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Budget Overview 

 

The 2015-16 NSW Budget was handed down on Tuesday 23 June 2015. The Budget delivers a surplus 

of $2,058 million in 2014-15, an improvement of around $1.8 billion on the surplus forecast in the Half-

Yearly Review for 2014-15. In 2015-16, a stronger surplus of $2,520 million is forecast with budget 

surpluses projected to continue from 2016-17 to 2018-19. Measures to restrain expenditure growth; 

maintain debt at sustainable levels and; deliver solid investment in productive infrastructure were key 

features of the budget. The Government also confirmed its fiscal strategy as focusing on supporting the 

maintenance of the State’s triple-A credit rating consistent with the principles of sound financial 

management. The NSW economy is expected to grow strongly over the next two years at a rate above 

long-term trend. Growth in Gross State Product (GSP) of around 3% p.a. is forecast for both 2015-16 

and 2016-17. 

2015-16 Budget Result and Fiscal Outlook 

 

The NSW Budget result for 2014-15 is a forecast surplus of $2,058 million as compared with a surplus of 
$1,247 million in 2013-14. The 2014-15 surplus represents an increase of approximately $1.8 billion from 
the estimate for 2014-15 in the Half-Yearly review of December 2014 (see chart 1). This improvement in 
the budget result reflects stronger than expected state revenues (including higher transfer duty on 
property transactions and higher distributions from Government businesses and an increase in GST 
payments).  

 

Chart 1:Budget Result Since 2014-15 Half-yearly Review 

 
         Source: NSW Budget Statement, Budget Paper No. 2, 2015-16 



 

 

The NSW budget position for 2015-16 is a forecast surplus of $2,520 million. This strong result is largely 
due to rail capital grants no longer being paid out of the operating budget from July 1, 2015. As part of 
this change in funding arrangements, a dedicated rail asset manager – the Transport Asset Holding 
Entity (TAHE) - will be established to streamline the delivery of public transport asset management. 
Under the TAHE, capital grants for rail infrastructure will no longer be paid by way of recurrent grants 
from the operating budget, resulting in increased revenue in the General Government Sector (GGS) and 
a reduction in GGS capital expenditure. This will bring NSW into line with Queensland and Victoria 
 
Before the TAHE impact, the 2015-16 surplus is estimated at $712.6 million with rising surpluses over 
the forward estimates. 
 
As shown in table 1, the NSW Budget is expected to remain in surplus over the three years to 2018-19 
peaking in 2016-17 (on a post- TAHE basis) and 2017-18 (on a pre-TAHE basis). 
 

Table 1: NSW Fiscal Outlook, 2015-16 to-2018-19 

 2015-16 
Budget 

$m 

2016-17 2017-18 2018-19 

Forward Estimates 

        $m                       $m                    $m 

Budget Result (Post-TAHE) 2,520 3,194 2,520 2,257 

Budget Result (Pre-TAHE) 713 756 811 895 

 
  Source: NSW Budget Statement, Budget Paper No. 1, 2015-16 

 

The solid fiscal outlook results have been driven by a continuation of tightly managed expenses with 
expense growth averaging an estimated 3.2% p.a. in the nine years to 2018-19 from 3.5% p.a. in the five 
years to 2014-15. This reflects restraint in public sector wages growth, efficiency and savings measures 
as well as policies to eliminate duplication in government operations and reduce procurement costs. 
 
While the Government’s budget strategy is directed towards achieving sustained budget surpluses and 
keeping net debt at manageable levels, it has provided for increases in State-funded infrastructure with 
support from its asset recycling strategy of recent years. 
 
Infrastructure funding will be further boosted in the future by the $20 billion Rebuilding NSW package, 
made possible through the partial lease of the State’s electricity network. Although the Rebuilding NSW 
capital program is not included in the 2015-16 budget, funding is provided for the acceleration of a 
number of key Rebuilding NSW initiatives so that work can be progressed as soon as possible. The 
2015-16 Budget allocates $590.6 million to accelerate the planning and commencement of certain 
projects. 

 

Budget Analysis 
 
Revenue is forecast to grow by 4.3% p.a. in 2015-16 to an estimated $72.1 billion and expand by an 
average of 2.8% p.a. over the four years to 2018-19. The softer revenue growth in prospect reflects lower 
growth projections in GST and falling dividend payments from the electricity networks from 2015-16. 
 
