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	Key points
· The average living standards of older New Zealanders are higher than those of the population as a whole.

· There has been little change in the average living standards of older New Zealanders since 2000.

· The living standards of older New Zealanders increase with age.

· There is little difference between older men and older women in terms of living standards.

· Home ownership, assets and low housing costs continue to be associated with good living standards among older New Zealanders.

· The current favourable living standards of older New Zealanders are partly attributable to past policies that assisted homeownership and asset accumulation. 

· Ensuring adequate living standards for future cohorts of older New Zealanders will require that they also have adequate financial reserves to complement pension incomes in retirement.


Introduction

Currently in New Zealand, almost 500,000 or 12% of the population are aged 65 years and over. Over the coming decades the number of people over 65 years will begin to increase dramatically as baby boomers age. The increasing number of older people will also be accompanied by an increasing diversity within the population, in terms of both demographic characteristics, such as ethnicity and birthplace, and life history experiences. 
The majority of the current generation of older New Zealanders report that they have a very good quality of life. Most older people are in good health, have an adequate income, are involved with their families and are active participants in their communities.
New Zealand is currently undergoing changes in age distribution. As people live longer, and have fewer children, the older generation are increasing in numbers and economic importance. Living Standards of Older New Zealanders
 details aspects such as ethnicity, income, general health, life history/stresses and other financial characteristics as factors which contribute to the living standards of older New Zealanders. This chapter reports on living standards of older New Zealanders, how they varied according to these factors in 2004 and how these have changed since 2000.
Living Standards of Older New Zealanders identified that living standards generally rose across the age groups, with the 65-plus age group having the highest average living standard score. That study was able to draw on a much wider range of explanatory factors and identified three sets of factors that operated cumulatively to influence the living standards of older people. These factors were:
· current economic circumstances – net annual income, value of savings and investments, and housing costs
· exposure to past and current economic stresses

· social background – household composition, age, ethnicity, socio-economic status.

These factors acted cumulatively so that the older person most at risk of poor living standards was characterised by a mix of low income, no savings, high housing costs, a history of economic stress, being younger, Māori or Pacific ethnicity and having held a low-status occupation. These findings suggest that what determines levels of living standards in old age is not one single factor (such as net annual income) but an accumulation of factors that represent the individual’s current circumstances and life history.
 The findings of this study suggest that the current levels of New Zealand Superannuation and supplementary assistance are sufficient to protect the great majority of older people from hardship and material deprivation. The findings reinforce:

· the importance of state superannuation to the wellbeing of older people 

· the need to encourage savings and investment to meet economic needs in old age
· the need to consider mechanisms for encouraging such saving
· the need to focus on developing social policy to ensure high levels of employment and adequate income levels over the life course before retiring age.

The following sections will examine the living standards of older New Zealanders in 2004, highlight changes that have occurred since 2000 and examine variation in the living standards of older New Zealanders.
This chapter will also explore the significance of private provisioning for retirement to achieving and maintaining good living standards in retirement. 
Overall distribution 

In general, in 2004 the living standards of older New Zealanders
 were comparatively high, with average ELSI scores for the 65-plus age group being 45.9, 5.2 points higher than that of the working-age population. The majority of older New Zealanders continue to have comfortable or good living standards and a minority (8%
) are in some degree of hardship. 
Overall, there has been little change in the living standards of older New Zealanders since 2000, with average living standards being about the same and similar proportions of older New Zealanders in some degree of hardship. There does, however, seem to be a slight redistribution of older New Zealanders away from the “good” or “very good” living standards end of the scale to the “comfortable” part of the scale. 
Figure 5.1 Living standards distribution of older and working-age New Zealanders (2004)
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Variation in the living standards of older people across demographic and social groups 
As stated earlier, the living standards of older people vary according to a range of social and demographic characteristics. This section examines this variation in terms of older people’s living standards.

Due to the relatively small sample size of the older people group some of the breakdown categories have insufficient numbers to permit living standard results to be given for the seven ELSI levels. Therefore, most of the analysis is based on aggregated distribution of ELSI, which uses four living standards levels:

· “severe and significant hardship” (levels 1 and 2 combined)

· “some hardship” (level 3)

· “comfortable” living standards (levels 4 and 5 combined)

· “good” living standards (levels 6 and 7 combined).

