a requirement to consult, depending of course on the scope of the 
direction. 

Ministerial oversight of State Owned Enterprises (SOEs) 

153 State Owned Enterprises (SOE’s) are registered as companies and are bound by the 
provisions of the Companies Act.  SOE’s have their own Boards of Directors, which 
take full responsibility for the running of the business.  Each Board of Directors is 
accountable to the relevant shareholding Ministers for the performance of the SOE. 

154 The Cabinet Manual describes the Ministerial relationship in the following terms: 
“The role of the shareholding Minister of each SOE is described in the SOE Act.  
Each SOE has two shareholding Ministers, the Minister of Finance and one other, 
generally the Minister for SOE’s.  The shareholding Ministers are responsible to 
Parliament and their functions include: 

 Appointing directors 

 Setting dividend payments 

 Monitoring performance 

 Agreeing to, and tabling in the House, the SOE statement of corporate intent 
and tabling the annual report. 

Most SOE’s are subject to Ministerial direction on certain matters, under section 13 
of the SOE Act.” 

155 Some SOE’s choose to contact SSC as part of their intelligence gathering and to 
remain in step with State sector general practice and they may be required to consult 
SSC by Order in Council. 
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Potential areas of future interest with regards to SOE’s 

156 An Order in Council may be passed requiring an SOE to consult with SSC in relation 
to collective bargaining but there are currently none in force. 

157 A potential intervention in the event of Ministerial or Government dissatisfaction 
with operational direction or performance of an SOE could be to subject the SOE to 
the Select Committee process – a rather extreme and remote form of intervention and 
one realistically reserved for more high level issues than to address employment 
relations settings.  Potentially this could occur in the event of significant breakdown 
but is so remote as to be insignificant as a realistic “lever” or influencer of behaviour. 
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Part 5  Respective Roles of Central Agencies In Employment Relations 
 
Part Five outlines for Ministers the various aspects of central agencies’ roles in 
employment relations and their points of interest and influence in State sector bargaining.  
It provides an overall context and then outlines the processes and approach taken by SSC 
and Treasury and covers: 

 SSC employment relations role overview 

 SSC bargaining consultation process (core Public Service) 

 Treasury role in employment relations 

 Treasury and the Budget process 

 Treasury labour market policy advice 

 Other Treasury work that may involve ER 

 Treasury’s central agency role 

 Costings 

 Information, Advice, Support to Ministers. 

Overall context 

158 The roles of the respective agencies can best be seen and understood within the 
context of their overall roles in supporting Government and improving performance 
of the State. 

159 The State Services Commission exists to appoint and manage Public Service Chief 
executives, to provide leadership across the State Services, including in people 
capability and employment relations matters, and to ensure that State servants are 
thereby appropriately focussed on addressing the Government’s priorities.   

160 The employment relations settings are one important element of that bigger picture 
and dovetail into the other “people capability” areas that are directed towards 
improving overall achievement of the State, hence the integrated approach between 
the Employment Relations Team of SSC and the Performance Specialists that engage 
with Departments to that end.  The reality of the current SSC role however is such 
that its reach is reasonably confined to those entities with whom there is a current 
legislative mandate – the Public Service, rather than beyond to the wider State sector.   

161 The Treasury role on the other hand, is to monitor and manage the financial affairs of 
Government and to provide fiscal and economic policy advice.  As such, the 
Treasury is the key agency to support Ministers in balancing priorities through the 
budget process and to provide insight into the efficiency and effectiveness of State 
sector agencies and their interventions. 

162 This mandate is also reflected in Treasury’s current role in terms of employment 
relations, the budget process being their main point of interface and to an extent the 
monitoring of State sector agencies’ productivity relative to inputs and outputs.  
Their influence or shaping of employment relations is in the indirect but significant 
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avenue via the budget process and advice relating to fiscal matters across the whole 
of government in their role as support to the Minister of Finance. 

SSC employment relations role  

163 The State Service Commission has the role of monitoring collective bargaining in the 
sector, both individually by department and wider in regards to the whole sector to 
the extent mandated by statute and government policy. 

164 This role is performed by the ER team in a range of ways including through the 
formal operation of the consultation condition of the delegation to Departments (as 
outlined below at para x) and through the communications and conversations with 
Departments and the wider influencing role regarding Departmental performance.   

165 Much of the role is exposed elsewhere in this paper, integral as it is with respect to 
areas such as the delegations to Chief executives in the Public Service to undertake 
collective bargaining, the advice to Government with regards to the Bargaining 
Parameters and the application of those parameters in practice.  

166 In addition, SSC sponsors a number of forums within which information is both 
gathered and disseminated between the parties and through which SSC is able to 
impart key messages from Government as to policy intent and share best practise 
tools and examples to assist in the actual conduct and management of ER in the 
sector.  

167 As part of informing Ministers of upcoming pressures, SSC provides an annual 
“scene setter” alerting MOSS and MOF of the upcoming bargaining and associated 
risks and pressures.  This is timed to feed into the budget processes.  In preparing this 
advice, SSC consults Treasury and a copy of the finalised advice is also sent to the 
Minister of Finance.  

