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TEN TAKEOUTS from the 2016 BUDGET

The 2016 Budget is based on somewhat optimistic Treasury forecasts of economic
growth at around 3%, moderate and manageable inflation around 2% and
unemployment falling to a 10 year low of 4.6%.

The Budget forecasts an improving financial position for Government with surpluses
amounting to $15 billion over the next four years based on an expected 21% growth in
tax revenues against only 14% growth in core Crown expenditure.

The Treasury’s recent track record in forecasting economic growth and budget outcomes
has tended to be overly optimistic which creates some doubt around the reliability of the
fairly robust economic and financial forecasts which underpin the Budget numbers.

The 2016 Budget appears to be based on an ideological agenda of shrinking
Government’s share of the economy and at the same time maintaining a political
promise to leave retirement income entitlements unchanged as the baby boomer
generation reaches retirement income.

The result of this ideology and this political promise is that spending on public services
will shrink. After allowing for inflation, population growth and promises around NZ
Superannuation there is a $1 billion hole in the four year budgets proposed in the 2016
Budget papers.

Health spending reaches an all-time high of $16.1 billion in 2016/17 but this is forecast
to fall to $15.5 billion by 2020 and back to 2007 levels on a real per-capita basis

Education spending remains at around $14 billion per year through to 2020 although it
falls as a share of GDP and on a per student basis.

Welfare budgets are expected to grow by $3.2 billion between 2016 and 2020 with 84%
or $2.6 billion of this increase to pay for increased spending on NZ Superannuation.

Spending on Working for Families entitlements is forecast to fall by 4% in inflation
adjusted terms between 2016 and 2020.

Spending on housing subsidies is expected to grow by $330 million or by 9% in real
terms with all of this new spending to go toward increasing rent subsidies to social
housing providers.
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/ t ! [DNARYSIS of the 2016 BUDGET

Each year, shortly after the Government’s Budget is published, Child Poverty Action Group
provides its analysis of some of the details contained in various budget papers. This analysis
seeks to do two things — to critically examine budget figures in order to gain an appreciation of
the Budget’s implications for children and to publish this analysis as an alternative interpretation
to that offered by mainstream media.

The analysis offered here attempts to take a longer-term, bigger picture view of the Budget.
While those preparing the Budget may have a longer-term perspective, this is seldom presented
in Budget papers. Instead these papers have a medium term — four year timeframe, and
generally offer no assessment of the recent past. As an alternative CPAG’s analysis attempts to
frame the Budget on a ten year horizon involving the four forthcoming years covered by Budget
forecasts, the current financial year and the last five.

This analysis also attempts to examine budgets — past and present, in light of inflation, economic
growth and population growth. Such an examination provides further insights into the real —
inflation adjusted, effects of the Government budgets and the likely future demand for public
services arising from population and economic growth.

In this analysis we have used Treasury’s own Budget projections of inflation and economic
growth in order to calculate the impacts of inflation on the real value of budgets and the share of
future GDP which these budgets represent. For estimates of per-capita budgets we have used
Statistics New Zealand’s population forecasts and in particular the 95" percentile estimates of
the medium population growth scenario.

The observations and insights offered here are not seen as being a complete critique of the
Budget and political choices behind it. Rather, we hope that it can offer readers an alternative
perspective of these priorities and choices — an alternative to that of mainstream media with its
pre-occupation on the interests and concerns of private sector businesses.

We welcome your feedback on this paper especially any suggestions for improving on this
initiative next year.
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ECONOMIC & FINANCIAL FORECASTS

As in past years The Treasury forecasts fairly robust economic growth averaging around 2.8%
annually for the four year forecast period. Similarly inflation is assumed to sit consistently at the
bottom of the Reserve Bank’s target range at a respectable 2% although the current very low
inflation of almost zero is of course acknowledged for the year to 31 March 2016. On the back of
these assumptions of a stable, growing economy, unemployment is picked to fall to 4.6% of the
workforce by 2019. If it did so it would be the lowest in more than a decade. Similarly consistent
with the scenario of a stable growing economy - New Zealand style, the current account deficit is
forecast to widen un-problematically from 3.5% of GDP in 2015/16 to 4.8% by 2019/20.

