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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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Treasury Report:  Vote Social Development Budget Initiatives 2016/17 

Date: 17 March 2016 Report No: T2016/284 

File Number: SH-11-2-7-2-27 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Bill English) 

Read the content of this report 
ahead of the bilateral meeting 

8.30am Monday 21 March 2016

Associate Minister of Finance 

(Hon Steven Joyce) 

Read the content of this report 
ahead of the bilateral meeting 

8.30am Monday 21 March 2016

Associate Minister of Finance 

(Hon Paula Bennett) 

Read the content of this report 
ahead of the bilateral meeting 

8.30am Monday 21 March 2016

Minister for Social Development 

(Hon Anne Tolley) 

Read the content of this report 
ahead of the bilateral meeting 

8.30am Monday 21 March 2016

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

N/A  



Hayden Fenwick Acting Manager, Labour 
Market & Welfare 

04 917 6969 (wk) 021 704 771  

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 
 
Note any 
feedback on 
the quality of 
the report 

 

 
Enclosure: Yes (attached)   
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Treasury Report: Vote Social Development Budget Initiatives 2016/17 

Executive Summary 

On Monday 21 March at 8.30am you are meeting together to discuss the Vote Social 
Development initiatives for Budget 2016. This report sets out the Treasury’s advice on those 
initiatives, and also includes comments from the Ministry of Social Development (MSD). 

MSD is facing significant cost pressures over the forecast period, particularly in Child, Youth 
and Family (CYF). Treasury recommends funding a large proportion of the immediate CYF 
cost pressures, in order to ensure that CYF is able to operate as a stand-alone entity. 
Treasury recommends that the remaining cost pressures (mostly wages) be funded from 
baselines in the short-term, and be re-considered in future Budgets as the collective 
agreements come up for negotiation. 
 
The largest component of the remaining Social Development Budget package is the new 
investment in CYF  over four years). Treasury recommends setting funding 
aside in contingency to cover the initial decisions that could be taken ahead of Budget 2017, 
and deferring remaining decisions until the detailed design has been progressed. 
 
Other key new initiatives include achieving Better Public Services Result 1, funding for 
specialist sexual violence services and extending the Youth Service to 18 and 19 year olds. 
Treasury advice on each of these is set out in the report, and the attached A3.  

Recommended Action 

We recommend that you: 
 
a read the content of this report ahead of the meeting at 8.30am Monday 21 March, and 
 
b discuss the options and trade-offs for scaling and phasing the Vote Social 

Development initiatives for Budget 2016. 
 
 
 
 
 
 
Hayden Fenwick 
Acting Manager, Labour Market & Welfare 
 
 
 
 
 
 
Hon Bill English  
Minister of Finance 
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Treasury Report: Vote Social Development Budget Initiatives 2016/17 

Purpose of Report 

1. This report sets out the Treasury’s assessment of the Vote Social Development 
operating and capital Budget initiatives, excluding Social Housing. We have set out our 
recommendations on cost pressures and new initiatives, and highlighted the main 
choices that are available. The Ministry of Social Development’s position is 
summarised throughout the report.  

Vote Social Development and Cost Pressures 

2. Excluding Benefits or Other Related Expenses (BoREs), Income Related Rent and 
debt write-downs, the Vote Social Development baseline is $1.8 billion.  

 
3. As illustrated in the chart below, this baseline drops by around $116 million between 

2015/16 to 2016/17.  This is due to a combination of time-limited funding, the operating 
investment for Simplification, and front-loaded costs for resolving historic claims.   

 
4. 

 

 
 
5. The table below breaks down the total cost pressures facing MSD across the forecast 

period. In 2016/17,

                                                
1 Excluding changes to legislation as part of the Vulnerable Children Act, which are now being factored into the response to the 
Expert Advisory Panel’s report on CYF. 
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Table 1 Breakdown of operating cost pressures 

Cost pressures ($m) 2016/17 2017/18 2018/19 2019/20 4 year 
total

6. Overall these cost pressures are not unexpected, and we think that MSD has limited 
ability to absorb them without real trade-offs. MSD has been forecasting the wage 
pressures in particular for a number of years, and demand pressure in CYF has been 
growing since 2013/14. The immediate cost pressures are so much larger this year 
primarily because of additional and compounding pressures facing CYF, and one-off 
funding through Budget 2015.  

