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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) 

[2] to avoid prejudice the entrusting of information to the Government of New Zealand on a basis of 
confidence by the Government of any other country or any agency of such a Government 

6(b)(i) 

[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) 

[40] not in scope   

[41] that the making available of the information requested would be contrary to the provisions of a 
specified enactment 

18(c)(i) 

[42] information is already publicly available or will be publicly available soon 18(d) 

 

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. 



 

Treasury:3904422v1 

Treasury Report:  Budget 2018: Meeting with the Minister for Social 
Development 

Date: 19 January 2018 Report No: T2018/53 

File Number: DH-3-2-3-1 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Grant Robertson) 

Note the contents of this report Before 6pm Tuesday 23 
January 2018 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Kirsty Macdonald Analyst, Welfare and 
Oranga Tamariki (wk) 

N/A 
(mob) 

 

Kristie Carter Manager, Welfare and 
Oranga Tamariki (wk) (mob) 

 

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: No 

[39]

[39] [23]
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Treasury Report: Budget 2018: Meeting with the Minister for Social 
Development 

Executive Summary 

This report is to provide you with information and talking points on the Vote Social 
Development baseline and the performance of the Ministry of Social Development to support 
your discussion with the Minister for Social Development on 23 January. 

The Minister has submitted six cost pressure initiatives totalling 
 Our initial assessment would 

recommend total funding of  in operating across the forecast period; 
however, we are yet to complete our internal moderation and final assessment. We are yet to 
receive the five manifesto initiatives and are not in a position to provide you with an indication 
of the investment readiness of the initiatives. 

We have had little indication from the Ministry of Social Development as to the progress on 
reprioritisation initiatives. While we think there is little scope for reprioritisation with Vote 
Social Development, there is still scope for shifting funding within the $662 million Multi-
Category Appropriation from a range of programmes that deliver mixed or poor results to 
those with stronger evidence of effectiveness. 

The Minister is intending to discuss with you a proposal to take a paper to Cabinet seeking 
approval for reprioritising the residual funding from the disestablishment of Superu (from 
Vote Social Development). We recommend that you suggest to the Minister that this funding 
is offered up as a reprioritisation initiative for Budget 2018 so the funding can be allocated to 
whole of Government priorities. 
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Recommended Action 

We recommend that you: 
 
a note the Vote Social Development has a baseline of $22.83 billion with $21.58 billion 

being benefits and entitlements 
 

b note that the Minister for Social Development has submitted six cost pressure 
initiatives and the Treasury is still in the process of assessing the cost pressure 
initiatives submitted by the Minister for Social Development and the views reflected in 
this paper do not necessarily reflect our final assessment; and 

 
c note the contents of this report and attached talking points ahead of your meeting with 

the Minister for Social Development on Tuesday 23 January at 6pm. 
 
 
 
 
 
Kristie Carter 
Manager, Welfare and Oranga Tamariki 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report: Budget 2018: Meeting with the Minister for Social 
Development 

Purpose of Report 

1. The purpose of this report is to provide you with information on the Vote Social 
Development baseline and the performance of the Ministry of Social Development to 
support your discussion with the Minister for Social Development on 23 January.  

2. We understand that the Minister is intending to discuss with you her intentions for 
Budget 2018, issues relating to the residual funding for Superu,

Context 

3. The total 2017/18 Vote Social Development baseline is $22.83 billion, with 
$19.78 billion of this allocated to benefits and related expenses, including $13.67 billion 
for NZ Superannuation. The Minister for Social Development is the Minister responsible 
for the Ministry of Social Development (MSD) which also includes Vote Social Housing 
(Minister Twyford is the Minister responsible for Vote Social Housing).  Annex 2 
provides further information on the breakdown of Vote Social Development. 

4. As the Ministry responsible for administering income support services, social housing 
and Work & Income functions, MSD has a large and expensive operational presence 
across the country. Over recent years, MSD has sought to realise efficiencies and 
defer spending in an effort to absorb rising costs and manage down forecast deficits. 
While MSD has done well at this, it is becoming increasingly difficult, and it now faces 
significant remuneration and other operational cost pressures.  

5. A core role for MSD is to actively support working-age people towards positive 
off benefit outcomes, such as sustainable, rewarding employment. In recent years, 
MSD has been applying investment practices to parts of its work, in order to support 
better outcomes for clients. It is achieved this through making better investment 
choices about what programmes and services should be made available, how they’re 
designed and delivered, and how they are targeted. 

