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�Introduction  

Approaching retirement, individuals are confronted by a range of future risks and uncertainties. The primary worry is insufficient income and the associated danger of outliving one’s capital.  New Zealand has a unique approach for reducing this risk comprising a universal state pension supplemented by voluntary unsubsidised saving. This may be a good model in the face of significant ageing of the population with significant advantages, compared to other countries, of simplicity and cost effectiveness in meeting poverty prevention objectives � ADDIN ENRfu ��(St John & Willmore, 2001)�. Nevertheless, baby boom cohorts are likely to enter retirement with significantly less private pension and annuity provision than previous generations.  

A voluntary regime for private retirement saving poses particular problems for the annuities market, as does a policy of tax neutrality in the treatment of saving under an income tax regime. Under current policy settings many members of the baby boom cohort may have only the state pension as protection against a number of risks such as inflation, poor investment outcomes, increasing longevity and costly long-term care in old age. While New Zealanders have a higher proportion of their assets in owner-occupied homes than happens elsewhere, this equity is not readily accessed.  

New Zealand may be successful in achieving poverty prevention objectives by providing a minimum guaranteed basic income for all residents over 65, but there are likely to be increasingly bitter conflicts over resource shares in the first decades of the 21st century, especially if the economy fails to recover strongly from slow growth and population loss. To be specific, conflict arising from the payment of universal pensions to all over 65 in an otherwise residual welfare state seems inevitable.  

Pension and annuities are neglected areas of inquiry in the retirement income policy debate in New Zealand.  The lack of provisions for the annuitisation of additional wealth in the New Zealand model has implications for the kind of retirement that might be enjoyed by middle-income people, and the fiscal costs imposed on workers.  Compulsory private savings schemes are not currently acceptable in New Zealand as the answer to either the fiscal costs of ageing, nor to meeting the aspirations of middle-income retirees, but new thinking about annuities, compatible with the New Zealand model deserves examination. Any reforms will take time to implement and gain acceptability, but should be implemented as soon as possible if New Zealand is to improve on outcomes for both workers and the baby boom ‘soon-to-be’ retirees�. 

The basic pension and voluntary savings regime

Between 1988 and 1990 government flattened the tax scale and abolished all tax subsidies for saving � ADDIN ENRfu ��(St John & Ashton, 1993, pp 21-45)�. The intent of removing privileges from certain classes of saving was to encourage a better allocation of resources�.  At this time, various compulsory savings schemes, including social insurance were also investigated, debated and considered � ADDIN ENRfu ��(St John, 1992, p.31)�. However, as in the debates to come, the concept of compulsion did not find favour and the simple and traditional basic public pension proved durable and popular.

A multiparty agreement known as The Accord� was signed in 1993 by the three major parliamentary parties: National, Labour and the Alliance�, cementing in the voluntary tax neutral arrangements for private saving. New Zealand Superannuation was to continue as a flat, taxable pension of between 65 to 72.5 percent of the net average wage for couples, linked to private saving by a surcharge or by progressive taxation with similar effects � ADDIN ENRfu ��(St John, 1999b, p.285; St John & Ashton, 1993)�.

The security and stability offered by the Accord was challenged in 1996 by the formation of a coalition government. In principle, both National and Labour could (and should) have refused to negotiate on matters of superannuation in the coalition talks of 1996 with Winston Peters, leader of New Zealand First, pointing to the Accord as the agreed way to make such decisions.  They faced the classic prisoner's dilemma however, as negotiations were kept secret and any party that failed to compromise on this issue faced a possible disadvantage.  The emerging coalition document between New Zealand First and National agreed to the abolition of the surcharge and a referendum on compulsory saving, from which point the Accord did not appear to have a future.

There were serious design problems with the compulsory option put before the public in 1997, to say nothing of the surrounding political acrimony � ADDIN ENRfu ��(St John, 1999b)�.  The public rejected the compulsory savings proposal by a vote of 92.8% In the meantime, the framework set out in the Accord was endorsed by a comprehensive review � ADDIN ENRfu ��(Periodic Report Group, 1997)� as required by the Retirement Income Act 1993. 

New Zealanders have a historical predilection for their simple pension system, a fondness for real estate rather than annuities and pensions, and have firmly dismissed the idea of compulsory savings.  The basic system has so far proved remarkably resilient to knocks, but unfortunately any basis on which the Accord may be reconvened has been almost totally destroyed � ADDIN ENRfu ��(St John, 1999a)�. The events of the last few years, including the latest controversial move to set up a fund for New Zealand superannuation, portends more political dissension in the future.

Tax neutrality and pensions

As in other countries, pension coverage was first provided to the large companies and government employees. The chief beneficiaries of company-based employment tax incentives were long-term career, same company, white, male, high-income employees�. 

The Government Superannuation Fund was established in 1948, amalgamating several previous schemes for public sector employees. By the early 1970s the contributor base was wide, covering employees in the state owned railways, airline, telecommunications sector, and in education, the army, the judiciary, and diplomatic and parliamentary service The intent was to reward longer serving employees and provide a dignified retirement at a suitable age. By 1976, membership had peaked at 130,000 and there were about 30,000 beneficiaries � ADDIN ENRfu ��(Atkinson, 2002, p.8)�.  Reflecting concern about the impact of inflation on fixed pensions, automatic inflation adjustment to pensions was introduced in 1969 for new retirees and some adjustments were also made for existing pensioners. 

In December 1987, far-reaching reforms made New Zealand the only OECD country not to treat private savings for retirement differently from other forms of saving� 

Table � SEQ Table \* ARABIC �1� Different Tax Treatments of Superannuation

�Expenditure tax treatment�(Prior to Dec 1987)�Income tax treatment 1990��Contributions�Exempt�Taxed��Investment income�Exempt�Taxed��Withdrawals�Taxed�Exempt���E/E/T�T/T/E��

Under the new tax regime, contributions to savings plans were made out of after-tax income so that contributions may be described as ‘taxed’ (T). Income accruing as fund earnings is taxed (T) at the company rate of 33%, while withdrawals from the fund are exempt from tax (E). In the terminology used in the subsequent debate, the traditional expenditure tax treatment involves an Exempt/Exempt/Taxed (E/E/T) regime while the new income tax treatment of savings involves a Taxed/Taxed/Exempt (T/T/E) regime. 

