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INTRODUCTION

In the next five decades, New Zealand can expect to undergo population changes which will have implications for the provision of retirement income, both public and private, as well as for the provision of a wide range of services to the elderly. 

This paper examines several important trends in the changing structure of retirement income provision in New Zealand and their impact on the elderly in different income groups. These trends involve the shifting public/private mix of retirement income, the declining replacement rates of public provision and the increasing vulnerability of older workers in the current labour market. 

NEW ZEALAND'S CHANGING POPULATION STRUCTURE

Like other similar countries, New Zealand is currently experiencing (although in a less pronounced fashion) an ageing of its population. This has involved a redistribution of groups within the age structure, with increasing proportions of people in the older age groups. 

While the ageing of New Zealand's population has been occurring since early this century, the pace of ageing will significantly accelerate after 2011. The current ageing of New Zealand's population is primarily the result of low fertility since the 1950s and 1960s, increased longevity, and annual net emigration in many years since 1975. 

The consequences of ageing will mean that by 2031, the population aged 65 years and over will make up 21% of the total New Zealand population. This compares with just 10% in 1981, and 12% in 1996. This trend is a function of a steep decline in New Zealand's total fertility rate from approximately four births per woman of reproductive age in 1962 to two births in 1995. Significant changes in life expectancy at the other end of the life cycle have also contributed to this phenomenon. Since the early 1960s, the average life expectancy at birth for men has increased from 68 years to 73 years. For women, the equivalent increase has been from 73 years to 79 years. Furthermore, by age 65, men and women in the early 1960s could expect to live a further 12 and 15 years respectively. By the 1990s, at 65 years of age, men could expect to live a further 15 years, while women could expect to live a further 18 years (Statistics New Zealand 1996). 

Along with changes in the age structure of New Zealand's population, New Zealand's sex structure has also changed. Of all people resident in New Zealand at the time of the 1996 Census, 1,840,840 or 51%, were female (an excess of 63,378 females over males). This numerical predominance of women over men, which first occurred in 1968, is the result of the ageing of the population and women's greater life expectancy (Statistics New Zealand 1994). 

Of the various age segments of the population, the elderly (aged 65 years and over) will show the fastest growth during 1996-2031. Under a 5,000 net immigration per annum scenario, New Zealand's elderly population will increase by 16% over the next decade from 422,667 in 1996 to 490,590 by the year 2006. The pace of increase will pick up after the year 2011 when the large baby boom generation begins to enter retirement age, pushing up the number of elderly to 958,970 by 2031, i.e. more than double the number in 1996. By 2031, one in every five New Zealanders will be over 64 years of age, compared with just over one in ten at present. Within the elderly group, the number of those aged 80 years and over will almost treble, from 93,743 in 1996 to 261,170 in 2031, and among them, women will outnumber men by three to two. Children (aged 0-16 years), will comprise a smaller percentage of the population in future, decreasing from about 26% in 1996 to 20% in 2031, if current trends continue (see Figure 1). 

Figure 1   Age Distribution of New Zealand's Population 1981 - 2031
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Projections also indicate a steady growth in the population of the main working-age group (16-64 years), up 18%, from 2.3 million in 1996 to 2.7 million in 2021. During 2021-31, the working-age population is expected to remain stable but will have a considerably older age profile than at present. The working-age population will make up 60% of the total population in 2031, down from 64% in 1996. In fact, the ageing of the workforce is a more potent issue facing New Zealand in the near future than the size of the retirement age cohort (Pole 1997). 

CHANGES IN THE DEMOGRAPHIC DEPENDENCY RATIOS 

The implications of an ageing population are more significant when looked at in relation to the size of the working-age population. The concept of dependency ratios may be used as a guide to the relative burden that dependent persons, i.e. those not economically productive, put on the community. The total dependency ratio is made up of: 

a) 
aged dependency ratio, or the number of persons aged 65 years and over, per 100 persons aged 16-64 years; 

plus 

b) 
youth dependency ratio, or the number of persons aged under 16 years per 100 persons aged 16-64 years. 

