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Budget 2015
The hard grind of slow economic evolution

Bill English’s seventh budget brings home the
reality of a hard economic grind, a far cry from
the historic rock star sentiments. A slow evolution
from historic budgets, certainly no revolution,
which is neither good nor bad – it just is.
Relative to many of our trading partners we are still
ahead of the curve, but we are in no way insulated or
thrusting forward.
As this budget is the first of three in the Government’s
third term, the level of evolution would always have
been deliberately slow enabling a ramp up in projection
prior to the 2017 election.
Evolutionary budgets are not however a bad thing.
They provide a degree of stability and predictability
that businesses like. They also recognise that no one
holds a magic wand that gives rise to instantaneous
gratification.
From a business viewpoint, Budget 2015 won’t be
remembered as the gift that keeps on giving, other than
the prospects of lower interest rates, a double edged
sword. It projects a trajectory that is more realistic than
optimistic and a scarcity of anything really different –
the cruel reality of life.
But to successfully capture a fourth term, something
more tangible than projecting a positive national
trajectory needs to be felt by the general voting public.

Budget 2015 addresses this by foreshadowing modest
tax cuts as a tangible manifestation of prudent
stewardship. Of course there is no certainty of those
cuts as we are not totally in control of our economic
destiny. Issues in Europe and Asia, and more closely in
Australia, can still materially shape our economic future,
as can commodity prices and our exchange rate, none
of which we really control.
But even if the economic forecasts prove to be right,
modest tax cuts of themselves may not be enough if the
nation’s economic prosperity is relatively modest, and
more importantly it is not spread throughout our cities
and provinces, and across a wide spectrum of
the population.
This issue manifested itself in the 2014 election through
the lens of child poverty. Almost certain the issue will
also manifest itself in 2017 through an additional lens,
being the starkly different trajectories provincial and other
metropolitan areas have with Auckland. And even in
Auckland, the impact a hot property market has on those
that live and work there, and more particularly the ability
for Aucklanders to enter that market at current levels.
Budget 2015 recognises most of these issues and visibly
starts to address the first, which was a major focus of the
budget, but does relatively little in relation to the second.
Both issues are interrelated in that the solutions require
that economic prosperity touch as many people and
parts of the nation as possible; which is currently not
the case as a disproportionate amount is concentrated
in and around Auckland. In part this is due to, and
certainly exacerbated by, the inward migration that
region currently benefits from.
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In terms of Auckland, the initial issue is squarely
targeted at the ever rising cost of housing, rather than
the associated infrastructure challenges, with the initial
salvo being a number of tax changes.
But those changes do no more than reinforce existing
settings and will do little to curb investment in that
sector and the upward pressure on prices. The tax is
easily avoided, the vast majority of property would be
excluded from its ambit, and even if there were a tax
on some of the gains, at least two-thirds of those gains
would stick to the investors. Further, the tax would only
be paid when the gains are realised, and any operating
losses incurred through holding the property would
still be deductible and able to be offset against other
income on a current basis.
Not a criticism of the measures, just the reality. As
international precedents prove, tax, whether of this
nature or more broadly based, can only at best take an
edge off a hot market. This is also what occurred in New
Zealand when the depreciation changes were made

In terms of supply, Budget 2015’s responses were
relatively muted for what is a hot topic. In part because
there is no easy answer or magic wand.
Silent was any mention around demand and whether
in fact the Government would be better placed to also
try and choreograph the inward migration wider than
just Auckland, as our Wellington article in this budget
commentary elaborates on.

Thomas Pippos
CEO
tpippos@deloitte.co.nz
+64 (0) 4 495 3921

Where does that leave us? From a business perspective
evolutionary rather than revolutionary, but probably
even less evolutionary than expected – but relative to
Australia, it’s all good here.

As international precedents
prove, tax can only at best take
an edge off a hot market.
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in 2010, with retrospective effect, that immediately
impacted the tax payable by property investors, yet the
market still moved forward.

