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Budget Ministers 2
Budget 2019: Updated Package

25 March 2019



Purpose

The key objectives for this meeting are to:
• Provide you with an update on where the Budget package is getting 

to following BM1 and bilaterals.
• Consider what we may wish to fund in the Budget to respond to 

events in Christchurch.
• Discuss our fiscal strategy and allowances based on the Treasury’s 

preliminary forecasts and advice. 
• Consider a mock-up of the Wellbeing Budget document. 

2

Note this purpose differs from the original intention of agreeing to a near-final Budget 
package. This follows the events in Christchurch and a number of outstanding decisions 
across priorities. The new proposed timeline and plan for decision-making is outlined on 
slides 25 and 26. 



Contents

1) Executive Summary

2) Christchurch Response – Funding

3) Update on Budget 2019 Package

4) Preliminary Economic and Fiscal Forecasts

5) Budget Products

6) Next Steps
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1) Executive Summary

• The updated Budget package incorporates changes agreed to date following feedback at 
Budget Ministers 1 and subsequent bilateral discussions. 

• Recent events and ongoing discussions on a number of packages mean this version of the 
Budget package does not include likely changes in a number of areas. These areas include 
child poverty, welfare, education, mental health, Māori and Pacific, rail, FVSV, and 
initiatives responding to events in Christchurch.

•

• I propose to prepare a near-final package (that will be subject to agreement by Budget 
Ministers) to share with Cabinet Committees and agencies on 1 April. This will be finalised 
and agreed at Budget Ministers 3 on 8 April.

4
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• In light of the events in Christchurch, officials have considered new funding required to respond, and whether any 
initiatives need to be reconsidered that were already in the Budget process. Currently. 

. Note that these numbers are continuing to move as it is early in the response, and there are a 
number of areas where uncertainty is too great at this point to provide exact figures.  

• I propose the following initiatives on this slide and next be considered for Budget 2019. These may require Cabinet 
agreement ahead of Cabinet agreeing to the Budget package on 15 April.

2) Christchurch Response - Funding

5

New funding required

Portfolio Description of Initiative Opex ($m)

Police Systems required to implement the buy-back of firearms (note this is in addition to funding required for the 
actual buy-back of the firearms). 18.013

Ethnic 
Communities

Office of Ethnic Communities (OEC) uplift and additional grant funding – Funding over four years for 
extending the reach of the Ethnic Communities Development Fund and to increase engagement and capacity 
across NZ to support ethnic communities. This also includes funding for increased staffing in Christchurch, 
translation/interpreting services, scoping a multimedia campaign about diversity, safety and freedom in NZ. Around 
$3 million of this funding will be required this financial year. 

46.225

Ministerial 
Services and 
Internal Affairs

Ministerial services and Internal Affairs support – Guests of Government, additional Ministerial travel, additional 
security measure, costs related to Visits and Ceremonial Office and VIP transport services. (Note this was 
considered by Cabinet today, as was funding for the inquiry, and a National Rememberance Service).

2.000

Internal Affairs Regulation for Digital Safety – Investing in digital safety to combat online hosting and sharing of objectionable 
material that encourages terrorism. Note this includes $750k of capex. 13.265

Total

Police Gun buy-back scheme – Note that the Government is developing a response to the gun buy-back, and costs are 
currently indicative. The source of funding is still being worked through. 100 - 200

[33]
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2) Christchurch Response - Funding

6

Re-considered Budget initiatives 

Implementation of the Cyber Security Strategy 2018 – This initiative is not currently in the draft package, but there are options to fund it. The 
agency sought  for Budget 2019, and the Treasury Vote team recommends $4 million. 

Hāpaitia te Oranga Tangata – Victim Services – Additional funding, on top of the amount sought and supported in this initiaive, is likely to be 
required in 2018/19 and 2019/20 due to increased demand. We also recommend including funding for victims of serious crime and family 
members of homicide victims in Christchurch. 

• In addition to the initiatives above, the Treasury and other agencies will continue to monitor funding required across 
areas such as mental health, health, police, justice and court services, ACC, and 

 Consideration will need to be given to how new initiatives are funded if enough certainty is not 
established ahead of 15 April. 