  
7. MSD has managed to absorb significant cost pressures over the last decade. Since 

2003 MSD has absorbed all remuneration pressures, the $25 million efficiency dividend 
and a number of other new policy or cost pressures (e.g., part of the costs of the 
security review). Restructures in 2008/09 and 2011/12, as well as the Value for Money 
programme have helped to manage those pressures internally, but the recent choices 
and trade-offs that MSD has taken to absorb its pressures since then have not always 
been transparent. The transparency is improving again, and MSD is in a much stronger 
position to articulate its cost drivers, particularly for CYF.   

Treasury recommendations on cost pressures 

8. This section sets out Treasury’s recommendations for cost pressures, reflecting what 
we think is the ‘minimum’ package. The initiatives are also set out line-by-line in the 
attached A3, with both Treasury and MSD comments.  
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Treasury Recommended Cost Pressures Package 

Initiative ($ million) 2016/17 2017/18 2018/19 2019/20 4 year 
total

Child, Youth and Family cost pressures 35.4 36.1 36.7 36.7 144.9

Remuneration cost pressures - - - - -

Health, Safety and Security pressures 11.7 8.1 1.5 1.5 22.7

Total Treasury recommended cost 
pressures 47.1 44.1 38.2 38.2 167.6

 
Child, Youth and Family cost pressures - 9261 

9. CYF is currently facing significant cost pressures. These have built up over a number 
of years and have, until now, largely been funded through cross-subsidisation by the 
rest of MSD plus some time-limited funding. CYF’s ability to articulate the cost drivers 
in its business, and the pressures it faces, has improved significantly since Budget 
2015. 

 
10. Treasury recommends funding most of CYF’s cost pressures so that it is in a 

reasonable position if a new agency is established. We support: 
 

• continuing $8 million of time-limited funding through Budget 2015 
 
• $11.4 million that is currently being funded centrally by MSD, which is reflected in 

our advice on other MSD cost pressures 
 
• $7.8 million of the  currently being funded by CYF because these are 

not sustainable (e.g. holding vacancies) 
 
• $7.2 million for the 2016/17 wage pressure, and 
 
• $1 million, rising to $2.3 million for forecast demand. 

 
11. Ministers could choose to scale down this proposed funding.  However, as there is very 

limited opportunity for reprioritisation in the short term, any investment in the new 
operating model would then likely be diverted to offset immediate cost pressures in the 
first instance.   Funding CYF cost pressures would leave MSD as a whole better placed 
to meet its remaining cost pressures, and this is reflected in our advice on those 
initiatives.  

 
What this doesn’t include 

12. Treasury recommends not funding a small amount of programme spend that was 
scaled back in the current year to manage cost pressures
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Remuneration cost pressures - 9192 

13. 

MSD will no longer 
need to cross-subsidise the CYF pressures if they are funded, and so will be in a 
stronger position to manage its remaining cost pressures.  

 
Health, Safety and Security cost pressures - 9055 

14. We recommend funding the Health, Safety and Security pressures for 2 years at a 
similar level to Budget 2015, on the basis that once the physical upgrades have been 
completed MSD will be in a better position to reassess the ongoing need for additional 
security.  

 
The impact on Vote Social Development of the Treasury cost pressure package 

15. The above recommendations would mean that in 2016/17 MSD will face total cost 
pressures of $33.2 million, which can be partially offset by in savings from 
Simplification. This would still be a challenge for MSD, but could be managed by 
continuing to use some existing savings avenues (e.g. $5 million that was found to fund 
the remaining additional security pressure, and $4.5 million that was found to 
implement the Youth Service Extension). 

