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EFFICIENCY SAVING FOR BUDGET 2012 

Proposal 

1. This paper proposes introducing an efficiency saving on core government 
administration from 1 July 2012.  

 
2. The intention of the efficiency saving is to help support the Government’s fiscal 
strategy by driving costs out of core government administration while maintaining the 
quality and quantity of services delivered to the public.  When underlying cost 
pressures are taken into account, the efficiency saving will serve as a catalyst for 
making significant changes to business models, rather than just incremental efficiency 
adjustments.  

 
3. The efficiency saving proposed in this paper links with the companion paper 
‘Budget 2011: Making KiwiSaver More Cost-Effective’.  
 

Executive Summary 

4. I propose introducing an efficiency saving that generates up to $203 million per 
annum with the following key design features: 
 

• A differential savings level for agencies based on judgements of: potential 
for productivity improvement, departmental expenditure growth, economies 
of scale and the scale of high volume transactional services performed by 
the agency. 

 
• The saving will impose a permanent reduction to departmental baselines. 
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• The base for the efficiency saving will be Core Government Administration 

(Departmental Output Expenses), as defined for the FTE cap, excluding 
Special Education Services (SES), school property output expenses and 
third party revenue. 

 
• Departments subject to the efficiency saving will be able to claim the cost 

of terminating the central funding of state employer contributions to 
KiwiSaver and the State Sector Retirement Savings Scheme (SSRSS), as 
well as the additional costs imposed by changes to KiwiSaver policy 
settings, toward their efficiency saving. 

 
• The efficiency saving will be applied differently to agencies which have 

undergone or will undergo a specific review; that are subject to an 
alternative efficiency or re-prioritisation process; and the Offices of 
Parliament will be excluded from the efficiency saving.   

 
• Agencies that have not yet banked savings from recent or forthcoming 

mergers, and agencies that have identified efficiency gains in Budget 2011 
may count their savings towards the efficiency saving. 

 
•                                                                            

                                                                   
                                 

 
• Agencies which are excluded from the efficiency saving will still be subject 

to the costs of terminating the central funding of state employer 
contributions to KiwiSaver and the State Sector Retirement Savings 
Scheme (SSRSS), as well as the additional costs imposed by changes to 
KiwiSaver policy settings. 

 
• The efficiency saving will be implemented from 1 July 2012, with the full 

savings of around $200 million to be achieved from that date unless 
otherwise agreed through a process of appeal (relevant baselines will be 
reduced from 2012/13 onwards). 

 
• An appeals mechanism will be available so agencies at risk of service 

failure can make a case for a lower or deferred application of the efficiency 
saving and agencies that need to invest to save can seek a lower savings 
level.  However, this will need to be the exception rather than the rule and 
agencies that defer the efficiency saving would generally be expected to 
identify higher future savings to ensure fairness. 

 
• Responsibility for implementing the efficiency saving will be delegated as 

far as possible to chief executives.  Four-year Budget Plans would be the 
vehicle through which agencies report on how they are delivering on their 
efficiency saving and through which changes to baselines will be approved. 

 

[2]
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5. The efficiency saving with the features outlined above is estimated to release 
approximately $203 million per annum before any charges against it.  Note that these 
numbers are based on the March Baseline Update 2011 and do not pick up any 
Budget 2011 changes.  The actual baselines that will be used to calculate the 
efficiency saving will need to be calculated after Budget 2011.   
 
6. Agencies will be able to claim the costs of changes to KiwiSaver settings and the 
removal of central funding for State sector employer contributions to KiwiSaver and 
SSRSS towards their efficiency saving targets.   

Background 

7. Significant growth in government spending over the last ten years means the 
Government’s operating deficit will reach 8 per cent of GDP this year.  While we have 
already made significant progress in controlling spending growth, there is more to be 
done to achieve a return to surplus.  This is key to the Government lifting national 
savings and reducing our vulnerability.  It is also important to putting New Zealand 
back on a more balanced and sustainable growth path, where economic growth is 
driven by the private sector rather than government spending.  The pressure on our 
fiscal situation has been exacerbated by recent events, including the Canterbury 
earthquake, the Japanese earthquake and Tsunami and rising oil prices from the 
political uncertainty in the Middle East. 
 