The usefulness of this concept is limited by several factors. There may be changes in the age of retirement and in the age at which young people enter the labour force (as influenced, for example, by the raising of the school-leaving age). There maybe variations in labour force participation rates and unemployment levels among the working-age group, and there may be changes in the productivity of the labour force. 

More recently, young people are continuing on to further education once completing secondary school and older people are continuing to be involved in paid employment. In addition, the concept of dependency ratio assumes that only those in the working-age group contribute economically to society (Department of Statistics 1992). 

With the overall changes in population structure, aged dependency is projected to increase and youth dependency, eventually, to decline. The major increases in the aged dependency ratio will occur after the turn of the century when the baby-boom generation reaches retirement age. 

With a working-age population defined as aged 16-64, the elderly (aged 65+) dependency ratio was 16.1 in 1981 compared with 18.2 in 1996. It is projected to rise to 20.2 in 2011 and increase more steeply after that date, so that by 2031 for every 100 persons aged 16-64 there will be 35.8 elderly persons (see Figure 2). 

The total dependency ratio declines slightly in the next 10 years, but is projected to increase markedly from 2011. Thus the decline in youth dependency cannot be viewed as "cancelling out" the effect of the increase in aged dependency, as it will not simply be a matter of transferring resources from the young to the elderly (OECD 1988b).

Figure 2   Demographic Dependency Ratios Working-Age Population Aged 16 - 64 Years 
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While these trends are important in terms of planning for the future, it must be kept in mind that the ageing of New Zealand's population is not as pronounced as it has been in other similar countries. The earlier and marked ageing of New Zealand's trading partners could potentially offer opportunities for New Zealand as a result of increased consumption in these countries by their growing elderly population. Furthermore, there are also advantages for New Zealand in terms of learning how our trading partners cope with and adjust to an ageing population (Cook 1997). 

There are also many other factors which influence the sustainability of universal superannuation, which cannot all be planned for or taken into account. These include, the impact of technological change, productivity gains, economic growth and New Zealand's ability to increase trade and improve its placing in the global market. Vincent (1996) has also argued that, while the populations of "industrialised nations" are ageing, the world population as a whole is "youthful". The potential for labour migration is great and can have a positive impact on the demographic "imbalances" found in industrialised nations. In this context, the future impact of labour migration on the age distribution of New Zealand's population is largely unknown. 

THE SHIFTING MIX: CHANGES IN SOURCES OF INCOME OF OLDER
HOUSEHOLDS

As the attention of policy makers has been focused on the increasing costs of public provision and the pending "demographic crisis", some interesting trends have been emerging which may affect the future role of public retirement-income provision. More specifically, there have been changes in the extent to which older people in different income groups depend on public provision, as alternative sources of retirement income become available to various groups. These trends are manifest in the shifting mix of income from private and public sources. 

According to the 1995-96 Household Economic Survey, there were 313,544 households made up of a single person aged 60 years and over, or a couple where one or both members were aged 60 years and over. These households, for this analysis, have been defined as "older households". The analysis within this report is based on the 1987-88 to 1995-96 Household Economic Survey which is an annual survey of households conducted by Statistics New Zealand. 

Over the 1987 to 1996 period, income from public provision (New Zealand Superannuation and social welfare benefits) made up, with minor fluctuations, roughly half of the aggregate income of older households. In contrast to this relatively constant rate, income from private superannuation provision Gob superannuation, investments and dividends, etc.) increased from 23% to 28% of the aggregate income of older households over the 1987-96 period (see Table 1). 

Table 1 also shows that income from wages and salaries or self-employment (working income) has been contributing a declining share of the aggregate income of these households. 