Taxation revenue is forecast to be $27.9 billion in 2015-16, 6.9% higher than in 2014-15. It is estimated 
that taxation revenue will grow by an average of by 4.7% p.a. over the four years to 2018-19.  
 
Expenditure in 2015-16 is projected to be $69.6 billion, an increase of 3.8% from 2014-15. The four year 
average growth rate across the budget and forward estimates is 2.8% reflecting the on-going impact of 



 

 

savings measures. This includes efficiency gains in various government agencies and the Labour 
Expense Cap introduced in the 2012-13 Budget which placed a limit on the growth of employee and 
contractor expenses. 
 
Infrastructure expenditure will total $68.6 billion over the four years to 2018-19. This figure does not 
include the full impact of the $20 billion Rebuilding NSW plan to build new infrastructure funded from the 
lease of 49% of the NSW electricity network. Of total State Government infrastructure expenditure over 
the next four years, $38 billion will be dedicated to major transport projects. Capital expenditure for 
electricity, water and energy projects remains significant at $12.1 billion over the four years to 2018-19. 
 
General government net debt is forecast to be $9.9 billion (1.9% of GSP) by June 2016, rising to $15.8 
billion by June 2019 (2.6% of GSP). However, these projections exclude the impact of the partial lease of 
the state’s electricity network. When these proceeds are realised, net debt in future budgets is expected 
to be significantly reduced. 
 
The net financial liabilities of the State (which includes the full range of general government sector 
financial obligations) are estimated at $76 billion in June 2016, and are expected to decrease to $64.7 
billion by June 2019 consistent with the gradual elimination of unfunded superannuation liabilities. 
 

Key Initiatives Affecting Business 
 
The Government has announced a range of initiatives that will support NSW business. These include: 
A $16.5 billion infrastructure expenditure program in 2015-16 with the program being sustained at around 
$17 billion per year over the forward estimates to 2018-19. Major investments over the next four years 
will include: 
 

 Transport: $38 billion of capital works with key areas of expenditure including the WestConnex 
Motorway project ($1.7 billion), duplication of Pacific Highway between Hexham and the 
Queensland border ($1.4 billion), Sydney Metro Northwest ($977 million), $120 million to continue 
progressing the CBD and South East light rail network, $103 million on the Newcastle light rail 
project and $84 million on the Sydney Metro City and Southwest rail projects to extend the line 
through the CBD and west to Bankstown, including a station at Barangaroo. 

 

 Health: $5 billion of capital works including $1.3 billion in 2014-15, for health sector upgrades and 
expansions. Major projects starting in 2015-16 include the next stage of the redevelopment of the 
Westmead Hospital ($72.1 million), redevelopment of the Blacktown and Mt Druitt Hospitals ($30 
million) and the next stage of Lismore Hospital redevelopment ($30.2 million). 

 

 Education: $2.1 billion for new schools and training facilities over four years with the education 
capital works program in 2015-16 including $172 million to continue 27 major government school 
projects and $101 million for TAFE construction and IT projects. 

 

 Extending the Jobs Action Plan until 30 June 2019. This plan was introduced in 2011-12 and 
provides a $5,000 payroll tax rebate to businesses that employ new workers. 

 

 Invest $27 million to 2018-19 to create a Small Business Employment Incentive Scheme, 
providing a grant of up to $2,000 to non-payroll tax paying small businesses when they hire new 
employees from 1 July 2015. 

 

 Establish a $25 million Jobs of Tomorrow Scholarship Fund providing 25,000 scholarships for 
students undertaking qualifications for technology and growth jobs. 



 

 

 Increase the Investment Attraction Scheme to $190 million to encourage interstate and 
international businesses to set up in NSW. 

 

 Invest $2.3 billion in the NSW Vocational Education and Training (VET) system in 2015-16 to 
assist in skills development, including funding for the Smart and Skilled Quality Framework which 
aims to ensure training is relevant to jobs and workplaces, meets national standards and gives 
students better information on course costs and availability. 