8. In this environment, the public sector will be under constant pressure to deliver 
better services for little or no extra money.  We need to ensure that government 
agencies have both the incentives and capability to make the changes needed to meet 
this challenge.  The main intention of an efficiency saving is to support the 
achievement of the Government’s fiscal strategy by stripping costs from core 
government administration without compromising the quality and quantity of outputs 
delivered to the public.  There is strong evidence that this is achievable.   

 
9. At its meeting on 28

th
 March 2011, for example, the Cabinet Business Committee 

considered a report on the Better Administrative and Support Services (BASS) 
Programme and noted that the report's findings show potential cost savings of $236 
million annually by moving agencies below median efficiency to median efficiency; and 
significantly higher savings of $361 million to $425 million each year are possible from 
achieving more aggressive efficiency targets, including international benchmarks [CBC 
Min (11) 5/1 refers].  These figures reflect gross savings before investment costs, and 
are primarily attributable to Crown entities.  Nevertheless, they are indicative of the 
costs that could be stripped out of back office functions before turning to the significant 
productivity gains that can be achieved by reengineering front line services, such as 
the changes being pursued as part of the Service Link programme.  

 
10. In addition to the efficiency saving, agencies must also manage underlying cost 
pressures.  Inflation itself will augment the pressure of the efficiency saving by around 
2% per annum, which culminates over time.  Overall, the efficiency saving will drive 
significant changes to business models across government. 
 
11. The Senior Executives Group (SEG) has seen and commented on the proposals 
outlined in this paper.  Overall, SEG members were supportive of the intention of the 
efficiency saving as well as the broad concept and specific design features.  
 
Key Design Features 
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12. I propose the efficiency saving be focused towards core government 
administration expenditure, be applied to departments at differential rates to ensure 
agency-specific features are taken into account, and be implemented by 1 July 2012.  I 
also propose establishing an appeals process to allow agencies to seek an adjusted 
saving in cases where there is risk of service failure and to enable agencies to offset 
the saving where necessary to fund service transformation projects required to deliver 
savings across the forecast period.  The key design features are discussed in more 
detail below.  

 
A differential saving 

 
13. The efficiency saving will be applied differentially across agencies, with those 
with a greater opportunity and ability to find savings being subject to a higher overall 
efficiency saving.

1
  The efficiency saving is based on a number of considerations: 

 
• a judgement of likely inefficiencies in the system;  

 
• the potential for productivity improvement;  

 
• the proportion of high volume transactional services that an agency has;  

 
• departmental expenditure growth over the past decade; and 

 
• scope for economies of scale. 

 
14. I consider the efficiency saving to be sufficient to lead to both material savings 
and to force agencies to adopt innovations and new business models.     
 
Efficiency saving will be applied to Departmental Output Expenses  
 
15. The initial focus on Core Government Administration reflects the recognition that 
an efficiency saving is a blunt instrument for making changes to front-line services.   
 
16. I propose the base for the efficiency saving be Departmental Output Expenses, 
as defined for the FTE cap

2
, excluding Special Education Services, school property 

output expenses and third party revenue at this stage.  I also propose excluding 
Special Education Services because this expenditure is primarily frontline and school 
property output expenses because most of this expenditure relates to depreciation and 
capital charge on school property.  The FTE cap provides an imperfect definition of 
core government administration for the purposes of the efficiency saving. The baseline 
may need to be refined further to ensure that agencies are treated similarly, for 

