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IMPROVING PERFORMANCE AND VALUE FOR MONEY WITHIN AND ACROSS VOTES 

Proposal 

1. This paper asks Cabinet Policy Committee to agree that the Cabinet Committee on 
Government Expenditure and Administration (EXG)  oversee a programme of expenditure 
reviews and other enhancements to public sector management arrangements. The aim is to 
improve performance and value for money within and across votes. The programme of 
expenditure reviews proposed in this paper will take place in 2006, but the intention is to 
continue the programme throughout the term. 
 
Executive Summary 

2. There are a number of areas of government activity where a more whole of 
government approach and a more intensive cross-portfolio approach would be useful. In 
these areas there are opportunities to improve performance and value for money. 
 
3. EXG will work with Vote Ministers to: 
 
• oversee a programme of expenditure reviews, in consultation with the relevant Vote 

Ministers; 
 
• monitor the implementation of any recommendations arising from reviews; 
 
• consider opportunities for central agencies to better serve all Ministers, including Vote 

Ministers, further in managing expenditure and results; 
 
• promote a performance culture generally; and 
 
• identify other cross-cutting enhancements that might be made to further improve 

performance. 
 
4.  The enhancements proposed in this paper will enable changes in the Budget process 
to link it more closely to results. We intend to start moving in this direction in Budget 2006. 
 
Background Information 

5. In recent years we have made a number of enhancements to our public management 
system to ensure our state sector is performing as effectively as possible. These changes 
include the recommendations arising from the Review of the Centre; administrative changes 
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to the conduct of the Budget; the Public Finance Amendment Act 2004; the State Sector 
Amendment Act 2004; and the Crown Entities Act 2004. 
 
6. In thinking about how to go further, Ministers have identified specific areas where there 
are opportunities to improve performance and value for money by ensuring that resources 
are being directed to where they can be most effective and from better monitoring and 
reporting of results. 
 
Comment 

 
7. The specific objectives of each review will vary from case to case, but in general they 
will be to identify opportunities to improve performance and value for money in key selected 
areas, including by: 
 
• providing clarity on what is being delivered through existing spending and the results 

that this is achieving; 
 
• enabling Ministers to clarify the results they want from the area under review; 
 
• advising on the best intervention mix to achieve the desired results; 
 
• providing Ministers with a range of realistic options regarding future funding levels; 
 
• establishing a framework for assessing future performance; 
 
• identifying future information requirements; 
 
• considering whether any changes in institutional arrangements are appropriate; and 
 
• considering whether there are efficiency problems that might be further investigated. 

 
8. It is not the primary objective of the reviews to identify fiscal savings, although it is 
anticipated that they will lead to reprioritisation within sectors and any savings opportunities 
identified will be taken up where appropriate. 
 
9. A suggested programme of expenditure reviews for 2006 has been identified and is set 
out in the Annex to this report.  This list will be extended as initial reviews are completed. 
 
10. The key features of each review will be: 
 
• the full involvement of relevant Vote Ministers in consideration of reviews falling within 

their portfolios; 
 
• for each review, detailed Terms of Reference will be developed jointly by the lead 

agency and central agencies in consultation with other relevant agencies and 
submitted to EXG for agreement by the Minister of Finance; 

 
• each review will have a Steering Group that will (except as agreed otherwise in the 

Terms of Reference) be headed by the Chief Executive (who will be responsible for 
meeting the Terms of Reference) of the relevant lead agency with representatives from 
central agencies, and other members as agreed in the Terms of Reference; and 
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• central agency officials will monitor progress and report regularly to the chair of EXG on 

progress. 
 
11. Except as agreed otherwise in the Terms of Reference, the review will be conducted by 
the agencies involved with input from central agencies. 
 
12. Included in the programme referred to in paragraph 9 above is a suite of reviews that 
will focus on central agencies’ roles in the continuous improvement of the State Services. 
EXG will also consider other cross-cutting opportunities for improving performance including: 
 
• the contribution of the various present planning arrangements in the state sector to the 

clarity of results; 
 
• improving the utility of information Ministers are provided with to support their expenditure 

decisions; 
 
• taking advantage of the Crown Entities Act 2004; 
 
• the monitoring arrangements in place for key Crown entities. 
 
13. The changes proposed in this paper open opportunities to increase the focus on 
performance and results in Budget processes by: 
 
• ensuring the effectiveness of baseline spending is considered before additional funding 

for new initiatives is approved;  
 
• considering more  performance information in Budget decisions; and 
 
• placing more emphasis on what will be delivered as a result of new and existing 

spending. 
 
 
Financial Implications 

14. While the arrangements proposed in this paper are likely to inform future financial 
decisions, it has no direct changes to appropriations. 
 
