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Dear 
 
Thank you for your Official Information Act request, received on 20 August 2021. You 
requested: 

any advice provided to Ministers from 2017-2021 on increasing subsidies for 
under 3s to reduce the costs for parents or to increase participation from this age 
group. 

The time to respond was extended by 20 working days under section 15A of the Official 
Information Act. The extension was required because of the consultation needed to 
make a decision on your request. 

Information being released 

Please find enclosed the following document: 

Item Date Document Description Decision 

1.  26 September 
2019 

Excerpt from Treasury Report 
T2019-2887 Further advice on the 
fiscal strategy 

Release extract only 

I have decided to release the relevant parts of the document listed above, subject to 
information being withheld under one or more of the following sections of the Official 
Information Act, as applicable: 

• names and contact details of officials, under section 9(2)(g)(ii) – to maintain the 
effective conduct of public affairs through protecting Ministers, members of 
government organisations, officers and employees from improper pressure or 
harassment, 

• direct dial phone numbers of officials, under section 9(2)(k) – to prevent the 
disclosure of information for improper gain or improper advantage. 
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Direct dial phone numbers of officials have been redacted under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams. This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s website. 

In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  

Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 

This reply addresses the information you requested. You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 
 
 
 
 
 
Gwen Rashbrooke 
Manager 
Communities, Learning and Work 
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Treasury:4171975v2  

Treasury Report:  Further advice on the fiscal strategy 
Date:   26 September 2019 Report No: T2019/2887 

File Number: MC-1-5-2 (Fiscal Strategy) 

Action sought 

  Action sought  Deadline  

Minister of Finance 

Hon Grant Robertson 
 
 

Agree to recommendations and 
discuss with officials at Budget 
Matters on 30 September 

Monday 30 September  

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 
Angus Hawkins Senior Analyst, 

Macroeconomic and Fiscal 
Policy 

n/a 
(mob) 

 

Tamiko Bayliss Acting Manager, 
Macroeconomic and Fiscal 
Policy 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 

 
 
 

--EXTRACTS--

s9(2)(k)

s 9(2)(g)(ii)
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Ref Tax, welfare and subsidies 
Approximate cost ($m), fiscal years

Ongoing cost Cost type Treasury Appraisal 
2019/20 2020/21 2021/22 2022/23 

A8 Expand Early Childhood Education subsidies               

  Extend 20 hours ECE subsidy to 2 year olds 712 Yes Opex 

Less preferred. These measures support incomes and increase labour supply, but will have a lesser 
stimulatory effect than direct tax or welfare changes. 

 
They are also new options that are relatively underdeveloped. If you wish to pursue these policy changes 

independently of the macro context, we recommend considering in Budget 2020. 

  Increase 20 hours ECE subsidy to 25 hours, and 
extend to 2 year olds 1,055 Yes Opex 

  Raise the daily cap from 6 to 8 hours - 416 Yes Opex 

  Increase childcare assistance rates 15 30 30 30 Yes Opex 
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Treasury Report:  Further advice on the fiscal strategy 

Purpose of Report 

1. This report provides further detail on the policy options for a fiscal stimulus package. It 
follows on from our previous fiscal strategy advice [T2019/2447], which advised on the 
macroeconomic rationale and potential policy options. We will provide further advice on 
the macroeconomic rationale as part of our fiscal strategy advice on October 30, 
following the production of the Treasury’s preliminary forecasts. 

2. The Treasury has worked with agencies to develop the high level policy options 
presented below. We have assessed these against the requirements of a stimulus 
package, and recommended a package of options that should be developed further to 
form the basis of any spending package announced later this year. We are seeking 
your agreement for this package to be developed further, and other spending options to 
be ruled out. 

3. This report also touches on macroeconomic developments since our last advice, and 
the implications for whether a stimulus is required. We remain of the view that a final 
decision on whether a spending package is implemented should be taken with the 
benefit of formal Treasury forecasts, and alongside setting allowances.  

