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Dear Judy, 

 

“Measuring and improving state sector productivity” issues paper – July 2017 

 

Thank you for the opportunity to respond to the issues paper “Measuring and improving 

state sector productivity”.  Our submission provides contributions in the areas of measuring 

outputs and productivity and examples of good practices in increasing productivity including 

culture as an enabler.    We are happy to provide further information or discuss any aspect 

we have raised. 

 

Yours sincerely 

 

 

 

 

Lara Ariell 

Chief Financial Officer 

Performance, Facilities and Finance 

Inland Revenue 
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Inland Revenue’s submission to the New Zealand Productivity 

Commission’s inquiry into state sector productivity 

1. Introduction 
The New Zealand Productivity Commission’s issues paper “Measuring and improving 

state sector productivity” sets out the focus of an inquiry into “state sector 

productivity” and asks 36 questions.  Our submission does not respond to all of the 

questions, but provides feedback in a number of areas. 

We are happy to provide further comment on these or other issues at the 

Commission’s request. 

2. How we measure our outputs - Inland Revenue’s Performance 

Management Framework 
We have layers of performance measures, as illustrated on the 

right, to track how efficiently our resources are being used.  Our 

measures address different customer needs from an operational 

level to help manage our day-to-day business, to focusing on the 

longer term changes we are seeking to achieve. 

We will also see the effects of our multi-year transformation 

across everything we do, so almost all of our measures will 

provide an indication of how our transformation is going. 

We report against all of the layers of performance in our Annual 

Report which you can find on our website. 

Our output performance measures are set out in Part 2 of the 

Estimates of Appropriations, available on the Treasury's website. 

These measures show how we are performing across: 

 policy advice 

 services to inform the public about entitlements and meeting 

obligations 

 services to process obligations and entitlements 

 management of debt and outstanding returns 

 investigations 

 services to other agencies 

 transformation 

Our outputs mirror our departmental expense appropriations. We review our 

measures and targets each year to make sure they reflect the range of services we 

provide, changes in our operating environment, and support achieving our outcomes. 

Outcomes
What we want to 

happen as a result of 
the work we all do 

every day

Impacts
The difference we 

want to make

Outputs
The activities we do

Inputs
How we use our 

resources

Integrity
Our commitment to 

protecting the 
integrity of the tax 

system

http://www.ird.govt.nz/aboutir/reports/annual-report/
http://www.treasury.govt.nz/budget/2017/estimates/v5/est17-v5-reven.pdf
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3. How we measure productivity 

3.1 Measuring operational efficiency 
We use a consistent planning and management framework – Active Operations 

Management – across our Service Delivery functions to provide a balanced approach 

across three key performance objectives - cost, quality and service.   

Active Operations Management provides visibility of work on hand, work coming in, 

our work priorities, and how many people we are going to need to complete the work.  

This has enabled us to develop a common language and measurement of 

productivity.  It has also created a culture of continued productivity improvement 

through empowered leaders having the right data, tools and skills to actively manage 

their business and identify opportunities to collaborate across different work streams.  

Productivity within this framework is defined by two measures: 

 Productivity - how productive people are compared to the standard time for a core 

task. 

 

 

 Utilisation - the proportion of people’s time applied to core task work.  

 

Utilisation  = 
Time spent on core work 

Time in attendance 
 
Active Operations Management provided the foundation to move towards more 

structured workflow planning.  We are now able to: 

 provide transparent, consistent, flexible and accurate reporting 

 produce accurate annual tactical plans that give our Service Delivery teams 

greater visibility and control over their work. 

We have seen productivity gains of over 20% since 2011 allowing us to refocus our 

people on other areas.   

Our medium to long range tactical planning gives us a view of customer demand and, 

taking a customer-centred approach, allows us to address skill and capacity gaps in 

advance.  This supports proactive prioritisation and identifying opportunities to 

improve processes and productivity. 

3.2 Costing our outputs 
We have a robust output costing model that allows us to meet our obligations under 

the Public Finance Act 1989 and New Zealand generally acceptable accounting 

practices. 

The model includes elements of activity-based costing and a simple, one-step 

allocation of overheads.  The main driver is labour hours which are captured through 

a time recording system.  Overhead costs are allocated using simple allocation 

drivers to business processes.   Fully-costed business processes roll-up into our 

outputs. 

