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Commercial In Confidence 

Office of the Minister for Digitising Government 

Office of the Minister for the Public Service 

Cabinet Economic Policy Committee 

 

Driving Down the Cost of Digital in Government – Implementation  

Proposal 

1 This paper reports back to Cabinet on next steps to implement a more centralised and 
coordinated approach to government information and communications technology 
(ICT) investment, procurement and delivery that will reduce cost and improve digital 
services to New Zealanders. To drive delivery, I am seeking Cabinet agreement to: 
1.1 Establish a Functional Chief Executive, under the Public Service Act, to lead a 

new Government Digital Delivery Agency, established as a delivery unit 
within the Public Service Commission; and 

1.2 Transfer the Digitising Government functions currently located in the 
Department of Internal Affairs under the Government Chief Digital Officer 
(GCDO) to the Public Service Commission.  

Relation to Government Priorities  

2 This smarter approach to government ICT spending supports the Government’s 
priorities to get the government’s books back in order, restore fiscal discipline, 
strengthen the efficiency and performance of the public service and public service 
delivery, lift productivity, and drive sustainable economic growth.  

Executive Summary 

3 Following decisions in August, Cabinet invited me to report back on next steps to 
progress a new, more centralised approach to government digital investment and 
procurement, led by the GCDO and delivered with the support of agencies [CAB-25-
MIN-0286]. This paper provides a three-year work programme with deliverables and 
targets, principles and an implementation plan for streamlining digital investment and 
procurement. 

4 The work programme is underpinned by an initial Digital Government Target State 
that sets the direction for improved, joined-up government digital services and a 
smaller, simplified government digital footprint that will drive down cost. Key 
deliverables include a Government App to provide a customer-centric front door to 
government digital services and the operationalisation of three new joined-up services 
that will serve as flagships for AI-enabled access to information and services, reduced 
administrative burden for customers and service integration with trusted third parties. 

5 Over a ten-year period, work toward the Target State is forecast to deliver savings 
between $3.7 and $5.9 billion. It will permanently reduce the size of government’s 
digital footprint and the resources needed to maintain it. It will drive economic growth 
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and productivity by delivering customer-centric services that save New Zealanders 
time and provide opportunities for private sector involvement and innovation.  

6 Key to realising the full projected savings and return on investment is establishing 
logical groupings (clusters) of agencies that share different categories of ICT 
platforms and systems, rather than each having their own. I am seeking Cabinet’s 
endorsement of the Target State, including the progressive establishment of these 
clusters. 

7 The GCDO is working with Central Agencies to ensure the new approach to digital 
investment and procurement is planned and implemented in a robust, phased manner. 
By June 2028, I expect ten agency digital clusters to be underway; a 15 per cent 
reduction in government’s investment intentions pipeline;1 four million digital 
identity credentials issued; and two million downloads of the Government App. 

8 To achieve the Target State new system governance arrangements, accountabilities, 
and capability shifts will be required. To that end, I propose the digital work 
programme be supported by the GCDO’s functions moving to the Public Service 
Commission (with the exception of digital identity) to be led by a new Functional 
Chief Executive (FCE): Digital Government and a Government Digital Delivery 
Agency within the Commission.  The new FCE would also be the GCDO. This shift 
aligns with the increased centralisation of the work programme. 

Background 

9 In August 2025, Cabinet agreed to a new, more centralised approach to government 
digital investment and procurement, led by the GCDO. The GCDO will lead decision 
making and oversight for government digital investment and procurement in order to 
drive down the cost of digital in government and deliver improved, more joined up 
government digital services.  

10 Cabinet invited me to report back in December 2025 with next steps to progress this 
new direction. These next steps are underpinned by an initial Digital Government 
Target State.  

11 Cabinet also requested that the Public Service Commission and the Secretary of the 
Department of Prime Minister and Cabinet report to me on options for positioning the 
GCDO function and any capability changes required to ensure it is best placed to meet 
Government ambitions.  This paper sets out my resulting proposals. 

A Target State to Drive Down the Cost of Digital in Government 

12 The initial Target State sets the direction of travel for government’s digital service 
delivery and digital footprint, with agencies required to align their approaches towards 
it. The accompanying three-year work programme, principles and implementation 
plan will drive progress towards the incremental realisation of the Target State. Key 
outcomes of the Target State are outlined below and in Appendix One. 

