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Who we are 

Te Utu Tika Hei Oranga i Aotearoa (TUTHOA) – Basic Income New Zealand Incorporated (BINZ) is a “Not-for-

Profit” organisation formed in 2015 to promote the introduction of a Basic Income in New Zealand. BINZ is 

an affiliate member organisation of the Basic Income Earth Network (BIEN) https://basicincome.org/ . 

A Basic Income is defined by BIEN as: “a periodic cash payment unconditionally delivered to all on an 

individual basis, without means-test or work requirement”. In New Zealand, we see Basic Income as a 

modest, periodic, weekly, or fortnightly payment to all citizens or legal residents paid in conjunction with 

an appropriate tax scheme to ensure the broad targeting of the payments toward those most in need. A 

Basic Income supports an equitable distribution of wealth while simplifying and minimising the compliance 

cost of government welfare programs. 

We consider that New Zealand Superannuation is an excellent scheme that should be maintained and 

supported. It is close to meeting the BIEN definition of a Basic Income and is an example of a Basic Income 

paid to those over age 65. 
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1. Submission 

Basic Income New Zealand supports New Zealand Superannuation as a non-contributory, non-means-

tested, opt-in superannuation scheme without work requirements.  

We consider the New Zealand Superannuation scheme a world leader that is sustainable in the short to 

medium term without modification. In the longer term, the net cost of the scheme might be reduced by 

improving the broad targeting of payments toward those most in need. 

We consider that broad targeting is a better alternative to means testing, raising the age of eligibility, or 

imposing work requirements, all of which are unnecessary and detrimental. 

We will also offer comments on the New Zealand Super Fund and KiwiSaver.  

2. International Obligations. 

Governments are obliged under the Universal Declaration of Human Rights (UDHR) and international 

covenants to ensure the well-being and adequate incomes of citizens, including those in retirement. 

Specifically, the UDHR and the International Covenant on Economic, Social and Cultural Rights (ICESCR) 

address these concerns. The UDHR outlines the right to social security and an adequate standard of living. 

The ICESCR elaborates on these rights, emphasising the right to social security, including protection against 

the loss of income due to old age. 

As a signatory country to the ICESCR, New Zealand is bound by the requirements of the covenant, which 

form part of International law. New Zealand signed the ICESCR on 12 November 1968 and ratified it on 28 

December 1978, so it is bound by the ICESCR.  

2.1 Specific Obligations: 

• Right to Social Security: 

Both the UDHR and the ICESCR recognise the right to social security, which includes provisions for 

income security in old age. 

• Adequate Standard of Living: 

The UDHR states that everyone has the right to a standard of living adequate for their health and well-

being, including in retirement. This encompasses access to essential resources like food, clothing, 

housing, and healthcare. 

• Protection Against Loss of Income: 

The ICESCR specifically obligates states to protect individuals from losing income due to old age, among 

other circumstances. This may involve establishing pension systems and other social security measures. 

• Positive Obligations: 

International human rights law imposes three types of obligations on states: respect, protect, and fulfil. 

In the context of retirement income, the obligation to fulfil means states must actively take steps to 

ensure that citizens can enjoy the right to social security, potentially through implementing and 

maintaining effective pension schemes. 

2.2 Key Instruments: 

• Universal Declaration of Human Rights (UDHR): 

Adopted in 1948, it lays the foundation for human rights, including social security.  

• International Covenant on Economic, Social and Cultural Rights (ICESCR): 

Adopted in 1966, it elaborates on economic, social, and cultural rights, including the right to social 

security. 
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These international legal frameworks place a responsibility on governments to proactively address the 

needs of their citizens in old age and ensure they have access to adequate resources and support to 

maintain a dignified standard of living. 

We see New Zealand Superannuation as the principal means by which New Zealand meets its 

obligations to ensure adequate living standards for New Zealand citizens of retirement age. 

 

3. Defining Broad and Narrow Targeting. 

This submission refers to Broad and Narrow targeting. They are defined as follows, with comments. 

In the context of welfare payments, broad and narrow targeting refer to how precisely government 

assistance is directed toward specific groups within the population: 

• Broad targeting uses relaxed eligibility criteria to include a wider segment of the population. This 

involves universal payments or benefits that phase out gradually with income. This reduces stigma 

and administrative complexity, but may increase government expenditure and include people with 

less need, known as inclusion errors. Suitable progressive tax systems employed with broad 

targeting improve targeting toward those with the greatest need and reduce net cost. With broad 

targeting, the circulation of money leads to a multiplier effect, boosting the economy and 

government tax revenue without increasing tax rates. 

