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Budget Report: Four-year Budget Plan Analysis 

Executive Summary 

Budget Ministers are meeting on 15 December to discuss the Four-year Budget Plans. This 
report provides you with the Treasury’s assessment of the Budget Plans and a suggested 
course of action for each Vote. A one-page summary of all our recommendations is attached 
to this report (Annex Four). 

The quality of the Budget Plans was mixed. It is clear that some agencies are thinking hard 
about what actions they will need to take to manage pressures and deliver priorities within 
current baselines over the next four years. However: 

• agencies that were not allocated any funding from the operating allowance have 
submitted operating funding requests of up to                                   and 

• most of the larger sectors’ plans (Health, Education and Justice) did not address many 
of the critical issues that will put them on a more fiscally sustainable footing. 

We have proposed one of the following for each Budget Plan: 
 
a accept the Budget Plan as submitted; 

b refer the Budget Plan to the agency for resubmission by 10 February; or 

c accept the Budget Plan except for specific proposals that either warrant consideration 
by Cabinet, require submission of a capital business case, should be declined, or 
should be referred back to the agency for resubmission. 

Once agencies have resubmitted their Budget Plans in February we will report to Budget 
Ministers with a full assessment of all unfunded proposals and advice about how to manage 
the associated fiscal pressure. The Senior Executives Group will also contribute to the 
assessment of these remaining proposals.  
 
To manage the expected funding pressures we recommend that the current work underway 
to identify expenditure savings within Votes seeks savings greater than the currently planned 
$300 million. If it is not possible to identify savings options to fund the proposals then they 
will either need to be declined or paid for by reducing the Budget 2011 contingency for 
between Budget spending. 
 
Following your meeting on 15 December, we will prepare letters for the Minister of Finance to 
send to all Vote Ministers informing them of the decisions that are relevant to their Vote(s). 
We expect these letters will be sent prior to Christmas. 

[2]
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Recommended Action 

We recommend that you: 
 
a accept the following Four-year Budget Plans which seek no additional funding:  

 
Arts, Culture and Heritage Office of the Clerk 
Commerce Pacific Island Affairs 
Conservation Parliamentary Counsel 
Consumer Affairs Racing 

Education Review Office Senior Citizens 

Fisheries Sport and Recreation 
Ministerial Services Treaty Negotiations 

National Archives Women’s Affairs 
National Library  

 

 

 

agree/disagree 

 

b refer the following Four-year Budget Plans back to the agencies for further work and 
resubmission by 10 February 2010, because they: 

• seek new funding without outlining options for how pressures could be absorbed 
within baselines; and/or 

• do not appear to be aligned with Government priorities; and/or 

• fail to address some major risks in the Vote; and/or 

• omit key information so we are unable to make an assessment of the Plan’s merit 
(eg financial information or a clear explanation of proposed changes); 

ACC Immigration 

Education (including Tertiary) Local Government 
Emergency Management Labour 
Employment Official Development Assistance 
Energy Research, Science and Technology 
Foreign Affairs and Trade Tourism 
 

agree/disagree 

 
c accept the Four-year Budget Plans for the following Votes except for the specific 

actions included in recommendations (d), (e), (f) and (g) that either invite the 
submission of papers for Cabinet consideration, require business cases, include an 
element that we recommend be referred back to the agency or include an element that 
we recommend be declined now: 

 
Climate Change Parliamentary Service 
Communications Security and Intelligence Revenue 

Customs Security Intelligence 
Defence Social Development and Youth Development 
Defence Force State Services 
Environment  Statistics 
Finance Transport 
Housing Veterans’ Affairs – Defence Force 
Lands Veterans’ Affairs – Social Development 
Internal Affairs  
 

 

 
agree/disagree 
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d invite the responsible Vote Ministers to bring the following proposals to Cabinet for 
consideration before 14 March 2011: 
 

Vote Proposal 

Environment AND 
Climate Change 

• The Freshwater Remediation Fund proposal (as part of the wider water 

reform work program) 

Finance • The following two BASS-related Cabinet reports, which should include 
options for funding the programmes from within baselines: 
o BASS detailed business case (February 2011) 
o Property management centre of excellence (March 2011) 

Housing • The Social Housing Partnership Proposal (to consider funding options) 

Internal Affairs • The i-Govt proposal 

Social 
Development AND 
Youth 
Development 

• Supporting Better Youth Employment Outcomes 

• Supporting the Protection and Well-Being of our Most Vulnerable 

Children 

Statistics • The Statistics 2020 business case which proposes providing 
approximately $14 million per annum for 10 years in new funding to 
transform the business                                                 
     

                    
              

                                          

 
agree/disagree 

 
e invite the responsible Vote Ministers to submit either detailed proposals or business 

cases as appropriate to the Minister of Finance by 8 February 2011 for the following 
proposals: 

 
Vote Proposal 

               
             
             

                                 