 

 

 
1 Baselined against the 2024 investment intentions of $13 billion, to be achieved through alignment of agency 
intentions towards the Digital Government Target State and agency digital clustering. 
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Transparency, accountability, and human oversight of decision-making will remain 
firmly in place. 

The Potential Savings, Return on Investment and Benefits are Immense 

16 The GCDO has modelled the potential savings that the Target State can deliver. By 
year three, the GCDO forecasts potential savings between $200 and $330 million. By 
the end of year seven, these forecast cumulative savings rise to between $2.3 and $3.7 
billion, rising to between $3.7 and $5.9 billion by the end of year ten. 

17 These initial and ongoing savings will arise from a combination of avoided costs from 
reducing planned expenditure, reducing spend on currently funded projects, increased 
economies of scale in contracts, and lower operational and service overheads due to 
having fewer systems to maintain and rationalising ICT functions. Savings in the first 
three years are expected to arise mostly from avoided costs. 

18 The savings that can be achieved are enduring because we will permanently reduce 
the size of government’s digital footprint and the resources needed to maintain it. The 
initial savings and avoided costs will be determined by the speed at which digital 
clusters are implemented, which needs to be balanced against the capacity of the 
system to implement significant change. The ramping up of savings over time reflects 
the work required to analyse, plan and consolidate across digital categories in phases. 

19 Without agency digital clusters, the full projected savings and return on investment 
cannot be achieved. These clusters will also be a critical foundation for the Public 
Service Commissioner’s work to simplify and streamline the Public Service and 
establish new ways of working. 

20 Implementing the Target State will free up people’s time, boost productivity and 
increase customer satisfaction through improving service quality, as well as help drive 
economic growth. Other jurisdictions’ experiences indicate that the wider economic 
benefits of investing in central capabilities like credentials, payments and data 
exchange) are up to 2 per cent of GDP, offering considerable return on investment. 

21 I seek Cabinet’s endorsement of the Target State, including noting agency digital 
clusters as a key component for success. I will then direct the GCDO to develop and 
maintain a rolling 5-year Target State that sets the ongoing direction of travel. I 
expect the GCDO and Public Service Commission (PSC) to lead work on directing 
the establishment of agency digital clusters. The GCDO will provide initial advice to 
the Ministers for the Public Service, for Digitising Government and of Finance on 
agency clusters in March 2026. The GCDO and Central Agencies will work together 
to drive agency implementation of clusters. 

A Three-year Work Programme with Deliverables, Targets and Principles 

22 Realising the Target State will require an ongoing programme of work, and the Target 
State will continue to evolve as technologies change and new opportunities emerge. 
The GCDO has developed a three-year work programme supported by deliverables 
and targets to ensure the foundations are in place as soon as possible. 

23 I expect agencies and the GCDO to make early strides within current baselines to 
demonstrate the benefit of this new direction. The GCDO is already providing clear 
direction to agencies on current investment cases and aligning these investments 
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Population Implications 

52 Standardising and streamlining government’s technology footprint offers the 
opportunity to embed digital accessibility at scale. I expect agencies to continue to 
provide services through traditional means to ensure that groups with limited access to 
technology can continue to access government services. 

Human Rights 

53 This paper does not have any direct implications for human rights. 

Use of External Resources 

54 Additional capacity and capability were used to provide independent input, expertise 
and assurance and help meet required timelines. PwC and Deloitte provided pro bono 
support for the development of the Target State. Deloitte provided paid support for the 
development and assurance of the implementation plan. Three contractors provided 
programme, procurement and communications support across the work programme 
underpinning this Cabinet paper.  

Consultation 

55 A wide range of Public Service agencies and Crown entities were involved in the 
development of the Target State and work programme. All members of the Public 
Service Leadership Team were consulted on this Cabinet paper. The machinery of 
government proposals have been discussed with relevant chief executives. 

Communications 

56 Subject to Cabinet’s agreement I propose to make announcements shortly after 
decisions are made on this paper. Affected staff will be advised before a public 
announcement is made. 

Proactive Release 

57 I intend to proactively release this paper, subject to any redactions that may be 
warranted in line with the Official Information Act 1982, within 30 business days of 
decisions being taken. 