168 The SSC also compiles the Human Resources Capability Survey of Public Service 
Departments as at 30 June each year (released after Cabinet process around 
September).  This feeds into the Remuneration Pressures Phase One Process as 
described above and provides context in relation to key HR data including 
employment growth, pay movement, turnover etc and commentary on those and 
other related matters.  Throughout the year SSC also briefs MOSS as to current 
bargaining and issues as they emerge including a weekly update of bargaining in 
progress. 

SSC bargaining consultation process (core public service) 

169 Consultation with SSC regarding collective bargaining in the core Public Service 
occurs through submission of the collective bargaining strategy to SSC for approval.  
It then continues throughout the course of collective bargaining, with the Department 
expected to keep SSC’s ER team updated as to progress and emerging issues.  The 
SSC provides a weekly high-level update of current collective bargaining in progress 
to the Minister of State Services on a “no surprises basis”.  

170 Prior to the submission of the strategy, SSC’s ER team will have normally been in 
discussion with the Department along with the SSC Performance Specialist as to the 
overall objectives and strategies for the bargaining.   
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171 The objective of the collaboration is to ensure alignment between the wider 
Departmental business/operational strategy and the bargaining strategy.  SSC’s role 
is also to ensure the Department is aware of current trends both generally and sector 
specific, as well as to ensure the Department is aware of and understands key 
Government policy parameters and drivers.  Alignment with the Government’s 
Bargaining Parameters is required. 

172 The Bargaining Parameters themselves explicitly remind Departments of the 
expectation that this high level engagement will occur approximately two months 
prior to the bargaining, with the resulting strategy expected to be submitted no less 
than one month in advance of the commencement of bargaining.  Compliance with 
these timeframes is not absolute, although the more high profile agencies in terms of 
fiscal and industrial risk normally feature high on the radar and so tend to be more 
active in meeting these requirements.  

173 Once approval is given for the bargaining strategy, departures require further 
consultation and approval.  Any movement beyond the published Bargaining 
Parameters will require approval of a Ministerial Reference Group established partly 
for that purpose unless they fall within a reasonably narrow predetermined range of 
matters that SSC itself may approve at its own initiative.  These are outlined in 
paragraph 24 of the Bargaining Parameters. 

174 As Departments approach settlement, the expected settlement terms are normally 
discussed with SSC’s ER team in terms of key features and in particular any areas of 
significant movement from prior approval, although the final settlement itself is not 
strictly subject to SSC approval per se.   

175 The terms of the delegation and the Bargaining Parameters do not require that 
settlement be subject to ratification by SSC or reflect any other third party approval 
or intervention at this point.  The current “scheme” is to approve the strategy up 
front.  Neither is there facility for formal review or audit of the package.  This would 
be somewhat disempowering of the employer and potentially subjugate their role.  It 
is however expected that there be no surprises or departures on key matters that 
would potentially cause problematic flow-on or be contrary to approved parameters. 

176 A less formal approach applies in relation to agencies in the wider State sector where 
there is generally no specific requirement to consult and the application of the 
Parameters is voluntary.  The Bargaining Parameters are freely available on the SSC 
website for reference.  

Treasury’s role in employment relations 

177 Treasury’s core work is to monitor and manage the financial affairs of the Crown and 
to provide fiscal and economic policy advice to Government.  Their interest in 
employment relations, particularly pay bargaining, flows from an interest in fiscal 
management and the overall efficiency and effectiveness of the State – both are 
potentially affected by big input cost drivers.  

178 Treasury is interested in:  

 Overall payroll movement - changes to both the numbers of people employed 
and what they’re paid (i.e. both price and quantity);   
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 Productivity – the value of the goods and services produced (quality adjusted) 
in relation to the expenditure on inputs; and 

 The extent to which State sector pay movements and changes in conditions 
impact on expectations and pay movements in the private sector, and therefore 
on the overall operation of the economy. 

179 Payroll typically constitutes 60-70% of organisational operating expenditure.  In 
principle, Treasury tends not to track the cost of particular inputs, provided the 
overall cost of outputs is assessed as “reasonable”.  So departments that can finance 
pay increases by productivity improvements (so total payroll or output cost stays 
constant) will tend to draw less Treasury attention.  However, there are some 
exceptions to this in practice: 

 Relativity or flow on precedent - increases in one organisation affect the 
market for others.  

 Quantity constraints for other reasons - in cases where there's no room for 
price/quantity tradeoffs, Treasury tends to monitor big input cost increases (i.e. 
wage movement) more carefully – for example due to political commitments 
(e.g. Police commitment to increase numbers); a hard-wired staffing formula 
(e.g. teacher numbers in Education); new prisons coming on line requiring 
additional staff (Corrections).  

 Service delivery or other output tradeoffs - in some cases agencies can finance 
pay increases via staff reductions or other reprioritisation of programmes, but 
only by reducing the volume of critical services.  Treasury would be concerned 
if CYF for example financed a pay increase by employing fewer staff if that 
resulted in fewer investigations and/or more unallocated notifications.   

180 Because of the ‘price and quantity’ focus outlined above, Treasury has less interest in 
the form of bargaining (e.g. whether collective or not, multi-or single-employer); and 
organisational form (department, Crown entity etc) affects their point of entrée, but 
not their level of interest.  2 

181 Treasury shares with the SSC a more generalised interest in public sector 
performance and productivity and which underlies a lot of Treasury thinking and 
engagement.  Treasury expect to see evidence that state employers are measuring 
their performance and productivity, assessing what's happening and why, and 
planning to improve performance and productivity.  This expectation is reinforced by 
recent government statements on this score.  Treasury expectation is that State 
employers would use pay bargaining as a way of improving performance and 
productivity (including identifying and eliminating clauses in employment 
agreements that impede this). 

