THE TREASURY

Reference: 20150232

Kaltohutohu Kaupapa Rawa

12 August 2015

A M C Smith
andrew.smith@vuw.ac.nz

Dear AMC Smith

Thank you for your Official Information Act request, received on 17 June 2015. You
requested the following: '

papers relating to the negotiation of the Agreement on Social Security between
the Government of New Zealand and the Government of Auslralia done at
Canberra on 28 March 2001. | am seeking information on the policy
considerations and any estimates of the costs to each country in applying this
agreement.

Following discussion with a Treasury employee your request was refined to:

Substantive advice on the policy considerations and any estimates of the costs to
each country associated with negotiation of the Agreement on Social Security
between the Government of New Zealand and the Government of Australia done
at Canberra on 28 March 2001, from 1999-2001.

On 15 July 2015 we sought an extension of 20 working days. A response to your
request is now due by 12 August 2015.

Information Being Released

Please find enclosed the following documents:

Item | Date Document Description Decision

1. 11 May 1998 Brisfing for Cabinet Strategy Release in part
Committee Meeting on 11 May 1999

2 | 21 May 1999 Negotiating parameters for joint Prime | Release in part
Ministerial Taskforce on CER R

3 18 August 2000 Treasury Report: Negotiations Over fR‘?!éé,Sﬁ'. in paﬁ
Social Security Arrangements with TS
Australia L o ‘ i

o |#thanizon | FmeoRfrCaiing oseton [ Rolsenil |
Security Arrangement (ASSA) ; }-',///"/”Z'?,.V'" BTN

. v .
eI rrace \\\
"~ PO Box 3724 0N




5. 21 August 2000 GM-Quick summary of coslings- Release in full
' 21Augl0

6. 27 September 2000 | Negotiations over Social Security Release in full
arrangements with Australia

7 2 Qctober 2000 Fisc_al Impllclalions of Negoﬁatio'} of Release in full
: Social Security Arrangements with

Australia

g. | 3 Cctober 2000 Briefing for Cabinet Policy Commitlee | Release in part
4 Oclober 2000

9. | 7 November 2000 Briefing for Cabinet Policy Commitlee | Release in part
8 November 2000

10. | 20 November 2000 | KG-ASSA impact on brovisions Release in full

framework-21Aug2000
11. | 20 November 2000 | Negotiation of Social Security Release in part

Arrangements with Australia - Meeting
with Group Ministers with Power 1o Act

12. | 12 December 2000 | Briefing for Cabinet Policy Committee | Release in part
13 December 2000

13. | 12 February 2001 MSP-final ASSA costings-28 Nov 2000 | Release in full

14. | 20 February 2001 Briefing for Cabinet Policy Commitiee | Release in part
21 February 2001

15. | 10 April 2001 Trans-Tasman Migration: Evidence Release in part
and Policy Implications

| have decided to release the relevant parts of the documents listed above, subject fo
information being withheld under one or more of the following sections of the Official
Information Act, as applicable:

U under section 6(a) — to protect the security or defence of New Zealand or the
international relations of the Government of New Zealand :

. section 9(2)(a) — to protect the privacy of natural persons, including deceased
people -

. section 9(2)(f)(iv) — to maintain the current constitutional conventions protecting
the confidentiality of advice tendered by Ministers and officials

. section 9(2)(a)(i) — to maintain the effective conduct of public affairs through the
free and frank expression of opinions

. confidential information, under section 9(2)(]) — to enable the Crown to negotiate
without disadvantage or prejudice.

Information Publicly Available

The following information is covered by your request and is publicly available on the
Treasury website.




Item | Date Document Description Website
1, 8 November Treasury Working Paper 01/07 “Go htip:fiwww.treasury.govt.nz/pu
2001 West, Young Man, Go West!'? blications/research-
policy/wp/2001/01-07/twp01-
07.pdf
2. 8 November Treasury Working Paper 01/22. Brain hitp:/fwww.treasury.govt.nz/pu
2001 Drain or Brain Exchange? blications/research-
' policy/wp/2001/01-22Awp01-
22.pdf

Accordingly, | have refused your request for the documents listed in the above table
under section 18(d) of the Official Information Act 1982 — the information requested is
or will scon be publicly available.

in making my decision, | have considered the public interest c_onsideratibns in section '
9(1) of the Official Information Act.

Please note that this information has been provided for your research interest, and we
would appreciate your engagement prior to any public use of the material.

This fully covers the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

28

¢t

David Macka _
Manager, Labour Market & Welfare
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TREASURY REPORT COVER SHEET

Report No:

Date:

Security Classification: In

T99C/965

11 May 1999 @

Confidence %

Doc 1
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o &
®@

mittee Meeting

Subject: Briefing fi %@2@1 Stra
on11M
f\é\t%ought &\\; Deadline
Treasurer Tuesday, 11 May 1999 alt

ﬁaad prior to @\)

8.45 am

A9
<Q/\

Minister of Finance x/

MRead %@

Tuesday, 11 May 1999 at
8.45 am

Associate Ministe F‘l@&e Not % None

(Dr Hon Lockw%s&m =

Associate Mirfjst }#inance A Btw None

(Hon Tuarikj John® Iamere)\ \e>
N4 NV

C-@ o Tele%go\n%%scussion (if required):

Name \ pbsition Telephone Suggested

Direct Line  After Hours First

/S Contact

Lesley Haine§< ~ | Director, Policy Co-ordination 4715 932 562 8644 v

(?\\ and Development
Alan Bollard / Secretary 4715176 569 6058




Doc 1
Page 2 of 89

PC/M/M
T99C/965

IN CONFIDENCE

11 May 1999

Minister of Finance

cc.  Associate Minister of Finan on Loc d Srith)
Associate Minister of Fig n Tuari ’i% elamere)

: Update
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Joint Prime Ministerial Taskforce on Australia-New Zealand Closer
Economic Relations: Update

Responsible Manager: John Wilson

33. This paper summarise progress to date from the Prime Ministerial
taskforce on Australia-New Zealand Closer Econo elatlons estg%ed at

the time of Mr Howard's visit to New Zealand earlie oar. _
34. The paper indicates that there is no im %%rospe |ng to a
borderless environment between Australl % ew Zea he paper
indicates directions for policy progress in g-ARumb Po areas; the most
difficult are the social security relationshig, and-investme t|ons

35. On social security, the pape
unsatisfactory to both countries. |
paying its share of the costs, an

and Australian dissatisfactio
to destabilise ofher elem
further Cabinet paper which

; d is not perceived as
W Zeal €’costs are quite volatile,
area o th tionship has the potential
e relat ."The paper foreshadows a
ropos stable interim agreement with
agreement is established. That

Australia on social s while a Io%(%
interim agreement ;v Iso pro j Australia to implement the child

s thai%a g(l ting relationship is

support agreemen as be oliated with Australia. It has become

clear that Austr ot im he agreement until it is satisfied that

there is subsfanti d sati progress on revising the Social Securlty

agreement.

36. Opi ent, Austr liay has resisted any bilateral initiative to free up

Tran invest nt Australia has, however, reiterated its willingness

untkI auspi iew certain aspects of its foreign investment policy,
<§ b\) ¢ludin %ng notification thresholds. :

%

7>/The p ndicates a number of areas for progress in strengthening
economlag

Reco tion

38. recommended that you support the recommendations in the paper.
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Security Classification:

T99C/1057

21 May 1999 :@
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Subject: Negot:atuzﬁ% m
: Prime etial Task CER
ought & Deadline
Treasurer ead % Before Cabinet meeting on
AN < Monday, 24 May 1999
Minister of Finance <</2 N ote ( (\\\7 None
Assoclate Minister o ﬁ’ﬁ_ﬁ\e/ Note N None
(Dr Hon Lockwooglﬁm\f@ @
Associate Min sge g‘rr?ance %) None
(Hon Tuarlki \R\ ﬁ(lg mere)
Cogla@té% e[epw ussion {(if required):
Name tion Telephone Suggested
DirectLine  After Hours First
/2 Contact
Ross Jud Director, Welfare and Law 471 5279 478 4798
Directorate
Gerald Mi@')e\/ Manager, Welfare and Housing 471 5162 836535 v
S~
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GD/39/0/14-
T99C/10567
IN CONFIDENCE % &
21 May 1999 &% @i\é
Treasurer % §§:
Minister of Finance @
cc: Associate Minister of Finan on Loc d Srnith)

Associate Minister of Fin n TuariS;g elamere)
NEGOTIATING PA TERS F INT PRIME MINISTERIAL
TASKFORCE ON C
Background @

1. The Pri
approva iEiaIs to negotiate an interim social security
Australia a three-year period. The paper proposes that
offici N uthoris negotiate a solution totalling not more than

. i nditure over 1999/00, 2000/01 and 2001/02. This

inister is E{%ﬂ ing the attached paper to Cabinet on 24 May

additional expenditure could be less than $33.6 million,
a maximum limit for negotiations.

Treasury View

3. Treasury supports the general approach outlined in the paper as it gives
New Zealand and Australia time to develop a more durable, long-term social
security arrangement. '
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4. Treasury sees the proposed negotiating limit as reasonable, given:

a the strategic importance to the relationship between the two countries of
resolving the social security arrangement;

b  the volatility of forecasts over recent years. interim a@ ement
would minimise the uncertainty in the costs aland ovér the next
three years (other than that due to exchan é vand @

- N S
5. We support the recomme | ofthe<a1 erbecause:

%
a officials have made t % estim t
the existing arrang Iﬁe.mjsand i

likely risk of continuing with
the value of agreeing the

b Ministers waoulc ifinal ago er the level of costs negotiated.
j )

6. However;i E rtable with agreeing to the upper limit of

négotiatio ,YBu se that the Ministers listed in paragraph (2)
dations w
Y at at Cabinet you:

)
[)
I/

determi
a'Tecom

S
% recommendations in the Cabinet paper,

o

or

eith

b i propose, as an alternative to recommendation (a), that Cabinet
delegate authority to the Prime Minister, the Treasurer, the Minister
of Foreign Affairs and Trade, the Minister of International Trade, and
the Minister of Social Services, Work and Income to determine the
negotiating limit for the additional expenditure over and above the
forecast reimbursement under the current agreement; and
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i agree to the other recommendations in the Cabinet paper.

agreed/declined

Gerald Minnee . &§7 | §9

for Secretary to the Treasury

Rt Hon W F Birch @% : ; :
Treasurer
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THE TREASURY

Treasury Report: Negotiations Over Social Secur, rangem:ﬂ&wth
Australia K

RS &

Date: 18 August 2000 ga ury Priority: (‘R\gh\
Security Level: In Confidence : /g\@d()”??l
3%&))
Action Sought .
Deadline
Treasurer/Minister of Finance Meeting of key Ministers
scheduled for 4.30 pm,

21 August 2000

@%m

Associate Minister of K\Ef&% Regd& \> 4.30 pm 21 August 2000

7
@5
Contact f hon@@s:on if required)

o
ONEN\
Name F{q‘sitié\ _ Telephone 1st Contact

Gerald Minnee @ E_égfer, Welfare and 4715152 (wk) | 3836535 (res) v
sHabsing

Ross Judge &0% \Director, Welfare and 4715279 (wk) | 4784798 (res)

/TN Justice
)
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In Cenfidence

18 August 2000 SH3/2/20/3

Treasury Report: Negotiations Over Social Security Arrangements
with Australia

Executive Summary @2/) &

We understand that a meeting has been scheduled fo on Mo

21 August 2000 to discuss the progress report prepa lhe Ministr ﬂ%l@al Pollcy
(MSP) attached as Annex A .

The report summarises work-to-date (includl flndlng g-Joint Review of the
Australian Social Security Agreement (A seeks i}e to spend up to
$NZ30 million per annum above the co existing mitments, to negotiate
new arrangements. It also explores ?{;%t@arg sible re toptlons and negotiating
strategies. @

In our view, officials have not{'“v:ded encug to enable Ministers to make well-
informed decisions on how spen Z;?:g\m\latlng the ASSA or the best

‘ u agreeC:xF wish to signal the need for further
work along the lines sgtwut-ipthe reco - ation below. Further background

information on the Ii} rovided ttached Treasury report.

T2000/1721: Negotiations Over Social Security Arrangements with Australia Page 2
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In Confidence

Recommended Action

We recommend that you:

a  confirm the need for officials to do further work on the fo wing issues b f re
Ministers formally decide on how much to spend on reattfi agreemeng%
Australia:

i clarifying the nature and size of any "opp u}& st” on Au li mposed
TTT.

by the Trans-Tasman Travel Agreem
ii assessing the scope for addressmg @Ilgs concerhs Withput increasing
ati

New Zealand's current social sec ons tg ralia;
i updating the forecasts of Ne existing/AS ommitments as a
benchmark for costing altern | ns; an

iv  further refining, and evalu tm Rerhative gp: 6hs\/ ith more precise
X

securily centribution t ﬁ% ia by $N per annum, given:

costings @
b  agree that Ministers shoul mmﬂi@'@g the current value of its social
H

i Australia h

stantla e for receiving a larger contribution
ii New Zea ants co to the Australian economy more than they
‘ cost
i Ne 2/?1 and Auﬁa épresentatives should first explore other ways
dd g Australla oncerns about its sacial security costs before

ng a hlﬁ\rqpn ribution.