Other Implications 

15. There are no legislative, Treaty or Human Rights Act implications. A Regulatory Impact 
Statement is not required. 
 
Publicity 

16. No announcement is required. 
 
Consultation 

17. Vote Ministers affected by the proposed expenditure reviews have been consulted on 
their scope. The PSA and CTU are to be consulted on the approach outlined in this paper. 

 3



 
18. This paper has been prepared by the Treasury in consultation with the Department of 
the Prime Minister and Cabinet and the State Services Commission. The relevant Vote 
Ministers will be further consulted on the detailed Terms of Reference, progress and findings 
of each review. Departments and Crown entities will be advised of the decisions made in this 
paper once it has been noted by Cabinet. 
 
19. Agencies affected by reviews will be involved in the detailed Terms of Reference, 
conduct and findings of those reviews in accordance with the arrangements outlined. The 
reviews will be conducted in consultation with relevant stakeholders, including trade unions 
where appropriate. 
 
Recommendations 

20. We recommend that Cabinet Policy Committee: 
 

1. note that there are opportunities to improve performance and value for money 
with and across votes through a more whole of government approach and a more 
intensive cross-portfolio approach; 

 
2. note that the Cabinet Committee on Government Expenditure and Administration 

(EXG) will oversee a programme of expenditure reviews and other 
enhancements to public sector management arrangements to improve 
performance and value for money; 

 
3. agree that EXG work with other Ministers to: 

 
3.1. oversee a programme of expenditure reviews, in consultation with the 

relevant Vote Ministers; 
 

3.2. monitor the implementation of any recommendations arising from 
expenditure reviews; 
 

3.3. consider opportunities for central agencies to serve all Ministers, including 
Vote Ministers, further in improving performance; 
 

3.4. identify other cross-cutting enhancements that might be made to further 
improve performance; 

 
Programme of Expenditure Reviews 

4. agree the proposed programme of expenditure reviews for 2006 set out in the 
Annex to this report; 

 
5. note the objectives of the reviews are to identify opportunities to improve 

performance and value for money; 
 

6. note that it is not the primary objective of the reviews to identify savings, although 
it is anticipated that they will lead to reprioritisation within sectors and any savings 
opportunities identified will be taken up where appropriate; 

 
7. note that the key features of each review will include: 
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7.1. the full involvement of relevant Vote Ministers in consideration of reviews 

falling within their portfolio areas; 
7.2. for each review, detailed Terms of Reference will be developed jointly by 

the lead agency and central agencies in consultation with other relevant 
agencies and submitted to EXG by the Minister of Finance for agreement; 

 
7.3. a Steering Group that, except as agreed otherwise in the Terms of 

Reference, will be headed by the Chief Executive of the relevant lead 
agency with representatives from central agencies, and with other 
members as agreed in the Terms of Reference;  

 
8. note that except as agreed otherwise in the Terms of Reference, each review will 

be conducted by the agencies involved with input from central agencies as 
agreed in the Terms of Reference, and that relevant stakeholders including 
unions will be consulted where appropriate; 

 
9. note that EXG will consider central agencies’ roles in the continuous 

improvement of the State Services; 
 

Other enhancements to improve performance 

10. note that EXG’s work to identify cross-cutting opportunities to improve 
performance will include consideration of: 

 
10.1. ways to enhance the contribution of the various present planning 

arrangements in the state sector to the clarity of results; 
 
10.2. ways to improve the utility of the information Ministers are provided with to 

support expenditure decisions; 
 
10.3. the monitoring arrangements in place for key Crown entities to ensure 

these are adequate and support Ministers in undertaking their key role in 
relation to Crown entities; and 

 
10.4. ways to take advantage of the Crown Entities Act 2004 in respect of 

improving the management of expenditure and results; 
 
Budget process 

11. note that recommendations 4 to 10 above will lead to opportunities to link the 
Budget more closely to performance; 

 
12. note that EXG will consider the performance information needed to support 

Budget decisions. 
 
 
 
 
Hon Dr Michael Cullen     Hon Trevor Mallard 
Minister of Finance      Associate Minister of Finance 
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ANNEX: PROPOSED 2006 PROGRAMME OF EXPENDITURE REVIEWS 

 
The scopes below indicate the proposed lead agency and key specific stakeholders that will be 
involved in conducting each review. In addition, all reviews will have the involvement of central 
agencies, and of other stakeholders as agreed in the Terms of Reference. 
 
 
Business: Effectiveness of assistance programmes (2006) 

The range of business assistance programmes and the amount of associated funding has 
increased significantly over the past few years. Uptake varies and it is timely to assess whether 
the range of programmes represents the optimal mix. 
 
• Focus on programmes in Vote Economic, Industry and Regional Development designed 

to directly impact on firm productivity. 
 