• Narrow targeting means that benefits are directed only to those who meet strict eligibility criteria, 

typically based on income, assets, or other means tests and other obligations. The goal is to 

concentrate resources on those deemed most in need, minimising costs and maximising efficiency. 

However, this approach can lead to exclusion errors (missing people who need help) and may 

create stigma and disincentives to work. Very high abatement rates that often accompany narrow 

targeting can result in very high Effective Marginal Tax Rates (EMTRs) that may exceed 100%. High 

EMTRs create poverty traps that are often a major disincentive to work. 

 

4. Gross and Net Costs and Benefits, and short and long-term effects 

When considering changes to NZ Superannuation (NZ Super), NZ Super Fund, KiwiSaver, and related costs 

to the government, the government should look at the larger picture and all related factors. 

For example. New Zealand Superannuation is paid as a gross amount. Tax is deducted before payment, 

so recipients only receive the net amount:  

• Tax is also recovered from those who have other sources of income through the annual tax 

reconciliation.  

• The net, after-tax cost to the government gives a clearer indication of the cost to the government. 

• Additional savings occur when the NZ Super payments eliminate the need for other welfare and 

payments to meet other obligations that may occur if NZ Super were not available. 

• Basic Income trials indicate that recipients have improved health and well-being levels and that 

crime rates fall. This probably also occurs with NZ Super reducing government costs. 

4.1 Circulation of money, the multiplier effect, and the velocity of money 

• The government should also consider the circulation of money. Money paid out as New Zealand 

superannuation payments will be largely spent by those who receive it in their local areas. This 

boosts local, regional, and national economies while targeting an economic boost to the areas 

where superannuitants reside and spend their money.  

• The payments produce a multiplier effect and increase the velocity of money. Basic Income trials 

indicate that the multiplier effect can be as high as 2.6 times in local areas. 

• Boosting the economy through the multiplier effect increases government tax revenue without 

increasing tax rates. 
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4.2 Reducing New Zealand Superannuation expenditure will reduce government tax revenue. 

Just as increasing NZ Super expenditure increases government revenue, reducing government 

expenditure reduces government revenue due to the multiplier effect.  

• With less money to spend, recipients will spend less, decreasing overall economic activity.  

• This lowers government tax revenue, as there is less personal income and spending to tax.  

• The initial cut in spending can trigger a chain reaction, where reduced spending leads to lower 

incomes, further reducing spending, and so on. 

4.3 Further explanation: 

• Initial Impact: 

Reducing NZ Superannuation expenditure directly decreases the amount of money circulating in 

the economy, as recipients have less disposable income. 

• Multiplier Effect: 

This initial decrease in spending can have a larger impact on the economy. 

• For example, if a pensioner spends less on goods and services, businesses that sell those goods 

and services will see a decrease in revenue, potentially leading to layoffs or reduced 

investment, further decreasing spending and income in the economy. 

• Tax Revenue: 

As overall economic activity decreases, so does the amount of tax revenue the government 

collects. This is because taxes are collected on income, spending, and profits, all of which are 

affected by the initial reduction in NZ Superannuation. 

• Feedback Loop: 

The reduction in tax revenue can lead to further government spending cuts or increased borrowing 

to balance the budget, potentially exacerbating the economic downturn and further reducing 

revenue. 

In essence, the initial decrease in government spending on NZ Superannuation can have a ripple 

effect throughout the economy, reducing overall economic activity and subsequently reducing 

government revenue. The size of this effect depends on the "multiplier," which represents how 

much total income changes for every dollar change in spending. 

5. Perceived need to better target New Zealand Superannuation payments 

While no substantive evidence has been presented in support of a perceived need to reduce NZ Super 

payments in the short, medium or long term, the long term is more uncertain.  

• There is, however, a perception that an ageing population will, in the long term, lead to a need 

to either reduce NZ Super payments, better target the payments to those in need, raise the age 

of eligibility, or introduce means testing. This perception is not based on sound evidence or 

reasoning and is countered by national and international evidence. 

• Nevertheless, if the possibility of reducing the overall cost of NZ Superannuation is 

contemplated, we consider that improved Broad Targeting offers the best solution.  

• Regardless of the need to improve targeting, improved targeting can reduce inclusion errors 

and lower the net cost of the scheme while freeing up government revenue that might be 

usefully used elsewhere, perhaps for improved child support.  
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6. Broad Targeting of New Zealand Superannuation and how it could be improved? 