 

[33] [33]
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MSD Comment: 
 
Child, Youth and Family 
A cost pressures package of $145m over four years for CYF is a significant increase on 
previous budgets and would mean that CYF would be reasonably well placed to deliver their 
current services in the future. 

MSD will not be in a position to centrally fund any CYF costs in 2016/17. 

The overall strategy is to fund the minimum necessary to keep the current CYF model 
operating until transitioning to the new entity. 

The savings identification exercises that have been conducted in 2015/16 have identified 
approximately $4.2m of ongoing savings. (The remaining savings that have been found are 
in areas such as leave and holding vacancies and as such are not sustainable). 

 

Other Initiatives that are recommended to be ‘funded from baselines’ 
Treasury are currently recommending that the following initiatives are funded from 
baselines: 

3. Family Violence Response Co-ordination 

[33]
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Treasury recommendations on new initiatives 

16. This section sets out the Treasury’s recommendations for new initiatives, and highlights 
the main choices and trade-offs that are available.  

 
 

Initiative ($ million) 2016/17 2017/18 2018/19 2019/20 4 year 
total

Transformation programme 17.5* 17.0 - - 34.5

Investing in Children and their Families 19.0 27.0 40.0 49.0 135.0

Achieving Better Public Services Result 1 11.7 11.6 11.6 3.5 38.3

Funding specialist sexual violence services 6.3 8.2 12.7 12.4 39.6

Extending Youth Service to 18-19 year olds 7.3 4.9 4.7 4.7 21.6

Community Finance scale up from pilot 0.8 1.2 1.1 1.1 4.2

Additional investment in MSD capital2 1.1 2.8 3.4 3.4 10.6

Scaling up Enabling Good Lives - - - - -

Enhancements to Funeral Grants - - - - -

Family Violence Response Coordination - - - - -

Analytics for Outcomes - - - - -

Children’s Action Plan  - - - - -

Total recommended new initiatives 

Total including cost pressures 
*includes $3 million for 2015/16 

 
17. In Treasury’s view, the main choices for Ministers in regards to the scale of this 

package are: 
 

• shifting the scale and phasing of new funding for the CYF transformation at 
Budget 2016 

 
• the extent to which the current and extended Youth Service is re-targeted at 

those most at risk, and 
 
• the level and mix of other new initiatives, particularly around BPS 1, sexual 

violence services, and Enabling Good Lives. 
 

 
 
 

                                                
2 Operating component; capital is $12 million over 2 years 
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CYF Transformation 

18. The report of the Expert Advisory Panel to CYF sets out an ambitious direction of change 
over the next few years, and recommends that this be funded mostly by reprioritisation 
from other agencies ($432 million per year) with a still significant component of new 
funding ($103 million per year). These numbers are highly indicative, and we recommend 
that further work be carried out on the detailed design in order to provide options ahead 
of any significant new investment. 
 

19. We therefore recommend that funding be set aside in contingency to cover the decisions 
that will be ready to be made ahead of Budget 2017. This will allow for implementation to 
begin on parts of the transformation, while giving more time for the detailed design in 
order to inform decisions on the remaining new funding and reprioritisation at Budget 
2017. Alternatively, Ministers could defer all decisions on new investment until Budget 
2017, which would mean delaying a raise to the age of care and other new parts of 
investment. Treasury recommends setting aside funding in contingency for the following 
components: 

 

 
20. We support the overall size of the Transformation team , but 

have scaled the figures to assume that a small part of CYF policy and operational 
design would not need to be back-filled (including CYF Act implementation), to reflect a 
more realistic mix of capability, and to reflect a more gradual scaling up of the 
Transformation team over 2016/17. 

 
MSD comment: 
 
Transformation Programme 
The early estimate of  is conservative compared with similar transformation 
programmes and is the mid-point based a margin of error of at least +-20%. The main cost 
drivers are the scale and pace of change; the specialist capability required; and the intention 
to fund resources in full, rather than in kind. 

The initial estimate was for not including the transformation 
partner. The final mix of resources and capability will be confirmed through the detailed work 
programme and results of recruitment. The true cost of specialist capability and the 
transformation partner will be confirmed through the market.  

