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GUIDE TO THE BUDGET DOCUMENTS

A number of documents are released on Budget

day. The purpose of these documents is to provide
information about the Government’s fiscal intentions
for the year ahead and the wider fiscal and economic
picture. The documents released on Budget day are
as follows:

Wellbeing Budget 2020: Rebuilding Together

The Wellbeing Budget is the main source of Budget
information. It sets out the Government's priorities for
the Budget, the approach taken to develop it, and a
summary of all initiatives included in Budget 2020. It also
contains reports on fiscal strategy and child poverty, as
required under the Public Finance Act 1989. These outline
respectively the Government's short-term fiscal intentions
and long-term fiscal objectives, and how the Government
is progressing towards its child poverty targets. The
Summary of Budget Initiatives document is incorporated
as an annex.

Budget Speech

The Budget Speech is the Budget Statement the Minister
of Finance delivers at the start of Parliament's Budget
debate. The Budget Statement generally focuses on the
overall fiscal and economic position, the Government's
policy priorities and how those priorities will be funded.

Budget Economic and Fiscal Update

The Update includes the Treasury's economic forecasts
and the forecast financial statements of the Government
incorporating the financial implications of Government
decisions and other information relevant to the fiscal
and economic outlook. The Update also discusses key
risks to the economic and fiscal forecasts.
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The Estimates of Appropriations

The Estimates outline, for the financial year about to start
(the Budget year), expenses and capital expenditure the
Government plans to incur on specified areas within
each Vote, and capital injections it plans to make to
individual departments. The Estimates are organised

into 10 sector volumes, with each Vote allocated to

one sector. Supporting information in the Estimates
summarises the new policy initiatives and trend
information for each Vote and provides information on
what is intended to be achieved with each appropriation
in a Vote and how performance against each
appropriation will be assessed and reported on after the
end of the Budget year.

Also released on Budget day:

The Supplementary Estimates of Appropriations

The Supplementary Estimates outline the additional
expenses, capital expenditure and capital injections to
departments required for the financial year about to
end. Supporting information for each Vote provides
reasons for the changes to appropriations during the
year, related changes in performance information and
full performance information for new appropriations.

To download these documents and explore additional
interactive content visit www.budget.govt.nz
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FROM THE PRIME MINISTER

Wellbeing Budget 2020: Rebuilding Together has been prepared
and delivered under circumstances that were unimaginable just
months ago. The usual Budget preparation and negotiation
process was put aside when COVID-19 arrived in New Zealand
and we began again.

We began again knowing that we had to lead New Zealand'’s people and
economy through this crisis.

We began again knowing that the global economy was suffering and that New Zealand would be
affected in ways beyond our control.

We began again knowing that we had to meet the immediate needs of New Zealanders while also
underpinning an ongoing economic recovery.

We began again knowing that we had the chance to reset some things and embrace any opportunity,
albeit uninvited and unwelcome, offered to us by the disruption to business-as-usual that COVID-19
caused.

And that is what Budget 2020 delivers.

It ensures that our schools and hospitals will receive ongoing investment so they can provide for
our families and whanau. That our vital infrastructure projects will continue in a way that reduces
our carbon footprint. That we continue to invest in mental health to support our people.

On our health response, we went hard and early to fight COVID-19 and that success has opened
up economic opportunities. Now, it's time to get the economy moving again both domestically and
internationally to make the most of the head start New Zealand has with its recovery.

This Budget shows how we are positioning New Zealand for an economic recovery that will make
New Zealand the best place it can be to live, study and work.

All of this work has been done through a wellbeing lens that considers the needs of New Zealand’s
people and environment alongside our economy. That process, started in the 2019 Wellbeing Budget,
is non-negotiable. It encapsulates our approach to every decision we make and every action we take,
be it on an everyday basis or, like this, in times of crisis.

Our focus on the things we know matter — our people, our jobs, our education, our health, our
environment — has not dimmed, it has grown. The process for the Budget may have changed,
but these things are now more important than ever.

So now we begin our rebuild, together.

RT HON JACINDA ARDERN
Prime Minister of New Zealand
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FROM THE MINISTER OF FINANCE

Wellbeing Budget 2020: Rebuilding Together is being presented
in unprecedented and uncertain times. It represents an important
moment in our response to, and recovery from, the COVID-19
pandemic.

While the full impact on New Zealand’s society and economy from COVID-19 will
only become clear over the coming months, this Budget takes important steps to
face a 1-in-100 year health and economic challenge.

We are continuing the focus on New Zealanders’ wellbeing as reflected in Budget 2019. Our first Wellbeing
Budget embedded wellbeing into the way we work, made meaningful progress towards breaking down agency
silos and balanced the needs of present generations, while also addressing New Zealand’s long-term challenges.

However, achieving genuine and enduring change will take time, which is why the Government has committed
to taking a wellbeing approach to Budget 2020 and beyond.

New Zealand’s ability to respond strongly to COVID-19 has highlighted the importance of investing in, and
maintaining, core government services that support all New Zealanders’ lives and wellbeing. Accordingly, the
Budget 2020 package focuses on support for public services and key infrastructure. This builds on the record
investment made in the past two years, rebuilding services after a decade of underfunding. It remains critical
we maintain the vital public services New Zealand needs to overcome COVID-19.

This investment will complement and support our targeted COVID-19 response, recovery and rebuilding
measures. The $50 billion COVID-19 Response and Recovery Fund (CRRF), established through the Budget,
will be used to continue our support for households and businesses and begin the work to help support our
society and economy to rebuild.

New Zealand's fiscal position was strong going into the COVID-19 pandemic. We delivered on our fiscal
strategy to reduce net core Crown debt below 20 per cent of gross domestic product (GDP) and achieved
$13 billion of operating surpluses in our first two years in office.

