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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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Chair 
CABINET 
 
 
FISCAL STRATEGY REPORT AND EXECUTIVE SUMMARY FOR BUDGET 2011 

Proposal 

1. This paper summarises the main messages in the near-final draft of the 2011 
Fiscal Strategy Report (attached) and asks Cabinet to note the contents of the report. 
The Fiscal Strategy Report will be published with the Budget on 19 May 2011. 
 
2. It also provides a draft of the Executive Summary for Budget 2011 for Cabinet to 
note. This document is a brief summary of the key Budget 2011 initiatives that Cabinet 
has agreed to, the 2011 Fiscal Strategy Report, the Investment Statement Supplement 
and the Treasury’s Economic and Fiscal Update. 
 
3. Finally, this paper provides a presentation on the Budget Economic and Fiscal 
Update 2011 that I will present at Cabinet. This presentation provides context for the 
Fiscal Strategy Report. 
 
Comment 

4. The Public Finance Act 1989 requires that the Fiscal Strategy Report state the 
Government’s long-term objectives and short-term intentions for net debt, net worth, 
operating expenses, operating revenues, and the operating balance. The Fiscal 
Strategy Report illustrates likely future progress towards achieving those objectives. 
 
5. The 2011 Fiscal Strategy Report includes the allowances for new operating and 
capital spending approved by Cabinet on 11 April 2011. The Treasury’s forecasts 
currently show that we are on track to: 
 

• return the operating balance (before gains and losses) to surplus in 
2014/15 – one year earlier than our stated intention in the Budget Policy 
Statement in December 2010; and  

 

• ensure that net debt remains low and is projected to return to a level no 
higher than 20% of GDP by the early 2020s. 
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6. I have refined the wording of our long-term objectives for debt and operating 
expenses to underline this Government’s commitment to being fiscally responsible. I 
have also reworded the short-term intention for operating expenses to show the extent 
of spending restraint required to return to fiscal surplus.   
 
7. The long-term objective for debt remains the same, but the upper ceiling has 
been lowered from 40% to 35% of GDP so that it reads “...to ensure that net debt 
remains consistently below 35% of GDP, and is then brought back to a level no higher 
than 20% of GDP by the early 2020s...” My rationale is that an upper ceiling of 35% of 
GDP provides a sufficient buffer to deal with future shocks given that net debt is now 
projected to peak below 30% of GDP. Lowering the ceiling sends a signal that the 
Government is committed to maintaining low levels of debt. 

 
8. I have added a clause to the long-term objective for operating expenses to reflect 
the trend towards smaller government under our fiscal strategy: “Reduce the growth in 
government spending to ensure operating expenses are consistent with the operating 
balance objective, and so that over time, core Crown expenses are reduced to 
around 30% of GDP ”. This signals smaller and more efficient government, while 
remaining sufficiently open about timing and exact levels, so as to be flexible to any 
future policy choices, including responses to demographic change. 

 
9. I have also reworded our short-term intention for operating expenses to reflect 
our return to surplus: “Our intention is to support a return to fiscal surplus by 
restraining the growth in Core Crown expenses – so that they are reduced to around 
[xx.x%] of GDP by 20xx/xx”. This complements our intention for the operating balance 
and shows that we are eliminating the deficit – not by raising taxes but by restraining 
spending growth. 

 
10. The 2011 Fiscal Strategy Report also outlines how the Government will help to 
lift national savings, including through an early return to fiscal surplus and supporting 
investment via the mixed ownership model. The Fiscal Strategy Report has been 
drafted on the basis that Cabinet will agree to extend the mixed ownership model. 
 
Forecasts and projections to be completed 
 
11. The final fiscal forecasts and projections are yet to be completed. The data and 
graphs in the draft Fiscal Strategy Report and the presentation on the Budget 
Economic and Fiscal Update are based on near-final numbers. In consultation with the 
Prime Minister, I will finalise the Fiscal Strategy Report following our discussion today. 
 
 
Background 

12. On 11 April 2011 Cabinet agreed that the 2011 Fiscal Strategy Report signal:  
 

• gross capital spending of $900 million in future Budgets; 
 
• a 'net zero' capital allowance for Budgets 2012 to 2016, meaning that the 

Government's investment in infrastructure will be funded from the Crown 
balance sheet, including the proceeds of the mixed ownership model; and 

 
• a reduced allowance for new operating spending of $800 million in each of 

Budgets 2012 and 2013 [CAB Min (11) 15/13 refers]. 
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13. Cabinet also authorised the Prime Minister and the Minister of Finance to set 
final allowances for future Budgets based on the final fiscal forecasts, for inclusion in 
the 2011 Fiscal Strategy Report. I intend to proceed on this basis. 
 
Consultation 

14. The 2011 Fiscal Strategy Report reflects the 2011 Budget package agreed by 
Cabinet. The Department of the Prime Minister and Cabinet has been informed. 
  
Financial Implications 

15. This paper itself has no fiscal implications. The 2011 Fiscal Strategy Report 
provides the context for the Budget 2011 package [CAB Min (11) 15/13 refers]. 
 
Human Rights, Gender, and Disability Perspectives 

16. This paper has no human rights implications and does not require a gender 
implications analysis or a disability perspective analysis. 
 
Legislative Implications 

17. None. 
 
Regulatory Impact Analysis 

18. This paper does not require a regulatory impact statement. 
 
Publicity 

19. The attached documents will be published with the Budget on 19 May 2011. 
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Recommendations 

20. I recommend that Cabinet: 
 

1 Note that the attached drafts of the Fiscal Strategy Report and the 
Executive Summary for Budget 2011 will be finalised and published with 
the Budget on 19 May 2011; 
 

2 Note the attached presentation on the Budget Economic and Fiscal Update 
2011; 

 
3 Note that I have reworded the long-term objectives for debt and operating 

expenses to underline our commitment to being fiscally responsible;  
 

4 Note that I have reworded the short-term intention for operating expenses 
to show that we are eliminating the deficit by restraining spending growth;  

 
5 Note that the Fiscal Strategy Report and the Executive Summary for 

Budget 2011 have been drafted on the basis that Cabinet will agree to 
extend the mixed ownership model; and 

 
6 Note that I will finalise the Fiscal Strategy Report and the Executive 

Summary for Budget 2011 in consultation with the Prime Minister. 
 
 
 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 
 
Date: 


