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From:
To:
Cc: Pooja Patel [TSY]; Carolyn Palmer [TSY]
Subject: RE: Further information for MoF
Date: Thursday, 21 March 2019 5:41:22 PM

Thanks team! This is really useful, and great work, particularly given tight timeframes!
 
I’ve incorporated the small change Gavin mentioned around the QT savings model and added a few
‘agree/disagree’ in the recs box where it makes sense to encourage MoF to give us some clarity in
these areas.
 
I’m away tomorrow, but Rach will loop you in if we get any updates. Thanks again, team! Have a great
weekend J
 
Nga mihi

 

From:   
Sent: Thursday, 21 March 2019 4:11 PM
To:  
Cc: Pooja Patel [TSY]  Carolyn Palmer [TSY]

Subject: Further information for MoF
 

 
Hi ,
 
Apologies this is late!
 
Here are the big items to include in your advice today. As discussed, we’re still working through the
Health package from the bilateral with MoH.
 
Happy to discuss if there’s anything you need clarified.
 
Nga mihi nui,
 

 
 Health & ACC Team| The Treasury

DDI
 
 
 
There are a number of areas that require decisions to start finalising the mental health and wider
health package.
We have summarised the key issues below, including areas where we are seeking more information
from MoH.
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[SEEMAIL]
[SENSITIVE]

 
Portfolio

Title Description of possible
change

Potential
opex p/a
impact

($m)

Potential
total

capital
impact

($m)

Comment/Question

Cost pressure

Health DHB cost
pressure
& DHB
deficit
support

 
Current draft package:

(total $2740
million over the
forecast period)
 
Minister of Health
pa e:   + $10m
+   for combined
pharmaceutical budget
& mental health ring-
fence (total $2436
million over the
forecast)
 
The Vote team
recommends fully
funding the DHB cost
pressure at  per
annum and

 (total
)

·         Note that
reducing the
DHB cost
pressure amount
to 

(as per
draft package) is
a form of scaling

·         Note that the
combined
pharmaceutical
budget and
mental health
ringfence can be
considered as
part of the DHB
cost pressure
funding

 
Scaling this bid has the
following risks:

·         A higher level of
combined DHB
deficits: if
funded at the
Minister of
Health’s package
level, 

 We recommend that
you:
 

1)      Agree to
include the full
DHB cost
pressure
( ) in the
next iteration of
the package
(Treasury
recommended);

Agree/disagree

OR

2)      Increase the
deficit support
bid by the
amount the cost
pressure bid is
scaled, and
reduce the
health capital
envelope
funding by this
amount; and

3)      Discuss with the
Minister of
Health options
for moving to a
more
sustainable DHB
sector
(TR2019/447
refers) and
whether to
announce these
at Budget 19;
and

4)      Discuss with the
Minister of
Health the
appropriate
level of deficit
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, based
on modelling of
DHB planned vs
actual spend
over the last few
years

·         A greater need
for deficit
support, and a
high level of risk
of the DHB
sector running
out of cash, if
sufficient deficit
support is not
available

·         Incentives for
DHBs to be
financially
sustainable may
be reduced as
some DHBs
increase their
reliance on
deficit support
from population-
based funding.
This may also
raise the
potential for
inequity in
funding levels
for the
populations
served by
different DHBs.

If this bid is scaled, we
recommend:

·         Providing a
greater level of
deficit support
(  if the
Minister of
Health’s package
amount is
funded), and
reducing the
other Health
capital spend by
the
commensurate
amount. Note

support [33]
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that the
relationship
between reduced
cost pressure
funding and
increased need
for deficit
support is not
1:1 as DHBs are
expected to use
cash from their
balance sheets
before receiving
deficit support.
However, the
relationship is
trending in the
direction of
being 1:1 as
sector cash
positions weaken
over time.

·      

 
We also recommend:

·         That you discuss
actions to move
towards a more
sustainable
health sector
with the Minister
of Health
(TR2019/447
refers) and
whether it is
appropriate to
announce these
at Budget 2019.
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Health Disability
Support
Services –
various
bids

Current draft package:
$543.384m / forecast
period
Disability support
services: 
Funding shortfall to DSS
due to IBT: 
In-between travel
increase for 2019
minimum wage increase:
$23.024m
 
Minister of Health
package: $463.024m
total cost pressure +
$152.976m
discretionary funding
Disability support
services: $280m
Funding shortfall of DSS
due to IBT: 
In-between travel
minimum wage increase:

The Vote team
recommends fully
funding the non-
discretionary DSS cost
pressures ( ),
ahead of more
discretionary funding

·         Note we also
recommend
funding the
family funded
care initiative as
the intention to
carry out the
policy change
has been
announced and
there are legal &
fiscal risks to the
Crown if
unfunded.

 
Scaling the DSS cost
pressure bids has risks:

·         Either service
levels will need
to reduce, or
there will be
significant
unappropriated
expenditure
(2018/19
overspend of

  We recommend that
you:

1)      Agree to the
expected
overspend in
18/19 (minus
any that can be
managed
through Vote
Health baseline
adjustments) is
fully funded at
Budget 2019

 
Agree/disagreee
 

2)      Note that we
will provide
additional
advice on the
the savings
options and the
forecast
overspend
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$100m forecast
– some managed
through baseline
updates)

·         The bid was
already net of
$51m assumed
savings
initiatives. If
Ministers choose
not to progress
any savings
initiatives, there
are likely to be
overspends even
at fully funding
the cost
pressures. To
date, Ministers
of Health have
been unwilling
to implement
savings
initiatives.