By 1st April 1990 the new tax regime was fully operational with the Income Tax Amendment Act 1989 and the Superannuation Schemes Act 1989 providing the necessary taxation and supervisory legislation�. Schemes became ‘registered’ by the Government Actuary rather than ‘approved’ as previously for tax concession purposes. 

New Zealand’s tax regime for retirement income saving no longer distinguished between pension and lump-sum schemes. The registration of schemes was not related to tax treatment but attempted to provide some degree of supervisory control and protection for members. With no tax concessions, there was no restriction on the amount of the employer’s contribution, nor did restrictions apply as to how scheme benefits were to be received, although the trust deed could specify such details. Rather than tight regulation, New Zealand has adopted a full disclosure approach as consistent with free market reforms�.

The demise of company pensions

As might have been predicted, the years following the tax changes resulted in declines in membership and closure of schemes.  In 1997, the first review of retirement incomes policies as required under the Retirement Income Act 1993, noted that while many employers were likely to play some role in the provision of retirement planning “there has been some question about the extent to which they will continue to offer superannuation itself” � ADDIN ENRfu ��(Periodic Report Group, 1997, p.183)�. 

Government Actuary figures on membership of occupational schemes (Table 5) show that there has been a marked reduction in scheme membership since 1990�. There has also been a sharp fall in the numbers of schemes reflecting a high number of terminations and cashing out of benefits. Employers have also been shifting out of employer-sponsored schemes to master or multi-employer schemes, in order to save on administration and other compliance costs.  

Active membership of private sector employer and government employee schemes dropped from 22.6% of the employed labour force in 1990, to 14.9% in 2000. Coverage in private employer schemes shrunk from 18.5% to just 12.3% while coverage in the public sector dropped from 4.1% to 2.6% reflecting the closure to new entrants of the Government Superannuation Fund (GSF) in 1992.

The old GSF, had been in decline since its heyday in the 1970s and by 2000 the numbers of beneficiaries under the scheme outweigh the active members. Replacement schemes for the state sector had 12,162 members (see Table 3).

Table � SEQ Table \* ARABIC �2� Active Membership of occupational schemes

Year �Private

000’s�Government

000’s�Labour force, 000’s�private�total��1990

1991-2�273

-�60

-�1,480�18.5%�22.6%��1993�273�61�1,475�18.5%�22.6%��1994�258�59�1,532�16.8%�20.7%��1995�254�58�1,608�15.8%�19.4%��1996�247�55�1,670�14.8%�18.1%��1997�244�52�1,731�14.1%�17.1%��1998�233�50�1,732�13.5%�16.4%��1999�222�49�1,741�12.8%�15.6%��2000�217�46�1,766�12.3%�14.9%��

Source: � ADDIN ENRfu ��(Government Actuary, 2001)�



Table � SEQ Table \* ARABIC �3� Types and importance of registered superannuation schemes 1990-2000

Nature of the scheme�Schemes

No

1990�Schemes

No

2000�Assets

$B

1990�Assets

$B

2000�Membership

000s

1990�Membership

000s

2000��Private�508�60�0.058�0.032�550�94��Employer 1�2,242�694�9.5�10.6�311*�248*��Employer 2�0�8�0�0.25�0�12��Retail�113�127�1.5�8�236�448��Total�2,863�889�11�19�547�708��

Source: � ADDIN ENRfu ��(Government Actuary, 2001)�



Notes: Private schemes are those set up by individuals for themselves and family. Employer (1) schemes are employer sponsored private schemes including the National Provident Fund. Employer 2 schemes are public sector schemes that were set up after the closure of the GSF. Retail schemes are those schemes available to the general public.

* These figures include 34,644 pensioners for 1990 and 28,735 for 2000





Assets in private sector employer sponsored schemes have increased minimally, from $9.5 billion to just $10.6 billion so that real assets have actually fallen by round 8%.  The GSF has $3.45 billion of assets (as at June 2000), with a further unfunded net present value of  pension liabilities of around $8 billion. 

As occupational schemes have fallen in coverage and importance since 1990, retail schemes have grown significantly in members and in assets (Table 3). Excluding the GSF, they hold $8 Billion of total assets or 41% of total funds in registered superannuation schemes. Many of the members of these schemes will be retired or may belong as well to employer-based schemes�. 

Table � SEQ Table \* ARABIC �4� Membership in defined benefit and defined contribution schemes�

�Defined Benefit

�Defined Benefit �Defined

Contribution�Defined

Contribution�Total�Total��Year�1990�2000�1990�2000�1990�2000��Total assets

($m)�6691�6160�2817�4479�9508�10640��Total members �101,217�77,175�209,524�170,540�310,741�247,715��Source: � ADDIN ENRfu ��(Government Actuary, 2001)�



Membership of employer-sponsored registered defined benefit schemes fell 24% between 1990 and 2000, while defined contribution scheme membership fell 18.6% (see Table 4). 

Women are far less likely to belong to a superannuation scheme and those who do belong contribute far less than men (and hence receive far less employer subsidy). In 2002 it is estimated that only 70,000 employed women have employment-based superannuation, or just 8% of the employed female workforce�. 

If employment-based superannuation affords one of the best ways of saving for retirement, the decline in coverage bodes ill for the future well-being of both men and women in retirement.

Pensions in retirement

Total numbers with private pensions are around 80,000 or about one in six of those aged over 65.  The majority (47,031) of pensions currently in force are from the GSF�, (see Table 5).  Pensioner members of private occupational schemes numbered 34,741 in 1990, declining to 28,735 in 2000�. 

Table � SEQ Table \* ARABIC �5� Membership of the GSF as at June 2000

�Female�Male�Total�� Armed Forces�352 �2,734 �3,086 ��General scheme, excluding Islands�5,934 �11,620 �17,554 ��General scheme, Islands only�388 �475 �863 ��Police�265 �2,623 �2,888 ��Prison Service�28 �214 �242 ��Total active contributors�6,967 �17,666 �24,633 ��Pensioners�17,675�29,356�47,031 ��Deferred pensioners�162�4,999�5,161 ��Source � ADDIN ENRfu ��(Government Actuary, 30 March 2001)�. Note inactives not included.

The Government Actuary’s analysis of a survey of private employer subsidised defined benefit schemes showed an average pension of $6326. For the GSF, the average annual inflation adjusted joint life pension for a retired male member is $14,204 and for a female is $9875. Pensions in payment to single people and to spouses are smaller at $7142 (male), $6570 (female). 

� REF _Ref11742303 \h ��Table 6� shows few have pension incomes that provide more than 50% of retirement income, and women have far less pension income on average than men.