C Q ith oth k : lnlsters that additional spending on new arrangements

mpact t |on for the 2001 Budget and that this may restrain how
more much and can conlribute, given the Government's other spending
pnonttes

Gerald Minnee

Manager Welfare and Housing
for Secretary to the Treasury

Hon Dr Michael Cullen
Treasurer/Minister of Finance

T2000/1721: Negotlations Over Social Security Arrangements with Australia Page 3
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In Confidence

Treasury Report: Negotiations Over Social Securlty Arrangements
with Australia

Purpose of Report

</
1.  This report summarises the negotiating context, anqm\g s the ar r umng

further work so that Ministers can make informe son N d S
negoliating strategy.

Key issues emerging from the MSP r<e@o;§ %;
\)

v
2. Overrecent years, Australia has strgn \I élled % cts a much bigger

contribution from the New Zealan r ment to e somal security cost of

New Zealand migrants living i |l Austr h ates that cost to be

around $A930 million per ax w Zeala gg ntribute $A135 miilion (about
15%) in 2000/01 under our int agreem ustralia.

3.  The nub of the Australian-position is
(TTTA)I |mposes dal securj
migrants from nd (inclddi
New Zealand €i ip).

ha e~ Tans-Tasman Travel Agreement
c@)s on Australia, because it cannof screen
igrants from other countries who achieve

4. Australia (&g however.%a ntiated its position. Indeed the evidence
collect }s the review indicated that New Zealand migrants contribute
sub, tg iglly'to the \ajg economy. For example, New Zealanders living in
?% ay af least -5 billion in tax each year, more than offsetting their
erallsocial s sts. The Australian response that it could do even better
than-this by % ny migrants has not been validated. '

5. Onthe
likely l/(a

and, ongoing failure to resolve perceived problems with the ASSA is
ely affect our wider relationship with Australia. Australia could
lack of progress on ASSA talks by unilaterally imposing standard

ion criteria on New Zealanders or further restricting the access of New

6. Consequently, officials are looking for a mandate to renegotiate the ASSA. The
new arrangement could take one of three forms:

* A 'reimbursing” approach, under which New Zgaland partially compensates
Australia for the cost of social security for New Zealand migrants under some
agreed formula (and vice versa). This would continue the existing approach,
but in a simplified form,

T2000/1721: Negotlations Over Social Security Arrangements with Australia ) Page 4
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In Confidence

» A cost-sharing approach, under which each country pays social security to
both New Zealand and Australian migrants depending on how long they have
resided in that country. Under this arrangement, Australia would for example
provide income support for New Zealanders who have worked in Australia but

retired in New Zealand. Similarly, New Zealand would provide inco

support for Australians who have worked in New@. but reti&
Australia. @D

. A direct payment approach, under which so/ze\%) s of inco@ppod _
would be portable to the destination country, un d cenditions set
by the source country. For exampl &ould receive

some proportion of New Zealand g se to retire in
Australia. The host country wog les for migrants and

not be compensated that co % .
Officlals propose that any new<§p ¢h shoy gw\t{,sfricted to superannuation
and invalids benefit, and no%g{jie to labg ot payments (such as
unemployment benefits), or-suppoft for lo O families (such as family tax-

s
credits). @

Officials also pro agree @;9 es could be combined with

modifications {e_the-€urrent TT rans-Tasman migrants’ access to social
- security. @/? , -

urtherwo k is required drvspecifying the options and refining costings,
e that New Zedland would need to increase its current contribution to
i up to $NZ30 per annum to achieve a settlement.

S upport the preparation of a Cabinet paper to formalise the
proposed at&’for negotiations and a possible communications sirategy.

mmem<2/2

Co
11

12.

TN " B N
M gr posed negotiating mandate has a significant impact on the provisions for
the 2001 Budget. ldeally, this issue should be considered alongside the
Government's other spending priorities during the next Budget. The agreed
negotiating timetable with Australia means that Ministers will he asked to decide on
a significant area of spending well before the Budget.

Treasury appreciates the desirability of preserving and, if possible, enhancing
economic value of CER and TTTA to New Zealand, and the potential
consequences of a breakdown in our upcoming talks over future social security
arrangements with Australia.

T2000/1721: Negotlations Over Soclal Security Arrangements with Australia Page 5
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In Confidence

13. Even so, officials have not yet done sufficient work to enable Ministers to make well
informed decisions on how much to spend oh reaching agreement, or on which
particular approach fo adopt. We would prefer officials to carry out more work on
the following areas before Ministers approve a particular mandate:

o Clarifying the nature and size of any “opportunity cost” on Australia Sigiposed

by the TTTA. The current Australian perception t ey face sub\/tq&ﬂ
~opportunity costs influences their expectations ng negafiations

Work to date tentatively suggests that any s are li

compared to size of the economic contrib{t}/?% ew Zeald

Australia. But the Australian sense of unfairness seemsAQ pelsist.

New Zealand officials have commiss'oﬁ;cuﬁork on sizing-the.opportunity cost

to Australia, to put this concern in ive. The@ re due by mid
A

September. Properly done, this Id lower, gén n expectations.
@? rns without increasing

the value of New Zealan qyrity obligations to Australia.

Such approaches are I@eg\s

more fully the fiscal and i ces for both countries so we

can better advise@rs on the bestapproach.

ﬂ‘% he ﬁ?fonomic risks to New Zealand of

s Assessing mo
fatory Q;?' a seftlement is not reached. The MSP

. Assessing the scope for a

Australia ta
paper 1is/s\\[\pe risks, bu igls have not fully assessed their likelihood or

£ it stands, f-the adverse consequences (such as Australia

moscty
redu Q ﬁe access of igrants to Australian social security) are likely to

é\uwl hin a newrarr qument anyway. Further, the TTTA and the
ly free Q? our across the Tasman have value to Australia as
ellas Ne 7 s0 it Is not ¢lear how far Australia would impose

%g ratior(@%g reality.
F

. Upd 'orecasts of New Zealand's existing ASSA commitments as a
1(3? irk for costing the alternatives. The MSP paper provides indicative
Qé%o ings for the three options, without comparing those costing to the

wre’cost of current policy. This is because the future cost of our existing
mitments is not obvious. The 1924 ASSA agreement has not operated
for the last 2 years, because the parties agreed to an interim deal instead.

Under this deal, New Zealand agreed to pay Australia fixed amounts for

1998/2000 and 2000/2001, pending the negotiation of a new arrangement,

and fo extend the interim deal arrangement into future years (adjusted for

agreed forecasting changes) if settlement was not reached within that
timeframe. The current ASSA bassline simply rolls the nominal cost of the
interim deal into outyears. The cost is adjusted for exchange rate
fluctuations, but not other forecasting changes, because the methodology
was still under discussion with Australia at the time. New Zealand officials
are currently forecasting the full cost of continuing that interim arrangement

T2000/11721: Negotiations Over Social Security Arrangements with Australia Page 6
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In Confidence

into outyears, in consultation with Australian officials. We would regard that
as the most sensible proxy for New Zealand's existing commitments.

» Further evaluating and refining the three approaches. The three approaches
suggested in the MSP paper are described in very general terms. The
analysis is highly stylised and does not support any clear conclusi rgat this

stage. Further work is required to specify and ophons d\a ise
costings before Ministers can make a well |n c|S|on %nple,
the cost-sharing and direct payment appr ear to n the
overall cost of income support for Trans 1grants because
wealthy elderly New Zealanders Ilwn i Aus Ila w ecelve more
income support than at present (si ustrallan g e ef tis income-
and asset-tested). Officials have, ddress i cal and equity

consequences of this effect. ave sefif erns about officials’

ability to accurately estimat%h act of { 'A%j\t{sj*uaring agreement,

given current informatloer i @terns of Trans-Tasman
ing of approaches provided

- migration. More gener. C rren
in the papers need to OMpos arly into policy and
forecasting effects; inisters (@ in the impact of the options on

the provisions fd ﬁ@r Budgets

14.  While the timefraes-are tight, m work is already underway and could
be incorporateil to/the draft % aper that officials are preparing.
Suggested A
| 15. If y ith our, { you may wish to reinforce at your meeting on
on need to the further work outlined in paragraph 13 above
|n|ste n thelr negotiating strategy.

186. Inthe me n ay be helpful for Ministers to consider what additional

expendl ) they would be willing to contemplate to reach a seitlement with
Australi |ts impact on provisions for the 2001 Budget. This would glve New
Ze e otlators a better sense of Ministers' expectations.

T2000/1721: Negotlations Over Social Security Arrangements with Australia Page 7
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SH/3/2/20/3 21 August 2000

Framework for Calculating Impact on Provisions for Australian Social
Security Arrangement (ASSA)

Introduction _ :
There is a need to calculate what impacts and what does not on the
Government’s provisions from the final negotiation with Australia qver the
ASSA. Due to the limited amount of resources @l ble in fut /? udgets
($550 million in 2001 Budget and $575 millio 002 {g}?g\e and
reimbursement costs of over $100 million to Aus% is important
transparent approach to separatmg forecastl

The Inferim Arrangement Approach
An interim agreement was appro relmbu 5 to Australia for
1999/2000 and 2000/01 based on recast tiated add-on. The
base forecast was based on the FU forée t\/one by MSP [Line 1 in

Table 1]. Officials from Austr ew Zga skpen came up with agreed
forecast costs based on migrat Qt&okrs and [Line 2].

The next stage was to neg tn over costsi
costs. Cabinet initiall agds d that NewZ

ddition to the agreed forecast
land would pay no more than $33.6

million over 3 years,i cost " However, agreement could not be
reached with Au cials wit U parameter.
Tab er|m Arrangement
% .| 1999/2000 2000/01 2001/02
(NZm)  ($NZm)  ($NZm)
EFU foré x $ 1265 $§ 1428 $ 1546
eed fore a $ 1205 $ 1458 Base
foracasi
Increa e [2 1] $ 30 § 3.0 nfa
4 A d-on $ 7.3 & 11§ 16.2
5 ? d add-on $ 151 $ 148 $ 17.8
6 Y41 negotiated add-on $ 60 $ - $ -
@} se in add-on (5+6-4] $ 138 $ 37 $ 26
thorised total payment  [1+4] $§ 1338 $ 1539 § 1698
9 Negotialed total payment  [2+518] $ 1506 $ 1606 nfa
Impact on provisions [9-1] $ 241 § 17.8
As in Cabinet Minute [CAB(OO)M18/6] [$ 241 $ 179

The negotiated amount came to $30 million over 2 years [Line 5 for 1999/2000
and 2000/01], with an additional $6 million to be paid for the arrangement in the
first year of the interim arrangement [Line 6]. This interim arrangement will
continue beyond 2000/01 if required on a rolling basis, based on a combination
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of agreed forecést and an additional $A15 million ($NZ17.8 million) per year
[Line 5 for 2001/02].

" The total negotiated reimbursement payment to Australia was $150.6 million in
1999/2000 and $160.6 million in 2000/01 [Line 9]. This was made up of the
agreed forecast [Line 2], negotiated add-on [Line 5] and the additional
negotiated add-on [Line 6]. ‘In terms of the impz\c%e provision is was
f
e

calculated as the final negotiated amount [Line 9] le 1999 'U\f%;ecast
[Line 1]. The reason was that the 1999 BEF lsa

5t was t ea)se case
scenario, and any additional payment on top 4f/t ount @ to policy

changes (even the agreed forecast).
Proposed Approach for 2000 ASSA [Gtiations % _
A similar approach can be used for 0 ASS@D iations. The base

- forecast will be the 2000 BEFU foreca some ated forecast done

by MSP) [Line 1]. There will i ome orecast between New

Zealand and Australian officials-{Li 4
T@) 000 (X%t s

Q 70 2001/02 2002/03 2003/04

o @ @ ($NZm)  ($NZm)  ($NZm)

1 2000 BEFU fgrézas $ 1637 $ 1637 $ 1637
2 Agreed foreeas O R G CR O LU IR

3 Increas iﬁ%ﬂt = nia n/a nia

hot % : $ 300 $ 300 $ 300

é@k}e SO A G e i I

dditional negolia ;a@a B0 e s (R S D s Y L

in a’dd-o’% [5+6-4] n/a nfa nla

TN (horised®enl {1+4] $ 1937 $ 1937 § 1937
o

s

yment  [2+5+6] $ - % - % -

egotiat%
Imp, c@r isions {9-1] n/a n/a nfa

Nem the negotiated add-on. The impact on provisions will be the final
negqtiated payment [Line 9] less the base forecast [Line 1].

