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Strategy for Budget 2019 – The Wellbeing Budget 
 
Proposal 
 
1. The purpose of this paper is to confirm the overall strategy and process for Budget 

2019.  
 

2. Budget 2019 will be the world’s first ‘Wellbeing Budget’, and will have a focus on 
specific priority areas informed by evidence and the Living Standards Framework 
(LSF) to support intergenerational wellbeing. It will also continue to deliver on our 
Speech from the Throne, Coalition and Confidence and Supply commitments as 
well as meeting cost pressures for core services that have previously been 
underfunded.     

   
Executive Summary 
 
3. Budget 2019 will see the Government deliver New Zealand’s first ever Wellbeing 

Budget. The Wellbeing Budget is about this Government formulating policy and 
measuring success differently. It is about taking a more holistic approach to how 
we think about wellbeing for New Zealanders and going beyond standard 
measures of success to look at the health of our finances, environment, people 
and communities.  
 

4. Budget 2019 represents an important first step to embed the wellbeing approach 
into policy and decision-making. It will be an evolving process which will require 
both Ministers and agencies to change the way they provide advice and collaborate 
with each other to improve the wellbeing of all New Zealanders. 

 
5. This paper proposes the following changes to the Budget 2019 process to support 

this Government’s wellbeing ambition: 
 

a. Signalling specific and well-evidenced priorities which seek to improve 
intergenerational wellbeing; 
 

b. Requiring all initiatives (including cost pressures) to present wellbeing 
analysis which sets out how the outcomes of the initiative impact on 
wellbeing domains, the four capitals, and risk and resilience; 
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c. Encouraging cross portfolio and/or cross agency collaboration to shift our 
focus to a long-term intergenerational wellbeing approach, which moves 
beyond agency silos; and 
 

d. Requiring all portfolios to undertake a prioritisation of spending within 
baselines to identify at least one percent of savings to be considered through 
the Budget 2019 process, with the objective of identifying low value spending 
and better aligning expenditure to this Government’s priorities. Identifying 
these potential savings will be a prerequisite before any new spending 
initiatives will be considered in Budget 2019.  

 
6. Budget 2019 will be delivered in line with our Budget Responsibility Rules and the 

Government’s overall fiscal strategy. Our commitment to reduce the level of net 
core Crown debt to 20 per cent of GDP within five years of taking office will continue 
to be a key anchor for decision-making.  
 

7. To retain flexibility until the fiscal position becomes clear, the operating allowance 
will remain as signalled in Budget 2018. A number of precommitments have 
already been agreed against the operating allowance reducing the available 
amount in Budget 2019 to $2.1 billion per annum. The review of allowance settings 
will take place as part of the Budget Policy Statement and will depend on updated 
fiscal and economic forecasts and the extent of cost pressures for Budget 2019.   

 
8. I propose that the capital allowance move from a single-year capital allowance to 

a rolling multi-year “envelope”. This new approach will increase transparency 
around the impact of spending decisions and improve our ability to take a longer-
term view of capital commitments. The capital investment decisions in one Budget 
will reduce the available envelope in subsequent Budgets, therefore this does not 
change the need for responsible Budget management and careful prioritisation of 
investments. Final decisions on the overall size of the envelope will be confirmed 
through the Budget Policy Statement.  

 
Our Government’s Wellbeing Vision and Budget 2019  
 
Overall ambition 
 
9. Our Government believes that economic growth, as important as it is, will not alone 

guarantee improvements to New Zealanders’ living standards. We want to take a 
broader approach that uses the full range of factors that affect the quality of 
peoples’ lives in order to improve the wellbeing of current and future New 
Zealanders, and to make better overall wellbeing decisions. 
 

10. For us, wellbeing is about what we value in our lives.  We want to emphasise the 
range of factors that lead us to live fulfilling lives – our material wealth; our 
capability as individuals, families and communities; the health of our environment; 
and the strength of our communities.   
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11. The overall objective is that we will be a compassionate Government that 
measures itself by how well it improves the wellbeing of its people. We have said 
that we will provide new leadership for how New Zealand is governed. On 7 May 
2018, Cabinet agreed to 12 priority outcome areas (outlined in Figure 1) to guide 
us, and our Cabinet Committees are already working differently to ensure that the 
wellbeing of people is at the centre of our policy programme.  

 
12. While macroeconomic and fiscal indicators are at the core of New Zealand’s public 

financial management and the Budget, these indicators do not go far enough. A 
wider framing is needed to measure New Zealand’s progress, to develop and 
assess fiscal policy and support decision-making.  

 
13. Budget 2019 is an important first step to showing how the wellbeing approach can 

be used to inform our investment priorities and funding decisions, and to measure 
our success. Changing the way the Government and the public sector work at this 
scale takes time, requires careful phasing, and will continue to be developed in 
future Budgets.  

 
14. Changes to the Budget are one part of a wider package of State Sector reforms, 

including proposed changes to the State Sector Act 1988 and the Public Finance 
Act 1989, which will support our ambition to embed a stronger focus in the public 
service on improving New Zealand’s wellbeing.  

 
15. Under the agreed priorities and alongside this legislative reform programme, work 

is also underway to support improved strategic decision-making, including: 
 

a. Stats NZ’s development of Indicators Aotearoa New Zealand – Ngā Tūtohu 
Aotearoa, a comprehensive suite of economic, social, cultural and 
environmental indicators; 

 
b. the Treasury’s development of the Living Standards Framework, with the 

publication of a Living Standards Dashboard (largely drawn from Indicators 
Aotearoa New Zealand – Ngā Tūtohu Aotearoa) by the end of 2018; 

 
c. piloting non-legislative options for embedding a wellbeing focus in public 

sector departments’ strategic planning and performance reporting. 
 
