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WELLINGTON,
18th March, 1937.

The Chairman,

Cabinet Sub-Committee,

National Superannuation, Health
& Unemployment Insurance Scheme.

-

SECTION I. RESUME OF FIRST REPORT. .
In its first report of the 1st Octover, 1936, to the Cabinet

Commitiee the Departmental Committee supplied approximate estimates
of the initial annual cost of = complete scheme tentatively
suggested 5y the Cabinet Committee to provide

(a) Universal superannuation or pensions for old age,

widows and orphans without regard to the means
of the recipiente. -

(v) A complete Health Service covering hospital, medical,
dental and other requirements for the whole community.

(o) Provision for payment of allowances during unemploy-
ment, sickneps and invalidity. "

Reference to this report will show that for the fi;at year
the cost for 2ll items would amount to nearly £30 millions.
It was also shown that to provide this emount on the basis of
finance suggested would involve increasing the tax on salary,
wages, and other income as described in Part IIT of the Employ-
ment Promotion Act 1936 from Sd. to 2/6d. in the £ and finding |\

a further £9 millions from general taxation. \

The total taxation required when the additional cost of this +

H-
[}
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scheme ie added to existing taxation would amount to £52,500,000,
equal to half the aggregate private incomes and falling largely
upon persons earning less than £400 per annum, which clags
receives about three-fourths of the aggregate private incomea

of the Dominion. .

Of the estimated totel of £30 millions per annum £15,750,000
would be required to give effect to the Superannuation proposal
to pay 30/~ per week at age sixty to males and at age fiftyfive
to females without a meuns test or any qualification other than
age. Furthermore, it should be noted that this would be only

the initial annual cost. The Government Statistician estimates
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that unless the birth rate incrsaaés substantially or large scale
immigration is resumed,.the total population of the Dominion in
1966 will be little, if any, greater than at present, but the
number of personsﬁgligible for the pension will have 80 incregsed
that by the year mentioned the cost of pensions or superannue tion
on the baeis suggested would increase to £28% millions, that is
almoet double the annual cost at the inception of the Schems.

. In his discussion with the Jommittee in October last Sir
Walter Kinneer of the British Ministry of Health stated that he
had a etaff of actusries working on the same problem in connection
with his investigations in Australia. He had found exactly the
same trend in vital statistios there, indicating a large
prospective increase in the number of persons of pensionafle age
over the next 30 years.

Moreover, if retirement took place at the specified ages,
there would be substantially less workers than there are today
to meot the cost.

The Departmental Committee, therefore, resached the con-
clusion that the complete Scheme as visualised by the Cabinet

Committee was beyond the financial capecity of the Dominion at

present.
SECTION II. TRANSITION TC A COMPREHENSIVE NATIONATL SCHEME.

In ite second report doted 3rd February, 1937, the Depart-

mental Committes anewered ag for as it was able to do so the

queetion
"What is the sum which is today set aside in all

quarteres to provide the services contemplated under
the Scheme, and what are the agencies by which thess
aervices.are provided"?

From gll the informstion available the Committes estimated
that including expenditure by the Stete, sbout £204 million is
expggged on eervices similar to those envisaggd under the National
SGhemé;xm‘Conaideration of the iltems meking up this totgl indicates,
however, that the bulk of this expenditure could not be suddenly

transferred or diverted into a National Scheme without grave

e T e
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.danger of disrupting Insurance Companies, existing Superannuation

Funds, Friendly Societies and numerous other activitlies affecting
the welfare of a considerable portion of the total population.

Apart from finanoliel considerations the scheme is so huge
and so far reaching that any attempt to bring the whole of it
into operation within a short period would raise serious ad-
ministrative difficulties and cause much confusion for & con-
siderable time.,

A sBcheme of this kind involving an understanding of new
obligations and rights on the part of the majority of the members
of the ocommunity naturally requires very thorough preparation and
the provision of competent ataff.

In this connection it is noteworthy that under the British
Kational Health Insurance Scheme, limited to employed persons, a
waiting period of six months wae allowed after the passing of the

Statute before the scheme actually came into operation. Moreover,

although initiated there in the year 1911 it hae been built up

step by step e.g. The first National Scheme of compulsory and
contributory insurance provided for sickneas and unemployment;
The original Aot made no provigsion for widowse, orphans, or old
age pensions, but in 1925 these benefits were incorporated.

In 1920 the scope of the scheme was widened to embrqoe practic=~
ally all industries. Persons engaged as agricultural workers
and domestic servants did not come into the scheme until last
year.

These points are mentioned ﬁerely to emphasise the adminisg-
trative difficulties of introducing a large scheme suddenly; in
short, it is the opinion of the Deparimental Committee that
finanoial and adminietrative considerations together render it
quite impracticable to introduce the complete scheme in a

pingle step.
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SECTION IIJ. PRINCIPLES ADOPTED 7Y THE COMMITTEE.

Lt i d

9. After presentation of its second report this Committes
was directed to subtmit definite proposals for a scheme which,
heving regard to the Governmentts objective, would be possible
of inaugursation in the immediate future.
10. In undertaking thet task the Committee a2dopted the following
guiding principles, namely:

(a) that the complete scheme, though not practicable
at one step, constitutes a definite objective
of the Government;

(b) that so far as appears compatible with that
objeotive existing Government social services
should form the nucleus of the present proposalse.

The existing State services provided under
Pensions, Unemployment and Hospitale legislation
represent an accumulation of valuable experience
and possess an organizetion and an established
form of finance that, taken full advantage of,
will undoubtedly greatly facilitate the inaugur-
ation of a substantial part of the Government's
Bcheme.

{o) That existing arrangements or contracts in connection
with superannuation funds, insurance companies,
friendly societies and other organizations of a
provident character should be disturbed as little
as possible. Further, bearing in mind the
unavoidable limitation in the measure of cash benefits
under the State scheme, it is obviously the
intention to encourage &11 proper voluntary
arrangements that aim at making supplementary
provision for old age, sicknese etc. 1In this
connsction the{Committee hears in mind the
Government's expresged intention to do nothing
that will prejudice existing institutions;

{d) that the scheme should be developed by stages
with full regard, not only to the ability of wage-
earners and otheres to adjust themselves to the
changing incidence of texation or contribution,
but also to the need for securing smooth and
efficient administretion and the avoidance of
hardship and anomaslies., Eech stage of development
and extension should be consolidated before pro-
ceeding to the next; :

(e} that the inauguration of a national health and
superannuation scheme creates numerous oontracts
(some 1life long) of & kind that afterwards cannot
always e@gily and with good conscience be inter-
fered withs hence, the need for care and foresight
in the development of all phases of the gchems:

(f} generally, the scheme should be so planned that
as it is Dbrought into operation the community will
grow into the social transformation contemplated.’
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SECTION IV. HEALTH.
11. The particular problems and coste involved in the Health

vhase of the scheme are being considered by & Parligmentary
Committee appointed for the purpose. We understand, however,
that the Committee is not concerned with Superannuation ér
Unemployment and generélly i not taking into account total
oosts involved in all three phases of the scheme.

12, If it is acocepted that on financiml and edministrative
grounds a portion only of the complete soheme can be intro-
duced, it is a reasonable assumption thet the health servioces
will also be developed by steges. As to what should comprise
the initial stage of the health servicee the Parliamentary
Committee will doubtless indicate its view in due courss.

13, In the meantime, howsever, go that regard may be paid
to the total additional amount to be provided Wy wages
and other taxes at the lmception of the scheme, it is
necessary for uve to make an assumption regarding the cost of
the health services at that initial stage.

Rough estimates of the cost of providing & complete
health service indicate that an additional four to five
million pounds is required for a complete service, and for
preesnt purposes the Committee assumes that an amount of
two million pounde will be aufficignt to meet the cost of
the initial step whioh might embr2ce a limited medical and
hospital benefit. We recognise that this phase is one to
be weighed up by the Cabinet Committee and Government after
the Parliamentary Committee has presented its views, and we

wish not to trespaes in any way on the work of that Committes.