Other approaches could also be incorporated, such as which base forecast to
use, but this basic framework for calculating the impact on provisions allows for
flexibility in coming at the final amounts.
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ASSA Costs
NZ$M
2000/01 2001/02 2002/03 2003/04
Baseline 165 164 . 164 164
1994 updale 170 186 203 :
S@G: 1994 plus $Aus15m 190 20 ] :

Reimburse 1 190 2 23
Reimburse 2 ? ?
Costshare min 213 2 280
Costshare max 233 i‘%} 306
Margin over SQ min

margin over SQ max 62
Direct min 1 242

Direct max 3 2565 ( j
Margin over SQ min ? 3
margln over SQ max & 64
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THE TREASURY

Treasury Report: Negotiations Over Social Securi rrangeme&vith
Australia & =
- NS
\%

A

Date: 27 September 2000 Treagury Priority: [High

Security Level: In Confidence %EKBT;FK‘O. /R 0/1962
QN E
é\é S
Acﬁ ght Q&\& Deadline

Action Sought

’j>rade s

Treasurer/Minister of Finance } attache Iélt% the = |Wednesday 27
@\ ipister of g ffairs and | September 2000
Y g
ts

Associate Minister of F én@ Note n@ Before Cabinet Policy
> Comimittee Wednesday 27
O September 2000
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27 September 2000 . SH-3-2-20-3

Treasury Report: Negotiations Over Social Security Arrangements
with Australia

Executive Summary ;\2//

The Minister of Foreign Affairs and Trade wrote to yl/ week seekin Ego comments
on a draft Cabinet paper (Annex A) that he intendgtq sign out to t Policy
itd [0 the Minis @

Committee on Thursday. We suggest that you
a reaffirming the importance of mainta 6 essenti of the TTTA.

b  supporting the proposed initial n atl mand i replace the current
ASSA with-some form of por erannugtian &t{ae e; to decline making other
benefits portable (except, po bly B); and e that the Australians can
address their concerns b’ou thécost of o urlty for NZ migrants by
curtailing their benefi |ghts

c signalling your p not to @ Q‘D tra expenditure to ASSA in the 2001
Budget. Offi a lore design choices that would keep the cost

of any new<a A fiscally neutral,
A draft letter, al%g fory ur S|gn ure if you agres.

s

lmpo afce of T

The key objecti %ﬂ \7) ing NZ’s approach to ASSA negotiations to date has been to
maintain the f Q\b enef ts of our current bilateral relationships with Australia. These
benefits ha en quantified but are assumed to be substantial. They include for
example Ee} xchange of labour and skills across the Tasman; and the option value
for New ders of sellling in Australia if they wish. Maintaining the TTTA in some
form is essential for maintaining such benefits.

For its part, Australia argues that the flow of NZ migrants into Australia under the current
TTTA imposes sacial security costs that it would avoid if it applied it normal migration
policies fo NZ. This argument has not been substantiated in previous discussions, butis
likely to influence the Australian approach. :

Hence, NZ faces a choice between: compensating Australia more; allowing Australia to

curtail the access of NZ migrants to Australian social security; or risking the loss of
current TTTA rights.

T2000/1962: Negotiations Over Soclal Security Arrangements with Australia Page 2
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Proposed Negotiating Mandate

The Minister proposes an initial negotiating mandate under which officials would be
authorised to:

» Establish the likely negotiability of New Zealand's preferred options;

* [ndicate willingness to consider replacing the relmburserr@ angemer@
sharing or direct payments, under which New Zealand rtlaily the

age pensions of its citizens living in Australia, on t mf their p orklng
life residency in New Zealand; @

¢ Decline any Australian proposal to extend o r@b |g tions to I jarket
payments, but keep as a fall back optlon L/mon Ofl eﬁts in

exceptional circumstances; and

¢ Indicate that curtailment of benefi : ghtsf t ew Zealanders is a
policy matter for Australia, but s undersfa du;l hat the integrity of the TTTA
should be preserved and expl gthenl g@l s-Tasman consultative
processes on social securl im |grat|

Officials would repoit bac inister flrst round of talks (scheduled for10
October) with more delai ssme t stings of feasible options. Ministers
would have the power t urlng n ons but would reporf back to Cabinet at the

N instruction en to officials.

N

next avaitable opporupit

Treasury Com O
proach sk gge (s a legitimate way for Australia to address its concerns,
arily in -. he policy cost of NZ's current obligations under ASSA. In
rice of mai l\g access to Australia under the current TTTA would be split
between the Ne ia government (which would finance the cost of grandparenting

current ASSA re | t and making NZ Super portable to Australia) and NZ migrants
(who would ess access to Australla social security than at present, and possibly
less than mig t from other countries). Expecting NZ migrants to accept this change
seemsr @1 ble given the strong private benefits of TTTA rights for such individuals.
The main risk is that Ausfralia could react badly to the proposed approach, with that
frustration spilling over into other areas of our bilateral relationships. For example,
Australia could decide to revisit the TTTA rather than simply restricting the access of NZ
migrants to social security {as NZ Is suggesting). Officials assume that this risk can be

managed through the negotiating process, with the first round of talks exploring whether
NZ's proposed approach is feasible.

Fiscal Impact

The fiscal impact of the proposed approach is unclear at this stage.

T2000/1962: Negoliations Over Soclal Security Arrangements with Australla Page 3
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» MSP is still finalising its policy costings, which remain highly sensitive to
assumptions about the proportion of working life that TTTA migrants live in New
Zealand and Australia respectively and to detailed design choices (about eligibility
rules, the formula for working life residency, and whether the gross or net value of
superannuation is used to calculate portable entitlements). We would expect
least-cost variations of “cost-sharing” and “direct payment" to be fiscally neutral for

the first 3 years of operation, but then rise as the new s e malure relat
olr current commitments. Hence getting agreement w ralla ma)Sﬁln

fiscal cost. . i % §
. In addition, New Zealand would face a forecas s from unlla ecisions

made by the Australian government about s acces’\t rallan social
security. Some of those who cease to be l\&a in Austral would return and
access benefits in NZ instead, increasi his effect would

not impact on the provisions for the %et but fFay.sig |f icantly affect NZ's
operating balance (depending on %e Australi nd how New Zealanders

respond).

The MFAT paper identifies the ris@ve propo otratlng approach could impact
significantly on the 2001 Bud ith tgom 'n

Treasury is currently pre

the Budget Ministers

return from overse

We have had pré ; discus | ith staff in your office, the Department of Prime
Minister and Gab and Assoca e Minister of Finance on this.

Based iscussio raft paper for Budget Ministers assumes no funding
is pr r the A e/\/ tiations from the $550 million available for the 2001
.Budget

Budget strategy, and a draft paper for
|ch we will discuss with you on your

|ce on
12 Oct

Once NZ neg certaln Australia’s response to our initial negotiating position,
Ministers m é reconsider their approach and what expenditure (if any) would be
warrante %eve a negotiated settlement. :

" The risk wi is approach is that if significant expenditure (greater than $10 million per
annum) needs to be commilted to the ASSA, allocations for other expenditure in the
2001 Budget will need to be reduced.

Given that the amount of funding available in the 2001 is likely to be very tight, this
effectively means reducing the allocations for Health and Education. This may prove to
be difficult to achieve, particularly if expectations have been set as a result of the Budget
Ministers meeting on 12 October 2000.

T2000/1962: Negotlations Over Social Security Arrangements with Australfa Page 4
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Cost Sharing Versus Direct Payment

Ministers are not asked to decide which approach to sUpport, but they may wish to
discuss their initial preferences.

A Cost Sharing approach means having a bilateral, symmetrical, negotiated agreement
that cannot be changed unilaterally. Under this approach:

a both countries would pay trans-Tasman migrants a
pay for both New Zealanders and Australians fivinghi
life residency in Australia and vice versa),

%??(e.g., F%ould
ealan ;@rking .
Ny

b the destination country would pay the full rate) ihcluding sup: ents, but it would
take the pension paid by the originating ty-into ac ) n abatement or

directly deduct it dollar by dollar); a% _
c the'originating country would pa &tﬁ? f é%%d on the defined core rate
and length of residence in th@ '@i g countph
n

A Direct Payment approach s'thaf portabili ccess rules would not be
negotiated. Each country w I@}ﬁee to sef if8 owdy'policies in this regard, and to
change them over time. ach w nilateral {except for agreement how to
exit from the existing a t} and A esult in New Zealand and Australia
-operating quite different peligiés over r@

S A
A negotiated "c@%‘ agre@ Id offer some advantages over "direct

payment”:

tofaf aement,

. % lia woul@bute to the retirement costs of New Zealanders who had

worked in tr\lba, making the approach conceptually fairer than direct payment.

. On@fg}a cerns a qeial security costs may prove easier to manage within
8,00

L An ex% -sharing agreement could mitigate the forecasting risk (discussed
ab&}? i; Australia would have more certainty about NZ's future commitments
than-ungér direct payments (which could be changed at any point). The rhetoric of
direct payment (which encourages unilateral action) could invite Australia to curtail
benefit access rights more aggressively than it would with a cost sharing
agreement.

. Cost sharing would allow officials to explore the idea of linking the eligibility of NZ
migrants to NZ Super to the Australian age pension {i.e. NZ retirees in Australia
who do not receive age pension because their incomes and assets are too high
would not be eligible for receiving NZ Super). This idea would lower the cost of the
cost-sharing concept to New Zealand without disadvantaging Australia. It would
also avoid giving a windfall gain to wealthy retirees living in Australia.

T2000/1962: Negotiatlons Over Soclal Security Arrangements with Australia Page 5
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Conversely, the Ausiralians may press for design features that would increase the cost of
any cost-sharing agreement to the NZ government. The main advantage of the direct
payment approach is that if offers NZ most control over its direct fiscal commitments (for
example, by adjusting eligibility rules or the formula on which payments are calculated).

Consequently, it would be helpful for you to reinforce the need for officials to seriously
explore least-cost options for designing both the cost-sharing et direct paymen
J e design ¢hoites.

approaches, and to advise Ministers about the costs of varyi

Ry

K%

Recommended Action /<

Gerald Minnee @
Manager, Welfare and Housing @

for Secretary to the Treasury
Hon Trevor Meay- > @
Acting Treasur ister of Fina%

T2000/1962: Nagotlations Over Social Security Arrangements with Australla Page 6
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& &y
AN §§P

Hon Phil Goff . <:% 7

Minister of Foreign Affairs and Trade

Parliament Buildings

WELLINGTON §® &

Dear Mr Goff @ \\;

NEGOTIATIONS O OCIAL % ITY ARRANGEMENTS WITH

AUSTRALIA @
~ | am respondingoyolr invi@g comment on the draft Cabinet paper
h to upcoming negotiations about the

proposing and's
Australian it Sacurity AGr nt (ASSA). :
it,~au %

Asls key negotiating objective is to preserve the visa-free access of

New ers to A i _

d yleé with the approach you suggest, given that it offers a
r able wafy-forAustralia to address its concerns about the cost of providing
S

ocid] securt gw Zealand migrants, without necessarily increasing the cost

of New Z current commitments.

I note draft paper does not have costings or financial recommendations,
bu i%s that the cost-sharing and direct payment approaches are likely to
im gnificantly on the 2001 Budget (paragraph 11). While acknowledging
the obvious risk, Ministers should reiterate that New Zealand would not expect
the replacement scheme to increase the policy cost of our current commitments
under the ASSA.

This means that New Zealand officials should seriously explore least-cost
design options that would keep the overall cost of the replacement scheme
fiscally neutral. These could include for example using a 45 year denominator
. for calculating working life residency and basing portable payments on net
rather than gross rates of superannuation. In modelling the cost-sharing
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approach, officials should explore the idea of restricting superannuation to
New Zealand migrants who qualify for the Australian age pension,

| appreciate the advantages of having an explicit social security agreement with

Australia; and that achieving settlement this may require New {Zﬁ;land to

explore more costly design options that those sigaé]\ep}above. uld be
f

helpful for officials to specify the incremental co éi nging @&t—cost

design options.
n;;Eommit the
impacting on the

reval

In the mean time, it is imperative that4é<oiators
New Zealand Government to any additinal expendit

I look forward to discussion yo r/at the

next week.
Yours sincerely §

Policy Committee

Hon Trevor Mall
Acting Treasf@;l\‘tfﬁ ster ofég
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Fiscal Implications of Negotiation of Social Security Arrangements with
Australia

Introduction

This note sets out the indicative costings of the two approach to be
negotiated with Australia on revised bilateral social |t arrange . The
costings presented are based on the best case case a1 from
New Zealand's fiscal perspective.

Background
The cost-sharing and direct paymen hes t on the 2001
Budget. The size of that impact will on the 0@ sign choices, and

out the size of the
in New Zealand and

key parameter assumptions (this i assugg\s
eligible population, proportions FI}mg liv
Australia respectively, and migratisn-and
roach based on all available

Officials have modelied th@cost of
information. The cos;t(ul\1 ontinuatio urrent interim agreement was

also modelled to pr bench which to cost the approaches
t is th b ce in cost between each approach

against [refer to A
hlch im he Government's provisions. This is

against this benc
because in the e of a rrangements, the cost of the current
Id hav ncurred

The cost/&%a this sta e\b ot include administrative costs of any new
syste or e ost of higher bénefit expenditure in New Zealand resulting from
f New Zealand migrants to social security. The
ofvan additional unemployment beneficiary is around

rﬂs are sensitive to data integrity and the parameter

changes to these would be treated as forecastmg changes
: not lmpact on the Government's prowsmns) Fiscal implications
) ost-shanng and direct payment approaches, and therefore their
he 2001 Budget, will depend on the mix of policy design choices.

