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Executive Summary 
1 This review has been conducted to “consider the scale of government ICT spending and 

whether and how this should be focused on areas that contribute to productivity gains”. 

2 Government is an information management business, and information and 
communications technologies (ICT) have been an important enabler for delivering 
productivity in all information intensive industries worldwide. 

3 The importance of ICT was recognised with the adoption by government of a vision for 
e-government and the establishment of the E-government Unit within the SSC in 2000.  
In addition to the development of an e-government strategy, a number of specific projects 
have been undertaken, that have enhanced the connectedness of government agencies and 
set the platform for a transformed engagement with citizens.  The increased capability is 
creating opportunities for state sector agencies to individually or collectively undertake e-
projects that would not have been previously possible. For example, interoperability 
standards (e-GIF), the government portal, Authentication and the Government Shared 
Network (GSN) are all designed to enable enhanced service delivery, and productivity 
gains across government. 

4 Government investment in ICT has undoubtedly delivered significant benefits over the 
past few decades through improved delivery of services, internal efficiencies, new 
capabilities and services, and better information to Government and the public.  On-
going investment in ICT by departments and crown entities, combined with central 
agencies initiatives, has led to improved efficiency in the delivery of existing government 
services and the enablement of new services. 

5 The Government currently spends approximately $3.0 billion p.a. on ICT ($1.8 billion 
operational expenditure, and $1.2 billion capital expenditure).  More than half of this is 
spent on services rather than on hardware and software.  Nearly two-thirds of all 
expenditure is on maintaining and enhancing existing systems rather than on building 
new capability. These estimates are derived from a sample of agency ICT expenditure.  

6 The research has revealed that while ICT projects support service improvements, 
expenditure is not explicitly targeted towards delivering productivity and that 
productivity improvements are often not measured.  Further findings are that: 

• the New Zealand Government is not a high-spender on ICT in relative terms 

• there is a risk that reinvestment in ICT will fall below the levels necessary to 
maintain and enhance current capability 

• ICT strategic plans and business cases often do not identify and quantify 
productivity benefits 

• project governance and monitoring frameworks are not focused on ensuring 
productivity delivery 

• there is a shortage of good capability and skills for both management oversight and 
the undertaking of ICT projects within Government and this is impeding new 
initiatives. 
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7 The review has concluded that there is no one single major initiative that would 
contribute to improved productivity performance.  Rather, improvement in productivity 
outcomes will be achieved through a balanced portfolio of actions that aim to target all 
stages of the ICT business planning-to-delivery lifecycle.   

8 Implementation by central agencies and adoption by departments and crown entities 
could lead to better directed ICT expenditure and improved productivity in the public 
sector over time.  The actions are incremental rather than radical, and strike a balance 
between greater intervention by central agencies and better enablement of agencies’ own 
capabilities. They are designed to maintain and enhance current agency and sector 
productivity while delivering greater productivity for the whole of government.  The 
action areas that have been identified are: 

Targeting Productivity 1 Improve ICT strategic planning 

Delivering Productivity 2 Enhance ICT people capability 
3 Improve governance structures 
4 Promote joined up applications and shared services 
5 Improve value realisation from interoperability 
6 Improve industry engagement and procurement practices 
7 Assess and provide support for open source 

Assessing Productivity 8 Strengthen a culture of ICT performance improvement 
9 Improve financial reporting 
10 Maintain oversight of the effectiveness of government 

expenditure 

9 The actions will produce the greatest effect when applied across all of government as a 
rising tide of good practice.  They need to be targeted at both large and smaller agencies 
so that improvements are made across the board.  

10 These actions could have a significant effect on the value gained from current 
expenditure.  A minimum of 1% productivity gain is expected from these actions, which 
would deliver an estimated $30 million per annum in added value.  Evidence from 
similar programmes in the United Kingdom and Australia suggest the gains could be a lot 
larger than this. 

11 The review has recognised that the options identified need to be considered in the context 
of the public management system in place since 1988, which includes a central agency 
focus on results, Chief Executive accountability and the costs (compliance and 
performance related) of system-wide scrutiny of inputs. 

12 The EXG reviews include a Central Agencies Review, which identifies the need for an 
agreed approach to improving performance across government as a whole. Any decisions 
from the Central Agency Review have a direct link to the findings from this ICT review.  

Conclusion 

13 The review has found there is opportunity to achieve productivity improvements from 
government expenditure in ICT, through strengthened support for Chief Executives and 
increased leadership and facilitation of ICT investment on a system-wide basis.  
However, the impact of such changes on the public management system is uncertain, and 
the risk to the management system could be substantial.  Accordingly we recommend 
that Ministers defer consideration of any initiatives to allow central agency CEs to 
consider these issues subsequent to decisions from the Central Agencies Review.
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Background/Terms of Reference 
1 In February 2006 the Cabinet Policy Committee agreed that the Cabinet Committee on 

Government Expenditure and Administration will work with Vote Ministers to oversee a 
programme of nine expenditure reviews, including government ICT spending.   

2 The Review of Government ICT Spending has close links to some of the other 
expenditure reviews such as the Review of Capital Assets Management and the Review 
of Central Agencies' Role in Managing the Performance of State Services; as well as to 
existing Government programmes for ICT development including: 

• the e-Government Programme 

• the Treasury’s scrutiny of business cases and ICT investment decisions 

• the Ministry of Economic Development’s Digital Strategy and leadership in 
Government procurement.   

Consultation with agencies on these initiatives as well as with ICT leaders from across 
Government was considered essential in forming the conclusions of this review. 

3 The Terms of Reference approved by Cabinet Business Committee requires that this 
review: 

‘Consider the scale of government ICT spending and whether and how this should be 
focused on areas that contribute to productivity gains.’ 

4 The document states further that the review should: 

‘Consider options for central agencies actions that can influence this spending by 
departments to increase the contribution to productivity gains.’ 

5 ICT spending is defined in the Terms of Reference as: 

‘Information and communications technology - this will include both initial investment 
costs of projects and the operating costs associated with the whole range of information 
and communication technologies.’ 

6 The Terms of Reference gave examples of benefits from productivity gains and made it 
clear the scope went beyond cost savings to individual agencies: 

‘ICT investments can result in reduced operating costs, and may also deliver benefits 
through customer service improvement, reduction in compliance costs for the businesses 
and the public, and increased systems flexibility to respond to policy drivers.’ 

‘Benefits from any initiatives included would not necessarily be for departments only but 
could be for wider NZ Inc.’ 

7 The Terms of Reference defined the scope in terms of organisations as Government 
departments and some key Crown agencies that have large ICT spend.  It left the final 
determination of the organisations to be studied to the project.  The Steering Committee 
determined that the core Government ministries, departments and crown entities would 
be included but that state owned enterprises and regional and local government 
organisations would be excluded1. 

                                                 
1 The complete Terms of Reference is attached as Appendix 1. 
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Introduction 
8 Government is an information management business.  The effectiveness of all 

government interventions depends on knowledge about when and how services should be 
delivered, who they should be targeted to, and what the impact and results are for both 
the government and the citizen.   

9 Information and communications technology development has been seen as an important 
enabler for delivering productivity in all information intensive industries worldwide for 
many decades. Studies of the differences in economic efficiency between countries 
attribute ICT adoption and use as a significant factor.  Recent Australian National 
University analysis concluded that labour force productivity in the United States was 
45% higher than in New Zealand and that 31% of this difference was attributable to ICT 
adoption and use2.  A similar comparison is made for New Zealand and Australia 
(although the gap is not so large). 

10 The New Zealand Government is not a high-spender on ICT in relative terms.  Gartner, 
in 2006 research results provided to the State Services Commission, placed New Zealand 
as lowest of nine developed countries surveyed in terms of Government ICT expenditure 
as a proportion of total national ICT spending, and second lowest in terms of 
Government ICT expenditure per citizen.   

11 The New Zealand Government’s investment in ICT has undoubtedly delivered 
significant benefits over the past few decades.  Case studies examined in this study 
showed that benefits have been delivered through: 

• Improved delivery of services. 

• Internal efficiencies. 

• New capabilities and services. 

• Better information to Government and the public. 

12 Existing central agencies programmes have been an important contributor.  Over the past 
five years, the State Services Commission has delivered significant new capability 
through its e-Government Programme and other initiatives including: 

• Secure e-mail. 

• Shared workspaces. 

• www.govt.nz portal/sector portlets. 

• Public sector intranet. 

• Public sector directory. 

• e-GIF standards. 

• Syndicated procurement initiatives – Microsoft G2006, Mobile Government 
(Telecom and Vodafone contracts). 

• Establishment of major new initiatives – Government Shared Network and Shared 
Logon initiatives. 

• Monitoring of major IT projects. 

• Facilitation of sector initiatives. 

                                                 
2 “The Contribution of ICT to Productivity”, Barker, Fuss, Tooth and Waverman, ANU, 13th June 2006. 
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• Communication and training on ICT and e-Government issues. 

13 The above initiatives have enhanced the connectedness of government agencies and set 
the platform for a transformed engagement with citizens.  The increased capability is 
creating opportunities for state sector agencies to individually or collectively undertake e-
projects that would not have been previously possible.  The results from investment to 
date in the e-Government Programme is summarised in Appendix 2. 

14 In addition to these ICT initiatives, central agencies also provide support for the planning 
process through mechanisms such as the Managing for Outcomes Guidelines and 
Guidelines for Managing and Monitoring IT Projects, as well as on-going scrutiny of 
budgets, business cases and projects, all of which are designed to ensure new investment 
is focused on the delivery of benefits to agencies and citizens. 

15 One of the challenges, as alluded to above, is in defining productivity within government.  
The purely economic definition is important. 

    Outputs 
Productivity =  ---------- 

     Inputs 
 
This definition allows for productivity improvements through a top-line focus, i.e. 
delivering more/enhanced services with the same inputs, and a bottom-line focus, i.e. 
delivering the same with less (or a combination of the two).  Both have been considered 
in this study. 

16 There are at least two other relevant definitions for government productivity that have 
been considered in this study: 

• Human resource utilisation – as the highest input cost to Government, the 
productivity of staff, including non-economic factors, is a significant consideration. 

