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Introduction 
What was consulted on 

This document summarises key themes arising from interviews conducted by the Review team on 
governance at the Reserve Bank.  The interviews informed consultation on governance 
arrangements described in the consultation document Reserve Bank Act Review: Safeguarding the 
future of our financial system released on 1 November 2018.  The first round of public consultation 
closed on 25 January 2019. 

The first round of consultation focused on the pros and cons of the Reserve Bank’s governance 
arrangements moving away from a single-decision-maker model to a more typical board structure. 
This would see the new board take formal responsibility for all of the Reserve Bank’s functions 
except monetary policy, which will be covered by the newly established Monetary Policy 
Committee (MPC).  In addition, a Financial Policy Committee (FPC) could be established, with 
formal responsibility for prudential policy decisions (just as the MPC is responsible for monetary 
policy decisions).  Alongside changes to governance arrangements, the consultation considered 
how the Reserve Bank should be held to account, including who should monitor its performance.  

Governance interviews 

In addition to receiving feedback on governance via formal submissions, the Review team 
conducted a series of interviews with a selection of individuals with governance expertise in the 
public, private and regulatory sectors in New Zealand and internationally.  The interviewees include 
experienced directors, governors (past and present) from the Bank of England and the United 
States Federal Reserve, and senior officials from the Australian Prudential Regulation Authority and 
the New Zealand Financial Markets Authority (FMA).  The full list of participants is included in 
appendix one.  

The objective of the interviews was to ensure the Review team received sufficient feedback from 
people with experience and working knowledge of the governance models being considered.   The 
interviews were conducted on a confidential basis and on the understanding that the views would 
be used to inform our analysis but not attributed.  The summary is therefore thematic. 

Where to find more information 

67 written submissions were received on the first consultation document and just under half of 
these submissions provided substantive comments on governance.  Three former Reserve Bank 
Governors and seven registered banks (including the four largest) made written submissions on 
governance.  A summary of the written submissions and all individual written submissions (subject 
to some redactions made at the request of the submitter) can be found on the Treasury website.
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Summary of key themes on governance 
Summary of key feedback received 

 Support for group decision making:  nearly all participants favour moving from the single 
decision maker model to a group decision maker model.  These participants believe that group 
decision-making represents a superior model for decisions on the basis of different 
perspectives, external involvement and independent challenge inherent in group decision-
making. 

 A governance board should be established:  nearly all participants support the establishment 
of a governance board with responsibility for strategic matters and organisational 
performance.  There is a difference of views on whether the optimal governance arrangements 
should vest prudential policy responsibility with the board (the Policy Board model) or the FPC 
(the FPC model).   

 Mixed views governance for prudential policy:  there is an even split of views on the optimal 
governance model for prudential policy.  While both the Policy Board and FPC models are seen 
as significant improvements on the single decision maker model, participants generally express 
a preference for one model: 

o participants favouring a Policy Board tend to emphasise the benefits of a 
conventional governance structure widely used in the public and private sector.    

o participants favouring an FPC model tend to note the increased specialisation, 
focus and external involvement on prudential policy decisions.  

 Delegations critical to effectiveness:  many participants note the importance of the 
delegations framework between the governing body and the Governor as being critical to the 
effectiveness of the governance framework.  

 Focus on high calibre members and participation of externals:  most participants believe that 
the calibre of the directors/members is critical to success.  Most participants support having 
externals on the board or FPC on the basis that externals bring a diversity of views, 
independent challenge and accountability to the structure. 

Structure of report 

The views of participants are structured around the following topics: 

1. The current governance model 

2. The Policy Board model 

3. The FPC model  

4. The role of the CEO and delegations 

5. Composition and appointments 

6. External monitoring 
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1. The current governance model  
Participants express broad support for moving to a group decision making model, and raise 
concerns about the current governance arrangements. 

Support for moving to group decision making 

 There is little support for the existing single decision maker model with nearly all participants 
favouring group decision making.   

 In general, participants express the main advantages of group decision making as mitigating the 
risks associated with the concentration of power in one individual and exposing decisions to a 
broader set of information and perspectives.  A robust group decision making structure will 
provide strong internal accountability whereby views of members are tested and exposed to 
debate.  