Table 1: Key economic assumptions of the 2016 Budget

Yearending March 2016 2017 2018 2019 2020
Real GDP growth 2.6% 2.9% 3.2% 2.8% 2.5%
CPl inflation 0.1% 1.5% 2.0% 1.9% 2.1%
Unemployment rate 5.6% 5.6% 5.1% 4.6% 4.6%
Current account (as % of GDP) -3.5% -4.6% -4.1% -4.3% -4.8%

A summary of forecasts of Government finance from the 2016 Budget is offered in Table 2. This
table summarises well, the projected improvement in Government’s finances as tax revenue rise
by an expected 21% over the next four years while core Crown spending is allowed to increase by
only 14%. The net of these is of course a growing financial surplus (or operating balance or
OBEGAL) which is predicted, on current policy settings at least, to grow to $6.6 billion by
2019/20. Under the scenario offered in the 2016 Budget such surpluses will be used to pay down
debt although debt levels in 2020 will be at similar levels as in 2016 if the assets of the NZ
Superannuation Fund are ignored from the equation. This net debt as a share of the economy is
however expected to fall from 24.9% of GDP in 2016 to 20.8% in 2020.

Table 2: Key financial forecasts from the 2016 Budget - Smillions

Year ending June 2016 2017 2018 2019 2020

Core Crown expenditure1 74,382 77,388 79,719 82,047 84,818
Total Crown expenditure 96,591 99,719 102,734 105,659 108,888
Tax revenue’ 68,931 71,221 74,911 79,428 83,500
Total Crown revenue 97,762 100,955 105,749 111,222 116,211
OBEGAL® 668 719 2,455 4,972 6,681

Net core Crown debt" 62,272 66,334 68,308 66,278 62,349

It is of course always easy to berate forecasters for the inaccuracies of their past forecasts so it is
reasonable to forgive some level of imprecision in such efforts. However Treasury’s economic
and financial forecasts have consistently been overly optimistic — at least over the past eight
years. While this may be an honest flaw, it does tend to raise some doubt over the present
predictions of a stable robust economy and a sound and growing revenue base. This optimistic
bias is illustrated in Figures 1 and 2 below.

Figure 1 compares Treasury’s forecasts for economic growth two years out from each Budget from
2008 to 2013, with the actual economic growth rate for the forecast year. Except for predictions in
the 2013 Budget that economic growth in 2014/15 would be 3% and it turned out to be 3.3%, these
forecasts show a consistently overly optimistic bias. For the six year period reported here the
average of Treasury’s growth forecasts was 3% while the actual average was 1.8%.
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Figure 1: Forecast and actual economic growth rates ¢ 2010 to 2015
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Probably somewhat inevitably an overly optimistic view of economic growth leads to an overly
optimistic set of forecasts around tax revenue and Government spending. Such a relationship
shows up in Treasury’s forecasts of the operating balance or OBEGAL. This relationship between
two year estimates of the OBEGAL and actual results is reported in Figure 2 for the same six years
-2010 to 2015. This comparison shows where the hole is in the public accounts which resulted in
net core Crown debt rising from $26.6 billion in 2010, on the eve of the tax cuts, to $62.3 billion
by 2016. Over the six year period of comparison in Figure 2 Treasury forecast a cumulative
OBEGAL of just $10 billion while the actual cumulative OBEGAL was almost $40 billion.

Figure 2: Forecast and actual operating balances ¢ 2010 to 2016
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To be fair the Government’s deteriorating net debt position was forecast by Treasury in the 2010
Budget paperss. It was plain then that the tax cuts offered by the Finance Minister were to be
funded by borrowing. However the consistently optimistic bias in recent forecasts by Treasury
has allowed the Finance Minister to present Budgets which show a rosy picture of the New
Zealand economy and of Government finances in order to ignore the impacts of the 2010 tax cuts
and to begin to run an agenda of further tax cuts soon after the 2017 elections.