• Review adequacy of the range of programmes to ensure maximum effectiveness, 

including a revisiting of completed evaluations and drawing on results of planned 
evaluations. 

 
• Identify opportunities to reprioritise funding within the existing portfolio of programmes 

including possibly phasing out some components. 
 
• Identify opportunities to improve the effectiveness of individual programmes. 
 
• Led by MED with involvement of MFAT and NZTE. 
 
 
Capital asset management practices 
-  system wide issues 
-  agency level practices (defence agencies, Department of Corrections, Ministry of 

Justice, and Police) 
 
The value of the Crown’s physical assets increased by two-thirds over the period 2000 to 2005. 
In 2004/05 alone, core Crown spending on physical assets was $1.6 billion: additionally, asset-
related operating costs represent the second largest operational expense after personnel costs, 
and gains from this spending are unclear. There has been no systematic review of capital asset 
management practices since the late 1990s. 
 
• Recommend changes to capital asset management practices and incentive regimes with 

a view to improving value from Crown, departmental and Crown entity balance sheets. 
 
• At the systems level, examine the effectiveness of existing capital management regimes 

whose purpose is to incentivise public sector managers and boards to make best possible 
use of their available capital resources: 

 
- considering depreciation funding (including of revaluation gains), capital charge and 

differential capital charge, delegations, etc; and 
- assess through an analysis of available financial information whether generic 

balance sheet management issues exist across all departments and the larger 
Crown entities1 .  

 

                                                 
1  This phase will identify: any cases of over-or under-capitalisation; instances where there appears to be diversion 

of depreciation funding into other operating spending; scope for future capital requirements to be funded from the 
disposal of surplus or non-strategic assets; programmes that are funded internally from balance sheets and, as a 
consequence, are not subject to direct scrutiny through the budget process; and the impact on baseline funding 
of revaluations or other external factors.  



 
• At the agency level examine the extent to which asset management practices of selected 

departments or sectors meet best practice according to international public sector 
standards considering: 

 
- the robustness of decision-making processes; 
- consistency of acquisition plans with the Government’s policy objectives and 

specific needs; 
- options analysis and evaluation; 
- systems for implementation and delivery; 
- operation, utilisation and disposal of physical assets; and 
- identify scope for future capital requirements to be funded from the sale of surplus 

or non-strategic assets. 
 
• This work will interact with other reviews in this programme that have capital issues   
 
• The review of the defence sector will in particular consider: 
 

- recent progress in improving defence procurement and asset management 
- the scrutiny and approval processes; 
- the management of depreciation flows; and 
- the management and development of the Long Term Development Plan, 

particularly in relation to capability trade-offs and the sustainability of the Defence 
Funding Package. 

 
• Treasury lead on systemic and best practice reviews, with involvement of affected 

agencies and sectors.  Other reviews led by specific agencies, with Treasury 
involvement. 

 
 
Central agencies’ role in the continuous improvement of the State Services 
-   Central agencies’ role in managing State Services performance 
-   State Services productivity gains 
 
While departmental chief executives have responsibility for the efficient, effective and 
economical management of the activities of their departments, there is value in reviewing and 
improving central agencies’ monitoring of, and advice to Ministers on, performance in the state 
sector.   
 
Central agencies’ role in managing State Services performance 

• Consider the individual and collective roles and responsibilities of the central agencies in 
relation to the performance of government agencies and the overall performance of the 
State Services. 

 
• Consider opportunities for improvement which might include: 
 

- the central agencies’ roles in setting performance expectations and using 
performance information to manage performance;  

- the support central agencies provide to Ministers in decision making;  
- the support central agencies provide to sector approaches, including ensuring clear 

leadership and coordination;  
- the central agencies’ roles in coordinating and/or providing collective or connected 

services where this is beneficial to the performance of State Services;   
- whether central agencies’ existing tools are the right ones, are being used in the 

right way, and are well aligned and coordinated to achieve the desired effects on 
State Services performance; and 

- the way central agencies are organised, their processes, and the way they are 
resourced to meet the current and future operating environment (including the way 
central agencies relate and link as required among themselves and with the State 
Services and the adequacy of current arrangements to monitor and review the 
ongoing performance of central agencies). 



 
 
• Led jointly by the three central agencies with independent input.  
 
State Services productivity gains 

• Identify options to improve state sector industrial relations arrangements, including: 
 

- options to improve support, advice and information for key Ministers and state 
agencies; and 

- opportunities for SSC to take a more proactive role in addressing the general 
industrial relations environment across the state. 

 
• Consider opportunities to enhance workplace productivity through improved people 

management practices. 
 
• Consider the scale of government ICT spending and whether and how this should be 

focused on areas which contribute to productivity gains. 
 
• Led by SSC in consultation with Treasury. 
 
• Could be conducted regardless of any decisions on a broader review of Central agencies’ 

role in managing State Services performance. 
 
