
   

 
 

  

 
16 May 2013 

Budget 2013 
 
Once again this year’s budget didn’t present any surprises or radical developments.  In the 
National-led Government’s fifth budget Finance Minister Bill English stayed on the road travelled 
in previous years. 
 
This year’s theme was that despite the global financial crisis and the Canterbury earthquakes 
the Government through sound management has delivered a markedly improved fiscal outlook 
which has the Government on track to post a surplus in 2014/15 and to reduce government debt 
to 20 per cent of GDP by 2020. Now it is all about building momentum in that programme. 
 
Last year, the New Zealand economy grew by around 3 per cent which was almost the same as 
Australia, and higher than almost every other developed country.  Bill English claims that this 
proves New Zealand is on the right track and that the Government’s books are the envy of most 
developed countries. His view is that there have been real achievements - growth in wages, 
modest cost of living increases, interest rates are at 50-year lows, 50,000 more jobs than two 
years ago - that are benefitting New Zealanders and their families. However he warns that all 
these gains could be lost in the future by going back to policies that have failed in the past - high 
and wasteful government spending, more costs and more taxes on households and businesses, 
and more state control of the economy that chills private sector investment to destroy jobs and 
growth. 
 
This Government believes that budgets are about careful stewardship of public money and 
investing wisely in programmes to improve people’s lives and help grow the economy.  
Accordingly, there were no surprises. 
 
The Budget predicts that we can look forward to; 
 

- forecasts show annual growth of between 2 and 3 per cent over the next four years, 
 

- low interest rates, increased activity resulting from the Canterbury rebuild, and strong 
commodity export prices will all contribute to growth, 
 

- the New Zealand economy is expected to grow more strongly over the next two years 
than many other developed economies, including the United States, Canada, the United 
Kingdom, Japan, and the Euro area, 
 

- an improved outlook for jobs and for wage growth resulting in household disposable 
income forecast to rise by almost 20 per cent over the next four years, 
 

- national saving is expected to rise, led by the Government getting its finances in order. 
Household saving rates are expected to retain the gains made over recent years, and 
 

- internationally, risks for the global economy appear to have receded over recent months. 
 

However, a number of risks and challenges remain which include; 
 

- the current account deficit is forecast to rise gradually to over 6 per cent of GDP in the 
next few years, driven by stronger investment by businesses, households and the 
Canterbury rebuild, 
 

- New Zealand’s net offshore liabilities will worsen slightly as insurance pay-outs for 
Canterbury continue, 
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- the recent drought, 

 
- rapid house price growth, and 

 
- global conditions continue to place upward pressure on the New Zealand dollar 

 
The Budget restated the Government’s four priorities this term which are; 
 

- responsibly managing its finances, 
 

- building a more productive and competitive economy, 
 

- delivering better public services, and 
 

- supporting the rebuilding of Christchurch. 
 
Financial management 
 
The Government believes that it is on track to meet its two key fiscal targets which are; 
 

- to get back to surplus by 2014/15. Budget forecasts show an operating surplus before 
gains and losses of $75m in 2014/15, and 
 

- to reduce government debt to 20% of GDP by 2020. Budget forecasts show net core 
Crown debt peaking at 28.7% of GDP in 2014/15 and declining thereafter. Longer-term 
projections show net debt dropping to 17.6% of GDP by 2020/21. 

 
Highlights: 
 
$5.1b in new initiatives are scheduled for the current year and over the next four years, and they 
will be funded in part by reprioritising existing spending. 
 
Tax revenue is picking up. 
 
Core Crown expenses are forecast to drop below 31% of GDP in 2014/15 – down from 35%  of 
GDP just two years ago. 
 
The Government’s return to operating surplus is not dependent on its share sales. The share 
offer programme effectively swaps one type of asset for another and is not on the operating 
account. 
 
Taking on more debt has been appropriate to support the economy from the recession, the 
global financial crisis and the Canterbury earthquakes. But the level of debt is still growing by 
around $130m a week and is expected to reach $70b in 2016/17.  This is equivalent to around 
$15,000 for every New Zealander. 
 