Customs • SmartGate, including: 

- options for managing the operating component of this proposal within 

baselines 

- further information on what the implications for passenger waiting 

times would be if no additional SmartGate terminals were provided 

                                     

                                

                                       
Finance If it is considered that costs will eventuate in Budget 2011: 

                         

• Costs associated with the Protected Land Agreement with Landcorp 
Farming Limited 

                                                            
Lands • The capital injection to cover the decrease in third-party revenue  
Parliamentary 
Service 

• Maintenance of Parliament Buildings 

        
 

                                    

                         

         
             

                              

[2]

[2]

[7]

[2]

[2]

[2]

[2]

[7]
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Transport • Wellington Metro Rail  

• Joint Venture Airport Funding 

• Note that a proposal will be presented to Cabinet on the KiwiRail 
Turnaround plan in February/March 

 
agree/disagree 

 
f Refer the following proposals back to agencies for resubmission by 10 February 2011: 

 
Vote Proposal 

                                                                 
Housing • The proposals relating to Community Group Housing and the Tamaki 

Transformation Programme                                         

                                                                 

                                         

 
agree/disagree 

 
g decline the following specific proposals in Four-year Budget Plans: 
 
Vote Proposal 

                                                                             

                  

Finance • IMF financing commitments and                                   
                         these can be deferred until future Budgets 

              
        
 

                                                                      
                                  

                                                              
State Services • Increase User Charging for Gateway Reviews 

• Note that the effect of the recommendation above is that the level of 

savings in Vote SSC will reduce 

                    
                   
              
                 
            

                                                                         

                                                  

 
agree/disagree 

 

Health 

h invite the Minister of Health to report back to Cabinet by February on the key 
pressures and risks in the Health sector and how these pressures will be managed 
within the Vote; 

agree/disagree  

 

Justice Sector 

i accept the Budget Plans for Votes Police, Serious Fraud and Corrections; 
 

agree/disagree 

[2]

[2]

[2]

[2]

[2]

[2]
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j accept the Budget Plan for Vote Attorney-General except for the proposed capital 

injection which is to be funded within the Justice sector allocation; 
 

agree/disagree  

 
k refer the Budget Plan for Votes Courts and Justice back to the agency for 

resubmission on 10 February to incorporate the $4.5 million capital injection in Vote 
Justice within the Justice sector allocation, and incorporating any changes that may be 
requested following Cabinet Domestic Policy Committee consideration of the Minister 
of Justice’s Paper: ‘Proposals for Managing the Cost of Legal Assistance in the Justice 
Sector’ on 15 December; 

 
agree/disagree  

 
l direct the Justice sector agencies to submit a joint Justice sector plan on 10 February 

which has a final allocation across Votes incorporating legal aid and all capital costs, 
and maps out a strategy for how the sector will be able to manage within baselines 
over the forecast period; 
 
agree/disagree  

 

Other Issues 

 
m note the following proposals are referred to, but not included, in Budget Plans and 

proposals to Cabinet for funding are expected in early 2011: 
 

Vote  Proposal 

Agriculture and Forestry, 
Biosecurity AND Food 
Safety 

• Irrigation Investment 

                                                                               
                                                        

 
n accept the Four-year Budget Plan for Vote Prime Minister and Cabinet                

                                                                                   
                                                                                      
                                  

 
agree/disagree  

 
o note that the Minister for Communications is seeking additional capital funding for 

Ultra-fast Broadband, and that the amount to be funded in Budget 2011 will depend on 
negotiations currently underway; 

 
p invite the Minister of Economic Development to report back on options for using 

funding set aside for the Square Kilometre Array and International Funds Domicile 
Project proposals if that funding is not required for those projects; 

 
agree/disagree  

 

 

 

 

 

[2]

[7]
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Support Parties 

 
q                                                                                     

                                                                            
                                  
 

r                                                                                     
                                                                                  
                                                    
 
agree/disagree 

 
s note that the Treasury expects the Minister Responsible for Whānau Ora and the 

Minister for the Community and Voluntary Sector to submit funding bids in Budget 
2011; 
 

t defer any decisions about funding for the Community and Voluntary sector and 
Whānau Ora until February/March as the Budget package is finalised; 

 
agree/disagree 

 

Next steps 

 
u note that following further work by agencies and Cabinet consideration of some 

proposals there are likely to be some proposals considered high priority which will 
require new funding; 
  

v agree that the current process to identify savings should identify more than the 
currently planned $300 million to provide options for managing unfunded operating 
pressures; 
 
agree/disagree 

[2]

[2]
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w note that if it is not possible to identify savings options to fund the proposals then they 

will either need to be declined or paid for by reducing the Budget 2011 contingency for 
between Budget spending; 
  

x note that, following your meeting, we will prepare letters for the Minister of Finance to 
send to all Vote Ministers informing them of the decisions that are relevant to their 
Vote(s); 
 

y agree to meet in the week of 21 February to consider options to address remaining 
operating and capital pressures. 

 
agree/disagree 

 
 

 
 
 
 
 
 
Colin Hall 
Manager, Fiscal Management 
for Secretary to the Treasury 
 
 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 



Budget Report: Four-year Budget Plan Analysis 

Purpose of Report 

1. Budget Ministers are meeting on 15 December to discuss the Four-year Budget Plans. 
This report provides you with the Treasury's assessment of the Budget Plans and a 
suggested course of action for each Vote. 