•

[33]

[33]

[33]

[33]

[33]

[33]



3) Overview of Updated Budget Package 

The updated Budget package includes total operating funding of $11.4 billion ($2.9 billion p.a.). This
exceeds the operating allowance signalled in the BPS by $5.0 billion ($1.2 billion p.a.). 

On the capital side, the updated package includes $6.3 billion of funding, leaving $2.6 billion in the multi-
year capital allowance for the next three Budgets. Capital spending in the package is heavily front-loaded, 
with around two-thirds expected to occur by 2021/22.

7
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Priority A
Creating opportunities for 

productive businesses, regions 
and iwi and others to transition 

to a sustainable and low-
emissions economy 

3) Flagships in the Updated Package
Priority B

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

economic opportunities

Priority C
Lifting Māori and Pacific 

incomes, skills and 
opportunities

Priority D
Reducing child poverty and 
improving child wellbeing, 

including addressing family 
violence

Priority E
Supporting mental wellbeing 

for all New Zealanders, with a 
special focus on under 24s
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Sustainable Land Use 
Package

 opex
capex

Agriculture, energy and 
waste research
$ 104m opex
$ 15m capex

KiwiRail cost pressures and 
rolling stock
$ 404m capex

Deepening venture-capital 
markets through NZVIF & the 
NZ Super Fund (non-spending 
initiative, pending Cabinet 
approval)

Statistics NZ 
$ 135m opex

Delivering cyber and digital 
strategies 
$ 101m opex
$ 10m capex

Transforming the care 
system (OT)
$ 684m opex
$ 175m capex

Addressing family and 
sexual violence
$ 300m opex
$ 10m capex 

Education pressures 

Expanding services and 
testing new pilots
$ 1b opex

Transforming the care 
system (OT)
$ 137m opex

Investing in housing and 
employment (social 
determinants of mental 
health)
$ 369m opex
$ 34m capex

$462m opex $599m opex $2.1b opex $522m capex $1.7b opex $40m capex

C
os

t 
pr

es
su

re
s Health

 opex 
 capex Education 

Justice sector

$9m capex

Social Development
$616m opex 
$64m capexTransport 

$8m opex
$800m capex

Other cost pressures 
$1.1b opex
$61m capex

Totals:
$11.4 billion opex
$6.3 billion capex

Innovation Package

8

Discussions are ongoing on 
the Future of Rail programme 
and City Rail Link

Initiatives that respond to 
events in Christchurch
TBC

The mental health package is 
subject to further development

New packages have been 
proposed that are still under 
consideration.
The following are likely to 
become the largest 
components of the package
• Whānau ora 
• Hapaitia package 
• Housing  & community 

development 

WEAG and other child poverty-
related initiatives are yet to be 
incorporated, including 
indexation of main benefits, 
changes to s70A, and changes 
to abatement thresholds. 
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9

Health

Safety

Knowledge & Skills

Jobs & Earnings Income & Consumption

Civic Engagement 
& Governance

Social 
Connections

Housing Cultural Identity

Time UseEnvironment
Subjective 
Wellbeing

Representation of wellbeing domains targeted by updated Budget package

Note the graphic is intended as an indicative representation only, based on a very rough approximation of primary and secondary 
wellbeing domains as identified by agencies. Due to difficulties estimating and comparing actual outcomes, relative sizes are based on 
funding levels included in the package rather than outcomes expected. Also, it does not distinguish between cost pressure funding 
(largely aimed at maintaining wellbeing levels) and funding for new initiatives (aimed at increasing wellbeing levels).

The graphic below provides a rough visualisation of the wellbeing domains targeted by the 
updated Budget package based on funding included.

