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Report

Date: 9 July 2015 Security Level: IN CONFIDENCE
To: Hon Anne Tolley, Minister for Social Development :
From: Murray Edridge, Deputy Chief Executive, Community Investﬁient ’

Proposed approach to re-designing the Budgetmg
Services funding and service model -

Purpose of the report

The purpose of this report is to inform you of our proposec% approach to work with key
partners in the sector to re-design the way we fund-and deliver Budgeting Services from 1
July 2016. The report also outlines how we propose to use the funding available In
2015/16 while we transition to this new way of working. -

Recommended actions

It is recommended that you:

1 Note the baseline approprlatioh ‘farﬁaﬂﬁgeting Services will increase by $2m from 1

July 2015 to $14.9m
Yes / No

2 Note that in 2015[1‘36:,‘wé‘} will work with key partners to co-design the Budgeting
Services delivery modet forimplementation from 1 July 2016.
e i A Yes / No

3 Note that whi'le' '.Qve ﬁhdertake this work, we propose to utilise the $14.9 million of
avallable f%.mdmg as follows:

o roll over aII $12 4 million of the currently contracted direct service delivery
,;funcﬁng to provide stability to the sector

L ® utllfse $1 3 million to address existing cost pressures, over-delivery and gaps i

e [s 9(2)(b)(ii) Commercially Sensmvj

L ":tfund the New Zealand Federation of Family Budgeting Services (NZFFBS)
4 o Investigate and implement recommendations from the 2013 Budgeting

Services review specific to their national role and expertise, and build on

outcomes from the Community Investment tifals.

¢ $0.900 million to re-design and reconfigure Budgeting Services in partnership :
with the sector and informed by the 2013 Budgeting Services review, and then : ,
transition to the new way of working. "

Yes / No '
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4 Note that Community Investment will, from 1 July 2016, manage the total funding
baseline of $14,9m appropriation as recommended in Cabinet Paper 101/12

Yes / No.

5 Note that the proposed approach will align to the recently released Comhidhity"

Investment Strategy, ensuring clearer results, reduced duplication, better ?:argetmg
of services, and greater transparency and co-design with the sector

"~ Yes / No

6 Note the role of the wider sector including the budgeting servfi;_:es‘s'éc,t‘br,’ Work and
Income, the Ministry of Business, Innovation, and Employment, and the Commission
for Financlal Capability in assisting to develop our proposed,approac’h:

'Yes / No

Hon Anne Tolley - 4 5 " Date
Minister for Social Deve§opmant h

% / 0‘7/ 2478

/ Date ’

Murray. Edndg’é
.ﬂeputy ‘Chief Executive
'*s{:ommumty Investment
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Background

7 Budgeting Services helps individuals and families achieve their financial goals through
access to financlal education and confidential one-to-one budget advice and
assistance. In 2014/2015, the Minlstry of Social Development (MSD) contracted 98

non-government organisations to deliver 188 Budgeting Services contracts. Of these '

contracts, 148 expire in either 2014/2015 or 2015/2016, with the remaining 40
expiring in 2016/17, .

8 The Budgeting Services baseline funding of $8.9m has remained constant unti
2013/14 with one-off top up grants of $0.6m in 2011/2012 and $1.5m in 2013/2014,
As part of Budget 2014, and as a result of a significant Increase in Work and Income
referrals following the Future Focus Reform, the Government announced a $4m
increase in funding in 2014/15 and a further $2m per annum Increase frcm
201572016, taking the new baseline to $14.9m per annum.

9 An investment approach is required to ensure the total government contrlbution to
Budgeting Services is used to best effect as per Government dtrection {Cabinet Paper

CAB101/12 refers).

10 Currently a range of government, community and commercial organisations are
engaged in building financial capability in New Zealand. The proposed approach to
re-designing Budgeting Services will link to wider pieces of work being undertaken
within the sector, including the Commisslon for Financial Capability’s (CfFC) National
Strategy for Financial Capability, the assoc;ated Investor Capability Strategy and
MSD's Community Finance initiative.

