Saving New Zealand Update
Welcome

Welcome to the first of what will be a series of very brief email updates on progress towards developing a savings framework for all New Zealanders.   In this issue we look at Dr Michael Cullen’s speech to the Savings and Fund Management Conference in Wellington on 29 April in which he endorsed the idea of a savings framework and a savings forum.  We also briefly update progress towards bringing on board people who, like you, will play an important part in developing that framework.

Finance Minister endorses savings framework, forum

Finance Minister Michael Cullen used a major speech to the Savings and Fund Management Conference last month to endorse the idea of a saving forum and a partnership of interested parties to develop a framework to progress savings issues, especially those relating to employer-based superannuation schemes.   The Minister’s comments were prompted by an ISI briefing on the proposed Saving New Zealand programme, which seeks to draw in a wide range of businesses, unions and other interested groups and individuals to develop a framework to promote a higher level of lifetime saving by New Zealanders.

“What we need is a shift in savings culture,” he said, “and there is no easy way that such shifts can be bought”.

Dr Cullen repeated his scepticism about the value of tax incentives to encourage saving, but said he was “willing to listen to reasoned arguments”.

He acknowledged the impact of tax policies on savings behaviour however and outlined a number of areas where government had made decisions or was considering options to ensure the tax system did not discourage people from saving for their retirement.   These included the recently announced decision to introduce legislation to “ensure that contributions to workers with annual salary/wages and superannuation contributions below $38,000 are taxed at the appropriate marginal tax rate.”  Other issues were the flat rate taxation of 33 percent on savings returns that penalises low-income earners (“…a system that eliminates this inequity would be ideal” he said); plus the possible impact on savings rates of the current TET tax regime; and government’s proposals to “better align the GST treatment of the financial services sector with that of other industries”.

The speech gives a good insight into the Minister’s current thinking on savings issues.   For the full text go to: www.beehive.govt.nz/ViewDocument.cfm?DocumentID=16587
Partners sign-up
The main focus of the Saving New Zealand programme right now is ensuring we contact as many as possible of those with a strong interest in improving New Zealand’s long-term savings record.  This includes a wide range of employers and unions, business and community groups and of course politicians.   The reaction to date has been overwhelmingly positive, with a high level of interest in becoming more involved in developing a savings framework.   ISI has initiated this programme, but the process for building the framework and specific policy recommendations will be developed with those who want to become partners in changing New Zealand’s savings culture.

Work is well underway on this and we will bring you more information on the proposed process and forum in future issues.   If you want to become more actively involved now, please contact us at the address below.

Questions?

If you have questions about the proposed savings framework or the process for developing the framework, please contact us at isi@isi.org.nz.  We will answer questions directly and will include a Q&A section in future newsletters.

You are on this mailing list because you have either been contacted about the Saving New Zealand programme or have been nominated by someone who is involved.  If you don't wish to receive this newsletter, please contact the sender.