Background 

2. Four-year Budget Plans are a means for agencies to show how they will manage cost 
pressures over the next four years, deliver Government priorities and identify areas of 
low priority spending. 

3. The Budget Plans were due on 1 December to allow time for Cabinet to consider any 
major policy proposals. Making decisions about the Budget Plans now means that 
Cabinet will be able to focus on the major issues arising in the Budget Plans in the 
February-March period next year, prior to the finalisation of the Budget package in 
April. 

4. The diagram below shows an overview of the 2011 Budget process: 

Budget 
Development of 4- Ministers Calbinet considers maJor policy p d . 

ro uct1on 
year Budget Plans cons,1der proposals 

4-year plans 

i ·r t i r 
260ct2~1!) l Dec 15Dec A:pril2o1l May 

cabinet agrees 4-year Budget Minist.e;s Frn.al Budget Budget 
overa ll Budget Budget meet to d iscuss cabi net paper Day 

st:rategv Plans due 4year Budget 
Pl.ans 

Quality of the Four-year Budget Plans 

5. We focussed on the following issues in making our assessments of the Four-year 
Budget Plans. We looked at whether they: 

a outline a realistic plan for how agencies will manage within baselines over the 
next four years; 

b balance to zero or fit within assigned allocations; 

c align with Government priorities and offer good value for money; 

d identify the lowest priority areas of spending. 

6. The quality of the Budget Plans submitted to the Minister of Finance was mixed. lt is 
clear that some agencies are thinking hard about what actions they will need to take to 
manage pressures and deliver priorities within current baselines over the next four 
years (for example, Votes Agriculture and Forestry, Education Review Office, 

BR2010/24 : Four-year Budget Plan Analysis Page 9 
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Conservation and Housing).  

7. However, most of the larger sectors’ plans (Health, Education and Justice) did not 
address many of the critical issues that will put them on a more fiscally sustainable 
footing. If these pressures are not addressed, it will limit your ability to achieve your 
fiscal strategy. Each of these sectors is discussed in more detail below. 

8. Very few agencies identified their lowest priority areas of spending.  
 
9. This year agencies were required to include capital expenditure in their Budget Plans 

and discuss capital pressures over the next four years, how they could manage these 
pressures, and set out the details of capital proposals seeking new funding in Budget 
2011. Generally, the discussion on capital was of a low quality, with agencies only 
identifying projects that require new funding.  

 
10. We have divided the Budget Plans into three main categories: 
 

a. accept the Budget Plan as submitted: the Budget Plan seeks no additional 
funding and either: 

• is of an acceptable quality; or 

• does not meet quality expectations but because of the small size of the 
Vote (most of which range between $1-60 million) referral back to the 
agency is not warranted; 

b. refer the Budget Plan to the agency for resubmission on 10 February: the 
Budget Plan is of a poor quality because of one or more of the following reasons: 

• it seeks new funding without outlining options for how pressures could be 
absorbed within baselines; 

• it does not appear to be aligned with Government priorities; 

• it fails to address some major risks in the Vote; 

• it omits key information which means that we are unable to fully assess it 
(eg lacks financial information or a clear explanation of proposed changes); 

c. accept the Budget Plan except for specific proposals that require further 
action: the Budget Plan is of a reasonable quality, but there are one or more 
proposals that need to be resolved through one of the actions outlined below: 

• the Budget Plan proposes changes that are significant enough to warrant 
explicit Cabinet consideration; 

• there are capital proposals that need to be considered as part of the capital 
process in February; 

• there are proposals for new funding that should be declined now. 
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Financial Summary 

  
11. The table below is a summary of the financial information that was received in the 

Budget Plans. Unfunded operating initiatives total up to              in the highest 
year. 

 

$m  2010/11 2011/12 2012/13 2013/14 2014/15 
5 year 
total 

Allocated 
funding 

        
216        1,116        1,123          949        1,084         4,488  

Unfunded 
initiatives 

           
                                                                      

Total 

        

                                                                       

 
 
12. If all the recommendations in this paper are accepted, the unfunded pressures will 

reduce by around             per annum. 
 