• Benefits to clients – the ultimate measurement of effectiveness of Government 
services is in their delivery to citizens and businesses both through better services 
and reduced compliance costs. 

17 There is a further challenge in considering productivity in the New Zealand Government 
context - the attribution of benefits.  New Zealand has a federated public service, with 
departments and crown entities having a high degree of independence in decision-making 
compared to many other jurisdictions.  This model is focused on service delivery and 
efficiencies within agencies, and ICT is seen by individual agencies as an important 
enabler.  However productivity benefits for one agency can be different to those derived 
by another, even for the same type of initiative.   Furthermore, the benefits of cross-
agency initiatives may be difficult to capture, particularly where the gains for the 
Government as a whole (or for citizens) add up to more than the sum of the benefits to 
the individual agencies.   

18 ICT can provide the integration that enables these cross-agency benefits to be delivered - 
through authoritative information sources, integrated business processes and simplified 
client interactions - while allowing each agency to focus on delivering their individual 
outcomes.  ICT, unlike some other asset classes, is often used to support an alternative 
service delivery strategy - e.g. investment in a website to provide online services may 
obviate the need for additional client service staff and buildings. 
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19 Any initiatives to deliver greater productivity must target gains in both these areas – they 
must maintain and enhance agency and sector productivity while targeting greater all-of-
government productivity.  The initiatives are likely to be a mixture of centralised actions 
and facilitation of federated actions, as illustrated in the following diagram. 

 

 

 
 

Actions must be 
designed to 
maintain and 
enhance 
agency/sector 
productivity 
while targeting 
greater whole of 
government 
productivity 
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Approach 

Research Methodology 
20 The project team decided to focus on three tiers of research that the Steering Committee 

agreed addressed the information collection objectives of the review: 

• Strategic Alignment - an examination of agency Statements of Intent (SOIs) and 
ICT plans to ascertain: 

- the extent to which ICT plans are aligned to Statements of Intent in respect of 
agency outputs and outcomes 

- the extent to which those plans are focused upon delivering productivity 
gains. 

• Expenditure Analysis – an analysis of agency ICT expenditure figures to 
determine: 

- the overall level of Government ICT spending and compare this with 
international norms 

- the nature of ICT spending (e.g. maintenance of existing capability or 
delivery of new capability) and whether there are significant differences in 
expenditure between agency types 

- whether current levels of ICT investment are adequate and whether there is 
sufficient focus on areas likely to deliver productivity. 

• Business Practice - an examination of (formal and informal) case studies of ICT 
investments by agencies to determine: 

- the extent to which business cases focused on quantified benefits and 
productivity gains as the justification for ICT investment 

- the extent to which benefits and productivity gains were assessed after 
implementation 

- the extent to which lessons learned are being fed back into new business 
initiatives to ensure productivity gains are delivered in future. 

21 The project team took advice from stakeholders and examined previous studies in 
considering the research methods chosen to collect information from Government 
agencies.  There is little formal, across-the-board research of Government ICT 
expenditure and practices - either by central agencies or private research organisations.  
Previous studies by the State Services Commission revealed that much of the data sought 
is not collected on an on-going basis and that a survey of all agencies was likely to be a 
protracted exercise.  It was decided that a more productive approach was to form a 
Reference Group of ICT leaders from a representative sample of Government agencies 
that would be invited to contribute research data and to provide input into the analysis 
and conclusions. 

22 The research method chosen was consistent with the Terms of Reference, which stated: 

‘Seeking detailed analysis from all agencies of their ICT expenditure would be a large 
task and is not included in this scope.’ 
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23 Fourteen ICT leaders accepted the invitation to join the Reference Group.  They 
represented a cross-section of agency types (i.e. departments and crown entities, large 
and small, operational and policy-focused).  Two important sector groups were 
represented – Education and Health.   

24 In addition to the research material provided by the Reference Group, a number of other 
sources were used: 

• International research was examined to ascertain the extent and nature of large 
scale government ICT investment activity devoted to productivity improvements in 
other countries - in a few cases this resulted in telephone interviews or face-to-face 
contact. 

• Other New Zealand-based information resources were used to obtain a quantitative 
assessment of the government agency purchases of ICT products and services from 
the NZ vendor community. 

• Business cases and reports from existing monitoring processes within the State 
Services Commission. 

• Data from the Government Electronic Tendering System (GETS) on ICT purchases 
by all agencies. 

• Data from The Treasury on ICT assets and overall output expenditure – actuals and 
budget estimates from 2004 – 2010. 

• ICT industry representatives were interviewed to gain their views on relevant areas. 

• Discussions were held with researchers and outputs were examined from the other 
Government expenditure reviews to ensure alignment. 

25 Eight topics were chosen as research subject streams.  These subjects were selected as 
areas of potential ICT productivity improvements based on previous international and 
local studies and early feedback from stakeholders interviewed in this study.  It should be 
noted that these subjects were seen as broad and inclusive areas for initial research, rather 
than exhaustive categories for likely improvement options.  Some of the topics and 
definitions changed over the course of the study as research evidence indicated a 
different perspective on likely options for productivity improvements.  The subjects 
were: 

• Shared services. 

• Joined up government. 

• Interoperability. 

• Procurement and portfolio management. 

• Industry responsiveness. 

• Open source. 

• Financial management and accountability. 

• Capability and governance. 

These topics became the basis for initial interviews with individual Reference Group 
members and for collection of documentary research from the agencies.  
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26 In addition to the formal research, it was agreed that a series of workshops with 
Reference Group members would be held during the conduct of the review to gain their 
collective input to the research findings and conclusions. 

Findings and Conclusions 
27 The findings and conclusions from the research set out in this section are summarised 

according to the three research tiers of Strategic Alignment, Expenditure Review and 
Business Practice and in addition, the eight subject streams are also summarised.  
Detailed discussion of findings and conclusions for each of the subject streams are 
included in Appendix 3. 

Comment on Information Availability 
28 The research on Strategic Alignment was comparatively straightforward with all agencies 

able to provide a Statement of Intent and most able to provide ICT plans. 

29 The Expenditure Analysis research proved the most difficult.  Only a small number of 
the agencies were able to provide the complete information sought in the time available.  
Most agencies provided some of the information sought. In fairness, it should be noted 
that the requests were made immediately after the end of the 2005/6 financial year when 
finance departments were preoccupied with year-end reporting requirements.  The 
analysis and outputs of this review have been disadvantaged by the inability to gain a 
more complete data set on which to base extrapolations and conclusions.   

30 The initial analysis of the financial data that had been provided indicated that it was too 
small and varied a sample to draw conclusions with confidence about the total 
government sector.  Therefore summary expenditure figures from a supplementary group 
of agencies were obtained, which provided more confidence in the findings on the scale 
of government expenditure on ICT.  

31 A large number of business cases and case studies were collected and analysed in the 
Business Practice tier.  However in many cases these were not accompanied by post 
implementation reviews (PIRs) that would have provided an assessment of whether the 
claimed benefits were achieved or whether the agencies concerned had learned lessons in 
terms of productivity delivery.  

Strategic Alignment 
32 All agencies studied were able to provide a Statement of Intent (SOI).  It should be noted 

that most SOIs do not make specific reference to productivity delivery, although they do 
detail the outcomes that are to be delivered and how the output expenses within funding 
votes are to be applied in respect of those outcomes.  Some Statements of Intent address 
ICT expenditure specifically – discussing the ICT programmes that will contribute to 
each of the outcomes - however many do not make more than passing reference to ICT 
plans. 

33 Almost all agencies were able to provide a separate document that sets out a medium 
term programme for ICT developments.  These documents varied widely in terms of 
specificity, some providing no more than a high level abstract of the agency’s 
information needs, while others include details of projects and planned technology 
purchases to deliver identified requirements. The higher level documents are usually 
called an Information Framework or similar, while the more detailed documents are 
conventionally titled the Information Systems Strategic Plan.  
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34 Most agency ICT plans do not reference the SOI explicitly, nor do they make explicit 
statements about productivity improvements.  However in many cases the information 
strategic plans do support the SOIs implicitly by stating how the various ICT initiatives 
proposed would assist the agency in the delivery of outputs in support of agency 
outcomes. A common feature of these documents is their declaration that the proposed 
programmes should improve the volume and/or quality of current outputs or provide 
support for the provision of new ones.  An agency-wide productivity improvement is 
implied but typically is not made explicit.   

Expenditure Analysis 
35 Total expenditure data, broken into operating and capital expenditure, was received from 

most of the agencies for the last financial year (2005-06).  A number were also able to 
provide the previous year’s data.  However details of expenditure in specific areas of ICT 
(such as desktop computers, core systems, communications networks, etc.) were received 
from too few agencies to be able to draw conclusions across the public sector related to 
any productivity differences in these areas. The fact that a small proportion of agencies 
were able to produce these figures while others were not readily able to suggests 
considerable variation in charts of accounts and financial reporting standards for agencies 
- at least as far as their ICT expenditure is concerned. 

36 In view of the limited financial data received, effort was concentrated upon assessing 
total expenditure and to a lesser extent, the proportion of this that was devoted to new 
initiatives having a productivity gain as one of its objectives. 

37 Expenditure data for the 2005-06 year were used to assess total current government 
expenditure on ICT for each agency, which was calculated as a percentage of total 
agency output expenditure and averaged for the group (see the Research Annex for 
details of the analysis).  The average ICT expenditure for the sample was extrapolated 
across the total output expenditure for all departments and crown entities provided by 
The Treasury.  A similar analysis and extrapolation was applied to sample agency capital 
expenditure figures. Capital expenditure figures were received from a smaller number of 
agencies than operating expenditure so the extrapolation is less reliable.  The total sample 
size for this extrapolation was 27 agencies representing approximately 22% of total 
Government output expenditure.  Analysis of the 2004-05 expenditure supports the 2005-
06 analysis. 

38 Based on this data, our estimates of total Government ICT expenditure for 2005-06 are as 
follows: 

• Operating expenditure:  $1.8 billion 

• Capital expenditure:   $1.2 billion 

• Total expenditure:  $3.0 billion. 

39 These are higher estimates than appear in most other studies and it is worth commenting 
on the differences in survey methods and populations.   

