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Reference: T2019/951 DH-1-2-3-2-4-2019 
 
 
Date: 29 March 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Aide Memoire: Further advice on health budget package 

Purpose 

This aide memoire provides advice to support your upcoming discussion with the 
Minister of Health about Budget 2019. It complements previous advice we provided in 
advance of your bilateral meeting which we have attached to this note (T2019/447 
refers). 
 
It covers areas where there are key outstanding Budget decisions, and differences 
between the current draft package and the package the Minister of Health tabled at 
your bilateral meeting on Tuesday 19 March (Annex 1). A list of all bids are included in 
Annex 2.  
 
District Health Boards (DHB) Cost Pressure 

We recommend that: 
 
• DHBs cost pressures are funded at ; and 

o 

o 
o If Ministers decide to fund the combined pharmaceutical budget at $10 

million per annum, this is counted as part of the DHB cost pressure 
envelope and the DHB cost pressure bid would reduce by the same 
amount; 

• Note there may also be the potential to reduce the DHB funding by approximately 
 to offset the directly funded increases related to forensic mental 

health services that are part of core population based funding.  We are working 
with the Ministry of Health (MoH) to confirm the precise level of the offset; 

• Based on decisions on the level of DHB cost pressure funding, discuss with the 
Minister of Health the appropriate level of deficit support required, 
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The following section explains the interaction between the DHB cost pressure and 
other bids within the package: 
 

 
Combined Pharmaceutical Budget: PHARMAC is paid by DHBs from their population 
based funding revenue. There is approximately $10 million per annum built into the 
current DHB cost pressure that could cover a 1% increase for PHARMAC 
(approximately $10 million per annum). We understand that 19 of 20 DHBs have 
agreed to provide this increase in funding to PHARMAC. Therefore $10 million could 
be split from the DHB cost pressure as a one-for-one (as per the Minister of Health’s 
package). 
 
Mental Health Package: The DHB amount includes a ring-fenced amount for mental 
health. If the DHB cost pressure is scaled, this will change the amount allocated to the 
ring-fence through the MoH’s calculations. There may be further overlap between the 
forensic mental health services (which are part of the population based funding 
formula). We are working with the MoH to confirm the precise level of the offset. 
 
Primary Care Cost Pressure: This initiative is not in the current draft package. If 
Ministers wish to include this funding in order to avoid increases in patient co-
payments, and the DHB cost pressure is significantly scaled, the amount required for 
primary care funding will need to increase. This is because part of the DHB cost 
pressure increase covers funding for primary care.  
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Deficit Support: Reducing the DHB cost pressure has an approximately equivalent 
impact on the requirement for deficit support. Based on DHB cost pressure funding of 

, we have recommended a scaled amount of deficit support to align with 
messaging to the sector around sustainability. 

Disability Support Services (DSS) 

We recommend that: 

• You discuss with the Minister of Health potential DSS savings options, and 
approaches to sustainability; and 

• You direct officials as to the preferred approach for Budget 2019, either: 
o Funding DSS at the  (4 year total) 

, OR 
o 

 
We understand that you will shortly receive advice from the MoH on the DSS forecast 
overspend, drivers, and potential savings options. Treasury has not yet seen a final 
copy of this paper. 
 
We recommend that the full pressure for 2018/19 is funded, minus the amount that can 
be managed from within baselines (around ). This is reflected in the current 
draft package. 
 
We recommend that Ministers discuss whether any savings initiatives will be 
implemented in 2019/20 and future years, and if so, to what extent. The DSS bid 
included  per annum from 2019/20. 
 
If none of these are implemented, we recommend the cost pressure funding is 
increased as per the table 1 below.  
 
Table 1: Funding for DSS 
 
$m 2018/19 2019/20 2020/21 2021/22 2022/23 Total 
Original bid 
Current draft package 
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Mental Health package 

We recommend that you discuss the differences between what is currently in the 
package for mental health and Minister Clark’s proposed mental health package.  
 
We provided you with a  package following Budget Ministers on Monday 25 
March. This package balances investment in acute services and primary and 
community mental health. It includes national roll out of the primary mental health 
initiative over 5 years, the expected increase in the mental health ring fence (as part of 
the DHB cost pressure initiative), and other mental health initiatives focussed on 
supporting vulnerable populations, prevention and early intervention. A list of all 
initiatives in Treasury’s package is included in Annex 2. 
 
We understand that the Minister of Health has been presented with two options for a 
mental health package, which has some key differences to Treasury’s package. These 
are outlined in the table below.   
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Packages Key differences with Treasury’s 
package 

Treasury comment 

Option 1:  
 

package over 
the forecast 
period 

The MoH’s package includes more 
funding for: 

- primary addiction services and 
Alcohol and Drug (AOD) services,  

- Mental Health Commission, 
- 

- A new mental wellbeing service 
for parents and whanau. 

 
The national primary mental health 
initiative is similar to the Treasury’s 
package and includes a service capacity 
rate of 1.  
 