 

A8: expand Early Childhood Education subsidy eligibility  

Approximate cost: up to $1 billion per annum    Treasury appraisal: Amber 
 
81. You requested advice on increasing subsidies to Early Childhood Education. Several 

options are summarised below. In our view these are poorly aligned to the 
macroeconomic and wider objectives of any spending package, and our preference 
would be to prioritise other tax and welfare measures. The overall impact of these 
measures will be to increase labour supply from parents with young children; and to 
indirectly increase household incomes.  

82. In the event of weaker growth and any rise in unemployment, increasing labour supply 
will only exacerbate any labour market issues. Household incomes can be increased 
more directly through alternative mechanisms discussed above, which also have the 
option of being targeted at lower income households.  

83. The Ministry of Education administers three universal subsidies for early childhood 
education (ECE) – two of these subsidies partially offset the cost of up to 30 hours ECE 
per week (for children aged under 2, and children aged 2 and over). Children aged 3 to 
5 can also access the 20 Hours ECE subsidy, which subsidises the cost of up to 20 
hours ECE per week. More than one subsidy can be used at a time. 

Extend 20 Hours ECE to 2 year olds 

84. This initiative would extend the 20 Hours ECE rates for children aged 2. As per 20 
Hours ECE for 3-5 year olds, the fund would be voluntary – services would need to opt 
in to receiving the rates, and in return agree not to charge fees for the 20 hours.  

85. This provides parents with 2 year olds in ECE with more discretionary income, and 
encourages parents of 2 year olds to increase their hours of work.  
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86. Around 42,000 children aged 2 attend licensed ECE services that could opt into these 
rates. Almost all services with children aged 3-5 have opted into 20 Hours ECE. The 
Ministry of Education considers almost all services with 2 year olds will opt in if this 
subsidy is offered. Daily hours would continue to be capped at 6 per day, meaning that 
parents can be charged if their child is in ECE for longer than 6 hours in a day. Some 
services require more than 6 hours per day to enable fees to be charged.  

87. This initiative will significantly increase the cost of the 100% qualified ECE teacher 
commitment and addressing pay parity in the sector (both of which are high priorities 
for Budget 2020), as these proposals are directly linked to current ECE subsidy rates. 
As such, this could limit options for expenditure in the education portfolio in Budget 
2020, and potentially in future budgets if participation increases.  

Increase 20 Hours to 25 Hours AND extend to 2 year olds – ie 25 Hours ECE for 2-5 year 
olds 
88. This initiative is similar to the above, but also extends 20 Hours ECE by 5 hours per 

week for 2-5 year olds. The commentary above also applies to this option. Around 
120,000 children aged 3-5 attend ECE.  

Raising the daily cap from 6 hours to 8 hours across all subsidy types. The 30 hour weekly 
cap remains. 
89. ECE is subsidised by the Ministry of Education for all children aged 0-5 at a range of 

different rates, but access to these subsidies is capped at 6 hours per day and 30 
hours per week. Some services limit children’s attendance to no more than 6 hours per 
day to match the subsidies (for example, Kōhanga Reo and most kindergartens) or to 
less than 6 hours per day (such as Playcentre). The majority of children in ECE (67%) 
attend education and care services, which are generally open for more than 6 hours 
per day.  

90. Average attendance ranges from 18 hours per week for those under 1 to 22 hours per 
week for 4 year olds. This initiative will benefit families where children attend ECE for 
more than 6 hours a day but are not using the full 30 hours per week. For example, a 
child attending 3 days for 8 hours a day is currently subsidised for 18 hours of 
attendance. This initiative would subsidise such a child for 24 hours of attendance. 

91. Another variant of this would be to raise the daily cap to 8 hours and the weekly cap to 
40 hours. This would be significantly more expensive (likely more than $1b).  

Increase childcare assistance rates by $2 per hour 

92. This option would support access to childcare, but is more targeted at lower income 
families than the options discussed above. This would also be consistent with the 
government’s welfare overhaul, and support income adequacy and work incentives for 
those families that benefit. However, as payments are made directly to childcare 
providers, the full benefits may not pass through to household incomes. This option 
could be considered as part of a package of welfare options (e.g. benefit or FTC 
increased) as a way to balance the package. 
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