Table � SEQ Table \* ARABIC �6� Proportion of people over 65 with income from private sources and private pensions, as proportion of yearly income, 1995/6.

�Men�Women �Total��Numbers >65 �143,500�193,000�336,400��

% of those >65 with private income

 <25%(total income)

25-49%

50-75%

    >75%�



54.4%

20.5%

17.6%

  7.4%

�



71.7%

18.6%

  7.3%

  2.4%



���TOTAL�100%�100%���

% >65 with income from private pensions

<25% (total income)

  25-49%

  50-74%    

     >75%�





7.8%

6.4%

7.2%

----



�





3.8%

4.9%

0.9%

---



���Total % of >65 with private pension income�21.4%�9.6%�14.7%��Source: Derived from Statistics New Zealand � ADDIN ENRfu ��(1997)�.

Note that the table excludes those with no regular income, and is based on the Household Economic Survey that excludes those living in institutions



The shift to defined contribution plans from defined benefit plans in New Zealand reflects not just the changed tax environment, but a world-wide trend � ADDIN ENRfu ��(Disney & Johnson, 2001, pp 23-27)��. Admirers of the traditional pension arrangements may deplore this shift, but labour market changes make it probably inevitable. Barr (2001) for example argues, reluctantly, that the new realities of the modern world; increasing globalisation; labour market mobility; different family structures including more divorce, make defined contribution plans more practical. The growing problem is what to do with the lump sums so generated, driving the increased attention to the annuities market.

The Association of Superannuation Funds of New Zealand, ASFONZ � ADDIN ENRfu ��(2001)� surveyed private schemes and found that the vesting periods appear to be shortening although the sample surveyed is limited. They found that compared to 1998, fewer schemes in 2001 are open to new members, fewer encourage employees to join or make it a condition of appointment. Significantly fewer pay out in the form of pensions (down to 25.3% from 88.9%) and of those that pay pensions, 72.2% offer 100% conversion to a lump sum.  Just 18.7%� of schemes allow salary sacrifice to give upper income earners the ability to exploit the difference between their marginal rate of 39% and the superannuation tax rate of 33% (see � REF _Ref1312819 \r \h ��3.3�).

Along with a sharp decline in occupational schemes generally, “total remuneration” packages have become more common. In these, income is grossed up and the employee chooses the nature of the savings instrument and how much to save in it, while the employer’s role may be minimal or advisory only. 

Tax issues in the 2000s

The tax regime adopted by New Zealand in 1990 (TTE) for retirement saving works best for superannuation schemes if the tax rate system is fairly flat. That way, the contributions tax rate applied to employer contributions, the tax rate on fund earnings and the marginal tax rate of contributors will be similar. 

Once the middle tax band was lowered in 1996 and 1998 as shown in Table 7, there were big disparities between taxes paid in superannuation funds and the marginal rates actually faced by middle income earners. Employer fund contributions (under a withholding tax SSCWT) and earnings in the fund are taxed at 33% and thus the regime is tax penal for anyone on only a 21% tax rate�.

Despite the best endeavour of a working party � ADDIN ENRfu ��(TOLIS, 1997)� to resolve this issue, there were no easy answers and the problem remained, doubtless contributing further to the fall-off in membership of employer sponsored superannuation schemes. 



Table � SEQ Table \* ARABIC �7� New Zealand Tax Schedule for personal income tax

Bracket�Effective marginal tax rate* 

1988-1996�Effective marginal tax rate* 

1/7/98-1/4/00�Effective marginal tax rate* from1/4/00��$0-9500�15�15�15��$9501-30895

30,895-38,000�28

33�21

21�21

21��$38,001-60,000�33�33�33��$60,000+�33�33�39��	* Includes the low income earner's rebate 



When in 2000, the top rate was raised to 39%, superannuation schemes actually became tax advantaged to those earning over $60,000. The Taxation (FBT, SSCWT and Remedial matters) Act 2000 imposed a fund withdrawals tax (FWT) to reduce the ability of high-income people to use superannuation vehicles as a short term way of avoiding the 39% rate. 

The significant tax advantages from saving in employer-sponsored schemes for high-income superannuation fund members arise from the saving of 6% on employer contributions, and the 6% on fund earnings tax�. A $20,000 employer contribution alone saves $1200, which already provides a 6% return on the investment. The withdrawals tax is not onerous as there are wide exemptions to its provisions � ADDIN ENRfu ��(Woodbury, 2000)�. Thus it is likely that there will be increased use of ‘salary sacrifice’ among high-income earners to exploit these advantages. 

It is somewhat ironic that a left leaning government has managed to help only the highest paid with significant tax advantages, while leaving unresolved the tax penal treatment of those who pay tax at a marginal rate of 21%. No easy answer to this dilemma exists. Attribution or imputation of employer contributions and fund earnings to individual members to be taxed at their own MTRs would be complex and perhaps infeasible for defined benefit schemes. There is another problem; abatement of family assistance measures already may push members with children on to effective marginal tax rates over 50%�.

Introducing a flat 27% tax, say, for all super schemes would help the middle-income groups, but benefit the top earners even more. Such a tax rate would justify a raft of stiff regulations to make sure that superannuation schemes genuinely met the objective of improving income in retirement.

In 2001 the Government reviewed the basis on which private savings are taxed, or might be otherwise encouraged, with the proviso that:

  ..any incentives would have to meet the requirements that they were fiscally affordable, did not crowd out other Government spending and added to overall savings levels, rather than merely shifting the form of savings’ � ADDIN ENRfu ��(Cullen, 2001)�.

Dr Cullen initially proposed a "parallel option" to the current taxation regime for superannuation, under which contributions continue to be paid from taxed income, investment earnings are tax free, and benefits are partially taxed. This is referred to as TEt (or Taxed, Exempt, and partially taxed) compared to the current TTE�. There would be a limit on the annual contributions and a limit on the amount that could accumulate within the scheme. The scheme would be required to lock in the benefits for a period or until a specified age is attained and to provide a portion as a pension. 

There were concerns in the industry that compliance would be difficult and would require new schemes that are distinct from existing schemes. A committee set up to review the tax system chaired by Rob McLeod did not recommend the reintroduction of tax incentives for private saving � ADDIN ENRfu ��(Tax Review 2001, 2001)�. The committee did not, however, solve the problem of the over-taxation of Superannuation for the majority of workers. It recommended a two-step tax scale (18% and 33%) that would result in an even bigger marginal tax rate disadvantage than before for middle income member of superannuation schemes. The committee made no attempt to quantify the effects of their recommendations on the income distribution.