Treasury’s economic and financial forecasts are of course based on detailed analysis of both the
domestic and international economies. While this detailed analysis may be assiduous, it can still
be based on somewhat doubtful assumptions which in turn risk undermining the accuracy and
even the validity of resulting forecasts.

Perhaps the most incredible of such assumptions in the 2016 Budget papers is the suggestion
that net migration will fall from the recent record level 70,700 people to just 12,000 people by
2019. Such a figure is consistent with a long-term average of net migration but this figure has
proven very volatile with relatively large numbers of people migrating to and from New Zealand
every year. For example in the year to 30 March 2016 over 124,000 people migrated to New
Zealand on a permanent basis or around 3% of the population.
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This assumption of a rapid drop off in net migration is important to the Budget for at least two
reasons. The first is that much of New Zealand’s recent economic growth has come about as a
result of strong net migration and the money and hence the domestic spending which migrants
bring. Clearly lower migration levels will reduce this impact on economic growth figures and so
call into question the credibility of forecasts of 2.8% average growth over the next four years.

The second impact of migration assumptions is on population figures and in particular per-capita
spends on such things as public health, public education and income support. As discussed
below, it is not the total spend on such things which matters most to individuals’ wellbeing but
the per-capita spend. If New Zealand continues to experience strong population growth through
large inward migrations there is clearly less of any budget to go around on a per person basis.

In summary The Treasury has continued its typically sunny outlook for the New Zealand
economy, and this outlook underpins a Budget which shows significant growth both in
Government spending and in tax revenue over the next four years. As discussed below this
growth in spending is necessary to cope with the demand and needs of a growing as well as an
aging population. If past bias in Treasury’s forecasting continue this outlook may be slightly too
optimistic meaning that future budgets may need to be framed more in terms of fiscal
moderation than the present budget is.
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BUDGET SETTINGS

Within the 2016 Budget there appear to be several implicit settings which to some extent
determine what is done or can be done in areas such as income support for families with children
or in the provision of affordable housing. These settings are discussed below and appear to have
been set by ideology, our economic fortunes and the early political positioning of this
Government. As a result much of what else happens in this budget is simply a consequence of
these settings.

Figure 3 below tracks the relationship between core Crown expenditure and GDP for the period
since 2010 and through to the end of the Budget forecast period in mid-2020. The period 2015
to 2020 shows a remarkably stable relationship between estimated and forecast spending and
GDP which such expenditure is just around 30% of forecast GDP. In his Budget Speech the
Minister of Finance alluded to this ratio as if it were some political objectives. From these and
other comments it appears that it is one of this Government’s central political objectives to
gradually reduce the size of Government as a share of the economy.

Figure 3: Core Crown expenditure as share of GDP ¢ 2010 to 2020
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The second setting relates to the relationship between core areas of Government spending both
with each other and with changes in GDP. These relationships are partly illustrated in Figure 4.

Figure 4 suggests two budget settings. The first is that welfare spending is planned to stay at just
less than one third of core Crown expenditure. It has sat at this proportion since 2013 and is
expected to remain there through to 2020. The second setting is that there are plans to place
less emphasis on health and education by spending proportionately less of the total overall spend
on these areas. Spending on public health falls from 21.0% of core Crown spending in 2015/16 to
an expected 19.3% in 2019/20. Similarly, spending on school and pre-school education is
forecast to drop from 17.8% of core Crown expenditure in 2015/16 to 16.3% in 2019/20. In
dollar terms in 2020 these falls are around $1.4 billion in health and $1.2 billion in education.

The third dominant setting is the Prime Minister’s commitment to maintain superannuation
entitlements.” This political positioning has meant that spending on New Zealand superannuation
entitlements will increase significantly both in dollar terms but as a share of total welfare
spending and as a share of overall Government spending. Figure 5 illustrates the relationship
between spending on NZ Superannuation and overall welfare spending, while Table 3 shows the
impact that this spending has on the total allocation of so-called ‘new spending’ announced in
the 2016 Budget. As a share of overall welfare spending NZ Superannuation will grow from 39%
and $8.3 billion in 2009/10 to an expected 55% or $14.9 billion by 2019/20.