Age

Figure 5.2 shows that the average living standards of older New Zealanders increase with age. Those who are 80 years or older have the highest ELSI scores (48.3), compared to 43.8 for people between the ages of 65 and 69 years. Since 2000 living standards have changed little across the older age groups, but those in the 65–69 age group have had a slight fall in average living standards.
Figure 5.2 Living standards distribution of older New Zealanders by age groups (2004)
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Gender

While there is little difference in the average living standards of older single men and women, slightly more older single women appear to be in some degree of hardship compared with older single men and slightly fewer appear to have good living standards (see figure 5.3). Since 2000 average living standards have changed little for older single men and women. 
Figure 5.3 Living standards distribution of single people aged 65 years and over by gender (2004)
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Figure 5.4 shows that there is little difference between the living standards of older men and women overall and there has been little change since 2000 in the overall average living standards of older men and women. 
Figure 5.4 Living standards distribution of older New Zealanders aged 65 years and over by gender (2004)
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EFU type
The significant issue for policy consideration is the extent to which living standards vary for older New Zealanders depending on whether they are single or partnered. Current New Zealand Superannuation rates are set differentially according to living arrangements, with single people getting a rate of superannuation which is higher than half of the couple rate. The rationale for this is that couples benefit from economies of scale with regard to living costs.
The results below (figure 5.5) suggest that on average the living standards of older couples are slightly higher than those of older single people, and more older single people are likely to be in some degree of hardship compared with older couples. 
Figure 5.5 Living standards distribution of older New Zealanders aged 65 years and over by EFU type (2004)
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Table 5.1 shows how the New Zealand Superannuation and Veteran’s Pension rates differ according to living circumstances of the recipients. The weekly rates are highest for those who are living alone, followed by those who are single but sharing accommodation with others, and lowest for those who are a couple. There are further differentials for those with a non-qualifying spouse as opposed to a qualifying spouse.
Table 5.1 New Zealand Superannuation and Veteran’s Pension rates at June 2004

	Category
	Weekly rate
	Fortnightly payment (net)
	Annual rate (gross)

	
	Net
	Gross
	
	

	Single, living alone
	$249.09
	$301.33
	$498.18
	$15,669.16

	Single, sharing
	$229.93
	$277.13
	$459.86
	$14,410.76

	Married person or partner in a civil union
	$191.61
	$228.52
	$383.22
	$11,883.04

	Married person or partner in a civil union, both qualify
	Total
	$383.22
	$457.04
	$766.44
	$23,766.08

	
	Each
	$191.61
	$228.52
	$383.22
	$11,883.04

	Married person or partner in a civil union, non-qualified partner included after 1 October 1991
	Total
	$365.40
	$434.60
	$730.80
	$22,599.20

	
	Each
	$182.70
	$217.30
	$365.40
	$11,299.60

	Married person, non-qualified partner included before 1 October 1991
	Total
	$383.22
	$457.04
	$766.44
	$23,766.08

	
	Each
	$191.61
	$228.52
	$383.22
	$11,883.04

	Partner in rest-home, with non-qualified partner
	$205.18
	$245.66
	$410.36
	$12,774.32

	Hospital rate
	$30.06
	$35.31
	$60.12
	$1,836.12


Table 5.2 shows that the mean ELSI score varies little among those receiving New Zealand Superannuation according to differing living arrangements and circumstances. This suggests that the differential superannuation rates structure contributes to equalising the living standards outcomes for superannuitants with different living arrangements and circumstances.

As noted in the results in chapter 3, those receiving New Zealand Superannuation do not entirely match the population aged 65 years and over. As a consequence there are some small differences in the reported ELSI results for these groups.

Table 5.2 Living standards of population aged 65 years and over in receipt of New Zealand Superannuation by living arrangements (2004)
	Population receiving New Zealand Superannuation  by rate type
	Mean ELSI score
	% in hardship (ELSI levels 1–3)

	Single, living alone
	45.9
	9

	Single, sharing with other
	45.6
	9

	Couple with non-qualifying spouse
	47.8
	6

	Couple, both qualify
	46.1
	7


Housing tenure 

Home ownership or equity in a home is one of the most important assets that older people possess in New Zealand. It has, for the current cohort of older New Zealanders, meant that housing costs have been able to be minimised and this has been a significant determinant of living standards for older people.