1 These costings are also subject to other caveats such as lack of robust data for certain
variables and uncertainties surrounding the behavioural effects as a response to any new
policy.
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Table 1: Policy Design Choices for Each Approach

Cost-sharing approach Direct Payment Approach

1.  Types of benefit payment covered 1.  Types of benefit payment covered

2. Formula used to calculate individual | 2. Formul d to calculate’individual
payments (what WLR denominator pay ther to cfh_li?

: to use for calculating payments) \%Qﬁ sed on GSt e full

3.  Choice of payment made at the net hat W Q—PD nator to
or gross rates

4. Whether to restrict eligibility for NZS 3 Cha ross":aﬁ Y ade at the net
only to those who qualify for g
Austratian Age Pension (which is Whethe to rict eligibility only fo
income and asset tested) thoseg than 10 year's WLR

au

Note: WLR — working life restdency @Zy New Z e’alan@%erannuauon

The Costs

Table 2 presents indic costings f proach under a best and worst
case scenario fro Zeala cal perspective, set against the -
benchmark (cost o ng the terlm agreement). Table 3 presents
the policy desig 9 der i ch of the scenanos

The costings 'Lv st that |Q Ie to arrive at a better than fiscally neutral
scenariog years approaches by adopting very strict policy
design choig The strlc qlicy design choices will likely be unacceptable to

ia; neverth"l ss~sets out a possible starting position from which to
@ﬁh best enario (restricting arrangements to NZS only, basing
payments o ion of a 45 year's WLR, paying at the net rate, restricting
eligibility '?r\ se who qualify for Australian Age Pension for cost-sharing,

g|b1||ty only to those with less than 10 year's WLR in Australia

Q,E? ent), it is possible to arrive at a saving of $80 million over 3 years
@\tisharing. and a $54 million saving over 3 years under direct payment.

worst case scenario (extending arrangements to Invalids®, basing
payments on the fraction of a 35 year's WLR for NZS and 25 for Invalids for
cost-sharing, basing payments on the full rate for direct payment, paying at the
gross rate, no Australian Age Pension qualification restrictions for NZS under
cost-sharing, and no WLR in Australia restrictions for direct payment), the
impact on the Government’s provisions ranges from $15 million over 3 years for
cost-sharing to $123 million over 3 years for direct payment.

2 These costings cover the period from 2002/03 to 2004/05, but there Is a risk that expenditure
will increase significantly in the outyears as the stock of eligible population increases.
3 Australian Disability Support Pension.




Doc 7

Page 28 of 89

Printed on: 12:01 7/08/2015 _ CONFIDENTIAL

Table 2: Indicative Costings for Each Approach
(Best and Worst Case Scenarios)

(NZ$m) (NZ$m) (NZ$m) years

2002103 2003/04 2004/05 |Total over 3|

Benchmark * 193.6 227.8 631.8
(assuming current agreement continues} -

Cost-sharing Approach @
" |Besl case scenario 171 3.6 B 551.5
impact on provisions * (22.4 (26.7) 31.9) {80.3)

Worst case scenario ' 186. 215, 44.6 646.5
Impact on provisions 3 46 16.7 14.7

N

Direct Payment Approach

Best case scenario () 75.6 92. 209.9 577.8

Impact on provisions * (18.1} 8.0) (17.9) {53.9)
51.1 298.8 754.6

204.6
1 % 40.8 71.0 122.8

Worst case scenario
Irnpact on provisions

cosis wilf be payments lo fa, with somg epsis irpurred for paying income support to New
Zealanders who relurm { land becau e\uhs o longer qualify in Auslralia.

ent interim agreement, which covers aged
, continues beyaond 2000/01, based on a
combination of incredsing\agreed foréca d an additional A$15 million per year [CAB(99)

M18/6 refers]. {Jhis-ti differs fi Q\! ublished 2000 BEFU forecast because the BEFU
assumed no pha greed fofecgsls.
A Calculat he vost of the Sg g against (he benchmark.

Notes: New arrangements are_expested lo co ﬁ'@}f;\o’m 1 July 2002. Most of the scenario

Ta Mlicy @% oices for Best Case and Worst Case Scenarios

o for Each Approach
N/ \[._$ ) Cost-sharing Approach Direct Payment Approach
/\Q [ Best case -Worst case Best case Worst case
2002/03 2 171.3 186.8 175.6 204.6
2003/ 183.6 215.2 192.4 2511
20 05} _ 196.6 244.6 209.9 298.8
Total3y ars 551.5 646.5 577.8 754.6
Benefils covered |NZS only NZS and Invalids - NZS only NZS and Invalids
Payment formula |45 year's WLR 35 year's WLR Payment based on Payment based on full
denominator for NZS  |denominalor for NZS, |working life residency [rate
25 year's WLR for 1B |wilh 45 year's WLR
denomlnator
Payment rate Net Gross I-Nel Gross
Eligibility Restrict eligibility only  [No Austrafian Age  [Restrict eligibility only [ No reslriction for
1o those who qualify for |Pension qualifying fo those with less than |working life resldency
Auslralian Age Pension|restriction 10 year's working life  {in Australia
residency in Australia
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Concluding Remarks

From a fiscal perspective, the cost-sharing approach is more attractive because
some of the cost is offset by payments from Australia for Australian or New
Zealand residents living in New Zealand with working life residency in Australia.
But New Zealand would have more control over the design of direc{-payment
policy. { g

the final policy design choices and the outco
to arrive at a fiscally neutral arrangement.
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Annex 1

Cost of Continuation of the Current Interim Arrangement

The current interim agreement runs out in 2000/01. If the interim agreement
was to continue beyond 2000/01, it is to be based on.a combination pf agreed
éeglst it

he 2000101 level of

forecast and an additional $A15 million per year. |
was assumed that the agreed forecast would re
A$122.5 million, plus the A$15 million add-o

though in reality any agreed forecast wo d b lgher d%

population numbers. No revised forecast d because officlals did not
want to reveal New Zealand's costing qa tlons pri &\‘n negotiations
over new forecasts. Table 4 shows ho 0 BEF e@s was derived.

Table 4: 2000 BEFU forec rrent |: rrangement
AN
2001702, ~2002/03 _2003/04 2004/05
Agreed forecast from inlerim a \e}n {ASm) \2' $ 1225 $ 1225 $ 1225
Negotiated add-on from [CAB( (A$m) $ 150 $ 150 $ 15.0
2000 BEFU forecast (A$ ' 375 § 1375 $ 13756 §$ 1375
2000 BEFU forecast ( 163 7 $ 163.7 § 163.7 $ 163.7

Note: The 2000 BEEU 5r Ts runs t 00\5‘50 The above lable assumes that the forecast
would remain constanti QO4/05

The true mumg nt interim arrangement, based on official's
best esti pulatlo @lgratlon flows, is presented in Table A5.
Estl rue Cost of Current Intenm Arrangement
\V/\/ 2001/02  2002/03 2003/04 2004/05
recasta@ pulation and migration § 1273 $ 1399 $ 1533 $ 1672
flo {ASm)
Negotiate om [CAB(99)M18/6] (A$m) $ 150 $ 150 $ 150 $ 150
Bench % $ 1423 § 1549 § 1683 § 1822
Bengc $m . 1779 $ 1936 $ 2104 §$ 2278
nehak (NZ$m) : ’

oy
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Annex 2

Background Information on how the Current Interim Arrangement was
Negotiated '

On 26 July 1999, Cabinet approved. an interim arrangement for reimbt )'sement
to Australia for 1999/2000 and 2000/01. The r #%ursement cunt was
ti

based on a combination of agreed forecast and_g gotigted ad {gm s (99)
M18/6 refer]. The base forecast was based ondh BEFU *oregkbast done
by the Ministry of Social Policy [Line 1 in Ta 16 B); icials fl stralia and
New Zealand then came up with agreed foresast cosls migration

as
flows and new data [Line 2]. ' Q _ %é
The next stage was to negotiate ovef €¢0sjsAn additi %lﬁ he agreed forecast
costs. Cabinet initially agreed t : eala pay no more than
NZ$33.6 million over 3 years ilﬁ‘ costs [Kine
ia

However, agresment
could not be reached with Aus cials within that parameter.

X ,
The negotiated amount car@ 5 mill'% 2 years [Line 5 for 1999/2000
and 2000/01], with an additional’A$5 ?%J%Tt e paid for the arrangement in

the first year of the in rrangement;] ]. This interim arrangement will
continue beyond 2 equire “rolling basis, based on a combination
of agreed foreca

n adc& 5 million ($NZ17.8 million} per year
T erim Arrangement |

@ \19391'2000 2000101 2001/02 1999/00 2000/01 2001/02

%? % ($NZm)  ($NZm)  ($NZem) ($Am)  ($Am)  ($Am)
9 ﬁurorecas $ 1265 $ 1428 § 1546| |$ 1048 $ 1199 § 4209
2 forecast $ 1205 5 1458 Base|] |$ 10756 § 1225 Base
forecas! forecast]
rease In foracdst [2-1] $ 30 % 3.0 nfa $ 27 § - 286 nfa
4 Authoris 0 $ 732§ 11 s 152][|s 61 % 93 § 128
5 Negotide -0 § 151 ' § 148 $ 178] 1% 126 $ 125 § 150
6 Addi n%s/a\h liated add-on $ 60 $ - 3 - 3 50 $ - % -
7 Ing %a -on [546-4] | $ 138 $ a7 8 28| | % 114 § 3z % 2.2
ulhorised total payment  [1+4] |$ 1338 $ 1538 § 169.8 $ 1108 $ 1292 § 1427
- O‘Neygoliated total payment  [2+5+6]| $ 1508 § 160.6 nfa $ 1250 § 1350 nfa
Impact on provisions [9-1] $ 241 % 17.9 $ 202 § 151
as in [CAB(99)M18/6] :

The total negotiated reimbursement payment to Australia was NZ$150.6 million
in 1999/2000 and NZ$160.6 million in 2000/01 [Line 9]. This was made up of
the agreed forecast [Line 2], negotiated add-on [Line 5] and the additional
negotiated add-on [Line 6]. In terms of the impact on provisions, this was
calculated as the final negotiated amount [Line 9] less the 1999 BEFU forecast
[Line 1]. '
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Treasury Report: Briefing for Cabinet Policy Compfitee 4 Octop@\2000

RSN

Date:

3 October 2000

Trea&@@ority:

Mediyify~’

Security Level:

In Confidence

\aopf‘éoos

Y (o
& £

Geoff D%y

cretary to the

e

471 5044 {(wk) |

Lesley Haines Q

Q:Se{ér Policy,
PCodrdination and

| Pevelopment

471 5932 (wk)

Action Sought O
%5 N
Acél&q Qw Deadline
Treasurer/Minister of Finance d\pnér to P \}l?g 9.45am Wednesday
4 Octcber 2000

Associate Minister of Finan &8 eéd pnor Qneetlng 9.45am Wednesday

: p 4 Qctober 2000
Contact for T l e DISC€I\3§ (if reqwred
Name @AV Posm Q Te[ephone : 1st. Contact

©

T2000/2003: Briefing for Cabinet Policy Committes 4 October 2000
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THE TREASURY

3 October 2000 7 PC/1/M

Treasury Report: Briefing for Cabme&é&omm@

4 Qctober 2000

Executive Summary @) O

The following papers are on the C <n \ommllt \é for Wednesday

4 Qctober 2000. @
AGENDA ITEM PAGE @ COMMENDATION COMMENT
No. :

Negolialion of Soci c@ly 4 p ort Please refer to
Arrangements wil . T2000/1962 for comment

| on paper. Costing
information has been sent
separately by Minister of
s Foreign Affairs and Trade.

Possible fiscal

w _ implications depending on
. policy design choices.