One impact of these budget settings is that there are fewer resources available for other objectives
such as the reduction of child poverty, lifting the disposable incomes for the poorest paid and
expanding rather than shrinking the number of state houses. This consequence is well illustrated
by Table 3 which analyses where so called ‘new spending’ in the 2016 Budget is actually allocated
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Figure 4: Main spending areas as shares of Core Crown Expenditure - 2010 to 2020
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Figure 5: Spending on NZ Superannuation as a share of total welfare spending - 2010 to 2020
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Most of the new spending claimed by Government is simply to offset the effects of forecast
inflation and expected population growth. Over the Budget forecast period (2016/17 to 2019/20)
the cumulative increase in core Crown expenditure amounts to $10.4 billion. Of this amount, $5.9
billion is required to offset the impacts of expected inflation and a further $3.9 billion
(approximately) is required to offset the additional demands from population growth. This leaves
around $500 million in actual new spending. However over this four year period the additional
spending on NZ Superannuation will exceed $2.6 billion. This means not only that there is no new
spending available for other priorities but that there is in fact around $1 billion less available.

As indicated in analysis in the following sections this reduction means tangible reductions in
spending on health, education and family support.

Table 3: Analysis of additional spending in 2016 Budget - Smillions

Yearending June 2016 2017 2018 2019 2020
Core Crown Expenditure 74,382 77,388 79,719 82,047 84,818
Increase in Core Crown Expenditure 2,019 3,006 2,331 2,328 2,771
Forecast inflation rate - previous March year 0.6% 1.5% 2.0% 1.9% 2.1%
Expenditure increase to offset inflation 425 1116 1548 1515 1723
Forecast population increase - Statistics NZ 0.7% 1.3% 1.6% 1.0% 1.0%
Expenditure increase to offset population growth 499 992 1,229 811 827
New spending unrelated to inflation or 1,095 899 -445 2 221
population growth

Additional spending committed to NZ Super 602 460 292 410 425
(after inflation)

Additional spending available for other priorities 493 439 -738 -407 -203
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HEALTH

Although the Budget speech and pre-Budget media releases appeared to offer much in new
expenditures it is difficult seeing any increases in the detailed budget tables for example. On
Budget day Health Minister Jonathan Coleman claimed that through Budget 2016 the
Government was ‘investing an extra $2.2 billion in health over four years for new initiatives and
to meet cost pressures and population growth’®. This level of so-called ‘investment’ is not
apparent in summary budget tables although the claim that overall health budget for 2016/17 of
$16.1 billion is a record is accurate. What us not in the Minister’s commentary however is that
this level of spending is a one-off and falls away in subsequent years and that as a result per-
capita spending on public health declines markedly over the Budget forecast period.

Figure 6 provides a graphical summary of the overall Vote Health appropriation for the period 2010
to 2015 and the 2016 Budget forecasts through to 2020. This data is reported in both nominal and
real terms (at Mar-16 $ values). In inflation adjusted terms the 2016/17 health budget is 14%
higher than five years previously in 2011/12 although it is forecast to fall back to 2013/14 value at
around $14.4 billion by 2020. As a share of GDP the 2016/17 budget remains close to average of
the previous seven years at 6.3% although this budget gradually falls to around 5.5% of GDP by
2020. This fall will of course be a challenge for a health system providing services to an aging
population.

Figure 6: Total public health budget ¢ 2010 to 2020
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Figure 7 presents the same budget figures on a real per-capita basis. This analysis similarly shows
a peak in spending in the 2016/17 year followed by a decline in following years although in this
case the decline is sharper because both inflation and population growth are taken into account.
In the 2016/17 year spending on public health reaches $3,300 per person (in 2016 $ values)
which is around 5% more than the average real per capita spend for the previous seven years.
According to Budget plans this per-capita spend is due to fall to around $2,900 in 2019/20.