Table 1   Percentage Shares of Aggregate Income of Older households 1988-1996 

	
	1987-88 
	1988-89 
	1989-90 
	1990-91 
	1991-92 
	1992-93 
	1993-94 
	1994-95
	1995-96

	NZ Superannuation (NZS) 
	49.5 
	54.2 
	51.5 
	51.9 
	55.1 
	52.8 
	52.4 
	49.0 
	49.0 

	Social Welfare Benefits (SWB) 
	1.8 
	2.5 
	2.4 
	1.6 
	1.6 
	1.9 
	2.8 
	3.0 
	2.2 

	Wages and Salary(WS) 
	21.4 
	17.3 
	15.3 
	19.1 
	15.1 
	14.2 
	16.1 
	18.2 
	15.7 

	Self-Employment Income (SE) 
	4.1 
	4.9 
	4.7 
	2.3 
	4.8
	6.8 
	4.3 
	4.0 
	5.0

	Job Superannuation (JS) 
	5.9 
	6.2 
	7.0 
	6.8 
	6.5 
	7.6 
	7.8 
	7.5 
	8.1 

	Other Income (01) 

(investments, dividends etc.) 
	17.1 
	14.6 
	18.9 
	18.0 
	16.6 
	16.5 
	16.4 
	18.1 
	19.8 

	
	
	
	
	
	
	
	
	
	

	Total 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 

	Public Provision (NZS, SWB) 
	51.3 
	56.7 
	53.9 
	53.5 
	56.7 
	54.7 
	55.2 
	52.0 
	51.2 

	Working Income (WS, SE) 
	25.5 
	22.2 
	20.0 
	21.4 
	19.9 
	21.0 
	20.4 
	22.2 
	20.7 

	Private Superannuation 

Provision (JS, 01) 
	23.0 
	20.8 
	25.9 
	24.8 
	23.1 
	24.1 
	24.2 
	25.6 
	27.9 

	
	
	
	
	
	
	
	
	
	

	Total 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 


SOURCE: New Zealand Household Economic Survey 1987-88 - 1995-96, Statistics New Zealand. 

In aggregate however, these figures mask more pronounced trends that emerge in the shifting mix of public and private provision for households of different income levels. 

Table 2 shows that in 1996, public provision made up almost 100% of the aggregate income of older households in the lowest income group (those whose income was in the bottom 20 per cent (quintile 1) of all older households). For those in the second 20 per cent (quintile 2) of the income distribution, public provision continued to account for a substantial proportion of aggregate income (94%) while private superannuation provision accounted for 5% of aggregate household income in 1996. This experience contrasts with that of older households in the middle and upper income groups. In 1996, public provision made up 75% of the aggregate income of those in the middle income group (quintile 3), 52% for those in quintile 4 and a mere 19% of the aggregate income for those in the top income group (quintile 5). Furthermore, the contribution of private superannuation provision to the aggregate income of those in quintile 4 increased from 29% in 1987 to 32% in 1996. For those in the top income group, private superannuation provision increased from 30% in 1987 to 42% in 1996. 

These trends demonstrate both the effects of increased private provision amongst upper income groups, as well as the operations of the New Zealand Superannuation surcharge. In April 1987, private income was taxed at a rate of 18c in the $1 for income above $7,800 for a single person and $13,000 for a couple. By April 1992, super annuitants were taxed at 25c for every $1 above $4,160 for a single person and $6,240 for a married couple. These rates remained unchanged until July 1996, when the exemptions on private income were increased to $4,550 for single people and $6,825 for married couples. 