16. The delivery of the Wellbeing Budget will be world-leading. It will require Ministers 

and agencies to change the way we think about funding and policy decisions and 
draw on the LSF to demonstrate how our decisions will impact on quality of life for 
New Zealanders. We will be beginning to measure success on New Zealanders’ 
overall wellbeing, using these measures to inform priorities and decision-making 
and be held accountable for how our decisions impact on wellbeing.  
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17. Beyond Budget 2019, the ambition is for the LSF to continue to inform advice and 
Government fiscal and policy decisions.  In particular, the development of the 
Treasury’s Living Standards Dashboard will support the application of the 
Framework and be the basis for reporting on wellbeing indicators. To achieve this 
ambition, I will need your support to ensure that:  

 
a. Our current spending contributes to this Government’s aims; 

 
b. There is a strong evidence base and wellbeing analysis behind all new 

initiatives; 
 

c. All initiatives have undergone meaningful cross-portfolio and/or cross-
agency collaboration. Collaboration across portfolios and sectors is critical to 
us achieving our ambition for the Budget. If we are to shift our focus to a long-
term, intergenerational wellbeing approach, we need to move beyond 
agency silos to focus on the outcomes we are seeking; 

 
d. We are transparent about how we will make decisions on the final Budget 

package; 
 

e. All Ministers and agencies are well-equipped to actively engage in the 
Budget 2019 process; 

 
f. We continue to deliver on our Coalition and Confidence and Supply 

agreements, and the commitments made in the Speech from the Throne. 
 
18. This paper outlines the strategy and process for how I propose we achieve this.  

 
Key changes in Budget 2019 to support our ambition 
 
19. I am proposing a number of changes to the process and requirements for Budget 

2019, to help us achieve our commitment to deliver a ‘Wellbeing Budget’. A 
summary of the key changes for each phase of the Budget process is outlined 
below: 
 
a. Strategy and Design: working collaboratively with agencies, Departmental 

Science Advisors and Cabinet Committees to signal specific priorities, which 
are underpinned by evidence and help improve intergenerational wellbeing. 
These priorities will drive spending and prioritisation decisions in Budget 
2019.  
 

b. Initiative Development: requiring all initiatives to demonstrate how 
proposed outcomes will impact on wellbeing domains, the four capitals, and 
risk and resilience.  

 
c. Assessment and decision-making: assessing all initiatives based on a 

wellbeing and LSF approach. Decisions will be based on delivering a strong 
wellbeing focussed Budget that aligns with the Budget 2019 priorities.  

 
d. Production: presenting how our Budget decisions will improve the wellbeing 

of New Zealanders. This will mean a different look, feel and style for some 
Budget documentation.  
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Figure 1: Government Priorities as agreed by Cabinet  

20. The following sections provide further information on each of these changes and 
requirements for Budget 2019.  
  

Priorities for Budget 2019 
 

21. Setting specific Budget priorities is at the heart of embedding a wellbeing focus for 
Budget 2019 and will play a significant role in Budget 2019. Initiatives aligned with 
the agreed Budget 2019 priorities will be prioritised through the Budget 2019 
decision-making process, as outlined in the scope section below.  
 

22. A collaborative and evidence-based approach was taken to the priority-setting 
process, involving Ministers, Departmental Chief Executives and Departmental 
Science Advisors. The priorities were based on initial analysis from the LSF 
(distributional analysis on wellbeing using the General Social Survey) and more 
sector-specific evidence and have been refined through the consultation process. 

23. When determining which priorities to include for consultation with Cabinet 
Committees, we considered factors such as the strength of evidence, alignment 
with the LSF analysis and connections across wellbeing domains, and the 
feasibility of progressing each priority for Budget 2019.  

24. I have also considered how these priorities align with the 12 outcome areas agreed 
by Cabinet below. Budget 2019 provides an opportunity to make progress against 
these outcome areas by identifying specific investment priorities and areas for 
regulatory change. However, meeting these 12 outcome areas will require a 
broader timeframe and focus than Budget 2019 alone, including a focus on 
prioritisation of baseline expenditure. 
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25. Considering feedback through the consultation process and following some further 
refinement, I recommend the following five priorities be a focus for Budget 2019 
investment: 
  

Table 1: Budget 2019 Wellbeing Priorities 

Priority Description
Creating opportunities for 
productive businesses, 
regions, iwi and others to 
transition to a sustainable 
and low-emissions 
economy 

New Zealand has relatively low productivity compared to the rest of the 
OECD. There is also a need to use our land and water resources in a more 
sustainable manner, and respond to challenges including climate change. 

This priority focuses on how Government can create opportunities and 
incentives for firms and individuals to adapt to these challenges, as well as 
through building regional capability and strengthening our international 
connections.     

Supporting a thriving nation 
in the digital age through 
innovation, social and 
economic opportunities 

New Zealand has committed to transforming to a fully digital nation by 2030. 
This will have a significant impact on the future education, workforce, health, 
finance, society and productive sectors. Not only does this involve embracing 
opportunities for a digital economy (for example, upskilling our workforce and 
investing more in research and development) it also requires us to strengthen 
and protect the digital rights of New Zealanders. 

Lifting Māori and Pacific 
incomes, skills and 
opportunities  

Analysis from the Living Standards Framework shows that Māori wellbeing is 
lower than the rest of the population across every domain, and particularly 
material standard of living. There are currently significant differences in 
income of Māori and Pacific people relative to Pākehā. A significant factor 
explaining these income differences is education and occupation. 50% of 
Māori and 46% of Pacific school leavers in 2015 are not enrolled in tertiary 
education, compared with 39% Pākehā.  

The evidence that exists on income differences based on socio-economic 
status, point towards giving priority to high-quality initiatives to improve early 
childhood conditions and improve the education system to lift skills at all 
levels.  

