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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: 14 March 2011 ST-4-2-2 

THE TREASURY 
To: Minister of Finance Kaitohutohu Kaupapa Rawa 

AIDE MEMOIRE: COULD WE MOVE EARLIER THAN JUL V 2012 FOR AN 
EFFICIENCY DIVIDEND? 

We have previously indicated that an efficiency dividend would be best applied from 1 
July 2012 to allow: 

• Planning for efficiencies within the next Four-year Budget Plans. 

• Integration of costs to the Crown as employer from pending KiwiSaver policy 
choices and of potential changes to central funding of KiwiSaver and State Sector 
Retirement Superannuation Scheme (SSRSS) contributions. 

• Better estimating the potential and timing for efficiencies arising from all-of
government initiatives such as Servicelink or igovt. 

Announcement in Budget 2011 with implementation from July 2012 will signal 
expectations to departments and encourage agencies to start planning how they will 
manage within lower baselines. 

Earlier implementation is technically possible but there are practical issues given 
timing. The majority of the dividend will need to be implemented no earlier than July 
2012. 

Risks arising from earlier implementation include: 

• This may be perceived as changing the rules of the game very late in the piece. 
Four-year Budget Plans were submitted on 1 December which included agency's 
plans to manage within baselines. 

• Agencies are already dealing with the operational impact of the earthquake - an 
immediate efficiency dividend may complicate their response. 

• Determining the right level for July 2011 is partly dependent on decisions yet to 
be taken on whether to remove the centralised subsidy for KiwiSaver and SSRSS 
employer contributions. 

As discussed at Fiscal Issues earlier today, the annex to this note discusses the 
practical and technical details of implementing the efficiency dividend immediately but 
does not recommend them. 

Treasury's recommendation is for any efficiency dividend to be announced in Budget 
2011 and apply from 1 July 2012. 

[1 1 
David Wood, Deputy Secretary, Sector Performance, [1] 
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ANNEX: IMPLEMENTING AN EFFICIENCY DIVIDEND FROM JULY 2011 

 
Agencies need as much warning as possible 

If a proportion of an efficiency dividend were to be applied in from July 2011... 

• There is very limited time for agencies to properly plan how they will manage with 

lower baselines or where the savings will be found.  A lower initial dividend would 

help manage this risk.  

• The most practical implementation would be to apply changes arbitrarily to 

baselines and allow agencies to readjust their baselines after the budget (i.e. in 

OBU).  

• Financial recommendations are due with Treasury on 24 March.  Departments 

have limited time to incorporate changes into financial recommendations, 

estimates and SOIs.  

For the remaining proportion of an efficiency dividend that is applied from July 2012... 

• The more time available to agencies to plan the better.  

• Signalling the remaining efficiency dividend on Budget day (via the FSR) will give 

agencies sufficient time to plan and implement necessary changes. 

Practicalities and technical details of releasing money from baselines from July 
2011 

 What 

• An initial saving of 2% would release approximately $80m of savings; a minimum 

of 0.5% approximately $20m.  

• Savings of less that 1% would not provide a meaningful level of savings given the 

effort involved.   

 

How 

• A top down adjustment applied to one appropriation per Vote would be the 

easiest practical way of removing $$ from baselines.  

• Step by step, this would require 

1. Departments to submit additional recommendations to reduce baselines by 

24 March so that changes could be incorporated in the estimates.  

2. Estimates will be signed off by Vote Ministers on 7 April.  

3. Financial recommendations will be approved by Cabinet on 11 April. 

• Alternative options include 

− Adjusting departmental appropriations within the efficiency dividend base 

by the level agreed. This would generate significantly more 

recommendations to process.  We do not recommend it.   

− No changes to appropriations now but adjust forecast expenditure 

downwards.  As departments would still have the authority to spend at a 

higher level under this option we do not recommend it.  

• Implement options to improve financial flexibility options to help agencies 

manage. Cabinet decisions would be needed post-Budget (could be made by 1 

July) to give departments greater flexibility.  
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Summary of available options 

 

 Budget 2011 Budget 2012 
Preferred: Immediate 
announcement, with 
Implementation from 1 
July 2012 

• Announce an efficiency 

dividend of 3% or 6% in 

Budget 2011 to be 

incorporated in agencies from 

1 July 2012.  

• Treasury begins to identify 

which agencies are subject to 

an efficiency dividend and at 

what level, including agencies 

to be excluded.  

• Departments begin planning to 

manage within lower 

baselines. 

• Four-year Budget Plans 

show how an efficiency 

dividend will be 

delivered.  

• An appeals process is 

set up for agencies who 

wish to argue for 

phased implementation 

or a lower rate.  

• All changes to 

baselines agreed by 

Cabinet.  

Alternative: Immediate 
early Implementation, 
with full implementation 
from 1 July 2012 

• Announce an efficiency 

dividend of 3% or 6% in 

Budget 2011, with a lower 

amount to apply from 1 July 

2011.  

• Identify agencies to be 

excluded. 

• Reduce one departmental 

appropriation for each Vote by 

the required amount so 

financial recommendations 

and Estimates can be 

produced.  

• Changes can be made to 

appropriations post-Budget as 

necessary.  

• Treasury identifies the 

rates for each 

department over and 

above the initial 

amount. 

• Four-year Budget Plans 

show how agencies will 

deliver the remaining 

dividend.  

• Issues are directed to 

an appeals process. 

• All changes to 

baselines agreed by 

Cabinet. 

 
 


