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Thank you for your Official Information Act request, received on 1 May 2015.  You 

requested the following: 

 

“I am working on a documentary about the future of Superannuation. What advice 

has the Treasury given to the government about Super recently? 

 

I would like any briefing papers, reports or analysis the Treasury has done on this 

issue over the last three years.” 

 

On May 6 a Treasury official contacted you to discuss the scope of your request. After 

the discussion the following was confirmed: 

 

You are seeking advice that the Treasury has recently provided to the Government in 

relation to the New Zealand Superannuation benefit.  Specifically, any briefing papers, 

reports or analysis the Treasury has done on this issue over the last three years. 

 

You are also seeking specific information in relation to the Retirement Commission’s 

2013 report “Focussing on the Future”.  Treasury advised you that the Commission for 

Financial Capability (CFFC) would have received a formal response from the Minister 

of Commerce and that the CFFC could assist you in providing more information. 

 

Information Being Released 

Please find enclosed the following documents: 

 

Item Date Document Description Decision 

1.  7 May 2012 Financial Services Council Report 

Income Security 

Release in full 

2.  24 October 2012 Joint Report: Briefing for Hons 

English and Joyce meeting on the 

Business Growth Agenda 

Release in part 
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3.  1 May 2013 Cabinet Committee Briefing: 

Portability of New Zealand 

Superannuation to the Realm of 

New Zealand 

Release in part 

4.  15 July 2013 Treasury Report: Draft Discussion 

Document on Flexible 

Superannuation for your Review 

Release in part 

5.  31 October 2013 Treasury Report: Release of 

Working Paper – Retirement 

Income Policy and National 

Savings 

Release in part 

6.  31 October 2013 Treasury Report: The Regional 

Distribution of Government 

Spending in the Social Welfare, 

Education, Health and Justice 

Sectors 

Release in part 

7.  15 November 

2013 

Treasury Report: Summary of 

Flexible – Superannuation Public 

Submission 

Release in part 

8.  22 November 

2013 

Treasury Report: Economic 

Strategy Issues and Options 

Release in part 

9.  14 April 2013 Aide Memoire: Briefing for Meeting 

with Grey Power 

Release in full 

10.  16 May 2013 Cabinet Committee Briefing: 2013 

Review of Retirement Income 

Policies Proposed Government 

Response 

Release in full 

11.  June 2014 Treasury Advice on Retirement 

Income Policy 

Release in full 

12.  19 May 2015 Aide Memoire: Assistance to Cook 

Islands Financial Secretary on 

Retirement Savings Portability 

Release in full 

 

I have decided to release the relevant parts of the documents listed above, subject to 

information being withheld under one or more of the following sections of the Official 

Information Act, as applicable: 

 

We propose to release the relevant parts only of the documents listed in the above 

table, subject to information being withheld under the following sections of the Official 

Information Act, as applicable: 

 

• personal contact details of officials, under section 9(2)(a) – to protect the privacy 
of natural persons, including deceased people, and 
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• names and contact details of junior officials and certain sensitive advice, under 
section 9(2)(g)(i) – to maintain the effective conduct of public affairs through the 
free and frank expression of opinions.  

Information Publicly Available 

The following information is also covered by your request and is publicly available on 

the Treasury website: 

 

Item Date Document Description Website Address 

13.  11 July 2013 Long Term Fiscal Statement: 

Affording our Future 2013 and 

related background papers 

http://www.treasury.govt.nz/g

overnment/longterm/fiscalpos

ition/2013 

 

Accordingly, I have refused your request for the documents listed in the above table 

under section 18(d) of the Official Information Act – the information requested is or will 

soon be publicly available.  

 

Information to be Withheld 

There are additional documents that may relate in part to your request that I have 

decided to withhold in full under the following sections of the Official Information Act, as 

applicable: 

 

• section 9(2)(g)(i) – to maintain the effective conduct of public affairs through the 
free and frank expression of opinions, and 

 

• section 9(2)(f)(iv) – to maintain the current constitutional conventions protecting 
the confidentiality of advice tendered by Ministers and officials 

In making my decision, I have considered the public interest considerations in section 

9(1) of the Official Information Act.  

 

Please note that this letter (with your personal details removed) and enclosed 

documents may be published on the Treasury website. 

 

This fully covers the information you requested.  You have the right to ask the 

Ombudsman to investigate and review my decision.  

 

Yours sincerely 

 

 

 

 

 

James Beard 

Manager, Financial Markets and International 
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Date:  7 May 2012 

 

 

To: Minister of Finance 

 

 

Aide Memoire: Financial Services Council report “Retirement 
Income Security for New Zealanders” 

 

You are meeting Jenny Shipley and Peter Nielson of the Financial Services Council 

(FSC) on Thursday 10 May to hear about their forthcoming report “Retirement Income 

security for New Zealanders”.  In short, we expect that the FSC will advocate a move to 

compulsory savings, later to be put towards funding the first few years of retirement 

before a raised age of eligibility for full NZS. 

 

We understand that FSC intend to release this report after the Budget. 

 

Summary of FSC’s views 

 

Officials met FSC in mid-April for an update on their report.  We understand that some 

of the quantitative analysis has been revised since then, but broadly FSC conclude: 

 

• Current estimates of the future costs of New Zealand Superannuation are 

based on longevity assumptions which may be understated 

• That and behavioural findings suggest that people are unlikely to optimise their 

own approach to saving for retirement and many are likely to be disappointed if 

they hope for a comfortable retirement 

• FSC propose:  

o linking the age of eligibility for full  NZS to longevity; 

o  new, more or less compulsory “KiwiSaver Plus”  

o from the age of 65 until the revised age of eligibility for full NZS, 

individuals pay themselves a fixed term pension out of those 

KiwiSavings, topped up if necessary by the Government  

 

Context 

 

Treasury is examining a number of options for addressing the expected future increase 

in the cost of NZS in the context of the forthcoming Long Term Fiscal Statement.  

FSC’s proposal combines elements of some of those options and as such their report 

may serve as a useful contribution to the public debate which the LTFS process is 

intended to engender. Treasury intends to engage at a more detailed level with the 

authors of the report to test the modelling assumptions in its work against our own 

thinking on the impacts of various pension policy options.  
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Suggested questions for the FSC 

 

• Does FSC see this as a specific policy proposal or as an example of the way in 

which a more prescriptive approach to private savings might work? 

 

• What are FSC’s views on the impact of this policy on economic growth?  Some 

would argue that this would be positive for growth through additional private 

savings and reduced fiscal costs, while others would argue that it would have 

the growth dampening effects of an increase in marginal tax rates. 

 

• One of the challenges with pension reform is ensuring inter and intra-

generational equity.  How has the FSC thought about the equity impacts of this 

policy change?  

 

• What about the impacts on individual welfare?  There are many possible routes 

to lifetime consumption smoothing and long-term saving is not always the best 

approach for everybody. 

 

Review of KiwiSaver default providers 

 

FSC will be aware of this in general terms, since MED have already spoken to several 

of their members; but no formal announcement has been made in advance of the 

Budget.  MED hope to put a draft discussion document to Ministers shortly after that, 

for public consultation during the winter. 

 

 

 

 

 

Nicola Kirkup, Senior Analyst, Financial Markets 04 890 7229 

Joanne Hughes, Manager, Financial Markets 04 917 6221 
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Medium-term tax and savings settings 

 
29. Tax and savings policy are critical for economic growth and have been the subject of 

a number of external reviews over the past several years. The Government made a 
number of changes in response to these reviews – for example a shift in tax bases 
toward consumption and reforms to KiwiSaver.  However, the external reviews also 
identified areas for policy reform that are currently not on the Government’s agenda.  
Tax and savings policy settings require careful consideration and long-term planning. 
However, given the objectives in the BGA, there are potential policy changes that we 
consider could deliver better economic performance over the medium-term: 

 

a. Changes to the tax system that could support incentives to work, save and 
invest. The Tax Working group identified a range of options and choices that 
could potentially lead to better economic outcomes, including the broadening of 
the tax base and options for changing the tax treatment of saving and 
investment. Recent modelling of potential tax changes by the Treasury has 
informed our view on the potential growth impact of these options.  They have 
also broadly reinforced the view that further tax reform, to improve incentives to 
work, save and invest, should focus on changing rates/broadening bases 
within the existing framework, rather than major reform to move to alternative 
tax systems (e.g. allowance for corporate equity).       