SECTION V. UNEMPLOYMENT .
14, Adequate measures for providing unemployment rslief on

an emergency basls are.already fully developed and generally
may be said to be working smoothly, but these measures were
especially designed to cope with what was regarded at the

time as an emergency and are not altogether suitable ag per-
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manent provisions in a National Scheme such as now contempléted.
v There is alwaye a danger that an indefinite continuation of

emergency provisions tends to make unemployment attraotive

and that unemployment relief might take on the aspeaot of é

premature pensicn for & fit man.

15, Expenditure out of the Employment Promotion Fund today
amounts to over £4 million per annum, but this cannoi be
regarded as an indication of the amount that should be required
under permanent provisions. It is generally agreed that with
proper development the Dominion c;uld support a muoh larger
population, and while there is this room for expansion,
unemployment in New Zealand should normally not be a serious
faotor. |

* 16. As Boonm as the cost of unemployment assistance oan be
reduced there will be & corresponding increase in the yield
from the taxastion, thus oreating a surplus in the fund. This
aurplﬁa may be used partly as a reserve for future emergenoy
conditione gnd also for the expansion of other services under
the soheme for the benefit of the whole community.

Thus, under this scheme, the problem so fer ss unemploy-

- ment is comcerned consists of deviging ways and means of
changing over from e&n mﬁergency basis to pomething akin fo
normal unemployment insurance.

17. In the tramsition from the scheme on an emergency basis

to the more permasnent form here proposed provieion must be made
to avoid the anomalies a2nd weaknesses which, from experience
here and abroad, appear to be inevitable in an emergency scheme.

18. Consultations with Mr. Ince of the British Department of

Lavour coupled with the knowledge gained by our own experience
in New Zealand convinces ug that the position will not be
improved by merely reinstating the former means test. Under
the Unemployment Insurance Scheme in England, unemployment
relief given as~of-right is limited to a definite period and

the worker has an additional incentive to regain employment
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bofore that right expires. Othorwise he comes under the
Unemployment Aseistance legislation, with his necd as the
main test of eligibility.

19. The adnptinn of similar proviginna in New Zealand would,
the Committee firmly believes, place unemployment relief on
a plane much more satisfactory from the point of view both of
the community, and of the worker.

20, The Committee accordingly recommends the incorporation
of the following broad principles in our legislation:

" I. Every person who is genuinely unemployed through no
fault of his own and who has contributed unemployment tax for
at least 30 weeks during the previous two years, should be
entitled to draw benefit as~of-right at the scale laid down
for his conjugal claseification without regard in any way to
his means.

IT. That such right should continue, subjedt to his unemploy-~
ment remaining involuntary, for a period of 26 weeks.

III.When he has obtained 26 weeks benefit in the same year
he should be deemed to I}a:vé extausted his benefit as=~of-right.
This would not necessarily mean that his benefit would be dis-
continued or reduced byt that any continued assistance would e
related to his needs and not granted as of right.

IV. To set up a reasonable guard against men leaving empioy-
ment voluntarily in order to register for relief, consideration
of the principle adopted under the British system of unemploy-
ment insurance is recommended.

Briefly the British practice involves the completion
of a form by the last previous employer of each man registering
for benefit. The British Statute provides that in the event
of the report from the employer satisfying the insurance officer
that the worker has left the employmént of his own free will,
or has lost the employment through his own fault or neglect, no
benefit from the fund is payeble for a period of six weeks.

Provision is made for an appeal to a District Court of Referees
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and finally to an Umpire if the worker ie aggrieved with the
deaiplon of the Ineuranos Officer. This maohinerj apparently
worke very smoothly and is regarded as a reasonable safeguard
against exploitation of the funds, whilst protecting the appli-
cant for benefit against any injustice arising from a report.

Ve Another difficulty manifeet?ng itself more oclearly at

tﬁe present time is the inolusion for relief henefit of men
Wno are not regular wage earners, namely, small business men,
small farmers, hawkers, and a class, not very large, who have
never sought regular attaghment to any particular job. The
payment of relief to persons engaged in business, but who are
earning very emall profits therefrom has the undeeirable result
of subsidising competitive indusetry. In the case of hawkers,
the same difficulty exists, with the further complication
that no check on profits is possidle.

21, “The introduction of a‘ayatem requiribg proof of payment
af the wage tax for at least 30 weeks during the two years prior
to claiming bvenefit, and proof of genuine unemployment wouid
mean that only those who were unable to satisfy the- nohditioﬁa
would be excluded from benefits as-of-right and reoel%& in
their place assistance according to need. In this éﬁﬁneoiibh
the Committee oconeiders that the change over of the schéme from -
an emergenoy basis to a permanent basie would be facilitated if
some provieion could be made for epreading work when available
more evenly over the mase of unemployed men. At ths present
time some men are being placed in permanent or sami~permansnt
employment while othere are left entirely unemployed for long
periods; 1if puitable work could be provided for the purpoae
groupe of uncmployed men might be allocatéd to such work for
ghort periods in rotatibn thereby giving a wider spread of
full-time employment and sesisting a larger number of men to

Tetain their skill and employability.
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22, In s oumprehenéive scheme of mocial benefite the position
of women prepsents a peoculisr and diffioult problem. At the
present time it can be fairly oclaimed that there is no serious
unemployment affeoting women in New Zealand. 1In England where
unembloymant relief has been limited in scops to approved in-
dustries, and where the proportion of women workers in industry
is consideradly highér than in this country, women have béen
covered for unemployment insurance since the firat mezsure was
introduced in 1911.

With 25 years of experienss, the administrators in Britain
Btill find the problem of administering relief to women the
most diffieult of all. On one occapion a single decision
varying the polioy affecting eligibility for relief resulted in
an immediate increase in the registrations of women for benefit
by over 200,000, more than 50 per-cent. ﬁf whioh were dismllowed
by the Courte of Referees.

Under a social system such as we propose, where benefit
payment cannot be so closely related to contributions, the
diffioulty of determining eligibility would be much greater
than under the Brifiah insurance system.

In the limited time at pressnt available the Committee
has not been able to formulate satisfactory proposals to
overoome difficulties mentioned and is giving further ocon-
slderation to that phass of the soheme.

23. The' Committee recognises that the foregoing suggestions
operate mimply for the relief of unemployment and thet the |
necessity for measuree promoting employment still exists.

It iz disturbing to find that the return of prosperity
revaals a real shortage of labour in some fields side by side
with a large number of unemployed indicating the necessity for

poeltive measures of rehabilitation.
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24. It will probably be found that the initial operations under

the Health and Pension portions of the scheme, at any rate,

cannot be commenced before the financial year beginning on

1st april, 1938. Allowing for a eubstantial amount simuleting
the expansion of existing industries and the starting of new

ones, it is difficutt at this etage to say how much will be

required for unemployment ss a whole by that time. In the
meantime the only safe course would seem to be to allow for

‘say £4 miliion during 1938-39.

SECTION VI. SUPERANNUATION.
25, The Superannuation phase of the Scheme is by fer the most

costly of the three phases, and furthermore, as pdinted out in
the earlier portion of this report, (Section I paragraph 3),
that cost is likely to be neerly doubled over the next thirty
years. On the other hand all paet experience héa shown that
when once benefits have been grentod there is always very
strong opposition to any suggestion to reduce them. Thus it
is advisable to proceed with great caution with the development
of this portion of the Scheme., Placing a man on supérannuation
means giving him a share of current production without hie making
eny contribution towards that production. It follows that if
there are too many claims from non-producers the stendard of
1iving of the whole community must be undermined. Believing that
undue haste in developing National Superannuation might easily
iead to a breakdown of the whole scheme in all three phases the
Committee considere that the objective of providing pensions
five years esrlier than under ;ur existing Pension system should
definitely not be attempted at the outset. It would seem
preferable to ensure g ressonable pension for all at the age of
65 before any attempt is made to provide pensions at age 60(men).
254 There are specinl cases where the earning capacity of a
§erson hag become meriously reduced by the time he attaine the
age of‘60 yeers or where other circumstances Juatify the granting

of a pension at the earlier age. It is suggested that provieion
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ghould bo made onadbling & reduced pension to be granted to a

map betwsen the ages of 60 and 65 years if by reason of an

aooident or genersl physlcal deterioration there is extensive

26,

27.

permanent disabllity but not enough to eetmnblish the right to
an invalidity penaion. An anciilary discounted pension may
be madé avaeilable in these ocases Where the applicant could

be allowed to antloipate the normal date for recelving the
pension by not more than five yeare. His maximum pension for
the rest of his 1ife would then be reduced to an amount
actuarially_equivalent to the value of the pension over the
shorter normel period. By thie method epecisl cases of
distrees could be aesesisted without endangering the stebility
of the fund.