Annual interest payments on the debt will this year cost about as much as is spent on the Police, 
early childhood education and the Unemployment Benefit combined. The sizeable debt risks 
keeping interest rates and the exchange rate higher than they would otherwise be.  Therefore 
the Government is firmly focused on capping, then reducing, its debt. 

 
In line with the Government’s financial management key changes have been made to its fiscal 
parameters; 
 

- the operating allowances for new spending have been slightly adjusted (ie reduced 
overall) in order to generate bigger surpluses and thereby a greater ability to pay down 
debt, 
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- new capital spending in this and the next three budgets will continue to be funded from 

the Crown’s balance sheet, including from the proceeds of the share offer programme, 
 

- the Government intends delaying contributions to the New Zealand Superannuation 
Fund until the long-term debt target is reached – that is, Super Fund contributions are 
now expected to resume in 2020/21, and 
 

- significant reductions in ACC levies are planned. 
 
Building a more productive and competitive economy 
 
The Government’s plan for building a more productive economy is set out in the Business 
Growth Agenda which focuses on six key elements that businesses need to grow; 
 

- access to export markets, 
 

- innovation, 
 

- infrastructure, 
 

- skilled and safe workplaces, 
 

- natural resources, and 
 

- capital markets. 
 
Highlights: 
 
$100m per annum commitment to an internationally focused growth package.  This equates to 
additional funding for science, innovation and research; expanding current business R&D grants; 
establishing a new repayable grant for start-up businesses to assist them to become investment-
ready; new funding for the National Science Challenges and the Marsden Fund; more funding to 
attract more visitors to New Zealand and; additional funding to market and promote New 
Zealand’s international education sector. 
 
Significant and sustainable reductions in ACC levies (levy reductions of around $300m in 
2014/15 and allowance for levy reductions to increase to around $1b in 2015/16). 
 
Confirmation of a number of proposed revenue measures. Including letting loss-making start-up 
businesses claim tax losses on R&D expenditure; proposals allowing tax deductibility for certain 
types of ‘black hole’ expenditure; changes to thin capitalisation rules  and; Inland Revenue will 
receive additional funding of $7m a year so it can better pursue tax compliance in the area of 
property investments (expected to return about $45m a year in additional tax revenue). 
 
Proceeds from the Government’s share offer programme are being placed in the Future 
Investment Fund, and confirmation of $1.5b in investment by the fund ($426m to redeveloping 
Christchurch and Burwood Hospitals; $700m for key projects that include schools; 
Christchurch’s justice and emergency services precinct and Canterbury tertiary education 
institutes; $50m for school network upgrades; $94m for KiwiRail’s turnaround plan and; $80m for 
irrigation infrastructure. 
 
Meridian Energy will be the next company to be prepared for a partial share offer in the second 
half of 2013. 
 
Introduction of legislation to speed up the provision of new housing in areas where the pressure 
is greatest and housing is least affordable. Special housing areas will be designated under 
accords between the Government and councils. Council approvals for new housing in those 
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areas can then be managed under a streamlined process. Legislation (introduced immediately) 
will apply for three years, is an immediate response to housing pressures in areas facing severe 
affordability problems. It gives time for the Government’s resource management changes to 
address land and housing supply issues in the longer term. 
 
Reserve Bank has been given the ability to require banks to hold additional capital on their 
balance sheet, hold additional capital against loans in specific sectors if risks emerge in those 
sectors, use more stable sources of funding to avoid short-term funding shortages and restrict 
high loan-to-value ratio lending in the housing sector. 
 
Delivering better public services 
 
The Government’s third priority for this term is delivering better public services within tight 
fiscal constraints where the emphasis has been to spend well, not to spend up. 
 
The Government’s spending increases have been very modest and focused on programmes 
they believe will achieve results by improving the lives of New Zealanders. Last year, the Prime 
Minister set 10 goals for the public sector to achieve over the next few years in areas such as 
reducing long-term welfare dependency, supporting vulnerable children, boosting skills and 
employment and reducing crime. These goals span the public sector and Government believes 
the Budget allocations are consistent with meeting all of them. 
 