This strong fiscal position means we are well placed to make important investments to cushion the blow of
COVID-19 on the economy and on the wellbeing of New Zealanders.

Running operating deficits and allowing net core Crown debt to increase is a necessary and responsible move
as we fight the virus, reduce the impact on businesses and workers, and position ourselves for the recovery.

The Coalition Government remains committed to the principles of responsible fiscal management, including in
our COVID-19 response and recovery.

We said at the start of the COVID-19 pandemic that we would do everything we could to protect our people
and our economy, and we are doing that. But we could not have done it without the support and buy-in of
New Zealanders. Budget 2020 represents a continuation of our focus on New Zealand’s wellbeing, and | am
proud to present it.

71y
Folect>
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HONCéRANT ROBERTSON
Minister of Finance
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BUDGET 2020 AND
THE WELLBEING APPROACH

APPROACH

This Government is committed to putting the wellbeing of current and future
generations of New Zealanders at the heart of everything we do.

In 2019, we delivered our first Wellbeing Budget. This marked an important milestone in the
Government’s programme of change and introduced new ways of making Budget decisions based
on what matters to New Zealanders.

Budget 2019 invested in a package of initiatives that were developed across agencies, drawing on
sector expertise and using a broad set of indicators to measure progress in a number of areas and,
as well as investing in critical services and infrastructure, focused investment around the five
Budget Priorities.

It represented a critical first step for embedding wellbeing into the way we work, made meaningful
progress towards breaking down agency silos and balanced the needs of present generations, at
the same time as considering the long-term impacts for future generations.

Achieving genuine and enduring change in the way Budgets and policies are developed takes time.
We know that we cannot meaningfully address long-term problems like child poverty, inequality and
climate change through a single Budget. This is why the Government committed to taking a wellbeing
approach to Budget 2020 and beyond to build on the successes of our first Wellbeing Budget.

With the outbreak of COVID-19, New Zealand now faces a 1-in-100 year health and economic
challenge. The pandemic continues to evolve, and it has already caused enormous social and
economic disruption. It has required agility on the part of New Zealanders, the Government included.

We have quickly reoriented the Budget 2020 package to focus on maintaining critical support for
existing public services and supporting key infrastructure investments. This has meant putting ‘on
ice’ new initiatives under priority spending areas that were announced in the Budget Policy
Statement. We may well return to these projects, but for now our focus is on our response,
recovery and rebuild from COVID-19.

Despite record investment over the past two years, core public services were already facing rising
demand and prices prior to COVID-19 owing to previous underfunding. These pressures have only
increased, so it remains critical we address them to maintain the vital public services New Zealand
needs to overcome COVID-19. This investment will complement and support our targeted COVID-19
response and recovery measures.

Budget 2020 provides almost $5.6 billion for the health sector, so it can respond to the pandemic
while maintaining the sustainable delivery of existing services. This investment includes $3.9 billion
of operating funding for the 20 District Health Boards (DHBs) across New Zealand. This represents
the largest ever annual investment in our DHBs and will ensure they can continue providing
essential health services for our growing and changing population.
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Budget 2020 also invests $1.6 billion in both government and non-government social services,
which will support New Zealanders’ education, employment and housing outcomes. This includes
providing $183 million for Family Violence Services. This is the largest funding boost for these
service providers in over a decade. It will enable these providers to recruit and develop highly
capable staff and respond to the demands they are facing, provide support to safe houses,
resource crisis response services for victims of family violence and those experiencing elder abuse
and support treatment and help for family violence perpetrators. It also builds on the $311 million
we invested in Budget 2019 to increase family and sexual violence prevention, grow essential
workforces and build effective responses to violence in every community.

This year we have not included a Wellbeing Outlook, as we did last year. This is because our primary
focus is our response to the rapidly changing economic impacts of COVID-19 and its immediate impacts
on wellbeing. We will be able to provide the Outlook when circumstances become more stable, enabling
more accurate measurement and analysis.

The Government remains committed to its wellbeing agenda. While the Budget initiatives
presented today are different to the second Wellbeing Budget we had planned, the aims behind
them remain the same: prioritising the wellbeing of current and future generations of

New Zealanders.

The Government’s Response to COVID-19

The COVID-19 pandemic continues to evolve, but it has already caused enormous social and
economic disruption across the country and around the world. Since the outbreak, the Government
has implemented a range of response and recovery measures, which focus on supporting the health
sector, cushioning the blow to our economy, protecting jobs and ensuring affected New Zealanders
receive the financial and social assistance required to get through this extraordinary period.

We took bold and decisive action early as we saw the pandemic take hold overseas. We did this to
protect our people, their jobs, and our economy. The moves we made were swift, but carefully
considered — and our strong fiscal position set us up well.

On 17 March we announced a $12.1 billion package to support New Zealanders, including the Wage
Subsidy Scheme which, as at 4 May, has helped 1.7 million employees and paid out $10.6 billion;

a $2.8 billion income support package for our most vulnerable, including a permanent $25 per week
benefit increase and a doubling of the Winter Energy Payment for 2020; and an initial $500 million
boost for health services.

We have also introduced two schemes to provide direct financial support to businesses: the
Business Finance Guarantee Scheme and the Small Business Cashflow Scheme. The Business
Finance Guarantee Scheme provides short-term credit to cushion the financial stress on solvent
small and medium-sized businesses affected by the COVID-19 crisis. The scheme provides up to
$500,000 per loan and applies to businesses with a turnover up to $80 million per annum. This
scheme will offer up to $6.25 billion in loans to New Zealand businesses.

The Small Business Cashflow Scheme provides low-cost loans to small businesses impacted by
the COVID-19 crisis to support their immediate cashflow needs and help them meet fixed costs.
The scheme will provide loans to eligible businesses of $10,000 plus an additional $1,800 per
equivalent full time employee. Loans will be interest free if they are paid back within a year. The
interest rate will be 3 per cent for a maximum term of five years. Repayments are not required for
the first two years.