The current budget service modei--ﬁas:gaps and inconsistencies

i1 In 2013, Budgeting Services were reviewed in response to increased demand for
services due to rising financial strain and problem debt among many New Zealand
families, This review and feedback from the sector indicated inconsistencies and gaps
in the current approach to Budqe’cing Services delivery and funding, including:
e a need to clarify who the MSD target population for Budgeting Services is and
how results are ‘measured and evaluated for these users
» that the currert service model does not account for the different levels and
intensity of *serwce/s required to meet customer needs (ranging from single
meetings to: complete a budget worksheet to on-going financial management of
all aspects of a-customer’s budget)
‘e historic dszarences in funding rates between agencies
o gaps and duplications in funding within and between geographic areas
¢ 1;;1j‘5*the neeci to align Budgeting Services to wider MSD and government initiatives.

12 .In November 2013, the Cabinet Paper CAB101/12 reported on the Budgeting Services
- Funding Review, and sought agreement to increase financial support for

£ _community/NGO budgeting services. The Cablnet Paper recommended that MSD

“+... work with the sector to offer appropriate and targeted budgeting support to clients,
“and to maintain and strengthen social and financial gains from the Welfare Reform.

Allocation of the additional funding (i.e. $1.5m in 2013/2014 and $4m in 2014/2015)
was based on the previous year’s demand experienced by providers (i.e. providers
who were operating at a cost deficit or who demonstrated an ability to meet
increased demand in 2014/2015), This approach to allocating top-ups did not
address the underlying issues for the sector identified above.

Proposed approach to re-designing Budgeting Services 3
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E_e-designing the way we deliver and fund Budgeting Services

1=} As detailed above, the review of Budgeting Services in 2013 identified a clear
imperative to improve the Budgeting Services model to respond to customer need,
address inconsistencies and gaps In current funding and delivery, and shift to
outcomes-based contracting. To achieve these aims, we propose to work with key =
sector partners in 2015 and ensure alignment to the recently released Community

Investment Strategy.

15 The following table outlines how we propose to utilise the 2015/16 available fundihg: '

proposed F16
sp end - total
$1 <49 m available

Breakdown of funding
in 2015M186

How baseline funding will be distributed .

$8.90 million baseline
funding (includes the

of $0,500 miilion)»

NZFFBS baseline funding

Will be rolled over with no shahgés pending
outcomes of the service designj,

N

)(b)(ii) Commercially Sensitivg

| $3.50 million (from $4

to
sup port direct

million in funding made
available 1 July 2014}

Will be rolled over with no changes pending
outcomes of the service design.

bucd geting service
del ivery, address
gap>s and cost
re ssures, and {o
wor Kwith the
NZFFBS

million made available
from 1 July 2018)

$1.30 million (from the $2

Address mmedfate direct service needs by
allocating:

of $0.700 million to bri idge immediate service gaps
“and over-delivery
- $0.600 million for providers experiencing severe
~financial distress and cost pressures

s 9(2)(b)(ii) Commermally Sensmvel

$0.9 00 million to
reco nfigure
servicesandthe.. .
sectorand :
transition to the
new wayof -
working

150,500 milion (from the
1 $4 million In additional
‘baseline funding made

.ava ftable 1 July 2014)
$0.400 million from $2

| million in additional

baseline funding {(made
available 1 July 2015)

Reconfigure services and the sector by utilizing:

= $0.200 million to engage the sector to co- design
the future service and funding model

+ $0.200 million investigate opportunities to link
with the Community Finance initiative and how it
might support budgeting services going forward

o $0.500 million to test and implement
recommendations from the 2013 Budgeting
Services review e.g. re-designing resources
targeted at those on low incomes, ensure
consideration of Maorl and Pacific cultural
needs and shifting to outcomes based
contracting.

