Submission to the Periodic Report Group 2003

Susan St John

Senior lecturer

Economics Department

Auckland University

Private Bag 92019

Auckland

New Zealand

fax 09 373 7427

ph 09 3737599 ext 7432

30th May 2003

Ex-deputy chair of the Periodic Report Group 1997

Since the final report of the 1997 PRG Building Stability, there has been only minor progress on retirement policy issues. A number of unilateral changes have been made with some of these reversed, demonstrating, yet again, the necessity for a multiparty agreement and a proper process for making changes. The New Zealand Superannuation Fund is the latest unilateral reform with far reaching economic and political implications.

It is most concerning that the Accord process has been lost, making the 6-yearly periodic reviews somewhat irrelevant because the review will not be examined in a multi-party setting, but appears more directed to the needs of the government of the day. This review is not the wide-ranging look at total retirement income policies, how they interact and whether they might be adjusted in the light of emerging circumstances that was envisaged in the Retirement Income Act 1993 to which the Accord is appended.  

The 1997 PRG believed that the 2003 review would be a critical one. For example, it was recommended that by at latest, 2015, public and private provision should be integrated. There are compelling equity arguments to suggest this should happen earlier, but for any acceptable policy to emerge, widespread active public engagement in the issue is required. There are also be decisions to make about raising the age of entitlement for New Zealand Superannuation and how this should be phased in slowly, with plenty of warning and adequate other support for those in labour intensive occupations. There should also be full investigations into how to encourage later retirement decisions by appropriate adjustments to the state pensions for those who choose to work longer. 

If the PRG 2003 fails to grapple with these issues, the next review, not until 2009, on the eve of the babyboom generation retirement will have a very difficult task to reign in expectations with the necessary parametric reforms. The critical window of opportunity is right now. 

It is unfortunate that the funding for Office of the Retirement Commissioner has been downgraded and the PRG 2003 is a low profile group with limited time and resources. Given that there remains quite insufficient time to conduct the kind of review needed, it is vital that the PRG 2003 itself recommends that a proper, full, well-funded independent review, supported by a full secretariat, be carried out in 2004.

Such a review must initiate discussion on  intergenerational equity and the way public and private superannuation could be integrated with the least negative impact on incentives. The options put forward by the PRG 1997 should form the starting point for such a discussion. It must consider what other modest changes to NZS are needed in the next 20 years, such as to age and level and provide an independent assessment of the role of the New Zealand Superannuation Fund. A critical task is to fully investigate whether the NZ system adequately helps people in the decumulation phase of saving The failures of the annuities market need to be addressed with recommendations for state action.
  The pension costs of an ageing population are only one part of the total picture. A broad look at the risk of ageing including the risk of needing expensive end of life care should also be taken.

I am deeply concerned that with just a few months left to run, the 2003 Review cannot possibly do justice to all the submissions it receives, nor can it hope, with a limited terms of reference and in this short timeframe, to distil a credible consensual wisdom to guide the complex and emerging future. 

� See St John 2003 ‘Helping low and middle income new Zealanders in retirement’ 
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