13. We are also aware of the following funding requests that could arise during the course 

of the Budget but were not included in the Budget Plans: 

Vote Initiative Estimated cost 

Agriculture and 
Forestry 

Irrigation 
Investment 

                                      
                         

         
            

                                           

         
            

           
         

                            

                 
           

                      

                  
               

                                                

Statistics Statistics 2020 $14 million operating per annum and $4 
million capital 

Total                                     

                                      

 

Options for Managing Operating Pressures 

14. The operating allowance has already been allocated by Cabinet so there is currently no 
scope to fund the additional operating cost pressures outlined above in Budget 2011. 

 
15. We expect that following consideration by Cabinet there will be some proposals 

considered high priority which will require new funding. To manage these funding 
pressures we recommend that the current work underway to identify expenditure 
savings within Votes seeks savings greater than the current $300 million target.  

  
16. If it is not possible to identify savings options to fund the proposals then they will either 

need to declined or paid for by reducing the Budget 2011 contingency for between 
Budget spending. 

 

[2]

[2]

[2]

[2]

[2]

[2]
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17. Once agencies have reported back in February we will report to Budget Ministers with 
a full assessment of all unfunded proposals and advice on managing the pressures.  
The Senior Executives Group will also contribute to the assessment of these remaining 
proposals.  

Capital Pressures  

18. Cabinet agreed to a capital allowance of $1.39 billion in Budget 2011. Based on the 
Budget Plans, agencies are seeking a total of                for new capital projects 
over the forecast period.                                                             
              Figure 1 shows a breakdown of pressures by Vote. More detail on the 
major pressures can be found in Annex Two. 

 
19. Business cases for capital initiatives are due to be submitted in February. We will 

report to you once more detailed submissions have been received to seek decisions 
about finalising a Budget package.  

 
 

                                    
 

 

   

   

   

   

    

    

    

    

    

 
  
  
  
 
 

                 

                     

        

                      

     

       

             

       

         

      

                

             

         

                  

 
 

Analysis of Major Sectors 

20. A short summary of the Budget Plans submitted by each of the major sectors is 
provided below. More detailed analysis is provided in Annex Three. 

 
Vote Health 

 

21. The Budget Plan for Health proposes $511 million in new spending in outyears, which 
is funded from its operating allocation ($420 million) and savings found within the Vote 
($91 million). The most significant spending within the package includes $350 million 
for DHBs, $63 million to meet price and demographic pressure in Ministry-managed 

[2]
[2]

[2]
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services, and $88 million for Government priorities (maternity initiatives, electives, 
health of older people, mental health and disability services).  

 
22.                                                                                         

                                                                                     
                                                                                 
                                                                                 
                                                                                   
                                                                                        
                                                                                            
                                         

 
23.                                                                                      

                                                                                        
                                                                                  
                                                                                    
                                                                                          
                    

 
24.                                                                                     

        we recommend that the Minister of Health report back to Cabinet by February 
on the key pressures and risks in the Health sector and how these pressures will be 
managed within the Vote. 

 

Vote Education 

 

25.                                                                                      
                                                                                      
                                                                                       
                                                                                     
                                                                                
            

 
26. The Tertiary Education Budget Plan notes an intention to remain within current 

baselines over the next four years but does not include any financial information, 
making it difficult to judge whether this is a realistic target.   

 
27. Given these issues with both the non-Tertiary Education and Tertiary Education Budget 

Plans, we recommend that they be referred back to the Ministry of Education for further 
work and resubmission on 10 February. 

 

Justice Sector 

 
28. The Budget Plans for the Justice sector demonstrate how the sector can manage until 

Budget 2012, but do not have a medium-term focus on how to manage forecast volume 
growth (and hence cost growth) beyond then.  

 
29.                                                                                             

                                                                         
                                                                                     
                                                                                           
                                                                                       
                                               

 
30.                                                                                    

                                                                                     
                                                                                   

[3]

[3]

[2]
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31. In order to demonstrate what actions need to be taken to reduce volume and cost 
growth in the system so that the sector will be able to managed within its projected 
baselines, we recommend that Justice sector agencies be invited to submit a sector 
plan to the Minister of Finance by 10 February 2011.  

 
Vote Social Development 

 
32. The Ministry of Social Development’s Budget Plan is consistent with the Minister for 

Social Development and Employment’s priorities. The Budget Plan takes a four-year 
view, with most of the focus on                 new initiatives,                         
                                                                                        
                                                                                    
                  We recommend that Cabinet considers proposals relating to the 
following new initiatives, funded from reprioritisation, as it is not clear that some of the 
initiatives are of high priority and there is either no or mixed evidence for many of the 
proposals: 

 
• Supporting Better Youth Employment Outcomes:  

o 3,000 Job Ops places for youth on the Unemployment Benefit for 3-6 months 

and expanding the range of employers participating in Job Ops 

o Continuation of the Limited Service Volunteer programme for                  

            

• Supporting the Protection and Well-Being of our Most Vulnerable Children:  

o Drivers of Crime: Services for Children in Care 

o                                         

o Other initiatives to support vulnerable children and youth                    

                                   Home Instruction Programme for 

Preschool and Youngsters; Parents Inc) 

Other Agencies Seeking New Operating Funding in Budget 2011 

33. The following table outlines all the Votes that are seeking new operating funding. The 
numbers next to the Vote titles indicate where further information is provided in 
annexes 1-2.  