The present leglselation provides for an old age pension
at age 65 for malee and 60 for females up to a maximum of 02/64d.
a weck providing their othor income doss not exceed £1 per week.
This means that existing single pensioners can have a maximum
income inecluding pensions of £110.10.0 per annum, and married
pensionere a combined income, including ﬁensions, £169 per annum.
Thus under present arrangements the total income of pensioners,
1.6s, pension plue other income, varies from a minimum of 22/6d.
a week to a maximum of £2/2/6 per weck in the case of single
persons and £3/5/- a week in the cese of married ocouples.

No deduction is now made from the pemnsion on account of the
valueo of any real property owned by the pensioner.

In the total populatlon there are 129,000 persons of a
peneionable age of whom 52,000 ars receiving old age ponsione
costing at present £2,950,000 per annum. ‘ .

As the ultimate objeotive of providing & pension q; 30/-
per waek for all aep-of-right without regard to other in;ome is
0learly not achievable immediately a logical starting point
would be to guarantee an income from all sources of at least
30/- a week at the specified sges. This in effect means

inocreasing the minimum income of pensionere that is pension
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plus other income from 22/6d. per week %o 30/: per week. It
is estimated thet the edditional annual cost of this step will
be £850,000 at the outset.

28. If thies were done all of tho 52,000 existing pensioners and
all people who in future qualified under the existing pensions
1égislation would at the penpionable age be assured of an inocome
from all sources of at lemat 30/- per weeck and so fer ap thaey
were 6onoerned the Government!s objective would be achieved.

In faet, this provision would mean that all persons reanching

the pensionable age would be essured of thot income exocepting -
those who were debarred from receiving pensions on grounds

other than their income. This category would consist chiefly

of those who are debarred by the existing residential qualifi-
oation of 20 years' residence in Now Zealand. Ways and means

of finanecing the initial cost of all three phases of the schems
arc disoussed later in this report, but it may be said here that
if the Wage Tex is to be & predominant sourcs of revenue ~ and
there seeme to be no alternative to that - such tax from the
oommencement of this acheme will be peid by those at present
debarred by the reasidontial quélifioation, which is not eguitable.
On the other hand some provision is necossary to prevent people
coming to Néw Zeeland at ponsionable age solely for the purposs

of obtaining the pension. A justifiable method of preventing
this sort of thing would be to retain the residentinl qualification
in respect of those persons antering New Zealand after a specified
date, but a period of 10 yeare would probably be sufficient.

In the oase of Great Britain and may bs of some othoer oountries

it should be possible to make reociprocal arrangemente whereby
gontributions to pension ineurznoe funds of the country of origin
may be set off against the cost of the pension in the Dominion.

In any such casc the reeidential qualificetion may have to be
modified. While in general it is not deeirable to restrioct
immigration of British people it may be found advisadble to devies
administrative methode with respect to immigrents from foreign

countrise. Tho ocost of thus reducing the residentigl
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qualification is almost impossible to cestimate, pending recoeipt
of calculations from the last Census which are not at present
evailable, but the snnual amount involved should not be large.

29. Assuming the two additions mentioned, i.e., guarantee
of minimum income and removal as far as possible of residential
gqualification, ocould be attempted, practically the wholé popu-
lation could reet secure in the knowledge that they would have
at least 30/- per week to live on when they reached the’
pensionable age.

30. The next step towards the ultimate objective should be in
the direction of making a start on a contributory pension
esheme under which the pensions would be payable as-of-right
without any means test Whatever. This might be achieved 5y
oroviding @ pension as-of-right of 10/- per week to all persons
of pensionable age, provided they have paid at least 5 years
contributione. Furthermore, in order to remove any feeling
or suspicion of charity such as attached to the existing
Pension system, it is recommended that these pensions
as-of-right be given a definite insurance basis. If this is
done the pension will rest on a definite contract which will
give to the scheme a degree of stability not otherwise
obtainable.

31. The British Pénsion Scheme is established on an actuarial
bapls but with 8 flat rate contribution calculated to defray
the full cost of the pensione of those joining at the age of
16 years. The additional cost in respect of those joining
at-higher agee is borne out of taxation. A pension of 10/~
a weok for males payable at the age of 65 years would require

. & premium of ebout £2 a yerr for those joining between the
ages of 16 yeers and 20 yeare. Aocordingly a contributory
pengion scheme on & basis somewhat similar to that adopted
in Gremst Britain could be established if the present unemploy-

ment levy were inoreased 1o 10/— a quarter and appropriated

for the purpose. The additional cost on account of those



over 20 years of age at the commencement would have to be defrayesd
.out of taxption and an allooation out of the wage tax would be
an appropriete way of doing it.

Such a scheme will not reéch the self-supporting stage
until the whole of those drawing the 10/~ per week pension
eg«of~right are contributors who entered the Schems betwesn ths
ages of 16-20 years but, year by year, that oonsummntion_will
gradunlly be approached.

32. In the casge of old-age pensioners, the contributory pension

would be included in the proposed guarantsed minimum income of

| 30/~ per week. In thie way, if it ware fougd possible later

on to inoreass the oontributory pension payable as-of~right the
free pensions would he reduced correspondingly and eventually
this would lead to the atteinment of the ultimate object, that
is the substitution of ponsions payable ae-of~right for the
exieting free pensions. Over the years during which the trans-
formation was takiné-place peoplo reaching pensionable age
would always be protgcted by the provision of thoe guaranteed
income of at least 30/- a week after the peneion age ie reached.
Having regard to the huge immediate cost of the ultimste
objeotive and the present texation burden for commitments in
other directions, the Committoe considers that the best approach
to the uvltimate objective of Governmenf is a soheme as outliped
to p;ovide for an immediate guaranteed income from all sources
at pensionable age, together with a start on the contributory
pension payable as-of-right. The contributory pension would

be paid at the specified age as-of-right irrespective of the
recipientts income. Therefore the payment of this pension
unlike the free pension doee not pre-suppose a man retiring

from active work in industry. For this reaeon, if and when it'
can be financed without undue strain there would be far less
objection to paying this pension at sge 60 years for males than
to re&ubing the qualifying age of frees pensions from 65 years

to 60 years. The earlier payment of this pension would have
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the effeot of suppleménting the income of those wage-earners
whose advancing years heve reduced their earning capacity
beslow that of younger men.

33, ‘The present cost of paying a contributory pension of
108/- per week at ages 65 years for males and 60 years for
females exoluding those in receipt of free pensions is
estimeted at £2,050,000 while the levy of £2 a year suggested
would bring in about £1,000,000. This leaves £1,050,000
towards the pension to be found from the wage tax or some other
gource. To pay the pension at egeas 60 years for males and 55
years for females would raise the immediate annual cost by a
further £1,000,000.

34, The fixing of the contributory pension as-of-right at
108/~ per weck has been due to the Committee's desire to evoid
finanoial embarrasgsment to contributors on account of their
present commitmente for Insurance and other beﬂefita.

These considerations apply particularly to those people

who at the inception of the Scheme are over the age of about

20 years. In the case of those under that age it is unlikely
that very much in the way of commitmente for 1life insurance,
friendly eocisties etc. have been made. Any forward plans
for extending the Scheme for contributory pensions towards

the ultimate objective ocan therefore readily be applied to
wage-garnors under 20. In fact any delay in introducing the
more comprehensive scheme so far as they are concerned will
only defer the complete replisation of Government!s final
proposrle without any compensating sdvantages.