 

b. Re-examining the policy options that could support a higher medium-term level 
of national savings. The Savings Working Group identified the vulnerabilities 
and potential economic costs, including a link to exchange rate and interest 
rates, associated with New Zealand aggregate savings.  A key lever is the 
Government’s overall fiscal strategy. Several other options identified in this 
report could be reconsidered in light of work underway, including consideration 
of how to maintain long-term retirement incomes on the most efficient and 
effective basis, including the role of NZ Superannuation, following on from the 
release of the long-term fiscal statement.   

 

                                          

[Information not relevant to request]

[Information not relevant to request]

[Page 14 - 27 not relevant to request]
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Portability of New Zealand Superannuation to the Realm of New Zealand 

 

Responsible Person:  Fiona Garter-Giddings (917 7021) 

First Contact Person:                        
 
Purpose 

1. This paper proposes extending pension portability so that people who are otherwise 
eligible for New Zealand Superannuation can apply for it from Niue, Tokelau and the 
Cook Islands (‘Realm Countries’).  Under current policy applicants are only eligible if 
they are resident and present in New Zealand on the date of application. 

 
Comment 

2. Funding for this proposal was agreed as part of Budget 2013.  The cost of the proposal 
for Votes Social Development and Veterans’ Affairs – Social Development is provided 
in the following table: 

 
 $m – increase/(decrease) 
 

2012/13 2013/14 2014/15 2015/16 
2016/17 & 
Outyears 

Portability of New 
Zealand Superannuation 
to Niue, Tokelau and the 
Cook Islands 

- - 0.070 4.724 5.074 

 
3. We note that the paper states that the cost implications of this proposal as ‘mixed’. 

From our perspective this is inaccurate, given that the fiscal costs of this proposal are 
clear and significant, whereas any economic benefits are uncertain and have not been 
able to be quantified.   
 

4. As we have previously advised you on the merits of this proposal as part of Budget 
2013, we have instead focused the remainder of this briefing on two areas where 
government may face pressure to further extend pension portability:  

 
a. Extending to include Samoa and Tonga:  The paper seeks agreement to 

changing the legislation to give authority for pension portability to be extended 
to Samoa and Tonga by Order in Council, if Cabinet deems this appropriate at 
a later date.  Extending the policy to Samoa and Tonga would significantly 
increase the cost.  We do not recommend an extension to Samoa and Tonga 
as it is relatively high cost, and there is a range of other higher priorities 
across government currently. 

 
b. Extending to include New Zealanders who have moved to Realm 

countries prior to their 55th birthday:  People who fall into this category are 
currently not be eligible for New Zealand Superannuation because they will 
not meet the requirement of five years in New Zealand residence since the 
age of 50.  As with the proposal to extend the policy to Samoa and Tonga, this 
would carry large costs. 

 
Treasury Recommendation 

 
5. We recommend that you support the recommendations in this paper. 

[Withheld under s9(2)(g)(i)]
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Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

12/13 13/14 14/15  15/16 Out 
years 

Portability of New 
Zealand 
Superannuation to 
the Realm of New 
Zealand 

 Support Operating This paper proposes 
extending pension 
portability so that 
people who are 
otherwise eligible for 
New Zealand 
Superannuation can 
apply for it from Niue, 
Tokelau and the 
Cook Islands once 
they reach 65.  
Under current policy 
applicants are only 
eligible if they are 
resident and present 
in New Zealand on 
the date of 
application.  Funding 
for this policy was 
agreed as part of 
Budget 2013. 

- - - - - 

Capital 
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15 July 2013 SH-11-4-3-2-3-1 
 
 

Treasury Report: Draft Discussion Document on Flexible 
Superannuation for Your Review 

Purpose of Report 

1. The purpose of this report is to seek your feedback on the draft discussion document 
on flexible superannuation and to update you on our next steps. 

Report 

2. The 2011 Confidence and Supply Agreement between the National Party and United 
Future New Zealand agreed that a Government discussion document investigating 
United Future’s Flexi-Super retirement policy proposal will be developed.  

 
3. As requested, we have prepared a draft discussion document on flexible 

superannuation. Hon Peter Dunne has indicated that he is happy with the draft. The 
draft discussion document is now attached for your review. 

 
4. We are currently liaising with your Office regarding: 

 

• drafting of a foreword from you and Hon Dunne, 

• who the lead Minister will be for the document’s release, and 

• what website the discussion document will be hosted on. 

Next Steps 

5. The proposed next steps are:  
 

Date Action 

29 July Send you the final draft discussion document 
and Cabinet paper 

1 August Submit Cabinet paper and discussion document 
to the Cabinet Economic Growth and 
Infrastructure Committee (EGI) 

7 August Discussion document considered by EGI 

12 August Discussion document considered by Cabinet 

Week of 12 August Public release of discussion document 

End of September  Submissions close 

Mid/Late October Analysis of submissions complete 
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Recommended Action 

We recommend that you: 
 
a provide feedback on the attached discussion document by Wednesday 24 July, and 
 

Agree/disagree 
 
b direct officials to prepare a paper for you to take to Cabinet seeking agreement to the 

release of the discussion document for public consultation. 
 

Agree/disagree 
 
 
 
 
 
 
Steve Cantwell 
Principal Advisor, Financial Markets 
 
 
 
 
 
 
 
Hon Bill English  
Minister of Finance 
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31 October 2013 PD-5-0 

Treasury Report: Release of Working Paper - Retirement Income 
Policy and National Savings 

Executive Summary 

On 19 November 2013 we intend to publish “Retirement Income Policy and National 

Savings” as a Treasury Working Paper.   

 

This paper examines the implications for national savings of three retirement income policy 

options, designed to improve the fiscal sustainability of New Zealand Superannuation (NZS).  

A simple model is developed that employs population and longevity projections allowing 

estimation of the contributions that many overlapping age cohorts might make to national 

savings in response to policy change.  Government contributions to national savings, 

resulting primarily from reduced NZS payments, are also considered.   

 

The three policies considered in the paper are to: 

 

• raise the age of eligibility for NZS by two years (from 65 to 67), 

 

• index NZS payments by the average of wages and the general price level (currently 

NZS payments are indexed only to wage growth), and 

 

• introduce compulsory private saving and use those accumulations to reduce NZS 

entitlements.  In particular, for every dollar individuals accumulate in the compulsory 

private saving scheme they will lose fifty cents of NZS, and will continue to do so until 

their entire expected lifetime NZS entitlements have been abated away. 

 

In each case the policy was assumed to be announced in 2013 and implemented in 2020.  

The first two options maintain the universality of NZS.  The third option does not.  NZS would 

no longer necessarily be received by everyone in this case and those who would receive 

NZS would each be entitled to different amounts.  In particular NZS entitlements would be 

inversely related to an individual’s lifetime income, therefore this option has a substantial 

redistributive element to it.   

 

Results suggest that even seemingly modest changes to retirement income policies could 

lead to substantial cumulative changes in national savings by 2061.  In particular, a change 

to the indexation of NZS is estimated to lead to cumulative changes in national savings by 

2061 of approximately 87% of GDP.  Introducing compulsory private saving where 

accumulations are used to reduce the costs of NZS as well as lifting the age of eligibility for 

NZS are also both estimated to yield substantial cumulative changes in national savings by 

the end of the period (each by approximately 38% of GDP).   