COVID-19 Response and Recovery Fund BUDGET 2020

The Budget formally establishes a $50 billion COVID-19 Response and Recovery Fund (CRRF). This fund APPROACH
builds on the $12.1 billion package outlined above to progress further measures and address COVID-19
related spending. As at 20 April we have already committed $10.7 billion through the CRRF, including:
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$6.9 billion to extend the Wage Subsidy Scheme beyond the initial funding announced on 17 March

a Business Tax Relief Package of $1.9 billion

$186 million across the education sector, to support distance learning and help students
continue their studies during lockdown, and

a number of other packages to support the short-term response of the health, aviation and
social sectors.

Work is under way to progress further initiatives and packages through the fund to provide
additional support to those who have been most affected by COVID-19. This includes boosting job
creation through support for infrastructure, conservation, employment schemes and skills training.
It also focuses on vulnerable populations across New Zealand and industries and sectors that have
lost their funding base as a result of COVID-19, such as arts, sport, racing and domestic tourism. In
line with our commitment to put the wellbeing of New Zealanders at the heart of everything we do,
the Government continues to apply a wellbeing lens and framework when assessing spending
proposals submitted to the CRRF. The first tranche of these packages will be announced alongside
the Budget. Further announcements will be made over the coming weeks and months as we
kickstart the economy and rebuild with a focus on a better New Zealand.

Additionally, the core of our Budget package complements our response to, and recovery from,
COVID-19. The package provides more than $3 billion in operating funding per year to ensure core
government services can continue to support New Zealanders through this extraordinary time.

Budget 2020 Highlights

$50 billion to establish the COVID-19 Response and Recovery Fund
$3.9 billion to ensure all DHBs continue to meet the needs of their populations

$1.1 billion capital invested in improving transport across New Zealand, including replacing
ageing ferries and locomotives

$414.2 million for the Early Learning Sector, including funding subsidies, pay increases for
educators, additional support for home-based educators and investment in playcentre
sustainability

$246.1 million investment in community services, including a significant funding boost
for family violence service providers

$193.5 million to support farmers through the eradication of Mycoplasma Bovis

$47.8 million to replace ageing communications capabilities for Police, Fire and
Ambulance to support healthier, safer and more connected communities
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WELLBEING BUDGET -
REBUILDING TOGETHER

The COVID-19 pandemic has presented New Zealand with an unprecedented health,
social and economic challenge. The Coalition Government moved quickly to protect
the health of New Zealanders. We have also already announced significant response
measures to cushion the blow to the economy, our people, and our jobs.

The Budget 2020 package complements our response to COVID-19. The core of the Budget

presented here today is focused on meeting cost pressures and supporting our public services to WELLBEING
fight, and rebuild from, COVID-19. The COVID-19 Response and Recovery Fund (CRRF) REBUILDING
established in this Budget will support an ongoing programme of initiatives, both in the Budget and TOGETHER
beyond.

Despite record investment in recent years, COVID-19 places further pressure on infrastructure and
services that were already strained. We will continue to respond to the immediate crisis and begin
planning the rebuild together. An essential starting point for protecting New Zealanders’ wellbeing
is ensuring that core services and infrastructure receive the investment required to meet our
growing needs. Accordingly, the Budget 2020 package has been reoriented to focus on maintaining
that critical support, and supporting key infrastructure investments.

The Wellbeing Budget: Rebuilding Together package invests more than $3 billion in operating
funding per year to ensure that government services continue to support New Zealanders through
this extraordinary time. It provides $5.6 billion for the health sector, so it can respond to the
pandemic while maintaining the sustainable delivery of existing services. It also invests $1.6 billion
across the forecast period in both government and non-government social services, which will
support New Zealanders’ education, employment and housing outcomes.

While Budget 2020 does not include packages of initiatives oriented around each of the five Budget
Priorities (as with Budget 2019 and announced in the Budget Policy Statement 2020), the
investment announced today fundamentally underpins progress towards those objectives, and a
continued focus on these priorities will be essential to making the enduring, intergenerational
change that this Government is committed to achieving. In addition to investing in initiatives in line
with Budget Priorities once circumstances permit, the Government will also continue to consider
the effect that all our COVID-19 response and recovery measures will have more broadly on our
ambitious programme of change.
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Health ($5.6 billion operating total and $755 million total capital)

Investment in the health sector has never been more critical. To ensure the sector is able to
respond to the pandemic while maintaining the sustainable delivery of existing services,
Budget 2020 invests significantly in areas that we know will make a difference to the wellbeing
of New Zealanders.

Key initiatives in this area (which will also continue to receive further investment through the
CRRF) include:

e District Health Board (DHB) Additional Support ($3.9 billion operating total). This represents
the largest ever annual investment in DHBs. This initiative provides funding to the 20 DHBs
across New Zealand, so they can continue providing essential health services for
New Zealand’s growing and changing population.

e Maintaining and Increasing the Combined Pharmaceutical Budget ($160 million operating
total). This investment provides funding for more medicines through an increase to the
Combined Pharmaceutical Budget (the DHB medicines budget managed by PHARMAC).

It extends the existing agreed 2020/21 funding level into the future and provides funding to
increase the amount of publicly funded medicines available.

e Supporting Disabled New Zealanders to Live Good Lives ($832.5 million operating total).
This initiative provides security of funding for services to people with long-term physical,
intellectual and/or sensory impairment. It is a direct response to increased demand on Disability
Support Services (DSS).

e Continuing Funding for Maternity Services, and Enabling the Implementation of the
Maternity Action Plan ($177 million operating total). This investment addresses cost and
volume pressures for primary community maternity services to enable ongoing access to free
maternity services for New Zealand women, and sets aside funding to begin the implementation
of the Maternity Action Plan, which will contribute to improved health outcomes for whanau,
better equity of access to responsive services and a stabilised system-wide maternity
workforce.