Depending on Cabinet decisions, there will be immediate priorities from April 2016, requiring 
a rapid ramp up of resources to deliver multiple large scale work streams. Access to multi-
year funding will need to be flexible enough to align with the pace of change and 
underestimating resources may impact on delivery of overall reform. 

Investing in New Zealand’s Children and their Families 
Given detailed design of the new operating model is yet to occur, access to sufficient 
contingency in 2016/17 will need to be flexible enough to align with the pace of change. This 
is particularly relevant for providing enhanced access for universal services for children and 
young people through direct purchasing.  
 
It is difficult to comment on the proposed phasing changes in future years, as contingency 
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funding, on its own, will not achieve the desired future state. Phasing and funding 
requirements in out years will be dependent on options considered through Budget 2017 for 
the final mix of new and reallocated funding. 
 

Extending Youth Service to 18-19 year olds 

 
21. Treasury considers that the evidence of the effectiveness of the current Youth Service 

does not support the case for extending the Youth Service at this time.  We note that 
enabling legislation for the extension (the Social Security (Extension of Young Persons 
Services and Remedial Matters) Amendment Bill) is currently going through the 
legislative process. Once in force, the Amendment Act requires MSD to deliver the 
extension for all 19 year old teen parents (Youth Parent Payment).  

 
22. Treasury recommends limiting the roll out of the Youth Service Extension, and 

focusing on improving the current Youth Service. Options for Ministers to consider 
for this are:  

 
• Not to progress any part of the proposed extension. This would require changing 

or halting the legislative process.     

• Progress the extension of Young Parent Payment to 19 year old parents, and re-
targeting the existing Youth Service in order to partially offset the cost. This would 
require changing the enactment date for the Youth Service extension, or MSD not 
referring any 18 and 19 year old beneficiaries to the Youth Service to begin with. 

 
23. Treasury’s Analytics and Insights team is currently working on an evaluation of the 

Youth Service (YS) using IDI data.[1] The preliminary results support MSD’s evaluation 
findings and provide further insight into the operation of YS: 

 
• The YS-NEET is having a positive impact on participation in formal education 

after 6 months, but is not having an impact on educational attainment by the end 
of the year they turned 18, and not having an impact on the proportion who were 
NEET in the 3 months following their 18th birthday.  

 
• 51% of participants were either already enrolled at school or tertiary education 

when they started YS, and the impact on educational attainment was lower for 
this group. 

 
24. This suggests that there is scope for re-targeting the existing service to those who are 

most at-risk, and a need to focus on improving its effectiveness. Preliminary analysis 
from A&I indicates that potentially a third of the current YS NEET cohort are very low or 
low risk. MSD have indicated that it is possible to retarget the current NEET service to 
focus on more at risk youth.  

 
 
MSD comment: 
 
As with our 2015 Outcomes Report of Youth Service, with respect to the NEET outcomes, 
the results of Treasury’s evaluation have the same limitations because of the comparison 
group used, which should be kept in mind when interpreting these findings. In particular, b. 
because the NEET service is a voluntary service, and the comparison group is taken from 
young people with similar characteristics but who opted not to take up the Service, there is a 
risk of unobserved selection effects. In particular, the comparison group is likely to contain 
people who turned down an offer to join the Youth Service, and so may contain individuals 

                                                
[1] A final report will be completed in 2016 
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who are either more or less amenable to achieving positive outcomes. 

We also don’t consider measuring the effectiveness of the NEET service is a good 
comparison for the potential impact of the Youth Service extension. This is because the 
NEET service is a voluntary service, and no benefit payments, obligations or incentives for 
the young person apply. The proposed extension is more similar to the current Youth 
Payment and Young Parent Payment services. Treasury’s Analytics and Insights team are 
yet to evaluate this part of the service. 

That aside, we agree that the NEET service could be better targeted towards more at risk 
youth. This could deliver savings to the MCA which could be used for a range of initiatives 
funded from the MCA, including the Youth Service. 

