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Budgetary Governance in Practice: New Zealand 

Economic context 

Economic growth in New Zealand should increase from 2.8% in the June quarter 2018 to 

a peak of 3.6% in the December 2019 quarter, as private consumption growth remains solid, 

increased government spending bolsters the economy, and both residential and business 

investment pick up. Growth is expected to slow to 2.5% by June 2022 as net migration 

inflows ease, and interest rates rise. Inflation is projected to remain relatively subdued at 

1.4% in 2019. 

Fiscal policy plans  

The government’s Budget Responsibility Rules form the basis of its fiscal strategy. They 

are to deliver a sustainable operating surplus across an economic cycle, reduce the level of 

net core Crown debt to 20 per cent of GDP within five years of taking office in 2017, 

prioritise investments to address the long-term financial and sustainability challenges 

facing New Zealand, take a prudent approach to ensure expenditure is phased, controlled 

and directed to maximise its benefits to maintain expenditure to within the recent historical 

range of spending to GDP, and ensure a progressive taxation system that is fair, balanced 

and promotes the long-term sustainability and productivity of the economy. Gross debt is 

forecast to be 25.2% of GDP in 2021/22. Net core Crown debt (excluding NZS Fund and 

advances) is forecast to decline from 21.7% in 2016/17 to 19.1% in 2021/22. 

 
  

A: Fiscal Balance and Public Debt B: Fiscal Policy Plans

C: Public Investment

Source : OECD National Accounts Statistics (database).

Note : The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Note : The graph is referring to Fiscal Policy Plans that are 

implemented and/or officially announced as of November 2017 

and as indicated by the country. Actual results in graph A may 

differ as the Fiscal Policy Plans are prepared by the country 

beforehand and as the Debt and Balance Plan reported by the 

country are based on the country’s own definition. 

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Source: 2018 OECD Fiscal Plans and Budgeting Framework 

Survey.

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.
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Developments in budgetary governance   

The Treasury is working to implement a Wellbeing Budget in 2019 that will broaden the 

Budget's focus beyond economic and fiscal policy by using the Treasury's Living Standards 

Framework to inform the Government's investment priorities and funding decisions. The 

Government is intending tp measure and report against a broader set of indicators to show 

a more rounded measure of success, as a country and as a Government. This will be 

supported by Budget processes that facilitate evidence-based decisions and deliver the 

Government's objectives in a cost-effective way.   

New Zealand has for 25 years used the full suite of accrual accounting measures in its 

forecasts and budgetary decision-making. 

In 2014, the New Zealand public sector moved from accounting standards based on IFRS 

to accounting standards based on IPSAS. Both forecast financial statements reported in the 

budget, and audited consolidated financial statements comply with these standards.   

 

  

 
26 The Finance Bill which deals with tax policy is enacted by end-December. 

Central Budget Authority 

The Treasury is the Central Budget Authority, covering 
both economic and financial policy functions. In preparing 
and communicating budget proposals the Treasury 
co-ordinates closely with Cabinet Ministers who have 
ultimate responsibility for determining overall budget 
parameters and ceilings for line ministries. 

 

Weblink: www.treasury.govt.nz/ 

 

Legal Framework 

The Public Finance Act 1989 provides the legal 
framework for the financial management system of the 
Government. The Act was substantially amended in 2004 
and 2013. The budget process is detailed further in 
Treasury Instructions.  Parliament’s authority and role in 
relation to the budget is set out in the Constitution Act, 
and in parliamentary standing orders that have the force 
of law.   

 

 

Budget coverage 

New Zealand is a unitary state, and the national budget is comprehensive 
in coverage. Financial disclosure rules do not permit any off-budget 
expenditures.   

 

 

Budget cycle 

Pre-budget fiscal policy statement December 

Budget circular  December 

Negotiations with line ministries February 

Executive budget proposal May 

Parliamentary vote on budget August26 

 Start of financial year   1 July. 

In-year budget execution reports monthly 

Parliamentary vote on budget May 

Mid-year implementation report December 

 End of financial year   30 June. 

Year-end financial statement October 

Audited financial report  October 

Parliamentary accounting October 

 

http://www.treasury.govt.nz/
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New Zealand’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy objectives Government is legally required to set out, in a public document, its medium term fiscal objectives. 
These include goals in respect of debt, operating balance, expenditure to GDP ratio, Tax to GDP 
ratio and government net worth.  

2a. Strategic alignment  The budget is closely linked to the policy programme of the governing coalition. Budget 
inititiatives are assessed against the government policy priorities.  

2b. MTEF  Four-year MTEF, ceiling sets at ministry/agency level, adjusted on an annual rolling basis. The 
MTEF is fully integrated into the budget process and presented to the parliament as part of the 
budget package. 

3. Capital and infrastructure  New capital expenditure is included in the budget spread over four fiscal years. Line agency 
budget proposals  integrate both operating and capital components.  

Capital initiatives are evaluated competitively to determine which projects and initiatives 
should be included in the Budget package. 

4. Transparency and accessibility New Zealand is a leader in the area of budget transparency and provides extensive budget 
information to citizens and the parliament. All major budget reports are publicly available in a 
downloadable format and the government publishes a citizens’ guide to the budget.  

5a. Parliamentary engagement Parliamentary scrutiny of the Budget is undertaken through a clear, structured engagement on both 
the ex-ante expecations and the ex-post results  is overseen by the Finance and Expenditure 
Committee of the House of Representatives.  

Parliament has very limited power to amend executive budget proposals. 

New Zealand does not have an independent fiscal institution. 

5b. Inclusive public / civic debate New Zealand does not have processes for direct public participation in the budget process.  

6. Budget accounting and financial 
reporting 

Budget is prepared on both cash and accrual bases; appropriation is accrual based; budget 
is comprehensive in coverage; forecasts and accounts are prepared on a whole of 
government accounting basis.  

7. Budget execution Budget execution is controlled through a single treasury account that is used for all receipts and 
expenditures.  

A separate imprest supply law is used to authorise spending in advance of parliamentary approval 
of the annual budget and to authorise new or reallocated spending in advance of the supplementary 
budget. 

8a. Performance budgeting Direct performance budgeting information is disclosed, making explicit links between 
budget allocations and the achievement of outputs or performance goals. Annual 
performance reporting includes reporting on progress towards achievement of strategic 
objectives and performance targets.  

8b. Evaluation and VFM Line ministries take the lead on ex ante and ex post, ex post evaluation. Performance audits are 
carried out by the SAI. A Performance Improvement Framework and an Investor Credit Rating 
process are used to assess line ministries. Spending reviews regular but ad hoc with past reviews 
driven by Ministerial focus on deficit reduction and efficiency improvement. 

9. Fiscal risk and long-term 
sustainability 

The Treasury must produce long term fiscal projections over a 40-year period at least each four 
years. As part of the annual budget process, the government publishes a fiscal strategy that sets 
out its short term intentions and long term (10 year) objectives. Each economic and fiscal update 
provides information on risks to the outlook, alternative scenarios, fiscal sensitivities and specific 
fiscal risk information.  

10. Quality assurance and audit There is no independent fiscal institution.  

The Auditor-General, a constitutionally independent SAI, audits all public entities either directly or 
using private sector audit firms. Audits cover both financial and performance statements. Reports 
also address cross-agency performance and outcomes, rather than just focusing on individual 
public entities. 

Note: Rows in bold represent notable international practice. 

  