There would therefore appear to be no real economic
reapon why the class of wage-earners entering the scheme at age
20 or under should not be required to pay an additional levy
which would ensure them payment of a penesion as~of-right in
exoess of 10s/- & week. If this clﬁss of wage-earner were
required to pay £4 per annum levy instead of the £2 proposed

above, they would be entitled to a pension as-of-right equivalent
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to £1 a weok on reaching the ponsion age. In this oconnection

4t is worthy of note that the contribution of £2 per annum for

a 10e/- per-week pension is equivalent to the premium on an
endowment poliocy maturing at age 60 of a fece value of only £100.

35.I‘ While coconomicelly there appears to be no objeotion to
this suggeetion, there may be difficulties in the imposition of
a levy of, say, £4 a year in addition to weges tax on a youth
just cammenocing Work easpecially as up to the present time he |
hag been required to make no aontributions at alle. The ultimate
aim might therefore be achioved better if the levy were ine
aressed, eay, by a rise every fifth year until the deeired
emounts were resched. This would eneble the cormunity as a
whole to become socustomed to the levy when the absorption of
a small iporeess would pot be en serious.

36. Although it may be desirable to allow for inoreases at,
say, five ysarly period it would also be advigable to indieale
the policy intended for the future so that the wage earners
affeoted would not become involved in oommiiments ghich would
become a hardship when higher levies beoama effeptive.

37 In any contributory schene womaﬁ agein present a speoial
problem. In the long run a man entering the Scheme at an
early age would pay the full cost of his own pension on the
contributory basis and the cost of a pension for hie wife
would be a fair charge againet the tax on wagee and other
inocome paid by him. If the main proposals outlined above
are mooepted the Committec desires to glve further

gonsideration to this question also.
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SECTION VIT PENSIONS FOR WIDOWS WITH DEPENDENT CHILDREN.

The present pension allowances for widows with children
under 15 ysars of age are relatively gemerous, particularly
in cases where there is a family of four or more childfén.
The meximum pension payable where there are seven Or morse
children is £4.10.0 per week and a further 30/- per week of
private income 1s allowed before any reduction is made in the
pension. Thus, on the maximum a widow with seven children
may be in receipt of £6 per week without any deduction what-
ever in respect of property. In fact, in many éaaes it would
appear that, as far as income is concerned, the family may be
better off after the death of the father than during his
lifetime, as his wages may have been substantially lower than

£6., per week. ' é‘

4]

In ﬁhe case of a widow{ﬁith one child the present pension
1s 30/- per week which is mot subject to deduction unless the
additional private income exceeds Sq/~ per week. A widdw and
child thus may have an adequate pension if thef havelother
income but 30/- per week for a widew and child (with no other
income) comparea unfavourably with the éuaranteed'minimum old-
age peﬁsion of 30/- per week for é single person and £3. per
week for a married couple.

Tﬂe principle of a guaranteed minimum income could again
be invoked. Having regard to the rate suggeosted for old age
and the lower cost of meintaining a& child a gﬁarénteod income
of 5/- a week in excess of the present pension scalo is
suggested with £334 per annum {l.o., £4.10.0 per week) as a
maximum, If this proposal were put into opefation the effect
would be that widows with from onc to six children under 15
years of ago and no private income would receive an addivional
5/~ a woek penslon, but that in cases where thero arc seven Or
more ohildron the pension wonld stop at the oxisting figure

of £234 per amnum or £4.10,0 per week. Under this proposal
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tho additional cost ﬁor annum would bo about £60,000. An
anomaly exists in that a widow coases to receive an allowance
in respect of chiidren on their feaching the age of 15 years
whereas in respect of children of en invalld the allowance
geases on their attaining 16 years.. The estimated cost of
paying the allowance for depondent chlldren of widowé-until_h
they reach 16 years of age is £3%,000 per annum.

SECTION VIIi. WIDOWS WITHOUT DEPENDENT CHILIREN.
Under the existing legislation widows are entitled to a

pension only while they have dependent children under the age
of 15 years., A widow all of ¥hoso children are over the age
of 15 is not entitled to a ponsion and at this stage of life
she would have little chance of obtaining employmont 1n
industry or in office work,

Although their claims for asslstance are.not nearly so
strong, childless women who have been widowed at an advénced

age but short of the age to qualify for an old age pension are

in a somewhat similer position. On the other hand gome yomen ...

hecoms widows at an early sge and havs no-difficulty in
obtaining reguler employment., A pension for widows in the
circumstances undser consideration, payable between the ages
of 45 and 59 should meet the gfoat ma jority of necessitous
cases. 4 pension of 21 a week with provision for an addit-
ional income of £1 a week bef6r0 the pension is reduqed would
relatively be in keeping with the rates for 0ld age pensions
and pensions for widows with dependent children. At the same
time, if the guaranteed minimum income principle 1s adopied
in the caso of pensions to widows with children under 15'or
1¢ years, widows without children of pensionable age should
also be guaranteed the eXxtra 5/~ per week making a guarantced
income of 25/- per week. To providg?:ll widows in the age
group 45 to 59 on this basgis 1s estimeted to cost £585,000

per annum, if no account is taken of the additional private

‘income of this group. No data is availadble asg to the private

s
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moans possossed by those wildows but it sooms reasonabdle
that the not cost should not be more then £400,000. Deserted
wives could be treated on the same basis.

SECTION IX. ORPHANS.

If a widow 1n receipt of ponrion with children qnder 15
dies, the pension for the children is continued and is paid
to thelir guardien. Whore both parents die simultaneously or
where the mother dies first and the children subsequently
become orphaens no pension is payeble under present legis-
lation, This is a declded weakness in the pension systom.
The présant pension rete fer children under the widow's
penslon is 10/~ & week, but this 1s too low for a single
orphen, although'adequato vhore there is a femily of 4 or §
children. I+t is accordingly suggested that provision be made
for a pension to orphans of 10/- a wook for sach child with
a limit of 21 a week other income before the pension is
reduced, such lncome limit to apply to the orphan family where
%here is more than ono child. At the same tiﬁe, in ordor to
make more adequate provision for casocs where thore ig little
or no privato incomo and particularly vwhere thoro arb only
one or two orphans in the femily, we suggest that there should
be a guaranteed incoma of 15/- pser week per child,,but with
a limit of £234 por emnum or 10/- por week for a child,
whichever 18 the higher. Thesc provisions would place the
orphans on the semo basls as dopendent children of widowg.
Pensions for orphens peyeble until atteinment of 16 years
under the arrangements suggostod would cost £100,000 per
annum if none of them had any privato income. No information
is aveilable as to the privete income of orphans and there
would be some saving in the cost of tho Child Weilfare seotion
of the Education Department. The net cost should not exceed
£75,000.
SECTION X. INVALIDS.

The present pension provision for invelids was also

roviewod by the Committee. In principle, it would appear
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that where the breadwinner of a family is permanently
incapacitated and therefore unable to work his family is in

. the same position economically as though he were unemployed
or dead; in fact they may be worse off. In these circum-
stances the pension rates {Invelid 20/-, wife 10/-, dependent
child 10/- per week) for invalids are somewhat on the same
basis as for widows and children (Widow 20/-, dependent child
10/- per weeki although the income allowance before penaion
is decreased is somewhat greater in the case of the invalid
pension than under the widows pension. I{ would thus appear
that the pension scale is relatively adequate, but again in
order to assist those who have no private income, it is
suggested that the guaranteed minimum income principle be
applied, thereby providing a guaranteed minimum income to
an invalid of 25/- per week with 10/- per week for a depen-
dent wife and 10/- per week for each dependent child.  The

additional cost will amount to £120,000 per annume.

