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Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the 
Official Information Act, as applicable: 

 

[1] to prevent prejudice to the security or defence of New Zealand or the 
international relations of the government 6(a) 

[4] to prevent prejudice to the maintenance of the law, including the prevention, 
investigation, and detection of offences, and the right to a fair trial 6(c) 

[11] 
to damage seriously the economy of New Zealand by disclosing prematurely 
decisions to change or continue government economic or financial policies 
relating to the entering into of overseas trade agreements. 

6(e)(vi) 

[23] to protect the privacy of natural persons, including deceased people 9(2)(a) 

[25] to protect  the commercial position of the person who supplied the information 
or who is the subject of the information 9(2)(b)(ii) 

[26] 
to prevent prejudice to the supply of similar information, or information from the 
same source, and it is in the public interest that such information should 
continue to be supplied 

9(2)(ba)(i) 

[27] 

to protect information which is subject to an obligation of confidence or which 
any person has been or could be compelled to provide under the authority of 
any enactment, where the making available of the information - would be likely 
otherwise to damage the public interest 

9(2)(ba)(ii) 

29] to avoid prejudice to the substantial economic interests of New Zealand 9(2)(d) 

[31] to maintain the current constitutional conventions protecting collective and 
individual ministerial responsibility 9(2)(f)(ii) 

[33] to maintain the current constitutional conventions protecting the confidentiality 
of advice tendered by ministers and officials 9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank 
expression of opinions 9(2)(g)(i) 

[36] to maintain legal professional privilege 9(2)(h) 

[37] to enable the Crown to carry out commercial activities without disadvantages or 
prejudice 9(2)(i) 

[38] to enable the Crown to negotiate without disadvantage or prejudice 9(2)(j) 

[39] to prevent the disclosure of official information for improper gain or improper 
advantage 9(2)(k) 

[s18(c)(i)] that the making available of the information requested would be contrary to the 
provisions of a specified enactment  

[40] Not in scope   
 

Where information has been withheld, a numbered reference to the applicable section of the Official 
Information Act has been made, as listed above. For example, a [23] appearing where information has 
been withheld in a release document refers to section 9(2)(a). 

In preparing this Information Release, the Treasury has considered the public interest considerations in 
section 9(1) and section 18 of the Official Information Act. 
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Reference: T2015/2749 BM-2-2-2016 
 
 
Date: 20 November 2015 
 
 
To: Minister of Finance (Hon Bill English) 
 
 
Aide Memoire: Managing baselines: update 

Please find herewith the following: 
 
• The latest draft of the Cabinet paper on fiscal management and cost pressures, 

as a contextual piece ahead of Budget 16.  This is due for discussion at SEC on 
Wednesday, 2 December (the deadline for submission is 10am next Thursday, 
26 November).  We will update the numbers and charts next week but the 
changes should be fairly minor and the overall story will not change as a result.  

 
• Some rough scenarios on different cost-pressure funding scenarios, which you 

requested at Fiscal Issues this week.  These should be treated as indicative.  
They haven’t been thoroughly checked.     

 
General approach 
 
The likely structure of the Cabinet paper was signalled to other Ministers some time 
ago.  The paper outlines recent expenditure trends; explains the fiscal management 
approach and how this applies to different Votes (including exceptions); summarises 
cost-pressure information submitted as part of the four-year plan process; and includes 
a general discussion about trade-off and choices within sectors.   
 
As discussed at Fiscal Issues this week, there are some practical differences between 
the funding arrangements that apply to different sectors.  Some Ministers have 
questioned this, as well as the size and timing of the funding signal for DHBs.  The 
draft paper attempts to explain the reasons for the current arrangements, but is unlikely 
to satisfy everyone.  
 
Scenarios 
 
As requested we have provided some scenarios to give an indication of what 
“formulaic” funding arrangements might look like (volumes-only, volumes & wages, 
etc.). Note that cost pressures are compounding each year.  So, for example, new 
funding in Budget 18 would be the amount by which cost pressures had increased 
since 2017 (assuming they had in fact been funded in Budget 17).   
 