The Labour government persisted with promises of imminent announcements on saving incentives. In January 2002 it was decided that tax incentives for private saving would not proceed in the current year after all, citing reasons of fiscal tightness. A report of Officials � ADDIN ENRfu ��(Treasury, 2002)� noted that it was difficult to ascertain the exact goals government wanted to achieve and that none of the options examined (tTE,TET,Tet) were able to meet all the objectives.

As in the past when tax incentives have been considered � ADDIN ENRfu ��(Periodic Report Group, 1997; Report of The Taskforce on Private Provision for Retirement, 1992)� it was difficult not to conclude that the advantages are likely to go to the people who least need an incentive to save, and that overall savings are unlikely to be enhanced. The Treasury report on balance indicated that if a tax incentive was to be reintroduced then a very limited one (with a cap on contributions of $1000-2000) with an upfront incentive was best:

Officials do not suggest that an upfront incentive is likely to make savings more realistic for many low to middle income households. Such an incentive scheme is simpler to promote and explain however, which may increase its utilization amongst households with little to no current savings. While no incentive may be likely to appreciably increase savings, Officials prefer a tTE scheme to a TET or TEt incentive because it would result in fewer harmful distortions to investment patterns, it would have a lower fiscal cost and it would create less room for avoidance and tax planning behaviour. � ADDIN ENRfu ��(Treasury, 2002, p.1)� 

In February 2002, the National party announced its policy to reintroduce tax incentives. The shape of these would appear to reflect the minimal tTE model proposed by Treasury. In the May budget, the government endorsed the status quo of no upfront tax incentives, but also signalled an intent to grapple with the over taxation of superannuation schemes with two ideas:

The first is to reduce the employers' specified superannuation contributions withholding tax for those earning under $38,000 to their statutory marginal tax rate.  The alternative is to extend the present 6 percent concessional rate enjoyed by those earning over $60,000 a year to all income earners.  It is my intention that one or other of these changes will be introduced from 1 April 2004.

The Government is not considering upfront tax incentives.  These are likely to have to be very large - with fiscal costs running to many hundreds of millions of dollars a year - before they have any desirable effect on overall savings. Their abolition in the mid-1980s represented sensible tax policy on both equity and efficiency grounds.( Speech, Budget 2002)

To extend the 6% advantage to lower income people without further advantaging high-income people would be difficult. It is now clear that the tax on fund earnings is not to be included in any change but would remain at 33%. If a genuine 6% advantage is to be offered to contributions made by employers for the lower and middle-income groups, the legitimate question is whether there is to be any social pay-off expected for the fiscal and administrative costs involved.

In debate over the past decade there is little acknowledgment that tax incentives, by allowing regulations, can be used to secure wider social goals. This may be because New Zealanders are reluctant to revisit that world of rules and regulations. Thus there has been no virtually no discussion of the decumulation phase and how tax incentives if accompanied by appropriate regulation might exert a socially beneficial influence on the nature of the retirement saving. Indeed the power to ensure regular income as opposed to lump sums may be the only economic justification. To date, annuities and pensions and their interaction with the state pension and other aggregated expenditure have been ignored.  

Annuities in New Zealand

The attitude to annuities in the New Zealand retirement market has been ambivalent at best. Estimates from the Industry show that annuities-based funds account for only an estimated $300 million to $400 million out of an estimated $40 billion of managed funds in New Zealand.  The average annuity in force in December 2001 is just $4,999 for just 5641 policies. 

Financial assets, such as managed funds, deposits in banks etc are only a part of household wealth. Holdings of non-financial wealth are much more significant.  Bayliss � ADDIN ENRfu ��(1996, p3-5)� included housing and business assets, to estimate a total gross household wealth of $450 billion and net assets (excluding debt) of around $400 billion. Of this, managed funds are about 10% and annuities about 0.1%.



Table � SEQ Table \* ARABIC �8�  Annuities in New Zealand�

December Year�Value of annuities in force  $m�Policies��1987�22.4�3,522��1988�19.8�4,264��1989�22.8�4,846��1990�24.5�4,428��1991�34.4�4,694��1992�34.7�4,704��1993�39.6�5,521��1994�38.3�5,400��1995�39.6�5,297��1996�36.5�4,853��1997�28.1�6,079��1998�28.9�6,008��1999�28.7�5,896��2000�33.7�5,719��2001�28.2�5,641��

Source: Investment savings and Insurance ISI, 2002



Few members of superannuation schemes, if any, purchase an annuity, and while there are some financial advisors� who are fond of annuities there is little sign that the market will spontaneously develop. The main business has arisen from superannuation schemes winding up and cashing out their pensions to provide purchased annuities. There is evidence of pricing with low or even negative rates of interest to discourage business and some companies are selling only a handful of policies a year�. 

Analysis of annuity rates in New Zealand

Aon Consulting collects statistics from the providers of annuities with data going back to 1993. Between 1993 and 2002 the numbers of active suppliers of annuities fell from 9 to 4. Typically the annuities offered are life annuities with remaining capital repaid to the deceased estate if death occurs within ten years. However, individual companies will price tailor-made annuities. The usual variants are joint life and a fixed annual adjustment for inflation of say 2% per annum. Table 9 gives annuities for men and women aged 55 and 65 as at August 2001 from the four major providers, purchasable from a capital sum of $10,000 and $100,000 respectively. For any given month, rates differ markedly by

Size of contract

Gender

Company 



Table � SEQ Table \* ARABIC �9� Tax paid annuity per year (10-year guarantee), $10,000 and $100,00 August 2001

 �Male Lives Aged�Female Lives Aged�� �55�65�55�65��AMP�497.76�647.88�450.96�584.64�� �5,494.08�6,963.36�5,038.20�6,340.44��Sovereign Assurance�565.8�703.68�506.88�615.96�� �6,018.96�7,396.92�5,429.04�6,520.32��Royal Sun Alliance�537.12�657.6�483.6�578.88�� �6,105.96�7,350.48�5,553.00�6,538.88��Tower Employee Benefits�592.88�725.74�530.49�641.71���6,121.97�7,483.52�5,482.59�6,622.38��Source: Aon Consulting, Actuaries and superannuation consultants, Quarterly Annuity Survey.  Benchmark interest rates 5years 6.53%, 10 years 6.68%



While it might be expected that $10,000 would buy an annuity that is one tenth as large as one purchased for $100,000 it is typically only round 92-93% of this. This suggests that fixed costs of annuity provision are high and that small annuities are particularly unattractive to suppliers. On the demand side, it is hard to see what the market would be for a small annuity, as those of the better-off who expect to be longer-lived would spurn them, and those less wealthy who expect to be shorter-lived would find them a bad bargain.  Indeed, as expected, there are few sales in this range. 