SECTION XI. SICKMESS BEUNEFITS.
43, To be logical the allowances payable in regpect of

involuptary lose of wages should be the same whether the loss
arises through unemployment, temporary incapacity, or
accident. Definite rates are already in operation for sus-
tenance paymehts for unemployment and it would appear that
these rates will have to apply in the case of loss of wages
or income through sickness. At the same time, experience in
this end other countries has shown that full sickness rates
cannot be paid indefinitely as this is liable to l1ead to
abeence from work for longer than is necessary.  Accordingly,
the full rates should be paid only for a definite period of
say 26 weeks, after which the rates should drop to an
appreoiably lower scale. Even so, sickness payments need
close local supervision to obviate abuse and the cost of

the benefits on the basis suggested will be affected by the

administrative methods that are adopted.
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No attompt has yot beon made to plan the administration
in detail, but the cost on the basis of unemployment sus-
tonenco retes for 26 weeks wlth a lower scale thercaefter has
been provisionelly set down at £1,000,000 per annum oxcludipg
the coat of accidents coverod by the present provision for
Workers' Compensation or Third Party risk egeinst ipjury from’
Motor Vehicles.

The cosf of Workers Compensation and Third Party Risk
is at present borne by employers or by motorists respective-
ly, end tho Committee sees no justification for transferring
these burdens to the taxpayor. Accordingly, it is recommend-
ed thet thesoc two classes of compulsory insurance be contin-
ued and that injury from accident arisingvunder these two
headings be exoluded from tho definitlon of sickness under
the scheme now being considerod or the compensation be paid
into the Fund and disbursed in the form of allowances at |
scale retes. The essentiai point is that the burdem should
be left where i% now lies.

The Committee considers that Workers Compensation Insur-
ance should be made universnl end compulsory so that in ail
cases industry éhould provide the cost resulting fram such
adoidents. The method of compensation by lump sum payments
is open to many objections end, for instance, the case could
arise where an injured man would be entitled to sickness
benefit or invalidity pension out of the fund when he had
already received, and spent the componsation payment,

However unreasonable his asction may be he cannot be left
without some form of assistance once his money is gone.h It
is therefore recommended that that'portion of lump sum com;i
pensation payments represonting the capitalization of the
worker's reduced earning capacity should be paid Into the
fund from which allowances at scale ratea would bhe disbursed.

Such a provision would not necessarily exclude paymont of a
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lump sum to the injured man to egtablish him in a more
suitable buesiness, but it would ensure supervision of the
expendi ture.

The foregoing comments apply with egual fo;ce to
demages for pereonal injuries arising out of accidents outside
the sphere of Workers Compensation claims and eimilar provisions
would appear to be justified in these cases aleoc.

Third Party Risk insurance covers accidents where the
ﬁictim can prove negligence on the part of the motorists
Lack of proof (not necesserily sbseence of negligence) prevenis
the victim from obtaining any such redress and he is left to
his own resources or becomes a charge cn the scheme for
pickness benefit or invalidity pension. The Committee mon-
piders that accidents not involving negligence should also
be a charge on motoring and that in all motoring accidents
the victim should have a valid claim on the insurance fundse
Such a course will not only place the burden where it should
rest but aleso would avoid the present waste in the cosis of
litigation.

Furthermore, whether the compensation is paid to the
injured person as at present or into the Fund to provide for
allowances at Bcale rates, it would appear that Workers
Compensation Insurence and Third Party Risk insurance should
be made a State monopoly in the hands of the State Fire
Insurance Office. If the Stete is ombarking on a compre=-
henslive scheme to provide againét loss of wages in every
other contingéncy, it is quite illogical to leava‘the contin-
gency of accident from motoring or during eomployment in the
hands of private insurancé companies. Another aspect of the
matter ig that if insurance against any risk is important
eﬂough to be made compulsory, cover against thet risk should
be provided at abeolute coet. From this angle, the 2zoncen-

tration of thesc two classes of insurance in the hands of +the
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State should mean lower premiuvms than would otherwise be the

CaBg.
SECTION XII. PINANCE.
48. On principle it is reasonable that industry should bear

all charges incidental to keeping workers in good health and
also the cost of superannuation for workers after they have
served industry for 40 or 45 years. On the other hand the
care of widows, orphans, invalids, and generally the support
of those unfit to work should otviously be a charge on the
community ae & whole.

49. In view of the additional costs now being borne by
industry it is not advisable to impose any further direct
charges at present, but ae¢ an indirect charge the cost of
superannuation benefits and sickness and accident costs under
the proposals submitted should be borne by levy or the flat
rate tax on wages and other income. The existing old age
pensions and certain heslth charges, however, are already a
charge on the Conéolidated Fund gnd it is not suggested that
any change ghould be made. As pensions payable as-of-right
are increaged under the scheme outlined the charge will be
gradually transferred to industry, =& no doubt the workers
contribution will be taken into account in fixing wage rates
in the future. The transfer, however, will be grasdual and
thus industry will have time in which to adjust itself to the
additional cost.

50. ~In the opinion of the Committee, incrcasing the wage tax
to 1/6d. in the £ and the levy to £2 per annum is asg much ase
can be attempted at present without inflicting hardship and
compelling people to give up their existing commitmsnts for
1ife insurance, provident funds, private superannuation
funds and friendly societies.

5% On the figures suppllied by the Governmeﬁ;_étatiatician f
based on current wages tax reccipte, value of production, wool

values, etc., it is cstimated th-i $he taxable income dnder the
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oxomptions aro in rospoct of'pqnaionara under the schemo every
£lmillion of oxpendituro roprosents 24 in the £ wagos %ax.

Tho‘ostimatod total oxpondituro for the initinl yoar to be
found from Wegos Tax, Quartorly Levy and Consolidatod Fund is
£18,330,300 which includos prosent oxpondituroc on uncmployment,
poﬁaions, and hoalth sorvicos.

In tho cireumstencos tho charges that should be bofna by
tha flat tax on wegos end othor incomo are as follows -

Por Annun, Tax in Pound

in Ponce.

Unomploymont £4,000,000 8.0
Hee lth 2,000,000 4.0
Ponsions:

Minimum Gueranteo for 0ld

£go pensions 850,000 1.7
Txcoss cost of 10/~

pension as-of-right 1,050,000 2.1
SBioknsgas Allowengoes 1,000,000 2,40

£9,000,000 17.8

In addition the 10/~ per wook pension as-of-right will
roguire a levy of £2 per annum, i.e., 10/- e quarter in iiou
of the present Unomploymont levy of 5/« & quarter. This levy
will pay the full cost of the pension of those at presont
under 20 yeers of ago, and an amount of £1,050,000 (sesc Tabdle
paragraph 52) payable out of tho wago-tax is required to
meet tho additional cost for thoso at present above that age.

¢on the other side, the charges on the communlty gener-

ally through the Consolidated Fund will be as follows -

Existing Addltional. To;al.
£

War Pensions 1,775,000 1,775,000
0lda-age pensions 3,600,000 3,600,000
Widows with chilédren 510,000 99,000 609,000
Widows without childron 400,000 400,000
Femily allowences 135,000 135,000
Invalids 800,000 120,000 920,000
Orphans - 75,000 75,000
Other Pensions 110,000 110,000
Health Servicses 1,050,000 1,050,000
Administretion Expensesg_ 406,300 250,000 856,300

£8, 386,300 £944,000 £9,330,300

It will bo seen that the total charges on the Consolidat-
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od Fund will amount to over £9,000,000 per annum, APPIroOX-
imatoly the same emount as estimatod to be raisod by the flat
tax on wages and other income. The proposals sre thus in |
accord with the Cabinet Committco's desiro that the cost
should be halved es botween tho Consolidated Fund and the
Wages Tax. In any casc the burdon on the (Consolideted Fund
for sociel services is alroady so high that any'undue
inerease is likely to make the whole scheme inherently un-
stable and, if Budget difficulties are encountored im the
future, necessity may compel a revisién of pension benocfits.
For that reason the proposal to find half tho requirements
by means of s tex on wages end othor income not only places
the Scheme on the brosdest possiblo base but ensures the
groatest possibleo mcesure of financial stability.