Māori and Pacific people experience significant inequities in health and 
housing outcomes, compared to the rest of the population. Increasing the 
timeliness and quality of housing and healthcare accessed will make 
significant contributions to the wellbeing of these communities. It also 
enhances the social and economic contributions they make to the New 
Zealand society and economy. The overrepresentation of Māori in prison is 
limiting some Māori achieving their potential.

Reducing child poverty and 
improving child wellbeing, 
including addressing family 
violence 

We know that resource adequacy and material standard of living is strongly 
linked to deficiencies in other wellbeing domain areas. We also know that 
disadvantage early in life is highly predictive of poor outcomes later on in life. 

Reducing child poverty and increasing child wellbeing are important for 
improving children’s lives here and now, and also for their lifetime 
development. Child poverty is a complex concept with multiple drivers and 
addressing it is likely to involve not only income transfers but other initiatives 
to address broader disparities and ‘toxic stress’ in the home environment, 
including family violence, inadequate housing and health issues. Improving 
educational outcomes is also essential for improving child wellbeing. The 
Government has committed to three and ten year targets to reduce child 
poverty, and Budget 2019 provides an opportunity to make progress towards 
these targets.   
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Priority Description
Supporting mental 
wellbeing for all New 
Zealanders, with a special 
focus on under 24s 

Mental health has a strong connection with most wellbeing domains including 
poor subjective life satisfaction, sense of purpose, material standard of living, 
social connections and cultural wellbeing. Mental illness (from mild to acute) 
affects one-fifth of the working-age population at any time. Further, half of all 
lifetime cases of mental illness start by the age of 14 and three quarters by 
the age of 25. In addition, 51.4% of people serving a community sentence 
and 62% of people in prison experienced a mental disorder or substance 
abuse disorder within the 12 months preceding their interaction with 
Corrections.  

Addressing mental health issues early in life, and sustaining mental wellbeing 
can have significant flow-on impacts for other risk factors preventing poor 
outcomes later in life. There is opportunity to make progress on this in Budget 
2019 drawing on recommendations from the Government’s mental health 
inquiry. 

 
26. These priorities are the focus for new initiatives (spending and non-spending), and 

we will continue to support the core operations of Government, including rebuilding 
public services and providing support to vulnerable populations.    
 

27. These priorities also demonstrate our commitment to using robust and credible 
evidence to support our investment decisions. The process behind the 
recommended Budget 2019 priorities has been new for Ministers and officials 
across the public sector. In previous years, the priorities have been determined by 
Finance Ministers and confirmed by Cabinet.  

 
28. As part of the consultation process, consideration was also given to specific 

priorities of reducing the prison population and creating incentives for better land 
and water use as well as enhancing biosecurity.  Elements of these priorities are 
reflected in the final five, but in order to bring focus to the Budget I have proposed 
a more limited number of priorities which are likely to have the most immediate 
impact on intergenerational wellbeing through Budget 2019.  

 
29. The priorities will be a key focus in the scope of Budget 2019 initiatives as outlined 

further in the section below. I also expect that Ministers will work collaboratively 
(and outside of their own agency silos) to progress initiatives aligned to these 
priority areas and improve wellbeing for New Zealanders.  
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Figure 2: Scope for initiatives in Budget 2019  

Scope of Budget 2019 
 
30. To ensure we can deliver on our wellbeing objectives and to support the 

prioritisation process, there are expectations around the types of initiatives that will 
be considered through the Budget process, as outlined below:  
 

P 

 

 

 

 

 

 

 

 

 

 

 

 

 
31. Our Government has an ambitious work programme, with many new initiatives.  It 

is essential that we look at our current expenditure to assess if it is meeting our 
goals, and to provide fiscal headroom to do that.  

 
32. Ministers have now had the best part of a year in their portfolios and therefore you 

must now be in a strong position to identify spending that is not in line with our 
Government’s priorities or is of low value.  

 
33. Each Minister will be required to undertake a review of spending within their 

portfolio to identify any spending that is not aligned with the Government’s aims, 
or is of low value. I expect that at least one percent of spending within each 
portfolios baseline will be identified. Not all expenditure will be considered within 
scope of the prioritisation process (for example, benefit expenses). The Treasury 
will be providing further detail on the process (including the scope and criteria for 
reviewing expenditure) in the guidance for agencies released in mid-September. 

 

Prioritisation process 

IN-SCOPE 

Initiatives that align 
with at least one 
priority area for 

Budget 2019.  

Non-discretionary cost 
pressures 

BUDGET 2019 
PRIORITY AREAS 

INITIATIVES OUTSIDE 
OF PRIORITY AREAS 

Initiatives that align 
with the priorities: 

Initiatives outside of priority 
areas will be limited to: 

OTHER INITIATIVES 

It is likely that initiatives will fall 
into the following categories: 

Out-of-scope 
and does not 

qualify for 
consideration

Not in-scope but can be 
considered under 

exceptional 
circumstances 

OUTSIDE OF 
SCOPE 

PRIORITISATION PROCESS (IDENTIFYING THE LOWEST-PRIORITY CURRENT SPENDING) 
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34. Identifying this spending will enable discussions about new initiatives in Budget 
2019 to commence. This exercise will be a pre-requisite for all Ministers before I 
consider any new spending initiatives in Budget 2019.   

In-scope for Budget 2019 
35. I propose to classify the following initiatives as ‘in-scope’ for Budget 2019. 

 

 
36. Initiatives that align with the Budget 2019 priorities and show cross-agency and/or 

cross-portfolio collaboration will be prioritised through Budget 2019 decision-
making. These initiatives could include cost pressures and new spending initiatives 
(including initiatives from the Coalition Agreement, the Confidence and Supply 
Agreement and the Speech from the Throne, and review recommendations).  

37. I also strongly encourage Ministers to consider policy and regulatory changes (non-
spending initiatives) that can support the priority areas outlined in Table 1. 
Spending is only one lever the Government has to effect the changes envisioned 
in our priorities. The Budget process provides an opportunity to support regulatory 
changes which do not require new funding (for example, in Budget 2018 the 
creation of further productivity commission inquiries, including local Government 
funding and financing).  