The model is integrated with our Finance Management System, our timesheet tool, 

and Active Operations Management processes, and allows us to produce comparable 

year-on-year output costing information.   

Productivity = 
Standard hours of work done 

Hours spent on the work 
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The model tracks activities at a granular level, supports efficiency improvements and 

allows us to estimate the value of productivity savings. 

We are looking to expand this model to include the reporting and forecasting of 

return on investment by customer segment. 

We have used the model to form prototype customer segment and product costing 

models to help us estimate the effort and cost needed to service our customers and 

to deliver tax and social policy products.  This has allowed us to provide insight to the 

business on efficiency opportunities and their measurement. 

The prototypes provide business information and insight.  For example, elements of 

the model support short and long-term allocation of resources to various activities.  It 

can also identify drivers behind changes in our output measures.   

3.4 How we manage our business 
We have a set of management principles to ensure we are making the right decisions. 

 

We will take an enterprise view—every decision needs to be taken 

with the organisational view in mind.  We will continue to be guided 

by our Corporate Strategy. 

 

Sustainability—any decisions need to be affordable in both the short 

and long term. 

 

Transparency—there are a lot of moving parts; we need to be able to 

see the long term financial impacts. 

 

Simplicity—we want to make things easy for the business while 

maintaining quality and meeting requirements. 

 

Supporting cultural change—we are moving to a new way of working 

and need to challenge what has been done in the past and whether 

this enables future ways of working. 

 

Value for money—we need to be clear on the value add for Inland 

Revenue and the system. 
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3.5 We participate in a range of benchmarking surveys 

3.5.1 Benchmarking Administrative and Support Services (BASS) 

BASS provides an annual administrative and support service benchmarking service to 

larger government agencies.  We are looking to run an exercise to benchmark our 

budgets in 2017. 

3.5.2 International Tax Benchmarking Study 

The 2011 international tax benchmarking study built a set of benchmarks across cost, 

quality and timeliness from a selected number of core tax processes.  The purpose of 

benchmarking was to identify leading practice and highlight opportunities. 

3.5.3 International Debt Management Committee Benchmarking 

The Australian Taxation Office, Canada Revenue Agency, UK HM Revenue & Customs, 

New Zealand Inland Revenue and the US Internal Revenue Service have an informal 

working group (the International Debt Management Committee) to share information 

and best practice on debt management. 

The group provides information and analysis on: 

 collectable and total debt as a percentage of collections 

 debt inventory turnover ratio 

 aged debt 

The participants are asked to articulate the reasoning behind their agency’s indicator 

levels and what they believe is driving the observed trends. 

4. We have some examples of good practice in increasing productivity 

4.1 Productivity in support services 
Support services (e.g. finance, HR, procurement, asset management, ICT, facilities 

management, legal) contribute to core productivity, with the costs attributed to the 

cost of core outputs through overhead allocation or activity based costing. 

We have undertaken a number of initiatives to increase productivity across our 

support services including: 

 Work to simplify and standardise support service processes as part of our 

transformation.  We have bought a business process model from the NSW 

Government as a reference for best practice.  Development began in NSW in 2009 

when 160 agencies were amalgamated into nine department clusters.  We will use 

NSW best practice and metrics to prioritise and drive process improvement and 

standardisation.  We are sharing this model so that it can be used as a resource 

to drive productivity in support services across the State sector. 

 We are part of two shared services arrangements to deliver savings. 

1. We have been providing shared transactional finance services and a financial 

system to the Department of Internal Affairs since 2013.  This has saved DIA 

the cost of replacing their finance system. 

2. We have provided support services and technology to the New Zealand 

Productivity Commission since its establishment in 2012.  This was an 

effective way to establish the new agency by leveraging existing services. 
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4.2 Moving more into a digital world 
Delivering Better Public Services within tight financial constraints is one of the 

Government's four priorities.  Inland Revenue will make a significant contribution to 

Better Public Services through our transformation.  Two examples are: 

 Online services for customers to manage their tax and social entitlements.  More 

than 2.5 million customers have an active myIR account and our GST filing 

service was improved in February 2017 as part of Stage 1 of our transformation.  

A total of 79% of GST returns are filed through this service within myIR (up 6% 

on 2016) which saves our customers time and money.  

 Initiatives to reduce paper output.  We set up a Reducing Paper Output project in 

2015 to give customers access to statements, notices and letters electronically.  

eAlerts are used to let customers know that a document is available in their myIR 

account. The documents are stored as PDFs and can be viewed, saved or printed.  