There is considerable difference between the tax-free annuity paid to men and that paid to women for the same capital sum. Table 10 shows that mean annuities for women are around 89% that of men’s at the same age.

Table � SEQ Table \* ARABIC �10� Gender and company variability of annuities provided in New Zealand, Purchase price $100,000, age 65 December 1993

Company���������Men $

pa�Women$

pa�Difference

pa���AMP��8360�7430�930���Colonial Mutual��8800�7839�961���Metropolitan Life��8439�7544�895���GRE��8321�7335�986���National Mutual��8461�7495�966���NZI Life��8547�7604�943���Prudential��8254�7285�969���Sun Alliance Ltd��8623�7623�1000���Tower Corporation��8597�7608�989���mean��8489�7529�960���median��8461�7544�917���Source: Aon consulting annuities survey 1993



The spread between companies at a point in time is large. For a male aged 65 the largest difference between companies for December 1993 was $546 in annual annuity, which is around $8400 over 15.5 years of average life expectancy for men. For women for the same month, the difference between the largest and smallest annuity is $554, or over $10,500 for 19 years of an average life expectancy.

Over the period 1992-2001, the worst a male would have done is to buy from AMP in December 2001 (annuity of $6,963) and the best is to buy from AMP in October 1994 (annuity of $9,786). The difference in annual annuity is $2823, or $43,756 over 15.5 years average life expectancy. For a female the worst is $6,310 in December 2001 from Royal Sun Alliance, the best is $8,874 from AMP in October 1994. The difference in annual annuity is $2564 or $48,716 over 19 years average life expectancy.� 

The money's worth ratio MWR is the ratio of the expected present value of annuity payments to the premium paid in the market for that annuity and is always less than one. MWR studies were pioneered in the USA  � ADDIN ENRfu ��(eg Finkelstein & Poterba, 1999; Poterba & Warshawsky, 1999)� and are a growing feature of pension studies eg � ADDIN ENRfu ��(Congressional Budget Office, 1998; Doyle, Mitchell, & Piggot, 2001; James & Vittas, 2000)�. Factors such as administration, marketing and profit costs and the choice of interest rate to discount future payments influence the MWRs. 

There are two ways to think of MWRs:  from the perspective of an annuitant who is likely to be in a pool that has greater average longevity than the population at large, and the perspective of the average member of the public.  The first perspective, requires the use of special annuitant life tables and gives a measure of the overheads and other costs. The later perspective, investigated here, requires the use of general life tables and reflects the additional cost of adverse selection. 

The mean annuity for men, aged 65, purchase price $100,000, using the December results in each year from 1993-2001 is summarized in Table 11. Table 12 gives the present value of mean annuities with a 10-year guarantee based on the after-tax, 10-year benchmark interest rate using standard mortality tables for 1995-97.  In principle, this estimates an actuarially fair price for the general population, excluding any overhead costs.  The difference between this figure and the purchase price of $100,000 can be attributed to cost loadings for marketing and profit, adverse selection which causes the longevity of the annuitant pool to differ from the general population, and an allowance for expected improvements in longevity. The ratio of the present value of the annuity stream to the premium paid  gives the money’s worth ratio (MWR).

�Table � SEQ Table \* ARABIC �11� Value of  an annuity, purchase price $ 100,000, : 1993-2001 December months 

A) men aged 65                                                                                                                                                                                                                                                                                                                                                                                                                                                    

Company�1993�1994�1995�1996�1997�1998�1999�2000�2001��AMP�8360�9618�8883�8735�8548�8014�7687�7569�6963��Colonial Mutual�8800�9636�8617�8414�8493��7647�7260�7161��Metropolitan Life�8439�9440�8748��������GRE�8321�8803�9292��������National Mutual�8461�9517�8351�8159�7823������NZI Life�8547�9604�8841�8631�������Prudential�8254�9366�8545�8545�8383�7903�����Sun Alliance Ltd�8623�9743�8915��8598�8016�8059�7660�7187��Tower Corporation�8597�9530�8706�8793�8596��8070�7953�7258��Spread-low-high�546�940�941�834�775�111�412�693�295��Mean�8489�9473�8766�8546�8407�7978�7866�7611�7142��Median�8461�9530�8748�8588�8520.5�8014�7873�7615�7174��standard deviation�171�275�266�233�297�65�230�285�126��interest rate  5 year�5.95�8.99�7.16�6.88�6.8�3.72�6.91�6.41�5.95��interest rate  10 year�6.29�8.95�7.02�7.03�6.68�5.56�7.08�6.34�6.44��After-tax risk-free rate�4.2�6.0�4.7�4.7�4.5�3.7�4.7�4.2�4.3�� Source � ADDIN ENRfu ��(Aon Consulting New Zealand Ltd, 1993-2002)��B) Women at age  65 

Company�1993�1994�1995�1996�1997�1998�1999�2000�2001��AMP�7430�8702�7946�7801�7609�7075�7090�6957�6340��Colonial Mutual�7839�8688�7652�7460�7523��6777�6381�6310��Metropolitan Life�7544�8581�7872��������GRE�7335�7828�8331��������National Mutual�7495�8581�7409�7211�7139������NZI Life�7604�8694�7907�7783�7435������Prudential�7285�8428�7601��7683�6944�����Sun Alliance Ltd�7623�8775�7923�7601�7606�7078�7190�6782�6389��Tower Corporation�7608�8499�7709�7796���7153�7030�6411��Spread-low-high�504�947�922�590�544�134�376�649�

101��Mean�7529�8531�7817�7609�7499�7032�7053�6788�6363��Median�7544�8581�7872�7692�7564.5�7075�7121.5�6869.5�6364.5��standard deviation�168�285�285�266�263�233�238�290�196��interest rate  5 year�5.95�8.99�7.16�6.88�6.8�3.72�6.91�6.41�5.95��interest rate  10 year�6.29�8.95�7.02�7.03�6.68�5.56�7.08�6.34�6.44��After-tax risk-free rate�4.2�6.0�4.7�4.7�4.5�3.7�4.7�4.2�4.3��



