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Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Bill English) 

Note the contents of this report Wednesday 10th February 

Minister for Regulatory Reform 

(Hon Rodney Hide) 

Note the contents of this report Wednesday 10th February 

Associate Minister of Finance 

(Hon Simon Power) 

Note the contents of this report Wednesday 10th February 

Associate Minister of Finance 

(Hon Steven Joyce) 

Note the contents of this report Wednesday 10th February 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact

James Beard Manager, Economic Performance 
Overview and Coordination Team 

[ * ] (wk) [ * ]  

Peter Mumford Principal Advisor, Regulatory 
Quality Team 

[ * ] (wk) [ * ]   √ 

  * [Withheld under s.9(2)(a) to protect the privacy of natural persons] 

Minister of Finance’s Office Actions (if required) 

 
 
 
Enclosure:No  
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8 February 2010 SH-11-2-7  

Treasury Report: Administrative and analytical support for NZ 
Productivity Commission 

Executive Summary 

A decision needs to be taken on the provision of administrative and analytical support for the 
proposed Productivity Commission, between two options:   
 

Option 1: An Independent Crown Entity (ICE) that shares back-office support 
services with another agency, but in all other areas employs its own staff (an analogy is 
a Commerce Commission that shares services with another agency). 
 
Option 2: An ICE (or ICE-like body) that has an arrangement with Treasury to provide 
both analytical support and back-office services (analogies are the Victorian 
Competition and Efficiency Commission that is supported by the Victorian Treasury, 
and the Waitangi Tribunal that is supported by the Ministry of Justice). 

 
The judgment on which option to select primarily depends on how much weight is put on the 
Government’s objective of reducing the proliferation of public sector agencies (which would 
favour Option 2) relative to the risk to the perceived independence of the Commission (which 
would favour Option 1).  Both options are feasible.  On balance, we recommend Option 2 as 
we consider that the risks to independence can be managed.  
 
Both the SSC and MED have seen this report.  SSC’s preliminary view is that option 2 is the 
preferred option if the perceptions around independence can be managed.  However, SSC 
would support both options being presented in the Cabinet paper to allow fuller debate.  MED 
agrees that both options are viable, but on balance favours Option 1 as it provides greater 
assurance that the Commission will be perceived as independent.  Other departments may 
comment on the two options through the interdepartmental consultation on the draft Cabinet 
paper.  Only the Ministry of Health and MORST have responded so far, but both have 
expressed a preference for option 1.   
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Action 

We recommend that you note the two options for the provision of administrative and 
analytical support to the Productivity Commission and agree a preferred option that can be 
reflected in the Cabinet paper proposing the establishment of the Commission. 
 

 
 

 
 
James Beard   
Manager, Economic Performance   
Overview and Coordination Team  
for Secretary to the Treasury 
 
 
 
 
 
 
Hon Bill English Hon Rodney Hide 
Minister of Finance Minister for Regulatory Reform 
 
 
 
 
 
 
Hon Simon Power Hon Steven Joyce 
Associate Minister of Finance Associate Minister of Finance 
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Treasury Report: Administrative and analytical support for NZ 
Productivity Commission 

Purpose of Report 

To seek your agreement to a preferred option for the provision of administrative and 
analytical support for the proposed Productivity Commission.  

Analysis 

Officials have considered a number of options for the provision of analytical and 
administrative support to the proposed Productivity Commission.  In discussion with Ministers 
this has been narrowed down to two: 
 

Option 1: An ICE that shares back-office support services with (or obtains those 
services from) another agency, which could be Treasury.  Back-office services include 
HR, IT, finance and legal.  Staff would be employed by the agency. 
 
Note that, as an ICE, the Productivity Commission would be a body corporate with the 
power to contract and hold property in its own name and the obligation to provide its 
own annual report and audited financial statements. 
 
Option 2: An ICE (or ICE-like body) that enters into an arrangement with Treasury to 
provide both analytical support and back-office services.  Other than the 
Commissioners, who are appointed by the Governor General, all staff are formally 
employed or engaged by the Treasury, but there would be protocols between Treasury 
and the Commission which protect its independence.  This includes giving the 
Commission influence over who is engaged by the Treasury to support the work of the 
Commission. 
 
Option 2 is similar to the model that operates in Victoria with the Victorian Competition 
and Efficiency Commission (VCEC), which is supported by the State Department of 
Treasury and Finance, and the provision of support by the Ministry of Justice to the 
Waitangi Tribunal. Under this option the Productivity Commission may not need to 
have body corporate status.  

 
Deciding between the options should have regard to a number of criteria: 
 
• Independence as a critical attribute of the agency. 

• The need for the agency to build and maintain its competence over time.   

• The need for the agency to operate efficiently, having regard to the government’s 
objective of reducing the proliferation of agencies and achieving economies through 
sharing back-office functions.  
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The following table summarises the relative costs and benefits of the two options. 