 

Results also suggest that each of the three policy options considered have very different 

distributional effects both within and across age cohorts.  Within cohorts all individuals are 

treated the same under the first two policy options.  This is not the case with respect to 

compulsory private saving with abatement of NZS entitlements.  In fact, the tax system 
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together with several aspects of this policy’s design mean that within almost all age cohorts 

those in the top income decile in each year of life will lose more than six times the amount of 

NZS entitlements than will those in the second income decile. 

 

Reflecting on the rationale for each policy’s design (viz: to improve the fiscal sustainability of 

NZS), lifting the age of eligibility for NZS appears able to generate superior improvements in 

the Government’s fiscal position compared to the other two policy options over the medium 

to long term.  Indeed, in this respect the option of compulsory private saving with abatement 

of NZS entitlements does not generate the same annual level of fiscal improvement as lifting 

the age of entitlement until 2057. 

Communications 

This analysis was part of a suite of work undertaken by Treasury to contribute to the 
production of our 2013 Long Term Fiscal Statement (LTFS).  A particular theme of the LTFS 
this year was to explore the consequences of demographic change and consider a wide 
range of options to mitigate fiscal pressures (without necessarily forming recommendations) 
across a number of policy areas, including retirement income policy.  Much of this broad set 
of work has already been published either in the LTFS itself, supporting papers or other 
Treasury Working Papers earlier this year. 
 
Many of the results from this particular analysis were also incorporated in the LTFS and 
supporting papers.  The paper “Retirement Income Policy and National Savings” presents a 
more detailed exposition of those results and the methodology behind them.  The retirement 
income policy options considered in this forthcoming Treasury Working Paper however are a 
subset of those considered in the LTFS; they are not new.   
 
An earlier version of the paper was presented at the 54th Annual Conference of the New 
Zealand Association of Economists in July of this year where it was awarded the New 
Zealand Economic Policy Prize for the best piece of policy analysis applied to New Zealand. 
A copy of the paper has been available on the Association’s website since that time. 
 
While policy conclusions are not drawn in the paper, the options considered are by their 
nature potentially controversial.  The paper is therefore likely to attract media interest, which 
will be handled by Treasury on a reactive basis.  We advise alerting your media staff.   
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Recommended Action 

We recommend that you: 
 
a note that we intend to publish “Retirement Income Policy and National Savings” as a 

Treasury Working Paper on 19 November 2013, and 
 
b refer a copy of this report and the attached paper to your media staff. 

 
Refer / not referred. 

 
 
 
Gerald Minnee 
Manager, Economic Research and Analysis 
 
 
 
 
 
Hon Bill English  
Minister of Finance 
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Treasury Report: The regional distribution of Government spending in the 
social welfare, education, health and justice sectors 

Purpose of Report 

1.  This report responds to your request for information on the regional distribution of welfare 
related government expenditure.  

Data and Method1 

2. This paper uses the regional analysis of government expenditure compiled by the New 
Zealand Institute of Economic Research (NZIER) for Treasury and the Ministry of Business, 
Innovation and Employment. The data is for the year ending 30 June 2012.  

 
3. Where possible this analysis follows the NZIER analysis based on the sixteen standard 

Statistics New Zealand regions, though these have been adapted when we wish to compare 
the expenditure data with information that is not as fine grained.2 The population of New 
Zealand’s regions differs widely, with nine having a tenth or less of Auckland’s population. 
Therefore all analyses of spending in this report use per capita expenditure in one of two 
ways: the expenditure approach allocates expenditure to the region where spending occurs; 
or the service approach estimates expenditure on the services provided for each region. 
There is little practical difference between the approaches outside Wellington. 

 
                                                                                        

                                                                                         
                                                                                                    
                                                                                                   
                               

 

                                                                              
             

                                                                              
                                                         

                                                                           
 

                                                                                                 
                                                                                           
                                                                                         
                                                                                       
                                                                                       

Overview of government expenditure 

                                                                                            
                                                                                        
                                                                  
 
 
 
 

                                                
1
 See Annex 1 for more detail 

2
 See http://apps.nowwhere.com.au/StatsNZ/Maps/default.aspx for details. 

[Information not relevant to request]

[Pages 5 - 7 not relevant to request]

[Information not relevant to request]
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Annex 2: Social Welfare   

1. This annex compares the operational social welfare expenditure with a variety of social 
measures. There is very little capital expenditure in social welfare so this has been excluded. 
Using the expenditure approach does not change the results. 
 

2. As Graph 7 below shows, New Zealand Superannuation has a very different pattern from 
other welfare expenditure, with some areas of high overall welfare expenditure having low 
levels of superannuation expenditure and vice versa. In the analysis below, superannuation 
is only included where that is appropriate. 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
3. The analysis starts with Graph 8 below, which shows the association between 

unemployment rate and the per capita welfare expenditure in each region, excluding 
superannuation. Some of the regions are amalgamated because the unemployment data is 
only available for amalgamated regions.  

0

1000

2000

3000

4000

5000

6000

7000

$/person

Social welfare expenditure
Source: NZIER

Superannuation (NZS & Veterans) Other Welfare spending

Graph 7: New Zealand Superannuation and other welfare expenditure 
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Graph 8: Welfare expenditure (excluding superannuation) compared with unemployment rate  

 
4. The unemployment rate measures the proportion of the workforce out of work, so it excludes 

those unable or uninterested in working. While the general relationship is strong, there are 
also policy relevant variations. There are essentially three groups of points:  
 

• the South Island regions plus Taranaki with low unemployment and low expenditure;  

• most of the North Island regions with higher unemployment and higher expenditure;  

• and, Northland with both significantly higher unemployment and higher expenditure. 
 
5. The differences between these groups are not easily explained by age differences or level of 

urbanisation. Further, within the groups, there is considerable variation. For instance, the 
unemployment rate in Gisborne / Hawkes Bay is 1% lower than the unemployment rate in 
Auckland but the area averages more than $200 per person additional welfare expenditure. 
Graph 11 below shows this is partly because accommodation subsidies and other additional 
payments are similar to those Auckland despite Auckland being a higher cost region. 
 

6. Graph 9 compares the population in the labour market and the costs per person of welfare, 
including superannuation because a large proportion of those out of the labour market 
receive superannuation payments. The majority of the regions have participation rates 
between 67% and 69%, within which there is a weak relationship between cost and 
participation rates. In this group, Auckland has strikingly lower levels of per capita 
expenditure because fewer older people live in Auckland. Of the other regions, Southland 
and Wellington have relatively high labour market participation, while the Bay of Plenty and 
Northland have relatively low participation. 
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Graph 9: Expenditure on welfare, including superannuation, compared with participation rate 

 
7. Another approach is to use measures of low income. Graph 10 shows the proportion of the 

population for whom welfare is their main income. Unsurprisingly, welfare expenditure is 
closely related to the proportion receiving welfare payments.  
 

8. More interesting is the evidence that the cost of the welfare system tends to be higher than 
expected in regions with large urban areas like Auckland, Wellington, Canterbury and Otago. 
The exceptions are Waikato, where the costs are lower than expected, and the West Coast 
where the costs are high for a largely rural region. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Graph 10: Per capita welfare spend and population in the welfare system (excl. superannuation) 

 
9. Supplementary payments, like Accommodation Supplement, are intended to deal with 

income deficiency. They would be expected to be higher in higher cost regions, but as Graph 
11 below shows this is only a partial explanation of variation in their cost. 
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Graph 11: Per capita supplementary payments 

 
10. Other measures of the incidence of low income are proportion of the population on an 

income of less than $30 000 and the median wage in a region. The latter is a good proxy for 
the level of economic activity (i.e. labour market demand). Graph 12 and Graph 13 suggest 
neither is associated with higher levels of welfare spending.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Graph 12: Welfare expenditure (excl. Superannuation) and those with income below $30, 000 
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Graph 13: Welfare expenditure (excl. Superannuation) and regional median wage 

 
11. This is particularly striking because areas with low wages also have more temporary or 

seasonal work, which would also be expected to increase levels of unemployment and 
benefit receipt. This lack of a relationship extends to “hardship” payments. Graph 14 is 
equivalent to Graph 13 with hardship payments on the vertical axis and shows the same lack 
of pattern.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Graph 14: Hardship expenditure and regional median wage 
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15 November 2013 SH-11-4-3-2-3-1 

Treasury Report: Summary of Flexible-Superannuation public 
submission 

Recommended Action 

We recommend that you: 
 
a note the attached summary of submissions from the Flexible-Superannuation public 

consultation, 
 
 
b send the attached letter and summary of submissions to Hon. Peter Dunne, and 
 
 
c indicate whether you would like further work to be done on Flexible-Superannuation. 
 
 yes/no. 
 