3) Illustration of Wellbeing Domains in Package



Headline initiatives/packages
• Sustainable land use package 
• Research into agricultural emissions, new energy, 

and waste 
• Two large KiwiRail capital cost pressures (cost 

pressure and purchase of rolling stock)
Links to non-spending initiatives
• Emissions Trading Scheme Reforms
• Resource Management Act Phase Two Reforms
• The Zero Carbon Bill
Relevant pre-commitments
• The One Billion Trees programme
• The Provincial Growth Fund* (see below)
• Auckland City Rail Link
• Maintaining an Electric Locomotive Fleet on the 

North Island Main Trunk Line

15 
initiatives

3) Priority A – Creating opportunities for productive businesses, 
regions and iwi and others to transition to a sustainable and low-
emissions economy 

opex capital

opex

capital

opex

$404m 
capital

Environment Knowledge & 
Skills

Medium-term to 
long-term impacts

Environment Jobs & 
Earnings

Environment Income & 
Consumption

EnvironmentSafety Social 
Connections

Short-term impacts Maintaining & 
growing NZ’s 

transport network, 
through investing in 

KiwiRail

Enabling sustainable 
land use through 

policy & institutional 
change

Research into agricultural 
emissions, new energy

and waste

Strengthening 
environmental and local 

government systems

Knowledge & 
Skills

Cultural
identity

Short-term impacts

Summary of PackageWellbeing Domains & Timing

Short-term impacts

Knowledge & 
Skills

*Note that initiatives funded through the PGF also represent 
significant investments contributing to the outcomes of 
Priorities A, B, and C.

 
capital
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3) Priority A – Changes since Budget Ministers 1

The updated package incorporates the following changes since Budget Ministers 1:
• An Environment bid, ‘Improving New Zealand’s resource efficiency by reducing waste’ 

has been added to the package.
• The Research, Science and Innovation bid ‘Advanced Energy Technology Platform’ has 

been added to the package.
• A late bid from the Fisheries portfolio ‘Implementation of on-board cameras for 

commercial fishing vessels’ has been added to the package.
• The cost of the bid ‘Our Place in Antarctica – The redevelopment of Scott Base’ has 

been confirmed and added to the package.

11

Further changes to this priority are possible following: 

• A meeting with Productivity Ministers scheduled for tonight.

• Additional advice to be received from Sustainable Land-Use Ministers. 



3) Priority B – Supporting a thriving nation in the digital 
age through innovation, social and economic opportunities

Supporting Statistics NZ 
deliver national 

statistics & enhanced 
wellbeing data

$135m 
opex

Delivering Government 
cyber and digital 

strategies

$101m 
opex

Innovation Package –
Supporting businesses

develop high-value 
products & adopt 

productive technologies

Supporting digital 
inclusion & learning for life

$27m 
opex

$10m 
capital

Headline initiatives
• Deepening venture-capital markets through NZVIF 

and the NZ Super Fund (non-spending initiative, 
pending Cabinet approval).

• Innovation Package, focussed on increasing funding 
for business R&D and incubator programmes and 

Other focuses of package
• Maintaining support for the Government’s data, 

digital, and cyber strategies.
• Helping NZers participate in the digital age through 

initiatives promoting reskilling and digital literacy.

Links to other initiatives & announceables
• Phase two of the R&D tax credit, which would 

broaden refundability (pending Cabinet approval).
• Reforming vocational education (funded from 

reprioritisation outside Budget allowances).
• ‘New energy’ R&D initiatives in Priority A complement 

the Innovation Package.

Summary of PackageWellbeing Domains & Timing

Civic Engagement & 
Governance

Income & 
Consumption

Short-term impacts

Income & 
Consumption

Environment Safety

Knowledge & 
Skills

Jobs & 
Earnings

Jobs & 
Earnings

Knowledge & 
Skills

Income & 
Consumption

Social 
Connections

Short-term impacts

Short-term impacts

Short-term impacts

16 
initiatives

$11m 
capital 
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3) Priority B – Changes since Budget Ministers 1

The updated package incorporates the following changes since Budget Ministers 1:
• Two notable non-spending initiatives have been added to the package pending Cabinet 

approval – supporting NZVIF from the NZ Super Fund and phase two of the R&D tax 
credit.

• An ‘Innovation Package’ has been created from initiatives across Priorities A and B that 
support and enable business innovation. It includes five initiatives that fund commercial-
focussed R&D and business incubator programmes, and two initiatives that support new 
productive technologies for businesses.