 Participants raise some problems with group decision making (including group-think or lack of 
expertise), but most believe these problems could be mitigated in a well-designed governance 
structure and appointments process. 

Concerns about the existing Reserve Bank Board 

 A number of participants question the effectiveness of the current Reserve Bank board.  These 
participants note that the existing board doesn’t have many powers, so its ability to challenge 
and influence is limited.  Concerns are expressed that the existing board doesn’t have typical 
governance powers, so it is not a “board” as understood in a conventional sense. 

Support for establishing a governance board 

 There is general support for the creation of a governance board with actual powers and 
responsibilities (as opposed to monitoring only).  This board would be well placed to take 
decisions on strategic matters and organisational performance.  Roles noted for the board 
include the identification of emerging risks and opportunities, resource allocation, 
appointments, risk appetite, and a cross-check on the CEO and management.  The board would 
set the strategy of the Reserve Bank, determine how to meet its purpose and objectives, 
monitor decisions of committees (including the MPC), and determine the Reserve Bank’s 
approach to risk, prioritisation and resourcing. 

Responsibilities of the board 

 Prudential policy: the key area of debate was on whether the board or FPC would be best 
placed to take prudential policy decisions, including the prudential regulatory framework 
(capital and liquidity settings), macro-prudential policy decisions, and the supervision and 
enforcement framework.  Both the Policy Board and FPC models are generally seen by 
participants as a move to a more robust governance structure, although there is divided 
opinion on which model is optimal.  There is an even split of views, often reflecting a 
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participant’s background with different governance structures.  Further analysis of the views 
expressed on this topic is set out in the sections below. 

 Supervision and enforcement: a number of participants believe that the governing body with 
responsibility for prudential policy should have responsibility for supervisory and enforcement 
decisions, but that most of these decisions would be delegated from the governing body to the 
Governor or staff.  These participants believe that the board or FPC should have good oversight 
and familiarity of both supervisory matters, and the institutions they are regulating.  Some 
participants noted the importance of the delegations framework to ensure that most of these 
decisions are delegated to staff so that the board or FPC is operating at the strategic level.  

 Crisis management:  some participants believe that crisis management is a difficult area to 
address, and note that decisions in this area would be hard to deal with at a board or 
committee level.  These participants note that the fast moving and operational nature of crisis 
management decisions is ill-suited to externals who are generally part-time.  Conflicts of 
interest could also be problematic.  These participants believe that a different process would 
be needed, probably involving executives. 

 No separation of macro-prudential and micro-prudential responsibilities:  participants who 
favour an FPC model generally agree it is not necessary, particularly in a small concentrated 
financial system like New Zealand, to have separate statutory micro-prudential and macro-
prudential committees.  

2. The Policy Board model 
Some participants believe that a board would be well placed to take responsibility for all the 
Reserve Bank’s functions outside of monetary policy.  Under the Policy Board model, the board 
would have responsibility for all organisational, operational and prudential matters, including 
supervision and enforcement decisions. 

Advantages of a Policy Board 

Participants favouring a Policy Board with responsibility for prudential policy tend to note the 
simplicity offered by a conventional governance structure widely favoured by the public and 
private sector.  Some of the key advantages of a Policy Board (over an FPC) identified by 
participants include:  

 Coherency and credibility:  a board structure is seen as providing an efficient and robust 
governance structure that is well regarded across the private and public sectors.  

 Simplicity:  in the FPC model, participants note that it may be difficult to specify the roles and 
responsibilities of the board and the FPC, and that there is likely to be an overlap in the 
responsibilities between the board and the FPC.  These concerns around role clarity would be 
avoided with a Policy Board model.  The board would simply have responsibility for all of the 
Reserve Bank’s functions outside of monetary policy, and would delegate as appropriate to 
management.  A more conventional model may be more appropriate for New Zealand, 
reflecting the size of New Zealand’s financial system.   
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 Flexibility:  participants consider that the use of delegations, divisions and internal committees 
could provide focus and expertise necessary to provide for quality prudential policy decisions 
and efficient functioning.  The board would also be free to create a non-statutory advisory FPC 
with external appointees if it saw fit. 