 
 
 
 
Fiona Ross 
Manager, Financial Markets and International 
 
 
 
 
 
 
Hon Bill English  
Minister of Finance 
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Treasury Report: Summary of Flexible-Superannuation public 
submission 

Purpose of Report 

1. This report summarises the submissions received on the Flexible-Superannuation 
(Flexi-Super) discussion document released in early September, provides you with a 
letter to send to Hon. Peter Dunne on the submissions, and seeks your direction 
regarding future work on Flexi-Super. 

Background 

2. Under the Flexi-Super proposal, New Zealand residents would have the choice to take 
superannuation at reduced rates earlier than age 65, or at higher rates after the age of 
65. The Flexi-Super proposal would allow for early eligibility from age 60 and deferral 
until age 70. The Flexi-Super proposal aims to provide more choice about when to take 
New Zealand Superannuation (NZS), while remaining fiscally neutral. 

 
3. The Flexi-Super discussion document was released for public consultation on 26 

August to test public opinion on the high-level idea of Flexi-Super. The period for public 
consultation on the 2013 discussion document lasted seven weeks and closed on 11 
October 2013. The discussion document posed three questions: 

 
a. Does the concept of more choice in the age of entitlement to receive NZS appeal 

to you?  
b. Are you comfortable with the risk of higher levels of hardship among the elderly in 

order to gain flexibility in the age of first entitlement for NZS?  
c. Weighing up the pros and cons identified regarding Flexi-Super, are you in favour 

of having Flexi-Super?  
 

4. This report gives an overview of the response to these questions and other points 
raised by submitters. A full copy of the results of the public submission process is 
attached. 

Summary of submissions 

5. The Treasury received 69 submissions in total: 
 

• There were 51 submissions from individuals. One third of the individual 

submitters referenced their age; all but one of these were over the age of 50. 
 

• There were 18 submissions from organisations, including banks, academic 

organisations and women’s groups. 

 
6. 45% of the submitters were in favour of Flexi-Super, 1% wanted to see more work 

done on Flexi-Super, while a further 4% of the submitters only supported deferring NZS 
for higher rates. 36% of the submitters were not in favour of Flexi-Super, and 13% did 
not state a position. 

 
7. There were widespread concerns about the potential impact of Flexi-Super, with 54% 

of the submitters expressing concerns about the potential hardship that Flexi-Super 
could cause.   
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Response to specific questions asked in the discussion document 

Does the concept of more choice in the age of entitlement to receive NZS appeal to you?  

8. The concept of more choice in the age of entitlement to receive NZS appealed to 
around 60% of all submitters. However, there was some concern that Flexi-Super 
would not really deliver more choice for all people, because those on other benefits 
would be made to take NZS early, potentially limiting their retirement income. 

 
Are you comfortable with the risk of higher levels of hardship among the elderly in order to 
gain flexibility in the age of first entitlement for NZS?  

9. 54% of submitters were not comfortable with the trade off, with a higher proportion of 
discomfort among submitting organisations than individuals.  

 
10. Submitters were concerned that people would make myopic decisions to take early 

retirement that would lead to greater hardship later in their lives. There was also some 
concern about the distributional implications of Flexi-Super. 

 
Weighing up the pros and cons identified regarding Flexi-Super, are you in favour of having 
Flexi-Super? 

11. 46% of the submitters were either in favour of Flexi-Super or wanted to see more work 
done on Flexi-Super, while a further 4% of the submitters only supported deferring NZS 
for higher rates. 36% of the submitters were not in favour of Flexi-Super, and 13% did 
not state a position. 

 
12. However, as the figure below indicates, there was some divergence in the attitudes of 

individuals and organisations: 

6%

17%

50%

11%

17%

Organisations

In favour of more 

work being done

No postion stated

No, not in favour

Only deferral

Yes, in favour

0%
12%

31%

2%

55%

Individuals

 
 
13. Many submitters raised concerns about the impact of Flexi-Super. Some of the key 

concerns related to the capability of individuals to make informed decisions about Flexi-
Super, the labour market impacts of Flexi-Super, the fiscal neutrality of the proposal 
and its interaction with broader retirement policy settings. 

 

Treasury view on Flexi-Super  

14. While Flexi-Super will offer greater choice to New Zealanders, it will also increase the 
complexity of the retirement income system and generate higher administrative costs 
relative to the status quo settings. This complexity raises a number of policy concerns: 
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• Reduction in option value. The introduction of Flexi-Super will complicate (and 
may in some cases preclude) future attempts to change retirement income policy 
settings. We see value in forming a broader view about the future direction of 
retirement income policy before moving forward with a specific proposal such as 
Flexi-Super. 

 

• Durability. Many submitters have raised concerns about the potential for Flexi-
Super to increase hardship among older people who take earlier retirement. 
These concerns raise questions about the likely durability of the policy settings: if 
Flexi-Super is perceived to increase hardship among older people, then the lower 
rates for early retirement are likely to be adjusted upwards over time, which will in 
turn affect the costs of the scheme as well as incentives to participate in the 
labour force. 

 
• Fiscal sustainability. If Flexi-Super rates are calculated on the basis of average 

life expectancies across the whole population, they will give rise to an adverse 
selection problem, because those in good health who know they are likely to live 
longer than average will select deferral at the higher rate. As a result, they will 
enjoy greater NZS income than would otherwise have been the case. In order to 
mitigate the adverse selection problem, Flexi-Super rates would need to be 
altered so they are no longer actuarially neutral on a population basis. In 
summary, then, Flexi-Super will either increase the costs of NZS or will need to 
be subject to complex adjustments to improve its fiscal sustainability.   

 
15. We therefore recommend against progressing any further work on Flexi-Super at this 

time.  
 
16. The Ministry of Social Development and the Inland Revenue Department have been 

consulted on this report.  

Next Steps 

17. We have drafted a letter and summary of submissions for you to send to Hon Peter 
Dunne, informing him about the outcome of the consultation process. 

 
18. We await your direction regarding the need for any further work on this proposal. 

 

19. We are currently drafting a Cabinet paper on Flexi-Super for you to report back to 
Cabinet once you have indicated your decision on the need for any further work on 
Flexi-Super. The attached summary of submissions can then be made publically 
available.   
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Lifting national savings would increase capital accumulation  
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60. Some changes that would boost private saving would also improve long-term fiscal 

sustainability – thus reducing pressure to raise taxes or constrain other government 

spending in future. Any change that involves transitioning away from the current pay-

as-you-go approach to pensions and towards more of a save-as-you-go approach 

would also have economic efficiency benefits. 

 

61. Overall, any policy options that support higher national savings will be warranted only if 

the changes are well designed. Considerable further work is required on exactly what 

options are warranted and to test the wider implications for the full range of public 

objectives.  But we consider that: 
 

• There are sound arguments that New Zealand should look to raise the age of 

eligibility for New Zealand Superannuation (NZS) with the view to ensuring that 

this adjusts as life-expectancy increases. The Centre for Financial Literacy and 

Retirement Income recently made one specific proposal for doing this that merits 

further consideration. Recent research has suggested that later retirement is 

associated with higher saving. Incentives to save could be strengthened by 

making NZS less generous over time (e.g. by changing the way it is indexed), 

although further work would be needed on the interface with wider assistance 

policies such as the accommodation supplement.  

