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Why it is important...
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iscal and economic performance...
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The IMF paper considers “optimal
public debt and investment policy in
the aftermath of the global financial
crisis." High levels of public debt are
an important legacy of the global
financial crisis, with a reduction in
public debt important with regards to
risk management and economic
growth. The report looked at
economic health in terms of fiscal
space, a concept defined as the
difference between the debt limit and
the actual debt-to-GDP ratio.

In an analysis of 30 countries, only
two, Norway and South Korea, were
found to have a higher level of fiscal space than New Zealand.
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...but at what cost?
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New Zesland has dropped from first to 10th mest "socially progressive” naticn in a
new global index - dragged down by our s0aring house prices and bulging
waistlines.

This country came first out of 133 countries on the "Sodial Progress Index” in 2014

but deopped to fifth last year and 10th-equal with kceland this year. Australia
impraved it ranking from 10th tofourth performance
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"Do you enjoy all this flummery,
Mr Pitt?"

"No, Mr Fox."

"Do you enjoy anything, Mr
Pitt?"

"A balance-sheet, Mr Fox. I
enjoy a good balance sheet”
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Hindsight: Key concepts in the financial
management framework...

Performance
Accountability

Integrated management system
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Performance Defined

e “"Owner” / “purchaser” distinction
e Inputs / outputs / outcomes

e “"Crown” / department distinction

performance
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“Ownership”

e Objectives and scope of business

e Strategy - especially products/outputs
e Financial performance

e (Capital maintenance

e Risk management

APPROPRIATION MINISTER(S): Minister for Disability Issues (M23), Minister of Finance (M31),
Minister for Social Housing (M37), Minister of Revenue (M57), Minister for Seniors (M61), Minister for
Social Development (M63), Minister of State Services (M66), Minister of Veterans’ Affairs (M75),
Minister for Youth (M77)

APPROPRIATION ADMINISTRATOR: Ministry of Social Development

RESPONSIBLE MINISTER FOR MINISTRY OF SOCIAL DEVELOPMENT: Minister for Social
Development

performance
THE ESTIMATES OF APPROPRIATIONS 2016/17 - SOCIAL DEVELOPMENT AND HOUSING SECTOR B.5Vd.10 | 43 in public services
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“Purchase” Framework

Input Output Outcome

Social

Cost Revenue Benefit
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INPUTS OUTPUTS OUTCOMES

Direct costs — Driver training — [ Reduction in
‘Personnel road deaths
‘Travel > Road traffic research
*Stores _ Speed of

. Vehicle inspections ___ transport

Indirect costs
Overheads

__, Pollution
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OUTCOMES

4

INTERVENTIONS
Mix of actions to achieve
desired outcomes (Strategy?)

4

Outputs | Regulations | Transfers | Taxation | Ownership
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Accountability Framework

Figure 2: State Sector Accountability Framework
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Chief Executive
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Integrated Management System

/' Strategic Planning \

Budgeting
« Capital
* Operating

.

Monitoring/
Reporting

Operations / Budget
Implementation
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Long-term Fiscal

Reports

Appropriation
(Financial
Review)Bill

/7
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Budget Themes

and Objectives

Crown Financial
Statements

Annual Report Key Results
BudgetPolicy
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Monthly Statements of
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Statements
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Reports to ChiefExecutive
Ministers Performance
K k Agreements
Output Plans
Agreements

Supplementary
Estimates

Estimates of
Appropriation

/ Legend

<> Government-wide reports

Imprest Supply

Department-specific reports

performance
in public services




‘ IPFA\ The Chartered Institute of )
Public Finance & Accountancy cipfa.org

Performance Specification Documents
Government

e Statement on Long-term Fiscal Position

e Fiscal Strategy Report Budget Policy Statement
The Public Finance Act provides for publication of a Budget Policy Statement no later
e Economic and Fiscal U pd ate than 31 March each year. This is required to set out the Government's:

» broad strategic priorities for the coming financial year

e Budget Policy Statement

» overarching policy goals and policy areas for the coming year

v how the Budget fits with short-term intentions in the most recent Fiscal Strategy
Report (inconsistencies must be explained).

e Budget
e Forecast Financial Statements
e Estimates of Appropriation

e Investment Statement

performance
in public services
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Budget reflects strategy...