ACC

Child hardship

375m

790m

in ACC levy cuts
in 2016

in benefit changes

Capital

Social sector

939m

capital investent for
priority infrastructure

305m

for new investments

Health

1.7bn

for public health services including:

Health

1.3bn
for DHB-based
services

76m

for hospices and
palliative care nurses

Business growth

Housing

345m

122m

for new initiatives

for housing
initiatives

Child and youth education

176m
surplus forecast
in 2015/2016

684m
deficit forecast
in 2014/2015

680m

for early childhood, and education including:

Infrastructure

244m

Childcare

75m

for new schools
and classrooms

to attend early
childhood education

Schools

Teachers

Surgery

98m

for elective surgeries
and orthopaedic
conditions

12m

to extend the bowel
cancer screening pilot

Property tax Penalties dropped

29m

for property tax
compliance

1.7b

in child support
penalties forgiven

BUDGET 7.0

42m

63m

to boost schools
operational grants

for teacher aid
support for special
needs students

Levy

KiwiSaver

100m

from a new border
clearance levy

500m

discontinuing the
$1000 kickstart
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Chasing the elusive surplus
30.8bn

24.6bn

$74.9bn
Total income

15.6bn

$74.9bn

18.3bn

13.1bn

Total expense

10.8bn

7.3bn

9.2bn

4.8bn
3.7bn
3.6bn

2.6bn
3.5bn

2.2bn

3.6bn
Surplus
forecast in
2018/19

Rising to

176m
Surplus
forecast in
2015/16
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Tax
Ensuring competitive tax settings for New Zealand Inc.?

Since the “great tax switch” in Budget 2010, successive
budgets have focused on consistent minor updates
to fine tune New Zealand’s broad base low rate tax
settings. Budget 2015 continues this trend.
However, the potential for more wholesale changes
on the horizon can be found in Inland Revenue’s work
around Base Erosion and Profit Shifting (BEPS) and
their business transformation (BT) project. These two
initiatives have the potential to reshape New Zealand’s
tax settings in terms of what is collected and how it is
collected.
Fine tuning – further erosion of the capital/revenue
boundary
Government intends to bring in legislation, subject to
consultation and effective from 1 October this year,
to target property speculation. Budget 2015 includes
a number of measures directed towards providing
additional resources and tools to Inland Revenue for this
work. These include:
• Providing Inland Revenue with $29 million in extra
funding for property tax compliance and enforcement
(Inland Revenue currently assess over $7 for every $1
it spends in this area)
• Requiring non-residents and New Zealanders buying
and selling any property other than their main home
to provide a New Zealand IRD number and requiring
non-residents to have a New Zealand bank account to
get a New Zealand IRD number
• Introducing a new "bright line" test to tax gains from
residential property sold within two years of purchase,
unless it's the seller's main home, inherited or
transferred in a relationship property settlement
IRD’s business transformation
Detail of the possible shape and direction of BT emerged
earlier this year with the issue of Inland Revenue’s Green
Paper. It is clear that the vision for BT is wider than a
simple move to digital. The proposals have the potential
to fundamentally reshape how tax is collected and will
impact every taxpayer, either in their own right or some
other capacity (e.g. as an employer).
It will be important to ensure that the changes arising
from BT result in a reduction of compliance costs to
taxpayers. To be transformational, BT cannot be about
the transfer of compliance costs from Government to the
private sector. BT must reduce compliance costs for all.

Base Erosion and Profit Shifting
As the OECD concludes its recommendations on BEPS
(the practice of multinational corporations exploiting
gaps and mismatches in different countries’ tax rules)
later this year, we can expect to see the New Zealand
response start to emerge.
The Australian response has been a targeted antiavoidance measure aimed at specific multinationals and
the introduction of legislation to charge GST on the
supply of services by offshore suppliers– the so called
“Netflix tax.”

Patrick McCalman
Partner
pmccalman@deloitte.co.nz
+64 (0) 4 495 3918

While not included in the Budget, we believe it is likely
that New Zealand will quickly follow suit and introduce
a similar regime to charge GST on imported services like
digital downloads. But whatever other responses to BEPS
may look like, it is important that they be targeted and
proportional to the issues facing New Zealand business.
Is more change needed?
Tax plays a fundamental role in attracting and retaining
business activity in our economy. Most important is
how the tax burden falls, which is not just a question of
each tax in isolation but rather the combination of rate,
base, restrictions and incentives – within our broad base
low rate framework.
New Zealand has challenges with size and distance from
market. Accordingly, we need to ensure that our tax
settings are competitive and not a barrier to attracting
and retaining business and capital. And whether
transformational or simply fine tuning, it is paramount
that any future changes need to ensure compliance at
an appropriate level of cost.