[Pages 28 - 67 not relevant to request]
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Reference: T2014/683 SH-11-4-3-2-3 

 

 

Date: 14 April 2014 

 

 

To: Minister of Finance  

(Hon Bill English) 

 

 
Deadline: None 

 

 

Aide Memoire: Briefing for Meeting with Grey Power 

You are meeting with Grey Power at 9.30am on Thursday 17 April.  The Grey Power 
officials attending the meeting are Roy Reid (President), Miles Jackson (Board 
member) and Jan Pentecost. 
 
We understand that Grey Power wishes to discuss the indexation of New Zealand 
Superannuation (NZS) payments and the sufficiency of NZS payment rates for single 
retirees who live alone. 
 
This aide memoire provides you with background information about the indexation of 
NZS payment rates and the prevalence of material hardship among older people. 
 
The indexation of NZS payment rates 
 
The NZS payment rate is reviewed each year, and adjusted to take account of 
increases in inflation and wages, in accordance with section 16 of the New Zealand 
Superannuation and Retirement Income Act. 
 
The standard weekly amount of NZS (after the deduction of standard tax) payable to a 
couple who are married or in a civil union or in a de facto relationship, both of whom 
are qualified to receive NZS, is not less than 65% or more than 72.5% of the average 
ordinary time weekly earnings (males and females combined), as determined by the 
last Quarterly Employment Survey of wages published by the Department of Statistics 
before 1 March in each year (after the deduction of standard tax and the earner levies 
payable on those earnings). 
 
The current Government has adopted a policy that for couples both over 65, their 
pensions, after tax, will not fall below 66% of the average ordinary time wage after tax. 
 
The calculation of single rates is also set out in the Act at 65% of the couple rate (for 
singles living alone) or 60% of the couple rate (for those not living alone). 
 
On April 1 2014, the NZS payment rate for single retirees living alone (after tax at the 
“M” rate) increased by 2.66% from $357.42 to $366.94.  A full list of current NZS 
payment rates is available in the Annex. 
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Other Government assistance for older people 
 
Older people are able to access other forms of Government assistance in certain 
circumstances.  This assistance includes: 
 

• Older people who are solely dependent on NZS may be eligible for support such 
as the Accommodation Supplement and the rates rebate.  The Accommodation 
Supplement provides help with housing costs for low-income people, whether 
they are renting or paying a mortgage.  For people in their own homes, the costs 
of their mortgage, essential maintenance and repairs, house insurance and rates 
are considered in determining eligibility for this assistance. 
 

• Temporary Additional Support and the Special Needs Grant can be made 
available in some circumstances. 
 

• People with health needs requiring them to visit their doctor often may be entitled 
to a Disability Allowance.  

 
Material hardship among older people 
 
A study undertaken for the Retirement Commission (Perry 2013)1 has found that: 

 

• The great majority of older New Zealanders have sufficient income and assets to 
provide a reasonable standard of living. Many have a very good standard of 
living.  

 

• A small group of older New Zealanders (4-7%) live in undue material hardship, 
but the hardship rate for older New Zealanders is lower than for any other age 
group.  

 

• The relatively good outcomes for older New Zealanders are due to the mix of 
current public provision (mainly NZS) and the private provision built up by most of 
the current cohort over their lifetime.  

 
Nevertheless, the level of NZS is crucial for a large number of older New Zealanders. 
NZS provides 100% of the income of 40% of older New Zealanders, while the next 
20% of older New Zealanders derive on average around 80% of their income from 
NZS.  This degree of dependence has not changed greatly in the last two decades. 
 
International comparisons of poverty 
 
Perry (2013) also assesses New Zealand’s performance in relation to other countries: 
 

• The OECD uses a ‘poverty line’ of 50% of median household income for their 
analysis and for international comparisons.  This leads to incongruous 
assessments at a point in time (e.g. the poverty rate for the Czech Republic is 
lower than, say, France, which has much higher incomes), and misleading 
assessments over time. 

                                                
1 Bryan Perry.  2013.  The material wellbeing of older New Zealanders: background paper for 
the Retirement Commissioner’s 2013 review. 
http://www.cflri.org.nz/retirement-income/2013-review/background-papers-2013-review  
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• The New Zealand case is an example of the latter.  Because the value of NZS 
dipped a little below 50% of the median in 2009, the poverty rate for older New 
Zealanders suddenly rose from close to zero in 2001 to 22% in 2009 and then fell 
to 11% in 2012. 
 

• This might suggest there was a large and sudden change in the living conditions 
of many New Zealanders, followed by a rapid improvement.  In fact, the rapid 
changes simply reflect the bunching of pensioner income in New Zealand’s 
income distribution.  

 
 
Bevan Lye, Senior Analyst, Financial Markets, 04 917 6063 
Anna Everton, Acting Manager, Financial Markets, 04 917 6976 
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Annex: NZ Superannuation and Veteran's Pension standard rates at 1 April 2014 
 

Pension type 
Net weekly 
rate (after 
tax at "M") 

Net weekly 
rate (after 
tax at "S") 

Gross 
weekly 

rate 

Single, living alone $366.94 $348.09 $421.76 

Single, sharing $338.71 $319.86 $387.58 

Married, civil union, or de facto couple, 
both qualify (total) 

$564.52 $526.82 $638.46 

Married, civil union, or de facto couple, 
both qualify (each) 

$282.26 $263.41 $319.23 

Married, civil union, or de facto couple, with 
non-qualified spouse included (total) 

$536.54 $498.84 $604.54 

Married, civil union, or de facto couple, with 
non-qualified spouse included (each) 

$268.27 $249.42 $302.27 
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[CABINET COMMITTEE BRIEFING NOTE FROM TREASURY] 

2013 Review of Retirement Income Policies:  Proposed Government Response 
[Commerce] 

Responsible Person: Anna Everton, Acting Manager, Financial Markets  

First Contact Person: Andreas Heuser, Senior Analyst, Financial Markets, 917 6012, 
andreas.heuser@treasury.govt.nz  
 
Purpose 

1. The Minister of Commerce, Hon. Craig Foss has prepared a response letter on behalf 
of the Government (the Response) to the Commission for Financial Literacy and 
Retirement Income’s (Retirement Commissioner’s) 2013 Review of Retirement Income 
Policies (Review) which was tabled in the House on 12 December 2013.  There is no 
formal requirement for Government to respond to the Review, however, the paper 
notes there is an expectation to respond. The paper for Cabinet seeks approval of the 
proposed Response. 
 

2. There are no direct fiscal or economic impacts resulting from the paper.  Nevertheless, 
the Retirement Commissioner’s Review is an important element of the wider public 
discussion about retirement income policies and, furthermore, retirement income 
policies have significant fiscal and macro-economic implications.  Accordingly, we set 
out below some key aspects of the proposed Response. 

 
Comment 

3. Treasury is supportive of the paper as the Response broadly reflects the Government’s 
current suite of retirement income policies.   
 

4. The responses to recommendations 1 – 3 and 14 address the New Zealand 
Superannuation (NZS) benefit policy.  The current Government policy to retain current 
NZS settings means that the Retirement Commissioner’s proposed changes to the age 
of eligibility or indexation method are inconsistent with the Government’s position.  The 
proposed Response reflects this.  Treasury has noted in Annex 1 to the paper that the 
Retirement Commissioner’s proposal for Treasury to develop a new model for NZS 
indexation would be implemented with some difficulty. 