Disadvantages of a Policy Board model 

Concerns expressed by participants around a Policy Board model centre around the breadth of its 
responsibilities. These concerns include:  

 Broadness of mandate and lack of focus:  a board on its own may struggle with the range of 
functions and decisions it is responsible for and conflicts between functions may be difficult to 
manage.  The broad mandate leaves the board with less capacity to focus on prudential policy.  

 Quality of decisions:  there will need to be a range of skills at the board level to maintain 
sufficient oversight and responsibility for all of the Reserve Bank’s functions, with less expertise 
on prudential policy.  Decision making power on prudential policy would be vested in some 
board members who are less well-qualified to take prudential decisions, and may not be able 
to ensure there is robust debate on prudential matters.   

 External (non-executive) members could struggle:  non-executive members are generally part-
time.  The breadth of responsibilities may not fit with a part-time role, even with effective 
delegations and internal policies.  Non-executive members may struggle to get up to speed to 
take informed positions on all the Reserve Bank’s functions that they are responsible for.  If a 
non-executive member has responsibility for organisational decisions, and is required to spend 
more time in their directorship role, there is a higher risk they will become more internalised 
and less likely to dissent.  However, some participants note that workload should be 
manageable through efficient delegations and internal governance processes (e.g. internal 
committees).  

3. The FPC model 
Some participants believe that an FPC should be established with responsibility for all prudential 
policy including supervision and enforcement decisions.  Under this model, the board would have 
responsibility for all matters outside the mandate of the statutory committees (the MPC and the 
FPC), including all corporate and operational matters and residual policy.  

Advantages of an FPC 

The FPC has many of the benefits of a Policy Board model, including embedding group decision 
making and external challenge into decision making processes.  The participants favouring an FPC 
model note some key advantages over the Policy Board model including: 

 Expertise and specialisation on prudential policy matters:  a statutory committee with a 
prudential policy mandate only would attract specialists in the areas of prudential policy.  
Prudential policy decisions are complex and quality decisions require specialist expertise and 
financial sector experience.  The FPC’s targeted mandate and the associated accountability 
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incentivises quality decision making and processes. In a Policy Board model, a broad range of 
expertise will be required to maintain sufficient oversight and responsibility for all of the 
Reserve Bank’s functions, which results in less targeted prudential expertise.   

 Prominence and focus given to financial policy:  some stakeholders have criticised the Reserve 
Bank for prioritising monetary policy and having a lack of focus on prudential policy.  Having a 
separate statutory FPC, with prudential policy experts, provides a prominence and focus to the 
Reserve Bank’s financial policy functions.   

 Better suited to external members:  a role targeted at prudential policy is likely to be more 
attractive to part-time external members and allow them to focus on prudential policy 
responsibilities.  A Policy Board model would require external members to take responsibility 
for corporate, organisational and other policy decisions which could be a drain on their time.   

 Consistency with Phase 1 decisions:  an FPC would adopt the same governance structure for 
prudential policy as has been established for the MPC in Phase 1 of the Review, creating a 
consistent approach across the Reserve Bank’s two main policy functions.   

Disadvantages of an FPC 

Concerns expressed by participants around the FPC centre around the complexity of the FPC 
governance model when compared to the Policy Board model.  Some of the key disadvantages 
identified by participants include: 

 Complexity:  an FPC may introduce unnecessary complexity and cost to decision making 
processes.  Overlapping roles of the committees, the board and the governor will require 
careful management and co-ordination processes.  While monetary policy committees are 
relatively common, statutory financial policy committees are rare with the Bank of England 
being a notable exception.   

 Lack of role clarity:  role allocation could be difficult to specify with an FPC.  Role clarity is 
critical to accountability and performance, but splitting roles and responsibilities between an 
FPC, MPC, board and Governor could be difficult.  There is likely to be overlaps in areas of 
responsibility which could blur accountability arrangements.  A board with no policy 
responsibilities may struggle to define its role and carry out its responsibilities.  For example, 
the board does not have policy responsibilities so will rely heavily on the policy committees 
when setting the strategy and making resourcing decisions. 