We will work collaboratively with key sector partners including NZFFBS, Work and
- Income (W&I), the Ministry of Business, Innovation, and Employment (MBIE) and

CfFC among others to ensure services meet Government priorities and priority user

needs,

Proposed approach to re-designing Budgeting Services 4
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—# herole of the NZ Federation of Family Budgeting Services

s 9(2)(b)(ii) Commercially Sensitive|

The re-desngn of Budgetmg Services links in with other key
Government strategles

22 By re- designing: the Budgetmg Services delivery and funding model, this project
enables Us to ensure the services are value for money and provide the best return on
our investment by dellvering better public services to those who most require
budgetary assistaﬁce

23 The pro_‘ject er be developed and implemented In line with the Community
Investment Strategy through setting a clear direction for future funding, bullding the
ev:dence base and improving the quality of data colfection. It will also incorporate

“zand burfd on findings from the Community Investment triais, where two MSD funded
g Bt&dgetmg Services providers have been supported to transition to an outcomes
.;-';ffocus

" :;As noted above, this Budgeting Services project will link up with wider MSD and
+ Government work including building the financial capabllity of New Zealand (led by
MBIE and CFFC), hardship and debt reduction, Chiid Poverty and the Vulnerable
Children (led by MSD). We are aiso working closely with these other agencies and
community partners to ensure that our work aligns in building the financial capability
of New Zealanders, and to ensure there Is no duplication or gaps in analysis,

Proposed approach to re-designing Budgeting Services 5



Key messages

25 Below are some key messages in regards to Budgeting Services from 1 July 2015

which will also inform any discussions with providers:

Reviews of the Budgeting Services sector have identified a need for services to
be more alighed to customer need and to address inconsistencies and gaps in .
the current delivery model ‘

As part of this work MSD is developing a sustainable service and funding model

for Budgeting Services that will better address community needs and gaps in
services

We want to review what we purchase, how we purchase and who our target
populations are before contracting in 2016/2017 so that the service and funding
models reflect current needs of our priority customers %

Community investment wiil be working with the sector to masntam and
strengthen soclal and financlal galns from the Future Focus Welfare Reform
MSD’s approach to transitioning to this funding model means we will roll over
existing baseline funding for 2015/2016 while we review and consult on service
and funding models that will be implemented from 2016/2017

Our proposed approach will align to the Community Investment Strategy,
ensuring clearer results, reduced duplication, better targeting of services and
greater transparency and co-design with the sector

MSD will invite the New Zealand Federation of Family Budgeting Services and
other sector representatives to work co!%abaratw&ly with us in this process

The additional $2 million of baseline funding that comes on stream in 2015/2016
will be directed to stabllising the sector and supporting this development work
(including a one-off grant to the NVZFEBS:m'providing training and development),
engaging the community to co-design the new service model, training
opportunities to help build the capabiﬁty of organisations and development of
resources to ensure they support the implementation phase and meet the needs
of priority populatsons )

File ref: REP/15/6/58
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Date: 21 August 2015 Security Level: IN CONFIDENCE
Tos Hon Jo Goodhew, Associate Minister for Social Development
CC: Hon Anne Tolley, Minister for Social Development ;
From: Murray Edridge, Deputy Chief Executive, Community Inv_éis:;i:'n%g::hf

Increasing the financial capability of N@w Zeaiam&ers
experiencing hardship

Purpose of the report

Community Investment is re-designing the way Budge‘tmg Services are funded and
delivered in New Zealand. We are working collaboratively with the financial capability
sector to ensure the Budgeting Services spend meets its intended purpose, strengthens
the financial capability of New Zealanders expenenung hardship and integrates into the
recently launched National Strategy for. Fmanctal Capability, endorsed by Cabinet. This
report also outlines how we will allocate tr*e avaliable funding in 2015/16.

Recommended actions

It is recommended that y ou‘;‘*" =

1  Note the basehne approprratton for Budgeting Services will increase by $2m from 1
July 2015 to $14. 9%&3 : Yes / No

2 Note ;he ‘_ BLdge’cmg Services spend will be refocused to increasing financial
New Zealanders experlencmg hardship; and supporting New Zealanders
Yes / No

,,,thef: future services will integrate to the Community Investment Strategy and
-;;::,y the Nataonal Strategy for Financial Capability Yes / No

Charles Fergusson Building, Bowen Street, PO Box 1556, Wellington




4 - Note that while we undertake this work, we will utilise the $14.9 million of funding
available in 2015/16 as follows:

o Roll over $12.4 million of the currently contracted direct service delivery
funding to provide stability to the sector

o Utilise $1.6 million to address any immediate pressures in the sector md
transition to the new way of working .