Expected return on property tax compliance and enforcement

$33m

$33 million for property
tax compliance and
enforcement

$258m

resulting in $258
million of assessed
tax revenue

$7.80

return of over
$7.80 for every
$1 invested
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Public Sector
Public sector transformation needs more urgency,
capability, and leadership

In New Zealand we’ve got it relatively good.
The 2015 Social Progress Index — a measure of
a country’s ability to meet the human needs of
its citizens — ranks New Zealand fifth out of 133
countries, ahead of Canada, Australia, the United
Kingdom, and the United States.
Budget 2015 reminds us - whether we achieve a
surplus or not - of our enviable position as a country,
not just on social progress but also on our levels
of debt relative to GDP and economic growth.
While we have a lot to be grateful for as New
Zealanders, the flipside is that we also have
a lot to lose. Deloitte’s Gov2020 research
into the future of government shows that rapid
demographic, economic, technological, and social
change compels governments all over the world
to transform in order to stay relevant and support
their nation’s progress, prosperity, and well-being.
Here in New Zealand, where total public sector
expenditure amounts to around 40 percent of GDP, it’s
particularly important that our public sector propels us
forward as a nation – rather than holding us back.
The good news is that we have some strong
preconditions for a 21st century public service. Being
relatively small, wealthy, and educated can support
a quick response to complex change. And every day
we work with smart, dedicated public servants who
are up for it. Some agencies are making efforts to
modernise and strengthen their organisations, including
but not limited to adopting cloud and as-a-Service
solutions, using human-centred design to improve
services, and adopting better data and analytics for
decision making and the new “investment approach.”
The bad news is that most public sector change activity
is on an individual agency basis and is incremental
rather than transformational. Overall, our public
service has been too slow to adopt social innovation
or cross agency solutions that offer a “one stop
shop” for public services or back office solutions
that can leverage scale and expertise. With notable
exceptions like the Police’s promising mobile journey,
agencies overall have also been slow to embrace the
power of mobile devices for staff and customers.

We see three areas that can help drive
transformation for a 21st century public service:
• Urgency. Public sector leaders must do more to
articulate how demographic, technological, and
other shifts are affecting the public services and what
investments should be made when, to future proof
services. Our research shows that the future is closer
than they might think.
• Capability. Delivering change requires a level of
organisational and management fitness we don’t see
in some of our public sector agencies. In particular,
capability in strategic finance (including long-term
asset management), HR, programme management,
and change management are much-needed enablers
for change.
• Cross agency leadership. Functional leadership
and Better Public Service Result leads will make little
traction until they are appropriately resourced and
can overcome the autonomy of individual agencies.
Gains made overseas in these areas are not achieved
through voluntary participation or the weighing
of costs and benefits to each participating agency.
Good cross agency programmes consider benefits to
citizens and the Crown and have the decision-making
authority to drive benefit realisation.
Now we need more action and less talking. Nothing is
impossible; we just need to break down the barriers that
are preventing demonstrable progress from being made.

Dave Farrelly
Partner
dafarrelly@deloitte.co.nz
+64 (0) 4 470 3623

Net govt debt
to GDP
NZ
2015

26.5%

Aus
2020

2015

15.6%

22.4%

Canada
2015

38.3%

2020

24.3%

GDP growth forecast (2015)
3.50%

3.07%

2.75%

2.68%

2.55%

UK
2015

80.4%

2020

71.6%

USA
2020

2015

80.4%

NZ
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2020

19.7%

USA

Australia

UK

Canada

82.1%

Public Sector
New Zealand is changing – our public sector needs to change
faster to stay relevant

Demographic shifts, rapid social and
technological change, and rising citizen
expectations all create unprecedented
opportunities to crack wicked problems and
build a better future for New Zealand.

3. Become a solution recruiter by creating an
environment where New Zealand’s innovators can
thrive – regardless of whether they are in the public,
private, social, or emerging fourth sector of “for benefit”
organisations. Moving from being the problem solver to
being an enabler for others will be a significant cultural
challenge for many of our public sector agencies.

To play a positive role in that future, public sector
organisations will need to work differently, becoming
more agile, open, enabling, collaborative, and
evidence-based. Agencies that stand still risk becoming
irrelevant – or worse, risk holding New Zealand back.

Adithi Pandit
Partner

4. Establish a just-in-time workforce by embracing
new, more flexible talent models. Examples include
a consulting model where teams form and dissolve
around special projects; mobile models where staff
work away from the office and focus on human
interaction; and open models such as joint ventures that
emphasis access to rather than ownership of talent.

With so much at stake, it’s time for our public
sector leaders to get their organisations fit for the
future. Below are four proven changes we would
advise every public sector agency explore now:

apandit@deloitte.co.nz
+64 (0) 4 470 3871

We invite readers to join the conversation about
the future for citizens and the public service at
http://government-2020.dupress.com,
where you can share your thoughts and access
videos, articles, and sector-specific examples.