T2000/2003: Briefing for Cabinet Policy Committee 4 October 2000
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Q At
We recommend that you read{% oft prior tq the Cabinet Policy Committee
meeting on Wednesday 4 O@)I:U 00 at O\% '

Lesley Haines
Director I%a A oordinaf% evelopment
for Se% e Treasury

T2000/2003: Briefing for Cabinet Policy Committee 4 October 2000
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Treasury Report: Briefing for Cabinet Policy Committee
4-October 2000

Negotiation of Social Security Arrangements with Australia /'

Responsible Manager: Gerald Minnee @\(7 @

AN

1. We have provided you with a detailed pri fing oh 27 Se hex2000
[T2000/19862 refers]. <Q rn>

réian A

2. We understand that the Minister-o ffai % de will be

circulating a separate paper al Imp}l i the social security
arrangements to relevant Mini efore CablhetPolicy Committee.
icy options@&

&% it is possible to arrive at
years for both the cost-sharing
$123 millio %ars. if erous policy options are agreed (such
as allowin citizens \Q@O years' residence in NZ to be eligible for NZ
Su'peran%g@io in Aus h<a, ng them the full gross rate of

sup I@ atjon ratherx}h [@Kf?:ction of the net rate based on working life
resid nd making the Jnvalids benefit portable to Australia as well as

p\raﬁ\\nuation).v _
@_ a ﬁs% tive, the cost-sharing approach appears more attractive

gcause Qm e cost is offset by payments from Australia for Australian
or Ne residents living in New Zealand with working life residency in

Z. t New Zealand would have more control over the design of

Aust
d@wment policy.
5. @ 50, the costing paper shows that there is some negotiating room for

\%I Zealand, and depending on the final policy design choices and the
outcome of the negotiations, it is possible to arrive at a fiscaily neutral
arrangement. '

Recommended Action

8. We recommend you support the paper.

T2000/2003: Briefing for Cabinet Pollcy Committee 4 Octoher 2000 4
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THE TERASURY

hl|l(l|]?@lﬂ|m Rawa

ittee 8 @g;%er 2000

Treasury Report: Briefing for Cabinet Poli@@

O,

Date: 7 November 2000

< & }I'\gakury Prlor@’t(\ iﬂ@dium

Security Level: In Confidence

X[ Réport N%\\J"rzooorzzsa '

<\§) <\®

Action Sought
\_/ N
(\A?ﬁon Sough\(l Deadline
Treasurer/Minister of Finan VR{aad Prio h@eeting 9.30am Wednesday
L ~ 8 November 2000

Associate Minister of Find Read®rdfio POL Meeting 9.30am Wednesday

(k 8 November 2000

NS A
Contact fpr Teldphone Hiscyssion (if required)

RS Y |

Nan’km\' FQS[Q{ Telephone ] 1st Contact

Lesley\H | es

rI_J.‘u?jit:)\l‘ Policy Co-ordination

evelopment

471 5932 (wk)

Alan Bollard { &>

}ecrelary to the Treasury

471 5043 (wk)
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N P

Executive Summary

&Y

N

The following papers are on the Cabinet Committéee agenda for We ne\da November

2000.

AGENDA ITEM

T2000/2233; Britfing for Cabintt Policy Committee 8 November 2000

COMMENT

Paper notes progress in
social security
negotialions with
Auslralla: cutlines
outstanding issues
requiring consideration by
Ministers; and direcls
officials to provide more
delailed informalion on

Pege 2
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Recommended Action /)/3 /<
. INNLE Y,
We recommend that you read this report prior to the Cabinet Fdli ommittee riieeting on

Wednesday 8 November 2000 at 9.30am. 3
Lesley Haines N @

Director — Policy, Coordination and Deve

Hon Dr Michael Culle : : : ;
Treasurer and Minist thdpce

T2000/2233: Briefing for Cabined Policy Covumidiee 8 November 2000 Page 4
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In Confidence

Australia New Zealand Social Security Negotiatiocns

-Responsible Manager: Gerald Minnee

2. This paper provides a progress report on negoliations.or revised bilate
security arrangements with Australia. X

3. Two rounds of meeting between New Zeal@ usfralian IsNo date have
confirmed the negotiability of the fresh pq @d%ilaler @cirily as

envisaged by New Zealand Ministers Eeg ng the cu imbursement

uperannuation/age

lribution to Australia, and
d mestic policy.

4, cunty costs is by requiring New
Zealand migrants 1o ﬂ r Permane i e on the same basis as other
migrants before be ligible for %Ia ge of benefits and citizenship rights.
This method wou ew Zealand mi ts' access to a range of government
assistance i 1nc ingdme sup U lax credits, public housing, employment
services, 8 th service ossibly schooling.

5 The p §f}ﬂses two'i at Ministers will need to decide on before

set eached The h s whether New Zealand should replicate Australia’s
p lgrallon- asures The second is whether invalid benefits should
Qr din the hanng agreement.

ended A/—b

We rec u support the paper.

T2000/2235: Brisfing for Cabined Policy Commifite § November 2000 Page &
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KEY POLICY DESIGN CHOICES

Year of Grandparentl [ 2001102] 2002/03] 2003/04] 2004/05]
|PUIa'V'underlheyur ] v ] | |
WLR deneminator agsumplion

|Aga Pension 45

Disability Support Peaslon 25 :
Parenling Paymenl Singla 25

Benzfil type o be covered In new arrangement

Age Penslon K|

Drsabibity Suppor Pensloa 1

P; ingle a
For Age Penslon, aliow Windfall Gainers (rich}? ]

For Direcl paymeant, use WLR or ful rate

AN
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/2
] ]

Windfall Gainers® (ia Ticlij who are not elfigibla lor

& Pension bul become eligible for NZS under Cosl Sharing

* 0%)

% of exira new cases under Direcl Payment due (o more qualifying from existing NZ population in Ausl
JAusiralians who are now efigibla under Cosl Sharing
Australians
<{¢WLRIn [>=10WLRIn| Windfalt
Humber of WLR In NZ Il -—--———-— Australia Auslralla Galnors under FD“
Sharing
Pension 3040 . 1750 22.50 590
Disability Support Pension 1840 - . - 9.20 - 5.90
Parenting P t Single 1840 .20 580
Disabllity Parenting
Allrition rate of slock due to: Age Penslon| Support Paymant
Penslon Single
Allrition of current slock {dealh of na longer eligible} C6.1% “45% 08.0%
Current slock Ing 10 years ln Aust - 0.0% -0.0% 0.0%
Qutward migration ot cument stack 0.0% 0.0% 0.0%

Z0000L . ~3001/02 2002103 200404
[Average Cote NZ payment rales for NZS (NZ§) 1 : X MNel \Q 102 1rd \}0,739 10,965 11204
. L Gmm 12,053 2, 857 13,150 13448
y Tax (2 162% B 16.5% 16.6% 16.7%
L I
- i N 199972000 N\ “2Q00/0% 2001702 200203 20004
Average Core NZ paymenl rates for IB (NZ3) X \Q Ny 9‘%\\10;2’ 10,327 10,544 10,774
i} Gitgs 1 i 12,349 12,624 12,912 3
gG.Q \ 6.2% 18.4% 16.5% 15.6% 16.6%
\Iﬁl\, 2000/01 2001102 2002102 200304 200405
Average Cora NZ paymentrates for DPB (NZ$) i SNXN § [Net 1,2 11,283 11,629 11,914 12,152 12313
/(f .~ 7 lGross 13,555 13,989 14,348 14649 14,843
2 Tax rale m % 16.8% 16.9% 17.0% 17.0% 17.0%
< M
KEY PARAMETER ASSUMPTIONS @\/ <2/2
Factt
: S 2000.'51 \g%fijm; 2002103 2003/04 2004/05]
AUD/NZO exchange rale assumaj \$> - 0.7 08" |- 08 (K] 0.8 |Based on NZIER Seplember Quarlerfy Predictions
A lian CPl assumption 4 ETR 2.3% 2.5% "~ 2.5%  |Based on NZIER Seplember Quarlerly Predictions
(%4
{\{t E > Payment
Proporiion of <40
becoming e) Migrants
Age Peﬁ 7~ ) A L %]
Disabiity Suppdrl Pen P P 40% - 40% 0% )
Parenting Payqraht Sidgle = A, R | _ 0% [
~7 AN V)
V/ Under Cost Sharli Under Direct Payment: Big question
Proportion of non-atiglble esygtorming to|  Exisling Exisling mark over
I4 Fay S Stock Stock Migranis (his
Age Penskon - 20%] 20%] - 100%
Disability Support Pensfoy” 1‘5_%' . 100%]. 35%| .- |
Parenting Paymenl Swgia” < 0% 1007' Fﬁl '1%
N Disabllity | Parenting
Q Support Payment
Q ) Age Penslon| Penslon Single |

-
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FORECAST OF REIMBURSEMENT CASES [N ABSENCE OF AGREEMENT "STATUS QUO")
i o * Projecllons - :
10968790 199972000 2000/01 2001102 2002!03 20004 - 200405 .
Aga Penslon [ Y N e, ;
Total NZers on Age Pension 20,575 21,735° 2‘2, 27,635 ;
Average paymenl rales lo Age Penslon (A$) 7.224 . 1,332 :
Total Cost of NZers on Aga Pension (A$m) 1486 ! 159.4 1 6.5 X X .
Total NZors on Age Pension with <10 WLR In Ausl m.ass' 1" gy% gb 13,105 (Qg}n\@sz " 15876
‘Averafe relmbursement rates paid by NZ (A$) 8,288 ] 930 266 7448 -
:Tolal Cost pald by NZ Govemment (A%m) 85.1 PN - 4 7 108 118.2;
iTolal Cost bomna by Aust Governmenl (ASm} 9.7 1.7 \1 2.1 11;,_5 \14_3 16.2 175 ;
Total NZers on Age Penslon wilh >=10 WLR In Aus| 10,21 :'OI 478 10 714 Q&M 1877 - 11,423 11,659 ‘
Average paymeni rales 1o Aga Penslon (A%) 7, ! S92 7877 8347 8,556 !
Total Cosl boma by Ausl Gavernment {A$m} 3B N ~j60 82 2/\31,2 91.1 954 99.8
Total Cost pald by NZ Government {A$m) 5. 7.8 ’ 994 108.8 - 118.2:
Tolal Cost borne by Aust Go it {ASm) 7.8 . - 100.7 1059 114.5 1973 !
Total Cost of NZers on Age Penslon {A%in) \ N ‘148\6 1594 475 1515 2053 2202 235.6
chack of cost pald by MZ @ \ - - - - - -
check of total cost of NZers M - - - -
N
. _Projetllons : :
1- 200102 2002003 200304 2004405
Disabllity Support Penslon . o o
Total NZers on Disability Support Pensron ‘8,819 03719 0939 10499 11,059 .
Average paymenl rales [0 Disabili nslpr{A! ~ 7,608 7.850 8,071 8.273 8480
Tolal Cost of NZers on Disabili uppon Pﬁﬁ;br\(h&u‘l) ] ‘55 1¢\/m 0 G7.1 4.0 80.2 859 838 :
“Total NZers on Disability Suppor Pens m@[{ln Ausl (Q%\) _2_933 . 3,270 3,607 2844 - 4781 '4.613
-Average reimbursement rales | ) 4 554 4,768 4,945 5,059 5,185 5,315 ;
‘Total Cost paid by NZ Governmant ] ( A \-10’4 134 - 15.6 17.8 20.0 222 24.5 .
Total Cost boma by Aust Gmunnem{asin) } : 8. 9.3 10.6 11.9 13.2 146
Total NZers on Disability &.% wilth >=10 w@@ 5379 5326 | 5540 5772 | 5895 6218 . 6AAi
Average paymenl rales sabil Sﬁ\p Penslon [AS) FA LN T.267 ‘7,608 . 7880 8,071 8,273 8480
Total Cosl bome by A5t Galerngrbof (ASm}) 385 387 - 422 45.5 484 51.4 - 54.6 ¢
Total Cost pald Z Gave) ent {A$m) 10.4 134 15.6 17.8 - 200 $ 222 245
Total Cost bojn stGpvemment (A$ 44.7 46.7 - 515 .56.2 60.3 64.7 - 69.2
Total Cost 9 ] prq Dl abllity Sug;_:?gen on{ASn) 55.1 60.0 £7.1 740 80.2 86.9 938
o
check ofoo! N - - - - - - -
W AN Lo L
S — .
: Projactions -
1998/99 14999/2000 . 2000/01 = 2001/02° 200203 200304  2004/05
12250 13080 - 13,8107 14740 15570 18400. 17230
Payment Singla {(AS) 0,068 : 9.204 . 9,636 .9,993 10,273 10,478 - - 10,740 ;
1114 " 120.4 1340 147.3 159.2 17148 1851
ig Payrnem Single with <10 WLR in Aust 3603 - 4366 476 5225 585 6085 65N
‘Average rej buL bt rates paid by NZ (AS) 2,968 3013, 3454 3,271 3,346 3,430 3,516
Tolal Costipald byNA Government (ASm) 10.7 13.2 151 171 18.9 . 209 229
‘Toltal Cost Bamirby Alist Government (A$m) 220 7.0 3. 251 38.9 429 47 1 :
Total NZers on Parenling Payment Single with >=10 WLR in Aust 8,647 o874 9,114 9515 9,915 i 19,315 ' 10.715
Average paymen rales (o Pacenting Payment Single {A§) 9068 : . 9204 9,634 9,993 10.223 10478 - 10,740 ;
Total Cost boma by Aust Government (ASm) 78.4 . 80.2° 87.8 §5.1 101.4 108.1 1151
Tolal Cost pald by NZ Government (ASm) 107, 132 184 - 474 189 208 . 229
Total Cost borne by Aust Go 1t (A$m) 100.4 107.2 118.9 130.2 140.2 151.0 162.2 .
Total Gosl of NZers on Parentlng Payment Single (A$m} 111.1 1204 134.0 147.3 159.2 171.8 . 1851

chack of cosl paid by NZ
chack of lotal cos! of NZers
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THE TREASURY

Mnllufnu[ulm&m Rawa

Treasury Report: Negotiation of Social é&rrengm with
Australia - Meeting up of Ministers with
Power to Act /wk K
O
A '/\

Date: 20 November 2000 <\\ ) Trea{ rﬁ\omy: High-

Security Level: | In Confidence m\’ PRI NDs T2000/2327

Action Sought f\\ /\\§
G’

poee

Deadline
Treasurer/Minister of léinan or to meeling with group |4 pm Tuesday 21 November
A i wi[prs with Power to Act 2000
Associate erpsggyg}\f [f/ nce <\ &Btg‘if?e contents As soon as possible

Co@o;Teleph@zusswn (if required)

N4 N
Nam ' (e sPasition _ Telephone : 1st Contact

Gerald Mi""m L ¥tanager, Welfare and 4715152 (wk) | Ok v

Housing

5!