40 The Gartner analysis on comparative government ICT spend (see following table) 
estimated the New Zealand Government’s industry spend at US$0.7 billion (NZ$1.1 
billion).  This estimate was derived from industry surveys and therefore excludes all 
internal costs such as staff as well as various ICT-related purchases from organisations 
that may not be considered part of the ICT industry (e.g. contractors supplied by human 
resources agencies).   However it is useful for comparison of New Zealand’s expenditure 
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relative to similar OECD governments, as a proportion of total government expenditure 
and on a per capita basis. 

 

  

Gov’t ICT 
industry spend 

(US$b)

National ICT 
industry spend 

(US$b)

Gov’t ICT 
industry spend 

% national 

Gov't ICT 
spend

US$ per capita 
(total pop'n)

USA 140 802 17% 538

UK 26.8 154.5 17% 462

Singapore 1.1 8.2 13% 366

Denmark 2.1 11.6 18% 350

Sweden 3 22.1 14% 333

Australia 5.5 37.9 15% 305

Norway 1.5 10.1 15% 300

NZ 0.7 5.6 13% 187

Canada 8.3 59.7 14% 176

 
41 A 2005 market study by IDC that surveyed the 13 large Government agencies, 9 large 

educational institutions and 21 health sector agencies gave a total ICT spend of NZ$1.2 
billion.  This data was derived from a combination of industry and agency research and 
excludes many agencies.  However this study provides a useful breakdown of the major 
areas of Government ICT expenditure and of relative growth in the different areas. 

 
Area of Expenditure % Total CAGR

Services  
 Consulting and Integration 23% 7.20%

 Outsourcing and Operations-related Services 25% 5.10%

 Infrastructure Deployment and Support 
Services 5% 3.10%

 IT Training and Education Services 4% 1.80%

Services total 57% 5.60%

Software total 14% 10.20%

Hardware total 29% 3.30%

Total IT 100% 5.70%
 
42 Services represent the majority of all expenditure, although it is likely that some of the 

services estimate (e.g. Consulting and Integration) may include expenditure on software 
development that was not recognised as such. 
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43 The heavier growth weighting in software development (particularly as against hardware 
expenditure) is to be expected as the latter is seen more and more as a commodity 
purchase with significant price competition.  The development of new software 
applications may be seen as more likely to lead to productivity gains than hardware and 
as such this is an encouraging trend. 

44 A further perspective on the possible impact of expenditure on productivity was derived 
by questioning the Reference Group members on the proportion of their expenditure 
devoted to the current ICT capability base (i.e. maintaining and enhancing existing 
systems) compared to investing in completely new capability.  Only a small number of 
agencies were able to provide this estimate, the average of which was as follows: 

• Current capability:  65% 

• New capability:   35% 

45 There was some anecdotal evidence to suggest that the agencies that were able to supply 
this data were those that had a significant focus on delivering new capability and that the 
overall new capability figure is lower than this estimate. 

46 Further analysis of ICT spending by agency types revealed useful conclusions for 
targeting focus and resources towards delivering greater productivity: 

• Operational agencies (i.e. those agencies that have a significant operational services 
delivery role) have a higher ICT spend (as a proportion of total output expenditure) 
than policy agencies. 

• Regionalised agencies (i.e. those agencies with a significant branch network) have 
a higher ICT spend proportionately than centralised agencies. 

• Agency size was not in itself a significant factor in terms of ICT spend levels as a 
proportion of total output expenditure. 

47 To derive a picture of the future investment plans, the actual and budgeted ICT asset 
figures for all agencies for the period 2004 – 2010 were examined.  This analysis showed 
that although gross (purchase) values will increase, net book value will remain fairly 
static in overall dollar terms and will fall significantly as a percentage of purchase value 
(from 34% of cost in 2004 to 22% of cost by 2010).  In itself, this suggests that 
reinvestment rates will fall or that the life of the assets will increase.  It should be noted 
that these budget figures represent current investment plans rather than intentions.   

48 The conclusion on expenditure is that the total government ICT expenditure is 
approximately $3 billion annually, which is not a high level of spend in comparative 
international terms.  There is also a risk that reinvestment in ICT will fall below the 
levels necessary to maintain and enhance current capability. 
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Business Practice 

Productivity Focus in Business Cases 

49 Business case development is a standard activity within agencies but the quality varies 
widely. They generally fell into one of three categories, characterised by the degree to 
which benefits were explicitly defined. 

50 The first category is business cases which explicitly define the areas where quantifiable 
benefits are to be obtained.  The benefits typically result from rationalisation of existing 
systems, the provision of facilities and functionality, and improved staff productivity.  
Such business cases often include financial measures of benefits such as NPV and IRR. 

51 The second category of business cases defines new and/or enhanced facilities to be 
provided, usually with claims that such facilities will improve organisational 
performance and deliver staff productivity or client service benefits.  Occasionally such 
claims are quantified in terms of time saved but often this is not the case. Usually such 
claims are made in only qualitative terms even when the nature of the benefit suggests it 
could be quantified. 

52 The final category of business cases includes little more than a description of the 
intended expenditure.  No attempt is made at quantifying benefits. 

53 It should be noted that current formal monitoring of business cases by the State Services 
Commission is confined to ‘strategic projects’ (defined as having capital expenditure of 
more than $7 million or total expenditure of more than $15 million).  The Treasury also 
examines business cases for new funding bids.  Some of the better business cases had 
been through these processes and there was some evidence of the effectiveness of the 
current monitoring processes in terms of the higher quality of those documents.  
However this represents a minority of all business cases examined in this study. 

54 It was concluded that there is considerable scope for improvement in business case 
development if productivity is to become a focus and benefits realisation to be quantified.  
Productivity or efficiency gains should be quantified and measurable so that post 
implementation assessments are possible. 

55 Monitoring and reporting of business cases also needs to focus on ensuring that the 
business outcomes of the project are achieved.  The Gateway models developed and 
implemented by the United Kingdom and Australian governments are models in this 
regard3. 

Post Implementation Assessment of Benefits 

56 All agencies agreed that good practice requires a review of an ICT project once 
implementation has been completed, however it was found that such practice is far from 
universal. Half of the agencies were able to provide an example of a post implementation 
review (PIR). These reviews took one of two forms: project closure reports that focus 
upon the conduct of the project itself (i.e. was it well managed, did it achieve its 
milestones, etc.), and a PIR which reviewed the extent to which the benefits claimed for 
the investment in the business case were actually realised.  It is the latter which is 
relevant to this review. 

                                                 
3 Gateway is discussed further in Appendix 4. 
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57 The PIRs that were examined generally were honest appraisals - in a number of cases 
concluding that the project had not fully realised the benefits sought.  The project closure 
reports were less helpful in determining benefit realisation and generally did comment on 
whether or not a productivity gain had been achieved.  

58 The conclusion is that there is poor practice for assessing productivity realisation from 
government ICT investments and considerable improvement is required in order to reach 
an acceptable level of practice.  Post implementation reviews provide a feedback loop 
that is critical to measuring the effect of any productivity improvement initiatives both 
within the agency and as a contribution to government best practice.  It is also important 
that the learning from the PIRs is, where appropriate, spread more widely for the benefit 
of other agencies. 

Subject Streams Summary 
59 The key findings from the eight subject streams are summarised below.  A more detailed 

analysis is in Appendix 3. 

Shared Services 

60 There is a new wave of large scale shared services initiatives being implemented by 
overseas governments; however there is no evidence to suggest that significant 
productivity improvements are to be gained by the New Zealand Government returning 
to the highly centralised, shared computing services that existed prior to the state sector 
reforms of the 1980s.   

61 The Reference Group believed that the state sector management framework with its focus 
on individual agency outcomes may be an impediment to further cooperation on the 
provision of shared services.  It was proposed that there was a role for focused shared 
services initiatives, particularly for smaller agencies.  

Combined Applications/Joined up Government 

62 There is considerable international focus on delivering joined up government 
applications to citizens and businesses, driven by the objectives of reducing contact 
points and repetitive interactions.  In New Zealand there are a number of excellent sector 
applications, as well as the All-of Government Authentication initiative led by SSC.  
However the Reference Group believed that there were many other opportunities that 
were not being exploited because there were no formal mechanisms for pursuing them, 
and that there was a role for central agencies to facilitate these and to remove potential 
impediments. 

63 An important part of joined up government is sectoral approaches as evidenced within 
the education, health and justice sectors. Further gains are possible by reinforcing the 
sector approach, and by looking for other communities of interest where joint effort 
delivers more than the sum of individual efforts. 

Interoperability 

64 There was widespread agreement that the adoption of interoperability standards and 
guidelines could deliver productivity gains by reducing interfaces and information 
sources, and by simplifying client interactions.  The current e-GIF standards are 
supported by agencies; however greater central agency support, and extended compliance 
to crown entities, will ensure more widespread adoption. 
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Procurement and Portfolio Management 

65 The number of multiple tenders for similar products suggests that regular surveys of ICT 
purchasing intentions would reveal further opportunities for syndicated procurements. 
There are opportunities to reduce procurement costs and improve standardisation of ICT 
solutions across Government through greater central agency support for the procurement 
process, particularly to smaller agencies.   

Industry Responsiveness 

66 Industry capability is not seen as a significant overall constraint on the delivery of ICT 
plans, however the small size of the New Zealand market means capacity and capability 
in specialist areas is often limited and offshore resources are used to fill gaps – with 
resulting cost pressures.  Greater transparency, both in agency ICT planning and in 
industry engagement, is seen as a means to improving the quality of ICT solutions and 
delivery. 

Open Source 

67 Government organisations overseas have seen open source software as providing a 
strategic procurement option and a potential source of cost reduction.  The main issues 
impeding its adoption in New Zealand are around licensing and support, with the open 
source models being perceived as more risky than traditional vendor arrangements.  
Agencies reported that they do not have the resources to investigate and mitigate these 
risks.  Greater central agency involvement in developing recommendations for licence 
agreements and support options, would increase choice and potentially reduce the total 
cost of ownership for software applications. 

Financial Management and Accountability 

68 The current financial reporting systems across Government do not support the analysis 
required for this study and will be a hindrance to any on-going assessment of 
productivity gains.  Capital expenditure plans often do not include medium to longer 
term ICT plans and needs, leading to a lack of preparedness for ICT investment 
requirements.  A stronger ICT financial reporting regime is warranted. 