                                                
1
 The efficiency saving is being applied to a baseline consisting of departmental output expenses excluding third-party 

revenue.  An efficiency saving of 6% of departmental output expenses excluding third-party revenue will be applied to 
agencies with the greatest capacity to generate savings based on the considerations outlined in paragraph 13 above.  
An efficiency saving of 3% of departmental output expenses excluding third-party revenue will be applied to all other 
agencies.  
2 Core government administration refers to: All Public Service departments (excluding the Community Probation & 
Psychological Service and Prison Service sections of the Department of Corrections, and the Child, Youth & Family 
and Work & Income sections of the Ministry of Social Development); and five selected Crown entities: Housing New 
Zealand Corporation; New Zealand Qualifications Authority; New Zealand Transport Agency; New Zealand Trade & 
Enterprise; and Tertiary Education Commission. While the FTE cap included some Crown entities, these are not 
included in the efficiency saving.  



                 

Treasury:2040059v3                  5 

example, the base for the Ministry of Social Development may be too narrow if Work 
and Income remains excluded.  
 
                                                                              
                                                                                            
                                                                                 
                                                                                        
                                                                                 
                                                                                   
                                                                                
                                                                          

 
                                                                                   
                                                                                 
                                                                              
                                                                                      
                                                                                        
              
 
Application of the efficiency saving – specific considerations 

 
19. There are a number of cases with special considerations, for example:  
 

• agencies that have undergone or will undergo a specific review;  
 

• agencies that have or will be merged; and  
 

• agencies that have identified efficiency savings as part of another process 
as special cases.   

 
20. It would be unfair to target these agencies for efficiency savings twice and in 
many cases the efficiency saving is unnecessary given other processes.  A number of 
special considerations are outlined below.  
 
Agencies identified for specific review 
 
21. I propose excluding the following agencies from the efficiency saving because 
they have been recently reviewed or I am recommending them for specific review: 

 
• The New Zealand Defence Force (recently reviewed); 

 
• Statistics New Zealand (business case recently approved); and 

 
• Department of Corrections (I recommend this agency be subject to a 

separate and more detailed review – more details are below). 
 

[2]
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Agencies that have undergone or will undergo a merger 
 
22. There are a number of agencies that have recently been merged with the 
expectations that savings are to be found.  I propose that all agencies which have 
been recently merged or will soon undergo a merger will be subject to the efficiency 
saving.  
 
23. Those agencies that have already merged and found savings will still be subject 
to the full efficiency saving.  However, they retain the right to appeal should they face 
risk of service failure. This applies to the following cases: 

 
• The merger of agencies into the Ministry for Science and Innovation;  

 
• The merger between the New Zealand Food Safety Authority and the 

Ministry of Agriculture and Forestry; and 
 

• The mergers of the National Library and Archives New Zealand into the 
Department of Internal Affairs. 

 
24. Agencies which have not yet found savings as a result of their merger may count 
the savings from the merger towards their efficiency saving.  This applies in the 
following cases: 

 
• The merger between the Ministry of Agriculture and Forestry and the 

Ministry of Fisheries. 
 
Agencies that are subject to an alternative efficiency saving process 

 
25. The intelligence agencies have been subject to their own efficiency saving and 
re-prioritisation process.  They are not proposed to be a part of the efficiency saving 
process.  
 
26. Given the New Zealand Police’s unique industrial relations environment, the high 
proportion of its total costs represented by staff, and our commitment to maintaining 
levels of front-line policing, I recommend the Police be excluded.            
                                                                              
                                                                                       
                           

 
Offices of Parliament 

 
27. The following Offices of Parliament will also be excluded from the efficiency 
saving because their budgets are determined by Parliament not by the Executive 
(section 26E of the PFA refers): The Office of the Auditor-General, the Office of the 
Ombudsmen and the Parliamentary Commissioner for the Environment.  

 

[2]
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Other agencies that have already identified some efficiency savings 
 

28. As part of Budget 2011, the Ministry of Foreign Affairs and Trade has identified 
$30 million efficiency savings across 2011/12 and 2012/13. As these savings are time-
limited, I propose the Ministry still be subject to an efficiency saving but that this saving 
is counted against it.  
 