¢ Increased Capital Investment for DHBs ($750 million total capital). This builds on the record
capital investment over the previous two Budgets ($750 million through Budget 2018 and
$1.7 billion through Budget 2019, plus $1.4 billion announced for the redevelopment of the
Dunedin Hospital), providing a pool of funding that will be used for priority capital projects within
the health sector. The funding will support the delivery of safe and appropriate healthcare
by providing facilities, infrastructure and technology that can appropriately meet current and
future demand.

10
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Social Sector ($665.3 million operating total and $87.2 million
total capital)

As we emerge from the COVID-19 pandemic, our people and our communities will need assistance
as the country returns to a normal way of life. We know that return may be harder for some
communities than for others. Budget 2020 provides substantial investment in both government and
non-government social services to support New Zealanders’ employment, housing and broader life
outcomes. It includes investment in initiatives to grow strong and resilient communities. It also
supports vulnerable and marginalised populations, with a particular focus on the elderly, people
with disabilities and victims of domestic violence.

Key initiatives in this area include:

Community Services: Family Violence Services ($183 million operating total). This package
will deliver the largest funding boost for family violence service providers in over a decade so
they can recruit and develop highly capable staff and respond to the demand they are facing.
This package funds crisis response services for victims of family violence and provides support
services for those experiencing elder abuse, and treatment and help for family violence
perpetrators. Funding is also provided for refuge safe houses.

Community Services: Keeping Community-Based Services Open for Disabled People
($43.3 million operating total). This funding enables community-based service providers funded
by the Ministry of Social Development to support disabled people to participate in, and
contribute to, their wider community. Services include participation in vocational and
community-based day programmes. The approach is based on the Enabling Good Lives
principles, which aim to enhance the mana and quality of life of disabled people.

Community Services: Improving Access to Support Services for Communities in
Regional New Zealand ($19.8 million operating total). This funding will provide increased
accessibility for rural communities to both government and non-government services based
on the Heartland Model. Rural community services are often the only way for clients in
geographically isolated areas to access a broad range of support. The Heartland Services
and Information and Advisory Service offers a valuable contribution to rural communities.

This funding will focus on strengthening, enhancing and expanding these services to better
support those in rural regions by increasing community cohesion and reducing social isolation.

11
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Education ($813.6 million operating total and $115.1 million total capital)

New Zealand’s education system is internationally high-performing and our total public expenditure
on education is one of the highest in the Organisation for Economic Co-operation and Development
(OECD). However, we know there are opportunities to better serve students and parents living in
poverty and from diverse backgrounds, including Maori and Pacific students, students with
disabilities and students who come from refugee and migrant backgrounds. The Budget package
provides substantial universal support to students across all levels of education, while also
targeting investment in areas that we know will benefit students who need it the most.

Key initiatives in this area include:

Funding for the Education Sector ($375.1 million operating total). Budget 2020 includes
funding for Early Childhood Education (ECE) subsidies, Schools Operations Grants, Trades
Academies and Tertiary Education subsidies. This will enable education providers to maintain
existing levels of quality in the face of rising costs.

Learning Support ($79.7 million operating total). This package includes funding to maintain
learning support service delivery for a broad range of services, which face increasing price and
demand pressures. The package also provides funding for English for Speakers of Other
Languages teaching staff and delivers funding for the School High Health Needs Fund (SHHNF)
which offers teachers’ aide support for students with high health needs.

School Property Investment ($119.5 million operating total and $115.4 million total capital).
This package includes four initiatives that will help expand, maintain and enhance the quality
of the School Property portfolio in Public, and Private Partnership schools. While students’
physical learning environment does not determine their success, it provides the necessary
foundations in which quality teaching and learning can occur.

Early Learning Education Package ($291.6 million operating total). In addition to providing
funding across all levels of the education sector, Budget 2020 also funds an early learning
package. This provides for a 3.5 per cent increase to qualified and certificated ECE teachers’
pay, ongoing funding for Kbhanga Reo to meet staffing cost pressures and additional support
for home-based educators to transition to a minimum Level 4 ECE qualification. This package
also invests in playcentre sustainability and funds the Early Childhood Education Provider
Assessment Group so that it can continue its role maintaining regulatory stewardship.

12



WELLBEING BUDGET 2020: REBUILDING TOGETHER

Primary Industries ($443.7 million operating total and $42.5 million
total capital)

New Zealand’s primary industries play a critical role in growing our economy. As we move into the
post-COVID-19 economic recovery, our primary sector is more important than ever. Budget 2020
invests in initiatives that will ensure our primary industries are supported and sustainable now and
into the future. Funding will support our primary industries to continue their existing scope of
operations, rebuild essential infrastructure and prevent or mitigate the impacts of biosecurity threats.

Key initiatives in this area include:

e Continuation of the Mycoplasma Bovis Eradication Programme ($193.5 million operating
total). This initiative provides funding to support operational activities, including surveillance,
tracking, movement controls and culling infected animals and also contributes to compensation
costs for farmers, primarily associated with the loss of stock and milk production.
WELLBEING
e Continuing the Ministry for Primary Industries’ (MPI’s) Current Scope of Operations e
($126.1 million operating total). This initiative provides funding to address price pressures to TOGETHER
ensure that MPI is able to deliver its wide scope of activities across agriculture, biosecurity,

forestry, fisheries and food safety.