 

 
38. This category reflects cost pressures which don’t align with priority areas, but 

where the Government has no discretion over funding.  

39. This only includes initiatives driven by market factors (volume or price-driven), 
regulation or legislation. I will require agencies and Ministers to demonstrate that 
there is a high level of risk attached to not funding the initiative (such as service 
failure, significant disruption to services, or not meeting legislative requirements), 
and that funding within existing baselines has been considered as well as showing 
that they have considered alternative options for delivery, taking a wellbeing 
perspective.   

40. To determine whether these pressures are truly non-discretionary, I have directed 
the Treasury, as part of their assessment process, to carefully scrutinise the costs, 
assumptions and risks identified if no funding is provided.    

Out-of-scope for Budget 2019 
41. All initiatives outside of the two categories identified in paragraphs 35 to 40 are 

‘out-of-scope’ for Budget 2019.  

Initiatives that align with at least one priority area for Budget 2019 

Non-discretionary cost pressures 
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42. I am aware of pressures across government regarding capability, progressing 
recommendations from reviews, inquiries and working groups, and other 
outstanding commitments from the Coalition Agreement, the Confidence and 
Supply Agreement and Speech from the Throne (which are not aligned with 
priorities or non-discretionary cost pressures). We have agreed to fulfill the 
remainder of these commitments over the next two Budgets. Some of these may 
lead to initiatives which are ‘out-of-scope’.  

43. These initiatives will need to meet a high bar in order to be considered for funding 
in Budget 2019.   

a. As for all new spending initiatives, Ministers will need to have first identified 
at least one percent of spending within baselines that is of low priority or does 
not align with the Government’s priorities.  

b. The initiatives will need to demonstrate alignment with the Government’s 
overall priorities, present a strong intervention logic and evidence, show 
detailed cost understandings and provide a strong narrative on how the 
assumed outcomes of the initiative will impact on wellbeing domains. Where 
applicable, the initiatives should also demonstrate cross-agency and/or 
cross-portfolio collaboration, a high-level summary of how the initiative 
affects the four capitals, and how the initiative responds to risk and/or 
maintains or builds resilience. 

44. All initiatives that do not meet the conditions outlined in paragraph 43 will not qualify 
for consideration for funding in Budget 2019.  

Fiscal Strategy and Budget Allowances  

Budget Responsibility Rules 

45. Budget 2019 will be delivered in line with the Government’s Budget Responsibility 
Rules:  

a. The Government will deliver a sustainable operating surplus across an 
economic cycle. 

b. The Government will reduce the level of net core Crown debt to 20 per cent 
of GDP within five years of taking office. 

c. The Government will prioritise investments to address the long-term financial 
and sustainability challenges facing New Zealand. 

d. The Government will take a prudent approach to ensure expenditure is 
phased, controlled, and directed to maximise its benefits. The Government 
will maintain its expenditure to within the recent historical range of spending 
to GDP ratio. 

e. The Government will ensure a progressive taxation system that is fair, 
balanced, and promotes the long-term sustainability and productivity of the 
economy. 
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46. The Treasury’s Economic and Fiscal Forecasts presented at Budget 2018 
indicated the Government was on track to meet the Budget Responsibility Rules.   

47. Since the finalisation of Budget 2018 the Government’s books have outperformed 
expectations. The May 2018 results showed the operating balance before gains 
and losses (OBEGAL) ahead of forecast by $0.4 billion, while net core Crown debt 
was $1.1 billion lower than forecast, and stood at 20.1% of GDP.  These results 
will be considered as part of the fiscal forecasts for the Half Year Economic and 
Fiscal Update (HYEFU).  

48. However, a number of recent developments are likely to have affected the outlook, 
and risks have emerged. Recent GDP data is weaker than expected, with stronger 
imports and weaker exports and consumption. While some of the recent weakness 
may have been timing related, electronic cards transactions and overseas 
merchandise trade data to date suggest that the June quarter only provides a 
partial bounce back.  Additionally there is the risk that the continued decline in 
business sentiment may weigh on business investment and GDP growth in coming 
quarters and international trade risks may continue to escalate. Taken together, 
this indicates there is a rising risk that the economic and fiscal outlook may be 
softer than forecast in Budget 2018.   

Allowance settings  

49. At this point, to retain flexibility, I propose to keep the allowances for Budget 2019 
at the current levels. While we are producing the 2019 Budget Policy Statement 
there will be an opportunity to review the allowance settings, and take into account 
two key considerations:  

a. Updated fiscal and economic forecasts for the 2018 Half Year Economic and 
Fiscal Update (HYEFU) 

b. The extent of the pressures across government for Budget 2019. 

50. I propose that authority be delegated to the Budget Ministers group (outlined in 
paragraph 77) to agree any changes to allowance settings for Budget 2019. 

51. There have been a number of pre-commitments1 that have been made against the 
Budget 2019 allowances, as illustrated by the yellow components of Graphs One 
and Two.  

52. Following pre-commitments (excluding the P8-As), the available allowances are 
now $2.1 billion operating per annum and $2.8 billion capital. However, the total 
allowances currently set for Budget 2019 are $2.4 billion operating per annum and 
$3.7 billion capital. This compares to $2.8 billion operating per annum and $3.8 
billion capital (on top of the $5 billion from the 100 Day Plan) set for Budget 2018. 

                                                
1 These include funding for the Auckland City Rail Link, Mycoplasma Bovis, Nurses Collective 
Bargaining and One Billion Trees. Note that we have also agreed to fund the purchase of the 
P8-A planes for $1.7 billion capital. How this will be counted against Budget allowances is still to 
be determined. 
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Graphs One and Two below outline the operating and capital allowance levels for 
the last four Budgets and future Budgets. 