29. The table below summarises the agencies that will be treated differently or 
excluded from the efficiency saving.  

 
Reason for different treatment Agency 

Exclude agencies that will be or are 
proposed to be subject to specific 
review  

New Zealand Defence Force 
Statistics New Zealand 
Department of Corrections 

Exclude Offices of Parliament whose 
budgets are determined by Parliament 

Office of the Auditor-General 
Office of the Ombudsmen 
Parliamentary Commissioner for the 
Environment 

Exclude agencies that are subject to 
an alternative efficiency or re-
prioritisation process 

Government Communications Security 
Bureau 
New Zealand Security Intelligence 
Service 
New Zealand Police 

Savings from mergers that have not 
yet been banked can count as part of 
the efficiency saving 

Merger between the Ministry of 
Agriculture and Forestry and the 
Ministry of Fisheries 

Savings identified in Budget 2011 can 
be counted towards the agency’s 
efficiency saving 

Ministry of Foreign Affairs and Trade 

 
Costs of KiwiSaver and SSRSS contribute to the efficiency saving 

 
30. All agencies that are subject to the efficiency saving will be able to claim the cost 
of the removal of central funding for KiwiSaver, including from the change in KiwiSaver 
settings, and SSRSS toward their efficiency saving.  In practice, this represents a ‘first 
tranche’ of the efficiency saving for agencies that fall within the scope of the efficiency 
saving.  
 
31. Entities that are not subject to an efficiency saving will still need to absorb the 
cost of the KiwiSaver and SSRSS changes as a de facto equivalent to the efficiency 
saving.  
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Implementation from 1 July 2012 
 

32. Recognising that some changes to improve efficiency will take time to implement, 
I propose allowing some flexibility around when agencies achieve the full savings by 
way of an appeals process (outlined in more detail below).  This flexibility may allow 
agencies to make savings in more effective ways, including consideration of cross-
agency solutions that may take longer to develop and generate efficiencies.  However, 
agencies that are granted flexibility in the timing of the efficiency saving will need to 
face a higher efficiency saving so as not to penalise those who stick to the timeline.  
 
33. This would mean that departments which do not appeal would need to find the 
full savings no later than 1 July 2012.  Through the appeal process, agencies will be 
able to negotiate a lower or phased implementation where the agency faces risks of 
service failure. The appeals process will also enable agencies to seek an alternative 
phasing of the efficiency saving in cases where an agency may need to invest in order 
to save.   

 
34. While it would be difficult and risky to implement savings across the board earlier 
than 1 July 2012, some agencies may be able to find savings earlier.  I have asked the 
Secretary to the Treasury to send a letter to chief executives outlining key features of 
the efficiency saving and encouraging them to make earlier savings if possible.  
 
An appeals mechanism 

 
35. I propose establishing an appeals mechanism so agencies at risk of not meeting 
the efficiency saving can make a case for a lower or deferred application of the saving.  
While we seek to improve efficiency of services, building a ‘safety valve’ into the 
process will reduce the risk of service failure.  There is also a need to ensure 
incentives are right and enable the kinds of changes in the early part of the forecast 
period that will deliver efficiencies in later years.  Agencies that do appeal could also 
be considered for a specific review.  
 
36. The appeals process will be designed in more detail post-Budget and will be 
communicated to agencies as part of Budget guidance.  I propose the appeals 
mechanism include the following key features:  

 
• allows for two key types of appeal: one where agencies at risk of service 

failure can appeal either the level or phasing of the efficiency saving, and 
one which considers offsets to the required saving where agencies must 
invest in order to save; 

 
• is built into the Budget process as Four-year Budget Plans will be the 

vehicle through which agencies report on how they will deliver their 
efficiency saving; and 

 
• is designed to be sufficiently robust to deter frivolous appeals.  

