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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: T2016/358 SH-3 
 
 
Date: 7 March 2016 
 
 
To: Minister of Finance (Hon Bill English) 

Associate Minister of Finance (Hon Steven Joyce) 
Associate Minister of Finance (Hon Paula Bennett) 

 
 
Deadline: Ahead of your meeting with Hon Tolley  
 
 
Aide Memoire: Briefing on Vote Social Development ahead of 
meeting with Hon Tolley 

You are meeting with Hon Tolley today to discuss Vote Social Development.  This aide 
memoire provides you with information on the Vote Social Development baseline, 
including key questions you might wish to raise with Hon Tolley. 
 
Key points to raise with Hon Tolley 
 
You may wish to raise the following points with Hon Tolley and ask that MSD come 
back with further information on each of them ahead of the second Budget bilateral: 
 
• What is MSD doing to improve its understanding of the effectiveness of its 

services and embed a learning and evaluation culture?  How will it fill gaps 
identified in the 0-5 and Youth Funding Reviews and across its key change 
programmes?  We suggest pushing for a clear pathway for improving 
effectiveness information including KPIs. 

 
• What is MSD doing to understand reprioritisation options and trade-offs?  We 

suggest asking for a clear articulation of concrete reprioritisation options 
and trade-offs, drawing off work such as Work and Income’s effectiveness 
information and the Community Investment line-by-line reviews. This should 
include why any previous reprioritisation to fund cost pressures is no longer 
sustainable.  

 
• How is MSD planning on getting more effective at working with others in 

developing its strategies and delivering services?  This will be key in 
delivering improved outcomes for vulnerable populations.  From our observation 
and from feedback from other agencies, this is currently a weakness and MSD 
needs to improve how it involves other departments. For example, engaging with 
others early in the development of strategies for achieving cross-sectoral goals 
such as BPS 1, or working more collaboratively with other agencies in 
implementing the Community Investment Strategy. 
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Benefits & 
Entitlements, 

$20.3bn

Other, 
$1.9bn

 
• What is MSD doing to consider interactions across its service lines? E.g., 

given what we know about risk factors and intergenerational impacts, how can 
the benefit or housing systems act as levers to identify and offer support to at-risk 
children and their families? 

 
MSD’s operating baseline and sustainability 
 
In 2015/16 Vote Social Development is $22.2 billion, with 91% of that being benefits 
and entitlements.  Service delivery (including Work and Income), vulnerable children 
(Child, Youth and Family and Children’s Action Plan) and Community Investment 
represent $1.7 billion or 7.5% of the Vote. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
As illustrated in the chart on the following page, MSD’s baseline (excluding 
benefits/entitlements and debt write-downs) 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.   
 
 

Service 
Delivery

Vulnerable 
Children

Community 
Investment

Disability Services
Administration

Other (incl debt write downs)

Vote Social Development Spending 
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We think MSD has limited ability to absorb future cost pressures without impacts on 
service delivery or changes to policy settings: 
 
• 

  While this will 
offset some of MSD’s future cost pressures, it won’t fund them all.  Further, the 
delivery of savings has already been delayed, and there are remaining risks 
around the total quantum that will be achieved, which would have a 
corresponding impact on MSD’s ability to manage its pressures. We will provide 
further advice on this ahead of Budget 2016. 
 

• In addition, 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.   

 

[33]

[33]
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MSD has begun to articulate the impact that absorbing its cost pressures would have, 
and has started to identify some trade-offs and choices 

 You may want to ask to see these options ahead of 
making decisions on Budget 2016. 
 
MSD’s capital sustainability 
 
MSD’s Long Term Investment Plan identifies a shortfall in its available capital over the 
forecast period to cover business-as-usual IT and other investment. This shortfall is 
mainly driven by previous capital withdrawals of $76.175 million over Budgets 2009 to 
2012, depreciation funding being used to fund new investments (e.g., $66.2 million for 
Simplification), and limited long-term investment planning to support the decisions just 
mentioned. This shortfall means that MSD will need to make strong investment cases 
for funding new projects, even small ones, over the next few years.  
 
Performance and effectiveness of MSD spending – Work and Income, vulnerable 
children and Community Investment 
 
In terms of MSD performance and effectiveness, Treasury’s main focus has been 
developing a better understanding of the $1.5 billion MSD spends on employment 
services, vulnerable children and Community Investment. 
 
MSD has a fairly good understanding of the effectiveness of its employment services 
spending, but a much more limited understanding of the effectiveness of its spending 
on vulnerable children and Community Investment.  The CYF review and Community 
Investment Strategy provide opportunities to develop clear pathways for building 
evidence on performance and effective interventions, although the nature of these 
services means that good performance measurement will be more challenging than for 
employment services.  The cross-agency BPS 1 work will be critical to MSD deepening 
its understanding of effective employment interventions, particularly for groups with 
whom MSD has not traditionally worked. 
 
