
   

 
 

  

25 May 2017 
Budget 2017  
After eight years of Bill English delivering our economic plan this year it is Steven Joyce’s 
maiden budget. Mr Joyce says Budget 2017 is about “Delivering for New Zealanders”. That 
means: 

• More public services, 
• the infrastructure, 
• the resilience, and 
• the incomes that New Zealanders need to get ahead and to provide for their families. 

 
This is a shift from Mr English’s four Government’s priorities of responsibly managing its 
finances, building a more productive and competitive economy, delivering better public services 
and supporting the rebuilding of Christchurch. 
 
Economic Outlook  
New Zealand is said to be economically performing well. We experienced positive growth in all 
but one quarter of the last six years and at the moment are growing faster than the United 
States, the UK, Australia, the EU, Japan and Canada.  The New Zealand economy is 14 per 
cent larger than it was just five years ago.  
 
While we hit tough times in dairy, growth in tourism, education and business services have 
compensated. Our tech sector is also developing and hopefully one day will change us into an 
innovative outward facing hi-tech country selling high value products and services to the world. 
  
Mr Joyce reported that well over 200,000 more jobs have been created over the last three years. 
Also that our adult employment rate is now its highest ever with 67.1 per cent of everyone over 
the age of 15 employed. That’s the third highest rate in the OECD. 
 
New Zealand has a relatively low Balance of Payments deficit, and the amount we as a country 
owe the world has dropped from 82 per cent of GDP in 2008 to 60 percent today. 
 
Treasury forecasts annual economic growth to average over 3 per cent for the next five years, 
peaking at around 3.8 per cent in 2019. 
 
Employment is forecast to keep growing strongly and unemployment is expected to steadily 
decline. 
 
Nominal GDP is now forecast to increase over the next five years.  
 
Fiscal Outlook 
Treasury’s economic projections flow through to increased tax revenues. These are expected to 
grow slightly more than forecast in last year’s budget, even after the changes referred to later in 
this summary. 
 
The Government’s work to halt multi-national tax avoidance is projected to generate an 
additional $250 million tax revenue during the forecast period. 
  
Operating allowance have been increased in this budget to $1.8 billion a year, $300 million more 
than was previously allocated. The pay equity settlement for care and support workers is being 
treated as separate to the allowances. Future operating allowances are also increased with next 
year’s being $1.7 billion and subsequent years being adjusted upwards by 2 per cent annually. 
 
The OBEGAL surplus (operating balance before gains and losses for the total Crown) for the 
2017/18 year is predicted to be $2.9 billion, rising to $7.2 billion by 2020/21. 
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The Government’s capital spend over the next four years uses virtually all the cash generated 
from the operating surpluses. When added together, core Crown residual cash over the forecast 
period is almost exactly nil. 
 
Net debt peaked at 25.5 per cent of GDP and is projected to fall to 19.3 per cent of GDP by 
2020/21. New Zealand Superannuation Fund contributions are expected to resume as 
scheduled in that year. 
 
Keeping the Economy Growing 
Mr Joyce believes that the first priority in any budget must be to take the right steps to keep the 
economy growing. The Government’s plan for growth: 

• is sensible conservative fiscal policy, 
• strong orthodox monetary policy, and 
• an ongoing programme of microeconomic reform that enhances the competitiveness 

and confidence of Kiwi businesses. 
  
The Government’s programme of microeconomic reform is called the Business Growth Agenda. 
It includes measures to boost New Zealand’s trade, lift the skills of our workforce, recruit skilled 
migrants our companies need to grow, boost innovation, attract new investment especially in 
regional New Zealand, and build the infrastructure that a growing economy needs. 
 
Budget 2017 invests $1 billion over four years in sustaining the strong economic plan and this 
includes: 

• $373 million in the second round of our Innovative New Zealand programme. Innovative 
New Zealand is a series of science, R&D and skills initiatives. This funding includes $82 
million for the Endeavour fund; $132 million for Tertiary Education; and $75 million for 
Callaghan Innovation’s R&D grants 

• $134 million over four years to advance New Zealand’s Trade Agenda 2030, including 
opening new embassies in Dublin and Colombo, as the Government work towards its  
target of having 90 per cent of goods exports covered by trade agreements. 

• $304 million towards the ongoing development of our screen sector, and 
• $146 million in new funding to grow our tourism infrastructure around the country so 

every region can benefit from the growth in our tourism industry. 
• $93 million in new Māori Development initiatives, including $10 million to support the 

development of Māori tourism, and $17 million for Māori housing initiatives. 
 

Better Public Services 
The Government’s biggest single fiscal priority in Budget 2017 is to invest in the public services 
necessary for a growing country. $7 billion is allocated over four years to sustain and expand 
public services in health, education, law and order and social development. 
 
New funding in Budget 2017 includes 

• $3.9 billion over four years for New Zealand’s Health Sector (taking health investment to 
$16.7 billion next year). 

o DHBs will benefit most, with an extra $1.76 billion added over four years for 
services, improved access, and help meet cost pressures and population 
growth. 

o $59 million to ambulance services, across health and ACC. 
o $60 million more to Pharmac for access to new medicines. 
o $1.54 billion for the pay equity settlement of 55,000 care and support workers. 