 
37. The appeals process means that the full savings may not be achieved.  
 
Responsibility for implementation delegated to chief executives 
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38. I propose responsibility for implementation of the efficiency saving will be 
delegated as far as possible to chief executives, consistent with the overall approach to 
state sector management.  The Four-year Budget Plans will provide the mechanism for 
SEG and Ministers to test how agencies are meeting their efficiency saving and could 
require agencies to specify how the savings are being made with sufficient detail to 
give certainty that they will be achievable.  Approvals to reduce, offset or defer the 
efficiency saving will also be sought through the Four-year Budget Plans.  

Funds released from the Efficiency Saving 

39. Applying the efficiency saving outlined above is estimated to release 
approximately $203 million per annum.  However, in practice greater agency 
differentiation, an active appeals process and allowing agencies to claim the cost 
pressure from changes to KiwiSaver and SSRSS against the saving will lower the 
reduction in baselines.  Note also that these estimates are based on the March 
Baseline Update.  The final savings required under the efficiency saving will be based 
on Budget 2011 baselines for the 2012/13 year.   
 
40. The table below summarises the approximate level of savings from an efficiency 
saving, the level of savings that will be offset by the KiwiSaver and SSRSS changes, 
and the balance that will need to be found from agencies’ baselines.  Annex 1 outlines 
the implication of these decisions for each department. The final saving from each 
agency will need to be updated after Budget 2011 to ensure the most up to date 
baseline figures are used.  

 
Table 1: Overview of savings from efficiency saving 
 

  

2012/13 
$m 

2013/14 
$m 

2014/15 
$m 

2015/16 & 
outyears 

$m 
Potential savings from efficiency 
saving 

203.2 202.4 201.7 201.7 

Less offset from removal of central 
funding from Vote SSC for employer 
contributions to KiwiSaver and 
SSRSS, and changes to KiwiSaver 
settings 

54.8 63.2 63.2 63.2 

Balance of savings to be found 
from departmental appropriations  

148.4 139.2 138.5 138.5 

 

Links with Complementary Work to Support Budget Decision Making Processes 

Promoting Greater Financial Flexibility for Departments 
 
41. In order to get the efficiencies and savings that we are seeking, departments will 
need a reasonable level of flexibility to change business models.  To support this 
further, I consider that the efficiency saving should be complemented by greater 
flexibility in financial management.  Greater flexibility in the financial management 
system would support greater efficiency, productivity and performance improvement in 
government agencies.  A number of proposals are currently under development which 
will support agencies in achieving the efficiency saving savings targets in the most 
effective way which minimises the impact on Government priorities. 
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42. Greater flexibility in financial management is designed to: 
 

• Assist departments to take a longer term perspective, and manage funding 
over multiple years to encourage a multi-year focus; 

 
• Increase the focus on total baseline spending; 
 
• Provide a differentiated Budget process across Votes; 
 
• Streamline reporting requirements, including SOIs; 
 
• Improve the functioning of memorandum accounts; and 
 
• Ensure appropriate Parliamentary control over expenditure and 

accountability for the expenditure. 
 
43. The centrepiece of flexibility would be the Four-year Budget Plan.  This will allow 
for significant flexibility, with the first year of the Plan forming the appropriations for that 
year.  Treasury, in consultation with SEG, is developing options that would see the 
Four-year Budget Plans supported by a number of other new mechanisms to make it 
easier for departments to shift spending across years to support business 
management and efficiency improvements.  I have asked Treasury to continue to 
develop the flexible financial management proposals in consultation with SEG and 
report back to Cabinet with options to implement them soon after Budget 2011.   
 
Complementary Spending Reviews 
 
44. An efficiency saving should also be complemented by a small number of 
externally driven spending reviews of selected agencies, which would allow much 
greater focus on services and policy choices.  In particular, I propose establishing a 
spending review for Corrections, which is why they are recommended for exclusion 
from the efficiency saving process.   
 
