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Certain information in this document has been withheld under one or more of the 
following sections of the Official Information Act, as applicable: 

[1] 9(2)(a) - to protect the privacy of natural persons, including deceased people 
  
[2] 9(2)(f)(iv) - to maintain the current constitutional conventions protecting the 

confidentiality of advice tendered by ministers and officials  
 
[3] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and 

frank expression of opinions 
 
[4] 9(2)(b)(ii) - to protect  the commercial position of the person who supplied the 

information or who is the subject of the information 
 
[5] 9(2)(k) - to prevent the disclosure of official information for improper gain or 

improper advantage 
 
[6] 9(2)(j) - to enable the Crown to negotiate without disadvantage or prejudice 
 
[7] 6(a) - to prevent prejudice to the security or defence of New Zealand or the 

international relations of the government 
 
[8] 9(2)(h) - to maintain legal professional privilege 
 
[9] 6(c) - to prevent prejudice to the maintenance of the law, including the 

prevention, investigation, and detection of offences, and the right to a fair trial 
 
[10] 9(2)(d) - to avoid prejudice to the substantial economic interests of New 

Zealand 
 
[11] 9(2)(i) - to enable the Crown to carry out commercial activities without 

disadvantage or prejudice. 

Where information has been withheld, a numbered reference to the applicable section 
of the Official Information Act has been made, as listed above. For example, an [8] 
appearing where information has been withheld in a release document refers to section 
9(2)(h). 

In preparing this Information Release, the Treasury has considered the public interest 
considerations in section 9(1) of the Official Information Act. 
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29 October 2010  

Recommended Action 

We recommend that you note the options for articulating your short-term fiscal intentions in 
Budget Policy Statement 2011, for discussion at Fiscal Issues on 2 November 2011. 
 
 
 
 
 
 
Bill Moran 
Manager, Macroeconomic Policy 
for Secretary to the Treasury 
 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 
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Treasury Report: Articulating your short-term fiscal intentions 

Purpose of Report 

1. This report provides you with options for articulating your short-term fiscal intentions in 
the upcoming Budget Policy Statement 2011 – for discussion at Fiscal Issues on 
Tuesday 2 November 2011.  

Short-term fiscal intentions 

Current practice  

2. As part of your fiscal strategy, you formally signal your short-term fiscal intentions in an 
annex to each Budget Policy Statement and Fiscal Strategy Report. The Public 
Finance Act requires that you assess the consistency of these short-term intentions 
with your long-term fiscal objectives and with the principles of responsible fiscal 
management. The intentions and the objectives must relate to the fiscal variables of 
operating revenue, operating expenses, the operating balance, debt and net worth. 
Annex 1 presents a copy of your current short-term fiscal intentions. 
 

3. In practice, the fiscal intentions have tended to be equated with the fiscal forecasts 
contained in the accompanying Economic and Fiscal Updates. This has meant that the 
fiscal intentions have been adjusted every six months in response to the updated fiscal 
forecasts. Over time it has become apparent that basing the intentions on the forecasts 
does not convey any sense of a policy reaction function – such as a response to 
unexpected fluctuations in operating revenue or expenses. It also puts the onus on the 
text in a Budget Policy Statement or Fiscal Strategy Report to explain any changes. 

 

Alternative formulations 

4. You may wish to consider alternative options for articulating your fiscal intentions in the 
Budget Policy Statement 2011 in December 2010. This could assist you, if you wish to 
send a stronger signal with respect to your planned return to fiscal surplus – by citing a 
timeframe or a pathway that is independent, within reason, of forecast fluctuations. 

 
5. Reworking your formal fiscal intentions may also prove useful for signalling an intention 

to respond to any unexpected deterioration in the fiscal position in the short term. For 
example, if the final forecasts at the Half-year Economic and Fiscal Update 2010 
contain a weaker fiscal outlook, a downward revision in the operating balance for 
2010/11 would represent the second consecutive update where the short-term intention 
for that fiscal year has been revised downwards – following on from -3.5% in the Fiscal 
Strategy Report 2010 and -2.6% in Budget Policy Statement 2010 in December 2009.  

 
6. A scenario where your stated intention in the Budget Policy Statement 2011 is to again 

allow a worsening of the deficit, albeit short term, could send an unhelpful signal. This 
scenario could be contrasted with an expected faster pace of fiscal consolidation 
across G20 countries over the next three years – with a risk that New Zealand’s fiscal 
deficits could begin to stand out internationally. However, if the short-term intentions in 
Budget Policy Statement 2011 were to be somewhat separated from the forecasts, 
there could be more scope to look through a short-term fluctuation and reiterate your 
commitment to, for example, returning to a fiscal surplus by a certain year. 

