
 

 

Reference: 20190012 
 
14 February 2019 
 

 
Thank you for your Official Information Act request, received on 9 January 2019.  You 
requested the following: 
 

Under the OIA, please provide me with all advice Treasury provided to Ministers 
in relation to the 2019 minimum wage review. 

 
Information Being Released 

Please find enclosed the following documents: 
 

Item Date Document Description 

1.  4 December 2018 Increasing the Minimum Wage  

 
I have decided to release the document listed above, subject to information being 
withheld under one or more of the following sections of the Official Information Act, as 
applicable: 
 
• advice still under consideration, section 9(2)(f)(iv) – to maintain the current 

constitutional conventions protecting the confidentiality of advice tendered by 
Ministers and officials, 
 

• direct dial phone numbers of officials, under section 9(2)(k) – to prevent the 
disclosure of information for improper gain or improper advantage. 

 
We have redacted the direct dial phone numbers of officials under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams.  This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s website. 
 
Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 
 
 
 



 

2 

 
This reply addresses the information you requested.  You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 
 
 
 
 
 
Andrew Rutledge 
Manager, Skills, Employment, and Enterprise  
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Treasury Report:  Increasing the Minimum Wage 

Date: 4 December 2018 Report No: T2018/3573 

File Number: SH-2-2-11 

Action Sought 

 Action Sought Deadline 

Minister of Finance 
(Hon Grant Robertson) 

Read prior to the DEV meeting; 

Refer the report to the Minister for Workplace 
Relations and Safety, and the Minister of 
Employment. 

DEV meeting on Wednesday 
12 December 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Liam Oldfield Analyst, Skills, 
Employment, and 
Enterprise 

N/A 

(mob) 

 

Andrew Rutledge Manager, Skills, 
Employment, and 
Enterprise 

N/A 

(mob) 

 

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

Return the signed report to Treasury. 

Refer the report to the Minister for Workplace Relations and Safety and the Minister of Employment 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure:       No 

s9(2)(k)

 

 

 

20190012 TOIA Binder Doc 1
Page 1 of 6



COMMERCIAL-SENSITIVE 

T2018/3573 : Treasury Report: Increasing the Minimum Wage Page 2 

COMMERCIAL-SENSITIVE 

 

Treasury Report: Increasing the Minimum Wage 

Executive Summary 

The increase in the minimum wage to $17.70 per hour is expected to increase the wages of 
about 209,200 people and have a moderate restraint on employment (an estimated restraint 
equivalent to approximately 8000 jobs). However, research suggests that the impact of 
moving to $20 per hour by 2021 could be more significant, particularly if economic conditions 
are less buoyant than at the moment.  

The fiscal impact is estimated to be $42.54 million per annum. The Ministry of Education, and 
Oranga Tamariki (OT) (who make up $32.97 million) signalled that they would struggle to 
meet costs within baselines.  

We understand your goal in lifting the minimum wage is to increase the incomes of low 
skilled workers. The minimum wage is a tool for doing this, but may not be the best tool. We 
think there is value in clearly defining the role and purpose of the minimum wage and from 
this, developing a clearer framework for setting the minimum wage rate. You could discuss 
this with the Minister for Workplace Relations and Safety. 

We suggest you refer this report to the Minister for Workplace Relations and Safety and the 
Minister of Employment.  
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Recommended Action 
 
We recommend that you: 
 
a note that the proposed minimum wage increase to $17.70 is expected to increase the 

income of approximately 209,200 workers and will have a moderate restraint on 
employment (8000 jobs); 

 
b note that the impact of future increases to your target of $20 by 2021 will depend on 

economic conditions and outlook at the time of each increase; 
 

c note that the fiscal impact is estimated to be $42.54 million per annum and agencies 
could struggle to meet this cost within baselines; 

 
d discuss with the Minister of Workplace Relations and Safety the idea of defining the 

role and purpose of the minimum wage, and developing a clearer framework for setting 
the minimum wage rate; 

 
e refer to the Minister for Workplace Relations and Safety and Minister of Employment.  
 
 Refer/not referred. 
 
 
 
 
 
 
 
 
Andrew Rutledge 
Manager, Skills, Employment, and Enterprise 
 
 
 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report: Increasing the Minimum Wage 

Purpose of Report 

1. The Economic Development Committee (DEV) is due to consider an increase in the 
minimum wage to $17.70 on 12 December. This report: 

• provides our advice about this increase, which we support, and 

• outlines the Treasury’s view that a clearer view on the role and purpose of the 
minimum wage would better support the Government’s income and productivity 
objectives. 