 

 Reserve an additional $400 million in the Restart NSW for the Housing Acceleration Fund 
(HAF) to support new housing supply and address the challenge of housing affordability. HAF will 
fund the delivery of critical infrastructure to accelerate housing supply in priority growth areas. 

 

 Allocate $89.1 million over four years to the Department of Planning and Environment to 
speed up approval processing times and reduce delay costs which unnecessarily add to 
construction costs. 

 

 A further $18 million in funding in 2015-16 for the Research Attraction and Acceleration 
Program aimed at assisting private and university sectors to advance key research programs 
and infrastructure which are important to the NSW Government. 

 

 An additional $20 million to be invested in the Regional Industries Investment Fund to attract 
companies create new jobs and grow regional NSW. In addition, investment of $110 million will 
continue in the Regional Tourism infrastructure Fund to deliver tourism infrastructure projects 
to increase economic opportunities in regional NSW. 

 

NSW Economic Outlook 
 
The NSW Treasury forecasts that Gross State Product (GSP) in 2014-15 will grow by 2.5% p.a. (see 
table 2 and chart 2) down slightly on NSW Treasury’s Mid-Year Review. Economic growth is forecast to 
pick-up to an above-trend rate of 3% in 2015-16 and 2016-17 with growth supported by low interest rates, 
solid population growth, the positive wealth impact from the strength of the property market investment, 
state public infrastructure investment and the depreciation of the Australian dollar. 
 
NSW employment is expected to grow at a rate of 1.25% p.a. in 2014-15 in year average terms. 
However, growth is expected to strengthen to an above trend pace of 1.75% p.a. in 2015-16 and 2016-
17. This improvement is expected to be driven by improving activity in labour intensive sectors such as 
retail, tourism, construction and manufacturing. 
 
Inflation is expected to remain below the Reserve Bank of Australia’s (RBA) target range of 2-3% p.a. 
over the medium term. The Sydney Consumer Price Index is expected to increase at a rate of 1.75% p.a. 
in the year to the June quarter 2015, down from 2.8% p.a. growth in the year to June 2014. This reflects 
the impact of the abolition of the carbon tax, lower fuel prices and on-going subdued wages growth. 
Sydney CPI growth is the forecast to rise to 2.5% p.a. in 2015-16 and 2.75% p.a. in 2016-17 as domestic 
demand growth strengthens. 
 
Wages growth, as measured by the Wage Price Index, is expected to rise from 2.25% p.a. forecast rate 
in 2014-15 to 2.5% 2015-16, followed by a further firming to 2.75% p.a. in 2016-17. This pick up reflects 
a slight pick-up in private sector wages growth as the unemployment rate stabilises and the economy 
grows at above-trend rates. 
 
 



 

 

Table 2: Economic Performance and Outlook  
Year average per cent change, unless otherwise indicated 

 

  

 

 
 

 

 

 

  (c) 2014-15 includes a ¾ percentage point detraction due to the carbon tax abolition; 2014-15 to 2016-17    include a ¼ 

percentage point contribution from tobacco excise increases. 

 
Source: NSW Budget Statement, Budget Paper No. 1, 2015-16 

 

Chart 2: NSW GSP growth, actual and Budget forecast 

 

                    Source: ABS National Accounts: State Accounts, 2013-14; NSW Budget Statement, Budget Paper No. 1, 2015-16 
 

The key risk to the outlook for the NSW economy was noted in the Budget as centering on a potential 
levelling off in house prices which could reduce the impetus for household consumption and dwelling 
investment. Against this, a stronger-than-expected national economy would support an earlier recovery 
in business confidence in NSW and a stronger pick-up in non-mining investment. 
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  2013-14 
Outcomes 

2014-15 
Forecasts 

2015-16 
Forecasts 

2016-17 
Forecasts 

New South Wales 
        

Real state final demand 2.7 3¼ 3½       3½ 

Real gross state product 2.1 2½   3 3 

Employment 0.6 1¼ 1¾  1¾   

Unemployment rate (year average, per cent)  5.7 6 5¾ 5¾  

Sydney CPI – through the year to June 
quarter (c) 

2.5 1¾     2½ 2¾  

Sydney CPI (c) 2.8 1¾   2½ 2¾   

Wage price index 2.5 2¼ 2½ 2¾   