 
Vote Proposal Amount sought 

Customs (2) Operating associated with capital: SmartGate $1.3 million per annum  
            
                  

                                        
            

                                          
                      

                      

          
           

                                               

Finance (2) Better Administration and Support Services                           
Housing (1) Social Housing Partnership Programme                           
Internal Affairs i-Govt                         
Local Govt Repair work to assets at Lake Taupo $0.4 million one off 

[2]

[2] [2]

[2]

[2]
[2]

[2]

[2]
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Maori Affairs (1) • Taumarunui Lease 

                         

                    

                             

                             
                            

              
            

                                            
                         

                     

                                                
                                      
            

                             
                   

Tourism (1) Marketing New Zealand as a tourism 
destination 

                      

                    
                  

                                         
             

                      

 

Next Steps 

34. Following your meeting on 15 December, we will prepare letters for the Minister of 
Finance to send to all Vote Ministers informing them of the decisions that are relevant 
to their Vote(s). We expect these letters will be sent prior to Christmas. 

[2]

[2]

[2]

[2]

[2]
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Annex One: Other Votes Seeking New Funding  
 
Agriculture and Forestry 

The Budget Plan refers to a paper on Irrigation Investment that will be submitted to Cabinet 
in early 2011. We believe the paper may seek new funding of around               If this 
proposal is funded it will need to be met from the Budget 2011 operating allowance or other 
savings. 
 
Statistics 

 

The Vote Statistics Budget Plan includes proposals                                        
                                                                                               
                                                                  Statistics New Zealand 
(SNZ) has also submitted a business case alongside the Budget Plan that provides an 
alternative option seeking approximately $14 million per annum in operating funding for the 
next 10 years as well as a total of $13 million in new capital spending over 10 years          
                 
 
Treasury acknowledges the financial pressures associated with SNZ’s statistical systems 
and aging IT infrastructure.                                                            
                                                                    We recommend that the 
Minister of Statistics be invited to report to Cabinet regarding the business case, as well as 
identifying options for changing the methodology and frequency of future census delivery to 
generate further savings. 
 

Tourism 

 

The Vote Tourism Budget Plan requests             per year in additional funding to continue 
marketing New Zealand as a visitor destination. In our view, there is scope for Tourism to 
explore options for further reprioritisation                                           We 
recommend that you refer the Budget Plan back to Tourism to consider such options.  
 

Housing  

 
The Vote Housing Budget Plan identifies pressures in the Vote across the four year period 
and provides two options for Budget Ministers to consider in response to the 
recommendations of the Housing Shareholders Advisory Group. One option seeks new 
funding of                                      to fund a Social Housing Partnership 
Programme and funding of HNZC’s current Community Group Housing Programme by 
appropriation. The second option is within baselines and provides for a much smaller Social 
Housing Partnership Programme and no additional funding for Community Group Housing. 
 
We recommend that Budget Ministers refer the proposals relating to Community Group 
Housing and the Tamaki Transformation Programme back to the agency to consider options 
to fund these from existing baselines                     and the Social Housing 
partnership Proposal). In addition we recommend inviting the Minister of Housing to submit 
the Social Housing Partnership Proposal to Cabinet to consider whether to provide new 
funding from the operating allowance. We consider that advancing a small scale version of 
the Social Housing Partnership Proposal is unlikely to make any difference to housing 
outcomes. 
 

                                 

 

                                                                                   
                                                                                               
                                                                                      

[2]

[2]

[2]

[2]

[2]

[2]

[2]

[2]

[2]
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Maori Affairs  

 

The Vote Maori Affairs submission includes the following unfunded pressures: 

• $250,000 for Taumarunui Lease Compensation 

                                                                           

                                                                                     

                         

                                     

                                             

                                                                                             
                                                                                         
                                                                                             
                                                                                        
                   
 

[2]
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[2]

[2]



                        
                 

BR2010/24 : Four-year Budget Plan Analysis  Page 18 
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Annex Two: Summary of Capital Pressures in Budget 2011 
 
Broadband: Vote Communications is seeking an additional              for the 
Government’s commitment to ultra-fast broadband.              represents the investment 
required for Crown Fibre Holdings to continue with the rollout of ultra-fast broadband. 
                                                                                    
                                                                                           
                                        
 
Transport: Vote Transport is requesting              from the capital allowance. The main 
capital proposal is the second tranche of $250 million for the KiwiRail Turnaround Plan. 
Funding of                also being sought for Wellington Metro Rail. The $137 million 
Tauranga Eastern Link has also been included as Cabinet has previously agreed to fund this 
project from the Budget 2011 capital allowance. 
 