182 Treasury has an ownership and capability concern too: There would be concern if 
agencies were to effectively “raid” training budgets to finance pay increase.  Some of 
the ownership interest is very explicit (e.g. assessing long-term financial health of 
DHB’s, their ability to provide services over time). 

                                                 
2 In some cases, a high level of Ministerial attention has driven Treasury’s interest.   
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Treasury and the Budget process 

183 Treasury has several roles in relation to the Budget process, which include: 

 Preparation of an economic and fiscal update which sets the ‘macro’ scene for 
the Budget 

 Advice to Ministers on the total amount and allocation of new operating 
expenditure 

 Advice on individual new spending initiatives - new spending proposals always 
exceed the amount available by a significant margin 

 Advice on baseline expenditure, largely focused on opportunities for 
reprioritisation.   

184 The Treasury advice is based on an assessment of the value of the proposal on its 
own merits and an evaluation of the opportunity costs of the proposal, including an 
evaluation of the balance to be spent on new goods and services versus capability 
improvements3.  The ‘Phase 1’ report prepared jointly by Treasury and the SSC (in 
consultation with the PSA) is designed as an input into this advice.  There is also a 
balance to be struck between the amounts allocated for operating versus capital 
expenditure.   

185 Treasury’s new initiative advice is across the total of all of the Votes, whether the 
proposals are for/from Departments, Crown Entities, or NGO’s4.   

186 The Budget guidance to both departments and Vote teams emphasises the need for 
engagement with SSC around capability initiatives. 

187 When advising on proposals for funding to support pay increases, Treasury is well 
placed to provide a context which takes account of other government policies (like 
Working for Families, the student loan interest policy, and the State Servants’ 
Retirement Savings Scheme) which have a direct impact on the value of state 
employees’ remuneration and indeed their take home pay. 

Treasury labour market policy advice 

188 Treasury has a role in advising on the institutional/regulatory arrangements for 
industrial relations generally and state industrial relations in particular.  Treasury past 
and current involvement in the pay and employment equity policy process is a case 
in point.  In the past, Treasury has often played a substantial role in advising 
ministers on options for approaches to state sector pay, for example during the 80s 
state sector reforms. 

Treasury’s central agency role 

189 As a central agency, Treasury looks at how well the ‘centre’ is helping Ministers 
understand and "manage" employment relations risks; and advising on judgement 
calls on particular events. 

190 Treasury's role typically does not include: 

                                                 
3 Capabaility initiatives may also involve trade offs between capital (new IT infrastructure, new buildings) and 

expenditure on labour (staff numbers / pay increases). 
4 Departmental spending is only about one third of all core Crown expenditure (not counting benefits and debt servicing) 



32 

 Quality Assurance (QA) of costings of proposed settlements (see section on 
Costing below). 

 Detailed QA of pay surveys and their methodologies, or recruitment and 
retention analysis although this issue can come up when discussing business 
cases for large remuneration increases. 

 Second opinion advice on what is reasonable for settling an industrial dispute. 

 Ministers have in the recent past sought advice from Treasury in one or more 
of the areas identified in paragraph 181 above for example in the recent public 
sector nurses settlement where Treasury gave Ministers reasonably detailed 
advice about the fiscal implications and flow on effects. 

191 Where that is required Treasury will seek expert technical advice from experienced 
people rather than endeavour to provide the advice directly.  Particular challenges 
include understanding of how provisions in agreement impact in practice (shift 
allowances, progression formulae etc); and estimating the likely flow-on costs of a 
settlement in one agency / sector to another. 

192 Treasury's role also does not include: 

 Participating in formal collective bargaining/negotiations. 

 Approving collectively bargained settlements, although as above we do assess 
and advise on the cost consequences and flow ons of proposed settlements. 

 Approving individual employment agreements. 

Other Treasury work which may involve employment relations 

193 Other Treasury work relevant to employment relations includes: 

 One-off baseline reviews which typically include remuneration issues (e.g. 
Corrections, Ministry of Women’s Affairs, Department for Courts, CYF’s, 
Justice to a lesser extent).  

 Financial and non-financial performance monitoring where the level of 
engagement is a function of the size, risks, and /or importance of the agencies 
being monitored.  Monitoring potentially covers a wide set of issues – 
ownership (governance, strategy, capability), the quality and volume of 
services and goods delivered by the agency. 

 Monitoring fiscal risk including monitoring of baseline pressures or events that 
might require extra funding. 

 Regular conversations take place with Chief executives, chief financial 
officers, senior managers, and occasionally board members, about key issues 
facing departments and their associated Crown entities.  Discussions often 
canvass employment relations issues, and in the case of the Ministries of 
Education and Health would usually include sector employment relations 
issues. 

 Regular feedback on department performance which could include comments 
on HR issues, but tends not to. 
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 Monitoring SOE’s - although information may be received regarding 
remuneration increases, this cannot be passed on as it is considered 
commercially sensitive. 

 Assessing the performance of particular departments or sectors. 