Reducing the size of the NEET service can be done by shifting the threshold for entry into 
the service. Doing so will alter the profile of the young people targeted to the Service.  

 
Other new initiatives 

25. Treasury has recommended scaling options for a number of initiatives: 
 

• Achieving BPS 1. A good case has been made for some of the components, but 
others are not sufficiently developed. For Budget 16, Treasury recommends 
deferring investment in the least developed proposals 

, and partially supporting the 
remaining components that are investment-ready. 

 
• 

 
• Family Violence Response Co-ordination. Treasury supports this initiative within 

baselines on the basis that it was funded within Community Investment in 
2015/16. 

 
• 

 
26. There are further scaling options that Treasury has not recommended: 
 

• Funding for specialist sexual violence services. Treasury thinks there is a good 
case to invest, consistent with the Social Investment Panel advice. It could be 
scaled by funding the initiative at the current service level, with any increase 
dependent on an evaluation plan, and consideration of reprioritisation 
opportunities across all government spending on family violence and sexual 
violence services.  

 
• Community Finance scale up. There is a reasonably good case to invest, but it 

could be deferred.  
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MSD comment: 
 
Achieving BPS 1 
MSD's preferred option for the BPS 1 package of initiatives is a flexible contingency fund, 
where funding would only be appropriated on the presentation of business cases that show 
the impacts of the proposed interventions and the return on investment of these. 

The Government’s manifesto commitments included a commitment to expand $3k to 
Christchurch into a broader $3k to Work initiative recognising the effectiveness and success 
of the original $3k to Christchurch initiative. MSD implemented the $3k to Work initiative from 
November 2015 and expect to have supported 500 clients into employment and therefore 
committing all allocated funds by the end of June 2016. Funding this component achieves 
off-benefit outcomes, as payments are only made once clients obtain employment. 

 

In terms of Treasury’s recommendation to scale some of the other proposals, although 
benefits and scaled outcomes are likely to be achieved, there is a risk the potential impacts 
will not be achieved and that partner agencies may feel less inclined to participate if the 
available funding is limited. Importantly, most of these initiatives need a certain scale to 
achieve the desired impact, and the risk of scaling is that it reduces the ability to measure the 
impact for clients individually. 

 
 
 

 
 
 
 

Family Violence Response Co-ordination: 
Funding for FVRC will be reprioritised within CI baseline if no new funding is received. 

 
Funding for specialist sexual violence services 
MSD supports Treasury’s recommendation for years 16/17, 17/18 and 18/19, including the 
contingency of an evaluation plan to release the annual increases. 

MSD strongly disagrees with the recommendation to end funding for HSB and male survivor 
services in 18/19. MSD will still be seeking this funding for 19/20 and out years. 

This is to provide stability for the sector and continuity of long-established services given 
what we know about unmet and increasing demand.  

Community Finance scale up: 
Since the one-year pilot was completed in August 2015, provision has continued at the pilot 
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(2-site level). While this is producing positive outcomes this provision is not cost-effective for 
Government or the private sector / NGO partners. Prolonging this for another year would not 
be desirable. 

 

Capital initiatives 

27. Treasury has recommended options for scaling and phasing within the capital 
initiatives: 

 
• Analytics for Outcomes. Treasury recommends deferring this until a business 

case has been developed.  
 
• Additional Investment in MSD’s capital base. MSD faces a shortfall on its balance 

sheet over the forecast period. However, there are multiple options for scaling 
depending on the level of ‘discretionary’ components that Ministers are willing to 
fund through this mechanism. Treasury supports $12 million in capital for core IT 
asset replacements at this stage, and recommends deferring decisions on new 
investments until a stronger case can be made.  

 
• 

 
MSD comment: 
 

 

 

Additional Investment in MSD’s capital base 
Treasury's support is limited to the $12m relating to core ICT. MSD has funded large capital 
investments such as Simplification and 56 the terrace off its balance sheet, this means that 
MSD has no ability to fund any other new investment in assets unless additional funding is 
provided. 
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