¢ Rebuilding Forestry Emissions Trading Scheme (ETS) Infrastructure to Meet Demand and
Support the Transition to the Low Emissions Economy ($43.4 million operating total and
$36.2 million total capital). This initiative provides funding to enable the implementation of new
business processes for the Forestry ETS administration and implements the reforms set out in
the Climate Change Response (Emissions Trading Reform) Bill. It will contribute to
New Zealand’s broader efforts to decrease national emissions.

Justice Sector ($606.1 million operating total and $169.7 million
total capital)

Budget 2020 provides funding to support a safe and equitable justice sector. It invests in community
safety through maintaining infrastructure for courts, technology, inflationary pressures and
investment in organisational change. It also provides funding to enable continued access to justice
services, such as funding for legal aid, community law centres and the Canterbury Earthquakes
Insurance Tribunal. Additionally, it provides funding for critical Crown entities, including ongoing
operational funding for the newly established Criminal Cases Review Commission.

Key initiatives in this area include:

¢ Next Generation Critical Communications ($47.8 million operating total). This initiative will
invest in replacing communications capabilities for Police, Fire and Ambulance to support
healthier, safer and more connected communities.

e Justice Property Health and Safety Remediation ($36.9 million operating total and
$163.5 million total capital). The initiative will invest in upgrading court buildings around
New Zealand to meet health and safety requirements and improve the experience of attending
court, including for victims.

e Maintaining a Safe Prison Network ($110.4 million operating total). This initiative provides
funding to address operational cost and inflationary pressures and will fund training for Corrections
staff working in prisons. This will support the safety and security of both staff and prisoners.

13
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Defence and Foreign Affairs ($927.7 million operating total and
$942.5 million total capital)

The Budget 2020 package includes $666.3 million operating total for the Defence portfolio to fund
critical pressures facing the sector. This funding will support investment in areas like information and
communications technology (ICT) and Defence estate infrastructure. It will also enhance military
capability to support the delivery of Government defence and security policy priorities, which play a
vital role in supporting essential New Zealand Defence Force (NZDF) and Government activities.

The package also includes $55.6 million for New Zealand to provide further Official Development
Assistance (ODA), bringing New Zealand'’s overall ODA spending to almost 0.3 per cent of forecast
Gross National Income.

Key initiatives in this area include:

e Defence Capability Plan 2019 — Contingent Funding to Support the Introduction of New
Capabilities ($898 million total capital). This is contingent funding towards the replacement of
the NZDF’s ageing C-130H Hercules fleet with newer C-130J Super Hercules aircraft (the
preferred option at this stage).

o Delivering on the Strategic Defence Policy Statement 2018 ($666.3 million operating total).
This initiative provides funding to meet government policy and capability priorities, such as
regenerating the ageing Defence estate, and information and communications technology.

e Official Development Assistance ($55.6 million operating total). This initiative provides further
Official Development Assistance (ODA) to Fiji, Vanuatu, Solomon Islands and Timor-Leste. This
assistance will be used to support human rights and effective governance, gender equality and
women’s empowerment and child and youth wellbeing in these countries.

Transport ($222.9 million operating total and $1.1 billion total capital)

Budget 2020 builds on the $6.8 billion investment made through the New Zealand Upgrade
Programme and includes $197.1 million operating total and $1.1 billion total capital to improve
transport across the country. This investment will enhance the resiliency and reliability of national
rail and ferry networks and, over time, contribute to efforts to reduce our carbon footprint through
decreasing emissions.

e Future of Rail — Investment to Enable Rail Activities to be Funded Under the Land
Transport Management Act ($148.2 million operating total). This initiative provides Crown
funding for the National Land Transport Fund (NLTF) to support integration of below rail network
investment into the National Land Transport Programme. This initiative will support the NLTF
funding ongoing maintenance and renewal of the rail network

e Future of Rail — New Interisland Ferry Assets to Support a Resilient and Reliable Rail
Freight System ($399.5 million total capital). This initiative provides funding to replace the
ageing Interislander ferry assets to provide a secure and resilient, economic and social
transport link between the North and South Islands.

e Future of Rail — Rolling Stock Investment to Support a Resilient and Reliable Railway
($421.7 million total capital). This initiative provides funding for long-term investment to replace
ageing locomotives and upgrade KiwiRail's mechanical maintenance facilities. It also funds the
European Train Control System (ETCS) for Auckland, which will provide safer and more reliable
services on the Auckland metropolitan rail network.

14
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Arts and Culture ($246.8 million operating total and $37.5 million
total capital)

Budget 2020 reaffirms this Government’s commitment to supporting arts and culture in New Zealand,
ensuring that funding is available to preserve our nation’s taonga (ireasure), celebrate its diversity
and history and promote creativity. The package provides support for the local film industry and
culturally significant historical collections, as well as ensuring the accessibility of public media
platforms to diverse audiences, such as New Zealanders with hearing impairments and those from
our Pacific communities.

Key initiatives in this area include:

Saving the Crown’s Audio-visual Collections ($5.3 million operating total and $26.6 million
total capital). The Crown’s audio-visual heritage content, including a diverse range of broadcast
news, documentaries, films, music and oral histories, is stored in at-risk formats. The collection
captures the issues and experiences of New Zealanders through the decades, unique cultural
events and defining moments in our nation’s history. This initiative provides funding to ensure
the preservation of this taonga for future generations.

Sustaining Crucial Public Media Platforms ($25 million operating total). This initiative provides
funding to support the work of public media platforms that deliver content to under-served
audiences. This funding will support the sustainability of the Pacific Media Network (PMN),
disability media (captioning and audio descriptions) and community access radio stations, helping
ensure that all New Zealanders have access to vital media content.

Heritage New Zealand Pouhere Taonga Cost Pressure ($6.0 million operating total). This
initiative provides funding to adapt and open the Kate Sheppard House as a heritage and public
education space. Funding provided by this initiative will also help ease financial pressures
arising from increased insurance, information technology (IT), property management,
accommodation and staffing costs.

