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Key to sections of the Official Information Act 1982 under which information has been 
withheld. 

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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Office of the Minister of Finance 
 
 
 
 
 
 
Chair 
CABINET 
 
 
BUDGET POLICY STATEMENT AND HALF-YEAR UPDATE  

Proposal 

1. This paper provides for Cabinet’s information a draft of Budget Policy Statement 
2011.  It also provides a presentation on Half-year Economic and Fiscal Update 2010 
that I will present at Cabinet. I will release Budget Policy Statement 2011 on 14 
December 2010 in conjunction with Half-year Economic and Fiscal Update 2010 and 
the first Investment Statement of the New Zealand Government. 
 
Background 

2. The Public Finance Act requires the Minister of Finance to present a Budget 
Policy Statement that sets out the broad strategic priorities by which the Government 
will be guided in preparing the upcoming Budget, including:  
 

a. the overarching policy goals that will guide Budget decisions;  
 
b. the policy areas that the Government will focus on; and 
 
c. how the upcoming Budget accords with the fiscal intentions and long-term 

fiscal objectives indicated in the previous Fiscal Strategy Report. 
 
Comment 

3. Budget Policy Statement 2011 recaps the economic and fiscal situation, with a 
particular focus on the imbalances that have built up in both the domestic and global 
economy. Economic growth is expected to lift during 2011 as household and business 
spending growth picks up, reflecting higher labour income growth and the terms of 
trade remaining high. Despite that improvement, our economic growth and tax 
revenues will be slightly weaker than expected at Budget 2010, due to business 
investment and household spending being lower than expected.   
 
4. The operating deficit, before gains and losses, is larger than expected at Budget 
2010, and is now forecast to be $11.1 billion or 5.5 percent of GDP in 2010/11. This is 
largely explained by lower tax revenue in the near term, and one-off events, such as 
the accrual of expenses associated with the recovery from the Canterbury earthquake 
and the Weathertight Homes package. Despite this, the projections still show that we 
will return to surplus by 2015/16.  

5. Budget Policy Statement 2011 reaffirms that our economic growth strategy will 
continue to focus on six policy areas where material opportunities exist to lift growth in 
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a sustainable way. These are: the tax system; public sector performance; education 
and skills; business innovation and trade; the regulatory environment; and productive 
infrastructure. Budget Policy Statement 2011 outlines the substantial progress we have 
achieved with this strategy to date.  
 
6. Budget Policy Statement 2011 also reaffirms that our fiscal strategy is based on 
returning to operating surpluses, bringing debt down to prudent levels and rebuilding 
our fiscal buffer, and committing to broad base, low rate taxation that minimises 
economic distortions. An essential part of achieving this strategy is our commitment to 
restrain new discretionary spending within an annual net operating allowance of $1.12 
billion and a capital allowance of $1.39 billion. 
 
7. The decision by Standard and Poor’s to revise their outlook on their foreign 
currency sovereign credit rating for New Zealand from stable to negative is also 
referenced in Budget Policy Statement 2011 as underlining the need to maintain a 
strong fiscal position. 
 
8. Other significant features contained in Budget Policy Statement 2011 are: 
 

• formalising the Government’s intention to returning the operating balance, 
before gains and losses, to surplus no later than 2015/16; 

 
• increasing the Government’s control over unforeseen increases in expenses 

by setting aside a portion of the operating allowance to manage that risk; 
 

• a discussion of the Government’s first Investment Statement as being an 
important step towards improving the management of the Crown’s balance 
sheet; and 

 
• signalling that Budget 2011 will announce the next steps in the Government’s 

strategy to lift economic growth on a sustainable basis, with particular focus 
on reducing the imbalances in the economy.  

 
9. I will talk to the attached presentation on Half-year Economic and Fiscal Update 
2010 – as context for Budget Policy Statement 2011. 
 
Consultation 

10. The main features of Budget Policy Statement 2011 have been shared with the 
Prime Minister and the Associate Ministers of Finance. A draft version has been 
shared with the Department of the Prime Minister and Cabinet. 
 
Financial Implications 

11. This paper has no financial implications. 
 
Human Rights, Legislative, Regulatory, Gender and Disability Implications 

12. This paper has no human rights, legislative, regulatory, gender or disability 
implications. 
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Publicity 

13. The release date of Budget Policy Statement 2011 has already been publicly 
announced as being Tuesday 14 December. The release will be in conjunction with 
Half-year Economic and Fiscal Update 2010 and the first Investment Statement of the 
New Zealand Government. 
 
Recommendations 

14. I recommend that Cabinet: 
 

1. note the attached draft of Budget Policy Statement 2011;  
 

2. note the attached Cabinet presentation on Half-year Economic and Fiscal 
Update 2010; and 

 
3. note that I intend to release Budget Policy Statement 2011 on 14 

December 2010 in conjunction with Half-year Economic and Fiscal Update 
2010 and the first Investment Statement of the New Zealand Government. 

 
 
 
 
 
 
 
Hon. Bill English 
Minister of Finance 
 
 