 

 Option 1 

ICE with shared back office 
services 

Option 2 

ICE which contracts to Treasury for 
both analytical support and back-

office services 

Benefits Provides a greater assurance that the 
Productivity Commission will be 
perceived as independent. 

Most consistent with the 
Government’s goal of reducing the 
proliferation of public sector agencies. 

May facilitate the establishment of the 
Commission, as it will be able to draw 
on an existing institution rather than 
starting from scratch.  There will also 
be clear accountability to the 
Secretary to the Treasury to deliver 
on establishment. 

Some high performing analytical staff 
may be attracted to employment with 
a larger agency (Treasury), albeit 
engaged in Commission work, for 
reasons of job security, rotation and 
promotion opportunities, and HR and 
other support.   

Costs While achieving some economies 
through shared services the 
Commission will still be seen as a 
new public sector agency.   

 

A potentially significant risk that in 
some quarters the Commission will be 
seen to be influenced by Treasury, 
thus undermining its reputation for 
independence. 

Effectively another function for 
Treasury that will need to be 
absorbed.     

 

Establishment and ongoing costs of the Productivity Commission are similar in both cases as 
both assume sharing of back office functions. 
 
The judgment on which option to select primarily depends on how much weight is put on the 
Government’s objective of reducing the proliferation of public sector agencies (which would 
favour Option 2) relative to the risk to the perceived independence of the Commission (which 
would favour Option 1).  There are, however, also a number of features of the Commission 
that will help manage the risk of Option 2: 

• Establishing the agency as an ICE is intended to secure the independence of the 
agency.  This gives Commissioners security of tenure (the threshold for removal is very 
high) and the Minister is not able to direct the entity to have regard to or give effect to 
Government policy.   

• Requiring public inquiries, and publishing both the terms of reference and final reports 
(the APC is also required to publish draft reports) is intended to contribute to 
transparency.   
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• The appointment of Commissioners who have a high level of credibility is a key 
implementation strategy.   

• As with the VCEC it is likely that the relationship between the Commission and 
Treasury will be defined in such a way that the independence of the Commission is 
clear.  The VCEC and Victorian Department of Treasury and Finance (DTF) have a 
comprehensive Framework Agreement which has as its basis ‘the underlying 
principle that the analysis, advice and other work of the VCEC and VCEC 
secretariat is clearly independent of the DTF.  On administrative matters the 
VCEC Secretariat is supported like all other outputs in DTF.’ 

We believe both options are viable models. On balance, Treasury’s favours Option 2, as it 
considers that the benefits of associated with reducing the proliferation of public sector 
agencies and facilitating the establishment of the Commission are important, and it considers 
the risks are manageable.  Contributing to this confidence is the fact that the model has 
proved to be viable in Australia with the VCEC and in New Zealand with the Waitangi 
Tribunal.   

Both the SSC and MED have seen this report.  SSC’s preliminary view is that option 2 is the 
preferred option if the perceptions around independence can be managed.  However, SSC 
would support both options being presented in the Cabinet paper to allow fuller debate.  MED 
agrees that both options are viable, but on balance favours Option 1 as it provides greater 
assurance that the Commission will be perceived as independent.  MED notes that given that 
actual and perceived independence is critical to the credibility of the Commission and its 
ability to deliver on its purpose, this is considered to outweigh any risks in relation to the 
perception of public sector proliferation.  There is a potentially significant risk that Option 2, a 
Commission serviced and staffed by Treasury officials, will be seen to be influenced by 
Treasury, thus undermining its reputation for independence. 
 
Other departments may comment on the two options through the interdepartmental 
consultation on the draft Cabinet paper.  Only the Ministry of Health and MORST have 
responded so far (the deadline for comments is Wednesday), but both have expressed a 
preference for option 1.   

Other Relevant Information 

 
The key features of the proposed Productivity Commission are: 

 
• The purpose of the agency is to improve productivity in both the public and private 

sectors in a way that is directed at supporting the overall well-being of New Zealanders. 
 
• The functions of the agency are: 

 
On referral by the Responsible Minister, in conjunction with the relevant portfolio 
Minister, to: 
 
• Hold inquiries into, and report to the referring Minister(s) about, productivity 

related matters; 
 

• Conduct ex post reviews of regulatory regimes; 
 

• Conduct one-off reviews of the efficiency and effectiveness of regulatory 
agencies; and 
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• Undertake ex ante regulatory impact analysis for a small number of specific 
regulatory proposals. 

 
On its own initiative, to: 
 
• Undertake and publish its own research into productivity related matters to build 

its institutional knowledge and, as such, support its inquiry and reviews functions; 
and  
 

• Promote public understanding of matters relating to productivity. 
 

• The agency is headed by 3-4 Commissioners, and has a staff of some 21 FTEs. 
 
• The agency is an Independent Crown Entity (ICE).  
 
• The annual work programme of the agency and terms of reference for inquiries/reviews 

are made public. 
 
• The agency is expected to consult widely when undertaking inquiries, reviews and 

regulatory impact analysis.   
 

 

  