Capability and Governance 

69 Skills and capability levels were seen as obstacles to the delivery of additional 
productivity from ICT.  Staff turnover and competition for resources make it difficult for 
agencies to hire and retain the right people.  This view is supported by the Department of 
Labour’s surveys.   

70 ICT is still seen as a silo within agencies, characterised by a lack of ICT experience 
across other areas of management and not enough operational and policy experience 
amongst ICT managers. 

71 Governance frameworks are seen as being too focused on compliance rather than good 
practice, and on meeting milestones and budget targets rather than benefits realisation.  
Post implementation reviews of projects were not often conducted and therefore 
productivity benefits were not assessed. 
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Options for Action - Overview 
72 The options suggested from this review provide a balanced portfolio of new initiatives 

that aims to target all stages of the ICT business cycle.  Implementation of these actions 
by central agencies and adoption by departments and crown entities is expected to lead to 
better directed ICT expenditure and improved productivity in the public sector over time.  
The actions are incremental rather than radical, and are aimed at improving management 
of ICT by agencies and sector groups rather than seeking to change the current federated 
state sector management framework.  They strike a balance between greater intervention 
by central agencies and better enablement of agencies’ own capabilities, and are designed 
to maintain and enhance current agency and sector productivity while delivering greater 
productivity for the whole of government.   

73 The impact of these actions in concert is expected to be significant in terms of the 
additional value to be gained from the current expenditure.  A minimum of 1% 
productivity gain is expected from these initiatives, which will deliver an estimated $30 
million p.a. in added value.  The Gateway programme implemented in the United 
Kingdom, which contains similar initiatives to some (but not all) of the recommendations 
outlined below, has delivered a 2% value for money improvement (i.e. actual cost 
savings or avoided costs)4. 

74 The action areas are split into the three different phases of the ICT business cycle: 

• Targeting productivity – ensuring that strategic and business plans include a 
focus on productivity and that this focus is carried forward to business cases and 
project plans. 

• Delivering productivity – ensuring that the design, selection and implementation 
of ICT capability include a focus on delivering productivity. 

• Assessing productivity – ensuring that productivity gains are measured and 
assessed so that factors that lead to the greatest productivity gains are identified and 
are fed back into the strategic and business planning process. 

75 In this section of the report we summarise the action area, to identify the impact on 
productivity and to indicate examples of detailed measurements that could be put in place 
to indicate success.  While there are possible measures identified for each action area, 
consideration also needs to be given to a limited number of high level objective measures 
that may be better overall indicators of progress towards improved productivity 
outcomes. 

76 The action areas are summarised in the following table.  The first column indicates the 
phase of the ICT business cycle, the second the short title of the action area, and the third 
addresses the extent to which the impact is system wide or is in support of individual 
agencies.  The system wide requirements are designed to support best practice and 
effective investment in ICT and to drive productivity. The support to individual agencies 
options are designed to provide leadership to improve the information available to 
agencies to better inform decisions that chief executives make.  

 

 

 

                                                 
4 Refer to Appendix 4 for discussion of these savings. 
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Targeting 
Productivity 

1 Improve ICT strategic planning System wide 

Delivering 
Productivity 

2 Enhance ICT people capability 
3 Improve governance structures 
4 Promote joined up applications and shared services 
5 Improve value realisation from interoperability 
6 Improve industry engagement and procurement 

practices 
7 Assess and provide support for open source 

Support to 
individual 
agencies 

Assessing 
Productivity 

8 Strengthen a culture of ICT performance improvement 
9 Improve financial reporting 
10 Maintain oversight of the effectiveness of government 

expenditure 

System wide 

 

77 The actions will produce the greatest effect when applied across all of government as a 
rising tide of good practice.  They need to be targeted at both large agencies (where the 
greatest gains overall will be made) and smaller agencies (which stand to gain more in 
relative terms) so that improvements are made across the board.  

78 The actions are presented in response to the terms of reference objective to consider 
options for central agency actions that can influence ICT spending by departments to 
increase the contribution to productivity gains. However, the review has also recognised 
that the recommendations need to be considered in the context of the public management 
system in place since 1988.  This includes a central agency focus on results, Chief 
Executive accountability, and the costs (compliance and performance related) of system-
wide scrutiny of inputs. 

79 SSC will look to incorporate some of the findings from the review into its current work 
programme, as part of the normal business planning process.  

80 The EXG reviews include a Central Agencies Review, which identifies the need for an 
agreed approach to improving performance across government as a whole.  Any 
decisions from the Central Agency Review have a direct link to the findings of this ICT 
review.  The impact of the review options on the public management system is uncertain, 
and the risk to the management system is substantial.  Accordingly it is recommended 
that Ministers defer consideration of any initiatives to allow central agency CEs to 
consider these issues subsequent to decisions from the Central Agencies Review. 
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Possible options for action 

Targeting Productivity 

Strategic and Business Planning 

81 There could be a greater and more explicit focus on productivity improvement in agency 
ICT plans.  This should be guided by more direct references to productivity objectives in 
agency Statements of Intent – underpinned by more explicit expectations for productivity 
delivery from ministers and central agencies and through frameworks such as the State 
Sector Development Goals.   

82 Information Systems Strategic Plans (ISSPs) could identify where and how productivity 
improvements can be gained from proposed investments and how these will directly 
support the outcomes in the Statement of Intent. 

83 A differentiation between maintenance or renewal of current ICT capabilities and 
investment in wholly new capability could be made – and productivity initiatives targeted 
accordingly.  Typically plans for the former will involve doing more with less – e.g. 
taking cost out through actions such as contract renegotiations, replacement of older 
versions of systems with new versions that cost less to support, consolidation of systems 
and data with other sector agencies, etc.  The latter will involve delivering new ICT 
services that add productivity overall – e.g. automation of currently manual processes 
and provision of on-line services to replace more expensive counter-based operations. 

84 The ISSP could have an effective prioritisation framework that is aligned with the 
agency’s long term capital plan and other investment strategies, so that resources are 
targeted to areas of greatest productivity delivery (balanced with appropriate weighting 
for other strategic drivers).  The Capital Asset Management Review has concluded that 
the present system of capital asset management in departments is not operating 
effectively and has made recommendations that are broadly consistent with those made 
below. 

85 There could be greater use of standardised business case models that provide greater 
clarity of the benefits of any proposed expenditure and the productivity impact.  
Productivity or efficiency gains could be quantified and measurable so that post 
implementation assessments are possible. 

Action Area 1 

86 Improve ICT Strategic Planning by: 

• ensuring that all agencies prepare and maintain an ICT strategic plan that supports 
the Statement of Intent and that identifies where and how productivity 
improvements can be gained from proposed investments 

• ensuring that all agencies have a long term capital expenditure plan and investment 
prioritisation framework that incorporates major ICT investments 

• developing, promoting and providing support for standardised business case 
models that explicitly target productivity delivery. 
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Impact on Productivity 

87 This action is designed to produce the following productivity impacts: 

• Focus investment on areas that target productivity and ensure ICT business cases 
are given appropriate priority against other competing investment proposals. 

• Improve accountability for productivity delivery. 

• Address potential low reinvestment levels. 

Measurements 

88 The success of this action will be measured by: 

• alignment between ISSPs and Statements of Intent 

• existence of capital expenditure plans and investment prioritisation frameworks, 
and  inclusion of  ICT investment proposals within these 

• use of standardised business case models and extent to which these explicitly target 
productivity delivery 

• value of productivity improvements or cost avoidance delivered by monitored 
projects. 

Delivering Productivity 

Capability and Governance 

89 Good practice requires good people with the right skills.  Senior business managers 
sponsoring or managing ICT projects sometimes do not have the knowledge and skills to 
keep effective oversight of complex and technical ICT projects.  A mix of techniques 
could be implemented within agencies to address this, including a programme of ICT 
skills development, combined with increased exposure of mainstream managers to ICT 
projects, inter-agency secondments and formal mentoring programmes.  A range of 
initiatives to address current skill gaps could be developed in conjunction with existing 
state sector capability development programmes, the Department of Labour’s skills 
surveys and development programmes, and aligned to the recommendations of the 
Expenditure Review – Enhancing Productivity Through People Management Practices in 
the State Sector. 

90 There could be a shift from compliance-based project monitoring and governance 
structures towards greater support for good practice.  Governance should be focused on 
identifying and managing the real risks, particularly as they relate to productivity 
delivery.  This means not only improved business case and project planning frameworks 
(as outlined under Targeting Productivity above) but also monitoring and reporting 
models that focus not just on delivering the ICT solution on time and to budget, but 
ensuring that the business outcomes of the project  (e.g. client take-up) are achieved.   

Action Area 2 

91 Enhance ICT people capability by: 

• conducting ICT project management courses for senior business managers 
sponsoring projects 

• conducting a Government ICT workforce capability survey in conjunction with the 
Department of Labour to identify the most severe of the skill shortages 



Final ICT Expenditure Review.DOC 18 

• introducing a programme of education, skills development, mentoring and inter-
agency secondments to ameliorate the shortage in conjunction with existing 
capability development programmes. 

Impact on Productivity 

92 These actions are designed to produce the following productivity impacts: 

• Reduced project delivery costs. 

Measurements 

93 The success of these actions will be measured by: 

• increased number of government managers who have completed ICT skills 
development programmes 

• level of adoption of new project monitoring frameworks 

• improved outcomes from projects. 

Action Area 3 

94 Improve governance structures of ICT by: 

• reviewing and revising current SSC/Treasury project monitoring and governance 
frameworks to provide greater support for good practice - including improved risk 
management frameworks - and supporting their adoption by agencies. 

Impact on Productivity 

95 This action is designed to produce the following productivity impacts: 

• Better identification and management of risks. 

• Reduced project delivery costs. 

Measurements 

96 The success of this action will be measured by: 

• level of adoption of new project monitoring frameworks. 

Shared Services and Joined Up Government 

97 The e-Government Programme should maintain the focus on opportunities for joined up 
applications and shared services by agencies, particularly where single, authoritative 
sources of information can be developed.  Central agencies could assist by identifying 
opportunities that are not within the current plans of individual agencies and sector 
groups or where the size and lack of resources of the agencies is an impediment. 