Impact of Increasing the Minimum Wage  

2. The Cabinet paper and Regulatory Impact Statement (RIS) outline the expected 
impacts of increasing the minimum wage to $17.70 from 1 April 2019. The Treasury 
agrees with the assessment of these impacts, although there is a high degree of 
uncertainty. The impact assessment shows: 

• that up to 209,200 workers will receive increases wages, and  

• a restraint of 8,000 fewer individuals in employment than there would have been 
if the minimum wage had not increased. 

3. The fiscal impact is estimated to be $42.54 million per annum. The Ministries of 
Education, Health (MoH), Social Development, and Oranga Tamariki (OT) provided 
estimates of the fiscal impact. The Health sector is expected to bear most of the cost. 
MoH and OT signalled that they would struggle to meet these costs within baselines, 
although the Treasury has not yet formed a view.  

4. The Treasury has not re-estimated the impact of the proposed increases to $20 by 
2021 for the minimum wage in the Half-year Economic Update (HYEFU) 2018, 
because the economic outlook in HYEFU 2018 is similar to what it was when we last 
estimated the impact. The last time the Treasury estimated the multi-year economic 
impact of increases to the minimum wage was at HYEFU 2017. Given this, the 
Treasury views the risks from the proposed increases to be unchanged from a year 
ago (T2017/2483 refers). Key risks include:  

• The economy becomes less resilient and could experience a larger increase in 
unemployment if there is an economic downturn. 

• There is a high degree of uncertainty around any dis-employment effects, 
particularly estimates of the cumulative impact from increases to $20 by 2021. 
Rather than having weaker employment growth, people may experience a 
reduction in hours as a result of increases to the minimum wage.  

• Dis-employment effects can disproportionately fall on certain ethnic groups or 
people from regions that have poorer employment outcomes.  
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5. Expected dis-employment effects of minimum wage increases are highly contingent on 
the economic outlook. The Cabinet paper proposes to publicly indicate a pathway for 
future increases, $18.90 in 2020, and $20 in 2021. We support this proposal because 
of the increased certainty it provides businesses. However, an annual review that 
retains the option of smaller increases is crucial to ensure the Government can easily 
respond if the level of risk changes.   

6. Given the Government’s commitment to increase the minimum wage to $20, and the 
buoyant labour market outlook, the Treasury supports the proposed increase to $17.70.  

Approach to the Minimum Wage Review 

There is no advice on the optimal minimum wage rate 

7. The 2018 minimum wage review was carried out within the context of the 
Government’s commitment to increase the minimum wage to $20 by 2021. The 
Government’s commitment was necessary context, particularly when testing firms 
reactions and expected responses.  

8. The analysis effectively tests whether meeting the Government’s commitment is viable, 
taking into account various impacts, primarily expected dis-employment. The increase 
to $17.70 is the next step in even increments towards $20 by 2021. Even increments 
are proposed because they minimise the size of any single step, and larger steps could 
lead to higher dis-employment effects.  

9. This approach is to minimise risks, rather than assess what the minimum wage should 
be. Since this increase to $17.70 is not expected to restrain employment growth to a 
significant extent, it is put forward as the proposed increase. While dis-employment 
effects are judged to be acceptable, it is a structural change to the economy that poses 
risks, particularly if the economy were to suffer a serious downturn. 

10. A position on the optimal minimum wage increase, setting aside the Government’s 
commitment, is absent from the review.  

The role and purpose of the minimum wage should be clearer 

11. As outlined in our previous briefing on the minimum wage (T2017/2483 refers), there 
are other levers available to the Government that could meet the goal of raising 
incomes without the associated dis-employment effects from raising the minimum 
wage. These levers include: 

• changes to the welfare or tax systems to increase income, 

• reform to the employment relations framework to increase wages, and 

• policies designed to lift productivity directly, like the research and development 
tax credit, which could flow through to higher wages. 

12. In order to develop a position on the optimal minimum wage increase, a clearer 
definition on the role of the minimum wage, the outcomes sought from increases, and a 
framework for setting the rate are needed. When defining the role of the minimum 
wage, it should be weighed-up against other levers that could achieve the 
Government’s desired outcomes, balancing the respective positive and negative 
outcomes associated with each.  
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13. 

14. If the intention is to change key relativities, this leads to a structural change in the 
labour market and implies different objectives and a different role for the minimum 
wage.  

15. We think there is value in clearly defining the role and purpose minimum wage and 
from this, developing a clearer framework for setting the minimum wage rate. If you are 
interested in this, we suggest you discuss it with the Minister for Workplace Relations 
and Safety. The Treasury can support the Ministry of Business Innovation and 
Employment (MBIE) with this work.  

Advice on Mitigations 

16. On 14 December 2017, you directed the Treasury to work with MBIE on policy options 
to mitigate potential unintended consequences from increasing the minimum wage to 
$20 per hour by 2021. We continue to work with MBIE on these policy options and will 
update you ahead of the 2019 minimum wage review. 

s9(2)(f)(iv)
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