• $1.1 billion over four years in additional operating expenditure for schools and early 
childhood centres which includes 

o $767 million for roll growth, 
o $61 million increase in operational grant funding for schools,  
o $35 million in targeted additional funding for early childhood centres, and 
o $63 million to support students with additional learning needs. 
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• $1.2 billion in new operating expenditure over four years for law and order which 
includes: 

o funding 10 per cent more police staff. 
o additional sums for justice, courts and corrections services, and 
o introducing new initiatives in burglary prevention, reducing youth reoffending, 

and supporting at-risk prisoners. 
• Social Development allocations include: 

o $64 million to help people move off benefits and into work. 
o $37 million to help improve the safety of family violence victims and stop family 

violence escalating. 
o $185 million to further expand social housing services. 
o $424 million to the new Ministry for Vulnerable Children, Oranga Tamariki, 

including funding for caregiver support, Children’s Teams, Family Start and 
Youth Justice. 

o $321 million for fourteen cross -agency social investment initiatives that are 
designed to tackle long-term issues for vulnerable New Zealanders. 

o $224 million over four years for mental health services which includes $100 
million to be ring-fenced to support innovative solutions to address mental 
health issues.  

 
To ensure the quality of this additional expenditure Mr Joyce said there will be a number of 
requirements on results for the increased expenditure and the Government will be asking the 
Productivity Commission to conduct an investigation into measuring and improving the 
productivity of core public services. 
 
Infrastructure 
Budget 2017 allocates $4 billion in new capital funding across the Education, Health, Defence, 
Justice, Housing, Primary Sector and Transport portfolios. This includes: 

• Education gets $392 million for new schools and classrooms around New Zealand (6 
new schools, 2 major school expansions, the relocation of 2 special education schools, 
11 new special education satellite units and around 305 new classrooms nationwide). 

• $150 million in additional capital for the Health Sector. 
• $576 million for Defence Force upgrades. 
• $763 million for new prison capacity. 
• $63 million for Crown Irrigation to invest in new water storage. 
• $100 million for the Crown Land Programme (frees up more Government land for 

housing). 
• Transport is allocated an $1.8 billion. This includes 

o $450 million for KiwiRail for the rail network around New Zealand, 
o $436 million for the first stage in Auckland’s City Rail Link, 
o $812 million for the reinstatement of State Highway 1 north and south of 

Kaikōura, and  
o $98 million for upgrades to Wellington’s metro rail network. 

 
Mr Joyce also advised the Government’s intention to allocate a further $7 billion in new capital 
spend in the next three budgets, taking our total additional capital spend to $11 billion. 
 
Resilience  
Mr Joyce said that one of the most important duties of government is to be able to stand behind 
vulnerable communities and vulnerable people when faced with disasters or big economic 
shocks. This government’s definition of ‘resilience’ is the ability to provide that support. 
 
The Global Financial Crisis and the Canterbury earthquakes required the Government to run up 
debts amounting to around 20 per cent of GDP. Now it’s appropriate to reduce that debt so that 
there is capacity to face future events, if and when the country needs to. Hence Budget 2017 
sets a new medium term target of reducing net debt to between 10 and 15 per cent of GDP by 
2025, following on from the current target of around 20 per cent of GDP by 2020. 
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Claims on the National Disaster Fund have exhausted it and to replenish it from 1 November 
2017 the EQC premium rate will increase from 15 cents per $100 in cover to 20 cents per $100 
in cover. This will have the effect of increasing home owners’ annual EQC premiums by up to 
$69 per year. The change is expected to restore the National Disaster Fund to around $1.75 
billion within 10 years.  
 
Family Incomes Package  
Emphasis here is changes to the income tax system so that it keeps pace with rising incomes. It 
has been seven years since it was last altered. Over that time the average wage has risen from 
$49,500 to $58,900. 
 
Budget 2017 introduces a $2 billion a year Family Incomes Package commencing 1 April next 
year will make changes to tax thresholds, Working for Families and the Accommodation 
Supplement. 
 
The Package which has a total cost of $6.5 billion over four years, rising from $604 million in the 
2017/18 financial year through to $2 billion in out years, consists of: 

• Changes to the income tax system 
o increase the $14,000 income tax threshold to $22,000 (reduces tax by $560 a 

year for anyone earning more than $22,000), and 
o the $48,000 tax threshold to $52,000 (reduces tax by a total of $1,060 a year for 

anyone earning more than $52,000). 
• Removal of the Independent Earner Tax Credit (up to $520 a year). 
• Changes to Family Tax Credits. From 1 April next year all families will receive the credit 

at the same rate irrespective of the age of their children. The new rate will be based on 
the current higher rate applicable to children aged 16 to 18 years. 

• Complete the Governments planned adjustment to Working for Families abatements. 
The Family Tax Credit will abate at 25c in the dollar above an income of $35,000.  

• Adjustments to the Accommodation Supplement. From 1 April next year the maximum 
Accommodation Supplement rates for a two person household will increase between 
$25 and $75 a week, while the maximum rates for larger households will increase 
between $40 and $80 a week.  

 
Mr Joyce advised that a small number of families may face losses from this package because of 
the complex interactions of our tax and transfer system. Therefore the Government has 
established a transitional fund of $2 million over the next four years for anyone significantly 
impacted by the changes. 
 
In addition to the Family Income Package Budget 2017 announced that the Accommodation 
Benefit, which is paid to eligible Student Allowance recipients who experience housing stress, 
will also increase by up to $20 per week. 
 
Further it was noted that as a flow-on effect of the package New Zealand Superannuation will 
rise because of its link to after-tax wages. The couple rate will increase by $13 a week on 1 April 
next year in addition to the normal adjustments because of wage indexation. 
 
 
 
 