98 The public sector planning frameworks including Managing for Outcomes and Preparing 
the Statement of Intent guidelines, and current business case processes and guidelines, 
could be strengthened to reflect an increased emphasis on productivity and support for 
the development of shared ICT services and joined up applications.  Relevant legislation 
and policies could be reviewed to ensure they do not contain unwarranted impediments 
to shared ICT services and joined up applications. 
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Action Area 4 

99 Promote Joined Up Applications and Shared Services by: 

• identifying and facilitating the development of further joined up applications and 
shared services across agencies 

• reviewing state sector planning frameworks for barriers to joined up applications 
and shared services 

• reviewing legislation and policy for unwarranted impediments to joined up 
applications and shared services. 

Impact on Productivity 

100 These actions are designed to produce the following productivity impacts: 

• Lower ICT costs through less duplication of information and applications. 

• Improved customer service and reduced compliance costs for citizens and business. 

• Fewer errors and rework. 

Measurements5 

101 The success of these actions will be measured by: 

• increased number of joined up applications and shared services initiatives 

• citizens achieving results without searching across many agencies 

• citizens providing information to government just once 

• citizens getting consistent service whichever combination of channels used 

• value of productivity improvements or cost savings delivered by projects. 

Interoperability 

102 The benefits obtained to date from the use of interoperability standards could be 
enhanced by extending and strengthening current efforts to cover future emerging 
standards and through wider use within Government. Current State Services Commission 
initiatives to identify, assess and adopt standards should continue, based on “build once, 
use many times” and “capture once, use many times”.  The current regime could be 
extended to cover crown entities where benefits are clearly identified.  Work on a 
Federated Enterprise Architecture framework should continue. 

Action Area 5 

103 Improve value realisation from interoperability by: 

• extending e-GIF standards compliance to crown entities and introducing measures 
to ensure their further uptake by all agencies 

• providing greater support to agencies to ensure ICT plans incorporate the standards 
and that resources and knowledge are available to ensure adoption. 

                                                 
5 Note that these measures are already under action as part of SSC’s measurement of the Development Goals for State Services. 
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Impact on Productivity 

104 These actions are designed to produce the following productivity impacts: 

• Lower ICT costs through fewer interfaces and information sources. 

• Greater client satisfaction through fewer on-line interactions and simpler processes. 

• Lower marginal costs of deploying new business functionality. 

• Encourages joined up applications and shared services. 

Measurements 

105 The success of these actions will be measured by: 

• reported compliance with standards 

• citizens achieving results without searching across many agencies 

• citizens providing information to government just once 

• citizens getting consistent service whichever combination of channels used 

• value of productivity improvements or cost savings delivered by projects. 

Procurement and Industry Engagement 

106 Productivity benefits obtained from existing syndicated procurements could be extended 
further. Regular surveys of ICT purchasing intentions may reveal further opportunities 
for all-of-government syndicated procurement initiatives.  Central agencies may assist by 
either supporting negotiation of syndicated procurement contracts by an appropriate lead 
agency or conducting a centralised procurement. 

107 Central agencies could provide greater support to agencies at all stages of the 
procurement process, particularly in the pre-purchase phase (i.e. sharing of market 
research, vendor briefings, product assessments, etc) to promote good practice rather than 
just to ensure compliance with the existing procurement rules and guidelines.  
Standardised contracts could be developed and promoted to reduce the legal costs and to 
improve agencies negotiating abilities, particularly for smaller agencies. 

108 Better engagement with industry is essential to improving procurement outcomes and 
reducing process costs.  Greater openness with industry needs to be facilitated and 
innovation encouraged.  While the current procurement compliance rules are unlikely to 
be lightened, improved procurement practices by agencies will also reduce costs for 
industry. 

Action Area 6 

109 Improve Industry Engagement and Procurement Practices by: 

• monitoring the use and procurement of commonly used ICT products and services 

• identifying opportunities for more syndicated procurements 

• strengthening support to agencies for good practice at all stages of the ICT 
procurement process 

• making public versions of ISSPs available to industry and facilitate regular industry 
briefings by agencies on ICT investment intentions. 
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Impact on Productivity 

110 These actions are designed to produce the following productivity impacts: 

• Improved selection of ICT solutions at lower total cost of ownership. 

• Adoption of standard solutions that enable more joined up applications. 

• Lower procurement costs, especially for small agencies. 

• Lower cost of engagement for industry leading to more innovative solutions. 

Measurements 

111 The success of these actions will be measured by: 

• increased participation in existing syndicated procurement contracts 

• more syndicated procurement contracts 

• fewer repeated agency procurements for the same products and services 

• benchmarking of agency purchase prices and ownership costs for common 
products. 

Open Source 

112 The adoption by some agencies of open source software and the interest in it both 
overseas and within New Zealand indicates that wider investigation of open source is 
warranted.   Uncertainty about the costs and risks of open source are seen as a barrier to 
its consideration by many agencies, particularly for smaller agencies.  Many agencies are 
seeking assistance in evaluating open source products.  Understanding more about the 
current use of open source, and support around the contractual and support issues would 
be valuable for these agencies in particular.  

Action Area 7 

113 Assess and Provide Support for Open Source by: 

• surveying current open source products in use across Government, and identifying 
opportunities to coordinate the experience of agencies in the use of open source 

• developing guidelines and recommendations for licence agreements and support 
options 

• facilitating knowledge transfer and communities of support within agencies. 

Impact on Productivity 

114 These actions are designed to produce the following productivity impacts: 

• Reduced total cost of ownership for software applications. 

• Reduced risk of licensing and support issues – particularly for smaller agencies. 

Measurements 

115 The success of these actions will be measured by: 

• value of procurement and operating cost savings through use of open source. 
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Assessing Productivity 

Post Implementation Reporting 

116 Considerable improvement is required in the conduct of post implementation reporting so 
that feedback from projects is captured and the lessons learned.  Project closure reports 
and post implementation reviews could be completed for all projects of significance to 
individual agencies, and be monitored by central agencies for all strategic projects.   
Business cases and project budgets should include provision for these.  The learning 
gained from a project in one agency could be used to ensure that there is a “rising tide” of 
good practice across the whole government sector. 

Action Area 8 

117 Strengthen a culture of ICT performance improvement by: 

• ensuring that Post Implementation Reports (PIRs) are created for all projects and 
that they contain an assessment of realisation of productivity gains 

• ensuring that wherever the intended productivity gains were not fully realised, 
agencies undertake remedial activities to maximise their attainment and identify the 
lessons learned 

• incorporating lessons learned into government best practice. 

Impact on Productivity 

118 These actions are designed to produce the following productivity impacts: 

• Better assessment of productivity delivery from projects. 

• Increased productivity from existing projects. 

• Better understanding of success factors for productivity delivery and improved 
focus in future projects. 

Measurements 

119 The success of these actions will be measured by: 

• increased number and quality of post implementation reviews completed 

• increased number of projects that are able to report the attainment of the projected 
benefits 

• increased availability of case studies identifying good practice. 

Financial Reporting 

120 Improved financial reporting on ICT expenditure is necessary if productivity 
improvements are to be assessed.  This will have benefits both to agencies – in improving 
their understanding of the nature and focus of their own spending – and to Government 
in providing a more accurate all-of government view of ICT expenditure and the degree 
to which this is directed towards productivity improvements.  

121 Initiatives are underway at Statistics New Zealand to collect aggregated figures on a bi-
annual basis which will permit Government to obtain a view of the magnitude of total 
expenditures. In order to obtain a clearer view of how well directed expenditure is 
towards productivity improvement across all agencies, some refinement of the 
information collected is needed.  This is broadly consistent with the findings of the 
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Capital Asset Management Review in regard to improving information for decision 
support.   

Action Area 9 

122 Improve Financial Reporting by: 

• determining and implementing mandatory reporting standards that identify the 
productivity impact of ICT investments (consistent with Statistics New Zealand’s 
ICT survey). 

Impact on Productivity 

123 This action is designed to produce the following productivity impacts: 

• Improved understanding of size and nature of Government ICT expenditure. 

• Better knowledge of ICT investment and financial management practices. 

• Better portfolio management of Government ICT expenditure. 

• Improved measurement of productivity improvements over time. 

Measurements 

124 The success of this action will be measured by: 

• availability of robust and comprehensive benchmark data for future measurement 
of productivity gains. 

ICT Advisory Group / Cabinet Report 

125 The nature of these findings is such that they need to be implemented, monitored and 
adjusted over several iterations.   A much greater focus on productivity delivery is 
unlikely to be achieved in a single planning period; and without a sustained focus and 
regular review of the progress towards greater productivity, short-term gains will be 
dissipated. 

Action Area 10 

126 Maintain oversight of the effectiveness of government ICT expenditure by: 

• establishing an ICT Productivity Group comprising senior state sector business 
executives to advise ministers on ICT productivity 

• reporting annually to Cabinet on trends in ICT expenditure and the greatest areas of 
productivity delivery. 

Impact on Productivity 

127 This action is designed to produce the following productivity impacts: 

• Continued focus on ICT productivity initiatives. 

• Improved knowledge by Ministers of effect of ICT productivity initiatives. 

Measurements 

128 The success of these actions will be measured by: 

• formation and continued operation of ICT Productivity Group 

• completion of annual report to Cabinet including commentary on: 
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- greater productivity focus in ICT planning 

- trends in output delivery achievements driven by ICT 

- trends in ICT input costs. 

Targeting of Actions 
129 Consideration of how best to target the actions needs to take two factors into account: 

• The largest agencies will deliver the most productivity benefit – less than 25% of 
the agencies account for more than 80% of the public sector staff (see following 
chart) and therefore could be expected to deliver a proportionate share of 
productivity gains. 

• The smallest agencies reported having the greatest issues with resource availability 
and implementing good practice and therefore are likely to deliver the greatest 
productivity gains in relative terms.  
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130 The portfolio of actions should be initiated with a balanced focus on large and small 

agencies.  The actions will produce the greatest effect when applied across all of 
Government as a rising tide of good practice.  Existing good practices in one agency or 
sector will provide the learning lessons for other agencies.  Skills and experience in one 
agency or sector may be seconded to others.  Smaller agencies will need greater support 
in relative terms but the focus of resources should be balanced between large and small 
to ensure that significant gains are made as quickly as possible but also that incremental 
improvements are made across the board. 

