





































































































1 November 1996

RESPONSE TO REQUEST 505, FROM HON JENNY SHIPLEY

RE POLICY ADVICE ON SUPERANNUATION: COMPULSORY SCHEMES,
ISSUES FOR WOMEN AND MAORI

The Ministry of Women'’s Affairs has been approached to provide information on
equity issues and also the impact of compulsory superannuation schemes on minority
groups and, in particular, Maori women and Maori in general.

In response to this request, I have outlined a brief summary of the key issues below.
I am also providing the following documents which discuss these issues in more depth
both in the New Zealand context, and to some extent from an overseas perspective.

The documents enclosed are:

“The Changing Situation of Women and their Opportunities to Save for
Retirement” Judv Lawrence, Chief Executive of the Ministry of Women’s
Affairs. Keynote Address to the Women and Retirement Income Conference,
Wellington, 5 June 1996

“Retirement Issues for Women” Susan St John, Senior Lecturer, Economics
Department, University of Auckland. Address to the Women and Retirement
Income Conference, Wellington, 5 June 1996

“Into the twenty-first century: Where to for Women?” in Private Pensions in
New Zealand: Can They Avert the ‘Crisis’? Susan St John and Toni Ashton,
Institute of Policy Studies, Victonia University of Wellington, 1993, pages 191
-216

Maori Women and Private Provision for Retirement. Te Whakarite Whai
Oranga mo te Wa e Kuia ai te Wahine Maori. Paper prepared by Te Ohu
Whakatupu, Ministry of Women's Affairs, January 1993

“The Compulsory Option”, from Private Provision for Retirement. The Way
Forward. Final Report of the Task Force on Private Provision for Retirement.
December 1992. Pages 49 - 62

Women and Superannuation. A Comparative Analysis: NZ, the USA, Ausrralia
and the UK. Paper prepared for the Ministry of Women's Affairs by Susan St
John. November 1992

IO




























































CONFIDENTIAL 2

7 Option 4 is likely to result in the most behavioural change. This is because the current
income and asset test may have discouraged some older people from accessing care and Option 4
removes all income and asset testing. It provides a consistent regime across all forms of care but
is easily the most expensive of the four options.

8 Options 1, 2 and 4 are likely to create additional demand for places in long term
residential care services. If realised, this additional demand is likely to drive up prices for
services.

10 Each of the policies has been costed on a stand-alone basis and the fiscal impacts on the
operating balance (excluding GST) are summarised in the following table. Finance costs have

been included where the policy costs more than $50m in 1997/98. Further details of the costings
are provided in the body of the paper.

Fiscal Impact! 1997/98 1998/99 1999/2000
$m $m $m

Option 1

Remove income and asset testing - public

- hospital and rest home (20) (15) (15)

- hospital only (15) (15) (15)

Option 2

Remove asset testing - private

- hospital and rest home (145) (135) (135)

- hospital only (30) (25) (25)

Option 3

Remove house from asset test (20) (25) (30)

Option 4

Remove income and asset test - public and

private (240) (235) (245)

Note:  All numbers have been rounded to the nearest $5m. Totals may not add due to rounding.

11 It is important to note that the costings do not take account of behavioural changes such
as:

« increased use of residential care resulting from lower user charges

- changes in the types of care used (public/private, hospital/rest home) that would be likely if
different income and asset testing regimes applied in different care settings

- changes to income and asset profiles as a result of income and asset test avoidance.

12 All of these factors will tend to make the actual costs of the policies higher than the
estimates shown here.

13 Further, it should be noted that the costings are estimates which have been derived using
information from a sample of older people in residential care rather than from a detailed

A positive number indicates an improvement in the fiscal position.
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CONFIDENTIAL 14

the income and assets of all those in care at present. Accordingly there is a significant margin
for error in the figures provided. This is in addition to uncertainty about the impact of
behavioural responses to the suggested policies such as increased demand for services.

60 For nearly all of the policies discussed above, the estimated fiscal costs decrease over the
three years shown. The exception is the costing for removal of the domestic house from the
asset test, where the costs increase quite strongly. The reason for the decrease seen for most
policies is as follows:

» under the current regime the Government's subsidy costs increase over time as people's
assets are run-down and they are less able to contribute to the cost of care;

. when asset tests are removed for a group of people this no longer occurs so the subsidy
costs are higher and more constant over time;

® as a result, the difference between the Government's contribution under the current and
proposed regimes declines over time.

61 On the other hand, costs and the number of people affected increase for the domestic
house option because:

o some residents have other assets, besides their home, which enable them to contribute to
the cost of care in the short term - this keeps the impact of the proposal below its long-
run level

. as these other assets are run-down, the average subsidy increases, which increases the

cost to the Government over time to the long-run level.
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