                                                                                         
                                                                                         
                                                                                          
                                                                                             
                                                                                     
                                                                                     
                                                                                 
 
                                                                                         
                                                                                      
                                                                                          
                                                                                             
                                       
 
                                                                                        
                                                                                                
                                     
 
Health:                                                                                  
                                                                                            
                                                                                              
                                                                                              
                                                                                       
                                                                                      We 
recommend that you invite the department to further discuss the size of the capital envelope 
as part of the wider Cabinet discussion on the Health sector in February-March 2011. 
 
Other: There are also a number of other Votes seeking smaller amounts of new capital 
funding in Budget 2010: 

• Customs 

• Finance 

              

• Local Government 

• Parliamentary Service 
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Annex Three: Analysis of Major Sectors 
 
Vote Health 

 
The Ministry of Health’s Budget Plan is summarised in Figure 2: 
 

Figure 2: Vote Health Four-year Budget Plan 
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The most significant spending items within the package are: 

• funding to meet price and demographic pressure in Ministry-managed services 
($63 million) 
 

• maternity quality and safety initiative ($10 million)  
 

• electives (various initiatives totalling $20 million)  
 

• health of older people (dementia) initiative ($10 million)  
 

• mental health blueprint funding ($10 million); and disability support services 
(contracting) initiative ($20 million) 

 
The savings found within the Vote total $91 million in 2014/15. Almost all of these savings 
are the result of funding freed up by removing duplicated or unnecessary services, removing 
funding provided in excess of uptake levels, efficiency gains with nil or marginal impacts to 
service coverage and quality, removing unallocated funding or removing funding associated 
with time-limited projects that have ceased. 
 
                                                                                            
                                                                                           
                                                                                      
                                                                                       
                                                                                              
                                                                                              

[3]
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The main fiscal risk facing Vote Health in 2011/12 is that DHB deficits will exceed the 
budgeted level of deficit provisioning. The main risks to DHB deficits are: 

                                                                                  
                                                                                      
                          

• resources freed up by reprioritisation and productivity improvements will be less 
than planned, or will be consumed by other activity (e.g. responding to changes in 
Government’s health targets, or meeting unplanned and demand-driven health 
pressures) rather than flowing through to DHBs’ bottom line financial results.  

                                                                                        
                                                                                     
                                                            

 
                                                                                        

                                                                                
                                                                              
                                                                                       
                                                                           

 
While the four year plan balances to the $420 million allocation agreed by Cabinet,    
                                                                                               
                                                                                              
                                                                                             
                                                                                            
 
Vote Education 
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Regarding schooling, the Budget Plan makes references to: 
• a more networked approach; 

• sharing knowledge about what works, supported by the investment in the 
Broadband in schools programme; and 

• strengthening engagement with schools to support and challenge them on what 
actions they are taking to raise achievement. 

[3] 

The Budget Plan for Tertiary Education did not contain enough financial or policy information 
to enable us to make an accurate assessment of the plan. The paper notes an intention to 
remain within the current baselines over the next four years, however, without any concrete 
financial information we are unable to come to a judgement about whether this is a realistic 
target. 

Given these issues with both the non-Tertiary Education and Tertiary Education Budget 
Plans, we are recommending that they should be referred back to the Ministry of Education 
for further work and resubmitted on 10 February. 

Justice Sector 

The Four-year Budget Plans for the Justice sector demonstrate how the sector can manage 
until Budget 2012, but do not have a medium-term focus on how to manage forecast volume 
growth (and hence cost growth) beyond then. 

The Justice sector is projecting increased volumes for all of its activities. Prosecutions are 
forecast to increase, the number of offenders managed in the community is forecast to 
increase (Figure 2), and the number of offenders sentenced to custody is forecast to 
increase (Figure 3). The only part of the system that is forecast to stabilise is the remand 
population. All the other significant cost drivers- those that result in increases in the number 
of incarcerated offenders or offenders managed in the community- are still rising. 

Figure 2: Total Offenders Managed by the 
Community Probation Service 
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Figure3: Prison Population Forecast 
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While volumes in the system are forecast to increase, baselines are forecast to remain flat or 
fall (see Figure 4). To manage within fixed or falling baselines we consider that changes to 
policy settings that will reduce volumes in the expensive, asset-based, parts of the system 
are required. (6i · · · · 
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As can be seen in Figure 4, the proposed allocation by Justice sector Ministers in their 
Budget Plans makes the downwards adjustment path from 2011 /12 to 2012/13 even steeper 
than it currently is. This is caused by providing short-term funding for the Serious Fraud 
Office, the Crown Law Office, and Legal Aid. 