 

Chart: Agency size by FTE Staff 
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Appendix 1 - Terms of Reference 

Expenditure Review: Government ICT Spending 

3 May 2006 
 
"Consider the scale of government ICT spending and whether and how this should be focused 
on areas that contribute to productivity gains." 

Context 

1 Improving government productivity can make a considerable contribution to the overall 
economy. Since reform began in the 1980's State Services governance and accountability 
arrangements have generated significant productivity improvements but progress has 
been uneven across the State Services. 

2 Some examples of productivity benefits obtained from ICT investment are the 
negotiation of combined central and local government agreements for Microsoft licenses, 
the replacement of the IRD mainframe and major systems development in individual 
departments. ICT investments can result in reduced operating costs, and may also deliver 
benefits through customer service improvement, reduction in compliance costs for the 
businesses and the public, and increased systems flexibility to respond to policy drivers. 

3 ICT has the potential to transform the way that government services operate. 
Considerable government funding is applied each year to ICT but we do not have a good 
assessment of the quantum of this spend. Increasingly, including through the influence of 
the e-government programme and the Development Goals, opportunities exist for cross 
agency initiatives. There may be scope with ICT, for better application of governance 
and accountability arrangements or for encouraging them to be used differently. 

4 Expenditure on ICT related activities is likely to continue to increase, as technology 
becomes an enabler for business transformation. 

5 This work stream will determine whether an approach to focus government ICT spending 
on areas which most contribute to productivity gains is justified. (Productivity gains are 
being interpreted as being able to reduce costs or obtain more cost effective results.) This 
would include developing methods to prioritise technology spending, and identifying 
possible shared opportunities. 

Objectives 

6 The objectives of the review are: 

• to provide improved understanding of the broad scale and nature of government 
ICT spending  

• to consider options for central agency actions that can influence this spending by 
departments to increase the contribution to productivity gains  

• to consider whether and how these could be put in place  

• to consider what results could be achieved, including the cost of doing these things 
and how they would be measured.  

7 In scope are departments and some key Crown Agents that have large ICT spend e.g. 
ACC, District Health Boards, Housing NZ Corporation, NZ Qualifications Authority, 
and Tertiary Education Commission. The project will develop a more comprehensive list. 
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8 ICT in this context is information and communications technology. This will include 
both initial investment costs of projects and the operating costs associated with the whole 
range of information and communication technologies. Note that the productivity gains 
from technology are often associated with the change to business processes, the change 
management and HR processes. A good technology solution that is badly implemented 
may fail to deliver the benefits. 

9 Benefits from any initiatives included would not necessarily be for departments only but 
could be for wider NZ Inc. 

10 The project will also consider how new developments interact with each other. Too many 
new large projects being implemented at once can stretch the capacity of the ICT 
industry and therefore increase costs. There may be benefits in Government adopting a 
portfolio approach to ICT investments. 

11 It is within the scope of this review to identify possible opportunities for improvement 
and seek to identify how these could be achieved. 

12 Seeking detailed analysis from all agencies of their ICT expenditure would be a large 
task and is not included in the scope. However opportunities will he identified to 
approach agencies and discuss particular experiences. Some financial information has 
previously been collected by SSC and this will be built on to give indicative investment 
data. Relevant overseas international examples and research from sources such as 
Gartner are likely to be relevant. 

13 Work has been done on particular opportunities such as shared services (in a joint 
Treasury ISSC scoping study in 2001 that did not recommend that it go ahead). Another 
example was the work undertaken on procurement that abandoned the "Go Procure" 
project but led to the entrenchment of syndicated procurement. These reviews would 
only be revisited if it appears that there has been sufficient change in the environment to 
warrant this. 

Approach 

• Develop an assessment of the broad scale and nature of current government ICT spending 
and projected future changes. This would be based on information that SSC has collected, 
triangulated with information available from other sources such as Treasury, MED, 
Statistics NZ, the ICT industry, and research providers.  

• Review a sample of government ICT developments and assess the results including what 
productivity gains were achieved or not achieved and whether this is applicable to other 
initiatives.  

• Scan international and private sector developments to identify possible opportunities e.g. 
from published literature, overseas Government experience or research reports (such as 
Gartner).  

• Identify what might he the most significant areas of spend and what might provide 
opportunities for improvement.  

• Prepare a short list of opportunities within ICT spending for improving productivity that 
appear to offer potential for further development and obtain approval of steering 
committee.  

• Develop options for central agency actions that can influence this spending. These range 
from policy, working collaboratively, considering how Government can manage a 
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portfolio of investments in ICT and looking at new funding options, through to oversight 
of the direction on specific areas of ICT spending.  

- Consider how each option could be implemented and the timing for this. 

- Likely costs and benefits of the approach including productivity gains beyond the 
individual departments  

- How the benefits could be measured.  

(The options explored may require different mechanisms to put them in place.)  

• Recommendations for actions. 
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Appendix 2 - State Services Commission – e-Government programme 

Introduction 

1 E-government is a way for governments to use the Internet, personal computers, mobile 
phones and other technologies to provide more convenient access to government 
information and services, to improve the quality of services and to provide greater 
opportunities to participate in our democratic institutions and processes.  The rapidly 
changing technological environment in which we live means that government agencies 
need to be exploring how new channels can be utilised to deliver information and 
services, and at the same time, an increasingly technological population will be seeking 
to use new channels to interact with government agencies. 

E-government History 

2 In May 2000 Government adopted a vision for e-government in New Zealand: 

“New Zealanders will be able to gain access to government and services, and participate 
in our democracy, using the Internet, telephones and other technologies as they emerge.” 

3 The State Services Commission formed the E-government Unit in late-2000 to facilitate 
the delivery of the Government’s vision for e-government. The e-government 
programme, defined in strategies approved in 2001 and 2003, is primarily about 
managing change within the public sector. 

4 The E-government Unit role in the programme was defined by Cabinet as: 

• Strategy: development of overarching e-government strategy, and common system 
and data management policies, standards and guidelines. 

• Leadership: facilitate the uptake by government agencies of the e-government 
vision and IS and data management policies, standards and guidelines. 

• Coordination/collaboration: identify opportunities for beneficial collaboration 
across government agencies, leverage better returns from existing information 
management and technology (IM&T) investment, and provide coordination for 
multi-agency e-government projects. 

• Policy: provide advice to the Minister of State Services in relation to  
e-government. 

• Monitoring: monitor progress toward achieving the e-government vision and in 
relation to IM&T investment. 

5 Subsequent Cabinet decisions have resulted in more direct involvement in building and 
managing the foundations for e-government, including the development and operation of 
infrastructure.   

6 A revision to the e-government strategy will be considered by Cabinet in October 2006. 

SSC Expenditure 

7 Between 2001/02 and 2005/06, the SSC has spent $62.6 million operating expenditure, 
and $10.3 million capital expenditure on the e-government programme.  This is a very 
small percentage of the estimated annual spend of $3 billion. The following graphs show 
the details for each year. 
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8 There were key components to this expenditure.  The three largest components over the 
five years were the strategy, policy and project development; the all-of-government web 
portal, www.govt.nz; and authentication.  This is illustrated in the following graph. 
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Programme Deliverables 

9 The initial deliverables from the SSC’s e-government programme were the development 
of capability and delivery of strategy, policy advice and promotion of the concept of e-
government.  The SSC was also heavily involved in providing policy advice to 
Government in the e-government space.    

10 This initial work programme led to identification of a number of projects that would 
build the platform necessary for the achievement of the e-government goals, and later, 
the State Sector Development Goals.  The initial projects had a focus on connecting 
government agencies, which had previously been operating separately.  

11 As discussed in the body of this report, defining and measuring productivity in 
government can be a challenge. For the e-government projects undertaken by the SSC, 
collaboration and innovation were more significant drivers than productivity, and the 
productivity benefits have been captured by agencies and the public, rather than the SSC.   

12 There are specific products that have resulted from the SSC’s work, and the key ones are 
identified below.  The short comment on productivity outcome has a focus on identifying 
the productivity gains to adopting agencies, rather than the full range of benefits: 
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Project Productivity Outcome 

SEEMail 55 departments and agencies using 150 secure email domains. 

PSI – Public Sector 
Intranet 

44 agencies connected. Sharing experiences to reduce duplication across 
government.  

Shared workspace Facilitates working between agencies. 6331 users on 54 shared work 
spaces. Reduces meeting requirements, improves collective knowledge, 
enables virtual sector or interest groups to interact efficiently. 

e-GIF e-government 
interoperability framework 

Standards to improve efficiency, particularly through “build once, use 
many”; enhanced ability to provide citizen centric information and 
services. 

Portal 2 million visitors annually, about half from overseas. Provides ease of 
access to appropriate sites. 

Syndicated procurement 28 syndicated contracts operating. 
Awareness and confidence increasing. 
Saved $9 million to date. 

Microsoft  
all-of-government contract 

$9 million savings on license costs over the next three years. 

 

Providing a base for better government 

13 The achievement is, however, more than just a list of products with specific productivity 
gains.  A platform has been created that: 

• builds a more supportive, connected, infrastructure 

• provides a range of options for enhanced communication/coordination 

• builds its own momentum as benefits are understood 

• creates a viable base for significant collective investment and up-take such as GSN 
and Authentication. 

Government Shared Network 

14 The Government Shared Network (GSN) will deliver a dedicated, high-speed, secure, 
nationwide network infrastructure for government agencies. The GSN will replace and 
rationalise duplicated services currently employed by most government agencies.   

15 The GSN responds to security threats to the integrity of government systems, provides 
connectivity that supports collaboration in service delivery, and is a component in the 
government response to the telecommunication stocktake. It will deliver productivity 
benefits based on: 

• Fiscal benefits based on leveraging scale to reduce unit costs. 

• Future cost avoidance for agencies undertaking collaborative initiatives involving 
sharing of process and/or data. 