 
You have requested
further advice on the
possible savings
initiatives and we are
working with the
Ministry of Health on
this.
 

Health Capital
Capability

Current draft package:
 over forecast

period
 
Minister of Health
package: $20m over
forecast period
 
Vote team recommends
this initiative is fully
funded

·         Note that
Treasury
estimated that

 per
annum would be
required to best
implement this
initiative, and
the bid
submitted was
already scaled to

 per
annum.

·         Note this
initiative has a
different role to

  Agree to fully fund this
to support system
change
 
Agree/disagree
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the National
Infrastructure
Unit (NIU). This
is focussed on
developing a
pipeline view of
NZ infrastructure
investment and
engaging with
the construction
industry to
deliver these
investments.

·         The proposed
Health initiative
seeks to develop
and implement
national
standards for
Health
infrastructure as
well as support
and monitor
DHBs’
infrastructure
investment.

 
Scaling this bid is likely
to have the following
risks:

·         Ineffective,
slower, or
inefficient
delivery of the
$3 billion health
capital
investment.

·         Lower the
quality/capability
of staff and
therefore
narrower scope
to improve
investment
management.

·         Flow-on to
increased capital
costs per
project.

·         International
and local
evidence of the
possibility of
saving costs
exists.
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Health Mental
health
package

At the Health bilateral,
the Minister of Health
proposed a mental
health package of 

 over the forecast
period (for Vote Health
initiatives only). This is
significantly higher than
what is currently in the
draft package.
 
Current draft package:

 over
forecast period
This package is split
between following two
areas:

·         Acute services
(  million over
forecast period).
This includes
support for
specialist
services facing
demand
pressures such
as forensics,
pregnancy and
parenting
support and
alcohol and drug
related services.

·         Primary and
community
mental health
($164 million
over forecast
period). This
package
focusses on
those with mild-
to-moderate
mental health
needs and
includes funding
for primary
mental health,

Up to

over
forecast

period
   
million

per
annum)

- We don’t support
national expansion of
the primary mental
health initiative,
however there are 3
options if you would like
to consider further
investment in the
mental health package.
Please indicate your
preferences.
 

·         Option 2
(Treasury
recommended):
wellbeing and
mindfulness
programme,
additional

over forecast
period.

·         Option 3
(Treasury
recommended):
expand SBHS to
decile 5 schools
contingent on
evaluation of
current decile 1-
4 programme,
additional
$18.905m over
forecast period.
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digital and
telehealth
services (e.g.
1737), suicide
prevention and
school based
health services.
This package
includes
expansion of the
ProCare primary
mental health
model to 6 more
sites where
there is evidence
of high need.

 
Note: the draft package
compares to 

 over the forecast
period supported by the
Treasury Vote team

. Options for adding
initiatives to the package
are listed below.
 
Minister of Health’s
mental health package:

 over
forecast period
The biggest component
of this package is the
national roll out of the
ProCare primary mental
health model, phased in
over 5 years (
over forecast period),
compared to six more
sites. We don’t support
rolling this out nationally
at this point for the
following reasons:

·         Workforce
risks: the
initiative
requires multi-
disciplinary
teams in GP &
other
community
settings, which
include mental
health clinicians
and peer
support/youth

 
If you would like to
target a package of 

 over the forecast
period for mental
health, we recommend
this is done across
portfolios and includes
the expected increase in
the mental health ring
fence from the DHB cost
pressure. The 
can be broken down
into the following:
 

 
*note this is an
indicative figure and
assumes that DHB cost
pressure initiative is fully
funded
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workers. Given
the current
workforce
constraints
across the
Health and
wider social
sector, there are
implementation
risks with a
national roll out.

·         System
settings: rolling
out the model to
all GP practices
represents a
significant shift
in system
settings ahead
of the Health
and Disability
Sector Review.

·         Expansion of
the primary
mental health
model could be
considered in
future Budgets,
allowing a
clearer
understanding
of workforce
demand and
supply.

 
New initiatives have
been added to the
Minister of Health’s
mental health package.
We are engaging with
the Ministry of Health to
understand and assess
these.
 
If you decide to increase
the investment in
mental health, we
recommend these be
considered as additions
to the draft package:

·         Option 1*:
rolling out the
wellbeing and
mindfulness
programme



 to all
primary and
intermediate
schools, along
with on-the-
ground
coordinators.
There is some
funding already
included for this
in the draft
package, so
additional
amount would
be 

over the
forecast period.

·         Option 2*:
expanding
school based
health services
(SBHS) to decile
5 schools.
Currently the
draft package
only includes
funding to
improve the
nurse to student
ratio for decile 1-
4 schools,
workforce
development
and evaluation.
This will be an
additional

over the
forecast period.
Our Vote team
advice is that an
evaluation of the
current
programme
should be
completed
before
considering any
further
expansions. If
funding is
provided we
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would
recommend this
is contingent on
an evaluation (or
the evaluation is
completed in
parallel).

·    

 
*note numbers are
indicative and still need
to be confirmed with
MoH, therefore may
change
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