Figure 4: Justice sector baselines and proposed allocation 
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The medium-term issues in the Serious Fraud Office and the Crown Law Office (where 
agencies argue they are inadequately funded) are proposed to be dealt with [2] 

Legal Aid sustainability (i.e. how to manage the 
forecast drop in funding based on the Minister of Justice's proposed legal aid reforms from 
170 million in 2011/12 to 100 million in 2012/13) is not adequately addressed in our view, 
and we advise that the Minister of Justice be invited to bring forward his proposed two stage 
process and report to Cabinet before Budget 2011 with further policy options to constrain 
projected growth in legal aid expenditure. 

With the Four-year Budget Plans, we recommend that the Justice sector Ministers be invited 
to submit a sector plan to the Minister of Finance by 10 February 2011 that demonstrates 
what actions need to be taken to reduce volume and cost growth in the system so that the 
sector will be able to manage within its projected baselines. 

Vote Social Development 

The Ministry of Social Development's Budget Plan is consistent with the Minister for Social 
Development and Employment's priorities to get people into work (especially youth), support 
and protect vulnerable children and families and support communities and NGOs. 

The Budget Plan takes a four year view, although most of the focus is on [2] 
initiatives, which include: 

of new 

• A number of initiatives to be funded from $122 million rinq-fenced for Pathways to 
Partnership [2] 

The initiatives are focussed on two priority 
areas: 
o Supporting Better Youth Employment Outcomes 
o Supporting the Protection and Wellbeing of our Most Vulnerable Children 

• Converting $8 million from the Ministry of Social Development's balance sheet 
into two years' operating funding ($4 million per annum) to reduce the number of 
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historical claims (and their liability). Treasury is supportive of this proposal. We 
expect that in outyears historical claims will be funded from reprioritisation or 
another fiscally neutral source. 
 

• Minister Turia’s Budget proposals.                                              
                                                                  

 
Most of the Social Development initiatives involve policy changes for which further 
development and Cabinet decisions will be required. We recommend that these initiatives be 
referred to Cabinet. At this stage, however, it is not clear that some of the initiatives are of 
high priority and there is either no evidence or mixed evidence for many of the proposals. For 
example, it is proposed to extend and improve the delivery of the Limited Service Volunteers 
scheme (LSV) for another four years, but there is little evidence that LSV is effective in 
improving employment outcomes.                                                 
                                                                                        
                                                                                     
                                                                                             
                                                   
 
The Welfare Working Group will report to government in February 2011 with proposals that 
may have significant funding implications. Decisions on these new initiatives should be made 
in the context of the Welfare Working Group’s report back on welfare reforms. 
 
 

[2]

[2]



BUDGET-SENSITIVE 
N O T  T O  B E  C O P I E D  

 

 

ANNEX FOUR: DECISIONS REQUIRED AT BUDGET MINISTERS’ MEETING ON 15 DECEMBER 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Vote Recommended  Actions 

Agriculture  and 

Forestry, Biosecurity 

AND Food Safety 

• Note that a proposal for Irrigation Investment will be going to Cabinet in early 2011 and any new funding will need to be 

managed within the Budget 2011 allowance. 

Communications • Note that the Minister for Communications is seeking additional capital funding for Ultra-fast Broadband, and that the amount 

to be funded in Budget 2011 will depend on negotiations currently underway. 

Comms. Security and 

Intelligence 

                                                                                                                          

Customs • Invite the Minister to submit a business case for SmartGate in February, which includes options for managing the operating 

component of this proposal within baselines and further information on what the implications for passenger waiting times 

would be if no additional SmartGate terminals were provided. 

Climate Change AND 

Environment 

• Refer the Freshwater Remediation Fund proposal to Cabinet alongside the wider water reform programme. 

Defence                                                                                                                                      

                                                          

                                                                                            

Defence Force • Refer the proposal to strengthen policy and evaluation back to the agency to resubmit on 10 Feb. 

Economic 

Development 

• Invite the Minister to report back on options for using funding set aside for the Square Kilometre Array and International 

Funds Domicile Project proposals if that funding is not required for those projects. 

                                                                                                                                 

                                                                           

Finance • Invite the Minister of Finance to report to Cabinet regarding two unfunded BASS-related projects: BASS detailed business case 

(February 2011) and the Property Management Centre of Excellence (March 2011). 

• Invite the Minister of Finance to submit detailed capital initiatives for                             , Costs associated with the 

Protected Land Agreement with Landcorp Farming Limited                                                                   

• Decline the following capital initiatives for IMF financing commitments                                        

Health • Invite the Minister of Health to report back to Cabinet by February on the key pressures and risks in the Health sector and how 

these pressures will be managed within the Vote. 

Housing • Refer the proposals relating to Community Group Housing and the Tamaki Transformation Programme back to the agency    

                                                         

• Invite the Minister of Housing to submit the Social Housing Partnership Proposal to Cabinet to consider funding options. 

Internal Affairs • Refer the i-Govt proposal to Cabinet. 

Lands • Invite the Minister to submit a proposal on the capital injection to cover the decrease in third-party revenue in February. 