 Direct engagement with Crown entities5 over a wide range of management 
issues which could include remuneration issues. 

Costing Quality Assurance (QA) 

194 Individual employers/Chief executives generally carry the responsibility for ensuring 
that the costs of their settlements are as they have costed/assessed/forecast, with no 
independent function to verify modelling or assumptions on the part of SSC or 
Treasury or other agency.  Approval to bargaining strategy is on the basis that the 
Departments have the funds available either through a capability bid or baseline. 

195 The costing and modelling functions are carried out remote from the process of 
Ministerial approval of funding for any new appropriations and independent of any 
test of the means of the organisation or entity in question to fund the resulting 
settlement.  

196 An issue however in relation to this is the extent to which any other independent 
third party such as Treasury could genuinely test the modelling assumptions or 
costing models without being directly and intimately involved in the bargaining so as 
to have sufficient expertise to anticipate the ways in which the various nuances of the 
employment agreements impact on the costs. 

197 To a degree, Treasury Vote analysts may in some cases be able to comment, but 
generally would be relying on the data and information provided by state agencies to 
reach their conclusions.  Vote analysts do not have a specific mandate to provide an 
audit function to ensure against potential blow-out or unexpected escalation of costs.  
Currently, the business as usual expectations and accountabilities imposed on 
departments and boards are the means of mitigating this risk.  

Information, advice and support to Ministers 

198 Ministers receive information in a variety of forms in order to support their decision 
making and considerations in respect of state sector employment relations including: 

 SSC ongoing policy advice to the Minister of State Services in relation to State 
sector matters as appropriate including legislative or policy proposals and new 
initiatives and business as usual “alerts” and reports.  

 SSC Annual Human Resources Capability Survey, and Skills Shortage Report 
to the Minister of State Services. 

 SSC weekly high level reports to the Minister of State Services on current 
bargaining and emerging issues/pressures as they develop as part of the regular 
reporting/monitoring process. 

                                                 
5 Treasury has responsibility for monitoring some crown entities, including CRIs, other Crown entity companies, and 
Crown financial institutions.  The monitoring role is shared in some cases with CCMAU and/or the associated policy 
Ministry. 
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 Briefing papers to the Minister of State Services as required including 
preparatory information for Ministers’ meetings with PSA/Tripartite Forum. 

 An annual Briefing paper from SSC to the Minister of State Services including 
an environmental scan with respect to employment relations, including 
bargaining coming up for the year and an identification of pressure points/risks 
in that context. 

 The Remuneration Pressures process involving both SSC and Treasury (and 
PSA are consulted). 

 Treasury advice and support in relation to the budget process and fiscal matters 
as requested by the Minister of Finance. 

 Portfolio Ministers as part of their business as usual liaison with CE’s are 
provided with information relating to relevant matters affecting their 
department which also serves to inform their thinking on ER matters. 

 Annual EEO Progress Report from SSC. 

 Health and Education Portfolio Ministers are provided with ongoing advice and 
support in relation to their respective areas of interest by the Ministry of Health 
and Education including advice regarding bargaining pressures and progress. 

 Departmental monitoring both by Treasury in terms of departmental 
performance and  in the course of individual reviews. 

 Informal information gathering in terms of other sector stakeholders such as 
employee representatives and constituents as a source of “intelligence”.   

199 As noted in relation to alignment of the budget information and decision making 
process, there may well be some areas where greater cohesion of central agency 
monitoring/advice could assist.  Those issues may be of interest in Part Two of this 
review.  

 

 

Suze Wilson 
Deputy Commissioner, People Capability 
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Purpose statement 
 
 
The purposes of these parameters are: 

 to set out Government policies and expectations for collective 
bargaining (and employment relations generally) in the Public Service, 
so that departments can act in accordance with those policies and 
expectations 

 to encourage co-ordination on employment relations issues  

 to foster a “whole of government” approach to employment relations 
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Context and application of these parameters 

Context 
200 The State Services Commissioner: 

 is responsible, under section 68 of the State Sector Act 1988, for negotiating 
collective agreements in the Public Service; 

 has, under section 70 of the Act, delegated responsibility for negotiating 
collective agreements to Chief executives on the basis that, amongst other 
things, Chief executives comply with the policies and processes set out in these 
parameters (as amended from time to time) and consult with the State Services 
Commission about their negotiations. 

201 Chief executives of Public Service departments are responsible: 

 under section 32 of the State Sector Act 1988 for the efficient, effective and 
economical management of their departments; 

 under sections 33, 56, and 59 of the State Sector Act 1988 for employing staff, 
operating a personnel policy that complies with the principle of being a good 
employer, and acting independently on matters relating to individual 
employees. 

Application  

202 These parameters formally apply to collective bargaining in the Public Service.  The 
parameters do, however, also set out some Government policies and expectations on 
employment relations issues generally.  Accordingly, Public Service departments 
should apply the same policies and expectations to negotiating/setting terms and 
conditions of employment generally (i.e. including for employees not covered by 
collective bargaining). 

203 There is no requirement for agencies in the wider State sector, unless specifically 
required by statute or directed by an Order in Council, to consult the State Services 
Commission on collective bargaining.  The Commission, however, is able to provide 
advice and support to those agencies, based on these parameters.  Accordingly, 
organisations in the wider State sector should give consideration to these parameters 
in negotiating/setting terms and conditions of employment, whether by collective 
bargaining or otherwise, as the parameters will be used as the basis for the State 
Services Commission’s advice to them on employment relations issues. 

