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Value for Money Reviews 
PREPARATORY MEETING WITH TREASURY OFFICIALS 
3 pm Friday 4 November  
 
 
Annotated Agenda 
 
 
1. LONGER TERM PERFORMANCE OBJECTIVES 

Previous experience of value for money reviews has shown that at best they lead to 
performance gains in the short term, and there is little evidence of any sustained gains 
over the longer term. There is an opportunity to use the proposed reviews as a platform 
for sustainable gains over the longer term. 
 
Achieving this requires: 

• Public sector management changes to ensure that the overall environment 
fosters better performance 

• Changes to the budget process in particular so that it incorporates detailed 
expenditure reviews on a regular basis. 

 
 
Public sector management changes to foster performance 

If Ministers wish to achieve and sustain longer term performance gains we think further 
work should be undertaken to better align and reinforce the various performance levers 
in the system. In the past our approach to getting better performance could be 
considered rather passive in nature. Strong senior Minister support and leadership on 
performance – supplemented with central agency involvment – could be the key to 
getting a step change in performance. This approach has worked well in the UK. To 
achieve this there may be opportunities for the Ministerial Expenditure Review Group to 
take a wider role than currently envisaged. 
 
Three areas may warrant further consideration by MERG: 
 

• Sector leadership A strong sectoral approach can make it easier for Ministers 
and agencies to identify relative priorities within related areas and to shift 
resources to get better value for money. Some of the more difficult policy areas 
are also sectoral in nature. A sectoral approach may be useful for value for 
money reviews. 

 
• Performance information and support for Ministers  There are some areas 

where performance information is either lacking or carries data overload. Value 
for money reviews create an opportunity to set performance expectations and 
identify the information needed to assess performance. There is an opportunity 
for MERG to take on a wider role in the monitoring of key performance issues. 

 
• Chief Executive Performance Management Framework The SSC’s 

performance management relationship with the chief executive is one of the 
major points of leverage over departmental performance. This could be used to 
reinforce any value for money process. 
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Changes to the Budget process 

A mutually-reinforcing performance-oriented budget process needs to incorporate the 
following elements: 
 
• Detailed expenditure reviews done periodically for major sectors/votes and linked 

to Budget processes and decisions. 
 
• Increased focus on results in Budget decision making, with emphasis in the 

strategic phase and the bilaterals on the results to be delivered. 
 
• The use of different tracks for different votes to enable the above. 
 
• Improved monitoring and evaluation focused on key expectations and tailored to 

Budget decision making. 
 
and optionally (although trade offs are involved): 
 
• A multi-Budget perspective for decision making. 
 
• Indicative multi-year funding paths with strengthened expectations and 

conditions. Assessing the trade offs between possible funding paths would also 
require a multi-Budget perspective to decision making. 

 
One process for this is summarised in the following diagram: 
 
Figure 1: An approach to sustainable value for money gains 
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Discussion points 
 
a. Culture change driven by strong senior Minster demand is needed to 

secure significant performance gains. In this respect, there is an 
opportunity for MERG to take a wider role beyond oversight of value for 
money reviews. Areas that are worth considering further are: 

• A strong sectoral approach 
• Improving the usefulness of performance information provided to 

Ministers 
• The support provided to Vote Ministers 
• Links to the CE performance management framework 

 
b. Would you like a presentation on the above point either as part of the 

planned series of briefings by Treasury Vote Teams by way of context, or 
through some other forum? 

   
c. Do you agree there is a need to configure processes along the lines of 

Figure 1 so that there is a strong link from value for money reviews back to 
your key lever – the Budget? 

 
d. If you agree to c. what is the best way to achieve this? 
 
 
 
2. VALUE FOR MONEY REVIEWS OVER THE NEXT 3 – 4 YEARS 

 
Consideration of recent value for money reviews and other detailed reviews 
suggests that: 
 
Scope and purpose 
 
• They can serve a range of purposes ranging from finding savings, to 

developing specific performance improvement initiatives, to forming the 
basis of funding paths or revised baselines. 

 
• Few recent sector or departmentally focused reviews have developed a 

range of feasible options for Ministers. 
 

• Reviews can be disappointing in terms of developing clear results 
expectations moving forward. Clarity on this is important in managing future 
performance. 

 
• Reviews are more effective where there is a clear link to the Budget so that: 

 
o The information from reviews is available to support upcoming 

budget decisions 
 

o Performance information can be assessed against results 
expectations and used to inform future budget decisions. 

 
• It is important, when reviewing an agency or sector to be clear about the 

outcomes that the government is seeking before looking closely at 
efficiency.  
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Administration 
 
• The outcome of the reviews is directly influenced by the terms of reference 

and the level of effort involved, particular in respect of the level of 
Ministerial and CE engagement and the quality of analysis. 

 
• Many performance issues are complicated and do require relatively 

extended detailed reviews to address successfully. 
 
• Careful scoping of each review is important.  

 
• Reviews that are primarily savings exercises are difficult to get buy-in to by 

implementing agencies. This needs to be taken into account in managing 
expectations if some reviews have primarily a savings focus but others do 
not. 