1. Get data smart. It is remarkable what organisations
around the world are achieving with predictive
analytics, behavoural psychology, and outcomebased regulation for better decision-making. Many
of our public sector clients have an urgent need to
make targeted investments in data and analytics
capability to take advantage of these trends.

But don’t spend too much time reading about
change. The best way to get ready for the
future is to implement something new that takes
your organisation out of its comfort zone and
builds credibility for new ways of working.

2. Move to distributed governance by opening
up data, crowdsourcing policy, and co-creating
and co-delivering services with those citizens and
organisations affected most. For the majority of public
sector agencies, this means developing and implementing
much more sophisticated and deliberate strategies for
doing
business
in a digital
Public Sector
2 infographic
-- and more collaborative world.

New Zealand’s growing population is getting older, more urban, and more diverse…
Population growth

Growth of cities

Aging population

Multiculturalism

5.16m
4.15m

40%
Grow from 4.15 million in 2014
to 5.16 million in 2025 – an
increase of 15%

The greatest population growth
will occur in the cities: Auckland
will grow by 34% and will be 40%
of the population by 2033

… at the same time, New Zealanders are increasingly
digital, connected, and engaged on social issues.
Digital

4/5

+50%

Over half of New Zealanders
now shop online, and four out
of five Kiwis have a connected
mobile phone

Connected

25%
The number of people aged
65 years will double by 2035
and make up almost a quarter
of our population

Maori, Pacifica and Asian
populations will grow at a faster
rate making up a greater
proportion of New Zealanders,
especially among children

Innovative and empowered

95%
About 95% of the Kiwi internet
audience accesses social media
sites, including a strong presence
from older users

Social enterprise is growing globally. Organisations in
New Zealand like the Akina Foundation and Jasmine
Social Investments support social innovation and social
entrepreneurship in NZ and overseas
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Auckland – infrastructure
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New Zealand’s growing population is getting older, more urban, and more diverse…
Population
growth
Growth of but
cities lots to talk
Aging
population
No
real change
for transport,
about
before
5.16m
4.15m
much needed
action

40%

Grow from 4.15 million in 2014
to 5.16 million in 2025 – an
increase of 15%

The greatest population growth
will occur in the cities: Auckland
will grow by 34% and will be 40%
of the population by 2033

Multiculturalism

25%

Maori, Pacifica and Asian
populations will grow at a faster
rate making up a greater
proportion of New Zealanders,
especially among children

The number of people aged
65 years will double by 2035
and make up almost a quarter
of our population

…Inatlast
the
same
time,
NewonZealanders
year’s
budget
feature
Auckland are increasingly
This year has also seen the launch of a preliminary study
digital,
connected,
and engaged
on social
infrastructure
we highlighted
the importance
of a issues.
into the reintroduction of light rail onto Auckland’s

prosperous
Auckland for New Zealand’s economy
streets, a mode not seenInnovative
since 1956. Light
has
Digital
Connected
andrail
empowered
and the drivers for new investment, particularly
experienced a renaissance in Australia as way to provide
in housing supply
capacity on busy corridors not serviced by heavy rail and
+50% and transport infrastructure
4/5
95% to address CBD bus congestion.
and services.
While last year’s budget provided funding for housing

Tim Arbuckle
Partner

Auckland now has comprehensive multi-modal transport

Social enterprise is growing globally. Organisations in
About 95% of the Kiwi internet
Over half of New Zealanders
andshop
an accelerated
package
it did not
plan
for the next 10
years,
but like
needs
gainFoundation
local andand Jasminetimarbuckle@deloitte.co.nz
New
Zealand
the to
Akina
audience
accesses social
media
now
online, and four
out of road projects
Social
Investments
support social innovation and social
sites, including
a strongcentral
presence
ofaddress
five Kiwis
have a connected
growing
pressures on public transport.
Auckland’s
government
political
support.
entrepreneurship in NZ and overseas
from older users
mobile phone
+64 (0) 4 470 3554
flagship project, the $2.5 billion City Rail Link (CRL), has

to wait for patronage and employee growth targets to be
met before Government funding will be unlocked.
Fast forward 12 months, public transport ridership is up
10% and
the budget
position remains the same.
Wellington
infographic
-In the meantime, Auckland has consulted with ratepayers

Wellington
not just bureaucrats
on its transport choices as part of its 10-year budget

and received support for a comprehensive package of
transport projects worth $10.3 billion over 10 years,
Core worth $6.9
compared
10% with a scaled back programme
government
agencies
billion.
Both plans included CRL.
NZ labour
force