Overarching policy objectives  

General 

204 The Government expects Public Service departments to actively model and promote 
its employment relations policies, as expressed through legislation and through 
policy decisions it makes from time to time. 
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Productive employment relationships and promoting collective bargaining 

205 Government policy, as set out in the Employment Relations Act 2000: 

 is to build productive employment relationships through the promotion of good 
faith in all aspects of the employment environment and of the employment 
relationship;   

 recognises that employment relationships must be built not only on the implied 
mutual obligations of trust and confidence, but also on a legislative 
requirement for good faith behaviour; 

 recognises the inherent inequality of power in employment relationships, and 
accordingly promotes collective bargaining as a means of redressing/mitigating 
that inequality.   

206 Collective bargaining is an important part of the context for building productive 
employment relationships, and offers opportunities for developing constructive 
relationships with unions and modelling good faith.   

207 In 2000, the Government signed a “Partnership for Quality” (PfQ) agreement with 
the largest Public Service union (the NZ Public Service Association).  This 
agreement focuses on establishing co-operative and open relationships and reflects 
Government policy on the sort of relationships it wishes to see departments (and 
agencies in the wider State sector) have with unions.   

208 In 2003, the Government and the PSA updated their Partnership for Quality 
agreement.  The focus of the new agreement was two-fold:  

 to broaden the implementation of the principles of Partnership for Quality 
across a greater number of departments and agencies, expanding the extent of 
the application of the Partnership for Quality agreement and the range of issues 
engaged over; and 

 to deepen the impact of Partnership for Quality within departments and other 
State sector agencies at all levels, from Chief executive and senior management 
to manager and delegate relationships. 

209 The type and extent of actions to be undertaken by departments will, however, 
continue to be influenced by the level of union membership within the department 
and the approach taken by the particular union.   

Whole of government strategy 

210 Government policy is to promote better integration of service delivery to improve 
access to services by citizens.  To contribute to this policy, departments should 
ensure that their human resource, EEO/diversity, employment relations, and 
bargaining strategies support the concept of the Public Service as an Employer of 
Choice, including promoting employee mobility between departments.  The 
Government’s development goal for making the State services an Employer of 
Choice (previously addressed by the HR Framework) identifies specific policies on 
how best to advance a “whole of government” strategy.   

211 Pay and employment equity policies and processes may also contribute to this.  In 
this respect, the Government recognises that remuneration, job choice and job 
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opportunities in the Public Service, public health and public education sectors should 
not be affected by gender. 

Planning for and funding settlements 

Introduction 

212 This section (“Planning for and funding settlements”): 

 should be read not only by HR managers/staff, but also by finance and 
planning staff; 

 should be read together with the “System for Identifying Remuneration 
Pressures and Priorities Across the Public Service” procedures; 

 needs to be considered by departments when they are developing their 
statement of intent (SOI) and leading into the budget planning cycle.  

General requirements 

213 Chief executives are required to develop and maintain the organisational capability to 
achieve the outcomes set out in their SOIs and to do so within their allocated budget 
(baselines).  Accordingly, departments should: 

 integrate medium and longer term planning for projected future remuneration 
increases into the “managing for outcomes” process and their resulting SOI; 

 recognise that a decision by Ministers to pay more for existing activities is also 
a decision to not fund new activities or to reduce other existing activities 
elsewhere; 

 look to fund future remuneration increases, including any flow-on within their 
agency, from within current baselines; 

 make any requests for extra funding for projected future remuneration 
increases through the normal budget initiatives process. 

Process 

214 Departments should: 

 liaise with Treasury and the State Services Commission (the relevant Deputy 
Commissioner and the Employment Relations Team) about future 
remuneration pressures at least four (and preferably six) months prior to the 
date when budget initiatives are to be lodged; 

 signal any possible funding bids (to meet remuneration pressures) with their 
Ministers well in advance of the budget initiatives process. 

Requests for additional funding 

215 Departments which cannot fund settlements and/or remuneration changes from 
within existing baselines must present a case through the budget initiatives process 
and demonstrate:   
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 how the additional funding would contribute to achieving outcomes and 
improving output performance; 

 why the projected future remuneration increases cannot be met within current 
baselines; 

 what other cost saving and reprioritisation options (across all of the 
department’s outputs) have been considered; 

 what potential options exist if Ministers decide against giving additional 
funding, given other demands on Government funding.  

Remuneration 

Overarching policy 

216 Remuneration systems need to be tailored to the specific needs of each department 
and the building of capability across the Public Service.  General Government policy 
on remuneration is: 

 departments’ remuneration systems should be focused on contributing to 
achieving outcomes and maintaining/improving output performance by: 

- developing and maintaining the organisational capability to achieve the 
outcomes set out in their statements of intent (SOIs); 

- providing incentives and opportunities for employees to develop required 
skills/expertise, and/or to improve performance; 

 the Government should pay levels of remuneration that are fair (to employees) 
but not extravagant (in fairness to the taxpayer); 

 remuneration systems must be fair and transparent and linked to a transparent 
and fair system for adjusting salaries to reflect increases in skills/competence 
(whether generated through experience or training), and/or improved 
performance; 

 remuneration principles should be agreed with employees and unions; 
 in general, the Government expects that minimum pay rates will be a matter for 

negotiation and that, unless there is a good reason not to, these will be included 
in the collective agreement; 

 the Government does not generally favour remuneration systems which allow 
salary progression solely for time spent in the job – in general, it is expected 
that progression beyond the minimum rate be based on merit.  There may, 
however, be exceptions to this general policy, e.g. some groups of new 
employees in the early stages of their careers whose acquisition of 
skills/competencies is “time period” linked. 