Graph One: Operating allowances per annum - Budgets 2015 – 2021 

 

 

 

 

 

 

 

 

 
Graph Two: Single-year Capital allowances - Budgets 2015 – 2021 

 

 

 

 

 

 

 

 

 

Multi-year capital allowances 

53. Currently all new capital expenditure is charged against a single-year capital 
allowance for the Budget of the year when the decision to commit that expenditure 
is made. This approach does not provide a clear link between the funding 
committed through budget decisions and the impact of the expenditure on net core 
Crown debt, a key fiscal indicator. It also means that trade-offs are made between 
the initiatives submitted in a single year, rather than based on a medium or long-
term view of likely capital requirements. 

 

 

0

1

2

3

4

5

6

2015 2016 2017 2018 2019 2020 2021

$b

Operating allowance (Previous Govt) Operating allowance (Current Govt) 100 day plan Pre-commitments

0

1

2

3

4

5

6

7

8

9

2015 2016 2017 2018 2019 2020 2021

$b

Capital allowance (Previous Govt) Capital allowance (Current Govt) 100 day plan Kaikoura funding Pre-commitments



 

13 
 

54. To address these issues, I am therefore proposing:  

a. to move from a single-year budget capital allowance to a rolling multi-year 
“envelope”; 
 

b. for the envelope to roll forward each year (rather than be for a fixed period); 
 

c. for the size of the envelope to reflect capital investment over four Budgets;  
 

d. to count the full cost of capital expenditure decisions against the four-year 
envelope; and 

 
e. to consider the impact of the procurement profile of expenditure on net core 

Crown debt as part of the decision-making process. 
 

55. The new approach will increase the transparency of the impact of spending 
decisions and improve our ability to take a longer-term view of capital 
commitments. It provides the same amount of funding over a four year Budget 
period, but provides more flexibility to make decisions with a longer term view. 
However, the capital investment decisions in one budget will reduce the available 
envelope for investment in subsequent budgets. The new approach does not 
change the need for budget responsibility and careful prioritisation of investment 
decisions. In light of this, I intend to maintain a high-bar for capital investment bids 
in this Budget, which will need to be clearly aligned with Government priorities and 
supported by rigorous analysis.   

56. Final decisions about the overall size of the capital envelope and how it will be 
operationalised will be made as the Budget Policy Statement is developed.  Any 
pre-commitments made in previous budgets or ahead of Budget 2019 will directly 
reduce available funding.  

Requirements for initiatives submitted for Budget 2019 

57. As outlined in the scope section in paragraphs 30 to 44 above, Budget 2019 will 
focus on initiatives that align with the Budget 2019 priority areas and non-
discretionary cost pressures. It will also focus on ensuring that current spending is 
aligned with the Government’s aims. 

The submission and consideration of initiatives  

58. All initiatives (including prioritisation submissions) for Budget 2019 will be due by 
5pm Friday 14 December 2018. They will need to include:  

a. A letter to me (the Minister of Finance) outlining the initiatives in your 
portfolios  

b. Uploading the initiative and related material to CFISnet  

59. Before considering any new spending initiatives for Budget 2019, each Minister will 
be required to undertake a review of spending within their portfolio to identify at 
least one percent of spending within your portfolio’s baseline that is not aligned 
with the Government’s aims, or is of the lowest priority.  
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Requirements for submitted initiatives  

60. I propose that all initiatives submitted for Budget 2019 also include a form of 
wellbeing analysis and be supported by a strong intervention logic. This will allow 
for the development of a Budget package that is informed by initiatives that have 
shown:  

a. alignment with the Budget 2019 priority areas and broader Government aims;  

b. a well-evidenced wellbeing analysis and narrative;   

c. a strong intervention logic and evidence as to why the initiative presented is 
the best option;  

d. detailed costings, scaling options and assessment of risk; 

e. evidence of cross-agency and cross-portfolio collaboration.  

61. Annex one outlines in detail the key requirements for priority-aligned spending 
initiatives and non-discretionary cost pressures.  

62. In order to be considered for Budget 2019, initiatives that are out of scope must 
demonstrate the same requirements, except for the Budget 2019 priority-alignment 
(criteria b to e in paragraph 60). Following an initial Red Amber Green (RAG) rating 
assessment by the Treasury on the above requirements, I will determine if an 
initiative that does not fit the scope outlined in paragraph 30 will be considered for 
Budget 2019. The threshold for this will be very high, and initiatives will only be 
accepted for consideration on an exceptions basis that requires a high assessment 
rating. 

Cross-agency and cross-portfolio collaboration  

63. To support better cross-agency and cross-portfolio collaboration through initiative 
development, I propose that agencies provide the Treasury with the following 
information by Tuesday 23 October:  

a. A meaningful title and description, that is outcomes-focussed, for each 
proposed initiative (including the initiatives proposed for prioritisation of one 
percent of baselines), 

b. A brief outline of the different agencies, Ministers and other groups who have 
been engaged with through the initiative development, 

c. An indicative estimate of the operating and/or capital cost of the initiative. 

64. This information will enable the Treasury to review the proposed initiatives and 
provide advice and inform Cabinet Committee discussions on where engagement 
and consultation may have been overlooked, or is lacking. Following this, I expect 
that Ministers and agencies will address the gaps in consultation before submitting 
final initiatives on Friday 14 December. Further detail on this is also outlined in 
paragraph 80 below.  



 

15 
 

65. Further to the requirement in paragraph 60, the bilateral meetings (outlined in 
paragraphs 85-87 below) will require Ministers to discuss their engagement across 
portfolios for their proposed Budget initiatives. Cabinet Committees will be 
expected to discuss programmes within their portfolios that will support the 
priorities, and provide a check that links have been made across portfolio work 
programmes to deliver on Budget 2019 priorities in the lead up to December.  