New Zealand Superannuation is a taxable payment and, consequently, the present progressive tax system 

provides a degree of broad targeting.  

• Those with no or little other income pay tax on the gross NZ Super amount at the lowest tax rates. 

• Those with income in the highest tax bracket pay tax on the gross NZ Super amount at the 

maximum marginal tax rate. 

• At present, the maximum marginal tax rate is 39% so those with the highest marginal tax rate, over 

$180,000 income, will pay tax on their NZ Super payments at the highest marginal tax rate of 39% 

and retain 61% of the Gross payment as their net payment.  

• This provides a degree of broad targeting as those with low incomes will receive a larger net 

payment than those with high incomes. 

Targeting could be improved by coupling NZ Superannuation to a revised tax scale. The objective of the 

revised scale is to abate the extra net income received from NZ Super so that those on high incomes receive 

reduced or no additional net income from NZ Super. 

• The present tax scale is designed for those who do not receive a government benefit. 

• Paying tax on a revised tax scale could improve the broad targeting of NZ Super to those who need 

NZ Super payments the most.  

• A suitable tax would be a progressive tax with tax rates that are always equal to or greater than the 

present marginal tax rates. 

• The new tax scale would ensure that those with no or low incomes receive the same net benefit 

from NZ Super as they do at present, while the net benefit received is progressively tapered so that 

those on higher incomes receive little or no benefit from NZ Super payments. 

• A suitable tax might be achieved in one of several ways that include the following, or a combination 

of the following. 

o Adding a fixed percentage, say between 10% and 15%, to all current marginal tax rates. 

o Lower the tax thresholds so that people pass into higher marginal tax rates at lower gross 

income thresholds. 

o Instigate a higher initial tax rate, say 33%, and increase the marginal rates progressively to 

higher rates at the same thresholds as the present tax system. For example, increasing the 

marginal rate from 33% to 39% at a gross income of $180,000, as occurs at present.  

• The best results are achieved when New Zealand Superannuation is paid as a gross or taxable 

amount, with the gross amount added to other income, and the total taxed using the revised scale. 

 

7. Benefits of Improved Broad Targeting 

7.1 Improves the targeting of NZ Super payments toward those on the lowest Incomes. 

7.2 Reduces the total cost of the Superannuation scheme and the perceived need to increase the age 

of eligibility. 

7.3 Improved targeting of NZ Super to those on lower incomes improves the stabilising effect of NZ 

Super on the economy while increasing the multiplier effect and the velocity of money, and 

consequently, increases tax returns for the government. This gives the government greater 

disposable income. 

7.4 Paying everyone the same gross superannuation amount and then taxing their total gross income 

with a suitable tax scheme is a fairer system than the current system of paying everyone the same 

gross superannuation amount and taxing their total gross income with the current tax scale that is 

designed for people not receiving NZ Super. 

o The current system of paying NZ Superannuation in conjunction with the present 

progressive tax unduly rewards the wealthy. 
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7.5 The best results are achieved when Superannuation payments are taxable. Superannuation 

payments are added to other income, and the alternative tax is applied to total income. 

7.6 Altering New Zealand Superannuation by applying an alternative tax improves the targeting of NZ 

Superannuation toward those on lower incomes and may save 10% of the net cost from the upper 

end of the distribution while leaving the majority of recipients little affected. More details are 

available at https://www.interest.co.nz/personal-finance/81629/susan-st-john-says-altering-nz-

super-basic-income-could-save-10-net-cost  . 

7.7 As NZ Super is an opt-in scheme, those who elect to not take up NZ Super due to the revised 

taxation schedule will reduce the overall net cost of the scheme.  

 

8. Other options proposed to improve targeting or reduce the net cost of NZ Super 

A taxable New Zealand Superannuation with an alternative tax scale provides the best targeting of NZ 

Super to those with the lowest incomes. Other proposals include the following. 

8.1 Making the NZ Super payments tax-free, with other income subject to a revised tax scale.  

o The proposal deviates from the present practice and principle that all income, including 

benefit income, should be taxed. 

o Tax-free NZ Super payments eliminate the targeting of the superannuation payments 

toward those on the lowest incomes and reduce government revenue. 

o With the same tax scale for taxable and tax-free NZ Super schemes, the tax-free option 

achieves less targeting and smaller cost savings than a scheme with taxable payments. 

o A tax-free scheme benefits those with the highest incomes the most.  

o To achieve the same overall degree of targeting and savings with tax-free payments, larger 

tax increases are required on the remaining taxable income to achieve the same overall 

savings as a taxable NZ Super scheme. 

o Larger tax increases could result in increased opposition to the proposal and lead to 

increased tax avoidance. 