13

Further changes to this priority may occur following a meeting with Productivity Ministers
scheduled for tonight.



Civic 
Engagement & 

Governance

Short to long-term impacts

Cultural 
Identity

3) Priority C – Lifting Māori and Pacific incomes, 
skills and opportunities

initiatives operating capital

• Following bilaterals with Māori and Pacific Ministers, 
new packages have been proposed that are still 
under consideration and likely to change (further 
details on the following slide).

• To provide an illustration, I have included the Māori 
Ministers’ proposed “Whānau Wellbeing” package in 
the draft Priority C package.

Headline initiatives/packages
• Still being worked through with Māori and Pacific 

Ministers, but likely to include: 
- Whānau Ora
- Health and housing package

Links to non-spending initiatives 
• Maihi Karauna: Māori Language Strategy

• He Kai Kei Aku Ringa: Crown-Māori Economic 
Growth Partnership 

Notable pre-commitments 
• Not applicable

Knowledge & 
Skills

Jobs & 
Earnings

Short to long-term impacts

Social 
Connections

Short to medium-term impacts

Summary of PackageWellbeing Domains & Timing

14

Cultural 
Identity

Housing

Whānau
wellbeing

The future 
wellbeing of 

Māori

Wellbeing of 
communities

Wellbeing of culture 
and language

Pacific initiatives

 
opex

opex

opex

opex

Cultural 
Identity

Safety

Cultural 
Identity Knowledge & 

Skills
Subjective 
wellbeing

Cultural 
Identity

Medium-term impacts

Short to medium-term impacts

Social 
Connections

Jobs & 
Earnings
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3) Updated Package – Priority C

15

• I am currently considering package changes proposed by Māori and Pacific Ministers 
that significantly change this priority.

•

- Whānau wellbeing
- Wellbeing of culture and language
- Wellbeing of communities
- The future wellbeing of Māori

•
• I am working to develop a new Priority C package, which will be included in the package 

for Cabinet Committees next week. 

[33]
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3) Priority D – Reducing child poverty and improving child 
wellbeing, including addressing family violence

45 
initiatives

$2.1b 
operating

$522m 
capital

Headline initiatives/packages
• Transforming the care system 
• Family Violence and Sexual Violence Package  
• Improving incomes/addressing the cost of living (to come 

through WEAG changes)
• Child Poverty (further initiatives to come)
Links to non-spending initiatives 
• Child Poverty Reduction Act 
• The National Strategy and Action Plan for the Prevention 

and Reduction of Family and Sexual Violence
Relevant pre-commitments 
• Royal Commission Inquiry into Historical Abuse
• Funding for Transforming Our Response to Children and 

Young People at Risk of Harm 

Safety Knowledge & 
Skills

Health

Short-term impacts

Knowledge and 
Skills

Subjective 
Wellbeing

Short to medium-term impacts

Jobs & 
Earnings

Safety Health Subjective 
Wellbeing

Short to medium-term impacts

Income & 
consumption

Short-term impacts

Long-term impacts

HealthKnowledge & 
Skills

Summary of PackageWellbeing Domains 
& Timing

16

Note that initiatives in this priority have strong links to the 
prevention of negative mental health outcomes, and 
initiatives in Priority E that focus on children also support this 
priority. 

$684 m 
opex 

$175 m 
capital

$300 m 
opex 

$10 m 
capital

$285m 
opex

$138 m 
opex  

$111 m 
opex 

Note that a welfare package for Budget 2019 will likely 
incorporate the following initiatives: 
- Indexation of main benefits 
- Changes to s70A
- Abatement rates 

[33]



3) Updated Package – Priority D

17

The updated package incorporates the following changes since Budget Ministers 1:
•

• Only funding one of the next two waves of the Growing up in New Zealand longitudinal 
study. 

Further changes to this priority are highly likely to occur due to the following: 

• Meeting with the Prime Minister and Minister of Social Development on welfare and 
child poverty is scheduled for tomorrow. 

• Justice sector Ministers are re-looking at how they would prioritise their collective 
initiatives across priorities and cost pressures.

• FVSV Ministers and agencies are looking at preferred options within certain 
envelopes.