45. Beyond the 2012 Budget process, I will consider integrating rolling spending 
reviews into medium term financial planning based on Four-year Budget Plans.  New 
Zealand is unusual in not having ongoing, independent reviews of spending, 
productivity and value for money in major sectors.  Developing greater support, 
guidance and challenge around agency’s Four-year Budget Plans would be an 
evolution of progress made in recent Budgets towards an increasing focus on baseline 
expenditure.  Rolling spending reviews would support the Government in taking a 
sector-specific approach to identifying baseline savings, and will enable the 
Government to make baseline changes in a way that maximises the impact of 
expenditure on priority objectives, adequately reflecting sector starting points.  They 
will also support a shift towards a ‘value for money’ culture where agencies are more 
focused on continuous improvement in the effectiveness and efficiency of baseline 
expenditure.   

 
                                                                          
 
                                                                                
                                                                                       

[2]
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Consultation 

48. The Senior Executives Group (SEG), comprising Chief Executives from the 
Central Agencies, the Ministry of Social Development, the Department of Building and 
Housing, the Ministry of Health, New Zealand Transport Authority, and the Ministry of 
Agriculture and Forestry, were consulted in the preparation of this paper.  SEG is 
supportive of the general directions and design parameters set out in this paper.  

 
49. In addition to SEG, the Chief Executives (or their representatives) of the following 
agencies were provided with an earlier draft of this paper: Inland Revenue Department, 
Ministry of Education, Department of Conservation, Department of Labour, New 
Zealand Police, Department of Corrections, Ministry of Justice, Ministry of Foreign 
Affairs & Trade, Department of Internal Affairs, Land Information New Zealand, the 
Ministry of Economic Development, Te Puni Kokiri, and the Ministry for the 
Environment.   

 
                                                                                   
                                                                                   
                                                                                        
                                                                                          
                                                                                      
                                                                                   
         
 

[2]

[2]
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Financial Implications 
 
51. I propose to recognise the fiscal savings from the efficiency saving by way of a 
top-down adjustment to fiscal forecasts of $110 million per annum.  This reflects the 
outyear level of savings from the efficiency saving after removal of KiwiSaver and 
SSRSS funding (table 1 refers) and an additional reduction given likely impact of the 
appeals process (as discussed in paragraph 37).  The proposed reduction to fiscal 
forecasts is indicated in the table below.  
 

 2011/12 2012/13 2013/14 2014/15  2015/16& 
Outyears 

Reduction to fiscal 
forecasts 

 

- 
 

(110.000) 
 

 

(110.000) 
 

 

(110.000) 
 

 

(110.000) 
 

 
52. While the actual savings may be higher than this in the first years, appeals 
around timing and phasing of the saving over the forecast period will likely mean 
savings in the first few years are lower.  We will also recognise that the efficiency 
savings may vary from the amounts projected and built into forecasts.  Therefore the 
efficiency saving will be included in the fiscal risks chapter of the Budget Economic and 
Fiscal Update. 
 
53. There are no immediate changes to appropriations from this paper. Specific 
changes to appropriations will be proposed by Departments through the Four-year 
Budget Plans for Budget 2012 and decisions will be made as part of the Budget 2012 
process. 

Human Rights 

54. None 

Legislative Implications 

55. None 

Regulatory Impact Analysis 

56. None 

Gender Implications 

57. None 

Disability Perspective 

58. None 

Publicity 

59. The implications of this proposal will be communicated to chief executives as 
soon as possible once decisions have been taken to enable them the maximum 
planning time possible.  The efficiency saving will also be announced publicly as part of 
Budget 2011.  



                 

Treasury:2040059v3                  13 

Recommendations 

60. It is recommended that Cabinet: 
 

1. agree to implement an efficiency saving from 1 July 2012 to drive down costs of 
core government administration while maintaining the quality and quantity of public 
services;  

2. agree to the following design of the efficiency saving: 

1.1 an efficiency saving on core government administration as defined by the 
FTE cap, with some amendments; 

1.2 a differential saving level for agencies based on judgements of: potential 
for productivity improvement, departmental expenditure growth, economies 
of scale and the scale of high volume transactional services performed by 
the agency; 

1.3 the base for the efficiency saving will be Departmental Output Expenses, 
as defined for the FTE cap, excluding Special Education Services, school 
property output expenses and third party revenue; 