However, in order to accommodate the 
above in a  package, initiatives 
which target vulnerable populations have 
been heavily scaled back or removed 
from the package  

 

 
Other initiatives have also been scaled at 
the edges to create headroom  

The initiatives that have been scaled support 
vulnerable populations, and have shown 
evidence of improving long-term outcomes. We 
don’t support trading these off to support new 
initiatives. 

 

 
The Treasury package includes $2 million per 
annum for the Mental Health Commission. This 
reflects a conservative amount as work is still 
ongoing on the scope, functions and form of a 
commission. Any further funding should be 
considered as part of the June report back. 
 
The Minister of Health’s package includes 
more funding for AOD response and primary 
addiction responses, 

 

Option 2: 
 

package  

This package includes a higher service 
capacity rate for the national primary 
mental health initiative (  relative to 

 included in Treasury’s package).  
 
The package also includes additional 
funding for all the initiatives signalled in 
option 1 above, including those initiatives 
which were previously scaled back or 
removed. 

Overall, we would recommend that the mental 
health package stays within a  
envelope.  
 
Increasing service capacity levels for the 
primary mental health national roll-out is likely 
to have a further impact on workforce 
requirements. For the ProCare pilot, the 
current take-up rate for the eligible population 
is around 7.5%, 

 

                                                
1 This means that the initiative will target  of the population (roughly  people)  
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Support for Christchurch 

We recommend you discuss with the Minister of Health: 
 
• Any updated information he has received on health related costs following the 

Christchurch attacks and the ability to manage these within baselines;  
 
• Whether a lump sum amount should be provided to CDHB to cover mental health 

support and other costs; and 
 

• Planning and governance support already planned for CDHB. 
 
As expected, there is still uncertainty around the extent of support that may be required 
and the associated costs following the Christchurch attacks. We have received 
indicative costs from the MoH suggesting that additional funding may be required for 
the following areas: 
 
- 

 
- 

 
-  

 
The costs associated with the above areas have not been well quantified and further 
work is required with the MoH to understand what the funding is for and how it relates 
to existing services.  
 
Given this uncertainty, a sensible approach could be to provide CDHB with a lump sum 
of around $3-5 million (to cover mental health as well as other costs).  

 

 
In terms of other non-DHB support, we would support (in-principle) around 

 and extending 
time limited funding for 26 mental health workers who were funded following the 
Canterbury earthquakes. 
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Ambulances – additional funding support 

We recommend that you discuss with the Minister of Health what progress has 
occurred on the development of a framework for funding community facilities/services. 
 
We understand the MoH is preparing a Cabinet paper seeking  one-off 
funding to sustain St John's ambulance services. 

.  
 
St John's are a charitable organisation under contract with the Ministry of Health & 
ACC, and provide approximately 90% of road ambulance services in New Zealand. 
Funding was provided for cost pressures in 2014, and for both cost pressures and the 
elimination of single-crewing in 2017.

 We have fully supported related cost 
pressure funding for National Emergency Services (which includes road ambulance 
services) of  per annum in the current draft package for Budget 2019. 
 

 
There have been several Cabinet minutes (GOV-18-MIN-0010; CAB-18-MIN-0266; 
CAB-18-MIN-0515.12 refer) inviting further work on the development of a framework for 
funding community facilities and services, in order to resolve these recurring issues. 
We are yet to see any progress on this.  
 

 Health,  
Carolyn Palmer, Manager, Health,  
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Annex 1 

Differences between the current draft package and Minister of Health’s package2 

 Four year total ($m)  
Initiative title Minister of 

Health’s package 
Current draft 

package 
Treasury comment 

Cost pressures 
MoH capability 

DHB cost pressure 

Disability Support Services cost pressure 
Emergency ambulance services 17 17  
Maternity services cost pressure  
Funding impact of minimum wage increases (DSS) 23 The draft package includes only the minimum wage uplift confirmed for this year ($17.70) 
Addressing shortfall to DSS directorate from in-between travel  
Planned care (electives) -  
Combined pharmaceutical budget 40 - 
National bowel screening programme - 
Primary care cost pressure - This is not in the draft package, however we support $15 million per annum to avoid co-payments increasing 
Family Funded Care - There are legal and fiscal risks to the Crown if this is not funded 

Nursing workforce accord (training and development) - High value initiative which is supported by the Treasury Vote team given current workforce constraints 
Priority C 
Maori innovation fund and workforce development - Innovation fund not supported by the Vote team as unclear what will be delivered. Vote team supports 

 per annum for workforce development 
Pacific innovation fund (Pacific Aotearoa Community Development)  
Pacific provider and workforce development  
Management of rheumatic fever and heart disease  
Priority D 
Well child tamariki ora cost pressure We support a minimum amount given review underway 

Increase access to child development services - 35 High value initiative, aligns with priority D 
Out of scope 
Rural and regional workforce training and development  
Gender affirming care - 3  
 

                                                
2 Note priority E has shifted since the bilateral and our advice on this priority is included in the body of this aide memoire 
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