
OCTOBER 2020

LABOUR’S 
FISCAL 
STRATEGY

Authorised by Timothy Grigg, 160 Willis Street, Wellington

Let’s keep moving



2

Labour in Government has proved itself to be a responsible manager of the Government’s books. It has also 
demonstrated during the COVID-19 health crisis the decisive, calm decision-making and careful investment 
required to support New Zealanders through challenging and uncertain times. 

Labour is the only party with a realistic plan to help the economy recover.

This Fiscal Strategy shows New Zealanders how Labour proposes to pay for its balanced plan to carefully 
manage the country’s finances, respond to COVID-19, maintain core public services, and deliver a stronger 
and more sustainable economy. 

As a response to the global COVID-19 pandemic we established the COVID-19 Response and Recovery 
Fund.  From this we have paid for programmes like the Wage Subsidy Scheme that threw a lifeline to 
businesses and kept 1.7 million New Zealanders in work.  We were in a strong position to provide this support 
because we carefully managed the Government’s finances over the last three years. We reduced debt to 
below 20 percent of GDP to give us the room to borrow in the event of a “rainy day”. That day arrived, and we 
are using this money to protect lives and livelihoods.  Even after the borrowing we have to do, New Zealand 
will still have one of the lowest levels of debt in the developed world.

Labour will take a balanced approach to control and reduce debt while ensuring all New Zealanders have 
the health, education, and other essential services that they rely on. There is no costless decision here, and 
we are not prepared to return to the approach that the previous National Government took which saw our 
hospitals and schools run down. 

Our immediate priorities are protecting New Zealanders from COVID-19, and rebuilding from its economic 
impact. This Fiscal Strategy holds in reserve $12.1bn of the COVID-19 Response and Recovery Fund should 
another outbreak of the virus occur. This prudent approach would allow a future Labour Government to 
manage any challenges that may arise. We commit to not spending this contingency unless we absolutely 
need to support a response to COVID-19. 

We are also committed to building a stronger, fairer economy through our investments in productivity, 
sustainability and people. This Fiscal Strategy provides the resources needed by the next Labour 
Government to deliver on that goal. By lifting our operating allowances we can balance the need for care in 
our spending, with our aspirations for tackling the long-term problems facing New Zealand. 

Let’s keep moving.

LABOUR’S FISCAL STRATEGY

Jacinda Ardern
Labour Leader

Grant Robertson
Finance Spokesperson
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There wasn’t a playbook for COVID-19, but Labour delivered 
a strong health and economic response that saved lives 
and livelihoods and has set us up for recovery. Now we’re 
in a better position to bounce back faster than most 
other countries.

As we rebuild, we need to focus on the areas that will 
make the biggest differences to the economy, and 
people’s lives. Building on the work we’ve already done, 
our five point plan sets out how we will invest in our 
people, create jobs, prepare for the future, support our 
small businesses, and position New Zealand globally.  

OUR FIVE POINT PLAN

OUR FISCAL PRINCIPLES 

Achieving our five point plan will require a careful focus 
on our fiscal management. To guide this approach, 
this Fiscal Strategy sets out our principles for fiscal 
management and debt reduction. These principles 
are the basis on which Labour will make spending and 
investment decisions over the next term of government.

Invest in our people - Our plan puts people 
first. We went hard and early to keep New 
Zealanders safe, and now we’re investing in 
our communities to protect jobs, support our 
people, and rebuild together.

Create Jobs - Our recovery and rebuild will 
create jobs, get New Zealanders back to work, 
and ensure people who find themselves out of 
work, or are entering the labour market for the 
first time, can get the skills and knowledge they 
need.

 Prepare for the future - We have the 
opportunity to emerge stronger by investing in 
the long-term challenges in front of us. Our plan 
will create much-needed jobs and economic 
stimulus now, while also helping ensure New 
Zealand is an even better place for our children 
and grandchildren.

 Support our small businesses - Small 
businesses are at the heart of New Zealand’s 
economy. We’re backing our businesses with 
practical support to get through COVID-19, and 
to continue to innovate and grow.