 Difficulty in securing suitable appointments:  there may also be difficulties in recruiting 
suitably qualified and non-conflicted members to both the FPC and board given New Zealand’s 
small labour market.  The board may not be an attractive proposition under the FPC model if 
the board retains no policy responsibilities. 

4. The role of the CEO and delegations 
Many participants note the importance of the delegations framework and the relationship between 
the CEO (the Governor in the case of the Reserve Bank) and the chair of the governing body.  Some 
of the key matters raised include: 
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 The relationship between the CEO and the chair of the governing body:  many participants 
believe that the most important relationship in the governance structure is between the chair 
and the CEO.   This is particularly important when there are aspects of the business that are not 
going well.  A CEO needs to be empowered to raise concerns and know they will be addressed 
constructively. 

 A CEO needs discretion:  some participants note that the line between governance and 
management is not a hard line.   The board/committee need to be able to trust that the CEO 
will bring necessary matters to their attention.  The board/committee is dependent on the flow 
of information coming up from the executive so the connection between the chair and CEO is 
critical.  The CEO needs some discretion to exercise judgment on what they will take to the 
board and what they won’t. 

 Heavy reliance on delegations:  participants generally acknowledge that a board/committee 
would rely heavily on delegations to ensure efficiency and performance.  Most of these 
participants suggested many matters should be resolved by the executive but the 
board/committee will still need to have responsibility to maintain effective accountability. 

 Supervision and enforcement decisions:  a number of participants note that while 
responsibility for supervision and enforcement would be a board/committee responsibility, 
these decisions would need to be heavily delegated.  Some participants note that it is difficult 
to separate out supervisory decisions from the broader regulatory framework – they are inter-
connected, and those setting policy should have oversight of supervision and enforcement.  
Ultimately the board/committee needs to know what management is doing and have 
appropriate oversight given that they are accountable for their decisions.   

 Workload managed by delegations:  a number of participants believe that any workload issues 
could be dealt with by an effective delegations framework.  Examples referred to include the 
Bank of England’s Prudential Regulations Committee’s delegations framework and the divisions 
structure at the FMA.  

5. Composition and appointments 
In general, participants believe that the success of any governance structure is ultimately 
dependent on the calibre of the decision makers and therefore suggest the appointments process 
should be a key area of focus.  The calibre of appointees is critical to the dynamic of the board and 
ensuring well-informed debate.  Most participants see that composition should be driven by 
function, and that there needs to be an appropriate level of skills and expertise at the governance 
level.  Some participants emphasise the importance of specialist expertise, while others emphasise 
the importance of independent perspectives.  

Most participants support having externals (non-executives) on the board or FPC on the basis that 
externals bring a diversity of views, independent challenge and accountability to the structure.  
These participants believe that the inclusion of externals would improve the quality of debate 
leading to better decisions.  A few participants express reservations around externals including 
their ability to deal with complex matters, potential conflicts, and difficulty recruiting suitable 
members.  A few participants note the importance of ensuring external members are supported 



 

Treasury:4067781v1  9 

 

and have good access to information.  A few participants think the inclusion of an international 
expert would be a useful addition.  

On the balance of external and internal membership, some key matters raised by participants 
include: 

 Fully non-executive boards:  Some participants believe that a fully non-executive board would 
be best practice on the basis that those in governance have a clear line of sight into the running 
of the agency and are accountable for it.  A fully non-executive board provides a clear 
separation between governance and management.  The board sets the direction and the 
performance it expects and then lets management deliver.  The CEO is responsible for 
delivering on management’s responsibilities so it can be problematic if the CEO is on the board. 

 Mixed composition:   

o A board - some participants believe that a “hybrid” with a majority of non-
executive members could be a useful compromise and provides some continuity 
between governance and management.  A majority of well chosen non-executives 
should be able to hold the CEO to account, even if the CEO is on the board.  Some 
participants note that having the CEO on the board may not make any difference in 
practice as the CEO will attend and contribute to most board meetings.  A few 
participants note that a board is generally able to hire and fire the CEO, so having 
them on the board is problematic. 

o An FPC – the inclusion of externals is a key reason for setting up a statutory FPC 
although some participants had no view on the balance of internal and external 
members.  A few participants support an FPC with a majority of externals to ensure 
externals have sufficient influence. 