Table 2   Percentage Shares of Aggregate Income of Older Households by Quintiles of 
Equivalent Household Income. 1987-1996 

	
	Quintile 1
	Quintile 2
	Quintile 3
	Quintile 4
	Quintile 5
	Total

	
	1987-88
	1995-96
	1987-88
	1995-96
	1987-88
	1995-96
	1987-88
	1995-96
	1987-88
	1995-96
	1987-88
	1995-96

	NZ Superannuation (NZS) 
	97.2 
	95.4 
	92.5 
	91.4 
	70.6 
	71.1 
	47.4 
	48.7 
	22.0 
	18.9 
	49.5
	49.0

	Social Welfare Benefits (SWB) 
	0.5 
	4
	0.6 
	3.1 
	5.2 
	4.2 
	2.5 
	3.1 
	0.9 
	0.4
	1.8 
	2.2 

	Wages and Salary(WS) 
	1.3 
	1.0 
	0.9 
	0.4 
	5.6 
	6.1 
	18.7 
	12.7 
	37.9 
	28.0 
	21.4 
	15.7

	Self-Employment Income (SE) 
	-2.6 
	-2.8 
	0.3 
	0.0 
	0.8 
	0.9 
	2.3 
	2.8 
	8.4 
	10.7
	4.1 
	5.0 

	Job Superannuation (JS) 
	5.9 
	6.2 
	7.0 
	6.8 
	6.5 
	7.6 
	7.8 
	7.5 
	8.1 
	
	
	

	Other Income (investments, dividends etc.) (OI) 
	3.3 
	1.2 
	4.5 
	4.2 
	13.8 
	13.0 
	20.4 
	21.7
	22.7 
	29.9 
	17.1 
	19.8 

	Total 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 

	
	
	
	
	
	
	
	
	
	
	
	
	

	Public Provision (NZS, SWB) 
	97.7
	99.4
	93.1 
	94.5
	75.8
	75.3
	49.9
	51.8
	22.9
	19.3
	51.3
	51.2 

	Working Income (WS, SE) 
	-1.3 
	-1.8 
	1.2 
	0.4 
	6.4 
	7.0 
	21.0 
	15.5 
	46.3 
	38.7 
	25.5 
	20.7

	Private Superannuation Provision (JS, OI)
	3.5 
	2.2 
	5.6 
	5.0 
	17.5 
	17.4 
	28.8 
	32.5 
	30.5 
	41.8
	23.0 
	27.9

	Total 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 
	100 


Source: New Zealand Household Economic Survey 1987-88 - 1995-96. Statistics New Zealand. 

An interesting point to note is that the overall contribution of working income to the incomes of older households fell from 25% in 1987 to 21% in 1996. The contribution of working income also fell substantially for the two top income groups over this period. In comparison with other groups of older households in 1996, the two top income groups were the least dependent on public provision. 

In summary, dependence on public provision was high amongst older households in the bottom 40% of the income distribution. In the middle of the income distribution, dependence is lower, but still high, accounting for 75% of aggregate household income. For those in the upper middle of the income distribution and for those in the top of the income distribution, dependence on public provision falls to 52% and 19% respectively. At the same time, private superannuation provision accounts for an increasing share of the aggregate income of those in the top 40% of the income distribution of older households. 

Shifts in the proportion of all income contributed from different sources cannot be considered in isolation from movements in the value of these contributions. Changes in the value of anyone of the components of total income may lead to changes in the proportion of overall income that any of the other components represent, regardless of whether their value has changed. Table 3 provides some context for the proportionate changes discussed above. It shows that overall, mean income from all sources for older households fell in real terms between 1987 and 1996, and that this was the net result of a greater decline in the value of income from public sources than in the value of increases in income from private sources. These trends were not uniform across all the income groups, however. 

Older households at the bottom of the income distribution experienced an overall increase in mean incomes in real terms over the 1987 to 1996 period. This increase was driven solely by a real terms increase in mean public provision, while mean incomes from private provision fell in real terms. 

In contrast, older households in the top income group experienced a slight drop in mean incomes in real terms, even though incomes from private provision rose as a proportion of all income. This drop resulted because the value of increases in mean income from private sources was not as great as the value of the decrease in income from public sources over the 1987 to 1996 period. 

Those older households in the middle of the income distribution experienced a fall in mean incomes in real terms over the 1987 to 1996 period, as a result of declines in the value of income from each source. 