 
5. The responses to recommendations 4 – 8 address KiwiSaver policies.  Treasury 

notes that while you decided to postpone the public consultation on the design of a 
one-off enrolment exercise for KiwiSaver until after the Election (recommendation 5), it 
remains Government policy to carry out such an exercise when it is fiscally prudent to 
do so.  Treasury supports the remaining responses on recommendations to improve 
KiwiSaver data collection, voluntary annuities and paid parental leave as these are 
consistent with current policy. 

 
6. The response to recommendation 9 addresses the taxation of the New Zealand 

Superannuation Fund’s (NZSF) investment returns.  The Response notes:  
“The Government considers that taxing the New Zealand Superannuation Fund 
investment returns provides better investment signals for those managing the 
Fund.”  

Treasury notes that in addition to the incentives for the NZSF’s managers, any 
discussion and subsequent decision on the NZSF’s tax status must take into account 
the Government’s broader fiscal and macro-economic policy as both the short- and 
long-term fiscal implications are significant. 

 
7. Treasury is supportive of the remaining responses to recommendations 10 – 17.  
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Treasury Recommendation 

8. We support the paper and the Response as drafted. 
 
 
 
The following table goes into the Executive Summary of the paper 
 

 
 

Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

13/14 14/15 15/16 16/17 Out 
years 

2013 Review of 
Retirement Income 
Policies:  Proposed 
Government 
Response 

 Support  Operating The proposed 
Government 
response to the 
CFLRI’s review is 
broadly in line with 
current Government 
policy but is likely to 
garner wider public 
attention. 

     

Capital 
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Why are we talking about retirement income policy... again?

• Treasury intends to include broad recommendations on retirement 
income policy in the Briefing to the Incoming Minister. We want to 
outline our recommendations for you now on a ‘no surprises’ basis.

• These recommendations represent Treasury’s first best advice on 
retirement income policy. We have conducted a robust internal debate in 
order to reach these recommendations. There is substantial – but not 
universal – support across Treasury for the position we have reached. 

© The Treasury

universal – support across Treasury for the position we have reached. 

• We want to highlight the key judgements underpinning our advice. 
Retirement income policy is subject to competing goals and ultimately 
requires decision-making under uncertainty. We want to be clear and 
upfront about the judgements we applied to make these recommendations. 

• We welcome your comments and questions on our advice, and would be 

happy to provide you with further supporting analysis at your request.

2
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Policy context
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© The Treasury

Challenges and opportunities

Solutions

3
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Retirement income policy is subject to multiple competing priorities

• Retirement income policy is primarily a social welfare intervention. The reason why it 
exists is to minimise economic insecurity in retirement.

Social welfare

Fiscal
• But retirement income policy also accounts for a substantial proportion of Government 

expenditure, and is a major driver of past and future increases in Government spending.

Distribution of core Crown expenses
Percent

Cumulative increase in net NZS expenditure
$billion

3

3.5 The current Government 
will spend $3 billion more 

© The Treasury

Macroeconomic
• Retirement income policy is also one important influence, among many, on our national 

saving performance.

So, in meeting its core social welfare goals, retirement income policy must also respond to the Government’s 

broader fiscal and macroeconomic goals.

0

0.5
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1.5

2

2.5

3

2009 2010 2011 2012 2013 2014

Superannuation: about 15% 
of core Crown expenses.

will spend $3 billion more 
on NZS in 2014 than it did 
in its first year of office.

4
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Our policy settings also reflect our unique national values and priorities

• A universal pension from age 
65: all receive the same NZS 
rate, regardless of income.

• Subject to residency criteria, 
but no means-testing or 
contribution requirements.

NZ Superannuation 
(NZS)

Description New Zealand values International approaches

Financial literacy

• All citizens should receive a 
dividend from their lifetime 
contributions to NZ society 
and economy – regardless 
of how much they earn.

• Universal pensions are 
rare. State pensions 
are means-tested or 
calculated via earnings-
related social security 
contributions in most 
OECD countries.

• A strong emphasis on 
supporting private decision-
making on retirement 

• The State’s role is to alleviate 
poverty, not force individuals 
to maintain a certain standard 

• Most OECD countries 
intervene substantially to 
help individuals maintain 

Key setting

© The Treasury

KiwiSaver

• A retirement saving scheme 
into which salary and wage-
earners are enrolled when 
they start a new job.

• No requirement to save via 
KiwiSaver, but Govt intends 
to enrol all non-members as 
fiscal conditions allow. They 
may opt out after enrolment.

making on retirement 
saving, primarily through 
the Commission for 
Financial Literacy and 
Retirement Income.

to maintain a certain standard 
of living in retirement. 

• Assumption that individuals 
are best-placed to make 
decisions about their financial 
well-being

help individuals maintain 
their usual standard of 
living in retirement, via 
mandatory saving 
schemes or earnings-
related State pensions.

• Break with historical policy 
when introduced in 2007: it 
supports consumption 
smoothing beyond what is 
needed to alleviate poverty, 
and rests on a behavioural 
case that individuals do not 
always save optimally for 
retirement.

• KiwiSaver is perceived 
internationally as an 
exemplary design. It is 
inspiring policy change 
in the UK and Ireland.

5
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Our unique approach actually generates good social & fiscal outcomes

• New Zealand has moderate rates of old 
age poverty relative to other OECD 
countries.

• Also, despite the absence of a mandatory 
private saving scheme, the best evidence 
we have suggests most New Zealanders 
are saving adequately for their retirement. 

• As a result, retirement income adequacy
is not as pressing a concern for policy in 

Social welfare
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Income poverty rates of older people, 2011
Percentage

© The Treasury

is not as pressing a concern for policy in 
New Zealand as it is in other countries.

Fiscal
• New Zealand’s pension system has low fiscal 

costs.

• New Zealand’s tax expenditure on retirement 
saving is also low. In some countries (e.g. 
Australia), tax expenditure is almost as large 
as direct public expenditure on pensions.

In fact, New Zealand is forecast to spend less on 
public pensions in 2050 than the average OECD 
country spent in 2010.
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Our policy settings also encourage individuals to work and save

• There are minimal distortions to labour 
market incentives.

• NZS supports high rates of labour force 
participation by older people because NZS 
income is not subject to means-testing or 
contingent on retirement from employment.

Incentives to work
Labour force participation rates by age, 2011
Percentage

 

0

10

20

30

40

50

60

70

80

90

100

50-54 55-59 60-64 65-69

P
a

rt
ic

ip
a

ti
o

n
 r

a
te

,
%

Age

Australia

Canada

Denmark

Korea

Netherlands

NZ

Sweden

UK

US

© The Treasury

Incentives to save
• Retirement income in NZ is funded via public 

PAYGO and SAYGO (for NZS) and voluntary 
private SAYGO (e.g. KiwiSaver).

• The heavy reliance on PAYGO to fund NZS 
will reduce saving, but the design of NZS 
actually incentivises higher income-earners 
(who have a bigger impact on national 
saving) to save more for their retirement...

• ... because the flat-rate NZS entitlement 
replaces a smaller proportion of their pre-
retirement income, so they must save more 
voluntarily to maintain their standard of living 
in retirement.

Net replacement rates, public pension schemes
Percentage of pre-retirement income
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But New Zealand’s rate of national saving is low

• New Zealand has a low rate of national saving relative to other OECD economies. 
Our saving performance is primarily driven by private saving behaviour (although 
there is some correlation between public and private saving rates).

Gross public saving
Percentage of GDP

Gross private saving
Percentage of  GDP
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Influences
• How can this be if the design of NZS encourages voluntary private saving?

• Also, there is no doubt that the design of our retirement income policy settings 
could go further in encouraging or mandating private saving for retirement.

The answer is that retirement income policy is not the only influence on saving behaviour. 
Other influences include demographics, macro variables (e.g. inflation and the terms of 
trade), and Government policy in areas like health, welfare and taxation. It is very difficult, 
however, to isolate the impact of individual influences on saving outcomes.
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Demographic change will challenge our policy settings

• Over time, the number and average life 
expectancy of retirees is increasing.