Wellbeing analysis requirements 

66. Agencies will be required to identify how the proposed outcomes of an initiative 
impact on the wellbeing domains, regardless of the type of initiative. They should 
also outline the potential impact on the four capitals, and how an initiative may 
contribute to resilience, or the mitigation of risk, if possible. Agencies will also be 
required to identify the wellbeing impacts of an initiative over time, and identify who 
will be most impacted.  

67. Requiring this wellbeing analysis (which is further outlined in Annex One) for each 
initiative will allow us to present our final Budget package based on wellbeing 
impacts for New Zealanders. Furthermore, the wellbeing analysis provided for 
each initiative will be a key consideration when making decisions on the Budget 
package. It will also encourage cross-agency and/or cross portfolio collaboration.  

68. To help support strong wellbeing analysis and high quality initiatives for Budget 
2019, I also expect agencies to continue to demonstrate a strong intervention logic 
behind their initiatives in order to be considered for funding. This should include an 
understanding of the current state and counterfactual (including a clear description 
of evidence of the problem), the different options that have been proposed to 
address the problem, evidence that the proposed initiative is the best response to 
address the problem, what the assumed outcomes behind the proposed initiative 
would be, and how the initiative will be implemented and evaluated. The 
counterfactual and intervention logic should provide the basis for how the initiative 
relates to risk and resilience. 

69. The Treasury has developed a supporting tool for cost benefit analysis – CBAx.  
For the Wellbeing Budget, the CBAx model has been updated to enable impacts 
to be linked to wellbeing domains. This can be used as a supporting tool to 
demonstrate the impact on wellbeing domains behind an initiative, but is not a 
requirement for Budget 2019. Budget 2019 will focus on impacts based on 
available evidence to ensure that we are funding initiatives that will have the 
greatest impact on wellbeing and that are the best options to address identified 
opportunities or challenges.  Further work on the development of this tool to 
support the wellbeing approach will happen over the next year.  

Non spending initiatives  

70. Non-spending initiatives (such as regulatory proposals to address a priority area, 
or outcomes of reviews that don’t have financial implications) are an important 
complement to Budget 2019 funding to achieve priority outcomes. As a part of 
building our narrative for Budget 2019, I encourage you to identify non-spending 
initiatives associated with our priorities (such as regulatory policies that support the 
Government’s economic strategy) to help build a stronger link between our fiscal 
decisions and policy and regulatory decisions.  
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71. These non-spending initiatives should be identified in the following ways for Budget 
2019: 

a. New proposals: Where there are links between new funding initiatives and 
a non-spending initiative that is not currently on a Cabinet Committee work 
programme, new proposals should be submitted using the normal Cabinet 
Committee policy process for decision-making.  

b. Current work programme: Current Cabinet Committee work programmes 
will provide a basis to identify existing initiatives that support our Budget 
priorities. These can be earmarked for Budget 2019 without adding to the 
long term agendas, or changing the timing of work already underway. 

72. I propose that these non-spending initiatives should be packaged together with 
spending initiatives to be announced or re-announced at Budget 2019 to 
demonstrate how we are delivering on our priorities.   

Assessment and prioritisation  

73. The Treasury will assess initiatives broadly based on criteria that aligns with the 
requirements set out in paragraph 60 and Annex One. I propose that this will be 
done through using a detailed RAG rating framework, which will then be used to 
prioritise initiatives. This assessment framework will be published with the Budget 
2019 guidance in order to increase transparency about how the Treasury will 
assess and prioritise initiatives to inform their advice to Budget Ministers. The 
guidance is planned to release in mid-September.   

74. Alongside the completion of this RAG framework, and providing an overall rating 
of the initiative, Treasury Vote Analysts will provide a short note summarising their 
assessments. I propose that this assessment be available for portfolio Ministers 
and agencies to access following moderation within the Treasury. This will ensure 
that the individual assessments are transparent and we are well informed as we 
enter the decision-making process.  

75. I also propose that when prioritising the Budget 2019 initiatives, consideration is 
given to:   

a. Green and amber rated cost pressure initiatives  

b. Green and amber rated priority-aligned initiatives  

c. Green rated out-of-scope initiatives 

76. This aligns with our ambition for Budget 2019 to be driven by the priority-aligned 
initiatives, but also acknowledges that there are a large number of non-
discretionary cost pressures that we must fund in Budget 2019.  
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Ministerial involvement and decision making processes  

Budget Ministers  
 
77. In Budget 2018, Budget Ministers met throughout the Budget process, and 

recommended a final Budget package to take to Cabinet. I propose that Budget 
Ministers continue to be used as a decision-making body throughout the Budget 
2019 process, to recommend a final package to Cabinet and be made up of the 
following Ministers: 

a. The Prime Minister, 

b. The Deputy Prime Minister, 

c. The Minister of Finance,  

d. Associate Minister of Finance Dr David Clark; and 

e. Associate Minister of Finance James Shaw. 

Ministerial groups to inform decision-making 

78. In Budget 2018, we used workstreams to group initiatives, and these also formed 
Ministerial groups that met twice throughout the process to discuss initiatives 
across portfolios.   

79. For Budget 2019, Cabinet Committees will be required to assist in the initiative 
development and decision-making process for Budget 2019 initiatives, and to 
encourage cross-agency and cross-portfolio collaboration.  

80. In the initiative development phase, Cabinet Committees will be required to discuss 
potential initiatives being prepared for submission, how these initiatives align with 
the priorities, where there are opportunities for Ministers and agencies to 
collaborate, and potential prioritisation and sequencing of bids. These discussions 
are likely to take place in early November and will be supported by advice from the 
Treasury. It is expected that any feedback from this process is taken into 
consideration ahead of the final submission of initiatives in December. 