Tahuhu: New Archives New Zealand Facility and Design of National Library Alterations
and New Regional Shared Repository ($46.6 million operating total and $146.0 million total
capital). This initiative provides funding for the construction and ongoing costs for a new
Archives New Zealand facility, initial work to link this facility to the National Library of

New Zealand, land purchase and design for a new shared repository for heritage materials.
Tahuhu (Preserving the Nation’s Memory) will ensure the appropriate management of our
physical documentary heritage and taonga by the National Library of New Zealand and Archives
New Zealand and future proof the delivery of services.
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CHILD POVERTY REPORT

Child Poverty and Budget 2020
Background

This is the second report on child poverty to be
released with the Budget. It provides the first
indication of progress on the measured rates

of child poverty since the Government’s targets
were gazetted, based on the 2018/19 Household
Economic Survey.

It also comes at a time when we are facing a
challenge that will affect every part of our
economy and the livelihoods of many

New Zealanders. Despite the significant and
far-reaching challenges facing the economy as

a result of COVID-19, the Government remains
committed to reducing child poverty and improving
child wellbeing. Our early actions to respond to
COVID-19, and investment in Budget 2020, build
on our past investments to reduce child poverty
through the Families Package and Budgets 2018
and 2019 (further detail on past investment can
be found in Appendix B).

It is still too early to know what the precise
impact of COVID-19 will be on our economy,
and on measured rates of child poverty. The
loss of jobs and incomes will have knock-on
impacts for households trying to pay their rents
and meet every day needs. For some, the
pressures are new, and may not have been

Budget child poverty reporting
requirements

The Child Poverty Reduction Act 2018
amended the Public Finance Act 1989,
introducing section 15EA that requires the
supporting information for the main
Appropriation Bill (the Budget) to include
a report on child poverty. The report must:

a. discuss any progress made, in the most
recent completed financial year, in
reducing child poverty consistent with the
targets under the Child Poverty Reduction
Act 2018; and

b. indicate whether and, if so, to what
extent, measures in or related to that
Bill will affect child poverty.

The most recently completed financial year

is 2018/19, which is also the first year of

reporting on the targets under the Child CHILD
Poverty Reduction Act 2018. This report PoVERTY
addresses paragraph (a) by providing a

high-level view of recent trends up to and

including 2018/19, before discussing the

expected impact of Budget 2020 to address

paragraph (b).

experienced before. Fundamentally, what we do know is that investing in our children and their
wellbeing will have significant long-term benefits for our economy and broader society, long after

COVID-19 has passed.

How do we measure child poverty?

The Child Poverty Reduction Act 2018 (the Act) specifies ten distinct measures of child poverty,
including measures related to income and material hardship. Given the complexity of the issue it is
important that these measures are considered together — no single measure tells us the complete
story of child poverty on its own. Positive movement on all these measures means real progress for

our children.
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There are three primary measures of child poverty for which data is available, and six
supplementary measures. Two of these primary measures are income measures (one moving-line
measure, with the poverty threshold taken the year the data is gathered; and one fixed-line
measure, with the poverty threshold fixed to 2017/18).The third is a non-income measure and
relates to material hardship. Persistent poverty is the fourth primary measure, targets for which are
required for and after the financial year commencing on 1 July 2025.

Table 1 — The primary measures of child poverty

Low income, before Low income, after
housing costs — moving- housing costs — fixed-line
line measure (BHC50)* measure (AHC50) Material hardship
What are we A measure of the number of A measure of the number of A measure of access to the
measuring? children in households with  children in households with  essential items for living.
much lower incomes thana  incomes much lower than a
typical household. typical 2018 household, after
they pay for housing costs.
How do we The threshold line is The threshold line is The threshold line is a lack of
measure it? 50 per cent of the median 50 per cent of the median six or more out of the 17 items
household income in the income in 2017/18, after in the material deprivation
year measured. housing costs are removed. index.!
What does How households with low How households with low Directly measures living
it tell us? incomes are doing relative to  incomes are doing relative to  standards and households
other households. previous years. going without the basics.
How much housing costs Picks up the impact of the level
impact the money available  of income and other resources,
for other budget items. the costs of housing and other

essentials and other social and
personal factors.

* BHC50 = before housing costs, 50 per cent of the median
** AHC50 = after housing costs, 50 per cent of the median

Understanding our progress towards reducing child poverty each year relies on good quality data.
In Budget 2018 we invested $25.7 million to improve the measurement of child poverty in

New Zealand. This funding has allowed Stats NZ to survey more people through the Household
Economic Survey (HES) and make a number of other improvements to its data and methods. The
2018/19 HES was the first year these improvements were implemented, and the impact can be
seen in the most recent child poverty release by Stats NZ, including greater precision around the
number of children in poverty on the different measures, and the ability to report on rates of child
poverty by ethnic groups and regions.

T ltems include a meal with meat, fish or chicken (or vegetarian equivalent) at least each second day; two
pairs of shoes in good condition; suitable clothes for special occasions; home contents insurance; the
ability to give presents to family or friends on birthdays, Christmas, etc; going without fresh fruit or
vegetables; buying cheaper cuts of meat or less meat than desired; putting off visits to the doctor; putting
off visits to the dentist; doing without or cutting back on trips to the shops or other local places; putting up
with feeling cold; delaying replacing or repairing broken appliances; feeling limited by available money;
being able to pay for an unexpected and unavoidable expense of $500 within a month without borrowing;
inability to pay electricity, gas, rates or water bills on time; inability to pay for car insurance, registration or
warrant of fitness on time; and borrowing from friends or family to meet everyday living costs.
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As a consequence of COVID-19, Stats NZ ceased face-to-face statistical data collection across a
range of surveys, including the Household Economic Survey (HES) for 2019/20. Stats NZ is
working through the implications of this for child poverty reporting, and whether there are any
implications for the next scheduled reporting on the rates of child poverty in early 2021, as well as
for rates in subsequent years.