Ross Jud@ Director, Welfare and Law 471 5279 (wk)

)
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THE 'I‘LASURY

j ? Kailohutolw K ﬁn Rawa
20 November 2000 . @ SH/3/2120/3

Treasury Report: Negotiation of @a[ﬁecunt gements
with Australi |ng wit of Ministers
with Pow '

The group of Ministers wit \I’JG)ACt are

Tuesday 21 November 2008.io.discuss an egn e main culstanding issues in
AlSe i Austraha A copy of the paper

prepared for the mee hich was referre ou by the Minister of Foreign Affairs

This report u negotiation of a new social security
arrangeme ustralia, and brjgfs you on the outstanding issues to be considered
by the gr inisters wit uQ;to Act at the meeting.

Rg@%e/gded Agno
N

mend t

Ne otlatlo% rrangement
o su;@g negotialed agreement covering superannualion/age pension on a

|1\51ng basis, where the hosf country would ensure relirees receive the core
gion‘normally paid in the host country, less any portable pension received
the other country [refer to paragraph 4};

upport the principle that New Zealand residents refiring in Australia should not
be entilled to higher pensions than Australian residents, and vice versa [refer to
paragraph 5];

T note that the fiscal impact of the new agreement is broadly neutral over 2001/02
— 2004105 {refer to paragraph 77
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Australia’s immigration measures
-¢  note that the introduction of the immigration measures would create two 'classes’
of New Zealand citizens in Australia with different acceg®rights to gover t
services [refer lo paragraph 13]; - 2/%

f note that the economic and social impacts of th r% igration mea U\b P
extremely difficult to quantify credibly prior to fHe qveniybut are like|

dwarfed by macroeconomic factors in the long4e efer to paragraphs 22 - 24];
g do not support replication of Australi tion meas&
or
I direct officials to do further w cosls an %epl:ca(lon before
committing to a decision [ref I3 graphs

Communication strategy

v  signal the |mporta ﬂ endorsing t @ rrangement but not Australia’s
immigration me h ch are a m omestlic policy [refer lo paragraphs
27 - 28], and

Resource and o a IImlec tlo )

J note édd tienal reso r e d |kely to be reqwred for implementation of the
new nt and p information to the public on Australia’s
|mm measures [r paragraphs 29 - 31].

% %
Id Min

Manager, nd Housing

for Secrela Treasury

Hon Dr Michael Cullen
Treasurer/Minister of Finance
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Treasury Report: Negotiation of Social Security Arrangements
with Australia — Meeting with Group of Mi n| ters
with Power to Act

Purpose of Report /@ \\@

1. The purpose of this report is to: \{V
a-  update you on progress in the negot% ew som@ arrangement

with Australla; and

.b' brief you on the cutstanding IS%& %} con3|d e group of Ministers
wilh Power to Act at their mgeting uesday ber 2000.
%
Analysis

\/

Negotiation of new arréngéments Q

lia havi r@? sid well. After three rounds of talks
between N and A i icials, {entative agreement has been

tap
reached ad outli e\othnew social security arrangement. Officials
have a! T@ d agree IéL % e scope and technical details of how the new

reeme e%e erate, subject to Ministers' approval of the
whdle e. g

agreeme cover superannualionfage penslons on a cost-sharing

hls wil Zealanders and Australians' to claim pensions in each

rs cour i ey have reached the age of 65, provided they had a total

10 years' lre residence in Australia and/or New Zealand. Working life
remdenc defmed as between the ages of 20-85. _

untry would ensure individuals covered under the agreement receive
pe sion paid i in that country, less the portable pension being received
r ther country. > The portable pension received from the other country is
on the fraction of that individual's WLR in the other country. This
ively means that the individual will receive two payments, which added
ether, will total the pension entitlement in the host country. For example, a
New Zealand resident with 35 years' WLR in New Zealand and 10 years' WLR in
Australia who retires in Australia would receive a payment from New Zealand
equivalent to 35/45" of the net New Zealand Superannuation rate, and another
payment from Australia equal to the difference between the full Age Pension and
the New Zealand Superannuation received.

t The agreement would cover cifizeny, permanent residendy and holdery of
Austrolian Special Category Visay (SCVS).

2 Hogt covndry refery for the cowndry the person retires/resides e Ofher
coundry refers fo-the other conntry parly fo-the agreement:
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Because means tesling applies in Australia, officials have agreed lo adopt the
principle that individuals covered under the agreement should not reap so called
“windfall gains”. That is, fulure New Zealand pensicners in Australia would got
be entiled to receive more than other Australlan resnd and vice versa’ h|s

principle, which is inherent in the current reimburse m, mear) Hé
portable amount of New Zealand Superannuation wo %}pped a
% ®

appropriate rate of Australian Age Pensicn, and
6. Anexample of how the cost-sharing model operat

Fiscal implications of new arrangeme(ts

7. We regard the fiscal |mpacl of the n n ements adly neutral over
2001/02 — 2004/05, given that: ty e curr ement agreement
{stalus quo) was expected to rmatlo rvmts in modelling the
cost of the new agreement a arented ement payments; and
the estimaled effect of Au t posed im ii measures on New
Zealand benefit expendli

Tabl iséatimpac (e rangements
&)\/ \(ign‘imz 200203 2003/04 2004{05
(X \itzsm) _ (vzsm) _(Nz$m) - (nzsm)
Status quo cost >~/ 1778 1748 1916  209.0
Cost of grand [§ |mburserr/} 177.9 154.7 148.8 143.2
Cost of ne 13.1 26.3 394
Tofal Go 177 9 167.8 175.1 182.6
' lefergpce\n;\ﬁ;étatus quo - (7.1} (i6.5) (26.4)

Es) \! act of Immr(g\r easies 7 12 .18 24
@o ; Does nokin hs operatrona! cost of administering the new agreement.

Mlnlster e aware of two key risks. The first is the long-term cost of the
4 which would rise each year as lhe stock of cases covered in the
nt increases. Modelllng the long-term llab|I|ty of the new agreement

rket mobility and retirement m|grallon patterns might develop under lhe
reement. We suggest you direct officials to monilor the long-term cost of
ew agreement, and develop a long-term cost model.

9.  The second risk is ithe opportunity for individuals to arbitrage between Ausfralia
and New Zealand, taking advantage of the different policies with regards to
means testing and the different pension entiliements. As this incentive already
exists in the current arrangement, the new agreement would leave this situation
neultral.
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ia's Intention of requiring that, in fulure,
p@ﬁand be granted Permanent Residence (PR}

Australia’s immigratior{ i@aspres *
12. During the talk i -have ct ri(esﬁ lin immigrafion measures Auslralia
U

proposes t next ye

New Zeala itizgns need
on the s sig as other
and citizenship/is IWOfK

gov

allg Australian

ants before becoming eligible for social security

—

lian public's concerns over the so-called ‘back-door’
jorl from New Zealand.?

dress the
i tgralion@
The immiggati easures, once introduced, would effectively create 1w6

‘class&s ktg] Zealand ¢itizens — those who hold Australian PR, and those who
% ategory Visas (SCVs). The former would continue to have access
, education and social security in Australia, while the latter would no
o able to access social securily and may have reduced access to heallh
%ducalion,

R

14 SCV dass would be relatively small at the starl because New Zealand
citizens ordinarily resident in Australia at the introduction of the measures will be
deemed to have PR status. But, over time, the SCV class of New Zealand
citizens would grow as net inflows add to the existing stock.

2 The propoviow of non—New Zealand bovriv migrants frovelling to- Ausiralia
winder the TTTA hay intreased from 15% v the 1980y tor around, 24% n
reeent yeows.  Of these, around 8% were born L the Pacific landy and
arcuind: 6% were born U Asia.




15.

186.

17.

18.

3 ently, N
ucation
measurei’ﬁ?v e ti

According to Australian cofficials, there was no original intention of crealing any
‘knock-on’ effects for New Zealand citizens' access to other government services
apart from social security. But access rules, which are tied to eligibility for social
security, such as health cards, would be consequently cled. Eligibility-to
family tax benefit would not be affected because Au fi aklng c

preserve SCV holders’ access {o the family tax be fj lated e 1

secondary educalion in Australia is the respo of the st go e enls
Currently, all states except for New Sout Queen I treat New
Zealand citizens on a similar basis to A {t@ Rs altho ey could choose
to do otherwise. Some states may u;t tﬁf i

measures infroduced by the Commo

SCV halders full fees for primary, straflan officials
argue that the Commonwealth FD ent has |jmited influence on states to
ensure the rights of New Zealand tiljzens to edu re preserved.

Access to education remains an outslanding Q% ceess to prl
es an

New Zealand officials h v pressed g
be SCV helders who hav in Austraji ng period of time and
contribuled to Austr, omety, but i e able to access social security
should it be need c uire Austrélian Gt nship. Australian officials have

indicated that S|der e limited form of emergency benefit
available to I CV h g}ndicale that access 1o Australian
citizenship fol from the normal channels.

up is ur\i
Im,:? ons ol immig ures

(5)
mlgrahonaﬁu s would have a direct impact on trans-Tasman

g :&: n fows. It |Il influznte both the decision to migrate to Australia, and the

stay onc stralia.

Saland cilizens migrating to Australia have full access to health,
| security. With the implementation of the immigration
| future migrants would need to weigh up the costs of applying
$1,600 per appllcauon) against the benefits of full access to
and other services in Australia. In effect, obtaining PR prior to
1 g to"Australia In future could be viewed as an ‘insurance policy’, with the
| being the cne-off application fee and the cover being full access to
secunly and other services in case of adverse evenls.

for P

20; Q use PR granis in Australia are targeted towards young, healthy and highly

skilled individuals, New Zealand citizens obtaining PR would be those less likely
to require social security. Those unable to obtain PR would have, on average, a
higher likelihood of requiring social security and other services at some point.
Those not qualifying for PR would need to privately insure themselves against
adverse events if they feel the bensfils of such protection outweighs the cost of
insurance premiums.
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21.  The immigration measures are likely to reduce fulure migration flows to Australia,
but the magnitude of the effect is uncertain. Risk adverse New Zealand citizens
who find either the cost of the PR application or private insurance premiumg too

oxcessive would decide against migrating or settling i lralia long-ter .
Others would discount the added risks and migrate & ge slruc|
family composition and reason for migration woul ificant beari e

individual's risk profile.

22. The Ministry of Social Policy has estimated th fb fit take-u analand
will increase from NZ$7 million in 2001/02;the yearthe immidration measures

are infroduced, rising to NZ$24 million i 2(‘0)#9 This
assumptions about the proportion of
decided against it because of the im i0 measu
Zealand benefit system.

|s ased on
ated but
i g up on the New

esu

23. The estimate does not inclu ep | posmv §for New Zealand. Not
everyone who decides ag ing, or s earller would end up as
a beneficiary. Many wo te positi ew Zealand, rather than to

Australia.

24. The economic an %I jmpacts of t 9’y

lian immigration measures are

exiremely dlfflc adibly qua?ﬂr‘p o the event. However, it is likely that
Lhe longer-te , if any, ed by macroeconomic factors. For
example, a se in inflal d increase benefit expenditure by around
NZ$110 I|

@ 1 ssue o alion measures

tstanding |ssue T Ministers to decide is whether to replicate the
nimmigr l%n\myasures Given the similarities between the two
es, and qurable labour market participation of Australians in New
h immigration measures could do more damage by
r fo Australia citizens coming to New Zealand. Thereis no
tN Zealand s current immigration system would deliver a better
lied to Ausiralian citizens. Also, New Zealand does not have the
concern with Australians' social security costs in New Zealand, or
igration from Australia.

26 sters still want to pursue replication on other grounds, then we suggest:
Qggl isfers direct officials to do further work on the costs and risks of replication
ore committing to a decision.

Communication strategy

27. The proposed communication strategy requires further work, and needs to be
dealt with carefully. It is important for the new agreement to be endorsed by both
governmenits as a fresh approach to social securily arrangements between both
countries that is fresh and durable, and consistent with the principles underlying
the Trans-Tasman Travel Arrangements (TTTA) and Closer Economic Relations
(CER).




