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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] 9(2)(a) - to protect the privacy of natural persons, including deceased people 
  
[2] 9(2)(f)(iv) - to maintain the current constitutional conventions protecting the 

confidentiality of advice tendered by ministers and officials  
 
[3] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and 

frank expression of opinions 
 
[4] 9(2)(b)(ii) - to protect  the commercial position of the person who supplied the 

information or who is the subject of the information 
 
[5] 9(2)(k) - to prevent the disclosure of official information for improper gain or 

improper advantage 
 
[6] 9(2)(j) - to enable the Crown to negotiate without disadvantage or prejudice 
 
[7] 6(a) - to prevent prejudice to the security or defence of New Zealand or the 

international relations of the government 
 
[8] 9(2)(h) - to maintain legal professional privilege 
 
[9] 6(c) - to prevent prejudice to the maintenance of the law, including the 

prevention, investigation, and detection of offences, and the right to a fair trial 
 
[10] 9(2)(d) - to avoid prejudice to the substantial economic interests of New 

Zealand 
 
[11] 9(2)(i) - to enable the Crown to carry out commercial activities without 

disadvantage or prejudice. 

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, an [8] 
appearing where information has been withheld in a release document refers to section 
9(2)(h). 

In preparing this Information Release, the Treasury has considered the public interest 
considerations in section 9(1) of the Official Information Act. 



Date: 15 September 201 0 ST-4-2-2 

To: Minister of Finance 
THE TREASURY 

AIDE MEMOIRE: A SAVINGS TARGET FOR BUDGET 2011 Kaitohutohu Kaupapa Rawa 

The purpose of this note is to test your appetite for a savings target in Budget 2011. At 
Fiscal Issues, we would like to discuss with you: 

1. Whether a savings target could play a role in Budget 2011 and, if so, 
2. The potential base to which that target could be applied. 

lt would be useful to obtain an in principle view on the use of savings targets before 
reporting on more detailed design choices around particular targets. 

Objectives of savings target 

A savings target could: 

a) help you meet your fiscal strategy 
A savings target would help ensure that savings occur although not specify the 
exact nature of those savings. 

b) incentivise efficiency and effectiveness improvements in expenditure to achieve 
• efficient administrative and support services and functions 
• efficient front-line services 
• less ineffective back-office and front-line programmes (service change) 

Main design options for savings target 

There are many options on how a savings target could be designed and implemented. 
The table below outlines the main choices for key features of a savings target. 

Savings Targeted baseline Target Approx. Pros Cons 
Target level maximum 
options options savings 
Option 1 All public and non- 3% $70m • Good information base • Coverage and incentives to 
Administrative public service that indicates some lov. find efficiencies limited to 
and Support departments, Crown value spending A&S services 
(A&S) Services agents and other • Lower risk of service • Hence, does not fully 

Crown Entities 5% $117m failure incentivise capital use 
excluding DHBs, • Relatively simple to efficiency improvements 
schools and Tertiary administer (excludes capital charge) or 
institutions • Demonstrates 'quick efficient frontline services 

wins' from BASS • Risk of debate around exact 

process definition of A&S 

• Could be difficult to assess 
the nature of the savings 

Option 2 All departmental 1% $125m • Relatively simple to • Some inconsistency in 
Departmental appropriations for all administer treatment of "front-line" and 
expense Votes • Consistent with focus "back-office" services 
appropriations 2% $250m on core government • Does not lead to efficient 

administration "front-line" services 

• Coverage limited- captures 
3% $375m part of A&S services and 

includes some front-line 
services 
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Option 3 

All 

departmental 

and non-

departmental 

output and 

other 

expenses  

All output and other 

expenses for all 

Votes except areas 

which we expect to 

grow (non-

departmental health 

and education 

expenditure)  

1% $250m • Incentivises efficiency 

and effectiveness gains 

across large service 

area 

• Largest potential 

savings level 

• Consistent with 

responsibility model for 

Chief Executives 

• Most complex design options

• Greatest risk of service 

failure 

• Potentially high 

administrative cost as the 

number of appeals 

(particularly for other 

expenses) could be high 

• Excludes largest spending 

areas (health & education) 

but pressure could be 

replicated through tight 

budget constraint 

2% $500m  

3% $750m 

 
A savings target could also be adopted for longer than one year.  This would help drive 
culture change around improving efficiency across the public sector. If a longer-term 
target (say three-year) were adopted, we would recommend signalling this up-front so 
departments can prepare and outline how they would meet the target over the period.  
 
The rate should be set at a level that reflects both the amount of savings necessary for 
meeting the fiscal strategy, the level of inefficiency we expect could be found and the 
impact of other government reviews (e.g. spending on policy advice).  The table above 
indicates our initial thinking about a possible range of targets.  
 
Implementing a Savings Target 
 
The Budget process would be the best way to implement a savings target. Agencies 
could be asked to provide information on the savings options and resulting changes 
that would be made to their activities through the BAPs.  To mitigate unforeseen 
effects, an appeals process could be established. 
 
International experience 
 
Many countries are currently embarking on wide-ranging savings exercises. 
 
From 2004 onwards, the UK had a series of reviews and targets to improve efficiency 
within different areas of spending. 
  
Successes and lessons from these reviews include: 

• significant savings have been found 

• agencies need time to plan; and 

• strong enforcement mechanisms are required. 
 
We recommend that you: 
 

1. Agree to consider a savings target as part of Budget 2011. 
 
If you agree to recommendation 1, then:  
 

2. Indicate whether you would be prepared to consider a broad base of 
expenditure for the potential savings target.  
 

3. Note that Treasury will report in more detail on the level and design of savings 
targets by 24 September 2010. 

 
 
                                                                               
David Snell, Acting Manager, State Sector Strategy, Sector Performance           
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