(2)  The budget policy statement must, for the financial year commencing on 1 July
after the statement 1s presented, state the broad strategic priorities by which the
Government will be guided in preparing the Budget for that financial year, n-
cluding—

(a) the overarching policy goals that will guide the Government’s Budget
decisions; and

(b)  the policy areas that the Government will focus on in that year; and

(¢)  how the Budget for that year accords with the short-term intentions re-
ferred to in the most recent fiscal strategy report or the amended short-
term intentions under subsection (3).

performance
in public services
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Reporting by the Government
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Performance Specification Documents
— Departments (as was...)

e Departmental Forecast Report
CONTENTS
C t S t t = P I Statement of Responsibility 5
e Corporate/Strategic Plan 7
Mission and Vision of the State Services Commissicn 7
Roke of the State Services Commission 7
Strategic Overview &
Changes in Cutput Classas s
e CE Performance Agreement R :
Legal Responsibilities a
. Financial Highlights a
After the Budget is agreed, output plans (or output agreements for Crown
. N . . Part B - Forecast Financial Statements 1
entities) are signed by chief executives (or boards) and the relevant Smtamant o Frospacive Firapsil Psfrmance "
.. . . . y L. Stwtement of Estimated Firancial Position and Frospective Financial Position 12
Ministers. They are cross-referenced in chief executives’ job descriptions. Soramar o rospaie s Fons s
Reconciliation of Net Cash Flaxs 14
Statement of Prospective Movernents in Taxpayers’ Funds 14
Forecast Details of Fixed Assats by Category 18
Smtement of Objectives - Forecast Financial Rerfarmance 6
e Purchase Aareement s .
Output Class Performance Satements 19
Purchase Agreements Statement of Significant Underlying Assumpticas 23
The goods and services to be supplied by a department to a Minister are set out in a purchase Swtement of Significant Accauing Policies 24
agreement. These agreements specify the quality, quantity, price and timeliness of each output to be
supplied. The arrangement allows a Minister to make considered and deliberate decisions as to Part C - Additional Information 26
what he or she wishes to purchase each year, and, where there is scope for competition, to select GST Stats of Departmental Output Classas 26
the best supplier. Questions of quality and price will clearly be very important in these Ministarial Servicing: Standard Description and Quality Indicatoes 26
considerations. The sorts of information included in purchase agreements is shown below. Organisational Chart 28
Items in Purchase Agreement
* term of agreement
= description of outputs
= cost of outputs
* performance measures and standards
= procedures for assessing performance
* reporting requirements
= rewards and sanctions
= procedures for amendment of the agreement perform ance
* procedures for resolving disputes 'i'n pubhc se'rvices

As part of the support services it provides for its Minister a department may administer purchase
agreements with other non-departmental suppliers.
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But the Owner’s interest in
strategy remains central...

Chief executives and boards are responsible for identifying issues likely
to be important to the owner and taking action in line with:

» the Govemment's overall strategy and long-run interests
» the Responsible Minister’'s view of the agency’s direction

» issues specific to the agency, its clients, or the business sector it
operates in, that need a response or contingency plan

» demand to reshape policy, responsibilities and operational capacity

» risks and threats to the ongoing provision of affordable services.

Such actions may be represented in:

» expectations stated in the Chief Executive's performance agreement
» the agency’s strategic business plan or Statement of Intent

» policy reviews and cost management exercises

» capability development plans (eg, for human resources)

» separation of purchase, delivery and monitoring responsibilities?’

» outsourcing of, or competitive tendering for, goods and services.
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Strategic Intentions

Reprinted as at
4 March 2016 Public Finance Act 1989 Part4s41A

40  Requirements for information on strategic intentions

(1)  The information required under section 38 must, for the period to which it re-
lates, set out the strategic objectives that the department intends to achieve or
contribute to (strategic intentions).