The Act requires the Government Statistician to report on persistent child poverty, including
developing a definition and setting targets, from the 2025/26 financial year. In Budget 2020, we

have set aside $22.1 million over the forecast period for Stats NZ to develop and implement a child
poverty persistence measure.

What are the child poverty reduction targets?

The Act requires the Government to set three-year and ten-year reduction targets on the three
primary measures. These targets are set out in the table below.

Table 2 — Child poverty reduction targets (% of children)

Baseline rate 3-year target rate 10-year target rate
Primary measure (2017/18) (2020/21) (2027/28)
BHC50 moving line 16.5% 10.5% 5%
AHCS50 fixed line 22.8% 18.8% 10%
Material hardship 13.3% 10.3% 6%

The percentage number in each line in the table above shows the percentage of children in

New Zealand living in poverty at the baseline year (2017/18) and at the three-year and 10-year
target years.

What were the trends in child poverty prior to COVID-19?

On 25 February 2020, the Government Statistician published the first report of progress against the i
child poverty targets set under the Act. This was also the first release that had the potential to show REPORT

an initial impact from the Government’s Families Package on child poverty rates.

Reporting timeframes meant that the impact of the Families Package was only partially shown.
The bulk of the Families Package was implemented in April and July 2018. While the rates covered
annual household incomes for households interviewed from mid-2018 to mid-2019, the income
period they were asked about was for the 12 months prior to the date each household was
interviewed (going back to mid-2017 for some households).

Of the nine different poverty measures reported, seven showed decreases from the previous year’s
baseline rates. Rates for the three primary measures in Stats NZ’s report are presented in Figures 1,
2 and 3 (the green line on page 20 and 21).

Table 3 — 2018/19 rates of child poverty for the three primary measures

Primary measure 2017/18 baseline 2018/19 rate
On the BHC50 measure 16.5% of children (183,400 children) 14.9% of children (168,500 children)
On the AHC50 measure 22.8% of children (253,800 children) 20.8% of children (235,400 children)

On the material hardship measure 13.3% of children (147,600 children) 13.4% of children (151,700 children)
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The graphs also show the Treasury’s modelled estimates of changes from the Families Package
and Budget 2019 at the time the Stats NZ figures were released (in February 2020).2 It is not
possible to model the projected impact on the material hardship measure. This modelling was
based on the economic forecast at the time, so does not include the social and economic impact
of the COVID-19 pandemic, nor the measures we have announced in response. Because the
economic and social context has changed significantly in recent months, these projections now
no longer apply, however they do indicate that the Government was broadly on track to meet the
three-year targets on the two primary measures of low income.

Figure 1 — Children in households below the moving-line
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Figure 2 — Children in households below the fixed-line
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Modelling projected
impact

Modelling is only available for

the income measures and is not
available on the material hardship
measure.

This modelling is a projection
only and the impacts of these
initiatives are best expressed as
arange, based on a 95 per cent
margin of error. This range
accounts for survey variability
but not deviation from current
economic forecasts.

2 For all charts above, access to the data used in this study was provided by Stats NZ under the conditions
of the security and confidentiality provisions of the Statistics Act 1975. The results presented labelled as
Treasury Projections are the work of the Treasury, not Stats NZ.

20



WELLBEING BUDGET 2020: REBUILDING TOGETHER

Figure 3 — Children in households experiencing material hardship
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What is the impact of COVID-19?

It is too soon to estimate precisely what COVID-19 will mean for all the child poverty measures and
targets. An economic downturn can mean different things for different measures, and the results can
sometimes be counter-intuitive. The three primary measures specified in the Act cover three different
aspects of poverty, and together give a good high-level summary of what is happening in households
with children.

Rates on measures of low income with a fixed threshold are expected to increase, as reduced
employment and earnings flows through to reduced household incomes for households currently above
the poverty lines.

On moving line measures of low income, rates can have more muted increases, show no increase

at all, or even sometimes show a small fall, if median incomes fall faster than low incomes. This is

because the poverty threshold is set each year in relation to the median, which means that

reported rates are influenced by both changes at the middle of the income distribution as well as CHILD
the bottom. P REPORT
On measures of material hardship, rates are expected to rise sharply, as previous New Zealand

experience suggests that these rates are particularly sensitive to economic changes. For example,

rates rose strongly in New Zealand during and after the Global Financial Crisis (GFC), and then

over the next few years fell back to their pre-GFC rates.
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Possible scenarios for child poverty
For this report, the Treasury has undertaken modelling of possible trends in child poverty.3

A strong note of caution is required in relation to the detailed findings of this modelling. It is
significantly harder than usual to estimate future child poverty levels due to both the uncertainty
of economic forecasts and also the availability of survey data that reflects the current situation.
Officials’ view is that if anything the modelling results are more likely to underestimate the likely
increases in poverty rates over the coming years.

Modelling on each primary measure is set out opposite. Note that the modelled reductions for
the changes between the 2019 and 2020 years reflect changes in incomes from the 2018/19
to 2019/20 tax years.*

Figure 4 — Children in households below the BHC poverty threshold (proportion of children %)

20% On the BHC moving line measure,
rates are modelled to decrease
from 2018/19 to 2020/21 — both

15% from the impact of the Families
Package, but also owing to a
reduction in median incomes for

= smee: households. Rates then steadily

10% PRETRN, . v = et rise, reflecting the increase in the

= Sunuz number of households supported
by benefits or on lower incomes
5% . while employed.