For these reasons, a taxable NZ Super with an appropriate progressive taxation is preferable. 

8.2 Introduce Means Testing of assets or incomes, or both. 

While means testing may reduce total expenditure, means testing New Zealand Superannuation 

(NZ Super) could introduce a range of unintended consequences that undermine its current 

strengths. Here are the key negative impacts: 

8.2.1. Administrative Complexity 

New Zealand Superannuation is currently simple and low-cost to administer.  
Introducing means testing would require: 

o Income and asset assessments 

o Ongoing reporting and verification 

o Appeals and compliance systems 

This would increase bureaucracy and administrative costs. 

8.2.2. Stigma and Reduced Take-Up 

Universal benefits like NZ Super are widely accepted and carry no stigma. Means testing could: 

o Discourage eligible people from applying 

o Create a sense of shame or dependency 

o Undermine the dignity of retirement 

This would lead to exclusion errors where eligible people fail to apply for NZ Super   

https://www.interest.co.nz/personal-finance/81629/susan-st-john-says-altering-nz-super-basic-income-could-save-10-net-cost
https://www.interest.co.nz/personal-finance/81629/susan-st-john-says-altering-nz-super-basic-income-could-save-10-net-cost
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8.2.3. Disincentives to Save or Work 

If NZ Super is reduced as income or assets rise, it may: 

o Penalise those who save for retirement 

o Discourage part-time work after 65 

o Create poverty traps where earning more leads to a net loss in income 

8.2.4. Political and Cultural Resistance 

NZ Super is seen as an earned right after a lifetime of tax contributions. Means testing could: 

o Erode public trust in the retirement system 

o Be viewed as breaking a social contract 

o Provoke backlash from middle-income retirees 

8.2.5. Equity and Gender Concerns 

Means testing could disproportionately affect: 

o Women, who often have lower lifetime earnings and savings 

o Renters, who lack housing assets 

o Māori and Pasifika communities, who have shorter life expectancies and may receive NZ 

Super for fewer years 

While means testing might reduce fiscal costs, it risks undermining the very features that make NZ 
Super effective: simplicity, universality, and social cohesion. That is why many experts advocate for 
Broad Targeting of New Zealand Superannuation with an appropriate progressive taxation as a 
more elegant and equitable alternative. 

8.3 Raise the age of eligibility 

Raising the age of eligibility for New Zealand Superannuation (NZ Super) may improve fiscal 

sustainability, but it comes with several significant downsides, especially for equity, wellbeing, and 

social cohesion. Here are the key negative aspects: 

8.3.1. Disproportionate Impact on Vulnerable Groups 

o Māori and Pasifika populations have shorter life expectancies and may receive NZ Super for 

fewer years, making a later start date especially inequitable and open advocates to 

allegations of racism. 

o Manual workers and those in physically demanding jobs may struggle to remain employed 

until a higher eligibility age, requiring them to apply for disability or other benefits. 

o Women, who often have interrupted work histories and lower lifetime earnings, may be 

disproportionately affected. 

8.3.2. Increased Hardship for Older Workers 

o Many older people face age discrimination, health issues, or unstable employment. 

o Delaying NZ Super could leave them without income support, increasing reliance on 

hardship grants or other benefits. 

8.3.3. Undermines Simplicity and Universality 

o NZ Super is admired for being simple, universal, and predictable. Raising the age introduces 

complexity and uncertainty, especially for those nearing retirement.  
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8.3.4. Intergenerational Tensions 

o Younger generations may view the change as unfair, especially if they have contributed 

taxes under the assumption of receiving NZ Super at 65. 

o It could deepen perceptions of intergenerational inequality, particularly in housing and 

wealth accumulation. 

8.3.5. Limited Fiscal Gains in the Short Term 

o Because the change would be phased in gradually, fiscal savings are delayed. 

o Meanwhile, the social costs—like increased hardship and reduced well-being—are felt 

immediately by those affected. 

While raising the age may appear fiscally prudent, it risks shifting costs onto those least able to bear 

them. That’s why many experts advocate for Broad targeting with appropriate progressive taxation of 

New Zealand Superannuation or models that preserve universality while improving equity. 