Table � SEQ Table \* ARABIC �12� The money’s worth of annuities 1993-2002

a) men* 

�1993�1994�1995�1996�1997�1998�1999�2000�2001��Mean annuity�8489�9473�8766�8546�8407�7978�7866�7611�7142��After interest rate  10 year�4.2�6.0�4.7�4.7�4.5�3.7�4.7�4.2�4.3��NPV annuity�95,624�93,103�94,957�

  92,574�92,492�93,545�85,208�85,733�79,817��Money’s worth ratio�0.96�0.93�0.95�0.93�0.92�0.94�0.85�0.86�0.80��*Annuity cost at an after tax 10year benchmark  interest rate

Using NZ LT 95-97



b) women* 

�1993�1994�1995�1996�1997�1998�1999�2000�2001��Mean annuity�7529�8531�7817�7609�7499�7032�7053�6788�6363��interest rate  10 year�6.29�8.95�7.02�7.03�6.7�5.56�7.08�6.34�6.44��NPV annuity�94060�92151�94,256�91,748�92,030�92,790�85,044�85,569�79494��Money’s worth ratio�0.94�0.92�0.94�0.92�0.92�0.93�0.85�0.86�0.79��*Annuity cost at an after tax, 10year benchmark  interest rate

NPV using NZLT 95-97



�The data in Table 12 show that over the 1990s, the MWRs of annuities has fallen considerably for both men and women. MWRs have been generally improving in other countries � ADDIN ENRfu ��(Wallister, 2000)�. In part, the time dimension to a downward trend in MWRs in New Zealand may reflect a growing awareness of improving longevity on the part of providers�, but is likely to also reflect antipathy to this low profit and risky product by suppliers, and extreme apathy from purchasers especially those on lower incomes for whom money in the bank looks a much sounder idea. Annuities provide little by way of commission, as there is no need for an agent’s ongoing monitoring and advice, and are hence unlikely to be marketed strongly. They are inflexible, lack full inflation indexing, and low and middle-income people suffer excess taxation on the earnings of the supporting fund.

Table 13 shows the expected present value for the mean annuity for men and women since 1998 (data from Table 12) using the after-tax rate of interest at the 21% rather than the 33% tax rate. The actuarially fair purchase price of the average annuity for women (2001) falls from $79,494 to $74,749. 

Table � SEQ Table \* ARABIC �13�  Money’s worth ratio: the impact of using a 21% tax rate 1998-2001

�1998

men�women�1999

men�women�2000

men�women�2001

men�women��After tax interest �4.4�4.4�5.6�5.6�5.01�5.01�5.1�5.1��NPV of annuities�88,463�87,070�79,606�78,744�80,571�79,742�75,034�74,749��Money’s worth ratio�0.88�0.87�0.80�0.81�0.81�0.80�0.75�0.76�� Source: Based on data from � ADDIN ENRfu ��(Aon Consulting New Zealand Ltd, 1993-2002)�



Compared to the actuarially fair price for an annuity based on a risk-free rate of return, 10-year guarantee, no-profits, no overheads, and using average population longevity, current annuities seem expensive. In 2001, both men and women pay approximately 20%, or $20,000 over the NPV, rising to around $25,000 if they are on the 21% tax rate rather than the 33%. Women receive annuities that are around 11% less than men’s, but live longer and thus collect them for longer. Because they live longer they are affected for longer by the consequences of buying the annuity at the wrong time or from the worst priced company. 

Thin markets

The results of the above section can be taken as indicative only, especially for the later years when the data is sparse. It is hard to interpret MWRs when they may be biased by pricing, in some cases, to deter purchasers. If annuitant life tables are used, MWRs are higher showing better value for existing annuitants, who have better longevity than the average members of the population. The intent here has been to show that the market is now priced to be a clear deterrent to the average member of the public, which may have policy implications for the role of the state.

The under-development of the annuities market in the case of New Zealand is possibly related to the perception that the state pension adequately performs the role of an annuity and the lack of any mandatory requirements to take an annuity from superannuation schemes. It is also likely to reflect severe informational asymmetries, a small population, a punitive tax regime, a do-it yourself mentality to investment, unattractive pricing, ignorance as to the role of annuities and a lack of wealth accumulation apart from the family home on retirement. 

The bequest motive is another significant reason for the lack of demand for annuities. An unfair annuity cost due to adverse selection and overheads can interact with an intentional bequest motive � ADDIN ENRfu ��(Friedman & Warshawsky, 1990)�. An expectation of a bequest may also be used to elicit the desired caring family behaviour towards the older person. Expensive medical costs may be another reasons for maintaining non-annuitised wealth, especially long-term care in the absence of social or private insurance � ADDIN ENRfu ��(Wallister, 2000)�. 

In the NZ context nominal annuities only are provided�. Annuities that increase a set amount each year are also sold but are likely to be unattractive in terms of the starting annuity value. Unanticipated inflation is dangerous to an annuitant, and annuities that increase by a fixed percentage each year do not really address this.

While an annuity should protect the income position of the retired person for as long as they live, they may also lock in a conservative investment strategy. More recently the international focus is changing as the competitiveness of annuities improves�. In particular it is recognised that if the annuity is to keep pace with improving living standards, the investment policy should favour growth assets. Participating annuities allow annuitants to participate in the profits earned by insurance companies. These may arise from better investment results, more administrative efficiency, or outturns in longevity that are favourable compared to assumptions.  Variable annuities link payouts to the performance of some underlying asset.  

In a country the size of New Zealand, competing insurance markets have a small pool of annuitants and little reliable actuarial data on annuitants on which to base pricing of simple annuities, let alone a range of products. 

Reverse home mortgages 

There is little international evidence of the success of schemes that provide access to the capital tied up in owner-occupied housing known variously as Reverse Annuity Mortgages (RAMs), home equity conversion loans (HEC), or home equity release (ER) schemes. There has been little interest in New Zealand in these types of instruments for financing general income needs in retirement, with the market suffering from the same problems as annuities � ADDIN ENRfu ��(Davey, 1998; Report of The Taskforce on Private Provision for Retirement, 1992)�.