6. In its most recent Employment Outcomes Investment Strategy, MSD identified three 
priority cohorts for investment in 2017/18: health & disability clients, intergenerational 
early entrants, and Māori clients, in an effort to help move more of its clients with 
complex barriers to employment towards positive outcomes.  

7. MSD has a flexible Employment and Social Outcomes Multi-Category Appropriation 
(MCA), where decision rights over spending within the MCA have been delegated to 
the Chief Executive. This gives MSD the flexibility to move funding across different 
types of activity, without requiring Cabinet or Ministerial approval, from interventions 
that are not helping people (or less effective than others), to those that offer more 
potential to achieve positive outcomes. The MCA totals $683 million in 2017/18. 
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8. The agency produces an annual Cost-Effectiveness Report on Employment Assistance 
as key evidence-based input to MSD’s investment decision-making. The Treasury’s 
view is that the Report has been well utilised to enhance the return on investment from 
the MCA; however, there are some programmes that continue to have mixed or low 
levels of effectiveness. 

9. The most recent 2014/15 Cost-Effectiveness Report shows a continued shift in 
expenditure towards ‘effective’ and ‘promising’ employment assistance interventions 
between the 2010/11 and 2014/15 financial years. Conversely, the expenditure on 
interventions that make no difference or have negative effects has fallen to low levels. 
This is a positive trend and consistent with the intent of the MCA. However there are 
still opportunities to further shift funding or enhance the focus of programmes towards 
what is working to get better outcomes for clients. 

Budget 2018 and beyond 

10. In responding to the Government’s fiscal strategy, MSD has prioritised its list of Budget 
2018 proposals to a relatively small number resulting in only the initiatives that they see 
as having the highest need.  You may wish to thank the Minister and her department 
for the work done to get to this point. The list of submitted cost pressure initiatives and 
intended manifesto initiatives is attached in Annex 3. 

Cost Pressures 

11. As you have previously been advised, a total of 143 initiatives have been submitted to 
the Cost Pressure track for Budget 2018 with an annual average operating cost of 
$3.5 billion (a total of $14.1 billion over the forecast period) and a total capital cost of 
$5.8 billion (T2017/2870 refers). This means the Budget 2018 operating allowance is 
oversubscribed by $900 million per annum for cost pressure submissions alone, while 
the capital allowance remaining after pre-commitments is oversubscribed by 
$3.1 billion. You may wish to reinforce the tight fiscal position for this Budget to the 
Minister at the outset of the meeting.  

12. In recent years MSD has worked hard to absorb rising costs through efficiencies and 
deferral of spending, but this is becoming more difficult leading to a number of cost 
pressures initiatives being submitted.  

13. The Minister has submitted six cost pressure initiatives totalling 
 across the forecast period. This represents a 

significantly smaller package than has been sought for Vote Social Development in the 
past due to the rigorous prioritisation process run by MSD and the Minister. 

14. All but one initiative has elements of cost pressures and our initial assessment 
(annex 4) would recommend total funding of  in operating across the 
forecast period. However, we are yet to complete our internal moderation and final 
assessment. We have indicated to MSD where we are getting to on our assessments 
of these initiatives so the Minister may raise concerns on some of the initiatives.  

15. As we are still in the assessment phase for cost pressure initiatives it would not be 
appropriate to get into too much detail on each of the bids; however there are a few 
areas that warrant further discussion. 
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Improving the resilience of business critical systems 

16. We have classified the improving the resilience of business critical systems initiative as 
not a cost pressure as there is a choice for Ministers as to when they invest in disaster 
resilience and the pace of investment. In the event of a major disaster in Wellington 
there would likely be significant disruption to the continued delivery of MSD’s services 
and payments to clients.  

17. The funding sought is for tranches two and three of a project already underway and we 
are discussing with MSD potential options for scaling and phasing the project so 
Budget Ministers can have the full range of options with associated risks before making 
a decision to fund.  

18. It is our Vote Team view that due to the risk associated with not funding this initiative 
there needs to be an explicit choice taken by Ministers on whether this initiative should 
be funded or deferred considering it does not fit the criteria of a cost pressure. You 
could request more information on the risks and options from the Minister. 

Stabilising and strengthening the delivery of family violence services 

19. The Minister has submitted a large cost pressure bid for stabilising and strengthening 
the delivery of family violence services across the forecast period) 
which forms part of a package of initiatives submitted this Budget along with the 
Minister of Justice. MSD has been working closely with the Ministry of Justice and 
other agencies to formulate a package that covers the immediate pressures faced by 
the sector through volume and price, as well as looking out to the medium to longer 
term towards the future needs of the sector.  