0%

3 These show modelled estimates based on the BEFU forecast available at the end of March (the green
“Budget 2020” line), as well as other projections based on the different economic scenarios published by
the Treasury in early April. These scenarios show the impact of different levels of increase in the number
of people supported by Jobseeker Support, and are intended for illustrative purposes — to show the
sensitivity of the modelling to different economic outcomes. While the scenarios are unlikely to play out
precisely as forecast, they are useful to show how the poverty measures could respond to different levels
of unemployment. To make the charts readable, only three of the five scenarios were included. The
modelled trends are consistent with the patterns outlined above. Relative low-income rates of poverty fall
initially, reflecting the impact of the Families Package on incomes prior to COVID-19, and the impact of the
falling median once the impact of the COVID-19 crisis takes effect. The fixed line rate of poverty also falls
initially, though the impact of the Families Package is more tempered by the impact of COVID-19 on
incomes. The rates on both measures then rise, with the rise stronger for the fixed line measure than for
the moving line measure.

4 There are important differences between TAWA modelling and Stats NZ’s reporting on rates under the
Child Poverty Reduction Act 2018. The TAWA modelling estimates rates of poverty on incomes within a
given tax year, whereas Stats NZ's reporting measures annual incomes through a survey carried out over
a June financial year. In the graphs above, rates for the target year (2020/21) are based on modelled
incomes for the 2020/21 tax year, whereas Stats NZ’s reporting on that year will include household
incomes from the previous 12 months for each household interviewed from July 2020 to June 2021. This
means that some of the income in the Stats NZ data will go back as far as mid-2019. This difference is
likely to impact some of the detail, but does not compromise the account given above.
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Figure 5 — Children in households below the fixed line AHC poverty threshold (proportion of children %)
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While the expected trajectory for material hardship cannot be modelled, this is the measure that
has been most sensitive to changes in economic conditions in the past, and which is most likely to
show the largest rise in the coming years.

How is the Government responding?

Since coming into office, the Government has

implemented a number of policies to reduce child The Government has taken immediate action
poverty. Some of these initiatives were designed to support families with children, including:

to directly help children living in poverty by putting

more money in the pockets of parents or e Changes to income support settings to
caregivers. Others had a more indirect impact help beneficiaries and the most vulnerable,
and were designed to ease the financial pressures including permanently increasing benefits
faced by families — such as changes to health, and, for this year, doubling the Winter
housing and education settings. Energy Payment. Pgéc’géﬁ
Were it not for these changes, low-income e Changes to support businesses to retain
households would have been under even greater workers, including a comprehensive wage
pressure from COVID-19. Its impact has also subsidy and a leave scheme for essential
been significantly reduced by the immediate workers.

actions the Government has since taken in
response, including the investment in Budget
2020, which will act to keep many families in
work, and mitigate the impact on low-income
households. At the end of March 2020 the
Government announced support for businesses

and workers affected by COVID-19 to help keep o A range of other changes to support the

e Changes to support people to remain safe
and well in their homes, including a
mortgage holiday, 6-month freeze on
rents, protection from evictions, and
increased support for social services.

people in the labour market, so that as many economy, ease the pressures faced by
New Zealanders as possible could continue to families, and support child wellbeing.
provide for their families and contribute to their

local communities. We established a Wage Further detail is outlined in Appendix A.

Subsidy Scheme for affected businesses in all

sectors and regions, leave and self-isolation

support, and funding to support worker redeployment and training. This will help to keep people
attached to their workplaces, or in training to smooth the return to work. We also delivered on our
commitment to increase the minimum hourly wage to $18.90, which took effect on 1 April.
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We have also:

e provided income support for those families who were out-of-work or in vulnerable circumstances,
including an increase to main benefits by $25 per week from 1 April

e doubled the rate of the Winter Energy Payment for 2020

e removed the need to satisfy the hours test for the In Work Tax Credit from 1 July 2020 (where
people needed to work a set number of hours each week to receive the credit)

e introduced an immediate rent freeze and made change to ensure tenancies will not be terminated
during the lock-down period

e worked with the major retail banks on mortgage deferrals for homeowners.

The Ministry of Social Development (MSD) has also temporarily removed benefit income stand-
downs, and made changes to assist people to remain at home to reduce the risk of community
transmission and ease uncertainty for its clients.

Income support policies will be supported by active labour market policies and identifying
opportunities for re-training and re-deployment. The Government will be considering options for
expanding active labour market policies to transition unemployed people back into the labour
market where possible, and ensure that those who continue to be unemployed do not move further
away from the labour market.

A list of the COVID-19 response measures and Budget 2020 initiatives that may affect child poverty
is attached at Appendix A.

There are also likely to be additional initiatives that may have a positive impact on child poverty that
are funded through the COVID-19 Relief and Recovery Fund (CRRF) as the Government continues
to support low-income households. These are not included in the main Appropriation Bill for

Budget 2020, so have not been included in the body of this report.

These changes build on our investments since we formed our Coalition Government (see Appendix B
for details).

What will we be doing next?

Budget 2020 comes at an unprecedented time in New Zealand’s economic and social history.

Our Government took swift and decisive action early as we saw the COVID-19 pandemic take hold
overseas. We moved quickly to cushion the blow and protect New Zealanders’ jobs and the
domestic economy from the virus, including investment to support our most vulnerable people.

Despite all the challenges we face, we remain committed to our long term objectives of reducing
child poverty and improving child wellbeing. Our longer-term work programmes are now even more
important — including the overhaul of the welfare system, implementing our Employment Strategy,
improving access to affordable housing, and addressing inequities in health and education
outcomes.

The immediate actions we have taken in response to COVID-19, and our investment in Budget
2020, will have significantly reduced the impact of the virus on households, including those on the
lowest incomes. We will be able to observe the initial impact of the COVID-19 crisis and our
response in our future reporting on child poverty.
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Appendix A