Reducing paper output has been a success with nearly 32,000 fewer reams of 

paper being used each year. 

 We committed to working with third parties to innovate and achieve wider 

government economic and social outcomes.  An example is our work with 

software providers so that tax management is built into business systems rather 

than standalone activity.   

4.3 Our voice channel 
We have improved our voice channel to improve customer experience and increase 

productivity.  Enhancements include: 

 Voice Biometrics – allowing customers to register for VoiceID has removed the 

need to manually identity customers each time they call.  The nearly two million 

customers using this service are now identified by our automated (IVR) phone 

system, and their calls are 20-30 seconds shorter than calls requiring manual 

identification.   

 IVR Self Service (SPK2IR) - a number of high volume queries are able to be 

addressed through our automated self-service system, SPK2IR.  This allows quick 

resolution of simple phone queries, for example balance checks or confirming an 

IRD number, without needing to speak to our Contact Centre.  This allows staff 

members to focus on more complex calls which require direct interaction. 

 Virtual Hold – when wait times are getting high, our voice system can offer 

customers the option to go on virtual hold.  This allows the customer to hang up 

and get on with other things and we automatically call them back when they 

reach the front of the virtual waiting queue.  

 Date Book – similar to Virtual Hold, when wait times are getting high or it is close 

to the Contact Centre closing time, our voice system can offer customers a choice 

of available dates/times over the following days to receive a call back.  This also 

assists us to manage fluctuations in call volumes throughout the day. 

4.4 Analytics and modeling 
Advanced analytics will be a key enabler of Inland Revenue becoming an agile, 

customer-centric, intelligence-led organisation.  It will enable and contribute to a 

broad array of business outcomes and financial and non-financial benefits, including 

improved productivity.  Two examples where analytics and modeling have improved 

productivity are: 
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 Analytics and modeling work within industries.  We use third party information to 

build up a picture of businesses in a particular industry, including geographical 

locations and pricing information.  We are able to compare tax payers in that 

industry in particular locations with similar pricing to better identify and prioritise 

customers whose tax position should be looked at more closely by our 

investigators.  This has improved the accuracy of our investigations case selection 

and has brought about a significant reduction in the number of hours we spend on 

each case. 

 Predictive modeling to target outstanding returns.  We use models to predict the 

values of outstanding returns.  This allows us to identify which customers need 

what intervention and to apply our resources most efficiently.  For example, in 

July 2015 a focus on company (IR4) returns selected 865 companies with 1,272 

returns outstanding.  Modeling estimated the assessment value of these returns 

to be as high as $13.01 million in tax.  Staff contacted the company directors and 

355 overdue returns were filed with a total tax assessment of $15.5 million (or an 

average of $44,000 per return). 

4.5 Debt prevention and management 

4.5.1 Customer-centred approach to managing tax debt and overdue returns 

Our Collections unit began using a customer-centred approach to managing tax debt 

and overdue returns in 2011.  Through developing a deeper understanding of what 

drives customer behaviour and how we could influence decisions instead of taking a 

‘one-size-fits-all’ approach, we have been able to reduce total debt, increase the 

number of people filing on time and reduce the number of people getting into debt.  

This has led to more than $1.5 billion of extra revenue being collected which directly 

contributes to New Zealand's social and economic wellbeing. 

4.6 Automation 

We established an Automation Framework to improve customer services and reduce 

demand for our frontline services.  Our automation solutions focus on reducing 

manual effort and improving the quality and consistency of service delivery in the 

short term, while larger programmes of work focus on medium-to-long term 

developments. 

We work with internal and external technical and business experts to proactively seek 

opportunities for automation and employ a robust decision-making process to 

evaluate options based on a number of cost-benefit factors. 

The solutions are easy to build and deploy, and utilise low-cost, open-source, cross-

platform technologies that have low maintenance overheads. 

Achievements include: 

 more than 260,000 hours (144 FTE) of capacity created over the last two years. 

 reducing manual effort by 73% and increasing the accuracy of court documents 

for individuals, partnerships, and trusts through a Civil Proceedings automated 

task pilot.  By way of an example, manual Statutory Demands previously took 20 

minutes to complete but have now been reduced to 5 minutes. 