(2)  The information must also, for the period to which it relates,—

(a)  explain the nature and scope of the department’s functions and intended
operations; and
(b) identify any departmental agencies hosted by the department; and
(c) explain how the department intends to manage its functions and oper-
ations to meet its strategic intentions; and
(d)  set out and explain any other matters that—
(i)  are reasonably necessary to achieve an understanding of the de-
partment’s strategic intentions and capability; or
(i) may be specified by the Minister or the responsible Minister for
the purposes of subparagraph (i).

Section 40: replaced, on 1 July 2014, by section 80 of the Public Finance Amendment Act 2013
(2013 No 50).

pertormance
in public services
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Departmental Reporting

e Statement of Responsibility

e Statement of Accounting Policy

e Operating Statement

e Statement of Financial Position

e Statement of Cash Flows

e Statement of Contingent Liabilities

e Statement of Service Performance

performance
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Reporting on Strategic Intentions

45  Contents of annual report of department

(1)  The annual report of a department must provide the information that is neces-
sary to enable an informed assessment to be made of the department’s perform-
ance during the financial year, including how well the department is managing
the resources it controls.

(2)  The annual report of a department must contain the following information in
respect of the financial year to which it relates:

(a) an assessment of the department’s operations (excluding operations on
which any departmental agency hosted by the department 1s required to
report under section 43A); and

(b) an assessment of the department’s progress in relation to its strategic in-
tentions; and

(¢) information about the department’s management of its organisational
health and capability; and

(d) statements of expenses and capital expenditure for the department that
comply with section 454A; and

(e) annual financial statements for the department that comply with section
45B; and

(f)  astatement of responsibility that complies with section 45C; and

. Ice
\in public services
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But what is a strategy?

BUDGET SENSITIWVE

Linking it together: Government priorities, MSD outcomes and priorities

Reducing Long- & < Irmproving

term Welfare Boosting Skills Interaction with Supporting Vulnerable Children Reducing Crirme
and Ermnployrment

Dependence Government

GOVYERNMENT
BPS
PRIORITIES
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Our strategic direction is to become a single, cohesive organisation, with intelligent service delivery, centred on the public we

serve and support; and enhance our ability to contribute to the social sector

& Working differently

= A X Lt to betrer identify, i ;

5 Contributing to co n: nmuuen“itlizg Irr;mre d Reinicingewbel{arg f. g:me%l;:i:r::gst:ciaal ef"!“"g'g;#in d = ?:D'E:I"dcmre? psrgce:s'zeh: :‘: d s‘::gmlei:\;nagng £

E implementing the effectively by e":n i:‘?: strnyeuntsmg housing market by sclieur:;:"d'-rough the u:ndegouneg Pleo;Iee systems for culture to allow us
Social Sector work implementing the implementing the s i delivering to operate asa

= programme Community ap:aroa? o bet'ger Social Housing Sec;rlw Response varesp;nglnglm transactional and single, cohesive

E Investment Strategy pgetsuppo Reform Programme fop [l e orr:(;een 4 :tri‘:n s frontline services agency

= modernise CYF

performance
Ministry of Sodal Development’'s 2016 Four-year Plan as at 9@ December 2015 12 in public services
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Foresight: Integrated Reporting?
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Creating value...
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Financial Mission and vision Financial
» Governance
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\ 4 Risks and Strategy and y N
Intellectual opportunities resource allocation Intellectual
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Human Human
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External environment
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Social and relationship

Natural
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A new reporting framework for the
public sector?

1A Integrated report defined

1.1 Anintegrated report is a concise communication 4E  Strategy and resource allocation
GbOUf I‘IOW an organ ization’s strafegy 4.27 Anintegrated repon should answer the
! g question: Where does the organization want
governance, performcnce Qnd prospecis , 1N the to go and how does it intend to get there?
context of its external environment, lead to the 4.28 An integrated report ordinarily identifies:
creation of value over the short, medium and e The organization’s short, medium and long

I term strategic objectives
ong term.

e The strategies it has in place, or intends to
implement, to achieve those strategic
objectives

e The resource dllocation plans it has to
implement its strategy

' * How it will measure achievements and target
outcomes for the short, medium and long
term.

performance
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