• Enables agencies to consider collaborative approaches to deliver services to 
citizens. 
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Authentication 

16 Authentication is a vital component for agencies to deliver joined up services. Since the 
start of the e-government programme, Authentication has taken measured, controlled 
steps forward in progressing towards long-term goals. In 2002, Cabinet approved core 
principles of security, acceptability, protection of privacy, all-of-government approach, 
fit for purpose, and opt-in. Subsequent work has involved the creation of an integrated 
body of work, including the completion of a full suite of authentication standards, 
confirmation of the feasibility of an Identity Verification Service (IVS), compatible with 
the Cabinet principles, and the construction of the Government Logon Service (GLS).   

17 Work is now underway for the next phase of the programme, to implement the GLS for 
four agencies, and proceed to rollout across government.  Work is also underway to 
prepare a business case for construction of the IVS, which will be considered in Budget 
2007.   

18 The business case accepted by Cabinet in Budget 2006 identified total benefits of $519 
million over 10 years across both government and the public, for an investment of $35m. 

Prerequisite for projects delivering major productivity benefits 

19 Without the foundation work of the e-government programme since 2000, these 
transformational initiatives – Government Shared Network and Authentication - would 
not have been able to gain sufficient uptake by agencies for government to secure the 
substantial productivity benefits that are now able to be realised. 
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Appendix 3 - Findings on Research Subject Areas 

Shared Services 

1 There is a new wave of shared services initiatives by other governments (e.g. United 
Kingdom, Australia and a number of US states) that seek to deliver substantial 
productivity improvements from an existing low base of efficiency.  Many of the benefits 
being sought from these overseas projects are from the consolidation of multiple agency 
data centres into a very few.   

2 The current situation in these countries differs from that of New Zealand in that there has 
not been widespread adoption of outsourcing as an ICT service model.  New Zealand 
moved from a whole of government shared services infrastructure in the 1980s (with 
central services organisations such as Government Computing Services and Tritec) 
because many agencies believed they could provide more cost-effective services under 
their own commercial arrangements - and many of the current outsourcing contracts 
resulted from this move.  The recent shared services initiatives overseas are, in effect, 
delivering both outsourcing as well as shared services, and therefore some of the benefits 
claimed will be derived from the increased specialisation and resulting efficiencies that 
are delivered from outsourcing – rather than the additional economies of scale to be 
derived from shared services.  As most large (and several small) New Zealand agencies 
already have outsourced ICT service models, these benefits have already been obtained.   

3 Another cautionary note in examining overseas shared services experiences is that 
historical evidence indicates that such benefits are not easily realised.  Early anecdotal 
evidence from some of the recent overseas initiatives supports this view - progress is 
slower and benefits less certain than originally planned.  Given the significant investment 
and risks involved in moving to such models, this early feedback appears to support a 
cautious viewpoint. 

4 A detailed study of the potential for new shared services initiatives in New Zealand was 
conducted by State Services Commission in 2004.  This study identified that a business 
case existed for an all-of-government wide area network but not for any other technology 
area studied.  It resulted in the commencement of the Government Shared Network 
(GSN) project, due to go live in Q4 2006.  

5 There are already several examples of shared services initiatives in specific government 
sectors in New Zealand and it is believed that there are opportunities to extend these.  
Sector representatives reported that this will take place most effectively through and as a 
result of existing working groups and that where this is happening central agency 
intervention is not warranted. 

6 Some smaller agencies reported that they would be willing to use standard business 
applications (especially finance, human resources and document management systems) 
on a shared basis.  One potential model that was discussed was the provision of shared 
services by larger agencies to smaller agencies.  The benefits to smaller agencies were 
seen as obvious, e.g. in maintenance and support costs and in the retention of specialist 
staff.  However there did not appear to be a good understanding of the additional costs 
that larger agencies would incur in providing the external support services.  The extended 
support capability certainly would not have a zero marginal cost.   

7 The Reference Group believed that the state sector management framework, with its 
heavy focus on individual agency outcomes, was an impediment to further cooperation 
on the provision of shared services. 
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8 A significant area of interest from agencies was the creation of shared data assets, e.g. a 
national address registry.  Interest was also shown in common resources such as internal 
policy development and systems security.  Sector and individual agency initiatives are 
already underway in these areas; however the need for greater facilitation by central 
agencies was seen as warranted.  

9 We can conclude that no new evidence emerged during this study to support the view 
that any other large scale shared services project such as GSN should be undertaken at 
this time. 

10 The Reference Group agreed that central agencies should facilitate further shared 
services, either on a whole of government or sector basis, where there appears to be no 
other means of promotion.  Some modest improvements in public sector productivity 
appear obtainable. There was some concern that the State Sector Act may inhibit the 
sharing of services, although the problem may be only cultural. 

Combined Applications/Joined up Government 

11 There is considerable international focus on delivering joined up government 
applications to citizens and businesses (e.g. in Canada, Singapore, Denmark and The 
Netherlands).  Generally these initiatives are driven by the objectives of reducing the 
number of contact points and repetitive interactions, and productivity gains are measured 
in these areas. 

12 In New Zealand there already exists several large scale applications that deliver services 
to users from more than one agency, such as the National Health Index (involving 
Ministry of Health and District Health Boards), IRD and MED’s company/tax number 
registration and MAF-Customs ESCRIP initiative.  The State Services Commission’s 
Single Logon initiative is seen as a significant central agency enabler for advancing more 
joined up applications.  It should be noted that while many existing data sharing 
initiatives could be described as joined up government, they fall short of the commonly 
accepted definition of a joined up process or application. 

13 The Reference Group reported that the most immediate motivation for building 
combined applications was the provision of new and enhanced services to users rather 
than productivity improvements as such.  Nevertheless, it was agreed that the cost 
minimisation implied by the joint ventures represented productivity gains, relative to go-
it-alone initiatives with their inevitable replication of effort.  

14 The Reference Group believed that there were many other opportunities for joined up 
applications that were not being exploited because there are no formal mechanisms for 
doing so outside of existing sector working groups.  The creation of business cases was 
seen as difficult, given that one agency may have to bear the costs while the benefits are 
realised more widely.  The Treasury’s view is that a focus on cross agency benefits 
should not be a barrier to funding provided the business case was sound as a whole; 
however there appears to be limited incentives for individual agencies to champion such 
as business case.  

15 The Privacy Act was seen by some Reference Group members as an impediment to the 
information sharing that is a requirement of many joined up initiatives, although they 
were not able to come up with specific examples of where this had prevented a planned 
initiative from proceeding.   

16 It was agreed that there was a role to play by central agencies in identifying and 
facilitating these opportunities and in working to remove impediments.   
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Interoperability 

17 Efforts by the State Services Commission to promote interoperability in the government 
sector have been successful as all agencies have adopted the e-GIF standards and the 
Web Guidelines. Some agencies were of the opinion that compliance with the standards 
had increased costs in the short term – particularly in respect of the Web Guidelines. 
Nevertheless there was widespread agreement that the adoption of such standards will 
result in a long term productivity gain across agencies even if this has not already been 
universally achieved. 

18 Those agencies that had, or were about to, adopt industry specific international standards 
(e.g. Health’s use of HL7, Department of Labour’s use of airline data, and Education’s 
prospective adoption of the IMS Global Learning Consortium standards) were 
enthusiastic about the productivity gain that such standards enabled. 

19 However consideration of interoperability now extends well beyond the use of standards 
into services design and ICT architecture. 

20 The Reference Group saw the adoption of Services Oriented Architecture (SOA), which 
sets out a standard approach to building information systems based on a set of loosely 
coupled, highly interoperable and reusable ‘services’, as a more comprehensive means to 
achieving interoperability across government (as well as delivering a host of other 
benefits such as lower incremental delivery costs and improved speed to market).  Larger 
agencies are incorporating SOA into their future ICT plans. 

21 The State Services Commission has also commenced work on the requirements for a 
Federated Enterprise Architecture (FEA), which goes the next step and defines the 
overarching enterprise architecture practices for the whole of government.  An FEA 
would enable and support interaction between agencies, not only improved supporting 
interoperability but facilitating shared services, joined up applications and other areas 
delivering potential productivity gains. 

22 The consensus from the Reference Group was that these initiatives should continue with 
additional focus on the investigation, adoption and promotion of the standards and 
frameworks. 

Procurement and Portfolio Management 

23 The study team viewed this subject as encompassing cross-agency strategic planning, 
project prioritisation, budgeting and management, as well as syndicated procurement and 
vendor management.  These have had some focus from both State Services Commission 
and Ministry of Economic Development (note that the latter has recently absorbed the 
procurement team of the former).  However, for most Reference Group members, only 
the syndicated procurement area was receiving significant focus from an all-of-
government perspective.  Education and health groups also have significant sector 
initiatives involving strategic planning, prioritisation, budgeting and project management 
- although the emphasis is more regional than national within the health sector. 

24 Research into Government purchases over the last five years revealed that there were 
multiple tenders for the same products, e.g. there were 33 document management system 
tenders, 27 financial management system tenders, and 43 involving Web content 
management systems.   

25 Small agencies in particular stated that procurement processes were expensive and 
problematic.  Current procurement rules and guidelines were seen as very compliance-
based.  The latest procurement rules reflect international trade agreements and there may 
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be little ability to loosen them, however agencies felt that greater support for good 
procurement practice and decision-making, and more syndicated procurement and 
portfolio management, could significantly reduce the costs of compliance. 

26 The current syndicated procurement contracts negotiated by State Services Commission 
(i.e. for mobile phones and Microsoft software) were viewed by the Reference Group as 
excellent examples of value delivery.  The ‘opt-in’ rather than compulsory nature of 
these deals were seen as particularly appropriate for New Zealand’s federated state sector 
model.  Other syndicated procurement deals negotiated by individual agencies (e.g. 
Police records storage contract, IRD Novell Linux contract) were also seen as examples 
of productivity gains.  A number of additional areas were identified where syndicated 
procurement could be extended, including database software, application development 
tools and help desk software.  It was agreed that the survey of Government software 
purchases and creation of a centralised software inventory would identify other 
examples. 

Industry Responsiveness 

27 The research for this subject included obtaining the industry viewpoint as well as the 
government agency perspective.   

28 Initial concerns expressed to the project team were that ICT industry practices and 
resource bottlenecks prevented the realisation of productivity gains.  Furthermore, the 
New Zealand industry was not seen as particularly innovative in its responses to 
government ICT requirements. 