81. In terms of the decision-making process, Cabinet committees will be asked to 
provide feedback on the following in early-mid March 2019: 

a. How portfolios are contributing to the achievement of Budget 2019 priorities  

b. How Ministers and agencies have engaged in developing their initiatives with 
other agencies and Ministers across the public sector  

c. Any other feedback on the initiatives supported (or not supported) by the 
Treasury in the Budget process 

82. I expect that officials groups aligned with Cabinet Committees structures will 
support each Committee, by providing cross-sector advice to the Committee ahead 
of the discussion.  
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83. Following the Cabinet Committee discussions, I will work with the Treasury and 
meet with Ministers as required to develop a final Budget package for consideration 
by Budget Ministers in early April.  

84. Further detail on this process will be provided closer to the time.  

Bilateral meetings 

85. I propose that individual meetings be held through late-October to early-November 
for each Minister and they will be run by myself (the Minister of Finance) and 
Associate Minister of Finance Dr David Clark.  

86. The purpose of these meetings will be to reinforce expectations and requirements 
for Budget 2019, and to understand from Ministers their priorities, what initiatives 
they are planning on submitting for Budget 2019, and how they are working across 
portfolios and agencies on the initiatives. This will also be an opportunity to discuss 
what options Ministers have identified to prioritise current spending within their 
portfolios, as a prerequisite to new spending in the Budget.  

87. These will be the main opportunity for individual discussions for Budget 2019. The 
remainder of the process will be more focussed on Ministerial group meetings, and 
further bilaterals will be held as required.  

Guidance and Information sessions  

Guidance  
 
88. Further guidance will be provided to agencies by mid-September, covering:  

a. More detail on the requirements for all initiatives and the assessment 
process, 

b. Budget initiative templates, and 

c. Examples to support agencies to develop initiatives and meet requirements. 

Information sessions 

89. The Treasury will be running an information session with Ministers on Monday 24 
September following the release of the Budget 2019 guidance to cover the key 
changes for Budget 2019, the overall Budget process, and where Ministerial 
engagement and input is most required. These will be limited to Ministers and 
political advisors.  

90. The Treasury will also run information sessions for agencies and private 
secretaries following the release of the Budget 2019 guidance. These will be 
scheduled in the week of 24 September.  
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Overall timeframes  

91. Table Two outlines the key dates that you need to be aware of for Budget 2019: 

Table Two: Key dates for Budget 2019 
Item Date 
Cabinet considers Budget Strategy 
Cabinet Paper  Monday 3 September 

Budget 2019 Guidance is released  Mid-September 
Information sessions with Ministers  Monday 24 September  
Information sessions with agencies  Week of 24 September 
Bilateral meetings  Late-October to early-November 
Agencies to submit initial information on 
initiatives to the Treasury for cross-
portfolio engagement check-in.  

Tuesday 23 October 

Cabinet Committees discuss potential 
initiatives, highlight areas for further 
collaboration and discuss prioritisation of 
initiatives. 

Week of 5 November 

All initiatives submitted, including 
identified prioritisation of current 
spending options due. This includes:  
• Letter to the Minister of Finance  
• Initiatives uploaded to CFISnet

Friday 14 December 

Treasury assessment of all initiatives due Friday 15 February   
Cabinet Committee consideration of 
initiatives  Early-mid March  

Consultation 

92. This paper was prepared by the Treasury. All agencies have been consulted on 
the Budget 2019 priorities and some aspects of the strategy.  

Financial Implications 

93. There are no direct fiscal implications resulting from this paper.  

Human Rights 

94. There are no human rights implications arising from this paper.  

Legislative Implications 

95. There are no legislative implications associated with this paper.  

Regulatory Impact Analysis 

96. There are no regulatory implications associated with this paper.  
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Gender Implications 

97. There are no gender implications associated with this paper. 

Disability Perspective 

98. There are no disability implications associated with this paper.  

Publicity and communication 

99. The communication of policy decisions, the Budget Strategy and the Budget Policy 
Statement will be led by the Minister of Finance’s office and co-ordinated by the 
Prime Minister’s Office.  

Recommendations 
 
100. I recommend that Cabinet: 

 
Wellbeing context 
 
1 note that this Government has committed to taking a wellbeing approach to 

policy and decision-making, which goes beyond looking at economic 
indicators to considering a wider set of factors to improve intergenerational 
wellbeing for all New Zealanders; 
 

2 note that Budget 2019 will be an important first step to showing how the 
wellbeing approach can be used to inform our investment priorities and 
funding decisions, and to measure our success;  

 
 

3 note that changes to the Budget are only one part of a wider package of 
State Sector reforms, including proposed change to the State Sector Act 
1988 and the Public Finance Act 1989, which will support our ambition to 
embed a stronger focus in the public service on improving New Zealand’s 
wellbeing; 
 

4 note that alongside this reform programme, work is also underway to support 
improved strategic decision-making, including: 

 
4.1. Stats NZ’s development of Indicators Aotearoa New Zealand – Ngā 

Tūtohu Aotearoa, a comprehensive suite of economic, social, cultural 
and environmental indicators; 
 

4.2. the Treasury’s development of the Living Standards Framework, with 
the publication of a Living Standards Dashboard (largely drawn from 
Indicators Aotearoa New Zealand – Ngā Tūtohu Aotearoa) by the end 
of 2018; 

 
4.3. piloting non-legislative options for embedding a wellbeing focus in 

public sector departments’ strategic planning and performance 
reporting. 
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Budget 2019 priorities 
 

5 note that Budget 2019 represents the first time a collaborative process has 
been run with the input of agencies, Departmental Science Advisors and 
Ministers to determine a specific set of wellbeing priorities; 
 

6 agree that the following priorities inform both investment and decision-
making for Budget 2019 to support the Government’s wellbeing ambition: 

 
6.1. Creating opportunities for productive businesses, regions, iwi and 

others to transition to a sustainable and low-emissions economy; 
 