28.

29

ar

b

30,

3.

Resource and operational implicalions
. New resources are likely to be required to:
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However, we suggest that Ministers make it clear that the Australian immigration
measures are not part of the negotiated bilateral arrangements, but rather a
maller of Australian domestic policy. New Zealand should not be seen in a;\:i

way as endorsing or having any involvement [n the im@n measure

provide technical, administrative and communicatio support{\i lemient the
new social security agreement; and @

@b[ic on t@tions of the
G

iatPolicy, New Zealand

provide information and assistance
Australian immigration measure

The Department of Work ag +l4)
I

Immigration Service, New 1 nd the Ministry of Foreign
Affairs and Trade have gig
oSy

d-€ustoms, Serkice,
l& ey may @% dditional resources. More
detailed information on ce and op@ pacts will be provided for
a

Cabinet's consider: t% f the final pa K

We see the m I@n%agﬁeing th ibnal costs for the Depariment of Work
and Income j e%g eement. This risk can be managed by
ensuring a stbu is put-forward for ihe most efficient delivery

ot ?%ZZZQ%
o
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The cost-sharing model — Australian example

32.°

33.

Superannuation (NZS) rate from N¢
has spent his/her entire workin
annual income is between poj
amount from New Zealand

(shaded ar

dopted u@

~he shadeq afed

w because he/she
g as that person’s
jll receive the full NZS
tgralian government would

p up' to the amount other

pay some Australian Age i
Australian pensioners wi e) /&

Pan R{%lﬁomams In Au, @W’:osl Sharing Agreement
Flgyfe A; rwjt ension Flgure 2: NZer with 20 WLR [n NZ

Age penslon entire WLR1n
Entme;nenl Q o t and 25 In Australia
ny .
NI - i)
a b a &(Agt- Pusion starts fo-
so0 ¥ s200 [f_ (A9
S

$175 m AN

$175 1

$150 |

5125 4

$100

375

$50

$25

50 cl IR
0 ‘ 6 8 98 111214 161?192022232527;!330 02356810 1112141517192022232527;330
Q Annual Income (A$000} A Annual lncoma (A$000) a
~__ _
34. At point ¢, the amount of NZS payment equals the Age Pension entitlement;

35.

therefore the person would no longer receive any additiona! Age Pension from
Australia.  After point ¢, the NZS amount exceeds the core Age Pension
enlitlement. From this point onwards, the NZS amount would be adjusted down
to the Age Pension entitlement, until point d where the person no longer receives
any pension from either country. The shaded area Z shows the savings from
capping the portable NZS amount.

Figure 2 shows the siluation for a New Zealander refired in Ausiralla with 20
years' working life residence (WLR) in New Zealand and 25 years’ WLR in
Australia. The only difference between Figure 2 from Figure 1 is the amount of
NZS conlribution from New Zealand (due to a lower WLR in New Zealand

1o
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The
36.

37.

38,

fraction). Note that from paint b (where the Age Pension starts 1o abale),
Australia pays a diminishing share of the tolal combined pension cost. From

point ¢ to d, Australia pays zero Age Pension, even though the person has 25
years' WLR in Australla. We estimate that up to 25% r{o New Zealanderscould
b

be belween point b and point d, and another 25% o{@/m/inl d.

cost-sharing model — New Zealand example ' @D
Fighres 3 and 4 below shows how the cost-shafi odel adhgggec@gewhe new
agreement would operate in New Zealand.—Ip bothflgures, t e\c aded areas X
and Y are the NZS entitlement in New Zéafand-for a range {Fi . Because

0
“means testing does not apply in New @)‘t e area XY st €5 out to infinity
to the right. '

Under Figure 3, an Australian ¢ (@overed ug/({e}\t’ greement who refires
in New Zealand (host count )@u enlitle he{fuyll Age Pension rate from
Australia (other country), b ugh fshe has ? é er entire working life In
g¥ fon

Auslralia. Areas Z and p\h ts the ful rate the person is
entitled to. Because of he}n iple that pensioners in New Zealand
would not be entille recgivé more tharyqt ew Zealand residents, the
portable Age Pens or%o Id be cappédiolarza X.
Between points.ag ;? lhe pers

I@eh red area X

from Ausirali

llw receive only Age Pension payments
een peints ¢ and d, the person will start

RO

%@?ﬂ:ants In New Zealand under Cost Sharing Agreement

Australlan with entire NZS Figure 4: Auslralfan wilh 20 WLR
WLR In Australia Entitlement In Ausfralla and 25 WLR [n HZ
NZ§) .

[

0
[¥) H
$275

Koy

$250

0246 8101215171921 23252729313335#740

0246 8101215171821 23252?293!3335ﬁ?40
Annual Incoma (NZ§000) - Annual Incoma (NZ$000)

A

39,

Figure 4 shows {he situation for an Australian retired in New Zealand with 20

years' WLR in Australian and 25 [n New Zealand. Between points a and d, the person

11
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will receive two payments — one from Australia equivalent to 20/45% of the equivalent
Age Pension (shaded area X), and a ‘lop up’ payment from New Zealand {shaded area
Y). After point d, the person would only receive one payment from New Zealand,

O
S

12
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’]‘HF TRFASURY

K'Jllolmlzgmn Rawa

g&ﬁ ittee 13.Re mber

2000
Date: 12 December 2000 N \/éasury Bﬁ\iﬁl\_/ﬁﬂedlum
Security Level: In Confidence @\) ) Report pr\& T2000/2500
@ N
Action Sought ® @
Q 02
ctlon So/agﬁ\t\ Deadline

Treasurer/Minister of Fing Read P }\QEEQ meeting 9:30am Wednesday

C% TN 13 December 2000 -
Assocdiate Minister @ sadPriotto POL meeting 9:30am Wednesday

(0 13 December 2000
%7\)

Con}f&c{i;ﬁ elephgqg&ussmn (if required)
Name <\\<§a@hon Telephone 1st Contact

Lesley Haines <Z/z

ylrector-Pohcy Coordination
and Davelopment

471 5932 (wk)

Dr Alan Bolléed” ¢ ™

Secretary fo the Treasury

471 5040 (wk)

@\?
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In Confidence

12 December 2000 PCH/1

Treasury Report: Briefing for Cabinet Policy C&%rr}iitee 13 Dg\mber
AN )

2000 . &%s @D

Executive Summary

The following papers are on the Cabinet Committe<’agenda for Wedpestiay,13 December

2000. @/\ @
| et

AGENDA ITEM

R e S SR

i sel NI A T AN
Australia-New Zealand Socl 9 deja S Paper seeks agreement

Securily Negotiations % on prc_Jtposed new stoci:all
: security agreement wi
8 Australia, 2001/02
% reimbursement amount to

@ Australia, and decision
not fo replicate Australian
< immigration measures.
Fiscal savings expected
fi )

|| atrannement

ik i

Briefing
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In Confidence
Australia-New Zealand Social Security Negotiations /)A ﬁ
Responsible Manager: Gerald Minnee
Summary & @

13. This paper seeks agreement on the proposédelements of the{péw sogial securily
agreement with Australia. The new ang tWilt cover supe ation and core
benefits for the severely disabled on a o&i g basis, o%in};femented from 1

July 2002, %
ted jssues: 1 L{ré&lb rsement amount to be paid
ision not to r d\{t& & Australian immigration

14.  Agreement is also sought on tw
to Australia for 2001/02, and {h
measures.

15. The proposed new social-secutity agreemen ustralia is substantially the same to
the one contained in T paper, pfotid the group of Ministers with Power to
Act in November GK/’H refers

16. Officials have @a
the freedo ?Dment u
arrang i 0 expecied.}

han the ﬂgsba%

Reco 2%\d ctlon V
17 g ommenportthe paper.

gdrans-Tasman Travel Arrangements. The overall
It in an overall saving to the Crown, which is a
utral starting negotiating position.

S el o e

T2000/2500: Britfing for Cabinet Policy Commilite 13 December 2000 Page 4
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Sverall foreeasl
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e an [om olos eved  oies |
AGE MR L2 LB 1200 LS 19
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Tolal, New cases
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s
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AGE 25
Dsp [
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1
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PTA ” 35 3
FTID L] i A

3
o
3
\p [y
AGE = DTG
vsp ( ¢l s 29

103 b1t 10411

4994 smed [ st

(1% 1510 Hod
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SOCIAL SECURITY ARRANGEMENTS WITH AUSTRALIA .
MNovember 27 2000 ASINZS exchange rate = 0.78 0.8 0.8 0.8
200102 2002/03  2003/04  2004/05 2001/02 2002703 2003/04 2004705
{ASm) (ASm) (A%n) {ASm) (NZSm) (NZS5m) (NZSm) (NZSm)
Status Quo Reimbursement Cost
Status Quo Reimbursement Cost for New Zealand 117.00 12736 136.8 B 150 % 17109 18348
Less: Status Quo Reimbursement Cost for Australia 1.20 ) 16 .50 1.47 145
Add-on as per [CAB(99) M18/6] 15 0 0 o 0 0 0
NZ's Reimbursement to Australia - Base Comparison 13200 12616 { M50 V14563 1923 /15770 169.62  182.03
Grandparenting Cost of Inlerlm Agreement %
Cost of reimbursement cases lo Australia 117.00 449 11040 15000 14349 13800 13273
Cost of reimbursement cases lo New Zealand : 1.11 145 138 1.33
Add-on as per [CAB(99) M18/6] 15N\ 0 A 19.23 -0 0 0
Grandparenting Paymenl to Australia 02 ™~ M3.63 109.29 16523 142.04 13662 131.4D
Cost of New Cost Sharing Agreement %
Payment for new Age Pension cases in Australia 13 40.09 16.57 33.27 50.12
Payment for new Disability Support Pension cascs in Aust. &3 576 236 478 7.20
Less: receipls for new NZS cases in NZ with Aust, WLR 69 9.91 15.16 6.13 12.39 18.95
Less: receipts for IB cases in NZ with Aust. WLR Ay Q 101 1.98 2.91 1.26 2.48 3.64
Total Cost 1o NZ of Cost Sharing Agreement SN S /N0 18.55 2178 1155 2318 4.7
Tolal Cost of Grandparenting and new Cosl Sharing_y ) \137.00 122.87 127.84 132.90 - 16923 15358 159.80 166.13
Change from Base Comparison [N CS000  (5330)  (57.86)  (S12.72) $000  (3412) (59.82) (515.90)
N RS
Labour Market
Estimated (prellminary) additiongl cos| Z due (o pegple not mlgfating to Australia or returning
from Australia (see caveate) @eporﬁ due tc%\ynlian policy
Gross benefit payments A DPB) 5.64 10.62 15.72 20.36
Supplementary assisigheg pa {AS, SNG & 1.00 1.86 2.74 3.57
Total additional paymenys irgNZ 6.64 12.48 18.47 23.93
NB: NZS/AS exchange ralc is subjgdt £b thovement
N
" Cidpiae il
2001/02 200203 2003/04  2001/03
(NZSm) (NZSm) (NZSm) (NZSm)
Status Quo Cost 169.23 157.70 169.62 182.03
Cost of grandparenting reimbursements 169.231  142.038  136.616  131.403
Cost of new agreement - NZS/Age Pension - 10 445 20875 31.167
Cost of new agreement - Invalids - 1.100 2309 3.561
169.231 153.583 159.800  166.131
- - 412 - 9.82 - 15.90
2001/02  2002/03  2003/04  2004/05
ASSA negotiated reimbursement payments {ASm) 132,000  113.630  109.292  105.122
Based on 2000 DEFU exch rale assumplion {AULDVNZD) 169.231 142.0383 136615 131.403
Based on 2000 BEFU cxch 1ate assumption (AUD/NZD) 157143 135.274 130,11 125145
2000 DEIU exchange rate assumplion (AUDVNZD) 0.78 038 08 0.8




Doc 13
Page 75 of 89

2000 DEFU forecast (ASm) 137500 137500  137.500  137.500
2000 DEFU forecast (NZSm) 176.282 171.875 171.875 171.875
2000 BEFU exchange mie assumplion (AUD/MNZD) 0.84 0.84° 0.84 0.34
2000 BEFL) forecast (ASm) 137.500  137.500  137.500  137.500

- 2000 BEFU forecast (NZSm) 163.690  163.690 163.690  143.690

ASSA negotiated reimbursement payments compared to:

2000 DEFU {ASm) (55.500) ($23.870) (528.208)/ (132378
2000 BEFU {ASim) (35.500) ($23.870) 32478)
Based on 2000 DEFU exch rate assumption (AUD/NZD) ($7.051) (820.838) (335.260) (340.473)
2000 BEFU exchange rate assumption (AUD/NZD) (56.548) (5284 (331581} ($38.545
QS
.
Change in approprialions (57.051) <(s194s3)\ 835.260) (4047

S
SR
# 4
O %ﬁ\
T
S
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SOCIAL SECURITY ARRANGEMENTS W1TH AUSTRALITA (incorporales Agreed negollated Grandparenilng Cost)
0.5