Further Discussion on NZ Super and ways that it might be modified to improve targeting and reduce overall 

net cost is available on the Te Utu Tika Hei Oranga i Aotearoa – Basic Income New Zealand website at 

https://basicincomenz.net/nz-superannuation/  

9. Optional retirement age 

While longevity and general good health have been progressively improving, some people still suffer from 

deteriorating health at an earlier age. This may or may not be due to lifestyle or avoidable factors, and can 

be associated with particular ethnic groups.  

Those with poor health before the nominal retirement age of 65 or short life expectancy tend to be 

discriminated against by the fixed retirement age of 65 for NZ Super. Increasing the age of eligibility will 

exacerbate this problem. 

Consideration could be given to a more flexible retirement age for NZ Super. Possibilities include: 

• Allowing people with terminal illnesses, say two years or less, to retire early with full New Zealand 

Superannuation rates. 

• Allow others, with or without poor health but with normal life expectancy, to retire after age 60 

but before 65 with proportionately reduced NZ Super payment rates. 

• Allowing others to delay retirement while they continue in paid employment up to say age 70 with 

a proportionately increased NZ Super payment rate. 

 

10. New Zealand Superannuation Fund 

Te Utu Tika Hei Oranga i Aotearoa – Basic Income New Zealand (BINZ) supports the continued government 

support for and development of the New Zealand Superannuation Fund. 

 

11. KiwiSaver 

Te Utu Tika Hei Oranga i Aotearoa – Basic Income New Zealand (BINZ) supports the increased employee 

and employer contributions announced in the last budget.  

However, we are concerned about the cut in the Government contribution. This is the second time that the 

government contribution has been halved, and may indicate a disturbing trend. 

The reduction of the government subsidy for KiwiSaver will negatively impact savers, particularly the self-

employed and those with lower incomes. While higher contribution rates (4% for employees and 

employers) may boost overall savings, the reduced government contribution acts as a disincentive for 

some, especially those with lower and variable incomes and those more reliant on the government top-up.  

https://basicincomenz.net/nz-superannuation/
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11.1 Negative Impacts of reduced government contributions: 

• Reduced incentive to save, particularly for the self-employed: The self-employed, who rely on 

voluntary contributions, will see a significant decrease in the government's contribution, 

potentially discouraging them from saving or increasing their contributions. 

• Lower-income earners affected by reduced government contribution: Those earning low incomes 

will see a reduction in their government contribution. 

• Potential for lower overall retirement savings: Even with higher contribution rates, the reduced 

government incentive could result in lower overall retirement savings for some individuals, 

particularly if they are unable to increase their contributions to offset the loss of the government 

match. 

• Increased inequality: The reduction of the government contribution for lower earners could 

exacerbate existing inequalities in retirement savings, as lower earners previously benefited more 

from the scheme. 

11.2 Who will be affected most? 

• Self-employed individuals: As they don't benefit from employer contributions, the reduced 

government contribution significantly impacts their savings. 

• Low-income earners: The reduced government contribution will have a greater impact on those 

with lower incomes, potentially affecting their ability to build a comfortable retirement. 

• Individuals with fluctuating incomes: Those with variable incomes may find it difficult to maintain 

consistent contributions. 

• Overall, while the increased contribution rates are intended to boost long-term savings, the 

reduction in the government contribution, particularly for lower-income earners and the self-

employed, is a significant drawback. The changes may lead to reduced participation and lower 

overall retirement savings for some, potentially exacerbating existing inequalities. 

 

12. Conclusions 

Te Utu Tika Hei Oranga i Aotearoa – Basic Income New Zealand (BINZ) supports: 

• BINZ supports the current settings for New Zealand Superannuation.  

• BINZ supports consideration of a more flexible approach to the age of retirement for NZ Super. 

• BINZ strongly supports continued government support of the Government Superannuation Fund. 

• BINZ supports the increased employee and employer contributions to KiwiSaver. 

If changes are required to improve targeting and reduce the overall cost of the scheme, BINZ supports: 

• Improving Broad Targeting with an appropriate progressive tax, coupled with opting in to NZ Super.  

BINZ does not support: 

• Means testing or raising the age of eligibility to increase the targeting, or reduce the overall cost, of 

the New Zealand Superannuation scheme, or introducing means testing or raising the age of 

eligibility for other reasons. 

• BINZ does not support the cut in government contributions to KiwiSaver. 

 

 

I B Middleton 

For:  

Te Utu Tika Hei Oranga i Aotearoa 

Basic Income New Zealand 


