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MOGSSER Item 1: Overview 
Key messages for Central Agency Chief Executives 
Note for Caralee McLiesh, Peter Hughes, Brook Barrington 

 
Context 

• At OPC on Friday 4 December, Central Agency CEs discussed joint advice from the Treasury 
and Public Service Commission, outlining upcoming public sector wage pressures and 
opportunities to manage them. 

• CEs agreed there was a need to present MOGSSER Ministers with a clear articulation of the 
scale of upcoming pressures, and the key levers held by officials and Ministers that can assist 
with matching manifesto policy intentions with the current fiscal strategy. 

• The Public Service Commissioner has indicated he would like to lead this discussion with 
Ministers, in relation to “Item 1: Overview”. 

• We recommend the Commissioner take the following messages to MOGSSER, with support 
from other Central Agency CEs as needed. These messages have been jointly drafted by the 
Treasury and Public Service Commission, in consultation with DPMC. 

• The Treasury will also provide the Treasury Secretary with additional information on 
projected personnel costs in case further detail is sought. 

 
Key messages  

• This Government has high ambitions for improving equity in wages, especially for the low 
paid.  

o Key manifesto commitments include: 
 Increasing minimum wage 
 Extending Living Wage guarantees to contracted workforces 
 Making pay equity easier 
 Pay parity in the health and education sectors 
 Implementing Fair Pay Agreements 

• At the same time, there are significant trade-offs between the scale and pace of equitable 
pay policies, and the fiscal space available to meet other policy and fiscal objectives 

o The Government’s finances are tight: 
 The Government is facing a structural deficit beyond the projection period 

ending 2033/34.  
 Cabinet’s Budget Strategy decisions demonstrate an intention to keep 

tightly to its Budget allowances ($2.6 billion per annum) and to reduce out-
of-cycle spending. Keeping within allowances will be challenging. 

o The scale of equitable pay policies is significant, and the pace of costs is difficult to 
control once expectations are built up.  
 Current pay equity claims alone are expected to cost upwards of 

 Each 1% increase in the total Crown wage bill (excluding SOEs) increases 
costs cumulatively by $250 million per annum, with the largest sectors being 
health ($80 million) and education ($54 million). There are further 
workforce costs through Government contracts. 

o The Government may therefore want to ensure it maintains control of the scale, 
pace and prioritisation of its policies to correct low and inequitable pay. 

• Central Agencies will support the government to achieve as much of its manifesto as 
possible. To manage the trade-off between wage and other policy/fiscal manifesto 
commitments, we consider there are four key levers: 
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1. Chief Executives can continue restraint in the core public service, and expectation of 
restraint in the wider public sector. 

o This sends an important expectation-setting signal, but won’t directly 
achieve material savings. We also need to be wary of longer-term 
recruitment and retention issues. 

o Central Agency CEs can provide a leading example, and the Public Service 
Commissioner has power to issue pay restraint guidance. 

2. Ministers should take proactive measures in education and health to manage 
expectations 

o Ministers have limited direct levers in devolved sectors – therefore we need 
to manage expectations very carefully  

3. Ministers should sequence and prioritise across their ambitions 
o Ministers should identify which workforce characteristics they wish to 

address first (e.g. low-paid), regardless of the pay mechanism (pay equity, 
pay parity, Living Wage, etc).  

o This will help to give room for meeting other policy and fiscal manifesto 
commitments over the term. 

 
Take-home message – Central Agencies can play a role in restraining wage costs, but the 
exercise of Ministerial influence will be particularly important given ambitions, fiscals and 
limited levers 
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