The potential for HEC/ER schemes is high, given the penchant for property, especially owner-occupied real estate as the investment of choice for most New Zealanders. There has also been very little, if any, public discussion about the use of such instruments to provide additional finance for ongoing expenses or for financing long-term care. In part, this reflects overseas difficulties with such schemes that have affected perceptions of safety, but there are important aspects of government involvement as well which suggest a market is unlikely to develop spontaneously :

The image of HEC/ER has been tarnished by some schemes failing and gaining unfavourable publicity, so marketing HEC/ER products demands a considerable investment in time and effort. Potential clients require a great deal of explanation and reassurance (implying a ‘welfare’ aspect that may not be compatible with profit- driven enterprise. A broader and more balanced public debate may also help dispel many of the negatives and improve the confidence of potential providers. � ADDIN ENRfu ��(Davey, 1998, pvii)�

Government intervention

There is obviously a lot more going on the annuity market than just adverse selection. Government must play a substantial role, if the market failure inherent in private annuities markets is to be overcome. In every country where there is a significant annuities market, there is such intervention. Typically, adverse selection may be overcome by making annuities compulsory, although risk differentiation may still be permitted such as between men and women�.  The welfare losses from forcing some people into suboptimal (for them) annuitised products, needs to be balanced against the welfare gains from minimising adverse selection. There are broader gains for society as well, that are often overlooked. If people have income for as long as they live, they have some means of contributing to their costs of care in old age. Annuity wealth cannot be gifted away or tied up in trusts, and it is possible to achieve much more intragenerational sharing that would be possible with personalised saving. This is because, ignoring any a defined period of guarantee, those who die young subsidise those who live the longest.

Of course the state pension itself provides the quintessential example of state intervention in the annuities market. It overcomes adverse selection by applying to everyone: the inflation risk by CPI indexing; the investment risk and relative living standards by linking to average wages; the mortality risk by general tax funding. It also has the cost advantage that the balance of the annuity does not go into the estate pool on the early death of the annuitant, as there is no guarantee period.

General health events are currently covered under the social insurance arrangements provided by a public health system. The costs of this service are carried by the taxpayers of all generations. While this is not a Rolls Royce system and increasingly failures of the private insurance market will see fewer old people privately insured for non-urgent medical treatment, at least the public system is in place. For long-term residential care there is no such social insurance available, only a safety net means tested subsidy, and private insurance options are not feasible. Some families may have set up family trust in anticipation of the need for care which enables them to unfairly circumvent the general social edict that a person going into care needs to first use their own resources. Obligation-based early gifting may also hold disadvantages as older people may alienate their assets too soon and the desired filial care may not eventuate 

For those who are caught by means testing, the costs of residential care fall squarely on the retired person, their spouse and the families who may as a result receive lower bequests. Current proposed legislation revolving round the promise to remove asset-testing, runs the risks of helping the rich most, and undermining the expectation that retirement savings are to take care of such contingencies in old age

In the US a suggestion has been made that a portion of social security be set aside for long-term care insurance. Chen � ADDIN ENRfu ��(1993; 1994; 2001)� suggests that rather than intergenerational social insurance, old age care needs to be financed by intragenerational social insurance. The major reason for this suggestion is demographic: the working age population growth is slowing, availability of informal caregivers is falling while that of the retired is rising and will rise rapidly with the retirement of the baby boom generation. His model involves a three legged stool approach of a basic level of coverage under a social insurance plan, supplemented with private long term care insurance and personal income and savings with a safety net for the poor.

Supplementation with private long-term care insurance might also involve a link with occupational pensions and other savings vehicles.

...if out of pocket payments were unavailable for the supplemental private insurance, then, applying the same trade-off principle, it should be possible to link private insurance to occupational pensions and/or saving vehicles, such as Individual Retirement Accounts, Keogh plans and the like that are already in place � ADDIN ENRfu ��(Chen, 1994, p493)�

Chen advocates a trust fund and a five year phase in which the contributions rise from 1% to 5%. The fund would be provide a buffer rather than adhering to the principles of full funding. The three-legged stool approach would see the basic tier of old age care provided by the social insurance. 

Chen’s model is interesting from the New Zealand perspective as it stresses intra rather than inter generational social insurance. It recognizes that private insurance is unlikely to ever be a substantial part of the long-term care package. 

Surprisingly there is little literature devoted to exploring the potential of pooling risks of longevity (requiring lifetime annuities) with the risk of needing long-term care. Murtaugh et al (2001), however propose a method for linking the two risks in a single product in a voluntary market which has the potential to be cheaper by reducing adverse selection, and provide cover for more people � ADDIN ENRfu ��(Murtaugh, Spillman, & Warshawsky, 2001)�. This theme is developed in a recent contribution which it is argued that the combination of a life annuity and long-term care insurance “..has the potential to make them available to a broader range of the population, with minimal underwriting and at lower cost”  � ADDIN ENRfu ��(Warshawsky, Spillman, & Murtaugh, 2002, p.198)�.

There is also some interest from some providers of annuities emerging world-wide. For example, Watson Wyatt has suggested there may be market demand for annuities that trigger additional income for long-term care. Their preliminary modelling for the UK shows that worthwhile income increases could be paid once long-term care became necessary, in exchange for modest reductions in the initial annuity � ADDIN ENRfu ��(Watson Wyatt, 2002)�.

Intergenerational equity concerns

Trends indicate a widening of the income and wealth distribution in the population generally. Among the older age group, the distribution is compressed. While there is little reliable longitudinal data available, the snap shot picture shown by one-off surveys indicates that the majority of those aged 65 and older have very little income apart from the New Zealand Superannuation, and low holdings of assets outside their family home � ADDIN ENRfu ��(Ministry of Social Policy, 2001)�. Nevertheless, those at the very top of the income and wealth distribution, including many of the about-to-retire baby boom generation, gained significantly in 1990s � ADDIN ENRfu ��(Mowbray, 2001)�.  

There are no death duties, inheritances taxes or meaningful capital gains taxes to restrain the growing income and wealth inequality. The use of trusts as an avoidance mechanism to qualify for long-term care subsidies has increased. The reduction in the middle tax rate (see � REF _Ref1375420 \r \h ��3.3�) from 28% to 21%, the movement of the 33% threshold from $30,875 to $38,000, and the abolition of the surcharge in 1998 have all redistributed significant extra income to the highest income and wealthiest superannuitants.

Universal pensions raise concern about equity between generations. In the context of a welfare state that is tightly targeted and a system in which children have lost the right to universal healthcare and a universal family benefit and students no longer have universal tertiary allowances, universal pensions can be questioned. As the traditional universal welfare state retreats, working age taxpayers are paying more directly for healthcare and education and other social provisions than did the currently retired. Almost all other parts of the social benefit system have become tightly targeted with income and means tests � ADDIN ENRfu ��(St John & Rankin, 1998)�.