• The result: each pension will be need to be 
paid for out of the taxes of fewer working-
age people.

• This will place an increasing tax burden on 
individuals in each succeeding generation. 
Is this durable?

Intergenerational 
equity

Projected age group ratios

15-64  years 65+ years

2006 ����� �

2020 ���� �

2030 ��� �

2050 �� �

© The Treasury

Fiscal 
sustainability

• The cost of NZS will increase substantially 
over the next fifty years. The absolute level 
of expenditure will continue to be low 
relative to other OECD countries, but this 
increase will reduce Government’s ability 
to manage other calls on its resources 
unless retirement income policy is reformed 
or substantial offsetting adjustments are 
made elsewhere.

• Rapid, ad hoc adjustments in response to 
this expenditure path may have significant 
welfare implications.

This challenge is all about choices. 
How many of our resources do we want 
as a society to devote to public 
pensions versus other priorities?

At the moment, this choice is being 
made by default. The cost of NZS is 
increasing on automatic pilot as the 
number of recipients rises and life 
expectancy increases.

If we decide now that this outcome isn’t 
what we want, we will have time to plan 
a smoother adjustment path for those 
who will be most affected by change.

10
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Reform could also improve our saving and investment performance

• NZS is mostly funded on a PAYGO basis, 
with some SAYGO funding through the 
NZ Super Fund.

• Additional retirement income is funded on 
a voluntary SAYGO basis by individuals.

• The PAYGO-based approach to funding 
NZS is not the most efficient approach to 
finance the liability and may generate 
broader distortions across the economy.

Efficiency
So how might greater SAYGO funding of NZS 
yield efficiency benefits?

It could reduce the future tax burden, since 
investment returns are likely to exceed the 
long-run growth rate of the economy.

It could also improve investment allocation if 
individuals have adopted unduly conservative 
strategies to manage investment risk to their 
own retirement income. Government, a long-
lived entity, is better-placed than individuals 
to invest in long-term, high-yielding assets.

© The Treasury

broader distortions across the economy.

External 
imbalances

• New Zealand has a high level of net 
offshore debt due to a persistent gap 
between national saving & investment. 

• These external imbalances imply less 
resilience to macroeconomic shocks 
and may have a more subtle impact 
on economic growth over time. 

• Retirement income policy is one 
influence, among many, on national 
saving. Policy reform could increase 
public and private saving.

Gross national saving and investment in New Zealand
Percentage of GDP
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The next decade offers a golden opportunity to implement change

• We have a window of opportunity to effect change. Over the next 
decade, New Zealand will be in a demographic sweet spot that will allow us 
to implement major change with smaller welfare losses for affected 
generations than will be possible in future decades.

• Change will hurt, but it doesn’t have to hurt so much. If we act quickly, 

© The Treasury

• Change will hurt, but it doesn’t have to hurt so much. If we act quickly, 
we can make well-signalled changes that transform the fiscal outlook – and 
in some cases, the NZS entitlements for affected generations will still be 
greater than the entitlements enjoyed by current NZS recipients.

• We need to start on the groundwork for change. Reform in this area 
requires long lead times, since people need time to adjust and adapt. 
Change within a decade requires action now. 

12
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There is a wide range of options to effect change

In order to develop informed recommendations, we began our analysis by conducting a high level scan of 
the full range of options.

We can provide you 
with a summary of 
the judgements that 
underpinned our 
scan at your request.

 

NZS: raise age of eligibility
and potentially link to longevity

Options for consideration Options to be excluded

NZS: reduce the rate

Other eligibility 
requirements for NZS
e.g. residency...

Alternative NZS models
e.g. PAYGO notional 
accounts, PAYGO defined  

Income/asset testing 
for NZS

Fundamental change
e.g. revisiting the basis for 
age-based pensions

© The Treasury

We used the living standards framework to decide which options to assess more deeply – but added 
another criterion on the tractability of each option, given constraints on resources and timing.

Private SAYGO: abated against NZS

NZS: increased public SAYGO
i.e. resuming / increasing contributions to NZSF

Out of scope

NZS: reduce the rate
i.e. change the indexation methodology for NZS

Note: These options are not mutually exclusive

accounts, PAYGO defined  

contribution schemes, flexi-
super, social security tax...

Taxation of savings & 
investment income

Wider tax system 
changes

In-kind benefits 
e.g. health, GoldCard

Other welfare payments 

KiwiSaver incentives

14

 

 

 

Doc 11
Page 49 of 57 Released



We developed six options in detail to explore different policy directions

a) Raise age of eligibility 
to 67

Reform of NZS 
parameters

Option Summary description

Public SAYGO

Age of eligibility gradually increases from 2020 onwards.

b) Adjust age of eligibility 
for longevity

Age of eligibility gradually raised from 2020 onwards so the 
average individual in each annual birth cohort can expect to 
receive NZS for the same proportion of their life.

c) Lower the wage floor NZS rates gradually transition from the current benchmark 
(66% of the average wage for couples) to 50% of the average 
wage. Takes effect from 2025 onwards.

d) Greater pre-funding Resume contributions to the NZ Superannuation Fund (NZSF), 

© The Treasury

Public SAYGO

Mandatory 
saving schemes

d) Greater pre-funding Resume contributions to the NZ Superannuation Fund (NZSF), 
funded by a 1% tax on income. 

e) ‘Abated’ scheme Mandatory savings balances are used to reduce lifetime NZS 
entitlements at a 25% abatement rate. Mandatory balances 
must be annuitised to replace lost annual NZS payments.

Contributions are 6% of income and begin in 2020.

f) ‘Supplementary’ 
scheme

The age of eligibility for NZS is rapidly raised to 70. Mandatory 
saving balances are used to fund a bridging pension between 
the ages of 65 and 70. All individuals must access the bridging 
pension from the age of 65. 

The Government provides a top-up at a 100% abatement rate 
for any individuals whose mandatory balances are insufficient to 
fund the bridging pension. 

Contributions are 6% of income and begin in 2020.

The public and private SAYGO schemes are illustrative 
only. They are not intended to represent Treasury’s 
‘ideal’ design. Instead, they are intended to have 
sufficient depth to allow us to explore the key trade-
offs in recommending a broad direction for policy.

15
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Adjusting the age for longevity stands out as the single best option

We used criteria developed for the Long-Term Fiscal Statement 
to assess the options against the Living Standards Framework.

Our preferred option is to adjust the 
age of eligibility for longevity.

Longevity adjustments will:

• Resolve permanently fiscal pressures 
associated with longevity increases.

• Allow for a more balanced mix of 
(public) PAYGO and (voluntary 
private) SAYGO funding.

• Increase national saving.

• Fairly distribute costs across 

Assessment criteria

Option (a): Option (b): Option (c): Option (d): Option (e): Option (f):

Raise age

to 67

Adjust for 

longevity

Lower the 

wage floor

Greater 

prefunding

Abated 

scheme

Supp. 

scheme

Sustainability for the future

Fiscal sustainability ↑↑ ↑↑ ↑↑ ↑↑ ↑ ↑↑

Economic growth

Labour force 

participation
↑ ↑↑ ↑↑↑ ↓ ↓ ↓↓

Private saving ↑ ↑↑ ↑↑↑ ↓ ↑ ↑↑

Public saving n/c n/c n/c ↑↑ n/c n/c

National saving ↑ ↑↑ ↑↑↑ ↑ ↑ ↑↑

Increasing equity

© The Treasury

We can provide you with the full 
details of our options analysis at 
your request.

All assessments are relative to the status quo. 

↑ = better         ↓ = worse         n/c = no change

However: We would support a one-off 
increase in the age as a second-best 
policy if adjusting for longevity is not 
politically feasible.