On the superennustion side the scheme is akin to life
insurance in being a long'term contract under which a man
commences paylng & levy or tax now in order to obtain a pen-
sion for himsolf perheps 40 years henco. In these circum-
etances tho highest possiblo degroe of financial atabllity
is essontial to give the community compléto confidence in
tho Schemo and this applieos particulerly to tho pension
payable as-of~right which should be placed as noarly as
possible on e contractual basis.

It would eppeoar that there is still a considerablo
elemont of emorgency oxpenditure for unemploymont relief but
when economic circumstancos permit its establishment on e
normal basis sbout half tho present expendituro should be
sufficient which would reloese wegos tax'equivalﬁnt to about
44 in the £. The gradual replacement of non-contributery
old-age pensioné by pensions as-of-right will also release
part of the Funds provided by the wages tax and eventually
releass a further 1l lOd in the £ of the tax.

In Englaend a Statutory Committee has been set up which
examines the fund at reguler intervals and makes a report

to the Minister on the financial condltion of the Unemploy-
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Fund.
ment,/ If the report indicates a prospective deficlency in

the Fund or = greater_surplus than reguired a recommendation
must be made for such amendment to the Aot as the Commitiee
considers will restore the balance.

The Minister is required to lay the report before
Pariiament and to give effect either to the amendments rec-
ommended or to some other amendment that will have an equi-
valent financial effect on the condition of the Fund.

While the English provisions are not entirely suitable
for complete application to our scheme, the Committes consid-
ers that the adoption of some similer arrangement would be
advisable. A Commitiee of Departmental Heads or other
persons could be appointed %o keop a continual check on the
condition of the fund of the whole New Zealand scheme and make
reporte to the Minister from time to time with recommendatlons
a8 to desiradle varlastlons,

The Committee sees no option bﬁt to adopt the emerging
cost principle es the financial bas#és of this schemo instead
of building up a fund, the stability of which depends upon
adequate interest earnings and conservation of caplital.
Expenditure each yoar will be provided for out of the income
from the wages tax and levy and the contribution from the
Conasolidated Fund during theat year. It has to be realised,
however, that, proceeding on the basls suggested, the cost
of contributory ponsions will increase 50% by 1955 as shown
in the attached Appendix 4 containing figures supplied by the
hdctuary. The cost of non-contributery pensions also will
inorease as pointed out in Section 1 paragraph 3 of this
roport. This additional burden, howevor, cem, to gome oxtent
be set off against tho saeving resulting fraom the anticipated
reduction in the cost of unomployment relief, and the sventual
replacemont of freo penslons by contributory pensions.

The foregolng considerations as to plenning on an emer-

ging coet basis will dofinitoly not be applicable to the
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contributions by those enter ing the acheme before the age

of 20 for pensions as-of-right in excess of 10/~ per week as
proposed in Section VI, paragraph 34. These contributiops will
be in the nature of insurence premiums and camot bp used for
any purpose othei than meoting the cost of the relevant
pehsions when the oontributors.reach the pension age. From
the point of view of easy edministration and $o maintain the
distinction from other classes of pensions these pensions and
perhaps 8ll pensions payable as~of—f1ghﬁ could be administered
by utilizing the existing machinery of the National Provident
Fund where there is s definite contractual basis. The adoption
of this method would not prevent the machinery for the peyment
of these pensions being linked up with that of the Pensions
Department.

SECTION XIlI. ADMINISTRATION.

In the time at 1ts disposal in the preparation of this
report, the Committee was not able to give consideration as to
the form of sdministration that would be efficient and most
economical, In any case this matter is largely contingent on
the proposals that are finally approved by Government. It is
oclear, however, that the revenues will have to be consolidated
in onse fund. In view of the large emounts involved the
financing of this scheme will largely overshadow the gsneral
budget, and for this reason the finances must obviously bhe
under the control of the Minister of Finance.

As regerds the administering of benefitis the Committee at
the moment sees two possible alternative methods. The three
phases - Unemployment, Health and Pensions could be administer-
ed by the Ministers of Rabour, Health, and Ponsions respedively
utilising the existing departmental organization expanded
where necessary for the purpesc. Adopting this course would
mean & minimum of disturbance of existing organization, but

may lead to overlepping and lack of co-ordination.
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The other alternative is to sct up & new organization
to absorb the Pensions Doparimont and to take the unomploymont
work from the Labour Dopartment, and the goneral administrat-
ion of the Health Schome from that Department. Such sn organ-
ization, however, would be vory large and might prove un-
wieldy with consequent loss of efficloncy. AS proviously
jndicatod, howover, the mattor has not boen considerod in
dotail owing to lack of timc end in any case it is gdvisable
that it should be ieft until tho scopo of the propossls under
the throo phases has boon dotermined.

SECTION XIV. FUTURE COST OF CONTRIBUTORY PENSIONS,

The Committoo has obtained from the Actuary of the
Governﬁent 1ife Insuranco Dopartment a rcport showing tho
annual cost of penslons of 10/- per weok to all persons in
the ponsion ago group and alternativoly only to those persons
in the group who do not reccivo old ago pensions. At the
present time 40% of the total number of persons in the pension
age group are in receipt of old ago pensions. - Excluslion of
these from participation in tho contridutory pension of 10/~
per weok leaves 60% of the totel group who Will.recoivo the
contributory pension.

The table atbtachod to the Actuary's report shows the

‘rising cost of such pengsions from 1940 until tho yoar 2,000

is reached. ,
The report and Tablo arc contained in AppendixtA¥
SECTION XV. COSTS OF ALTERNATIVE PENSIONS PROVISIONS. .

In order to facilitate tho consideration of alternative
and additional ponsions bonofits the committee has set out in
Appendix "B" the estimated costs of a number of proposals
which it has investigated, Theso ostimates are based on such
figures as are at present available, and for the purpose of
caleulation i+ has boen assumed thet tHere will be no ma torial
change in such factors as the percentage of old age pensioners

to the total number in tho ponsion age group and the gverage
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amount of private additional income possessed by pension
claimants. In all cases tho ostimetes are based on data
worked out as at 3lst December, 1936.

SECTION XVI  ACKNOWLEDGMENTS.

The Committee desires %Yo placo on record its apprecjiation
of the assistance received from Sir Walter Kinnear of the
British Ministry of Health and Mr. Godfrey H. Inco, Chief
Insurence Officer of the British Ministry of Labour during
their visit to Wellington. From them we have ohtqined a
great deal of inveluable information regarding the inception
of the various British schemcs, the reasons for. .he various
alterations and extensions, tho methods of administration
and the difficulties encountored. In view of the importance
of this information and its prospective valuo in the future
administration of the proposed scheme here the Committee has
thought 1t advisable 1o make & permanent record of the
discussions with these gontlomen.

SECTION XViII, CONCLUSION.

Following tho diroction of the Cabinet Committee at the

meoting on the 3rd February, 1937, the offorts of thls

Committee have boen dirocted to working out an initial soheme

which is not only practicablo and within tho financial abil-

1ty of tho Dominion but hes beon 80 designed as 1o facilitate
gradual development towards: the final objective envisaged by

the Cabinet Commlttee.

As previously montioned no time has been avellable 1n.
which to consider tho administrative detail involved in the
prectical application of the scheme or to resolve the problem
of the position of women in tho scheme. At the same time the
method of hendling these gquestions deponds 80 largely on the
basis finally adopted thet it will greatly fecilitate the
future work of the Committee if some indicetion can now be
given ag to whether and to what extont the proposals outlined

by this Report are acceptable to the Government.
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SUMMARY OF PROPOSED SCHEME,

For the reasons set out in the foregoing report the
Commitiee has.recommended the following benefits and services
as the initial step in the development of the whole scheme as
envisaged by the Cabinet Committes.

HEALTH.

SECTION IV, Paragrephs 11-193

Subject to the specirfic recommendations of the Parliemen-
tary Committee the institution of a free health service

embracing medical and hospital benefit.

UNEMPLOYMENT .

SECTION V. Paragraphs 14-24

Benefit as-of-right for a limited period followed by

benefit at a rate modified in accordance with need.