In 2004 older people who owned their own homes had the highest average living standards and were less likely to be in hardship than those who rented (see figure 5.6). Those who rented from Housing New Zealand (HNZC) tended to have the lowest average living standards and were more likely to be in hardship. 
Figure 5.6 Living standards distribution of older New Zealanders aged 65 years and over by housing tenure (2004)
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Living standards of older New Zealanders by financial characteristics
Chapter 3 showed that income, asset position and housing costs are strongly associated with the living standards of the wider New Zealand population. These factors are also associated with variation in the living standards of older New Zealanders. 
Income
As with the population as a whole, the average living standards of older New Zealanders increased as their equivalent disposable incomes increased. Furthermore, the likelihood of hardship fell as incomes increased (see figure 5.7). 
However, 85% of the older people within the lowest income category ($10,000 or less equivalent disposable income) still had comfortable or better living standards.
The only statistically significant change in average living standards is a moderate fall of 2 ELSI points for those with equivalent incomes between $10,001 and $20,000.

Figure 5.7 Living standards distribution of older New Zealanders aged 65 years and over by equivalent disposable income of the EFU (2004)
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Asset position 
Among older people, as with the general population, the value of the assets owned is strongly associated with living standards. The average living standards of older people increase as the value of owned assets increases (see figure 5.8). The generally favourable living standard position of older people is reflected in the finding that even for those in the lowest asset category ($10,000 or less) 81% have comfortable or good living standards. The great majority of older people who do not have good living standards are in the bottom asset category. For those with assets over $100,001 only 1% were experiencing some degree of hardship. 

Figure 5.8 Living standards distribution of older New Zealanders aged 65 years and over by value of owned assets (2004)
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Housing costs
Most older New Zealanders have comparatively low housing costs compared with the rest of the population, due to the large number who own their own homes mortgage free or as part of a family trust. 
Figure 5.9 shows that the general pattern observed with housing costs is that those with very high costs ($200 or more per week) tend to have lower average living standards than those with lower housing costs. This is likely to reflect the fact that those with higher housing costs are more likely to be paying rent or mortgages on capped incomes. 
Figure 5.9 Living standards distribution of older New Zealanders aged 65 years and over by weekly housing costs (2004)
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Private provisioning for adequate living standards

The living standards research indicates that given the private provision for retirement that the current cohort of older people has made, New Zealand Superannuation and associated payments are sufficient to enable the majority of older people to avoid hardship. The living standards research does not specifically investigate whether older people have been able to maintain their previous working-age living standard in retirement. However, it is tentatively suggested that the majority of the current cohort of older people have probably maintained their pre-retirement living standards.

The government housing policies between the 1930s and the 1970s were of particular relevance to the cohort of New Zealanders aged 65 years and over in 2000. These policies gave access to homeownership, through subsidised state loans, to many people who might not otherwise have been able to achieve it.
 These policies may therefore have significantly reduced the proportion of older people in hardship, as people were able to purchase homes during their working lives, resulting in low housing costs upon retirement.
The current generation of older people predominantly have comfortable or good living standards with less than one-tenth in hardship. However, additional analysis of living standards has demonstrated that having at least some level of private provision (including homeownership) contributes to the low level of hardship. Those who have no income additional to New Zealand Superannuation, have financial assets of $1,000 or less in total value, and who live in private market rental accommodation
 are four times more likely to be in hardship than older people generally and 13 times more likely than those with all three types of the listed private provisions.

Emerging trends indicate that to maintain the distribution of living standards of older people in the future, current working-age people need to accumulate more assets than the previous cohort to potentially offset such factors as:
· an increased life expectancy and therefore a longer retirement period to resource
· delay and reduction in inheritances received due to increased life expectancies of older generations
· an increased likelihood of events such as separation and divorce
· an increased likelihood of needing to care for dependent elderly and dependent children during the same period. 
Rearing fewer children could potentially enhance the distribution of living standards for future cohorts of older people by making more income available for asset accumulation. However, this would only occur if the additional income available was not required to offset the factors listed above. A level of asset accumulation would also be required that mirrored income levels if pre-retirement living standards were to be maintained. In particular, an emerging trend of reduced homeownership means that, for those who choose not to purchase their own home, alternative asset accumulation options need to be adopted to offset increased housing costs in retirement.