4.7 Technology initiatives 
We continue to adopt operational practices and tools that contribute to productivity 

improvements.  Examples include: 
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 Remote working capability.  We are constantly improving the ability of our teams 

to operate anywhere at any time.  Providing our people with laptops/tablets, 

mobile phones and WiFi access enables them to be flexible in their approach to 

their roles leading to a positive impact on productivity.  The benefits of a remote 

working capability have helped us manage the impact of recent earthquakes and 

floods. 

 As-a-Service offerings related to information, storage, mainframe and 

telecommunications.  These offerings improve our internal productivity by 

removing a number of operational obligations like monitoring, maintenance and 

administration. 

5. We see culture as an enabler of greater productivity 

5.1 Workforce management 
We are moving towards capability-based workforce management which focuses on 

creating the conditions for, and supporting our people to be, constantly evolving in 

line with demands.  This is expected to come with the following benefits: 

 a highly capable workforce with our people working as effectively for outcomes as 

possible, generating efficiencies in process as well as innovation 

 consistently high satisfaction with IR as a place to work, and reduced turnover,  

as our people love working at Inland Revenue because they have the chance to 

do valuable, interesting and different  work 

 less need for restructures and re-organisations because our people are more 

adaptable 

Measurement is not easy but we can measure some aspects, for example: 

 gaps between the required/expected and actual capability levels of our workforce 

(both statically and changes over time) 

 devolution of decision making 

 customer outcomes from initial interactions, i.e. first contact and next issue 

resolution 

 time to market for ideas/changes (as a proxy for effective and collaboratively 

working together) 

 engagement and performance of the workforce 

 learning evaluations 

 turnover/retention 

 leave (e.g. annual, sick and dependent leave) and attendance 

5.2 Continuous improvement 
An area of strategic importance for Inland Revenue has been building a continuous 

improvement capability.  There are three key interlinked areas of focus within the 

continuous improvement system, each crucial to the effectiveness and sustainability 

of an authentic improvement culture.  These are: 

 leadership thinking and behaviours that create and foster continuous 

improvement 
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 management systems to highlight, understand, and deliver business performance.  

Operations Management is an example of this 

 the tools and technical capability to solve problems 

By lifting continuous improvement capability, we have positioned ourselves for our 

future ways of working, and to deliver increased productivity and value to customers, 

through day-to-day and larger scale improvements. 

6. We see opportunities and a few barriers 

6.1 The rules we have to follow and the frameworks we use may wrongly be 

viewed as a barrier 
 

The rules the public sector has to follow and the frameworks we use, for example, the 

Public Finance Act 1989, can be seen as barrier. However, it is often our ability to use 

the full suite of tools available that can hold us back, or an incorrect interpretation of 

what the rules allow – we may think that we cannot do things to become more 

productive, when this is not the case.  If we only use some of the tools we will not 

get the complete benefit. 

 Inland Revenue is moving to a new organisational design developed on the principle 

of putting the customer at the centre.  As shown below, we will move to a more 

networked organisation, from functions and silos to customer segments and services.  

We will move from fixed models and tasks to people being able to work more flexibly 

in adaptive operating models. 

 

 

We are seeking to move to a multi-category appropriation to give us the flexibility we 

need to provide customer centric services.  As we become more agile and responsive, 

the way we function will become less transactional and more intelligence-led.  A 
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multi-category appropriation will complement these changes and enable us to 

maintain our delivery of services and our performance by allowing us to use our 

resources as and where needed to achieve our overall outcomes and transform 

successfully. 

Being supported to understand and use flexibility, and being prepared to invest in 

making changes such as moving to multi-category appropriations is an opportunity 

for agencies to become more productive while still meeting requirements 

6.2 Inland Revenue’s Business Transformation programme – an opportunity 
Our business transformation is about re-shaping the way we work with customers. 

Transformation will simplify how services are delivered, by changing how customers 

interact with a digitally-based revenue system, simplifying policies, and making 

better use of data and intelligence to better understand customers.  We will facilitate 

compliance by moving interactions to the front end so customers get it “right from 

the start”: a new compliance approach. 

A new operating model and new systems will be the catalysts for these changes, and 

provide the platform for modernising New Zealand’s revenue system. 