• Further work between Ministers and agencies in the Education portfolio.  

[38]



3) Priority E – Supporting mental wellbeing for all New 
Zealanders, with a special focus on under 24s

Headline package
Expanding access and choice of primary and community mental 
health and addiction responses
•New multi-discplinary team approach, pro-care, in primary care for 
complex health issues
Universal services
•More access to mental health teleservices and e-therapy programmes
•National promotion campaign to reduce stigma around mental health and 
support people to build resilience 

•Wraparound support for families of homicide victims

Targeted services
•Increased access to suicide prevention services for high-need populations
•Increased access to mental health services in decile 1-4 schools 

Other focuses of package
•Expands Housing First, phases in more long-term Transitional Housing 
places, and improves access to employment services for high-need groups

•Maintains access to Alcohol and Other Drug related services 

•Maintains access to Forensic Mental Health Services

•Aims to meet minimum legislative requirements for OT

Links to other initiatives
•Many initiatives in Priority D will support building a transformative pipeline 
in supporting the mental wellbeing of under 24 year-olds

16 
initiatives

$1.7b 
operating

$40m 
capital

Summary of PackageWellbeing Domains 
& Timing

Short-term impacts

SafetyHealth Subjective 
Wellbeing

$1 b 
opex

Expanding 
services and 

testing new pilots

$137 m 
opex

Transforming the 
care system (OT)

Keeps current 
services running 
(including pilots)

$145 m 
opex

Invests in social 
determinants of 
mental health –

housing for 
homeless and 
employment

$369 m 
opex

$34 m 
capex 

Short-term impacts

SafetyHealth Jobs & Earnings

Short-term impacts

SafetyHealth Subjective 
Wellbeing

Short-term impacts

Health Income & 
consumption

Housing

18



3) Updated Package – Priority E

19

The updated package incorporates the following changes since Budget Ministers 1, 
which includes a total increase of  operating over the forecast period:
• Increases funding by 

• Increases funding by $139 million to expand Housing First and phase in more long-term 
Transitional Housing places. 

• Increases funding by $84 million to expand Hāpaitia te Oranga Tanagata – Increasing 
Access to Mental Health and Addiction Support. 

Further changes to this priority are highly likely to occur following: 
• Further work between Ministers and agencies in the Health portfolio to determine 

which initiatives to include in a potential $1 billion Mental Health package for the 
portfolio.

A key question is whether there is national or targeted rollout of pro-care.
• Note, there are risks around workforce availability and 

• This decision will impact key decisions. 
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3) Non-Discretionary Cost Pressures

20

87 
initiatives

$6.4 billion 
operating

$
capital

Fig 3 – Portfolio Breakdown of Operating Cost Pressures Fig 4 – Portfolio Breakdown of Capital Cost Pressures

• Cost pressures and non-discretionary intiatives (e.g. legislative requirements) form a significant 
portion of the updated package. These initiatives largely maintain current wellbeing levels.

• The package addresses pressures that pose critical risks to service delivery and alleviates some 
capacity constraints facing agencies. 

• A portion of the multi-year capital allowance has been used to support a ‘pipeline’ approach to 
investments, particularly in Health and Education.
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3) Initiatives Outside Priority Areas

21

30 
initiatives

$108 million 
operating (net of savings)

$47 million
capital

• Initiatives that are not aligned with priorities or cost pressures have not been included in the package 
unless they are of extremely high merit, outlined in the Coalition or Confidence and Supply 
Agreements, Speech from the Throne or have risks attached to not funding. 

• Several initiatives have been included in the package since Budget Ministers 1, including two 
immigration initiatives supporting regulatory compliance in primary sectors and enhancing our ability 
to prevent a maritime mass arrival.

Fig 5 – Portfolio Breakdown of Operating outside priorities
Fig 6 – Portfolio Breakdown of Capital outside priorities

[

[33]

[33]

[33]

SwainC�
FreeText
Explanatory note: ODA funding is equal to 0.28% of Gross National Income (GNI).  The difference between this figure and the final figure in Budget 19 is due to a change in reprioritisations and an increase in GNI forecasts at the budget economic and fiscal update.�



• Ministers were required to identify the lowest value/priority 1% of expenditure within their 
baselines. Not all Ministers with funding within scope completed the exercise.

