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The purpose of this bill is to get rid of the inconvenience of the legislative status of the Accord, so laboriously crafted and appended to the Retirement Income Act 1993.  The reasons cited relate the non-observance of the Accord, the passage of the New Zealand Superannuation Act, and recommendations made by the Periodic Report Group 2003 (the PRG).

I consider this bill is ill-advised and not in the best interests of sensible planning for the fiscal pressures in pensions and healthcare expected to emerge during the retirement of the baby-boom generation from 2010.

Submission

The 1993 Accord was purpose-built to stabilise policy making on long-term issues around retirement income. The political parties who were signatories to the Accord had a process for developing superannuation policies that was apolitical to a degree, or beyond the political cycle effects.

The Retirement Income Act mandated 6 yearly reviews beginning with the first in 1993. Between 1993 and 1996 the Accord process ensured that there was relative political peace around superannuation. This was however to be challenged in the election and the events surrounding the coalition agreement.  Since the final report of the 1997 PRG Building Stability, there has been only minor progress on retirement policy issues. It is nevertheless disingenuous to argue that because most of the recommendations of the 1997 review were not implemented that the process has been ineffectual, (as was inferred in the ‘Periodic reports on retirement income’ released under the Official Information Act). 

A number of unilateral changes to superannuation were made in 1998 and later reversed, demonstrating the necessity for a multiparty agreement and a proper process for making changes.  The New Zealand Superannuation Fund, the new government superannuation scheme for employees, and now the abandonment of the PRG process itself, are recent examples of unilateral changes often with far reaching economic and political implications. 

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. 

The PRG 2003 was a very low profile group with limited time and resources and failed to grapple with these issues. It is therefore ironic that their suggestion that the 6-yearly reviews be replaced by an ongoing work programme has been accorded so much significance. If they were unimpressed with their own efforts they could, at very least, have recommended a more robust PRG process. 

The 2003 Review could not possibly do justice to all the submissions it received, nor could it hope, with a limited terms of reference and in a short timeframe, to distil a credible consensual wisdom to guide the complex and emerging future. We now have nothing in the legislation to replace even this meagre focus for retirement policies. 

In 2002 there was a cabinet agreement to repeal the Retirement Act and the New Zealand Superannuation Act be amended to provide for periodic reports- undertaken by the Retirement Commissioner. The NZ Superannuation Amendment Bill however abandons the 6-yearly reviews along with the Accord itself. There is no commitment to any kind of regular independent review process.

In fairness, the 2003 PRG did suggest that instead of the 6-yearly reviews there should be a work programme and that the Retirement Commissioner should conduct a review at the end of 2007. There is however no provision for any of this in the legislation. It is very important to have independent reviews to 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. 

Urgent consideration must be given to what modest changes to NZS are needed in the next 20 years, such as to age and level.  An independent assessment of the role of the New Zealand Superannuation Fund is also critical. Another urgent 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.

It is argued that the Accord is defunct and that there are adequate consultation provisions in The New Zealand Superannuation Act. The Act “has provided a new opportunity for political parties to indicate their support for the retirement incomes policies and supersedes the need for the Accord provisions currently set out in the Retirement  Income Act” ("New Zealand Superannuation Amendment Bill," 2004). There is indeed a mechanism in schedule 4 of the Act for parties to indicate their support of Part 1 of the Act which sets out the parameters of New Zealand Superannuation and Part 2 establishes the New Zealand Superannuation Fund. It is however highly questionable whether this fulfils the spirit of consensual multiparty policy development as envisaged in the Accord. 

In abandoning the 6-yearly reviews, New Zealand has lost a critical independent process for review of retirement policies. 

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