235k

We have consensus about the importance of Auckland
for the national economy and the critical role that
transport infrastructure plays in enabling productivity
and growth; but we are not seeing consensus on the
solutions and their timing and funding. The debate is
also starting to spill into housing with Auckland Council
linking its support for further
special housing
areas under
Wellington
regional
population
the Auckland Housing Accord with the implications for
transport infrastructure provision and funding.
Is it time for a transport accord between Auckland
local government and Central Government to build the
necessary consensus on transport solutions to keep pace
with growth? Transport infrastructure needs long term
planning and solutions, supported by sound economic
analysis. But the practical reality is that policies will
change and sometimes short windows exist for making
real change. A concentrated focus on co-planning
between local and central government is needed to align
Population
Combined population:
priorities to
break theLower
deadlock,
for next
including
Kapiti
Wellington,
Hutt, maybe in time
Upper Hutt and Porirua
year’s budget.

400k

27k

At the same time ratepayers were asked about
options for funding the enhanced transport package.
On balance more ratepayers supported motorway tolls
over other options.
Government’s response was sceptical about both the
transport plans and funding options. Government has
Only
27000 work
forpart of
235000
paid that tolling existing
made itinclear
highways
is not
core government
employment is 10% of
itsNZ
policy
and
is holding its ground onagencies
targets before it will
total
labour
force
consider co-funding the city shaping CRL project.
Not to be deterred in the face of growth pressures the
Auckland Council has pushed ahead with a special rates
levy to ensure the long lead time projects, including CRL,
will be ready in time to meet growth.

430k

475k

Population including
Kapiti and the
Wairarapa

Demographic pressures on transport infrastructure

30k

2m
by

2030

Per year

+1m
30 years

One million more Aucklanders
roads next 30 years
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30,000 more people per year

Auckland’s population will
grow to 2 million around 2030

Christchurch
A tale of two rebuilds emerging?

Budget 2015 confirms the Government’s ongoing
commitment to the Canterbury Rebuild as one
of the four key pillars of its work programme
for this term. An additional $107.8 million in
operating funding takes the Government’s share
of the around $40b rebuild to $16.5b. This new
funding will fund land and building clearances and
cover the cost of developing and owning assets
purchased by the Crown.
That $16.5 billion can be broken down as follows:
• $7.9b for EQC and other SOE and Crown entities
• $2.2b in Crown assets
• $1.8b in local infrastructure
• $1.2b in the central city rebuild
• $1.1b in land zoning
• $2.3b in other expenditure
The state of the multiple streams of rebuild activity is
showing mixed progress.

Expected
return
onconstruction
property
On the residential side
(half of the
expected
work and around $20 billion), EQC repairs of the leastdamaged homes under the cap have continued and
the EQC has announced they are 98% complete. But
the most-damaged home repairs$33m
are proving the most
problematic with an increasing number being handed
over to insurers as being over cap.

announcement that the Convention Centre has been
pushed out to late 2018 and the Metro Sports Facility to
2020 has dampened confidence.
Constrained council finances, tight government budgets
and bureaucratic delays are conspiring to push out
project timeframes, which pushes up the ultimate cost
to the taxpayer in an environment of 5-6% annual
construction cost escalation. Concerns are increasing in
business and civic circles that projects may be trimmed
or even cancelled as a result, threatening the delivery
of the economic benefits and the overall city recovery
anticipated by the blueprint.

Steve Wakefield
Partner
swakefield@deloitte.co.nz
+64 (0) 3 363 3807

The Government needs to hold its nerve and continue
to deliver on the commitments made. Projects like the
Performing Arts Precinct, the Central Library, the Square
and the Innovation Precinct are key to putting life back
into the central city, and are necessary for developers
to justify inner city retail and residential property
tax
compliance and enforcement
investments.
If delivery falters, so too will private sector confidence,
putting their willingness to make investments and
commit to property leases at risk. This investment
is$258m
critical to achieving the recovery plan’s goal of
$7.80
increasing the inner city residential population from
under 5,000 to over 20,000 and to crystallising the
attraction of retailers back into the central city.