For employment services, vulnerable children and Community Investment spending, 
Annex A attached outlines the current state of our understanding of effectiveness, 
direction of travel, Treasury’s focus, and questions that you might wish to ask of Hon 
Tolley and MSD.  We will also be providing you with a more detailed report on the 
review of employment services, including recommendations on where to focus next, in 
mid-March.   
 

Hayden Fenwick, Acting Manager, Labour Market & Welfare, 04 917 6969 

[34]

[34]
[34]

[34]
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Annex A: Effectiveness and performance information across employment 
services, vulnerable children and Community Investment 
 
 Employment services (Work & Income), $679m ($199m contracted out) 

 
What is covered by spend: 25% case management, 30% programmes, 45% administration. 
 

Current state and direction:  
• We have seen a big shift in our understanding of performance with the introduction of the 

investment approach. 
• Fairly well developed understanding of effectiveness of existing spend (e.g., annual cost 

effectiveness report for programme spending, and the early stages of a performance model 
tool on costs and outcomes for different interventions and client types), but the 
understanding of what “good” effectiveness levels are is less developed.  

• Still some gaps in our understanding, particularly around what interventions would deliver 
better outcomes for client groups that MSD hasn’t traditionally worked with (e.g., health and 
disability client). 

• Delay to simplification savings and some risks around overall delivery of the programme. 
 

Baseline spending ($ms): 
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Treasury focus: supporting cross-agency BPS 1 work and working with MSD to develop a 
more sophisticated understanding of “what works for what clients”, particularly those with 
whom W&I has not worked with traditionally. 
 

Possible questions to raise: 
• What is W&I doing to understand whether its performance is “good”, e.g., benchmarking 

internationally or against other providers? 
• How do you know that W&I is optimising its employment spending and what is its lowest 

value spending? 
• How are you mitigating the risks around the simplification project and when will there be a 

clear delivery plan? 

Reduction due to part of simplification savings being 

“banked” and one-off B’15 BPS1 funding 
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Vulnerable Children, $548m, includes $80m contracts administered by 
Community Investment 

 
What is covered by spend: 98% CYF (approx.15% of which are contracts managed by 
Community Investment), 2% CAP 
 

Current state and direction:  
• Effectiveness evidence of current spend limited, although many practices are based on 

international evidence.  Also gaps in understanding of what interventions would deliver better 
outcomes. 

• Concern that CYF review overly focused on overall (narrow) liability measurement which will 
take time to develop and embed, and not clear how understanding of effectiveness will be 
built. 

 

Baseline spending ($ms): 
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Treasury focus: advice on CYF review.  Treasury is looking to use this as a way to ensure the 
system and performance framework focuses on improving long term outcomes for vulnerable 
children and developing a clear pathway for building the evidence base on effectiveness.  
 

Possible questions/points to raise: 
• Need to get on with building evidence base and understanding around effectiveness (rather 

than just focusing on developing an overall liability measure).  
• Expect to see a very clear and detailed workplan for the CYF transformation programme as 

soon as possible (needs to cover the entirety of the transformation, not just the new 
proposals). 

Drop in baseline in 2016/17 
because: 
• Time-limited funding 

expires for CYF demand, 
CAP 

• Some one-off funding 
runs  out for historic 
claims and CYF 
modernisation 



Treasury:3403243v1  7 

 

 
 
 
 
 

Community Investment, $283m + approx. $80m of CYF contracts 
 
What is covered by spend: 68% vulnerable children and young people, 15% vulnerable adults, 
6% other (Canterbury, refugees & migrants), 11% administration 
 

Current state and direction:  
• The effectiveness evidence is limited, with some pockets of better evidence (approx.15% of 

spending where evidence of effectiveness is “promising” or “well supported”).  The CI Strategy 
is intended to improve understanding of effectiveness, with some tangible progress over last 6 
months, e.g., review of quality of evidence, line-by-line reviews, plans to collect client level 
data. 

• There are concerns around the delivery of some aspects of strategy, e.g., shift to results-based 
contracting, systematically thinking about tools, and feedback-loops to embed an adaptive 
learning system. 

• MSD is also working with Treasury to apply CBAx tool to one of its programmes (Family Start 
which is approx. 10% of CI spending). 
 

Baseline spending ($ms): 
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Treasury focus: supporting implementation and embedding of CI Strategy, including advising on 
implications of CYF review.   
 

Possible questions/points to raise: 
• We expect to see a clear concrete plan (with KPIs) for implementation of the CI Strategy as 

part of May 2016 SOC report back. 
• What will CYF review mean for CI? 
• 0-5 review identified 0-3s as biggest opportunity for investment – what does that mean for CI 

Strategy, including how CI works with Health and Education? 

Key drivers of increase in 
baseline: 
• price & demand funding 
• new or expanded 

services 

Note: chart does not include CYF contracts managed by CI 
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