Table 3 also shows that mean public provision for quintile 3 is higher than it is for the bottom quintiles. Reasons for this include the fact that households made up of individuals who for age and residential reasons have not qualified for New Zealand Superannuation, are more likely to be in the bottom two quintiles. 

Table 3  Mean Incomes(1) of Aged Households by Income Source by Quintiles of Equivalent Total Household Income

	
	Public Provision(2)
	Private Superannuation Provision(3)
	Total Income

	Income Groups 
	1987-88 
	1991-92 
	1995-96 
	1987-88 
	1991-92 
	1995-96 
	1987-88 
	1991-92 
	1995-96 

	Quintile One 
	$11,783 
	$14,528 
	$14,619 
	$435 
	$425 
	$333 
	$12,059 
	$15,113 
	$14,689 

	Quintile Two 
	$17,034 
	$14,126 
	$14,937 
	$1,032 
	$471 
	$802 
	$18,289 
	$14,646
	$15,807

	Quintile Three 
	$16,073 
	$15,975 
	$15,077 
	$3,745 
	$2,351 
	$3,505 
	$21,180 
	$19,563 
	$19,999 

	Quintile Four 
	$15,740 
	$15,375 
	$13,933 
	$9,093 
	$7,782 
	$8,736 
	$31,481
	$27,061 
	$26,846 

	Quintile Five 
	$13,473 
	$14,645 
	$11,261 
	$17,969 
	$18,849 
	$24,335 
	$58,642
	$53,616 
	$58,134 

	Total 
	$14,847 
	$14,937 
	$13,956 
	$6,668 
	$6,106 
	$7,619 
	$28,923 
	$26,283
	 $27,227 


(1) The incomes for 1987-88 and 1991-92, have been adjusted using the Consumer Price Index (CPI) for the year ended March 1996. 

(2) Includes New Zealand Superannuation and other Social Welfare benefits. 

(3) Includes Job Superannuation, Investments, Dividends etc. 

Source: Statistics New Zealand, Household Economic Survey, 1987-88 - 1995-96. 

These trends depict an emerging division between older people in the bottom 40% of the income distribution, who are extremely dependent on public provision, and those in the higher-income categories, who are coming to rely more heavily on private provision for retirement income. This split is likely to accelerate as income diversity amongst older households increases. 

THE FALLING SUPERANNUATION / WAGE REPLACEMENT RATES 

At the same time that the increasing magnitude of private superannuation provision lessens dependence on public provision for those in the middle and top of the income distribution, there have also been substantial changes in the value of New Zealand Superannuation in relation to wages income. 

When National Superannuation was established it differed from other income maintenance in that it was paid at a higher rate than other benefits and was linked to wages. The after-tax rate of this benefit for a married couple was equal to 80% of the after-tax average wage. Financial pressures in the years following 1977 have seen considerable changes to this policy. 

The multi-party Accord on Retirement Income Policies ensured that, from 1993 on, increases in the public pension (now renamed "New Zealand Superannuation") should follow a price index, while simultaneously being maintained within a band of between 65% and 72.5% of the after-tax national average wage (St. John and Ashton 1993). 

Table 4 shows that over the 1982-84 period, the couple rate of National Superannuation remained at around 80% of the net average wage, reflecting the effects of the wage and price freeze at the time. By 1984, there was an extra increase announced in the budget, to adjust National Superannuation rates in line with price movements, and to maintain relativity to other benefits. This was to compensate for some of the effects of the earlier wage and the price freeze. Between 1985 and 1989, changes in the rate reflected movements in prices and wages. Between 1991 and 1992, there were no adjustments due to fiscal restraints, and October 1991 also saw a reduced rate for new applications from couples where a non-qualifying spouse was included. By April 1994, adjustments were in accordance with upward movements in prices and the net married couple rate was to be no less than 65% or no more than 72.5% of the net average ordinary-time weekly wage. 