 Lack of support for a fully executive board:  some participants note that fully executive boards 
(sometimes called commissions) present difficulties.  These participants believe that having 
executives on the board blurs accountability and the split of governance and management 
functions.  These participants don’t see management as being able to achieve the distance 
from day-to-day activities needed to provide a strategic lens, or appropriate internal 
accountability.  Having someone removed from the day-to-day operations and in an oversight 
role can be a very useful check and challenge to the direction of an organisation.   

 FMA appointment:  a few stakeholders support the involvement of the FMA on the basis that it 
would be beneficial for each agency to know what the other is doing, and to recognise the 
knock-on effect that one agency’s action has on the other in order to share responsibility.  
Options discussed by participants include cross-directorships, membership on an FPC, or an 
observer role.  The overriding objective is getting the agencies to co-operate and participants 
recognise that there may be other options here (the Council of Financial Regulators, for 
example).  

Some participants are concerned about the potential for the appointment process to get 
politicised.  These participants prefer arrangements where the board appoints its own CEO or is 
influential in the CEO’s appointment.   



 

Treasury:4067781v1 10 

 

6. External Monitoring  
The feedback from participants on monitoring is not extensive.  A few participants note that 
performance measures for financial policy are difficult to define (there is no metric like there is for 
monetary policy), and suggest that the governance structure and appointments process is more 
important because of this.  These participants suggest that if there is a clear split between 
governance and management it will provide for robust accountability.  The board/committee 
should be very clear on its responsibilities and set the benchmarks that will be used to measure the 
performance of the Reserve Bank and how management’s performance against these benchmarks 
will be assessed.  A few participants note the importance of transparency to the public and 
parliament regarding how the organisation is run, the resources used, and how decisions are made.   

A few participants believe that Treasury could be an effective external monitor.  The role would 
include advising the minister that the Bank is using appropriate policy processes and has sufficient 
resourcing.  Some participants note that performance monitoring of the committee or board 
members would be difficult (particularly if decisions are made by consensus) and the chair would 
have more of a role in ensuring the effective functioning of individuals and the group.   

A number of participants are supportive of regular independent external reviews of the decision 
making bodies (e.g. board, MPC) to mitigate potential problems of group decision making 
structures such as social loafing. 
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Appendix 1: List of interview participants 
Interviewee Experience 

Sir Paul Tucker Former Deputy Governor of the Bank of England, with responsibility for 
financial stability. Previous member on the Bank's Monetary Policy 
Committee and Financial Policy Committee 

Donald Kohn Former vice chairman of the United States Federal Reserve. Current 
member of the Band of England Financial Policy Committee  

Sam Woods Deputy Governor for prudential regulation and CEO of the Prudential 
Regulation Authority at the Bank of England.  Current member of the 
Court, Financial Policy Committee and Prudential Regulation Committee 
at the Bank of England  

John Laker Former Chair of the Australian Prudential Regulation Authority 

Mark Zelmer Former deputy superintendent of the regulation sector at the Office of 
the Superintendent of Financial Institutions in Canada 

Rob Everett Current CEO of the Financial Markets Authority 

Sean Hughes Former CEO of the Financial Markets Authority  

Liz Coutts Chair of the New Zealand Institute of Directors, experienced director 

Steven Fyfe Experienced director, former Chair of the Cooperative Bank and former 
deputy CEO of ANZ 

Chris Moller  Experienced director, chair of Meridian and director of Westpac 

Mark Tume Experienced director, chair of Ngai Tahu Holdings previous director of 
Transpower and the New Zealand Super Fund 

Belinda Moffat CEO of the Broadcasting Standard Authority, previous executive member 
of the Financial Markets Authority heading enforcements and 
investigations 

Barbara Chapman Experienced director, former CEO of ASB, director of Genesis and 
Fletcher Building 

Malcolm Edey Former assistant governor at the Reserve Bank of Australia (Financial 
System and Economics) 

 

 