 Position New Zealand globally - We’re 
continuing to position New Zealand globally as 
a place to trade with and invest in, so we can 
take full advantage of our economic head start.

Careful management of government 
finances - We will continue to carefully manage 
the Government’s finances and keep debt 
under control including through on-going 
baseline reviews, rigorous Budget analysis, 
meticulous value-for-money processes, and 
a strong delivery focus. We will only spend the 
remaining COVID Response and Recovery 
Fund (CRRF) Contingency if we absolutely need 
to. 

Investment in Critical Public Services - 
We will prioritise investment in critical public 
services, such as health and education, to 
support New Zealanders through the COVID-19 
response, recovery and rebuild phases. The 
lesson of previous recessions is that failing 
to invest slows our recovery, increases the 
impact, and has a scarring effect on our most 
vulnerable communities. 

Investment in Sustainable Economic Growth - 
We will grow the economy sustainably by making 
the long-term investments necessary to secure 
New Zealand’s economic future.

Stable Revenue Policy - We will maintain 
stability in the tax system. We will lift the rate of 
tax for income earned over $180,000 to 39c in 
the dollar to contribute to COVID-19 response 
and recovery and keep debt under control. 
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In keeping with the practice of previous governments, this Fiscal Strategy takes as its base the forecasts generated 
through Pre-Election Economic and Fiscal Update (PREFU). The Treasury produces economic forecasts that are 
independent of government and should be used by all political parties as the basis for their fiscal strategies. The 
variations from PREFU are outlined below.

BASIS FOR CALCULATIONS

PREFU sets out the operating allowances (right) across 
the forecast period. 

In addition to what is in PREFU we have further revenue 
available to meet the costs of our plan as a result of the 
changes we are making to the tax system. 

Over the four year forecast period the changes we 
are making to the tax system are forecast to raise in 
excess of $2.6bn to help keep debt under control while 
investing in essential public services. Over the longer 
term, this funding could be used to help reduce net 
core Crown debt more quickly depending on economic 
circumstances.

This additional revenue allows the operating allowances 
to be increased across the forecast period compared 
with PREFU while closely mirroring the current net core 
Crown debt track, as set out in PREFU. This provides for 
the following allowances in the forecast years.

At the end of the forecast period above, net core 
Crown debt is forecast to be $500m lower than it is 
currently projected to be under PREFU. At the end of the 
projection period debt is at the same point as in PREFU.

Budget ($bn) 2021 2022 2023 2024

PREFU 2.4 2.4 2.6 2.1

Budget ($m) 2021 2022 2023 2024
Forecast 

Period 

PAYE Changes 550 573 609 645 2,377

Digital Taxation - 80 84 90 254

Operating 
Allowance 
($bn)

2021 2022 2023 2024
Forecast 

Period

Budget 2021 2.625 2.625 2.625 2.625 10.500

Budget 2022 - 2.625 2.625 2.625 7.875

Budget 2023 - - 2.625 2.625 5.250

Budget 2024 - - - 2.625 2.625

TOTAL 2.625 5.250 7.875 10.500 26.250

OPERATING ALLOWANCES
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Policy
Operational Expenditure ($m)

Forecast Period
2021/22 2022/23 2023/24 2024/25 

Flexi-Wage 155.5 155.5 - - 311

Matariki 10 10 10 10 40

Business Connect 10 - - - 10

EECA Business Support Programmes 3.4 3.4 3.4 3.4 13.6

Low Emissions Vehicle Contestable Fund Expansion 12.5 12.5 12.5 12.5 50

Clean Car Standard 3.9 3.9 3.9 3.9 15.6

Hydrogen Roadmap 10  -  -  - 10

Investor Attraction Policy 12 12 12 12 48

Abatement Changes 90 80 75 75  320

Living Wage Changes 18 18 18 18 72

Education Policy (New Initiatives) 211 447 516 546 1720

Regional Economic Policy 100 100 - - 200

Integrated Farm Plans 12.5 12.5 12.5 12.5 50

Just Transition Unit Expansion 5 5 5 5 20

Māori Boarding Schools 5 5 5 5 20

Health Policy (New Initiatives) 214.6 239.1 263.6 288.1 1005.4

TOTAL 873.4 1103.9 936.9 991.4 3905.6

Unannounced Policy, Minor Commitments, and 
Contingencies

- - - - 480

GRAND TOTAL 4385.6

Since the start of the campaign Labour has committed to a number of new investments. 
The value of these is set out below:

LABOUR’S NEW INVESTMENTS

Taking this spending into account, this leaves more 
than $21bn for new spending commitments or cost 
pressure items across the four years. This will include 
our spending on ensuring that cost pressures are met 
for health and education and other areas of government 
expenditure. 
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CAPITAL 

In government, Labour has increased capital investment 
to historic levels. These investments are crucial to the 
strength and resilience of our essential public services. 
We have: 

•  Set out $42bn over the next 4 years of new 
infrastructure investment  

•  The $8bn New Zealand Upgrade Programme has 
funded infrastructure projects around the country, 
from schools, hospitals, and clean energy projects to 
transport   

•  Funded $3bn of shovel-ready infrastructure projects to 
create and maintain jobs as we respond to COVID-19

•  Delivered new projects around the regions of New 
Zealand through the Provincial Growth Fund

•  Provided $750m for a the three waters programme 
that will  improve water supply quality, supply and 
management  around the country

•  Invested $2.1bn into new schools and classrooms, which 
includes building new schools in high growth areas

•  Made $2.7bn of new investment available for hospitals 
and health facilities around the country

At PREFU, there was $4.8bn of funding remaining in 
the multi-year capital allowance. A further $3bn of new 
capital investment is set aside for the 2024/25 financial 
year within PREFU.  Labour will ensure that this $7.8bn  of 
new capital investment in the next term is spent wisely 
on projects that tackle our long-term challenges. We will 
also make sure that the investments that we have made 
to date are delivered.

Labour in Government has ensured that we have enough 
funding set aside to support our economic recovery and 
in case New Zealand has another wave of COVID-19.  
Without a sufficient financial buffer, our ability to manage 
the negative effects of the pandemic would very quickly 
become much more difficult. It is a sign of a responsible 
government that it does not spend its reserves on things 
that will have only a short-term impact. 

To date Labour’s announced policies have allocated 
approximately $2bn of the $14.1bn remaining in the CRRF 
Contingency. $1.5bn of this is to continue our support for 
small businesses through the Small Business Cashflow 
Fund which is currently funded from the CRRF. 

COVID-19 RESPONSE AND RECOVERY 
FUND CONTINGENCY

Policy Contingency Spending

CRRF Contingency $14.1bn

Small Business Cashflow 
Scheme Extension

- $1.5bn

Training Incentive Allowance - $431m

Small Business  
Voucher Scheme

- $75m

Remaining $12.1bn
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Should the remainder of the COVID-19 contingency not be required net core Crown debt will remain lower across the 
projection period. The chart below sets out a scenario where net Core Crown debt is $12.1bn lower from not spending 
the full contingency. Currently the PREFU assumes that the total fund is spent by 2024.

The Treasury forecasts beyond 2025 are built upon a series of straight-line assumptions (e.g. labour productivity 
growth is constantly 1.2%). This results in average GDP growth of 2.4%. Any growth that is larger than that set out in 
the forecasts would also help to reduce debt from the levels set out in the PREFU. Labour expects that the economic 
impact of our sustainable economic plan will reduce debt faster, and see the operating balance return to surplus more 
quickly.
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Figure: Net Core Crown Debt as % of GDP  – PREFU and changed track if remaining CRRF not spent
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INDEPENDENT APPRAISAL
Infometrics has been contracted by the Labour Party to examine the high-level assumptions underpinning the policy 
costings and to confirm that the value of the fiscal programme is as set out in this Fiscal Strategy. Infometrics concurs 
with the numbers presented within this strategy.