PENSIONS.
SECTION VI-IX.
1. The oxisting pensions provislons eare taken as a basis,

adding thereto additional pensions for widows withou’ children
and orphens at rates relative %o those already in exlstence

to widows with children; increasing ihe age 1imit, In respec?
of dependent children from 15 to 18,

2. The proposal ig to superimposs upon this pension system
as augmented a guarantee of pension plus other incoms,
ensuring the receipt by qualified pensioners of the following
minimum smounts in total -

OLD AGE. SECTION VI. Paragraphs 25-29.

Single 30/~ per week.
Married Couple £3 per weck.

WIDOWS WITH DEPENDENT CHILDREN. SECTION VII

5/- above the present pension rates,

WIDOWS WITHOUT DEPENDENT CHILIREN. SECTION VIII

5/- above the pension rates actual and proposod.

ORPHANS. SECTION IX

5/~ per week above tho proposed pension rates,
sgo limit %o be 16 ycars.
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INVALIDS. SECTION X

5/~ por woek above tho prosent pension rate o the
invalid.

CONTRIBUTORY PENSIONS SECTION VI, Paragraphs 32-33

The commencement of a contributory pension scheye ynder
shioh pensions of 10/- por week are payable as-ofyyight
without any means test.

The proposal is to provide the pension for everyone
reaching pensionable age, with provision for this pension to
be included in the guaranteed income at pensionable age.

CONTRIBUTORY PENSIONS (Increase) SECTION VI Paragraphs 34-36,

Insuguration of contributory scheme for benefits above
10/- per week for those joining et under 20 years of age, the
object being that the pension as-of-right should be increassd
by this means, ultimetely roplaclng the present free pensions.

SICKNESS. SECTION XI Paragraphs 43-47.

b sickness bonefit to provide against the contingency
of involuntary losa of wages or income arising through sickness
or accident, rates to be thosoc in operation for susienance
peyments for unemployment for a period of, sa¥, 26 weeks, after
which rates should drop %o an appréciably lower gcsle,
Special provisions are suggestod in connection with
Workers' Compensation and Third Party Insurance, 569 paragrephs

44 to 47 inolusive.

FINANCE.
SECTION XII Parsgraphs 48-60.

Tho existlng services with tho oxtonsions proposed in
this report arc estimated to cost in the initiel yoar approxi-
mately £18 milllons, of which onc half will be found by the
special tax on wagos and othor income, and one helf from the
Consolidated Fund.

The cost of tho additional benefits involved will be

found by =
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(a) Wage tex initially of 4d in the £ for health,
and 6d in tho 2 for pensions, which added to
the prosent 84 in tho £ for unemploymont will
meke & total of 1/6d. in the £.

(b) The present levy under the Employment Promotion
Aot increased from L1 to £3 per ycar and
appropriated for pensions as-of-right.

3 ‘ oD
(o) Consolidated Fund £944,000.  3§330,%° -
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APPENDIX %A%,

GOVERNMENT LIWR INSURANCE DEPARTMENT.
Head Office, Box 563,
Wellington, C.l.
15th March, 1937.

MEMORANDIM for:

The Secretary,

Departmenial Committee on
National Superannuation, Health
and Unemployment Insurance.

The attached schedule shows estimates for
quinguennial calendar years from 1940 onwards of the
populations, males 65 and over, females 60 and over, and
males 60 and over, femsles 55 and over. For both groups
the annual cost of pensions of 10/- per waek is given, and
for the former group the cost of pensions of 10/- per week
if payable to 60% only of the total population at these ages.

The populations quoted have been projected from
the population at ist April, 1935, as published in the N.Z.
Year Book 1936. As the latest mortality tables constructed
from the experience of the N.,Z. population referred to the
years 1921-22, it wae necessary to construct more up-to-date
tablee. To expedite the matter, abridged mortality tables,
reflecting the experience of the yerrs 1933, 1934 and 1935
have been made. Although these tabler give avpproximete
results only I have no doubt that they are sufficiently
accurate for the purpose.

It should be noted that no allowence has been made
for migration and that ¥aoris gre not included.

It will be appreciated that the further estimater
are made into the future the less reliamnce can be placed upon
the figures produced. Up to 1990 the estimated populations
quoted arise from lives now in existence ~ their realization
depende only on the rates of mortality used being experienced
in future. During the last 50 years rates of mortality have
been Bteadily declining and there is no reason to suppose
that this movement has resaohed its 1limit. Bastimetes beyond
1990 are leses reliable still ag it is necessary in their
production to meke some essumplion - which may be far from
the truth - as to the future birth-rate.

S. Beckingeale.

Actusry.



APPENDIX ®"4aw,

Bstimated Populations and Annual Cost of Pensions of 10/- per week.

' Cost of 10/- per week Cost of 10/-

To 0% 0T . peET Week .

Yooy lMales 65 Females 60 Total To total total Males &Q Females 55 Total (aITTIons) Yesar
and over sand over (millions) {millions) | and over and over
: z. z.

1940 56,000 59,7700 145,700 3,80 2,28 92,900 130,900 223,800 5.84 1940
1945 70,500 108,600 179,100 4,67 2.80 110,700 153, 600 264, 300 6.90 1945
1950 83,600 126,500 210,100 5.48 5.2y 124,100 169,700 29%,800 767 1950
1955 72,300 137,900 230, 200 5.01 2,60 128, 300 183,700 311,600 8,13 1955
1960 93,100 146,900 240,000 6.25 3,76 133,100 193,900 327,000 B.53 1960
1965 95, 500 153,600 249,100 6.50 3.90 141,400 205, 200 346,600 9.04 1965,
1970 101,900 162,000 263,900 6.89 4.13 151, 500 217,100 368,600 9.62 19}d
19715 110,200 171,500 281,700 1.35 4,41 163,000 226,700 389,300 10.16 1975
1980 119,100 178,800 297,900 7.1 4.66 170,200 234,800 405,000 10,57 1980
1985 123,500 185,200 308,700 8.05 4.83 136,000 238,700 414,700 10.82 1985
1990 126,800 187,000 313,800 8.19 4.91 176,900 236,900 413,800 10.80 1990
1995 126,20 - 184,000 310,200 8.09 4,86 173,000 232,800 405,800 10.59 1995

2000 122,300 179,300 301, 600 7.87 4,72 / :




A.

B.

APPENDIX "Bt.

Alternative and Additional Pension Benefits gcaleoulated
on data available as at 31st December, 1936.

(I) OLD ACGE PENSIONS (¥on contributory).

(a) Pensions of 30/- per week payable at age
60 to males and age 55 to females with-
cut a means test and without the impos~
ition of a residential qualification
would, it is estimated, involve in the

first year the sum of cos  ens £15,679,000
At ages 60 for males and femzles the -

co0st Will DEe  ecs  ces oee o £12,560,000
At ages 65 for males and 60 for

females the coet will D& eee  soo £10,065,000

(b) The qualifications for the old age pension
are: The applicant, if a male, must have
reached the age of 65 years, or if a female,
60 years; must have resided continuously
in New Zealand for the period of 20 years
preceding date claim is estavlished and
the yearly income including pension of the
applicant must not exceed £110-10/- and
if married the combined incomes including
pensions must not exceed £169. 52,000
out of 129,000 persons in the age group
are at present in receipt of the pension
which is £58-10/- per annum (22/6d. per
week) maximum, the annual value is £2,950,000

(11) If the pension is increased but not
exceeding £78 per annum (30/- per week)
maximum for recipients mentioned
immediately above the annual value willbe £3,800,000

If the pensione scale were altered to -
provide for the recipient group on the

begis of £2 per week for single persons

and £3 per week for married couples the

annual value will be cos eve .. £4,810,000

(1II) 1If the age qualification was reduced to
males 60 years, females 55 years, butb
the present means test and residential
qualification retained the granting of
a pension at the rate of 30/- per week
would require ... PN oo vee £4,600,000

If the age qualification was reduced to

males 60 years, females 55 years, but

the present means tesi and residential
qualification retained, the granting of

a pension of £2 per week to pingle

persons and £3 per week to married

couples would coei cee  ees  ses £6,179,000

CONTRIBUTORY PENSIONS.