Figure 7: Real per-capita spend on public health ¢ 2010 to 2020
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EDUCATION

Total expenditure on education for the 2016/17 is forecast to reach $14 billion of which $11
billion will be spent in school and pre-school education and $3 billion in tertiary education. By
2020 the total education budget is expected to grow by only around $24 million in nominal terms
which in inflation-adjusted terms represents a decline of more than 5%. Tertiary education
suffers the biggest part of this decline with a small nominal spending decline of $24 million which
in real terms represents an 8.5% cut. Spending on school and pre-school education is expected
to grow by 0.4% in nominal terms between 2016/17 and 2019/20 or by just $48 million. Figure 8
summarises these changes for both school/pre-school education and tertiary education.

As a share of GDP school/pre-school education averaged 4.3% for over the five years to June
2015 and this share is expected to be maintained through to 2017 after which it is forecast to fall
to around 4.0% of GDP by 2020.

Figure 8: Total education budgets - 2010 to 2010
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Over the same six year period (2010 to 2015) on a real per-capita basis school/pre-school
education budgets averaged just under $2100 per person (at Mar-16 $ values). This rate is
expected to rise to $2,300 per person for 2015/16 and 2016/17 before falling back to $2,100 in
2020. This trend is shown on Figure 9. This real per-capita decline is more pronounced when
compared with the projected under 18’s population. In 2015/16 the per capita (under 18s) spend
on school/pre-school education was just over $9,700 but this is forecast to fall to just over $9,000
per person by 2019/20

Given the expected population increases the decline in public spending on tertiary education is of
course more pronounced on a real per capita basis. Per person spend on tertiary education
averaged around $650 (in Mar-16 S values) between 2010 and 2015 but is expected to fall to
under $570 per person by 2020.

Figure 9: Real per capita spend on education (excluding tertiary) ¢ 2010 to 2010
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INCOME SUPPORT

The cost of taxpayer funded income support programmes is forecast to rise around 14% in
nominal terms from the 2015/16 financial year to the 2019/20. This increase is just over $3.2
billion and will account for almost one third (30% in fact) of the overall $10.4 billion increase in
Core Crown Expenses over this period. A summary of the various income support programmes
for the period 2015/16 to 2019/20 is offered in Table 4.

Table 4 illustrates that the overwhelming majority of the increase in the projected cost of income
support programmes is to fund current NZ Superannuation entitlements. Over the five years to
June 2020, NZ Superannuation is expected to account for 83% or $3.3 billion of the extra $4.0 billion
forecast to be spent on income support programmes. The increase in NZ Superannuation payments
represents over one quarter of the budgeted increases in Core Crown Expenditure for this period.

Table 4; Summary of benefits and income support programmes - S millions

Year ending June 2016 2017 2018 2019 2020
NZ Superannuation 12,261 12,912 13,473 14,161 14,916
Housing subsidies 1,901 1,976 2,073 2,158 2,234
Working age benefits 4,349 4,391 4,296 4,276 4,295
Working for Families credits 2,392 2,442 2,429 2,405 2,470
Other benefits 2,287 2,344 2,404 2,429 2,448
Total all benefit expenses 23,190 24,065 24,675 25,429 26,363

Housing subsidies are expected to soak up much of the remaining increase in spending on income
support programmes. Housing subsidies are forecast to rise by $330 million in nominal terms
between 2016 and 2020 while the cost of other benefits including supplementary payments will
increase by $161 million. A substantial part other these other benefits are for top-up payments to
working age benefit recipients and to assist them to meet their housing costs.

Consistent with Treasury forecasts of a gradually improving labour market over the forecast
period covered by the 2016 Budget the numbers of benefit recipients and the taxpayer borne
costs of the benefits are expected fall although only gradually. Despite the Government’s
emphasising its ‘investment approach’ to reduce welfare dependency, the number of people
receiving a working age benefit is expected to decline only slightly from 295,000 in mid-2016 to
286,000 in mid-2020°. With this modest decline in people numbers a small $54 million drop in
the cost of these working age benefits is expected over the four years to June 2020.