Private sector commercial property is the star of the
CBD rebuild at the moment, with many office buildings
Despite these concerns, so far the recovery has achieved
$33 million
property
resulting in $258
return of over
under way and several
recentlyfor
opened
to much fanfare.
world-class results in the
firstfor
four
years after our
tax compliance and
million of assessed
$7.80
every
While the crane count isenforcement
at a peak, concerns are starting
country’s largest ever natural
disaster. Certainly it has
tax revenue
$1 invested
to emerge regarding the increasing vacancy rates in
been tough and the impact on some individuals and
buildings due to the supply of office space getting ahead
communities has been extreme. But many lessons have
of the demand. However, this will soften rents and make
been learned.
it more affordable for businesses to return to the CBD.
The Prime Minister and Cabinet need to keep their focus
The biggest concern in Christchurch is the slipping time
and priority on the completion of the work programme
frames for the government and city council-run Anchor
for years 5 to 10, and not fold up tent and declare
projects in the central city blueprint. Some are well
victory until the job is completely done.
advanced such as the Justice and Emergency Services
That goal is not yet close to being achieved.
Precinct and the Bus Interchange, but the recent

98%

40bn

16.5bn

Crown share of the
$40b rebuild grows
to $16.5b
Christchurch infographic --

98% EQC repairs of homes
under cap complete

Private sector commercial
property rebuild star of the CBD

Crane count at a peak
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Wellington
Are we missing an opportunity with New Zealand’s
under-rated second city?

So if Wellington is not just a city filled with
Auckland is undoubtedly New Zealand’s biggest
staid bureaucrats, what is it and what is New
city with a population estimated at around 1.5
Zealand Inc. missing out on by side-lining it?
million and growing extremely fast – around
30,000 per annum. By most people’s measures
As it turns out, probably quite a lot. This is due to a
Auckland is not only a large city, but also New
number of factors but the three most startling are:
Zealand’s only truly global city – competing with
• Wellington’s basic infrastructure is mostly pretty good
the likes of Sydney and Hong Kong for global
so unlike Auckland and Christchurch it largely already
talent and inward investment. But these attributes
has the platform to sustain economic growth in place.
come
with
a
price.
Auckland’s
growth
is
putting
Public Sector 2 infographic -increasing pressure on its core infrastructure
• Wellington has a highly educated population providing
not
to mention
its social
infrastructure.
New
Zealand’s
growing
population is gettingthe
older,
more
urban,
andbemore
diverse…
intellectual
capital
that could
leveraged
to

Linda Meade
Partner
lmeade@deloitte.co.nz
+64 (0) 4 470 3788

significant economic gain for New Zealand as a whole.
At the
other end ofgrowth
the country Christchurch, Growth of cities
Population
Aging population
Multiculturalism
the largest city in the
South
Island
with
an
urban
• Wellington does not have a housing shortage and its
5.16m
population of around
375,000, is struggling to
social infrastructure generally is in a good position.
4.15m
provide its residents with the infrastructure they
40%
25%
While all of these might support an argument
need, but for entirely different reasons.
for central government to overlook Wellington in
Wellington
by comparison is infrequently The greatest population
favour
of Auckland The
and number
Christchurch,
weaged
would
Maori, Pacifica and Asian
growth
of people
Grow from 4.15 million in 2014
populations will grow at a faster
will occur in the cities:take
Auckland
years
willfailing
doubletobyrecognise
2035
to 5.16 million
in 2025
– an
mentioned.
In fact,
in this
year’s Budget you
the alternative65
view
that
rate making up a greater
will grow by 34% and will be 40%
and make up almost a quarter
increase of 15%
would be hard-pressed to find much of significance
Wellington’s
potential asofanour
engine
for national
proportion of New Zealanders,
of the population by
2033
population
especially
among children
that will make a difference to Wellington.
economic growth is a major missed opportunity.

… at the same time, New Zealanders are increasingly

What the rhetoric around Auckland and Christchurch
Co-investment by central government alongside the
digital, connected, and engaged on social issues.
overlooks is that the four cities that cluster around
councils in Wellington seems the right way to go.
Innovative
andcouncils
empowered
WellingtonDigital
actually make it New Zealand’s second Connected
The possibility of amalgamation
of the urban
largest urban area with a total population of close
in Wellington would, in our opinion, better place
to 400,000
430,000 if the Kapiti district is
4/5 – over+50%
95% the region to work more collaboratively with Central
included and around 475,000 spanning the entire
Government but is not a necessary pre-requisite.
Wellington region including the Wairarapa.
If Central
Government
could
work together
Social
enterprise
is growingwith
globally. Organisations in
About 95% of the Kiwi
internet
Over half of New Zealanders
New Zealand
like the
Akina Foundation and Jasmine
accesses social
media
now shop online,
andthis
fourregion
out 235,000 (10%audience
Furthermore,
within
of
local government,
potentially
through
mechanisms
Social Investments support social innovation and social
sites, including a strong presence
of five Kiwis have a connected
the total mobile
employed
labour force making it New
such as urban developmententrepreneurship
authorities, joined
upand overseas
in NZ
from older users
phone
Zealand’s second largest regional economy) are in paid
transport investment, or through other deals –
employment. Of this number, 27,000 work for core
which would effectively spread the burden of the
government agencies (around 11.5% of the workforce
population-driven infrastructure investment that is
compared against a national average of 5%), leaving
currently sitting on Auckland in particular – it would
be win-win for both Wellington and New Zealand.
over 200,000 across a range of other employers.
Wellington infographic --