 
7. Some initial ideas for articulating your short-term intention for the operating balance are 

presented below. 
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a. Continue to adjust the short-term fiscal intentions to follow the fluctuations in 

the revised fiscal forecasts and explain the reason for any changes. 
 

b. Consider a greater degree of specification so that the intentions are a little 
more anchored with respect to future forecast changes. This option is about 
signalling an intention to avert any future slippage in your plan for returning to 
fiscal surplus. Some examples are listed below.  

 

• “Our short-term intention is to return the operating balance to surplus 
by the year 20xx.” [committing to a timeframe for returning to surplus] 
 

• “Our short term intention is to steadily reduce the operating deficit 
year on year over the forecast period.” [directional but without a 
timeframe for returning to surplus] 

 

• “Our short-term intention is ensure that the operating balance does 
not deteriorate beyond the track forecast at the Half-year Economic 
and Fiscal Update 2010.” [committing to a turning point in the deficit] 

 
8. Changes of this sort would need to be considered alongside your intentions for other 

fiscal variables such as operating revenue and operating expenses. We will be 
available to discuss options at Fiscal Issues on 2 November 2010. 

Timelines  

9. The publication of Budget Policy Statement 2011 is scheduled for 14 December 2010. 
You will receive a draft outline of the Statement on Friday 5 November 2010, which will 
seek guidance on your intentions for the themes of the Statement, the emphasis placed 
on particular issues and the sequencing of the narrative. Two high-level issues for your 
consideration are: 

 
a. the degree of ambition being signalled – at Budget 2011, Budget 2012 and 

beyond – in terms of your fiscal strategy; and 
 

b. responding to a weaker fiscal position – if forecasts at the Half-year Economic 
and Fiscal Update 2010 prove to be weaker than expected at Budget 2010. 

 
10. Following your feedback, we will produce a draft Budget Policy Statement for your 

consideration ahead of Fiscal Issues on Wednesday 17 November 2010. 
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Annex 1 – Short-term fiscal intentions, Fiscal Strategy Report 2010 

 

2010 FSR 2010 BPS 

Debt 

Gross sovereign-issued debt (including Reserve 
Bank settlement cash and Reserve Bank bills) is 
forecast to be 35.3% of GDP in 2013/14. 

Core Crown net debt (excluding NZS Fund and 
advances) is forecast to be 26.5% in 2013/14. 

Debt 

Gross sovereign-issued debt (including Reserve 
Bank settlement cash and Reserve Bank bills) 
is forecast to be 38.8% of GDP in 2013/14. 

Core Crown net debt (excluding NZS Fund and 
advances) is forecast to be 29% in 2013/14. 

Operating balance 

Based on the operating allowance for the 2010 
Budget, the operating deficit is forecast to be 
3.5% of GDP in 2010/11. The operating deficit is 
forecast to be 0.3% of GDP in 2013/14.  This 
decrease is consistent with the long-term 
objective for the operating balance. 

Operating balance 

Based on the operating allowance for the 2010 
Budget, the operating deficit is forecast to be 
2.6% of GDP in 2010/11. The operating deficit 
is forecast to be 1.2% of GDP in 2013/14.  This 
decrease is consistent with the long-term 
objective for the operating balance. 

Expenses 

Total Crown expenses are forecast to be 42.4% 
of GDP in 2013/14.   

Core Crown expenses are forecast to be 32.4% 
of GDP in 2013/14.  

This assumes a new operating allowance of 
$1.1 billion per annum for the 2010 Budget, 
growing at 2% for Budgets thereafter (GST 
exclusive). 

Expenses 

Total Crown expenses are forecast to be 
44.5% of GDP in 2013/14.   

Core Crown expenses are forecast to be 34% 
of GDP in 2013/14.  

This assumes a new operating allowance of 
$1.1 billion per annum for the 2010 Budget, 
growing at 2% for Budgets thereafter (GST 
exclusive). 

Revenues 

Total Crown revenues are forecast to be 41.1% of 
GDP in 2013/14.   

Core Crown revenues are forecast to be 30.7% of 
GDP in 2013/14. 

Core Crown tax revenues are forecast to be 27.5% 
of GDP in 2013/14. 

Revenues 

Total Crown revenues are forecast to be 42.4% 
of GDP in 2013/14.   

Core Crown revenues are forecast to be 31.4% 
of GDP in 2013/14. 

Core Crown tax revenues are forecast to be 
28.5% of GDP in 2013/14. 

Net worth 

Total Crown net worth is forecast to be 34.8% of 
GDP in 2013/14. Core Crown net worth is 
forecast to be 10.7% of GDP in 2013/14. 

Net worth 

Total Crown net worth is forecast to be 35.3% of 
GDP in 2013/14. Core Crown net worth is 
forecast to be 9.6% of GDP in 2013/14. 