At the end of the programme, Inland Revenue will be more agile, effective and 

efficient, enable customers to self-manage with speed and certainty, enable 

government to make timely policy changes, and work with other agencies to optimise 

interaction across government.  We will be approximately 25%-30% smaller than 

today. This will be a result of reductions in: 

 much of the manual processing done today due to more accurate and timely 

provision of information, digital uptake and automated processing 

 the number of customer contacts due to self-management and proactive, tailored 

assistance 

 the volume of debt collection work due to fewer customers going into debt 

brought about by making it easier for customers to get it right 

 the level of audit staff required due to the use of analytics to automatically screen 

and select taxpayers for investigations 

 the number of technology staff required due to the new commercial-off-the shelf 

(COTS) technology platform being simpler to maintain and to change; and 

 support functions and overhead costs to reflect the smaller size of the 

organisation, for example, office accommodation 

6.3 Technology – an opportunity and a barrier 
Technology can contribute to greater productivity, be an enabler of better 

measurement and a cause of complexity. 

Inland Revenue’s current output costing model was developed at a time when a high 

portion of services involved manual effort and interaction through traditional channels 

such as phones, counter and correspondence.  As we move to an increasingly digital 

future, the current model will become less fit-for-purpose. 

New technologies will offer opportunities to improve our costing model and reduce 

the effort required to run it. 

As we move from a labour intensive organisation to a more capital intensive 

organisation, this creates issues with overhead allocation. It is often difficult to define 
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activity drivers that apportion technology costs to outputs (i.e. outputs often share 

technology such as hardware, applications, security and communications). This can 

reduce the accuracy of functional, segment and product costing and affect the quality 

of productivity analysis. 

6.4 Enterprise view of benefits – an opportunity 
Steve Jenner, an expert in benefit realisation management, has said that 

“Organisations are 40% more likely to succeed in meeting their project and business 

goals if they have high maturity in benefits management.” 

Up until recently, Inland Revenue’s benefits management and reporting has been 

focused on our enterprise level programmes and projects.  We have not had an 

integrated view of benefits and projects and business groups have applied different 

approaches to benefit management.   

We aim to have the benefits of all of our programmes, large and small projects, 

continuous improvement activities and significant business unit initiatives visible, with 

transparent assumptions.  This will help us to make more informed enterprise-level 

investment decisions based on the impacts on customer experience and on our 

performance. 

6.5 Working across the public sector – an opportunity 
There is significant potential to improve productivity across the public sector.  

Examples include: 

 Gaining productivity within and across our regulatory systems.  This requires work 

across agencies to agree outcomes and prioritise change initiatives and outputs.  

This is key with shared products and customers where policy and operational 

settings are still focused on individual agency needs and not the customer’s.  This 

results in inefficiencies in the agencies and for our customers.  

 Building services around customers and their life events.  We need to collectively 

agree priorities and funding across agencies, including how we build re-useable 

system capabilities and framework.  Inland Revenue’s voice biometrics is an 

example of an under-utilised resource which could be used more widely with 

customer consent. 

 Enabling agencies to share staff.  Inland Revenue and StudyLink have different 

peaks so Inland Revenue has shared staff to help cover StudyLink’s peak and vice 

versa.  This is an example of capability and resources being across Government to 

raise productivity. 

 Preventing and managing debt.  The Government’s national strategy to raise 

financial capability is important to helping people make improved financial 

decisions.  Using behavioural insights, and analytics agencies could work together 

to prevent and manage debt, and improve financial stability which can be a 

barrier to productivity. 

 Sharing information.  There are significant productivity gains to be had across 

Government from extracting greater value from the information held, including 

sharing information to avoid duplication of effort, improved targeting of 

interventions and reduced time and effort for customers who, at times, need to 

provide the same information to different agencies.  For example, we have an 

Approved Information Sharing Agreement with the Department of Internal Affairs 

(DIA) whereby the DIA is able to share passport information with us on child 
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support debtors and student loan defaulters.  In 2015-16 this information helped 

us to contact 4,553 debtors and collect more than $7.4 million of student loan 

payments and $493,000 of child support. 

 Working with others to support economic and social wellbeing.  This includes third 

party delivery of processes where it is more efficient, for example: 

• the application for an IR number through DIA or Immigration 

• working with Xero and other providers to prevent re-work at Inland Revenue 

Our Business Transformation programme with its progressive releases is helping 

our customers to get it right by prepopulating data and reducing rework at Inland 

Revenue by including validation so that only “correct” information is accepted. 