Wellington not just bureaucrats

Core
government
agencies

10%

NZ labour
force

Wellington regional population

235k

235000 in paid
employment is 10% of
total NZ labour force

27k

Only 27000 work for
core government
agencies

400k

430k

475k

Combined population:
Wellington, Lower Hutt,
Upper Hutt and Porirua

Population
including Kapiti

Population including
Kapiti and the
Wairarapa
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Demographic pressures on transport infrastructure

Māori economy
Nga hua pai ake mā te Iwi Māori –
Creating better outcomes for Māori

Net govt debt
to GDP
NZ
2015

26.5%

2020

19.7%
The focus on achieving surplus and reducing debt
has meant that landscape change for Māori was
never going to be on the cards in Budget 2015.
While the Government’s fiscal prudence is
understandable given recent history and the still
somewhat shaky international macro-economic outlook,
a look beyond the numbers reveals missed opportunities
to maintain momentum in a number of key areas.
Treaty Claims
Since Budget 2014, there has been only modest progress
settling treaty claims with four agreements in principle,
three new deeds of settlement and five settlements worth
a total of $200 million passed into law. This represents a
considerable decrease from last year’s totals.

• $22.5m over six years for a new Afforestation Grant
Scheme (Budget 2015)
While the above initiatives are positive, Māori
landowners and iwi will need to compete with all
Aus
landowners to take advantage of the Afforestation
Mark
Lash (Ngāi Tahu)
2020
Grant Scheme if they want to increase the development
2015 22.4%
Partner
and returns from their forestry land.

15.6%

Funding for the Te Ture Whenua Māori Network is a
welcomed initiative to assist Māori land owners in lifting
the financial returns from their land.
Despite the inaugural funding round allocated earlier
this month being oversubscribed, there is no room
in Budget 2015 for additional funding for the Māori
Innovation Fund.

But what is of real concern is that we are aware that the
Government is looking to slow down the progress of a
GDP
number of settlements simply due to their inability to
progress at the same rate as iwi.

marklash@deloitte.co.nz
+64 (0) 4 470 3574

Canada
2015

38.3%

2020

24.3%

We highlighted last year that to lift the financial returns
from the Māori asset base, worth approximately
growth
forecast
(2015)
$40b, more
is required
to encourage creativity and
innovation in the Māori economy, and to support the
3.50% commercialisation
3.07% 2.75%
of those2.68%
ideas, to lift2.55%
financial returns
UK
The real economic benefits for Māori (and the wider
from existing assets.
2015
economy) will only come once this process is complete
80.4% 2020
and Māori refocus their attention to iwi development.
In our view spending on research and development
71.6%
(R&D), like the Budget 2015 announcement of an extra
The absence of any funding increase in Budget 2015
$80 million for Callaghan Innovation R&D growth grants
to progress treaty claims, when clearly the Government
and the recent Māori science and innovation increase,
appears to be struggling to maintain momentum,
needs to be balanced with additional funding though
will result in a delay to the settlement process and an
the Māori Innovation Fund.
economic cost for Māori and the wider economy.
USA
A vibrant Māori economy is necessary to provide Māori
2020
Māori Economy
with the resources and capability to create better
2015 82.1%
There has been some recent additional funding
outcomes for Māori and Aotearoa. This will only occur 80.4%
announced – both pre-budget and as part of Budget
when the treaty process is complete, and increasing the
2015 to support the growth of the Māori economy.
investment in Māori innovation and commercialisation
Announcements of relatively modest and highly targeted
will help lift the financial returns from the substantial
economic initiatives that will benefit Māori include: NZ
and USA
growing Māori
asset base.
Australia
UK
Canada
• $1.9m to grow Māori science and innovation over the
next two years (pre-budget)
• $12.8m for a new Te Ture Whenua Māori Network to
help Māori land owners improve the productivity of
land (Budget 2015)

Unfortunately, the Government’s fiscal position put paid
to any significant initiatives for Māori as part of Budget
2015 and the modest incremental changes announced
are unlikely to create any material new visible outcomes
for Māori.

