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Memo 

Date: 5 December 2017 

To: John Hobbs (Private Secretary – Health), Sebastian Doelle (Economic Advisor) 

From: Hamiora Bowkett, Chief Strategy and Policy Officer 

Subject: Further information supporting Vote Health Budget 2018 package scenarios (HR 
20171638) 

Purpose 
The Ministry recently sent the briefing Vote Health Budget 2018 package scenarios (HR 20171638) to 
the Minister, providing advice on three package scenarios for Budget 2018 operating expenditure.   
So you can support the Minister, this memo provides information on how the Budget 2018 decisions 
relate to the Government’s $8 billion commitment to additional health expenditure.  This memo is 
provided for information only and makes no recommendations. 

Advice 
Four scenarios are attached in Annex One.  Scenarios 1-3 illustrate the outyear impact of the 
corresponding three package scenarios from the briefing.  Scenario 4 illustrates the impact of funding 
cost pressures alone (no new initiatives). 
There are significant pressures on Vote Health in Budgets 2018-2021.  The largest pressure is the 
demographic and other cost pressures on DHBs of around $550-$650 million each year.  The 
pressure on the national services managed by the Ministry is around $150 million each year.   
Funding DHB and national services cost pressures would increase the annual cost of Vote Health by 
approximately $3 billion by 2021/22 and would cost about $7.5 billion over the four years from 
2018/19 to 2021/22. 
The cost of new initiatives, including the manifesto commitments in the briefing, will likely further 
increase Vote Health expenditure by around $500-$700 million per annum from 2021/22 (Budgets 
2018-2021).  This assumes for Vote Health, a package similar to those provided in the briefing, and 
initiatives of around $100 million per annum in each of Budgets 2019-2021. 
In total, the cost of Vote Health could increase by $3-4 billion per annum from 2021/22, with a cost 
over the four years from 2018/19 to 2021/22 of around $8.5-10.5 billion. 
Note: the Treasury has provided your office with information on the Vote Health Budget 2018 package 
and the fiscal forecast.  The main difference between their advice and these scenarios is that The 
Treasury has not included any funding for pressures on national services or new initiatives in Budgets 
2019 to 2021. 
The Ministry’s scenarios include outyear assumptions of near full funding of price, wage, and volume 
pressures on DHBs and national services. The Ministry will continue to investigate options to validate 
or mitigate these pressures and to consider trade-offs, phased delivery of new initiatives, and other 
possible savings necessary to Vote Health delivering on the $8 billion expenditure commitment over 
the forecast period to 2021/22. 
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