Highlights: 
 
Funding of $100m over three years for the Healthy Homes insulation programme, targeting low-
income households with children or high health needs. The extended programme is expected to 
insulate around 46,000 additional houses. 
 
$21m over the next four years to be applied to rheumatic fever prevention. 
 
Another $1.5m next year for budgeting services for low-income families, on top of the $8.9m that 
is already provided. 
 
The Government is also exploring a warrant of fitness programme for social housing, and will 
investigate and pilot a low and no interest loan scheme for low-income borrowers. 
 
$189m over four years to fund the next stage of welfare reform. This includes funding for more 
intensive case management for people who are able to work, and means that Work and Income 
staff will be actively working with over 40 per cent of beneficiaries. 
 
The development of pathways for New Zealanders in social housing to regain independence and 
self-sufficiency in housing as their individual circumstances permit and as alternatives allow. 
 
$47m starting in 2015/16 to support progressively extending reviewable tenancies, which 
already apply to some Housing New Zealand tenants, to all social housing tenants.  The aim is 
to free up houses for other people with high needs who would otherwise be shut out of social 
housing. Ultimately there will be 53,000 tenancies under review. 
 
$27m over four years to income-related rent subsidies which will be available to community 
housing providers as a capped pool and is to encourage those community housing providers to 
participate in the social housing sector. 
 
Shifting housing needs assessments from Housing New Zealand to the Ministry of Social 
Development. 
 
$1.6b over the next four years to be applied to new healthcare initiatives. $1b of this funding 
over four years will go to district health boards to cover demographic growth and cost pressures. 
$70m has been set aside for aged care and dementia services, $48m for more elective 
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operations, $36m for heart disease and diabetes care and $25m for preventative screening 
services. 
 
$92m over four years to pay family members who care for their disabled adult children. 
 
Expenditure on education will next year increase to over $9.7 billion. 
 
$173m over the next four years to new operating funding for early childhood education. 
 
$215m over the next four years in new funding for schools.  This includes $80m to operations 
grants. $134m capital expenditure for new school property. 
 
$41m to support vulnerable children participating in early childhood education and $6m for a 
new mentoring programmes to help vulnerable students achieve NCEA Level 2. 
 
$130m new and reprioritised funding in tertiary education over the next four years. 
 
New and expanded apprenticeship system as announced by the Prime Minister earlier this year. 
 
The reprioritisation of tertiary funding. Includes initiatives to increase repayments of student 
loans from overseas-based borrowers and to reduce defaulting. 
 
Reducing increases in student allowance costs by focusing on younger learners and on people 
studying for their first degrees. People aged 40 and over will be restricted to 120 weeks of 
student allowances, while people aged 65 and over will no longer be eligible for an allowance. 
Students of all ages will continue to have access to the interest-free student loan scheme. 
 
Expanding the Māori cadetship programme to increase the number of cadets from 250 to 350 
each year. 
 
The Department of Corrections is spend $10m over two years to reduce offending by prisoners 
after they are released. 
 
As previously announced, the Police are spending more than $160m over a number of years to 
give frontline officers access to new technology such as smart phones and tablets.  The aim is 
that they can then deal with issues on the street without having to return to the station to 
complete the paperwork. 
 
Christchurch rebuild 
 
Treasury has recently increased its estimate of total rebuild costs from $30b to $40b – the 
equivalent of almost 20% of New Zealand’s annual GDP. 
 
The Government’s share of that total cost on current estimates is around $15.2b made up of 
$7.6b to be incurred by the Earthquake Commission and other Crown entities with another $7.6b 
in direct government support. Of the Government’s direct support, $5.5b has already been 
allocated and the Budget confirms an additional $2.1b. Of the additional, $900m comes from the 
Future Investment Fund, already mentioned, and another $300m is allocated to anchor projects 
for the Christchurch city centre. Almost $650m of the additional capital funding will come from 
departmental balance sheets.
 


