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State support for young boomers (NZ)

Universal Family Benefit

Option to capitalize Family Benefit for home
deposit

Actually free compulsory schooling
Almost free university

Training Incentive Allowance introduced
1983 gave 2"d chance to beneficiaries

Widespread unionization and fairer division
of industry power and proceeds

Families could survive and thrive on one
income: option of full-time parenting

Those supports are diminished or disappeared...



Those supports are diminished / gone
eg Training Incentive Allowance

Table 4.24 Trends in the number of clients granted one or more Training
Incentive Allowances during years ended December, by types of main benefit
received

Type of main | Training Incentive Allowances granted’
benefit

reI::E de ¢ Year Year Year Year Year

'I\?r a?: i"'rs ended ended ended ended ended

Ince ntige December | December | December | December | December
2003 2004 2005 2006 2007

L ST Number Number Number Number Number
payment in

the year was
granted

Carer's
benefits? 19374 158.650 16,046 13,635 10,695

Invalid's
Benefit 2 6385 2.740 2.870 2 635 2 261

Widow's
Benefit 349 369 299 253 191

Other main
benefits 45 25 0 0 0

Total 22,453 21,784 19,215 16,523 13,147

MSD (2008) Statistical Report



Training Incentive Allowance example (contd)

table TIl.1: Main benefits received by clients granted a Training Incentive Allowance

Type of main benefit received Clients granted a Training Incentive Allowance’

when first Training Incentive

Allowance payment in the year 2007 2008 2009 2010 2011
was granted

Domestic Purposes Benefits 10,961 10,120 9,893 5,051 3,161
Invalid's Benefit 2378 2,435 2,256 1,085 631
Widow's Benefit 198 157 144 71 42
Total 13,537 12,712 12,298 6,207 3,854

In 2003, more than 22,000 people were given an 2" chance at tertiary education.
By 2011, that number had fallen to under 4,000

MSD (2012) Statistical Report



Today, few families can survive on one
income: emergence of the ‘working poor’
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Perry (2014) Household incomes in New Zealand...1982 to 2013, pp. 162



Poverty Risk Ratio: families with children

compared to the 65+
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Perry (2014) Household incomes in New Zealand...1982 to 2013, p. 152



The gap continues to widen: state
assistance under 65 years vs over 65 years
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Where is the state spending?

Treasury projections for government expenses, revenue and debt as % of nominal GDP under the “Resume Historic Cost Growth”

scenario’®
% of nominal GDP 2010 2020 2030 2040 2050 2060
7S

Healthcare 6.8 6.8 7.7 8.9 9.9 10.8
NZ Super 4.3 5.1 6.4 7.1 7.2 7.9
Eclucation 6.1 5.3 5.2 5.2 5.1 5.2
Law and order 1.7 1.4 1.4 1.4 1.4 1.4
Welfare (excluding NZ Super) 6.7 4.8 4.4 4.2 4.0 3.8
Other 6.5 5.6 5.7 5.8 5.9 6.1
Debt-financing costs 1.2 1.8 2.5 4.2 7.1 1.7
Total government expenses 33-4 30.8 33.4 36.9 40.6 46.8
Tax revenue 26.5 28.9 29,0 29.0 29.0 29.0
Other revenue 3.2 3.0 3.2 3.2 3.3 3.6
Total gouernment revenue 29.7 31.9 32.2 32.2 32.3 32.6
Expenses less revenue 3.6 -1.1 1.2 4.6 8.3 14.3
Net government debt 13.9 27.4 37.1 67.2 118.9 198.3

Treasury (2013) Affording our future, p. 4




By the numbers: Recipients of NZS
(aged 65+) 2007, 2010, 2013

End End End
Description March March March
2007 2010 2013

NZ

: 485,907 532,528 606,718
Superannuation

NZ
Superannuation 13,307 12.486 12.656
non-qualified

partners

Total NZS 499,214 | 545,014| 619,374

MSD (2013) Description of New Zealand’s current retirement income policies, p. 4



Expenditure on NZS and VP, before tax

New Zealand Veteran’s Pension Total
Superannuation 000s 000s

000s
Year ended March 2007 $6,675,183 $138,852 $6,814,035
Year ended March 2010 $8,165,022 $179,899 $8,344,921
Year ended March 2013 $10,063,817 $172,605 $10,236,422