Remuneration levels 

217 Departments should set remuneration levels taking into account: 



8 

 market demand for the relevant skills/capabilities, experience, and 
responsibilities; 

 recruitment and retention factors; 
 ability to pay within approved baselines; 

 comparisons with other groups within the department; 

 any Government policies, from time to time, aimed at achieving wider 
outcomes for employees generally or for particular groups of employees, for 
example policies and processes relating to pay and employment equity.  The 
State Services Commission and/or the Department of Labour’s Pay and 
Employment Equity Unit will advise departments of such policies and the 
implementation processes to be followed;   

 other factors relevant to the particular department. 

Recognition of performance and/or acquisition of skills  

218 In general terms: 

 performance which meets the normal expectations of the job should be 
recognised by salary rather than by lump sum, one off, or at risk payments 
(“lump sum payments”); 

 salary increases (rather than recurrent lump sum payments) should be given to 
employees who year after year exceed the normal expectations of the job;  

 departments with existing contractual arrangements to make lump sum 
payments (other than the exceptions below) should have a strategy in place for 
negotiating/phasing out such arrangements as opportunities arise. 

219 Exceptions to this general approach are as follows: 

 lump sum payments to recognise instances of excellent or exceptional 
performance (e.g. exceeding normal expectations) or exceptional contribution 
(e.g. very high workload) to the organisation.  Only a small proportion of 
employees should receive such payments in any one year.  Departments must 
provide their Ministers annually with aggregated information (criteria for 
payments, numbers of employees and amounts) on such payments; 

 contractually-based higher duties or extra duties allowances; 

 policies which envisage a lump sum payment to recognise improved 
performance over a one year period with incorporation of the payment into 
salary when the improved performance is sustained (e.g. over a two or three 
year period); 

 lump sum payments available to high performing or “fully competent” 
employees at the top of a salary range as a part of a strategy for retaining staff 
or recognising or enhancing performance/skills/capability. 
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Relationships with unions and collective bargaining 

General 

220 The Government recognises the valuable role that unions can play in: 

 representing their members and, through collective representation/bargaining, 
addressing the inherent inequality of power in employment relationships; 

 contributing to a more effective and efficient Public Service through positive 
union/employer relationships. 

Relationships with unions 

221 Departments should acknowledge the independence of unions and their rights to 
represent their members’ interests and, to the extent relevant having regard to 
membership levels: 

 actively seek to establish and develop constructive relationships with unions, 
and promote a “problem solving” and “issues based” (rather than an 
“adversarial” and “positional”) approach to resolving workplace problems and 
other issues; 

 ensure that management communicate a policy that deciding to join a union is 
a valid and acceptable choice for employees to make.  This might be assisted 
by strategies such as: 

- acknowledging union contribution to organisational improvements; 

- ensuring that the option of union membership is clearly presented to new 
employees; 

- valuing union delegates, and acknowledging their leadership role (e.g. in 
performance management criteria and criteria for appointment to other 
leadership roles in the department); 

 make reasonable arrangements to recognise that delegates will spend time 
attending to union business, some of which will be during normal working 
hours; 

 be prepared to negotiate, in collective bargaining, around relationship and 
partnership issues.  

Coverage of collective bargaining 

222 Departments should: 

 respect employee choice to be covered by collective bargaining and collective 
agreements (and the choice not to be in the case of non-union employees); 

 only consider excluding particular employees from the coverage of a particular 
collective agreement where there is good reason e.g. avoidance of clear 
conflicts of interest, or where it is more appropriate for another collective 
agreement to apply.  
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Lump sums and backdating of settlements in collective bargaining  

223 Specific requirements regarding lump sums and backdating are as follows: 

 in line with its policy on “one off” performance payments (see above), the 
Government does not generally favour lump sum payments, or backdating 
wage increases as part of the settlement of collective agreements;  

 exceptions to this general policy are: 

- lump sums in recognition of identifiable benefits arising out of the 
collective relationship with a particular union.  Any proposal for such a 
payment must be discussed with, and approved by, the State Services 
Commission; 

- lump sums specifically to buy out existing terms and conditions of 
employment.  Any proposal for such a payment must be discussed with, 
and approved by, the State Services Commission; 

- backdating arrangements in situations where delays in negotiations or 
settlement are caused by government or departmental needs.  Any 
proposal for such backdating must be discussed with, and approved by, 
the State Services Commission; 

 arrangements for other lump sums or backdating proposals are as follows: 

- proposals for other lump sums (e.g. to achieve a settlement) must not 
form part of a department’s initial bargaining strategy; 

- any proposal to pay a lump sum or backdate a settlement must be referred 
to the Minister of State Services.  The Minister may approve a payment if 
the arguments in favour are clear-cut or the issues are minor.  Otherwise, 
the Minister will refer the issue to the Ministerial Reference Group (on 
State sector employment relations) for a decision. 