Figure 10: Changes in the real costs of Working for Famil@g2010 to 2020
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In inflation adjusted terms the real loser in the current budget settings around income support is
Working for Families. This programme is expected to fall from just under $3.1 billion (in Mar-16 Ss)
in 2010 to $2.3 billion by 2020 as the value of the programme is allowed to slide with inflation.
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HOUSING

Government is planning to spend $2.2 billion on housing related subsidies and programmes
during the 2016/17 financial year. This is just $30 million more than in the previous year
although the mix of this spending has changed a little.

Core spending through Vote Housing is on relatively small programmes such as the KiwiSaver
HomeStart. Such spending will amount to $230 million during 2016/17 which is down $46 million
on 2015/16. Notincluded in any housing budget is the $100 million announced by the Finance
Minister for housing development on surplus Crown land in Auckland. Its actual status is unknown.

In pre-budget publicity by Social Housing Minister Ms Bennett announced new spending of $41
million over four years for emergency housing provision. Closer analysis found that this budget was
mainly expected to support emergency housing providers to continue to provide around 750 beds
emergency which are already offered. In March 2016 the Ministry of Social Development reported
that the urgent waiting list for social housing stood at almost 2,200 households. An estimate of the
number of bedrooms required to house these households was 4,400.10

The big ticket items in the housing budget are subsidies through the Accommodation Supplement
and income related rent subsidies to social housing providers — the largest of which is Housing
New Zealand. The total value of these two forms of subsidies is set to rise marginally from $1.90
billion in 2015/16 to a forecast $1.98 billion in 2016/17 — a 2.4% increase in real terms. Housing
subsidies budgets are however forecast to rise more meaningfully beyond 2017 eventually to an
expected $2.2 billion in 2019/20. This represents a real increase of around 12%. Trends in
spending on housing subsidies over the period 2010 to 2020 are summarised in Figure 11

The cost and take-up of the Accommodation Supplement is not expected to change much over
the next four years. Total spending on the Supplement will remain at just under $1.2 billion
through to 2019/20 with around 300,000 adults receiving a payment at any one time. This
suggests that no review of the maximums payable the Supplement is intended and the problems
of rising rents and static supplements will not be addressed™.

The big increase in housing spending comes in increases in spending on income related rents. In
nominal terms this programme will grow 49% from $703 million in 2014/15 to $1050 million in
2019/20. How many additional social housing units this extra spending will provide is unknown
although Social Housing Minister Paula Bennett is suggesting up to 750 additional places — most of
which it seems will be in Auckland."

Figure 11: Spending on housing subsidies ¢ 2010 to 2020 ¢(Ss nominal)
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CHILDREN FOCUSED BUDGETS

The Government’s political commitment to what it defines as ‘vulnerable children’ appears to
have flowed through into its Budget allocations with modest real increases in many detailed
budgets. This commitment is illustrated in Table 5 and Figure 12. Table 5 reports budgets for
programmes in Vote Social Development and Vote Education which are entirely or mainly
targeted towards meeting the needs of disadvantaged or disabled children. The period of
analysis offered in Table 5 is the five year period from 2012/13 to 2016/17 so covers recent
history and the immediate future. Detailed budget forecasts beyond June 2017 are not available
in published Government Budget papers.

For the financial year ending 30 June 2017 Government is expecting to spend over $1.5 billion on
services and programmes to assist children at risk or with special needs. This figure is 4% more in
real terms than five years previously.

Compared with five years ago and in real terms, spending on child care and protection services is
forecast to increase by 13% to $406 million. Also in real terms, spending on childcare assistance
for low-income families is expected to grow by 5% to $211 million over the five year period to
2017.