Parliamentary 

Service 

                                                                                                                                      

                                                               

• Invite the Minister to submit a detailed proposal for the capital initiative Maintenance of Parliament Buildings in February. 

Prime Minister and 

Cabinet 

                                                                                                                        

                                                                                   

Revenue                                                                                                                              

                             

Security Intelligence                                                                                                      

Social Development 

AND Youth 

Development 

• Refer the proposals Supporting Better Youth Employment Outcomes and Supporting the Protection and Well-Being of our 

Most Vulnerable Children to Cabinet. 

State Services • Decline the proposal to Increase User Charging for Gateway Reviews. 

• Note that the effect of the recommendation above is that the level of savings in Vote SSC will reduce. 

Statistics • Invite the Minister to report to Cabinet regarding the business case ‘Statistics 2020’. 

Transport • Invite the Minster to submit business cases for the capital initiatives Wellington Metro Rail and Joint Venture Airport Funding 

in February 

• Note that a proposal will be presented to Cabinet on the KiwiRail Turnaround plan in February/March. 

Veterans’ Affairs – 

Defence Force AND 

Social Development 

                                                                                                                             

                                                              

 

ACCEPT BUDGET PLAN EXCEPT FOR SPECIFIC PROPOSALS 
 

 

 

Vote Reason 

ACC The Department ofLabour needs to 

provide more information on the Non-

Earners Account and the potential fiscal 

risks to Vote ACC. 

Education Non-Tertiary:                              

                                          

                                      

                                      

                                        

            

Tertiary: Plan does not contain any 

financial information so proposals cannot 

be properly assessed 

Emergency 

Management 

Proposes seeking a capital injection for 

repair work to Crown-owned assets at 

Lake Taupo,                            

                                            

Employment The priorities and low value activities 

identified in the Budget Plan do not 

provide a clear sense of what will be 

achieved or changed in the vote. 

Energy The Plan is not clearly aligned with 

Government priorities, not all risks and 

pressures are identified,             

                                        

          

Foreign Affairs 

and Trade AND 

Official 

Development 

Assistance 

The Plan would strengthened by: providing 

a focussed, discriminating list of priorities; 

identifying concrete steps that the 

Department proposes to take to meet 

priorities and live within baselines; and 

provide details of the potential level or 

timeframe for delivery of savings from the 

various reviews underway at MFAT. 

Immigration The Plan does not provide sufficient detail 

or viable option about how pressures will 

be managed. 

                                        

                                             

                                  

            

Labour The Plan does not provide sufficient detail 

or viable option about how pressures will 

be managed. 

Local 

Government 

                                             

                                           

                                        

Research Science 

and Technology 

The Plan does not identify low value 

expenditure to fund cost pressures or new 

proposals,                                  

                                     

                                  

Tourism The Plan has not explored all viable 

options to fund the       requested for 

marketing activities. Vote Tourism should 

further explore options that include 

                                      partial 

funding, and reprioritisation. 

 

REFER BUDGET PLAN BACK TO AGENCY FOR 

RESUBMISSION ON 10 FEBRUARY 

 

 

 

Arts, Culture and Heritage Office of the Clerk 

Commerce Pacific Island Affairs 

Conservation Parliamentary Counsel 

Consumer Affairs Racing 

Education Review Office Senior Citizens 

Fisheries Sport and Recreation 

Ministerial Services Treaty Negotiations 

National Archives Women’s Affairs 

National Library  

ACCEPT BUDGET PLANS AS SUBMITTED 

 
 

Maori Affairs 

                                                        

                                                 

                                                  

                                           

                                                   

                                                   

                                                      

                                                     

      

Other Votes 

Note that the Treasury expects the Minister 

Responsible for Whānau Ora and the Minister for the 

Community and Voluntary Sector to submit funding 

bids in Budget 2011. 

Defer any decisions about funding for the 

Community and Voluntary sector and Whānau Ora 

until February/March as the Budget package is 

finalised.  

OUTSTANDING SUPPORT PARTY VOTES 

 

U 

Accept the Budget Plans for Votes Police, Serious 

Fraud and Corrections. 

Accept the Budget Plan for Vote Attorney-General 

except for the proposed capital injection which is to 

be funded within the Justice sector allocation. 

Refer the Budget Plan for Votes Courts and Justice 

back to the agency for resubmission on 10 February 

to incorporate the $4.5 million capital injection in 

Vote Justice within the Justice sector allocation, and 

incorporating any changes that may be requested 

following DOM consideration the paper: ‘Proposals 

for Managing the Cost of Legal Assistance in the 

Justice Sector’ on 15 December; 

Direct the Justice sector agencies to submit a joint 

Justice sector plan on 10 February which has a final 

allocation across Votes incorporating legal aid and all 

capital costs, and maps out a strategy for how the 

sector will be able to manage within baselines over 

the forecast period. 

JUSTICE SECTOR (EX. TREATY) 
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