20. Our initial Vote Team assessment on this initiative is supportive of the stabilising 
component (aimed at the immediate volume and price pressures in the sector) 
although we recommend a scaled option due to concerns at the pace of the proposed 
lift in funding in the absence of a clear picture of the longer term needs of the sector. 
We have not supported the strengthening component as this would cover a new 
programme of work of service development, co-design and evaluation, therefore is not 
a cost pressure.  

21. It is useful to consider all of the family violence cost pressure initiatives in conjunction 
with the two likely manifesto initiatives from the Minister of Justice: 

 You may wish to discuss with the Minister what her longer 
term plans are in relation to the future of family violence services, and how that is likely 
to impact future Budgets. 

Manifesto Commitments  

22. Manifesto initiatives are due to be submitted on 26 January; however we have received 
the attached list of intended initiatives from MSD (annex 3). As we are yet to receive 
these initiatives we have not formed a view on the investment readiness of the 
proposals; however, we would make the following observations. 
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24. 

25. The Coalition Agreement with the New Zealand First Part includes a commitment to 
provide an extra 800 places for the Limited Service Volunteer (LSV) programme.  

 The commitment to increase the number of places 
available under the programme provides an opportunity to test its value, and to look 
critically at what is being delivered, where, to whom, and how. Any future funding 
request should be accompanied by robust evidence of the value of the programme as a 
whole, and indicate that a viable range of options have been considered for its future 
delivery.  

Reprioritisation  

27. We think there is generally little scope for reprioritisation with Vote Social Development, 
either to achieve efficiencies, or better alignment with the Government’s priorities. 
MSD’s departmental spend is relative modest, and we think they operate efficiently. 
The vast bulk of funding administered through Vote Social Development relates to 
non-discretionary transfer payments for those that are entitled under current policy 
settings ($19.78 billion) and Student Loans and Recoverable Assistance ($1.79 billion). 

28. The largest spending area within the remaining $1.26 billion is the $683 million 
Multi-Category Appropriation to manage the benefit system ($280 million) and to 
support people towards employment ($403 million).  

29. This $662 million of spending is subject to an annual investment strategy process, 
which aims to shift funding to investments that will deliver the greatest improvement in 
employment outcomes. There are opportunities for improving the investment system 
for allocating funding, a particular focus for the Treasury, as there are a range of 
programmes that deliver mixed or poor results. 

30. MSD’s Simplification Programme has the potential to reduce the  cost of 
managing the benefit system – through online channels and other business changes – 
thereby making more resources available to support people into employment. While 
Simplification is improving customer service and reducing front-line work-effort for 
MSD, 

Future Priorities 

31. As a result of the prioritisation process by the Minister and MSD we are likely to see 
further cost pressures, 

 We will continue to engage with MSD to ensure these pressures are 
visible to Ministers and are appropriately managed. 

[34]
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32. 

 Depending on the objectives and scope of the welfare 
reform proposed in the Confidence and Supply agreement with the Green Party (further 
discussed below), there is likely to be a fiscal cost attached to the outcome of that 
review which could have a significant impact on future operating allowances.  

33. Your Government has indicated that family violence is a priority and has committed in 
the election manifesto to taking a long-term strategic approach to ending family 
violence and investing in early intervention and prevention. As signalled above 
agencies are working together to develop a coherent package of responses to family 
violence that both addresses current need and looks to the future. We would expect a 
range of initiatives to be submitted in future Budgets to support that work.  

34. We also expect MSD to continue to strengthen its cost-effectiveness work to inform 
investment choices, including within the MCA, towards programmes and interventions 
that contribute to better outcomes for clients and their whānau. 

Superu Funding 

40. In July 2017, the previous Government agreed in principle to disestablish Superu and 
the transfer of a number of functions and the associated funding to other agencies, 
including MSD (SOC-17-MIN-0088 refers). After this exercise there is $4.804 million in 
2017/18, 2018/19 and outyears unallocated. 

[33]

[40]
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41. As part of the disestablishment process it was agreed that you and the Minister 
Responsible for Social Investment (now the Minister for Social Development) would 
have joint authority to allocate any residual funding. However, as this was agreed to by 
the previous Government, it could be considered that this decision now appropriately 
sits with Cabinet. 

42. We understand that the Minister is planning to take a paper to Cabinet shortly to seek 
Cabinet approval to use the residual funding for a range of initiatives which in part align 
with the policy intent of the Superu funding. The Cabinet paper will also cover some of 
the final decisions and processes required for the disestablishment of Superu. 