Spending through Vote Education on special needs support will almost reach $400 million over
the year to 30 June 2017 which is 13% more in real terms than five years previously. Offsetting
this increase and for the same period will be a 6% real decline in spending targeted interventions
for children with behavioural and learning difficulties. Overall Vote Education budgets which
perhaps can be termed equity focused funding grew by $55 million between 2012/13 and
2016/17 or by more than 5% in real terms.

Table 5: Expenditure on selected children focused budgets ¢ 2013t0 2017-P 1 nn Qa

Year ending June 2013 2014 2015 2016 2017
Care & Protection Services 345,765 349,306 378,848 396,205 406,364
Strong Families & Connected Communities 125,084 122,543 118,152 113,754 107,833
Childcare Assistance 185,724 185,402 183,704 186,585 211,420
Out of School Care Programmes 16,953 19,603 18,403 19,045 19,410
Total MSD budgets for vulnerable children 820,624 833,618 861,765 840,417 882,029
Interventions for targeted student groups 263,651 275,037 286,061 240,378 258,138
Special needs support 339,765 335,771 339,766 351,779 399,807
Total MOE budgets for vulnerable children 603,416 610,808 625,827 592,157 657,945
Both budgets in March 2016 $s 1,455,578 1,454,120 1,496,321 1,432,574 1,517,216

Figure 12: Children focused budgets from MSD and MoE budgets ¢ 2013-2017
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CONCLUSIONS

This Budget analysis has referred to the 2016 Budget as a Band-aid budget and this is CPAG’s
perspective of both the approach behind the Budget and the likely impact of it.

There is in fact a degree of deceit in the messaging around the 2016 Budget both in pre-Budget
announcements and in the Budget Speech itself. Such messaging quite expectantly focuses on
the positives and ignores the negatives. But it is quite a different tactic to completely ignore
sacred cows such as NZ Superannuation which by some accounts are taking up most of any
additional spending.

Failing to acknowledge let alone address burgeoning areas of extra spending is just one example
of the band aid approach offered in this Budget. Other examples include the apparent lack of
concern for macro-economic challenges such as the widening current account deficit and rising
foreign indebtedness. As well there are the various social deficits such as enduring child poverty
which will not be addressed by diminished spending on Working for Families and by the sell-off of
state housing.

The Minister of Finance’s focus on achieving a budget surplus and reducing Government debt are
worthwhile and necessary measures. However a pre-occupation on this single dimension not
only ignores other deficits within New Zealand society but risks excluding hundreds of thousands
of New Zealanders from any social progress we may achieve as a nation.

ENDNOTES

! BEFU 2016 p.97

2 BEFU 2016 p.96

3 Operating balance before gains and losses and excluding minority interest — BEFU 2016 p.96
* BEFU 2016 p.102 - this figure excludes NZS Fund assets

® See BEFU 2010 Table 1.1 p.60 which showed net debt rising from 14.1% of GDP in 2010 to 26.5% and the
Crown’s net worth falling from 50.9% of GDP to 34.8% over the same period.

6 Budget Speech 2016 p.3

”In 2008 during the general election campaign John Key made the following pledge; Wational will retain all

the superannuation entitlements and eligibility rules that our senior citizens currently enjoy. We will keep this

pledge and | will resignasPNRA YS aAyAadSNE |yR a | YSYo SAhllaBlslat 2 dzNJ t | NJ
http://www.johnkey.co.nz/index.php?url=archives/498-NEWS-Economic-plan-Superannuitants-get-a-
boost.html&serendipity%5Bcview%5D=linear

8 Jonathan Coleman’s press release of 26 May Health investment increases to record $16.1 Awvailable at
https://www.beehive.govt.nz/release/health-investment-increases-record-161b

° BEFU 2016 p.126

' For more details see CPAG’s blog on this issue at http://www.cpag.org.nz/a-little-help-goes-a-long-way-
except-for/

! See a review of the Accommodation Supplement paper at http://www.cpag.org.nz/resources-
publications/housing/

"2 See press release of 26 May 2016 $258 million to boost social housingvailable at
https://www.beehive.govt.nz/release/258m-boost-social-housing
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