Relationship between different sets of negotiations 

224 Departments: 

 must bargain in good faith with each union in the workplace, and must comply 
with Part 6 of the Employment Relations Act regarding individual employees 
who choose not to be covered by collective agreements;  

 should be prepared to explore multi-party bargaining (e.g. with two or more 
unions where two or more unions have members in the department, or with two 
or more other employers if this is raised by a union); 

 may well pursue a policy of having a core set of terms and conditions of 
employment that are common to all employees; 

 should recognise that different sets of bargaining (with different unions and/or 
with individuals not covered by collective agreements) may have outcomes 
which differ in some respects (as recognised by section 9 of the Employment 
Relations Act 2000) reflecting differing contexts for the various negotiations 
and the differing priorities of particular parties; 
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 should not automatically pass on any or all aspects of a collective agreement 
settlement to other groups of employees or individual employees, and be 
prepared to discuss the issues involved with the union as appropriate, in terms 
of sections 59A to 59C of the Employment Relations Act. 

Other specific matters 

225 Some other specific requirements are: 

 departments should identify: 

- existing arrangements that detract from employee mobility between 
departments; 

- barriers to a “Public Service” wide approach to building capability; 
 employment agreements should contain provisions setting out what happens in 

restructuring and redundancy situations (including situations covered by Part 
6A of the Employment Relations Act).  This should include a “technical 
redundancy” clause so that staff who are offered positions in a new agency 
(and their terms and conditions of employment remain largely unchanged) will 
not be entitled to redundancy payments; 

 departments must get State Services Commission approval before developing 
proposals to relax current sick leave provisions through the introduction of 
open-ended sick leave;  

 departments must consult with the State Services Commission prior to 
developing any significant proposals: 

- to significantly improve annual, parental or other leave entitlements; 

- to significantly improve benefits or employee entitlements under the 
State Sector Retirement Savings Scheme or to otherwise provide for (or 
alter arrangements for) other superannuation or retirement-related 
payments; 

- regarding allowances or pay differentials for employees in particular 
localities/regions;  

- regarding pay and employment equity initiatives; 

- regarding any other proposals to improve significant terms or conditions 
of employment which may set a precedent likely to flow on to other 
groups of employees outside the department; 

 departments must consult with the State Services Commission prior to 
considering or agreeing to any bargaining fee proposal, or commencing any 
facilitation or arbitration process under sections 50A-50J of the Employment 
Relations Act; 

 departments must ensure that their settlements (and general employment 
policies) comply with the law including the: 

- Employment Relations Act 2000; 
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- State Sector Act 1988; 

- Human Rights Act 1993; 

- Holidays Act 2003. 

Working with the State Services Commission on bargaining strategy 
226 The State Services Commission wishes to follow a “working alongside” relationship 

with departments.  Departments should work closely with the State Services 
Commission in planning for collective bargaining, and should involve the 
Commission at an early stage.   

227 Good practice would involve departments: 

 making contact with the State Services Commission (Employment Relations 
Team) at least two months prior to the expiry of the current collective 
agreement or the commencement of substantive bargaining (whichever is 
earlier) and having an initial discussion; 

 seeking State Services Commission advice on the bargaining parameters, and 
relevant environmental and government policy issues; 

 discussing a “firm” draft bargaining strategy with the State Services 
Commission at least one month prior to commencing substantive negotiations;  

 finalising their bargaining strategy and seeking State Services Commission 
sign off prior to commencing substantive negotiations; 

 keeping the State Services Commission up to date with progress, especially 
regarding risks. 

228 HR managers will doubtless be preparing a bargaining strategy document for their 
own internal purposes (e.g. to get sign off from their Chief executive).  Most 
agencies use this document both for internal purposes and for their discussions with 
the State Services Commission.  To assist HR managers in preparing their 
bargaining strategy, a guide to preparing a good bargaining strategy is attached as 
Annex 1.   
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Annex 1 
 

A guide to preparing a good bargaining strategy  

Content of a good bargaining strategy 
A good bargaining strategy is concise and to the point and should contain an analysis of the 
following: 

 the environment within which the negotiations will take place 

 links to strategic HR and business strategy/planning and the outcomes set out in the 
department’s statement of intent (SOI) including: 

- implications of the business/HR and pay and employment equity/EEO/diversity 
strategies and objectives for the bargaining strategy 

- the impact of any upcoming technological, organisational or service delivery or 
other changes 

 objectives for the bargaining 

 the department’s bargaining priorities and the union’s bargaining priorities 

 the intended bargaining process 

 risks and contingency plans for managing those risks 

 communications strategy 

 resource requirements for the bargaining 

 costs of the proposed settlement 

 possible flow-ons and how these may be minimised, and how any productivity gains 
may be achieved through implementation of the bargaining strategy 

 whether (and if so how, and the rationale for why) the department proposes to offer 
similar terms and conditions to other employees not covered by the collective 
agreement being negotiated 

 arrangements for evaluating the bargaining process post settlement. 

