
 
 
 
 
 
 
 
 
 
 
 
 
Hon Pete Hodgson 
Minister of Health 
Parliament Buildings 
WELLINGTON 
 
 
Dear Pete 
 
I would like to invite you to work with EXG to oversee an expenditure review: Health 
Sector: Lifting productivity and improving performance management processes in 
specific health areas.  
 
This review is part of the 2006 programme of expenditure reviews agreed by Cabinet 
earlier this month. The aim of the programme is to build on our earlier enhancements to 
the public management system to ensure that our state sector is performing as 
effectively as possible. In particular we are seeking to ensure that resources are being 
directed to where they can be most effective, and to ensure better monitoring and 
reporting of results. 
 
EXG would like you to join them in its consideration of all aspects of the review, 
specifically: 
 
• approving the terms of reference 
 
• monitoring progress 
 
• providing ministerial input as required 
 
• considering the reviews findings and recommendations 
 
• monitoring the implementation of agreed recommendations 
 
The specific objectives of the review are: 
 
To manage long-run expenditure pressures facing health providers, the sector will need 
to simultaneously manage demand, moderate supply-side costs, and ensure the 
effective and efficient allocation and use of health resources. 
 
 



 

• Develop robust processes for getting better organisational performance (at all 
levels) considering: 

 
- options to better define and operationalise Government’s health priorities;  

 
- the appropriate role of the Ministry of Health in resource allocation and 

performance management;  
 

- what allocation decisions should be made locally, regionally and nationally; 
and 

 
- ways of improving DHB and PHO performance. 
 

• Reviews of specific health interventions will propose challenging, quantifiable 
outcome goals and performance milestones, with detailed plans for achieving 
such goals and milestones within the service area.  

 
• Reviews will be conducted with full engagement of all concerned including 

frontline clinicians and administrators. 
 
The next step will be to prepare detailed terms of reference for the review, taking into 
account the specific objectives above and the general objectives agreed for the 
expenditure reviews. In this respect I invite you to direct the Ministry of Health to draft 
the terms of reference in consultation with officials from Treasury and State Services 
Commission. The terms of reference should be submitted to you and me jointly for 
forwarding to EXG. It is my expectation that the Ministry of Health will be the lead 
agency for the review and that the Director General of Health will chair the steering 
group, but this will be confirmed in the terms of reference.  
 
I am aware that the process to appoint a new Director General of Health is currently 
underway.  Whilst I consider that development of the detailed terms of reference can 
commence in advance of this appointment I believe it is preferable that, if possible, the 
new Director General of Health has the opportunity to review the terms of reference 
prior to them being forwarded to EXG. As a result the terms of reference can be 
developed on a slower track than indicated in the general guidance attached. It is my 
intention that EXG will consider the terms of reference in late May / early June 2006.  
 
In developing the recommendations of each review, I would like to emphasise the 
importance of developing a range of viable options for Ministers, particularly with 
regard to future expenditure. This will enable Ministers to manage the trade-offs arising 
across the review programme. 
 
As you may be aware, my office issued a press release on the reviews yesterday. In 
the event that you or any of the agencies for which you are responsible receive any 
press enquiries relating to the reviews, could you please ensure that they are passed to 
my office. 
 



 

 
 
Please forward the attached guidance on the conduct of the reviews and preparation of 
the terms of reference to the Ministry of Health. 
 
I look forward to working with you on this review. 
 
Yours sincerely 
 
 
 
 
 
 
 
 
 
 
Hon Trevor Mallard 
Chair, Cabinet Committee on Government Expenditure and Administration 
 