A substantial change to the profile of the living standards distribution of older people will be the higher proportion of older Māori and Pacific peoples, the majority of whom will have low living standards should the current disparity evident for these groups continue. In addition, the assistance provided to older people with low working-life incomes, and homeownership incentives through state loan subsidies from the 1930s to the 1970s, may have provided a strong boost to the asset accumulation of older people. However, this opportunity is not generally available to current working-aged people.

These trends suggest that the pattern of asset accumulation that has been successful over the working lives of the current older population may not necessarily transfer successfully to future cohorts.

Two key areas of focus for encouraging adequate private provision for retirement and thus adequate living standards in retirement include:
· the ongoing promotion of savings behaviour and asset accumulation
· the need to investigate ways of assisting people with low incomes to accumulate assets for retirement (whether in the form of homeownership or otherwise). 

Summary

The survey indicated that older New Zealanders generally have good living standards and the risk of hardship is lower than it is for the population as a whole. This is consistent with the conclusions of MSD’s 2001 report Living Standards of Older New Zealanders.

The living standards of older New Zealanders increase as age increases and there is little difference between older men and older women in terms of living standards. 

Between 2000 and 2004 there was little change in the proportions of older New Zealanders in some degree of hardship. More older New Zealanders tended to have “comfortable” rather than “good” living standards in 2004 compared with 2000. 
Owning one’s own home continues to be a factor associated with good living standards amongst older New Zealanders, as does having assets and limiting one’s housing costs. 
Older New Zealanders who rent, have high housing costs and have few assets are more likely to be in hardship than other older New Zealanders. This suggests that current targeted income support provisions such as the Accommodation Supplement are critical to maintaining adequate living standards for older New Zealanders in need. 

Past policies that have assisted homeownership and asset accumulation among the current cohort of older New Zealanders have contributed to their current favourable living standards distribution relative to the working-age population.

Changes in social, demographic and economic trends suggest that the substantial level of asset accumulation that occurred over the working lives of most people in the current older population may not be repeated in future cohorts.
Two key areas of focus for encouraging adequate private provision for retirement and thus adequate living standards in retirement include:
· the ongoing promotion of savings behaviour and asset accumulation
· the need to investigate ways of assisting people with low incomes to accumulate assets for retirement (whether in the form of homeownership or otherwise). 

Future research that will aid understanding of the adequacy of private provision for retirement and living standards outcomes for future cohorts of older New Zealanders includes the longitudinal research currently underway (Statistics New Zealand’s Survey of Family Income and Employment) and modelling of asset accumulation scenarios and potential retirement outcomes.
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� Fergusson et al. 2001.


� Fergusson et al. 2001.	
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� Note that people in hospitals and residential care facilities were not surveyed. In the 2001 Census around 6% of those aged 65 years and over were living in hospitals and residential care facilities.


� Proportions in hardship and differences in the mean ELSIs reported are calculated from unrounded numbers. Therefore they may differ from the sum of the proportions given in the figures.


� An asterisk printed by the difference indicates that the difference in ELSI means between 2000 and 2004 is significant at the 95% confidence level, ie a p-value less than 0.05. Appendix C reports the confidence intervals for the 2004 mean ELSI and statistical significance for changes in means, hardship and ELSI levels 1 and 2 combined (instead of “severe hardship” that is reported in other chapters).


� These rates are for the M tax code. Different rates apply if the superannuitant has other income (an S tax code).


� This is because, on the one hand, a small proportion of those over 65 years do not qualify for New Zealand Superannuation. On the other hand, some superannuitants have spouses aged under 65 years who are covered as non-qualifying spouses. The latter are more numerous than the former. Overall, the total number of people covered by New Zealand Superannuation is 9% greater than the total number of people aged 65 and older.


� Fergusson et al. 2001.


� Hong and Jensen 2003.


� Ferguson 1994.


� This constituted less than 5% of the older people population.


� Hong and Jensen 2003.


� Hong and Jensen 2003.


� Fergusson et al. 2002.
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