 
• More detailed reviews typically take at least six months from conception to 

Cabinet agreement of the findings. This means long lead times. 
 

• It is important to get wide and clear agreement to the objectives of 
individual reviews. There may be a need to amend the objectives as a 
result of the findings of the initial phases of an individual review. 

 
• There is limited capacity for good project management of reviews. This may 

be a constraint on the number of reviews conducted simultaneously. 
 

 
Taking these points together, we suggest that individual reviews should have the scope 
and purpose shown in Table 1. 
 
Table 1: Suggested scope and purpose of VfM reviews 

Purpose: 

• Identify the results that should be expected from baseline expenditure. 

• Identify options regarding the level if expenditure (operating and capital) going 
forward. Generally this should include an option of no change from the current 
level of investment. 

• Identify areas of poor performance where there may be scope for reprioritisation 
going forward. 

Scope: 

• Where possible, reviews should be sector, sub-sector or ‘programme’ (eg GIF) 
based. 

• Reviews should consider: future desired results, the output mix, major 
production processes and indications of efficiency. 

• Reviews will identify any capability issues. 

• Areas where further work is required will be identified. This might include 
detailed efficiency work, capability development, or sub-sector work. 
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Clearly, there will be variation. We suggest that once the candidates for reviews have 
been selected, each is subject to a detailed scoping exercise prior to commencement. 
 
 
Discussion points 
 
e. Do you agree with the suggested scope and purpose of the reviews in 

Table 1.  
 
f. Would you like the reviews to identify opportunities for public sector 

management improvements? 
 
g. The selection, mandating and commissioning of first round review 

candidates will send strong signals for subsequent reviews. 
 
h. Reviews in critical performance areas are likely to require at least 6 months. 

We suggest that reviews should be completed in time for Budget strategy 
decisions in November. This will mean in most cases that reviews support 
one year’s Budget decisions should be commissioned the previous 
November. 

 
i. Any reviews reporting for Budget 06 should be limited in number and 

focused on managing upcoming spending pressures. 
 
 
4. REVIEW PROGRAMME MANAGEMENT 

There will be programme of value for money reviews over a number of 
sectors/agencies running over an extended period. Management of the whole suite of 
reviews as a programme will be important because: 
 

• MERG will want direct support and advice on process. 
 

• We anticipate spending agencies will be closely involved in the conduct of the 
reviews. Most spending agencies participate in this kind of review relatively 
infrequently and therefore may need some support in the project management 
of individual reviews. 

 
• Capability to run the reviews will be relatively limited and needs to be managed. 

 
• There will be good practice lessons and methodologies lessons to be shared. 

 
• Arrangements need to be in place to make sure the expectations of individual 

reviews are met (for example that options are provided to Ministers at the 
appropriate time).  

 
• It will be helpful to have mechanisms to ensure that agencies are prepared for 

reviews. 
 

• The detailed scoping of reviews needs to be managed. 
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Discussion points 
 
j. Arrangements are needed at a senior officials level to manage the overall 

review programme and provide support to MERG 
 

3.  INDIVIDUAL REVIEW GOVERNANCE 

Strong governance of the reviews will be important for their successful outcome, and 
should ideally feature the following: 
 

• Direct oversight by Ministers with key choices and decisions referred to them. 
• Support to Ministers as required 
• Arrangements that ensure buy-in to the results of the review by implementing 

agencies 
• Clear lines of accountability 
• Support in project management 
• Arrangements to ensure that due process is followed (see more on this under 

project management below) 
 
 
Discussion points 
 
k. One option for the governance arrangements would be as shown in Figure 

2 overleaf. 
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Steering 
Prime Minister 
and Deputy 
Prime Minister

Project 
Officials Group –

Expenditure 
Review 

CE responsible for meeting 
terms of reference for 
individual reviews. 
 
CE ensures timely and 
accurate provision of 
information and options for 
analysis by core project team 
and provides cross agency 
impact assessment

CE selects and funds best qualified practitioners – project manager, 
core pool of policy analysts, process costing and design specialists. 
Responsible for delivering detailed analysis and recommendations to 
Officials Group and Ministerial Group, using common methods 

Steering 

Ministerial  
Expenditure 

Review Group

Expectations conveyed directly to chief executives 
of VfM entities 

Comprising all finance ministers, supported by 
Officials Group.  Vote or Portfolio Ministers attend by 
invitation 
 
Responsible for selection of VfM candidates, terms of 
reference, making VfM recommendations to Cabinet.

Justice 
Chief 

Ministr
Executive 

Core Project 

Chief 
Executive 

Advisory role to Ministerial Group and 
Officials Group. 
 
Potential secondments to individual 
VfM project teams. 
 
Usual Vote team and DC team 
monitoring and oversight of individual 
VfM projects 

Figure 2: Possible VfM governance arrangements 
 

Comprising 3-5 suitably qualified, senior  officials (
one each from Treasury, SSC, DPMC, potentially
two non CA persons).   
 