Treaty settlements completed

2010-2011

1

2011-2012

5

2012-2013

2013-2014

2014-2015

settled

settled

settled

6

15

settled

settled

5

$16m

$130m

$70m

$300m

$200m

Data obtained from Office of Treaty Settlements
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Health

Expected return on property tax compliance and enforcement

Greater innovation
and targeting$258m
will aid our healthcare challenges
$33m
$7.80

$33 million for property
tax compliance and
enforcement

resulting in $258
million of assessed
tax revenue

Previous budgets have seen a series of highly
targeted funding announcements for health
initiatives and Budget 2015 continues this
trend. While these are welcome and necessary
measures, the scale of the challenges our public
health system faces given future demographic
trends requires ongoing focus.
Budget 2015 allocates $98 million for more elective
surgery – general and orthopaedic, $76.1 million to
help
hospices expand their palliative care services and
40bn
support 60 nurse specialists and $12.4 million to extend
the bowel screening pilot to December 2017. While
this targeted funding is welcome by the sector, the
demand resulting from our aging population, a rise
in chronic diseases and increases in medical costs of
goods and wages will continue to challenge DHBs.

return of over
$7.80 for every
$1 invested

Still in their early stages, the Tamaki Redevelopment
Company Regeneration Programme and the Porirua
trial are two examples of these types of innovative
approaches to tackle healthcare issues in the
community. These social sector trials are a testing
ground for ideas to improve social, health and
educational outcomes for communities around New
Zealand and are showing promising results. These
examples are heartening and a greater concentration
of effort will produce much greater results.

Wendy Lai
Partner
wlai@deloitte.co.nz

98%The additional allocations to healthcare from

+64 (0) 9 303 0792

Budget 2015 are focused on sensible priority
areas given government’s fiscal constraints.
Increased funding for these and other measures
as part of the total $15 + billion (and growing)
we spend on public health each year will better
Crown share of the
98% EQC repairs of
homesthe system to
Private
sector
position
be even
morecommercial
effective.
These challenges
will require
us to be more under cap complete
$40b rebuild
grows
property rebuild star of the CBD
transformation-minded
in our approach to finding
to $16.5b
solutions, including encouraging greater collaboration
Wendy Lai is an appointed board member and
between
community,
Christchurch
infographic --primary care and hospital based
deputy chair of Counties Manukau Health.
healthcare providers as well as between healthcare
and other government agencies, local government,
private providers and the voluntary sector.

16.5bn

In healthcare, like in the public sector, we will need
to include more innovative models for action in the
mix when responding to the challenges and further
government focus in this area will be welcome.
Government is looking to support social innovation and
to fund this through an investment approach employing
actuarial methods. This approach seeks to understand
the drivers of the longer term costs of health and social
issues and then fund innovative early interventions
to materially reduce them. Social bonds are a specific
investment vehicle that can be used for this work and
are being piloted in New Zealand’s health system.
Government is increasingly also looking at diversity
and segmentation in healthcare initiatives. These
include initiatives targeting inequities in healthcare
for Māori and Pacific Peoples as well as the
sub-standard healthcare outcomes experienced
at the community level in some areas.

Crane count at a peak

$76.1m

$98m

to help hospices
expand their
palliative care

for more
elective surgery

UPDATED

$12.4m

$98m
$76.1m
$12.4m

to extend the
bowel screening pilot
to December 2017
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Snippets
What else was in this year's Budget?
We summarise below what else was in the Budget that
may be of interest to business.

Regional Research Institutes

$25 million to establish Regional Research
Institutes for scientific research

ACC levy cuts

Around $500 million over two years
of ACC levy cuts spread across the motor vehicle,
work and earners accounts
Higher education

$113 million for New Zealand's
higher education system

Research and development

$80 million over four years for Callaghan
Innovation R&D growth grants aimed at
improving private sector R&D

Employment law enforcement

$32 million over four years to increase
the number of Labour Inspectors and strengthen
education and information services to help
manage and address breaches of employment law
Border services

$58 million to manage increased demand
for border services
Ultra fast broadband

$210 million for the extension of ultra
fast broadband
Resource management and water

$37 million to support councils implement
resource management and water reforms

BUDGET 7.0

Other
Budget
Announcements
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