07-Aug-15 AS$/NZLS exchange rate = 0.18 0.8 08
2000002 2002/0) 200304 2004/05 2001102 200203 200304  2004/05
{ASm) (ASm) (ASm) (ASm) (NZSm) _ (NZ$m) (NZSin) (NZ$m)

Sralus Quo Relmbursement Cost

Stams Quo Reimbursement Cosl for New Zealand 117.00 121.36 136.87 146.78 159, 0 17102 1834

Less: Slatus Quo Reimbursznenl Cest for Australia 120 117 116 147 /«:;7

Add-on as per [CAB(99) M18/6) 15 o b L] {!}3\ 0

WZs Reimbursement 10 Australia  Dase Comparison 13200 12616 13570 14563 £ 16923 igeT0 16962  IRIW

Grandparentlng Cost of Interim Agreement (Agreed negoliated Grandparentlag Casi)

Cost of feimbursernent cises to Australia (with CPT) . - 11700 10400 - 9076 ATEL - 13000 100

Add-on as per [CAB(99) MIR/6] 15 < 19.23 [

Grandparenling Payment ro Australia 132.00 104.08 9076/ ~ BLEN 16921 /L3I0 10N U5  102.26

Cast of New Cost Sharlng Agrecment w

Payment for new Age Pension cases in Australia % 4009 7 .27 5012

Paynkenl for new Disability Support Pension cases in Ausl, i 83 516 13 478 7.20

Less! receipls for n2w NZS cases in NZ with Aust. WLR 4. 13.16 6.13 1239 18.95

Less: Teceipls for [H cases in NZ with Aust. \WWLR I 98 291 e 1.26 248 361

Total Cost 1p NZ of Cost Sharing Agzeement 924N, " 1BSS 27 1155 2318 1473

Total Cost of Graudparenting and new Cosl Sharing 131200 “HaAN 109.31 —H 16923 |41.65 13663 13699

Changz from Base Comparison S000%  (§12.85)  ($2638) (536! $0.00  ($16.06) ($32.99) (515.04)
\) ~

labour Markel . \) V

Estimated {prellminary) addillonal cost In NZ due to people- jar! Li,\usirali:l or

from Australla (sce caveales In the mala repori) due (o nfwy ey

Gross benefit payments (U, [0, S0 & DPB} 5 10.62 15.72 20.36

Supplementary assistance payments {AS, SNG & DAY 1.00 1.86 274 3.57

Tolal sdditional payments in NZ 6.4 12.48 18.47 23.93

&2

NIi: NZ5PAT exchange rate [s subject jamovenieqt ~

S

Siatus Quo Cosl

Cost of grandparenting reimburseinents
Cost ol new agreement - NZ8/Ags Penst
Cost oi' new apreement - Invalids

ASSA negolialed reimbursenent paymenis (A Sm)
Based on 2000 DEEU exch rate assumplion (AUD/NZD)
Based on 2000 DEFU exch rale assumption (AUD/NZD)

2060 DEFU exchange rale assurnption (AUD/NZD)
2060 DEFU forecast {ASm)
2060 DEFU forecast {NZSm)

2000 BEFU exchange rate assumption (AUD/NZID)
2000 BEFU [orecast {ASmn)
2000 BEFU [orecasi {NZSn)

ASSA pegoliated reimbursement payents compared to!
2000 DEFU (ASm)
2000 BEFU (ASm)

Based en 2000 DEFU exch rate assumplion (AUD/NZD)
2000 DEFU exchange rale assumption (AUDVNZD)

Change n appraprialions

N\

DO1/02 200203  2003/04 2004005
(NZSm)  (NZ2Sm)  (NZSm)

15770 169.62 132.03

169231 130100 113450 102263
- 10445 20875 3L167

- 1.t00 2309 3.561
169231 141643 136.634 136991
- - 1606 - 3299 - 4504
20000 200103 200304 2004405
132.000 104.080 90.760 81810
169.231 1301 11345 102263
IST.I43 123905 108045 97393
0.7% 0.8 08 038
137500 137500 137.500  137.500
176282 171.87% 171.875 171875
(3] 084 084 084
137.500 137500  137.500 137500
163690 163600 163690  161.690
(85.500) (5334209 (S46.740) (555.690)
(55.500) (S33.420) (546.710) (§55.690)
(§7.051) (S41.775) (558425} (569.613)
(56548) ($39.786) . (555643} (866298)
(57.051)_(SHL.I75) (5583425} (569.612)
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NZIS
new agreement Project management _ ' 5000 56
new agreement Systems gﬂ 11
new agreement Legislative implications i 23
infonnation Communication/markeling/promotion 00 5
information Training 5000 %
information Legal 1000 25
2010Q0 226125
15% contingency g;}s 260043.75 15%
GST 12.50%
TOTAL { : : : ; ? )
% ; MSP
new agreement 77 425000
DWI
information Contracted qatbeen 715000
mformation Info pac 193000
information Postage oyRgsea 5000
information Diry @?1 il NZ 10000
information Adgbii?nts 297000
informalion ntgmetaaterial 3000
information iy frack 3000
information : phges to EQ’Q orms and brochures 150000
new agreement @
new agreeiment 95000
new agreement 273000
new agreement 34000
new agreement 980000
new ngrccmcn@ 1109000
information 1478375
new agreement 2766750
4245125
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Staff Cost (3) Per unit (8)

Forecasting and modelling - 3 240000 §0000
Senior Policy Aualyst (outside of TPA) 1.5 130000 86666.67
1 5520\% 55000

@ 272.73

Policy Analyst for IPA
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TIE THRASURY

% Ki |I|nlml2§m|u Rawa

Treasury Report: Briefing for Cabinet Poli@&ttee Q@Qbhwary 2001
O

Date: 20 February 2001 < O ka\wry Prlor\i(t(\ \ﬁle?dium
Security Level: In Confidence /_<\\ \B port Nc}z&\_/“l' 2001/184
W \)
Action Sought O <\\\
\/ W
N st n Sought Deadline

Treasurer/Minister of Financ &\‘R@;d prior to @ng | 9:30am Wednesday, 21 February
: 2001

Associale Minister of Fina{m \ Read png \C/eetlng 9:30am Wednesday, 21 February

{Hon Trevor Mallard}) (\ \ 2001

Associale Minister, ce/ Th H(>CBC meeling 9:30am Wednesday, 21 February

(Hon Paul Swair] K 2001

~

mm@{%ﬁelephg& Bjscussion (if required)
DNX

Name <\ g)\'tion Telephone 1st Contact

Lesley Haines Q/i pirector, Policy Coordinalion | 471 5932 (wk) v

and Development

Dr Alan B/!Ia\d\ < Secretary to the Treasury 471 5040 (wk)

Ok
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In Confidence

20 February 2001 PCHN

Treasury Report: Briefing for Cabinet Policy C rPQm/i;tee 21F ary
7

o
. %
Executive Summary
r‘}e o
The following papers are on the Cabinet Policy tlee agenda fQr esday 21

February 2001.

ST A

atloj

This paper asks Ministers
to aulhorise New
Zealand's signature of the
draft bi-lateral sccial
securily agreement with
All

T2001/184: Brigfing for Cobintd Policy Commitiee 21 February 2001 Page 2.




Doc 14
Page 84 of 89

{n Confidence

Recommended Action L~ \Q‘\\

Q
We recommend that you read this report prior {6 @ inet Polje @I?ee meeting on

Wednesday 21 February 2001 at 9:30am. Q

Lesley Halnes

Director, Policy Coordinalion Dévetopment

for Secretary to the Treasu % @
Hon Dr Mich('afl W

Treasurer/M 's@/a inance %

LA Y IR | RS U O TS 1A At Y A

Teo01/184: Briefing for Cablinet Policy Commitee 21 February 2001 Page 5
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In Confidence

Australia-New Zealand Social Security Agreement

Responsible Manager: Gerald Minnee : &
Summary

13. This paper asks Cabinet to authorise New Z |gnature@n bilateral
social security agreement with Australia. Offi é’hl have complet %
agreement within the parameters endor Ca inet o ec ber 2000,
and it is due to be officially announceilj]qE nday (26

14. The savings from the agreement fér than in | December by
about $64 million over three ye g s du:asg::’i| oyrable deal being
struck relating to payments for tande Wt lia who will continue to

15. We recommend yourt the papef’sr mendations,

oLl olbaseE

T2001/184: Briefing for Cabingt Policy Comumitiee 21 February 2001 Page 7
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URY

Kallohmo)inKaupapa Rawa

e

AN

Date: 10 April 2001

o
57 ()

/A ﬁléasury P(Qﬂ\y\_/ﬁdinisterial Deadline

Security Level: In Confidence

(\\) ) O [ T2001/526

Action Sought

O Repm@%
Y &V

o

OIS

Deadline

Treasurer/Minister of Fina%\'(//

Nene

Read M
Refgs opids on to olher interested
i

@
Assodale Ministepof Finan&
IS

(Hon Trevor Mall

N/A

>

Associate Mi Wénc&
0 AN

N/A

N0}e>
AN

(Hon Paul &
@?
Contagtfor

~/
Tele iscussion (if required)

Name

Telephone 1st Contact

N0

gl

Peter Bush

Treasury

Depuly Secretary to the

4715-176 (wk) | | v

}
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Treasury Report: Trans-Tasman Migration: Exi éﬁc and P &
Implications (%} O\
A @\/
Executive Summary ) Q.
| N NN
The attached paper conlains an analysis of %man mig: @d some policy
tensions and opportunities. This paper w@( our offj % 18 of March 2001 for

your information.

This paper was presented at the "Sfrafegic Respons

Qg‘i’ute ration Pressures: Lessons

from Around the World” seminar Universi 30 March 2001). The idea of the
seminar was to use the experienc mall nu ntry pairs to discuss issues
dience weare high-level policy-

related to economic integratich, The spsakers R
makers and leading acad @ @
Questions raised in t ép\y @

1.  Isthereabr nn{‘d%

2. Has ecol i ration wi lia led to a brain drain?
3. What 522 5icy implicgli\n the above?

Evid@éetailed it ll'% r, suggests lhat the answers to these questions are as

fol@(:

1. ain Dr@
With respec@ between New Zealand and the rest of the world:

last 40 years, migration flows indicate that departing NZ-born are being
by a slightly larger inflow of immigrants;

whilé there have been net outflows recently, they are small and cyclical, have
happened many times before, and they follow a long period of net inflows. In the long
term (e.g. 10-year and 40-year perspectives), New Zealand is slill gaining in terms of
numbers; '

. recent arrivals have contained a greater proportion of people in the “high-skilled™
category than have departures, alihough Lhe abilily of migrants io integrate into New
Zealand is an important issue. ’

Page 2
T2001/526 : Trons-Tasman Migrationt Evidence and Policy lmplicationy




With regard to flows between New Zealand and Auslralia:
. net flows from New Zealand to Australia are targe and val ??
ol skill dIS iuticn, rather

. however, these NZ-Australia flows seem to be across.({be
than concentrated in the “high-skilled” category

2, Relationship Between Economic Integra@ Brain Drain
The paper suggests that economic integratiol tralia ha a brain drain for

two reasons:

. ihe flow of New Zealanders to Ausy epreseméz,k f lHe populalion of New
Zealand and is not biased towa

i i %} -skllled
. the flow began in the late |ch pred epening of economic links that

occurred in the 1380s.

3. Policy Impllcatlo%:

Imbalances in trans- Cng mlgraho ;ve led to some policy tensions. The paper
discusses two p ft‘t:u! s of t e first Is Australia’s congern that some third
country mig uld not %éfequa ified under Ausiralian crileria have been seeking

entry throug{}lb kdoor” by g first to New Zealand. Small differences in the
criteria used o countries electing skilled migrants have been tolerated so far.

The @n corfcern rel lu%fﬁscal cosl of social security paymenls between the {wo
. N

couyntties{/THe new w Zealand Social Security Agreement, deals with this
tehslor-byHaving ea % nment make ils own payments directly to the recipient based on
tz\p@ntage offnork g)q e in a country.

While tensio ﬁe} riSen between New Zealand and Australia as a result of the continuing
igratien, integration has also helped open up options for better policy design.

imbalanc?ja g

Inthis ¢ : paper discusses the Trans-Tasman Mutual Recognition Arrangement
which ng other things, increases opporlunities for New Zealanders and Australians to
work 1@3 her's country.

Page 3
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Recommendecd Action
We recommend that you note the contents of this paper and ref copies on to oth
interested ministers. Should you wish further information on apy e specific p the
paper, we would be happy to provide this. éi @
Peter Bushnell @
Deputy Secretary to the Treasury @ @
Hon Dr Michael Cullen @ :;
Treasurer/Minister of Finance: :
Referred to: @ %
Hon Jim Ar%ﬁ
Minister far Eeandiyic Developmen Yes { No
H{!ﬂ\fre Mallar %: ; 7
Mi i“\} f Educa : _ Yes / No
Hon Ma son .
Minist bour Yes /No
Hon Lianne Dalziel
Minister of Immigration Yes [ No

Page 4
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