Table 4  New Zealand Retirement Income Support As A Proportion
of Average Wages Since 1970 (1) 

	Change Date 
	Superannuation
	Age Benefit

	July 1972 
	64.93
	68.45

	August 1973 
	64.78
	69.15

	July 1974 
	64.43
	69.67

	July 1975 
	63.89
	69.62

	July 1976 
	65.41
	72.65

	August 1977 
	78.28
	

	August 1978 
	89.45
	

	February 1980 
	80.01
	

	March 1981 
	80.00
	

	March 1982 
	80.00
	

	March 1983 
	80.00
	

	March 1985 
	84.78
	

	April 1986 
	89.54
	

	April 1987 
	80.00
	

	April 1988 
	80.48
	

	April 1989 
	76.45
	

	April 1990 
	75.87
	

	April 1991 
	72.18
	

	April 1992 
	69.64
	

	April 1993 
	69.58
	

	April 1994 
	70.29
	

	April 1995 
	70.17
	

	April 1996 
	70.24
	

	April 1997 
	67.09
	


(1) The replacement rates are calculated on a net basis, i.e. net benefit rates for a couple (both qualify) as a percentage of the net average ordinary-time weekly earnings for all persons. 

SOURCE: K. Goodger, "New Zealand Retirement Income Support And Average Wages Since 1970", Social Policy Agency, Wellington, New Zealand, 1997, (unpublished). 

The effects of all these changes have been to see the superannuation / wage replacement rate fall overall from a high of 89.45% in April 1978 to 67.09% by April 1997. In August 1978, the gross rate of National Superannuation was increased to 80% of gross average weekly wages. By April 1997, the gross rate of New Zealand Superannuating was 61.75% of gross average wages. The interim report of the Periodic Reporting Group on Retirement Incomes was released in July 1997. Amongst their recommendations are that the current wage band within which New Zealand Superannuation can be adjusted, i.e. (65 to 72.5% of net average ordinary time weekly earnings), be reviewed after 2003. This may result in further reduction in the superannuation / wages replacement rate. 

Other suggestions for increasing the sustainability of public provision included various means of targeting assistance on the basis of income or on the basis of age. In 1990, the Social Welfare (Transitional Provisions) Act 1990 was passed. This enacted an increase in the age of eligibility for New Zealand Superannuation from 60 to 61 in April 1992, and then in increments of three months every six months until the age of 65 was reached by April 2001. To assist with this change, a Transitional Retirement Benefit became available to those in a defined group who are aged 60 or more, for a maximum period of three years prior to their reaching the age of eligibility for New Zealand Superannuation. This benefit is paid at the same rate as the Invalids Benefit, the highest of the income-tested benefits.

The assumption behind raising the age of entitlement is that individuals will work a little longer and therefore reduce their dependence on public provision. The interim report of the Periodic Reporting Group on Retirement Incomes suggested that there may be a need to raise the age of eligibility even further, at a later stage. The consequences of raising the age of entitlement however, fall disproportionately on those with lower incomes and lower life expectancy. In the case of New Zealand, this would fall disproportionately on Māori. The 1993-95 abridged life tables showed that average life expectancy at birth for men was 73.72 years and for women was 79.12 years. In contrast, the average life expectancy for Māori men and women was 67.96 years and 72.98 years respectively (Statistics New Zealand 1996). These differences mean that an average Māori male who enters the labour market at 20 and lives to 67, can expect to receive very little personal benefit from New Zealand Superannuation.

THE ECONOMIC VULNERABILITY OF OLDER BENEFICIARIES

One of the anticipated outcomes of raising the age of entitlement to New Zealand Superannuation was that people would stay employed longer, thus reducing the costs of New Zealand Superannuation. Between 1986 and 1991, the labour force participation rates of those aged 60 years and over fell from 13% to 11%. Between 1991 and 1996 participation gradually increased to 16%. The unemployment rate for those aged 60 years and over also fluctuated from 3.9% in 1986 to 2.4% in 1991. By 1996, the unemployment rate was back up to 3%. The employment ratio, (proportion of those aged 60 years and over who are employed within the population), showed that in 1986, 12% of those aged 60 plus were employed. By 1991, this had dropped to 11 %, and by 1996 had increased to 15%
. These trends indicate the increased employment activity of people aged 60 plus, since the raising of the age of eligibility for New Zealand Superannuation. The last five years has witnessed a reversal of a trend of declining labour force participation amongst older workers, since at least the early 1920s (Heenan 1993). 