43. Given that a process for reprioritisation has been established as part of this Budget it is 
our view that this funding could be offered up for reprioritisation to ensure alignment 
with broader Government objectives as this would effectively be funding new initiatives 
outside of the Budget process. 

[40]
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Annex 1 – Talking points 

Cost Pressures 

• As a Government we have an extremely tight fiscal position for this Budget. We have 
received a total of 143 initiatives have been submitted to the Cost Pressure track for 
Budget 2018 with an average operating cost of $3.5 billion per annum (a total of 
$14.1 billion over the forecast period) and a total capital cost of $5.8 billion. This means 
the Budget 2018 operating allowance is oversubscribed by $900 million per annum by 
cost pressure submissions alone, while the capital allowance remaining after pre-
commitments is oversubscribed by $3.1 billion for Budget 2018. With this in mind, what 
is your level of priority within the lists of initiatives?  

• As your resilience bid is not strictly a cost pressure, but there is a high risk associated 
with not funding, have you considered other options that may not have as high a cost 
compared with what you have submitted and what are the implications? 

• How are you working across portfolios on family violence and how does your cost 
pressure initiative complement the other initiatives within the social sector? 

Manifesto Initiatives 

• What are your priorities within your proposed package and how are you thinking about 
future Budgets? 

Reprioritisation 

• What are the Minister’s intentions for reprioritisation for the Budget? 

• How is the Minister thinking about some of the longer term options such as the site 
footprint of MSD and programmes funded from the Multi-Category Appropriation to 
manage the benefit system and to support people towards employment? 

[40]
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Annex 2 – Vote Social Development 
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 Annex 3 – Overview of Proposed Vote Social Development Budget 2018 Initiatives 
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Annex 4 – Initial Vote Team assessment on submitted Vote Social Development cost pressures  

Initiative Amount sought 
(forecast period) Initial Vote Team assessment Comment 

Improving the 
resilience of 
business 
critical 
systems 

Do not support as a cost pressure, 
discretionary but high risk associated with 
not funding. 

This investment will ensure continued operation of MSD’s core service delivery ICT applications in the event of a natural disaster or similar event in 
Wellington, and hence MSD’s ability to continue normal services nationally (payments, employment support, etc).  

This proposal is neither a cost pressure nor a manifesto commitment, but the nature of the risk being managed should be considered by Ministers on 
choosing whether to consider through Budget 2018 vs later budgets. 

Interim 
frontline 
security 
measures 

Support in full (price pressure) for one 
year only, require business case to 
Cabinet mid-2018 on long-term plans for 
both guards, and physical office security. 

Since the attack on the Ashburton Work & Income office in September 2014 (resulting in the deaths of two MSD employees), MSD has relied on time-
limited funding to provide additional security guards at its offices, pending a long-term plan for both security guards, and physical office security. This 
project has had ongoing delays resulting in requests for additional funding in the interim.  

This initiative provides further time-limited funding while MSD develops those (long-delayed) plans in advance of Budget 2019. We will only support 
further funding following completion of a business case that considers MSD’s long-term plans for both security guards, and physical office security. 

Office of 
Disability 
Issues (ODI) 
cost pressure 

 representation at 
UN. 

ODI has a relatively small baseline and has been supported by MSD in recent years to undertake expected activities relating to the New Zealand 
Disability Strategy. Current funding levels insufficient to undertake reporting, engagement and governance activities associated with the Action Plan in 
consultation with the sector. Proposed initiative includes substantial involvement with the sector through governance, workshops and promotion 
activities, which is our view is disproportionate considering the range of engagement with the sector through other for a such as the Disability System 
Transformation. 

Support for representation at the UN supported in full as election has already taken place. Funding only until the end of the term (2021/22). 

Remuneration 
cost 
pressures 

$49.96m opex Support in full.

 

$49.96m 

Stabilising 
and 
strengthening 
the delivery of 
family 
violence 
services 

Partial support. Scale stabilising 
component and do not support 
strengthening component as not a cost 
pressure. 

$72.497m 

Demand for family violence services exceeds current provision at a time when funding levels have remained largely static in recent years meaning that 
on average only 50 per cent of the total cost per intervention is covered. There is also evidence of geographical inequities in the coverage of services.  

Not supporting the strengthening component as this would cover a new programme of work of service development, co-design and evaluation, 
therefore is not a cost pressure. Is a worthwhile investment to understand programme effectiveness and to address discrepancies and differences in 
practice between providers.  

Has strong links with other family violence initiatives including a likely manifesto initiative due to be submitted by the Minister of Justice to establish a 
Central Agent to support service delivery across the whole of government. All family violence initiatives should be considered as a package. 

Total  
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