6.2. Supporting a thriving nation in the digital age through innovation, social 
and economic opportunities; 

 
6.3. Lifting Māori and Pacific incomes, skills and opportunities; 

 
6.4. Reducing child poverty and improving child wellbeing, including 

addressing family violence; and 
 

6.5. Supporting mental wellbeing for all New Zealanders, with a special 
focus on under 24s. 

 
7 note that these priorities have been informed by evidence around where the 

biggest gains can be made for intergenerational wellbeing, what can feasibly 
be delivered for Budget 2019 and alignment with the Government’s 12 
outcome areas agreed by the Cabinet Priorities Committee; 

 
Budget 2019 Scope 

 
8 note that in order to ensure we can deliver on our wellbeing objectives, 

Budget 2019 will include expectations around the types of initiatives that will 
be considered within scope of the Budget 2019 process; 

 
9 agree that the following initiatives will be considered within scope of the 

Budget 2019 process:  
 

9.1. Initiatives aligned to one or more of the five priority areas outlined in 
recommendation 6 above, including non-spending initiatives and 
business-as-usual pressures;  

 
9.2. Non-discretionary cost pressures which are driven by market factors 

and where there is a high level of risk attached with not funding the 
initiative in Budget 2019; and 

 
9.3. Prioritisation initiatives (savings) of up to one percent of a portfolio’s 

baseline which reflect spending that is not aligned to Government 
priorities or is of low value. 

 
10 note that identifying at least one percent of prioritisation for each portfolio will 

be a prerequisite before any new initiatives will be considered through 
Budget 2019;  
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11 note the Treasury will be providing further information on expenditure 

considered within scope of this prioritisation process through the detailed 
guidance released in mid-September; 

 
12 note that initiatives not aligned to the criteria set out in recommendation 9 

above, will be considered outside of scope for Budget 2019, will face a higher 
bar for funding and only be considered under exceptional circumstances; 

 
Fiscal Strategy and allowances 

 
13 note that Budget 2019 will be delivered in line with the Government’s Budget 

Responsibility Rules; 
 

14 note that operating allowances will remain as signalled in Budget 2018, 
however a number of precommitments have already been agreed against 
this allowances reducing the available amount in Budget 2019 to $2.1 billion 
operating per annum; 

 
15 note this operating allowance is lower than the final allocation in Budget 2018 

and, in order to deliver on the Government’s wellbeing objectives, initiatives 
are likely to go through a robust assessment and prioritisation process where 
trade-offs will be required; 

 
16 note under the current fiscal management approach all new capital 

expenditure is charged against a single-year capital allowance, which means 
trade-offs are made between initiative submitted in a single year without 
visibility of medium to long-term capital requirements; 

 
17 agree to move from a single-year capital allowance to a rolling multi-year 

envelope to address this issue, with the following key changes: 
 

17.1. for the envelope to roll forward each year (rather than be for a fixed 
period); 

 
17.2. for the size of the envelope to reflect capital investment over four 

Budgets;  
 

17.3. to count the full cost of capital expenditure decisions against the four-
year envelope; and 

 
17.4. to consider the impact of the procurement profile of expenditure on net 

core Crown debt as part of the decision-making process. 
 

18 note this new approach will increase the transparency of the impact of 
spending decisions and improve our ability to take a longer-term view of 
capital commitments; 

 
19 note existing capital precommitments will be charged against the multi-year 

envelope and the size of this envelope will be determined through the 
development of the Budget Policy Statement released in December; 
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Key requirements for initiatives 
 
20 agree that all initiatives submitted in Budget 2019 will be required to 

demonstrate:  
 

20.1. alignment with the Budget 2019 priority areas and broader Government 
aims;  

 
20.2. a well-evidenced wellbeing analysis and narrative which shows how 

the outcome of an initiative impacts on wellbeing domains, the four 
capitals, and risk and resilience;   

 
20.3. a strong intervention logic and evidence as to why the initiative 

presented is the best option;  
 

20.4. detailed costings, scaling options and assessment of risk; and 
 

20.5. evidence of cross-agency and cross-portfolio collaboration.  
 

21 note that the Treasury will assess initiatives broadly based on the criteria 
that aligns with requirements set out in recommendation 17 above;   

 
22 agree that all initiatives, including initiatives for baseline prioritisation, be 

submitted to the Treasury on Friday 14 December; 
 

23 agree that, in order to support cross-agency collaboration, agencies be 
required to submit a meaningful title and description and indicative costings 
to the Treasury on Tuesday 23 October, including a brief outline of the 
different agencies and Ministers that have engaged in the process and the 
priorities the initiative aligns with; 

 
24 note this information will enable the Treasury to review the proposed 

initiatives, provide advice and inform Cabinet Committee discussions on 
where consultation and engagement may be required, ahead of final 
submission in December; 

 
Ministerial engagement and input 

 
25 note Cabinet Committees will be required to assist in the initiative 

development process for Budget 2019 initiatives, specifically to: 
 
25.1. discuss programmes within their portfolios that will support the 

priorities,  
 

25.2. identify opportunities for cross agency and/or cross portfolio 
collaboration; and 

 
25.3. discuss prioritisation of initiatives and provide a check that portfolio 

work is progressing in the lead-up to the final submission of initiatives 
in December. 
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26 note that Cabinet Committees will also be required to assist and help 
prioritise initiatives in the decision-making process, and further details on this 
will be provided by the Treasury;  
 

27 note the Minister of Finance and Associate Minister of Finance, Dr David 
Clark, will be meeting with all portfolio Ministers in late October and early 
November to get visibility on potential initiatives for Budget 2019 and discuss 
baseline prioritisation options with Ministers; 

 
Guidance and information sessions 

 
28 note the Treasury will be releasing detailed guidance to agencies on the 

Budget 2019 process by mid-September; and 
 

29 note that, following the release of this guidance, the Treasury will be holding 
separate information sessions with portfolio Ministers and agencies in late 
September to outline key details of the process. 

 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
Date: 
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