Environment   
This requires an analysis of: 

 the legal, political, social and economic environment that will form the backdrop to 
bargaining 

 labour market considerations (e.g. any relevant skills shortages and employment 
flexibility requirements) 

 demographic considerations (e.g. the age profile within the department) 

 departmental priorities and budgetary constraints  
 Government policy objectives for both employee relations (including these 

parameters and Employer of Choice) and the department’s functions 
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 the profile of the union and other unions in the workplace (e.g. the unions, the 
numbers of employees who are members, the number of non-union members, the 
style of the union, etc). 

Links to business and HR/EEO strategies 

Implications of business/HR strategy for the bargaining strategy 

The strategy should summarise the relevant aspects of the department’s SOI and its 
business, HR and pay and employment equity/EEO/diversity strategies and objectives, and 
identify implications for bargaining. The strategy should address the following questions: 
 what key medium to longer-term organisational requirements need to be taken into 

account in the negotiations? 

 what changes need to happen to support these requirements? 

 how will the department achieve these changes within the collective agreement 
negotiations or by other strategies or both?  

The impact of any technological, organisational or service delivery and other 
changes  

The strategy should identify the potential impact of anticipated technological changes, 
changes in organisational structure or work organisation, changes in service delivery, and 
any other significant changes affecting the department.  This would include consideration 
of the workforce demographics and the identification of new skill requirements, future 
requirements for hours of work, flexible working arrangements, new agreement structures, 
etc. 

Objectives for the bargaining 
This part of the bargaining strategy identifies the department’s main/key objectives for the 
negotiations. This is informed by: 

 the analysis referred to above  

 the type of relationships the department has and wishes to have with the particular 
union(s) and the type of relationships it has and would like to have with other unions 
represented in the department 

 a review of the appropriateness or not of existing arrangements.  This includes 
challenging previously held assumptions, e.g.: 

- how remuneration is dealt with in collective bargaining and/or other processes 
(e.g. joint union/management remuneration reviews) and how market surveys 
and other data is used in remuneration review processes (the new pay and 
employment equity tools, as they become available, will be relevant to this 
process) 

- should there continue to be separate collective agreements for different groups 
of employees or unions represented in the department, or might the department 
want to merge a number of its collectives now or at some time in the future? 
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- do current arrangements deter a “Public Service” wide structure and employee 
mobility between departments? 

The department’s and the union’s bargaining priorities 
In light of the previous analysis, identify: 

 the department’s bargaining priorities  

 the department’s perception of the union’s (or unions’) bargaining priorities, as 
informed by your discussions with the relevant union(s), the State Services 
Commission (Employment Relations Team and Deputy Commissioner Teams), etc. 

Intended bargaining process  
Identify preferred bargaining processes (subject to union agreement) including: 

 information to be shared 

 any joint analysis to be done in the pre-negotiation phase 

 the pre-bargaining process generally including 

- how the costs of negotiations are to be met  

- the roles of advocates and others in the negotiation team and the required 
mandates/delegations and reporting processes 

- how proposals identified during negotiations can be accurately costed 

- what agreements (with the union) are required on external and internal 
communications e.g. joint communications re media, joint meetings with staff 
(or not), etc (see also “Communications strategy” below) 

- the timetable for negotiations 

- arrangements regarding pay and time off for employees involved in the 
negotiations on the union side 

- the ratification process. 

Risks and contingency plans for managing those risks  
Identify: 

 risks of industrial action and the negative publicity that could arise from it 

 the risks of not settling the agreement 

 any particularly politically sensitive issues that may arise during negotiations 

 contingency plans for managing these risks. 

Communications strategy 
Identify: 

 how the department intends to deal with the media 
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 how the department will communicate with its Chief executive/senior management, 
its Minister and with the State Services Commission 

 how the department intends to communicate with employees before, during and after 
the negotiations 

 how the matters requiring union agreement (see “Intended bargaining process” 
above) fit in with the wider communications strategy, and options in the absence of 
agreement with the union on communication issues 

 how the communications strategy complies with the good faith and other provisions 
of the Employment Relations Act. 

Resource requirements for bargaining 
Identify the numbers and costs of the personnel who will participate in the bargaining 
process.  Also, identify what other bargaining costs will arise, including what (if any) of 
the union's costs will be met by the department (see also “Intended bargaining process” 
above). 

Costs of the proposed settlement  
Be clear by costing up front the total cost of settlement for all of the identified settlement 
scenarios/options.  The department needs to be confident of the robustness of the model it 
uses for calculating the total cost of any settlement and of the affordability of the proposed 
settlement. 

Possible flow-ons 
Identify potential flow-ons of any settlement to other agencies employing similar 
employees (or to employees who work alongside), consider how any potential flow-on 
costs could be minimised, and identify discussions with the relevant agencies and the 
views they have expressed.  Also, identify how any productivity gains may be achieved 
through the implementation of the bargaining strategy and any changes in employment 
terms and conditions. 

Other employment agreements 
Identify and be clear about whether (and if so how, and the rationale for why) the 
department will consider offering similar terms and conditions of employment to other 
employees.  Note in particular sections 59A-59C of the Employment Relations Act. 

Arrangements for evaluating the bargaining process post settlement  
Identify how the department will: 

 evaluate the negotiation process  

 assess whether the department has achieved its objectives for the bargaining 

 identify lessons from the bargaining both in terms the bargaining itself, the 
relationship with the relevant union, and relationships with other unions and other 
employees.  
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