• Fairly distribute costs across 
generations. 

16

Increasing equity

Intragenerational equity ↓ ↓↓ ↓↓↓ ↓ ↓↓↓ ↓↓↓

Intergenerational equity ↑ ↑↑ ↑↑ ↑↑ ↑↑ ↑

Social infrastructure

Policy durability ↑ ↑↑ ↓↓↓ n/c ↓↓ ↓

Compliance n/c n/c n/c ↓ ↓ ↓↓

Ease of administration ↓ ↓ n/c ↓ ↓↓↓ ↓↓

Reducing risks

Resilience against 

external imbalances
↑ ↑↑ ↑↑↑ ↑ ↑ ↑↑

Resilience against 

economy risk
↑ ↑↑ ↑↑↑ ↑ ↑ ↑↑

Resilience against 

investment risk
↓ ↓↓ ↓↓↓ ↓ ↓ ↓↓

Resilience against 

longevity risk
n/c n/c ↓↓↓ n/c ↓ n/c
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The case for further change relies on broader macro considerations

• Substantially reduces fiscal 
pressure and places NZS 
on a permanently different 
expenditure trajectory.

Fiscal pressure

Impact of longevity change Impact of further change Judgement

Intergenerational 
equity

• All of the other options will 
further reduce fiscal costs.

• But how much should 
retirement income policy 
bear the brunt of fiscal 
adjustment to demographic 
change?

• There is not an obvious 
fiscal case for further 
change.

• Reduces entitlements that 
current generations would

have received. 

• Reducing entitlements further 
(through abatement or 
lowering the wage floor) will 

Problem

• There is not an obvious 
intergenerational case 
for further change.

© The Treasury

equity

Efficiency & 
external 
imbalances

• Stronger incentives to work 
and save. National saving 
expected to increase 
significantly over time.

• But New Zealand’s starting 
position is low rates of 
national saving and low 
stocks of capital.

have received. 

• But, if we move quickly, the 
entitlements that affected 
generations actually 

receive will still be greater 
than current entitlements.

lowering the wage floor) will 
generate absolute losses in 
relative entitlements.

• But how much should current 
generations bear the costs of 
demographic change?

• All of the other options will 
further increase national 
saving – some significantly 
so.

• However, some of the options 
will reduce incentives to work.

• Given New Zealand’s 
starting position, we 
should consider further 
change to support 
saving and capital 
accumulation, so long 
as the costs and risks 
are acceptable.

for further change.

17

 

 

 

Doc 11
Page 52 of 57 Released



We support public SAYGO funding in addition to adjusting for longevity

• Risk diversification: reduces 
NZS economy risk.

• Efficiency: public SAYGO can 
allow for a more efficient 
investment strategy if 
individuals are adopting 
unduly conservative strategies 
to manage idiosyncratic risk.

• External imbalances: useful 
tool for managing the cycle. 

• Efficiency: single large fund 

Public SAYGO

Benefits Costs and risks Judgement

• Private saving will reduce 
even as national saving rises.

• Higher investment risk for 
Crown.

• Political economy risk: will 
future Governments raid the 
Fund or use it as an excuse 
to run looser fiscal policy?

• Timing of costs and benefits: 
short term costs are certain, 
but will long term benefits be 

• Requires a judgement 
that our institutional 
frameworks are robust 
enough to quarantine 
the Fund from other 
pressures.

• This is a line call, but 
the risks associated 
with modest pre-
funding are unlikely to 
outweigh the benefits. 

Options

© The Treasury

• Efficiency: single large fund 
generates economies of scale.

Mandatory saving 
schemes

but will long term benefits be 
realised?

outweigh the benefits. 

• We would support 
modest pre-funding.

• Increase in private saving 
(unlike public SAYGO).

• Consumption smoothing: 
mandatory schemes can 
help those who do not save 
optimally for retirement due 
to behavioural factors.

• Compromises key strengths 
of existing policy settings 
(progressivity, incentives to 
work, ease of administration).

• Measures to mitigate 
negative impacts likely to 
reduce public and private 
saving generated by scheme.

• Policy durability: schemes will 
not generate expected fiscal 
savings if the abatement 
mechanism breaks.

• Mandatory schemes 
have major costs & risks.

• Absence of major income 
adequacy problems, and 
existence of KiwiSaver, 
substantially undermine 
behavioural case for 
mandatory saving.

• We do not support a 
mandatory scheme, on 
its own or in conjunction 
with any other option.

Note: We do not consider lowering the 
wage floor as an option here because of 
its significant impacts on old-age poverty.

18
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There are four key judgements sitting beneath our recommendations

• Placing more weight on national 
saving goals would strengthen the 
case for the wage floor option and 
the SAYGO options.

Judgement 1:

National saving goals 
should not dominate 
other policy goals.

Impact of alternative judgements When would we change our judgement?

Judgement 2:

We place a strong 
weight on welfare 
impacts.

• If raising national saving were deemed 
to be an overriding national priority and 
no other policy levers were available to 
achieve the outcomes we sought.

• Placing less weight on welfare 
impacts would strengthen the case 
for the wage floor option and the 
private SAYGO options.

• If current policy settings imposed an 
unmanageable fiscal burden.

• If raising national saving were deemed 
to be an overriding national priority and 
no other policy levers were available to 

© The Treasury

impacts.

19

no other policy levers were available to 
achieve the outcomes we sought.

Judgement 3:

We do care about 
impacts on future 
generations.

• Placing less weight on the interests 
of future generations would weaken 
the case for all of the options, and 
particularly for the SAYGO options.

• If current generations suffered a 
substantial but temporary shock to their 
lifetime earning potential (e.g. war, 
pandemic, economic depression).

Judgement 4:

KiwiSaver is already a 
good response to 
behavioural concerns

• The case for a mandatory saving 
scheme would strengthen if we 
thought that KiwiSaver responded 
inadequately to behavioural 
constraints against saving. 

• If new evidence emerged that 
KiwiSaver was inadequate or 
ineffective.
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We think our recommendations are fair, durable and effective.

• Fairness and durability are crucial to the success of policy reform. 
Previous changes to retirement income policy that did not work within the 
grain of New Zealand’s values and institutions have failed to endure.

• In the Briefing to the Incoming Minister, we will recommend:

� Adjusting the NZS age for longevity.
� Restarting contributions to the NZSF as fiscal conditions allow.

© The Treasury

� Restarting contributions to the NZSF as fiscal conditions allow.
� Maintaining KiwiSaver as a vehicle for voluntary private saving.

• We have also identified one major gap in existing policy settings – regarding 
the decumulation of KiwiSaver balances. We intend to assess whether there 
is a need for Government intervention in this area in the medium term.

• Overall, our recommendations build on the strengths of existing 
policies and, we think, fairly distribute the costs of change.               
We welcome any comments or questions you may have on them, and 
would be happy to provide further analysis or information at your request.

20
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Treasury:2785943v4 IN-CONFIDENCE 3 

                                                                                     

                                                                      

 

                                           

 

                                                                               

                                                                                  

                                                                                     

                                                                                  

                                                                                      

 

                                                                               

                                                        

 

Cook Islands’ Taxation of New Zealand Superannuation  

 

We also wish to make you aware of a related issue which might get media or political 

attention. New Zealand does not generally tax non-residents’ New Zealand 

Superannuation payments. The NZ-Cook Islands Tax Treaty preserves the right of the 

Cook Islands Government to tax New Zealand Superannuation payments made to its 

residents. However, the Cook Islands Government has only enforced this from early 

2013. Mr. Neves has faced a large amount of public and media pressure over this 

change, which will require some individuals in the Cook Islands to pay back-taxes.  

 

 

 

Andreas Heuser, Senior Analyst, Financial Markets, 04 917 6012 

 

Fiona Ross, Manager, Financial Markets and International, Financial Markets, 04 917 

6165 

[Information not relevant to request]
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