Where to from here? 

It is clear that under current policies the annuities market will not develop. Pensions from company schemes will become the preserve of the elite career retirees, with fewer of these over time. Few, other than GSF retirees, can expect their pensions to be inflation-adjusted.

It is also likely that despite some recent political rhetoric, the New Zealand government will not adopt significant tax incentives for private saving, and at best, will only ameliorate the tax penal environment for company superannuation.

Some problems are likely to intensify

The pension at its new lower relative level of 65% for a married couple is unlikely to be sufficient to meet expected normal costs of living for many formerly middle income people, although providing an adequate minimum compared to the nation as a whole.

Capital locked up in home equity is generally not available, although the elderly may (and have) developed more flexible responses such down-sizing and relocation.

It will be increasingly difficult for people to know how to manage their capital sums in an uncertain length retirement, with the real possibility that longevity is rising rapidly. 

The costs of long-term care are likely to become a major fiscal pressure especially if asset testing is removed as has been proposed. 

In a tax neutral voluntary regime for private saving, government relinquishes its power to mould savings in desired forms. The government does not and cannot prescribe how retirement benefits must be taken. There is, however, the option of making annuities appealing at the point of retirement. New Zealand’s unique retirement policies fortunately do not preclude subsidisation of the retirees’ annuity market. 

Indeed the government itself is in the best position to initiate an annuities market. A crown entity, managed by a board could be established, not precluding private sector involvement in the long run as the scheme developed. At the time of retirement people could be offered an immediate or deferred, gender-neutral, inflation-adjusted, life annuity based on a tax-free real rate of return, with an added bonus of long-term care insurance. Retirees might purchase this with their cash saving supplemented by some equity share of their owner-occupied home.

More attention to intragenerational sharing of the costs of ageing is needed as the baby boom generation retirement approaches. For example, the subsidy for this market might come from the reintroduction of affluence testing of the state pension. The old surcharge mechanism could be reinvented as a tax credit � ADDIN ENRfu ��(Periodic Report Group, 1997)� so as to be simple and more acceptable�. 

There is just eight years before the first of the baby-boom generation retires. This paper suggests that now is the time for New Zealand to join the rest of the world and give annuities their rightful place in retirement income discussions. 
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� This paper represents work in progress. Comments and criticisms gratefully received

� This generation comprises those born between 1945 and 1965. The oldest baby boomers are aged 55 in 2000 and will retire in 2010.

� The view espoused by Treasury at the time was that tax incentives directed investment flows to the privileged  institutions at the expense of those who would invest more dynamically.

� This Accord was appended to the Retirement Income Act 1993. 

� Later, in 1994, these three were joined by the United Party.

� For a pre-1988 review of private pensions in New Zealand see Ashton � ADDIN ENRfu ��(1988)�; Thomson � ADDIN ENRfu ��(1998)�; St John � ADDIN ENRfu ��(1993)�.

� Both New Zealand and Australia have moved away from the idea that end benefits only should be taxed. Countries with traditional E/E/T models watch the Australasian approach with interest, but it is NZ whose model, at least until recently, has been the purest.

� The Superannuation Schemes Act 1989 emphasises the responsibilities of trustees and applies equally to schemes that are sponsored by employers and those offered to the public via  retail schemes

�  As well as the minimal requirements of the Superannuation Act 1989, schemes must also meet the information and disclosure requirements of the Securities Amendment Act 1996 and the Investment Advisors (Disclosure) Act � ADDIN ENRfu ��(Periodic Report Group, 1997, p. 191)�.

� All registered superannuation schemes whether employer based or retail come under the same requirement of the Superannuation Act 1989.

� Thus double counting may be a problem for the total membership figures as given in Table 3 � ADDIN ENRfu ��(Government Actuary, 30 March 2001)�. Retail schemes have been popular with older people, because of their tax treatment when the surcharge applied to the state pension. When the surcharge was removed in 1998 the incentive to contribute to these schemes diminished. 

� Includes National Provident Fund  but not GSF. Includes pensioners as well as active members

� Author’s estimates.

� Some are paid to younger dependents 

� There was an additional 5,333 pensioners in retail schemes, up from 1,103 in 1990  � ADDIN ENRfu ��(Government Actuary, 30 March 2001)�. These are often small in value, and many have arisen out of NPF public schemes.

� In Canada, the  UK and the Netherlands  however 90% of members still belong to DB plans � ADDIN ENRfu ��(Disney & Johnson, 2001,p.21)�.

� This was a small survey however and there were only 72 responses to this question

� In addition there may be capital gains tax to pay where funds are deemed to be trading. Individuals who invest on their own account may be exempt from such a tax.

� There may be further advantages that accrue in passive schemes exempt from capital gains tax. 

� A voluntary imputation system could have merit however, whereby only those who would benefit would claim an adjustment from the IRD. 

� Contributions to schemes continue to be paid from after-tax income ("T"), scheme earnings are exempt from tax until withdrawn ("E"); and the withdrawal of capital contributions is tax-exempt, but earnings on those contributions are taxed when withdrawn ("t"). 

� Nine life offices have offered annuities but only four: AMP, Colonial, Royal & Sun Alliance and Tower are actively selling them in 2002.  Invincible Life (Now S.I.A. Life Limited) offers Reverse Annuity mortgages, (RAMs).

� Mary Holm, NZ Herald, writes frequently about them. Various fund managers and life companies have spoken form time to time about their potential in New Zealand � ADDIN ENRfu ��(Davies, 2000)�. 

� Sun Alliance Life had sold three annuities in the first four months of 2000, which "almost makes us market leader", quips managing director Tim Sole, reported by Davies � ADDIN ENRfu ��(2000)�.

� Figures are unadjusted for inflation

� Calculations use Life Tables for 95-97. Mortality rates for the general population have improved since then. Life Offices will use special annuitant life tables and may factor into these an allowance for future improvements in mortality.

� The inflation- indexed bonds are provided by the Reserve Bank but they are limited.

� That is, in countries other than New Zealand

� In the USA sex and racial characteristics however are not permitted categories for employment-related pensions or life insurance

� If the parameters of the surcharge paralleled those of the years ended 1998, only about 16% of those over 65 would be affected. The gains in revenue would be substantial, and growing over time
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