29 In response to the resource issue, industry stated that the necessary skills were almost 
always obtainable but that the small size of the NZ market meant specialist skills would 
be sourced from off-shore affiliates.  The consequence is that costs will be higher in these 
cases.  Paradoxically, the lack of skills within Government was seen by industry as a 
much greater issue (refer to Capability and Governance below). 

30 Opinions varied widely among the Reference Group about the industry’s ability to 
provide innovative solutions.  All agreed that the industry is well able to address the 
commodity ICT requirements but that many proposals were based on overseas fashions, 
practices and management structures.  It was felt that vendors tend to exploit the 
federated nature of New Zealand government agencies, using expertise gained within one 
agency’s project to gain higher prices from another agency.  It was also felt that vendors 
tended to hide capability gaps and that greater transparency would enable agencies to 
source resources from elsewhere.  In fairness, it was admitted that agency procurement 
practices are often unsophisticated and very prescriptive, and many requests for proposal 
are issued without sufficient market research. 

31 Industry representatives expressed the view that the strong emphasis within the 
government sector upon risk avoidance prevented the adoption of the most innovative 
solutions from which the highest productivity gains might be achieved.  They felt the 
situation had got worse in recent years and that a portfolio approach to risk management 
(where a small number of highly innovative but risky projects were permitted) was 
needed to produce greater innovation and productivity delivery. 

32 Two areas of government improvement were identified: greater central agency assistance 
in procurement processes, and better promotion of agency ICT plans to industry.  The 
latter would involve publication (of public versions) of ICT plans and more industry 
briefings on agency, sector and all-of-government intentions. 
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Open Source Software 

33 This research subject was included because of the strong interest in open source software 
reported by overseas governments (e.g. United Kingdom, European Commission and 
Malaysia).  In a number of prominent cases, open source has been encouraged or even 
mandated over proprietary products (although it should be pointed out that in some cases 
this has been primarily motivated by legal disputes with proprietary vendors).   Emerging 
economies in the Asia Pacific region, led by China, are aggressively adopting open 
source as a strategic national technology choice.  This is creating significant growth in 
open source usage and expertise.  

34 The main issues around adopting open source are licensing and support.  The common 
open source licences encourage development and distribution of new functionality but 
some licensing arrangements impinge upon future control of new intellectual property.  
Open source support is often based on a voluntary user group model.  While this often 
works well in practice, the lack of underpinning commercial support agreements means it 
is regarded as risky by some agencies.  The situation is changing, however, with many 
commercial providers entering the market for support services for the popular open 
source products. SSC published policy advice on the use of Open Source in 2003, and in 
2006 published additional guidance on software licensing. 

35 Views on open source software and usage in the Reference Group agencies varied 
widely.  Some open source products were considered superior to proprietary ones - 
firewall software and Web development tools were cited as examples.  Larger agencies 
reported using a number of open source products but smaller agencies tended not to use 
any.  The main reason reported for this difference was resources – smaller agencies did 
not have the expertise to devote to understanding and implementing open source. 

36 Several, but not all, believed that central agencies had a role in providing 
recommendations of open source products - based upon their utility, local support 
availability and total costs of ownership – and that this type of proactive support was 
likely to lead to increased usage where cost reductions and functional improvements 
were identified.  Greater knowledge of and support for open source was also seen as 
important from a strategic procurement perspective – i.e. to ensure greater choice and 
competition in software purchasing.  

Financial Management and Accountability 

37 The lack of any form of standardised reporting of ICT expenditure across Government 
was a significant impediment to the quantitative analysis in this study.  This combined 
with the lack of adequate post implementation reviews of major projects means that in 
many cases there has been little accountability for the delivery of the financial benefits 
that justified the expenditure, and it is impossible to build a comprehensive quantitative 
picture of whether current expenditure is targeted towards delivering productivity. 

38 All agencies emphasised that they placed higher priority in their ICT planning upon the 
delivery of new and enhanced services than on specifically reducing ICT costs or 
obtaining measurable productivity benefits.  

39 Various obstacles of a financial management nature were identified which prevent 
productivity gains being obtained: 

• Competition for funds within agencies obliges benefits to be obtained on a short 
term basis. 
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• Funds arising from depreciation of ICT assets are sometimes diverted to other areas 
of expenditure. 

• An agency that has never had a large capital base does not have a depreciation fund 
to draw upon for ICT initiatives. 

• Some ICT assets have been depreciated to zero value and therefore are no longer 
able to ‘generate’ depreciation funds for renewal. 

• There has been a general increase across the whole of government in its 
dependency upon ICT for services delivery, which is not reflected in baseline 
funding. 

• Projects in some agencies were obliged to create a revenue stream while similar 
projects in others were not. 

• Capital funding may be available but the baseline for future years may be 
insufficient to fund the new operating requirements (or operating budget may be 
available in one year to commence a project, but not in subsequent years to 
complete it). 

• Planning frameworks and business case rules do not encourage the multi-agency 
funding proposals. 

40 The Treasury believed that a number of these issues reflect perceptions and practices 
within agencies rather than policy constraints.  Capital expenditure plans were seen as 
inadequate, often not including medium to longer term ICT plans and needs, leading to a 
lack of preparedness for and socialisation of ICT investment requirements.  The Treasury 
also considered that there were few impediments to business cases that propose funding 
and the realisation of benefits on a multi-agency basis and that a well-reasoned business 
case is likely to get a sympathetic reception, especially within the Theme structure. 

41 The conclusion of this study is consistent with those of the Capital Asset Management 
Review which has made a number of recommendations to improve practices and the 
quality of information for the management of capital assets.  If the current situation is not 
improved, the ability to measure improvements in productivity, including those derived 
from the recommendations of this study, will be limited. 

42 It should be noted that Statistics New Zealand is implementing a bi-annual survey of 
government ICT expenditure, which will be mandatory for agencies to complete.  Any 
new financial reporting requirements introduced under the recommendations of this 
review should ensure there is not duplication of reporting with Statistics New Zealand’s 
survey. 

Capability and Governance 

43 The examination of project case studies in this review suggests that ICT governance and 
risk management have improved over recent years, resulting in fewer actual failures and 
early interventions to prevent failures.  However there were several related issues that 
came through in the detailed interviews: 

• Current central agency monitoring processes were seen as too focused on 
compliance rather than good practice. 

• Actual performance was mainly dependent on the capabilities of people within 
individual agencies. 
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• The fewer number of failures was largely due to a heavy focus on risk management 
but that this emphasised meeting milestones and budget targets rather than benefits 
realisation. 

44 The low number of post implementation reviews meant that these views could not be 
robustly tested; however some of the PIRs did support the view that although projects 
were being delivered on time and to budget, the benefits were not being realised.  In a 
couple of cases it was apparent that projects succeeded due to the efforts of a few 
exceptional people rather than because of the governance regimes that were in place. 

45 The Reference Group stated that the lack of internal capability and skills was an obstacle 
to the delivery of additional productivity from ICT.  The situation is exacerbated by staff 
churn within the public sector and particularly by competition between agencies for good 
people with the right skill sets.  This view contrasts with that of industry (see Industry 
Responsiveness above) but it is reinforced by a recent Department of Labour report, 
which notes that their investigations ‘suggest that there is a shortage of IT professional in 
New Zealand6’.   

46 The Reference Group noted that the current market conditions led to a reliance on 
contractors and this created a need to focus on knowledge transfer – some agencies 
reported that they used contractors very effectively to mentor internal staff and saw this 
as a cost-effective means of increasing skill levels while ensuring delivery of current 
projects. 

47 ICT is still seen as a management silo within agencies.  Interviewees noted that there was 
still a dearth of ICT experience across other areas of management and not enough 
operational and policy experience amongst ICT managers.  This led to unrealistic 
expectations of ICT capability and is likely to be at least partly responsible for the lack of 
alignment between overall strategic plans and ICT plans noted earlier. 

48 The Expenditure Review – Enhancing Productivity Through People Management 
Practices in the State Sector has noted similar across-the-board issues.  It has noted that 
productivity should be embedded as an intrinsic aspect of the State Sector Development 
Goals. 

49 Various solutions to these issues were proposed including sharing people with specialist 
skills, mentoring programs and various staff retention schemes. Assistance from central 
agencies to promote these measures was supported. 

                                                 
6 ‘Information Technology Professional: Occupation Skill Shortage Assessment’, Department of Labour, November 2005. 
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Appendix 4 - Gateway 
1 Gateway was developed and implemented by the United Kingdom Office of Government 

Commerce in 2000 as a quality assurance methodology to improve business planning and 
procurement practices across government agencies.  It has since been adopted by the 
Australian Federal and Victorian State governments.  Although it is primarily focused on 
procurement, the practices are aimed at improving return on investment and therefore are 
similar to a number of the recommendations of this report. 

2 The Gateway process has six review steps: 

• Strategic Assessment 

• Business Justification 

• Procurement Strategy 

• Investment Decision 

• Readiness for Service 

• Benefits Realisation. 

3 Projects are selected for the process based on their size, strategic importance and the 
results of a formal Gateway risk assessment.  The evaluations ensure that major projects 
are focused on identifying the benefits they are to deliver (i.e. Benefits Justification); 
delivering value for money (i.e. Procurement Strategy and Investment Decision); 
ensuring capability is implemented and rolled-out effectively (i.e. Readiness for Service); 
and that the benefits gained are assessed and reported after implementation (i.e. Benefits 
Realisation).  The Gateway methodology contains models for standardised assessment at 
each step and allows value for money gains to be measured. 

4 Gateway reviews are undertaken by panels comprising experienced senior professionals 
from across government, thereby reducing the costs of the process and growing ICT 
capability within participating agencies. 

5 The UK experience of Gateway provides valuable empirical evidence of what a 
programme of this nature can deliver.  The Office of Government Commerce assesses 
and publishes the value for money gains from the programme.  In 2004/05 (the most 
recent year for which figures were published), the UK programme was assessed as 
having delivered £899 million of value for money savings over 269 projects.  This is 
approximately 2% of the £46 billion total project cost reviewed.  These figures have been 
audited by the UK National Audit Office. 
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