• The Treasury is providing Finance Ministers with further advice about prioritisation 
initiatives, to help determine which initiatives to accept. I will seek decisions from you on a 
final prioritisation package at BM3 on 8 April.

• A summary of the current prioritisation package is as follows:

• After ‘ring-fencing’ $197 million of Fees-Free underspends for the Review of Vocational 
Education, $513 million remains.

3) Prioritisation

Assessment Identified by Ministers in their 1% ($m) Included in draft package ($m)

Green (Support for prioritisation) 553 553

Amber (Needs further consideration) 198 157

Red (Do not support for prioritisation)

TOTAL

22
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4) Preliminary Economic & Fiscal Forecasts

23

• The Treasury's preliminary Budget 2019 economic forecasts see a slightly 
weaker economic growth outlook compared with the Half Year Update.

• Tax revenue is forecast to be a cumulative $1.2 billion (0.3%) lower than at 
the Half Year Update.

• The Treasury's preliminary fiscal forecasts show a slightly weaker outlook 
compared with the Half Year Update. Net Core Crown debt is forecast to fall 
to 19.6% of GDP in 2021/22.

- However this is based on the Budget allowances announced in the 
Budget Policy Statement.

- The draft package exceeds the operating allowance by $1.2 billion p.a.

- [34]



5) Products 

• I will present a mock-up of the document for Budget 2019 at this 
meeting. As discussed at BM1, this document brings together the: 
– Wellbeing narrative of the Budget
– Requirements of the Fiscal Strategy Report
– Summary of Initiatives; and 
– New child poverty reporting requirements

• I also propose that this document incorporates quotes from 
Ministers related to each initiative, and overarching packages, 
thereby removing the need for Ministers to have individual press 
releases.  

24



• As mentioned, there are a number of outstanding decisions yet to be 
incorporated into the Budget package that prevent seeking agreement to a 
near-final package this meeting.

• However, Cabinet Committees are scheduled to discuss the Budget package 
next week. Also, agencies require indicative decisions ahead of BM3 to begin 
drafting financial recommendations for the Budget Cabinet paper.

• I propose taking a package to Cabinet Committees that incorporates changes 
still to be made through this week. This would be presented as a near-final 
package and subject to final agreement by Budget Ministers on 8 April. 

• Also, in the week of 1 April, I propose informing agencies of the package that 
goes to Cabinet Committees to enable development of the Cabinet paper. 
Again, this would be communicated as near-final and still subject to final
agreement by Budget Ministers on 8 April.

6) Next Steps – Package to go to Cabinet 
Committees

25



6) Next steps

Budget 
Ministers 1

11 March

Budget 
Ministers 2

25 March

Cabinet 
approval
of Budget 
package       
(15 April)

Treasury
prepares final 
Budget package. 

Treasury updates 
draft package for 
Budget Ministers 2

APRILMARCH

Meeting will 
cover:
Discussion on 
draft Budget 
package across 
all initiatives, 
wellbeing impacts 
and key trade-
offs. 

Meeting will cover:
Discussion on updated 
draft package and 
bilateral and 
multilateral 
engagements with 
portfolio ministers. 
Update on economic 
and fiscal forecasts.

Meeting will cover: 
Finalise Budget 
package to take to 
Cabinet. 

Budget 
Ministers 3

8 April

We are here

Bilateral meetings (7 -26 March)

Treasury 
assessment of 
initiatives & 
development of
draft package Budget 

production
phase and 
Budget 
Moratorium 
(15 April-30 
May)

Cabinet 
Committee 
meetings to

discuss draft 
packages
(Week of 4 

March)

Treasury updates 
draft package
based on Cabinet 
Committee & 
Finance 
Ministers’ 
discussions

Finance 
Ministers meet 

to discuss 
prioritisation 
submissions

(4 March)

Cabinet Committee 
meetings to discuss 
near-final package 

that I put up (Week of 
1 April)
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