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The dirty trick at the core of all Budgets

et ig mistake.

Flip to the back of the Budget
Economicand Fiscal Updateand
youll find asmall section on the

‘may show temporai
prevous Budgets comingoff, reducmg

Under the old pre-Public Finance Act
system, the Budget was for a single year, and

“core Crown expense tabl
T

pending
on publicservices outto 2030. Look closer

making regular changes to personnel costs

appearalittle odd.
annual health

Other

spendlngm 2030 will be $100 million more
thanitis now, anincrease 0f0.2% — well
below the rate of inflation. Education

upwards. ;.\nnua]lylo :u:commudale the
inflation expected th:
Tnthe early 1990s, ¥ changed infavour

to.

$700m, and spending on lawand orderis
roughly flat — abig cutininflation-adjusted

Fmance Act, which wasbuiltaround three
words thatare somewhat feared i in the public
servlce “fixed

terms.
i

ing, implyingno aseline
extrafunding toincrease services for our fundmg the money used topay. forsmn‘ 1T,
nota it, doesnot move

centto (umpenadle for the effects of
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The: Lru'.h however, is these particular
figuresare sort of rubbish.

They don’t say what you think they say.
They certainly don’t give you any ideahow
‘much the Governmentwill spend on most
(notall) services in any year bar the coming
one.

Atalmost every Budget, some bright
sparkwill skim the spending tables and
claim the Government has grand plans to
slowlystrangle the state. In 2024, abunch of
frontbench Labour MPs even made this
error, thinking that year’s Budget showed

rent,
year to year. That means despite the fact we
can expect a fairamount of inflation every
year, government departments have n
automatic right for Teas
byasmuchasa cent tocompensate.

Ifthose departments want to pay their
staffmore, then they have to find themoney
by cutting something else, or by asking the
Finance Minister for anincrease to their
baselines.

Over time, this developed into the fiscal
provisions framework, which was
Treasury’sway of anticipating spending that
hadn’t happened yet. This is something likea
pool of money ministers could useto

spendingover the course of the Parliament.
Of course, that’sliterally what the table does
show (if you don’tread theliteral fine print
below).

‘The problem st showed the same thing
under Labour's Budgetstoo. All Budgets
looklike this.

ifthey
wished.

‘This system evolved during the Michael
Cullen years into the “allowances” system
we have today. The Government sets.
itselfan “allowance” of new money
itwillspend in the next four
Budgets. A Governmentisfree to

Thereason: little quirk, assmallas
whlchhaslnppedupsu manyacrossthe. it wishes, knowingbig
years, goes bac] everything the
Tegarding thei tothe

1980sand 1990s.
In the 1990s, Governments began
publishing Budgetsaccording o the

i ‘our credi
smaIl ones may test the will of

Al ormostyal (thereare

principles of th
Under these pri ome lines of

always workarounds) “new”
pending needs to

spending could be forecast into the future

come from this pot of money.

What do you think?
Email letters@nzherald.
co.nz beenlifted toabout 1% of

Underthe coalition,
however, these cuts have

GDPin the last two Budgets
and about 0.3% this year.
‘This meant that despite

— By —

this toamuch greater degree.

Its $1.1billion expansion of KiwiSaver,
$356m paid parental leave expansion,
$372.6mstudentloan reliefand $12m
subsidised loans for ﬁm hume buyersall
pull the same fundi

‘The problem fora]l oft]ns is the looming
cost-pressure requirements of health.

Health gets battered notjustby inflation,
butby the cost of our ageing population,

hich i

standstill. Treasury thinks maintaining
currentservice quality in health will require
spending to grow from about 7.1% of GDP
today up to 10% of GDP by 2065 — an increase
ofabout $13.5bin today’s dollars.

For the past three years, Labour and
National have been sheltered by the
accidentally bipartisan decisionn 2023 to
accept Treasury’s cost pressureincrease
recommendation of about $1.37ba year for
the next three years.

‘The last of those three years will end next
June. The next finance and health ministers
will decide, for the first time in three years,
what health’s cost pressure adjustment will
be.

‘The pressure on the system is enormous.

Health New Zealand’s annualreportsaid
its personnel costs were about $11.9bin the
2024/25 year ($12.3b if you included
outsourced work).

Increasing these costs by 3% (belowthe.
currentrate of inflation) would costabout
$357.8m over a single year.

Ifyouwere toinclude all of these and
increase Health NZ's total Crown fundin

($24.2b) by 3%, it would set you back $728m..
That figure doesn’t include funding for the
ageing population, Pharmac, or incentives to
stop slaffl:mssmglhe ditch.

ateducation, Budget estimates put
aside! ss 13b for teacher salaries (a slightly
dlffelem figure that does notinclude other

thatifyou're one of the many
people telling pollsters you're concerned
about the state of public services, then that

Thisis true even of Labour, whlch is
campmgmngon apledge to create quality

ecauseitis
what decides whether departments get the
money they need to keep the proverbial

hi the next Parliament.

more than 1% of GDP, the net

Whichis whyit’sgood tosee political
arties acti ibly to protectit.

Inreality, the party
racked up closetoabillion do]lars ofclalms
against increasing fundmg for government

people)in 2025/26
Ineressing hise by the same 3% would cost
$I84m.

Allof these cost pressures must be funded
from a tiny pot of money worth $2.4b a year,
whichis currently being raidedby every

their jol
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Labour’s $525m ]lcos(s four years)

nIng:
They should innovate, Some oftoday's
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lines were, barring major reform, outside ~ tradingoff. GDP. Itsani reflectingthe  Justkidding. nurses, its $226m
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roughly, how muche’ l[spendnn elseto payforit. by i “new” things, notjust keepin nprove Maori $64m

2030 th ‘This ofallthe new stuffin afloat. for free cervical screening, $12m for trainee
numberufe]lglblepenpleandlhenusmg aBudget witha ichbri ktothatchartat the This i to force mini i

much backof the Budget. The thy d ini

h
they're entitled to. Dmo benchitsand things
suchas Working for Families.

“new” money, which comes through the
allowance, plusany money the Finance
Minister can free up elsewhere.

funding forecasts don’t show i

money hasn'tbeen giventothose

Inpractice, especially in an election year,

or ever hough,
essentially zero. The figures you getin
Budget documems fluctuate from year to
year, pendingin

has turned thi

T
intoabitofanartform. Thisweek,

line (forecast ing, for

Treasury’s release of Budget

the current Budget that may only take effect
intwoor three years. Likewise, the figures

in every Budgetsince 2013,
about 0.1-0.2% of GDP was cut from
spendingtoberedeployed elsewhere.

home) waiting for

those departments to make the case to the

Beehive that it should be given to them.
Allof this is a roundabout way of saying
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from future claims for publicservices.
When parties claim their policies are

“fully funded” this s often what they mean —

apolicy fundedby turningablind eye tothe

areall set to be paid for out of the future

~findingnew
withlless.
Butiesapityourpaliicaland public

e or departmental
baselines.
hat’s money Labour has decided not to
spend on funnellinginto the increased cost

way
ofg'rapplmgMlhlhequleldlgmly of

stan : knowing you have an ED full of
decently paid staffanda school with small

of delivering licservices we.
have - areal-terms cut.
Ifyou think that’s bad, National is doing

https://www.pressreader.com/new-zealand/weekend-herald/20260912/page/15?popupArticleld=281741276309000

Ifwe’re going to Fix the Basics, we'd
Better Start Now.
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