MSD (2013) Description of New Zealand’s current retirement income policies, p. 14



Population growth projections at 65+

Medium projections 201213 201617 2122 2031132

585 TEE 540,150 EID,370 1,075,510
% Chanze 15.07% 17.42% 3273

Statistics NZ (2014)



‘Welfare’ spending at 7% nominal GDP:
supplementary assistance to 65+

As at end March 2007 As at end March 2010 As at end March 2013
Proportion Proportion Proportion
Supplement tvoe Numbz; of total A:'fzr:ﬂe Numbz; of total AE\:E'E Number of of total A:virealﬂe
PP P i population J . population y recipients | population J
recipients 65+ payment | recipients 65+* payment 65+ payment
Accommodation | 25694 5.1% $49 | 30,314 5.5% $54 | 35,045 5.6% $58
Supplement
Disability 122,471 24.4% $25 | 129,743 23.6% $26 | 129,123 20.7% $25
Allowance
Temporary
Additional 315 0.06% $48 2,246 0.4% $56 3,253 0.5% $55
Support
Special Benefit 1,292 0.26% $40 670 0.12% $48 383 0.1% $64

MSD (2013) Description of New Zealand’s current retirement income policies, p. 17



More government-funded 65+ services

Mumbers 654+ Mumbers 65+

Humbers @b+ Weeskly mst affected Annual mst (==t ] affected HSnnual st |=st)
ftem: affacted A2 Annual cost MF (est) 2017 H17  (est) 2022 iyl
PHO capitation subsidy 575,510 53191 £117.012, 693 662 239 £134 6245 506 TI7E0 £158, 101,927
High Us= H=alth Card {HUHO 810
Miniztry of Social Development Dissbidlity
Allowance per week (average) 129,042 43000 $201305,520 148 489 4231 642 262 174,355 $271,994.344
In-fioemee care and supoort sEmviaes
{mchuding Mealson-wheels] 60,000 £80.00 £244,600, 000 60,042 L2387, 214, 720 81,069 337, 247524
Brcommod ation Supplemant 29 5849 §55.00 i M [ R 34163 BT A0E 554 40,114 53114 737041
HN Z Income Relsted Rents subsidy 13,124 518227 £124.427. 709 15,106 £143 178 965 17,734 £168, 120,741
MEID Suparted Living Mlowancs 3926 233518 568,427, 667 4518 57873717 5305 592 456176
Total §845,684, 130 %373,128.724 §1,142, 647,752

StatisticsNZ (2014)




Cost of residential aged care at 65+

viEd um projections
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What to do?



\ NZSUPERFUND

, Te heitiakt Tahia Penifiana

hawrmmalua o Aolearoa

More than $26 billion in assets, including
$3.7 billion invested in New Zealand



Poua he Oranga



Multiple reports....

Including: F - |
*Retirement ocusing

Commissioner’s 3-yearly| ©F the Future:

Review of Retirement t to
Income Policies; nment

*Treasury’s Affording
our Future;

*MSD’s Assuring
retirement income o for

Financial Literacy

2013 Review of Retirement Income Policies

and Retirement Income




Demographic change

Age-Sex Structure, Selected New Zealand Territorial
Authorities, 2010

Thames-Coromandel Auckland (Super City)

g5+ [Males males
8084
75-70
70-74
8%-08
80-84
5550
5054
45-40
40 44
< 3530
30.34
25240
20-24
1510
10-14
5.0

5.0 2.5 0.0 265 5.0 &0 2 B 0.0 FR- 2.0
perientage ar #ach age prIcantags ot ach age

Jackson 2011, p. 15



Two types of approaches to a
solution:

* Focus on ‘sustainability’

* Focus on fairness and
intergenerational equity



Focus on ‘sustainability’

Reliance on economic growth
ncrease the qualifying age for NZS

Decrease the S of NZS
Alter the tax structure

Introduce a means test for NZS



Focus on fairness and
intergenerational equity

Recognise the global changes that have
occurred eg Stiglitz (2012) The Price of
Inequality, and Pikketty (2014) Capitalism

Share the costs of the boomers amongst them
(remembering the 40%) and use the
NZSuperFund to back a safe, fair annuity with a
long-term-care add-on (see St John, Dale &
Ashton 2012)

Now is our opportunity to ‘turn silver to gold’