These scenarios should be treated with caution, partly because they have been put 
together very quickly, but also because they simply reflect how individual agencies 
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presented their cost pressures in their four-year plan submissions.  We have had very 
little time to check the robustness of the assumptions.  We are also aware that 
agencies have presented their cost pressures in different ways.  For example, 
Corrections is facing material volume pressures through an increased prison muster, 
but has expressed its pressures mainly in terms of the overspill into other (policy-
related) activities. 
 
The main conclusion we draw from the scenarios is that a general shift towards 
managing all volume, price and wage pressures centrally through quasi-automatic 
funding adjustments (as some sectors would like) is not feasible for the time being.  
Scenario 5 (with bespoke funding arrangements for particular sectors) would be our 
best guess of where we might end up in May. 
 
Key choices 
 
At the moment, the Cabinet paper is drafted on the basis that there will be no change 
to the core fiscal management approach.  We think the key choices at this stage are 
probably as follows: 
 
• How much to ear-mark for health cost pressures (around $300-$400 million), and 

what  if anything to signal to district health boards (DHBs) before Christmas. 
 
• 

 
• How cost pressures in the Justice Sector are managed if the Justice Sector Fund 

is no longer available for these. 
 
As noted at Fiscal Issues, the draft Cabinet paper includes a recommendation that 
ACC report on its cost pressures for Budget 17.  We’ve received but not yet 
incorporated comments from ACC and MBIE on the draft text, and discussions with 
ACC about the implication of this approach are on-going.  For the time being, we have 
square-bracketed the relevant text.   
 
Assessment of pressures 
 
You asked for our judgement about the extent to which particular sectors are really 
under pressure.  Focusing on the larger Votes: 
 
• Health .  The Minister of Health has signalled cost 

pressures of $422 million.  We think an annual funding increase of around $300 
million for DHBs is probably inevitable, with some additional cost-pressure 
funding (<$50 million) for the rest of the sector.  

 
• Education.  The net impact of MBU and OBU adjustments for 2015 will be about 

$400 million over four years ($88 million in 2016/17; and around $155 million 

[33]

[38]
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from 2019/20).  Under existing arrangements, this would be counted against the 
social sector Budget allocation.  A decision to exclude some or all of these 
adjustments from the operating allowance would have a negative impact on 
OBEGAL. Additional volume pressure for Education comes from the impact of the 
expansionary capital pressures and will be subject to scaling through the Budget 
process. 

 
• Social Development.  There is limited flexibility for CYF to manage volume, price 

and policy pressures ($33 million in 2015/16, excludes wages) within baseline, 
although some small efficiencies may be possible.  Wage pressures across MSD 

in 2015/ 16, rising to in 2019/20, i ncluding service delivery 
and CYF; around 10,000 staff) will require some new funding or difficult choices.  
Other cost pressures across MSD in 2015/16) wil l be difficult to 
avoid.  The Simplification programme is the main avenue for savings 

.  At this stage, only gged for is ta  offsetting cost pressures 
 is needed t o repay the original investment, and ha s 

been tagged for reinvesting to achieve outcomes).  
 
• Justice.  There are a number of pressures in the Justice Sector that we consider 

will require new funding in Budget 16.  This includes Police wage pressures, 
where operational flexibility to find offsetting savings is constrained.  Corrections 
is facing significant volume and wage pressure which we think it will struggle to 
manage within baselines.  There may be policy options around the legal aid 
budget if Ministers want to take them. 

 
• New Zealand Defence Force (NZDF). The NZDF is signalling rising cost 

pressures over the next four years, in line with the Defence Mid-Point 
Rebalancing Review (DMRR) framework.  

  There are options for scaling and slowing the DMRR growth, which we 
will work through as part of the Budget process.  A more significant reduction of 
projected expenditure growth would require a reconsideration of policy settings. 

 
 
 
 
 
 
John Marney, Principal Advisor, Health, 04 917 6151 
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