Responsible to Ministerial Group for coordinating
overall programme, specifying and monitoring 
progress on terms of reference, independent advice
on results of individual reviews, use of appropriate
methodologies etc 

Project 
Central agencies

Vote or 
Responsible 

Minister
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5. TREASURY VOTE TEAM BRIEFINGS 

 
You have indicated you wish to have briefings by the Treasury Vote Teams as part of 
the scoping for the planned reviews. Indicative options for grouping for the briefings are 
as shown in Table 2. 
 

Table 2: Options for Vote Team groups 

Option A: Based on actual teams Option B: Wider groupings 
• Central Agencies (State Services, Finance, 

Prime Minister and Cabinet) 

• Conservation 

• Defence and Security (includes Defence, 
Defence Force, GCSB, SIS) 

• Education 

• Energy, economic & regional development 

• Environment and Agriculture 

• External Strategy (Foreign Affairs and Trade, 
Official Development Assistance) 

• Govt services (includes Ombudsman, Office of 
the Clerk, Parliamentary Services, Parliamentary 
Counsel, Arts Culture and Heritage, Sport and 
Recreation, Racing, Community and Voluntary 
Sector, Ministerial Services, Statistics, National 
Archives, National Library, and Ethnic Affairs) 

• Health 

• Housing 

• Internal Affairs (includes Local Govt and 
Emergency Mgmt) 

• Justice (including Justice, Police, Corrections, 
and Courts) 

• Labour (includes Immigration and Employment) 

• Revenue 

• Social Development and CYFS 

• Transport 
 

• Central agencies and Government services, 
scene setting and general issues: Central 
agencies, government services, Arts, Racing, Sport 
and Recreation, Internal Affairs, Local Government, 
and Emergency Management 

• Social development: Child, Youth and Family 
Services, Community and Voluntary Sector, 
Employment, Housing, Social Development, and 
population agencies 

• Economic development and business matters: 
Commerce, Communications, Consumer Affairs, 
Economic, Industry and Regional Development, 
Energy, Tourism, Customs, Immigration, Revenue, 
Labour, ACC, Transport 

• External  Defence, Foreign Affairs and Trade, 
Official Development Assistance, Security 

• Health  

• Justice and crime including Treaty Negotiations 

• Land and Food  Agriculture and Forestry, 
Biosecurity, Climate Change and Energy Efficiency, 
Conservation, Environment, Fisheries, Lands, Food 
Safety 

• Education and Research Education, science and 
research 

 

 
  
Discussion points 
 
l. Given the options in Table 2 and the time available, how do you wish to 

handle the Vote Team briefings? 
 
m. Would you like a presentation(s) on public sector pay, opportunities for 

cost sharing, capital management and/or any other cross cutting issues? 
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n. We suggest that each team prepares a short presentation to start the 

discussion at the briefings covering the following elements: 
 

• Overview of sector/vote 
 

• What we know about performance (covering both policy and 
organisational matters) 

 
• Areas where there may be opportunities for greater value for money 

taking into account: 
 

o Areas of strategic focus for this government 
 
o Scale & importance of business operation/policy programme to 

citizens taking into account operating and capital costs 
 

o Risk and potential impact of under-performance of 
operation/programme, eg from breakdown in capability 

 
• For each of the areas, information on the following factors which 

may affect selection for and/or timing of any review 
  

o Tractability incl availability of relevant performance 
information, quality of departmental monitoring or oversight 
of Crown Entity spending, timing of CE appointment or 
reappointment , departmental capability to resource, etc 

 
o Duration since last substantive review  

 
• Where relevant: 
 

o Areas of over-capitalisation 
o Opportunities for greater cost recovery 
o Links to any cross-cutting issues 

 
• Suggested priority areas and timing. 

 
o. What input do you want from SSC? 
 
p. What engagement do you want Vote Teams to have with Departments in 

preparation for the briefings? 
 
q. What further support do you require before or during the meetings? 
 
 
5. LOOKING FORWARD 

 
 Prior to Vote Team briefings 

We are planning on advising DPMC and SSC of this process at OPC this week. 
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We will prepare minutes of this meeting to confirm our understanding of the 
points discussed. 

 
r. Would you like us to do this in a form that can be circulated to other MERG 

members by way of briefing? 
 
s. Would you like us to have any other engagement with MERG members prior 

to the Vote Team meetings? 
 
 
 Longer term 

 Following the Vote Team briefings we are assuming that the following outline 
process will be followed: 

 
• MERG members will agree priorities and schedules for the review 

programme 
• We will draft a Cabinet paper on your behalf to confirm the scope and 

timetable for the reviews 
• There will then be a process for preparing detailed ToRs of the first round of 

reviews. 
 
t. Do you anticipate requiring any further support in agreeing candidates and 

schedules for the review programme? 
 
u. We suggest that the Secretary to the Treasury advises CEOs of the 

upcoming review process next week. 
 
v. Are there any other aspects of the process that it would be useful to 

discuss at this time?  
 