A pension of 10s/- or 1§s/- per week %o
persons of pension age to the following groups .
would involve the annual amounte &= ahown'qfwlos/—p-wo 158/-p+W.
. £ £

(1} At ages 65 males, 60 females
B; Po every person in the age group 3,380,000 5,070,000
Excluding persons at present in .
recoipt of -01d Age Pensions 2,050,000 3,075,000

(11} At ages 60 males, 55 females
{a) To avery person in the age group 5,260,000 7,890,000
b) Excluding pereons at present in
receipt of 01d Age Pension 3,100,000 4,650,000



(Numbers refer to paragraphs)

\
Actuary: '
Estimates of population.
Estimates of pension coata

See Appendix "A".

Adminiétration:
Form of, 61.
Need for co-ordination in,62.

Alternative Pension Provisions:
Bstimeted cost of, 66 and
Appendix "3%,

Ancillary Pensions:
Depcription of, 25(a).

Annual Reporis:
See under Statutory
Committee, 58.

Anomallies:
Benefite to children of
invalids, 42.
Benefits to children of
widows, 38 and 39.

Aseistance (Unemployment):
According to need, 21.

Benefita:
Adminisetration of, 62, 63.

Pritish National Health Insurance

Scheme:
Scope of, 7.

Britieh Pension Scheme:
Basise of, 3l.

Business men:
Re small, for unemployment
assistance, 20(v).

Children: '
Allowances for dependent,
of widows, 38,
Allowances for dependent,
of ipvalids, 42.
Allowances for orphzns, 4l.

Combined Scheme for Pensions,
Heelth Service and Unemploy-
ment Allowancess '

Administration of, 8.
Apportionment of costs, 55.
Development and planning
of, 10 {e and f).
Betimeted cost of, 2.
Initiation of, 24.
Proposals for, 10.

Compensation:
Sea Third Party Riek and
Workers' Compensation.

Competitive Industry:
Subsidising of, 20{v}.

Consolidated Fund:
Charges on, 54.
Coets of Scheme, 54.
Existing Services etc.,54.

Contracts for benefits of a type
similar to proposed National
Scheme: '

Disturbing of, 10(c).
Encouragement of, 10(d).

Contributory Pensions:

Advieable to indicate policy
Te, 35‘

Age group for, 31.

Conservation of contributions
for, 60.

Contribution for 10/- per week
pension age group under 20
years, 34.

Effect of, on free pension

, system, 32.
* Establishment of, 30.

Betimated cost of 10/- per week
pension to persons in old
age group, 33.

" Increase of levy for, five
yearly intervals, 35.

Increasing, weekly rate, 34.

Insurance baspis for, 30.

Premiums for, 3l.

Population, statistice etc.,
Appendix ®"AY, '

Quarterly levy for, 34.

Recommenda tion f or establish-

" ment of, 32. o

Diptriet Court of Refe:eea:
Punction of, 20(iv).

Emerging Costms:
Principle of, 59.

Fermers (emall):
Unemployment benefits etcs,
_2OV)= .

Finanoe: T
Allowances to be a charge on
Consolidated Fund, 48 & 49.
Consolidated Fund, pressnt
charges on, 49. '
Emerging cost principle, 59.
Health Service & Supsrannua-
tion benefites, tax for,
48 end 49.
Increase of wage tax, 50.



Finance: (Cont}
Pensinns, incidence of tax
to provide, 49.
Tables re, 52 and 54.
Unemployment levy, increase
of, 53,

Hawkers:
Unemployment benefite etc.20(v).

Heglth Servioce:
Cost of initial stage of
auvgmented, 13.
Descirption of, 1.
Development of by stages, 12.
Parlismentary Committeo re, 11.

Immigration:
Effect of, on future pension
liability, 3.
Relation of, to unemployment,l5.

Income:

Egtimated texable, of Dominion,5l

Guarantesed amount at pension

age, 27.
Guarantead minimum principle, 29.
Invalide:
Anomaly re children's allowance,

42.
Guaranteed principle of minimum
income, 42.
Present free psneion for, 42.

Levy:
Quarterly, for contributory
pensions, 53.
Unemployment, 31, 53.

Minister of PFinance:
Control of finances, 61.

National Provident Fund:
Machinery of, to be utilised re
- gontridbutory peneions, 60.

01d Age Pensions {non-contributory):

Increaping rate, annmual cost,27.
Number & present annual cost,26.
Principle of guaranteed

income, 27.

Organization:
Bullding on existing servicee,
10(b) .
Orphans:
Cost of pensions for, 41l.
Principles adopted re pensions
for 3 41,

Recommendations re pensions t0,41L.

Profite:
Unemployment benefits check on,

) _ 20{v) .
Rehabilitations
Unemployment measures for, 23.

Reeidentiel Qualification:
Benefits subject to, 28.

Revenue:
Wage tax as, 28.

Services:
Expenditure on exieting, Y.
Present services as nucleus
to Universal Scheme,10(b).
Transferability re, 5.

Sickness Benefits:
Administrative costs re, 43.
Basis of scale for, 43.
Benefits hereunder limiteds3
Local supervision re, 43.

Statutory Committees
Appointment of, 58. ,
Function of, 58. f

Superannuation (See also
Universal Superannuation):
Insurance principles for,56.
Pensions as-of-right, -
contractual basis, 56. .
Replacement of noncon- /
tributory pensions,57. i

Texation:

Amount of, to provide cost
of acheme, 2.

Levy for contributory
pensions,; 31.

Tax on wages and other
income, 959.

Third Party Risk Insurancet

Compeneation disposal of,
44 and 49.

Coste of, borne by, 44.

Cost of, litigation, 46.

Injury from motor vehicles,

43.

Injury thereunder, exc%usion
from definition of sick-
ness, 44,

Premiums for, 47.

Proof of negligence etc.4b.

Sickneses and imvalidity in
relation to, 46.

State monopoly advocated, 47

Umpires
Disputs re claims for
unemployment benefit,20(iv)

Unemployment:
Allowances during, 1.
Anomalies in the system,17.
Assistance according to
need, 20(III), 2l.
Benefit able, limitation
of, 20??{.
Development works eto., 21.
Emergency measures for, 14.
Employability etc., 2l.
English practice of
inveatigation, 20(iv).
English system re, 18.
Estimated cost of-benefits,

_ 247~
Expenditure, for presenu:zﬁ?w\
Leaving employment to

register for benefits,
20(5.'\7) °
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Unemployment {Cont}.s
Means Test, 18.
Recommendations re, 20.
Reduction oflb.
Relief for, 23.
Rotation of unemployed on
works, 21.
Spreading of works etc.; 2l
Women e tc., 22,
Women and English experience, 22.

Universal Superannuation:

Ambit of, 1.

Ancillary pensions etc., 25(2).

Approach to question of, 29.

BEffect of reducing qualifying
Bge, 24.

Estimated cost, 3.

Initial cost of scheme, 3.

Payable at specifisd ages, 3.

Pensions {(non-contributory)
present rates, 26.

Pensions (non-contributory)
effect of inoreasing annual
value, 27.

Residential quaiification, 28.

n n

abolition of, 28.

Vital Statistics: :
Australian experience and
pension benefits, 3.
Birth rate, effect on pensions, 3.

Wage Tax:
~ Basis of, 5l.

Widows with dependent children:
Duration of pension payments, 38.
Guaranteed minimum income

principle re pension for, 38.
Present free pensions for, 38.

Widows without dependent children:
Aga group considered for pensions, 40-.
Cost of pensiona to, 40. :
Principles adopted re caloulating
pensions for, 40.
Recommenda tion re pensions for, 40.

Women :
Problem of benefite for, during
unemployment, 22.
Penaione for, 37.

Workers Compensations:
Compensation, disposal of, 44, 45.
Qost of, borne by, 44.
Injury thereunder exclusion from

definition of sickness, 44.

Lower premiuvme, 47.
Sickness benefits etc., 43.
State mrnnpoly, 47. .
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