 
 
Child Youth and Family: Effectiveness of Foster Care Policies 

CYF has nearly 5,000 children and young people in its care. Ensuring that these children are 
returned to stable care arrangements with permanent guardians is critical for their ongoing well 
being and outcomes in later life. 
 
• Identify options to improve the return of children in foster care to stable care 

arrangements with permanent guardians taking into account: 
 

- any disincentives in the benefit system; 
- the delivery of government services (including Health and Education agencies) to 

foster children; and 
- CYF’s information systems on the status and needs of children in the care of the 

department. 
 
• Led by CYF (building on existing work) with involvement from central agencies, MSD, 

Health, and Education. 
 
 
Child Youth and Family: Understanding internal and external drivers to lifting the 
department's performance 

In 2003 CYF was the subject of a major baseline review. Significant new funding (departmental 
baselines have grown by 50% since 2003) was injected into the department to stabilise and 
then lift its performance. Although CYF has improved capability since the Baseline Review, it 
remains unclear to what extent this has led to improved outcomes. 
  
This review will build on the knowledge gained through the 2003 Baseline Review and the post-
Review implementation period to look more closely at the internal and external factors that may 
be constraining the effectiveness of CYF. 
  
The review will consider: 
  

• the societal factors that may be placing additional pressure on CYF to both respond to 
allegations of abuse and neglect and provide care services for children removed from 
their families. 



 
• the opportunities for other government agencies – who may be better positioned than 

CYF - to respond to these societal factors and relieve pressures on CYF services. 

• the opportunities for CYF to share information with partner agencies (including the 
Police, schools, health agencies and Work and Income) to help the government 
coordinate services for at-risk children including those children who may require - 
depending on them meeting the appropriate thresholds - a care and protection response 
from CYF. 

• the opportunities for CYF to make more efficient and effective responses to allegations 
of abuse and neglect through the use of improved screening processes rather than 
intrusive and time-consuming investigation processes. 

• the cultural factors within CYF that may need to be changed to allow good managerial 
processes to be overlaid across the entire organisation, including a focus on continuing 
to lift the information management capability and capacity of the organisation. 

 
Leadership to be determined. In addition to CYF it will have the involvement of the Ministry of 
Social Development, Police, Ministry of Health, Ministry of Education, and possibly a research 
agency.  
 
 
Health Sector: Lifting productivity and improving performance management processes 
in specific health areas 

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. 
 

Immigration fees cost recovery 

Vote Immigration has received significant increases in funding. There may be opportunities to 
gain better value in the operation and security of the immigration system through a rationalised 
approach to cost recovery. This work builds on the immigration fees review scheduled for report 
back to Cabinet in November 2006 [CBC Min (05) 7/22 refers].  
 
• Define the principles that should underpin immigration cost recovery and their application 

across immigration activities considering: 
 

- the need for a clear balance between promoting New Zealand’s security and 
immigration goals and the cost to the taxpayer; 

- potential areas of cross-subsidisation between fee payers and the Crown; 
- the potential fiscal uncertainty that exists when cost recovery principles are unclear; 

and 
- the value for money that fee payers and the Crown receive from their immigration 

payments.  



 
 

• Led by DoL in consultation with MFAT. 
 
Ministry of Social Development Service provision 

MSD has used the opportunity of reduced unemployment to strengthen the case management 
services it provides clients. This is an existing review, initiated and led by MSD.  The Treasury 
and the State Services Commission are represented on the steering group. 
 
• Assess the effectiveness and efficiency of the Ministry of Social Development’s existing 

service provision.  
 
• The review includes looking at potential performance improvements within specific 

services; exploring common costs incurred across the Ministry and how they might be 
better managed. 

 
• Options for improved efficiency and effectiveness are due to be considered by MSD early 

this year. 
 
 
Transport: Cost escalation in the National Land Transport Programme 

Cost escalation appears to be eroding the outcomes government can achieve in the transport 
sector, and there is no indication that this will abate. There is not currently enough information 
about the drivers of cost escalation to develop appropriate policy responses. 
 
• Identify the drivers of cost escalation in the National Land Transport Programme and 

options to manage them.  Drivers to be explored include: 
 

- input costs (land purchase, raw materials); 
- contract price escalation due to supply constraints in the construction industry; 
- expansion of project scope by Transit NZ; 
- impact of approval criteria under the LTMA; 
- estimation of project costs by Transit NZ; and 
- scrutiny of Transit bids by Land Transport NZ. 

 
• Review will focus on Transit NZ and Land Transport NZ.  It may also look at the 

interaction of these agencies with local government planning processes. 
 
• Review will consider operating and capital expenditure. It will also consider capital asset 

management practices. 
 
• Led by Ministry of Transport. 
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