While there have been positive changes in the labour market involvement of older workers in recent years, there is also a growing number of economically vulnerable older people who are reliant on long-term income support. Between March 1994 and March 1997, the numbers of persons receiving the 55 Plus Unemployment Benefit increased from 7,582 to 10,486. Those persons aged 60-64 years, who were negatively affected by the gradual raising of the age of entitlement to New Zealand Superannuation could access the Transitional Retirement Benefit. In March 1997, there were a further 7,954 persons receiving the Transitional Retirement Benefit. In total, there were 47,825 persons aged 55 years and over receiving a main Social Welfare benefit, other than New Zealand Superannuation. This had increased from 35,232 in March 1994 (a 36% increase in just 3 years)
. Furthermore, analysis of DSW benefit receipt data shows that older workers are disproportionately likely to be affected by long-term unemployment benefit receipt. For example, in June 1996, those aged 50 years, and over made up 15% of those receiving an unemployment benefit, but represented 30% of those who had been receiving this benefit for four or more years. 

Compared with older people who are not reliant on income support, older income support recipients are more likely to have depleted resources and have fewer savings prior to reaching the age of eligibility for New Zealand Superannuation. They are therefore more likely to face economic hardships in terms of meeting basic living costs and medical expenses as superannuitants. 

Given these trends, it is also likely that any saving generated by further raising the age of eligibility for New Zealand Superannuation, will to some extent be partially offset by additional expenditures for unemployment and other Social Welfare benefits. This is disproportionately likely to affect those in the bottom 40% of the income distribution for older households. By 1996, Social Welfare benefits had contributed an increased share of the aggregate income of older households in the bottom 40% of income (see Table 2). 

CONCLUSION 

Population ageing in New Zealand is resulting in a redistribution of population between younger and older age groups. Older people will outnumber dependent young people in relation to the size of the work force after the turn of the century. These changes have implications for planning and funding for retirement. 

This paper has illustrated that since the introduction of National Superannuation in 1977 there have been many changes to public retirement provision in an attempt to increase its sustainability in the longer term. These have changed the level of public provision which older people in different income groups receive. 

Analysis of data from the New Zealand Household Economic Survey has shown that older households in the bottom 40% of the income distribution for older households have a high and steady reliance on public provision for almost all of their income. In the middle quintile of the income distribution, public provision is a lower, but still predominant, source of income. Only those in the top income quintile for older households receive more income from private provision than from public provision. 

While income from private sources has grown over the past ten years as a proportion of retirement income for older households in the top 40% of the income distribution, much of the growth in proportion for the fourth income quintile appears to have resulted from a shrinkage in public provision income going to this group, rather than any increase in private provision income in real terms. It is only in the top income quintile that real terms incomes from private provision have moved upwards, too. 

This paper has also shown that a growing number of those aged between 55 and 64 are accessing income support. This group of beneficiaries are likely to have depleted resources and savings prior to reaching the age of eligibility for New Zealand Superannuation, thus increasing their economic vulnerability as they grow older. 

These trends depict an emerging division between older people in the bottom and top of the income distribution. This split is likely to accelerate as income diversity amongst the aged increases. This will have implications for the different income groups' relative interest in public and private retirement provision. 

Along with these changes, there has been an overall decline in the ability of New Zealand Superannuation to replace wages. This trend may continue as further attempts are made to increase the long-term sustainability of universal retirement income provision based on pay-as-you-go financing. 
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