Recommendations 

The Minister for Digitising Government and the Public Service recommends that the 
Committee: 

1 endorse the initial Digital Government Target State developed by the GCDO, noting 
that the Target State will consolidate and better connect government’s digital footprint 
to reduce costs and enable the delivery of modern, joined-up, digital services; and that 
grouping agencies into efficient digital clusters is key to realising the immense 
potential savings detailed in this paper; 

2 note that agencies will be required to adhere to the principles for digital investment 
and procurement included in this paper; 

3 note that the GCDO will monitor and report agency alignment to the Digital 
Government Target State and progress on the 3-year targets and deliverables; 
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12.5 leading and developing digital capability across the public service, 

12.6 overseeing and delivering some digital system assets on behalf of agencies. 

13 note that the Public Service Commissioner will establish a dedicated unit – the 
Government Digital Delivery Agency – to support the Functional Chief Executive; 

14 note that the Public Service Commissioner will designate the Functional Chief 
Executive: Digital Government as the GCDO; 

15 agree that the Digital Executive Board be disestablished; 

16 invite the Minister for the Public Service to issue drafting instructions to the 
Parliamentary Counsel Office for Orders-in-Council to establish a new Functional 
Chief Executive: Digital Government and to disestablish the Digital Executive Board 
with effect from 1 April 2026; 

17 agree that funding for the GCDO’s functions (Vote Internal Affairs: Government 
Digital Services Multi-Category Appropriation) transfer from the Department of 
Internal Affairs to the Public Service Commission, with details of this transfer, and 
any necessary new appropriation, to be agreed between the Minister for the Public 
Service, the Minister for Digitising Government and the Minister of Finance; 

18 agree that any departmental underspends from Vote Public Service and Vote Internal 
Affairs from 2025/26 be able to be transferred to 2026/27 to meet the change 
management costs that may flow into 2026/27, with the final amounts agreed by the 
Minister for the Public Service, the Minister for Digitising Government and the 
Minister of Finance. 

 

Authorised for lodgement 

Hon Judith Collins KC 

Minister for Digitising Government 

Minister for the Public Service 
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C O M M E R C I A L  :  S T A F F  :  S E N S I T I V E
ECO-25-MIN-0217

6 noted that the Minister for Digitising Government and the Minister of Finance will seek 
Cabinet approval in early 2026 to a proposed whole-of-government direction under the 
Crown Entities Act 2004 and to undertake formal consultation with affected entities;

7 noted that the GCDO, Government Chief Data Steward (within Statistics NZ) and the 
Social Investment Agency will shortly report to the Minister for the Public Service, Minister
for Digitising Government, Minister of Statistics and Minister for Social Investment on the 
demarcations between their respective data mandates, and that this thinking has been aligned
with the Digital Government Target State and implementation plan for centralising digital 
investment and procurement;

8 noted that the GCDO will provide advice to the Minister of Finance, Minister for the Public 
Service and Minister for Digitising Government on clusters by March 2026, including 
transition and governance arrangements;

Machinery of government change

9 noted that in August 2025, ECO directed the Public Service Commission and the 
Department of the Prime Minister and Cabinet to report to Ministers on options for 
positioning the GCDO function and any capability changes required to ensure it is best 
placed to meet Government ambitions [ECO-25-MIN-0132];

10 agreed that changes are needed to optimally position the Government’s ambitious Digitising
Government work programme, and that the current GCDO functions associated with 
delivering the Government’s new Target State work programme be moved to the Public 
Service Commission;

11 agreed that a new position – Functional Chief Executive: Digital Government – be 
established for five years and be hosted by the Public Service Commission;

12 agreed that the functions of the Functional Chief Executive: Digital Government be:

12.1 leadership of the overall strategy, direction and standards for government's digital 
modernisation and digital service delivery;

12.2 leading digital investment and procurement decision making on behalf of most 
Public Service agencies and Crown Entities;

12.3 acting as the Chief Technology Officer for government;

12.4 establishing and managing All-of-Government ICT common capabilities and 
services;

12.5 leading and developing digital capability across the Public Service;

12.6 overseeing and delivering some digital system assets on behalf of agencies;

13 noted that the Public Service Commissioner will establish a dedicated unit – the 
Government Digital Delivery Agency – to support the Functional Chief Executive: Digital 
Government;

14 noted that the Public Service Commissioner will designate the Functional Chief Executive: 
Digital Government as the GCDO;

15 agreed that the Digital Executive Board be disestablished;
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