1.4 the exclusion of the New Zealand Defence Force, Statistics New Zealand, 
Corrections, Police and the intelligence agencies because they have 
recently undergone a review, are recommended for a spending review or 
are subject to an alternative efficiency saving process; 

1.5 departments subject to the efficiency saving will be able to claim the cost of 
the removal of central funding for KiwiSaver (including from the change in 
KiwiSaver settings) and SSRSS toward their efficiency saving; 

1.7 an appeals mechanism will be developed to deal with exceptional cases – 
including where there is a risk of service failure or where agencies need to 
invest to save; and 

1.8 responsibility for implementing the efficiency saving will be delegated as far 
as possible to chief executives.  Four-year Budget Plans will be the vehicle 
through which agencies report on how they are delivering on their 
efficiency saving and through which changes will be agreed; 

3. note that the efficiency saving is estimated to release around $203 million per 
annum before any charges against it; 

                                                                              
                                                                              
                                                                        

5. note that the FTE cap provides an imperfect definition of core government 
administration for the purposes of the efficiency saving, and it may need to be refined 
further to ensure that agencies are treated similarly; 

6. direct the Minister of Finance to report back to ECC by 30 June 2011 on: 

[2]
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6.1 any refinements to the specific departmental expenditure that should be 
charged an efficiency saving to best capture all relevant parts on core 
government administration;  

                                                                              
                      

                                                                              
                                                                          

7. note that departments and agencies which are not subject to the efficiency 
saving will be required to meet the cost of the removal of central funding for KiwiSaver 
(including from the change in KiwiSaver settings) and SSRSS which will act as a de 
facto efficiency saving; 

                                                                                    
                                                                               
                                                                                          

9. agree that the estimated fiscal savings from the efficiency saving will be 
recognised in Budget 2011 by way of a reduction in spending in the fiscal forecasts as 
indicated below:  

 2011/12 2012/13 2013/14 2014/15  2015/16& 
Outyears 

Reduction to fiscal 
forecasts 

 

- 
 

(110.000) 
 

 

(110.000) 
 

 

(110.000) 
 

 

(110.000) 
 

10. note that given potential variations in the level of savings, the efficiency saving 
will be included in the fiscal risk chapter in the 2011 Budget;  

11. note that final decisions and changes to departmental baselines will be made as 
part of Budget 2012; 

12. note the efficiency saving complements other initiatives to improve budget 
decision-making, including flexible financial management and spending reviews; 

13. agree to an expenditure review for the Department of Corrections; 

14. invite the Ministers of Finance and Corrections to report on the Terms of 
Reference and membership for the review of the Department of Corrections to ECC by 
30 June 2011; 

15. note that there are a number Justice sector performance improvement 
processes underway that will help ensure the New Zealand Police can meet future cost 
pressures within baselines; 

16. agree to exclude the Offices of Parliament from the efficiency saving as their 
budgets are determined by Parliament;  

17. agree to exclude the Government Communications Security Bureau and the New 
Zealand Security Intelligence Service from the efficiency saving as they are subject to 
an alternative efficiency and re-prioritisation process; 

[2]

[2]
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18. agree that the savings identified by the Ministry of Foreign Affairs and Trade in 
Budget 2011 can be counted against the Ministry’s efficiency saving; 

19. agree that the savings from the merger between Ministry of Agriculture and 
Forestry and the Ministry of Fisheries that have not yet been banked can count against 
the efficiency saving;  

20. authorise the Minister of Finance and Associate Ministers of Finance to 
determine and implement the appeals process.  

 
 
 
 
 
 
 
 
Hon Bill English  
Minister of Finance 
______/______/______ 
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Annex 1: Baseline for Efficiency Saving 
 
Note that the numbers below are based on MBU 2011 baselines and do not take into 
account Budget 2011 decisions. The final baselines and efficiency saving for each 
agency will be updated to reflect Budget 2011 decisions post-budget. 
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