e $0.900 million to re-design and reconfigure Budgeting Services. in partnership
with the sector including supporting the potential Communlty E-maﬁce scale up
and fund any required resources and technologies .

g Yes / No

Hon Jo Goodhew = Date
Associate Minister for Social Development . S

2én

S O %

! “«tx?‘f:}”’: A ' s
: i

Murray Edridge Date

(}? Deputy Chief Executive
Community Investment

Charles Fergusson Building, Bowen Street, PO'Box 1556, Wellington




Background to Budgeting Services

5

Since the late 1970s, the Government has funded Budgeting Services to assist
individuals and low income families to achieve their financial goals through access to
financial education and confidential one-to-one budget advice and assistance. In

recent years demand for services has increased, and providers have told us that the -

needs of their clients are more diverse and require a more comprehensive response.

The Budgeting Services baseline funding of $8.9m has remained constant until:
2013/14. As part of Budget 2014, and as a result of a significant increase in Werk
and Income referrals following the Future Focus Reform, the Government announced
a $4m increase in funding in 2014/15 and a further $2m per annuny increase from
2015/2016, taking the new baseline to $14.9m per annum. Ai'location of the
additional funding was based on the previous year's demand experienced by
providers and has not addressed the underlying issues for the sector,

Building the financial capability of New Zealandérs is & priority

7

In July 2015, Cabinet endorsed the National Strategy for Financial Capability (the
Strategy) which addresses the previous lack of clarity and direction around. building
the financial capability of New Zealanders. The Strategy ted by the Commission for
Financial Capability (CfFC) outlines that government, community and commercial
organisations must work collaboratively te improve the wellbeing families and
communities, reduce hardship, increase _jnVé;stméht and economic growth. An
overview of the Strategy is provided in Appendix One.

The Ministry of Social Development {MSD) “has a key role in building financial
capability through Work and Income, the Ministry of Youth Development and
Community Investment’s (CI) funded Budgeting Services, and has clear links to the
Strategy clearly through the following areas:

e  More people into sustainable _véérk and out of welfare dependency - through
better management of a limited income and avoiding debt, particularly for youth

© More people are able to participate in and contribute positively to their
communities and society — through improved private provision for retirement
and commugity-level support for those seeking to improve their money
management. - :

° Fewer cfﬁlﬁ‘reri"ém:i people are vulnerable — through relieving financial pressures
as a significant driver of stress within households.

The re-design-of Budgeting Services supports Governments commitment to building
financial capability of New Zealanders, and will enable the new services to be one of
the first Government initiatives to align to the new Strategy. Appendix Two sets out
the cross-Government financial capability network including MSDs role.

Increasing the financial capability of New Zealander’s experiencing hardship
2




Why do we need to re-design Budgeting Services?

10

11

12

CI want to take a fresh approach to the way these services are funded and delivered
to address feedback from the sector and findings from the 2013 Review of Budgeting
Services which has shown us that:

° there is a need to clarify our target population, how results are measured and

evaluated for these users

° the current service model does not account for the different levels and intensity
of service/s required to meet customer needs (ranging from single meetings to
complete a budget worksheet to on-going financial management of all aspects of
a customer’s budget) : o

o  there are historic differences in funding rates between agencies_;;' ,

e  there are gaps and duplications in funding within and between grédgra;:rhic areas
® we need to align Budgeting Services to wider MSD and gove‘rnméﬁi; initiatives.
Additionally, the Community Investment Strategy providéa a framework to drive
these changes: E

° Focusing _more clearly on priority results: this design process offers an
opportunity to understand more clearly what New. Zealanders experiencing
hardship need, and enables CI to create and test innovative solutions with our
partners based on these needs. ¥ =

° Building the evidence base: building thﬁgdin‘gs' from the CI trials, where two
MSD-funded Budgeting Services providers were supported to transition to an
outcomes focus, we will look to outcome based contracts for these services.

s Improving the quality of data coliection: providers already gather a range of
data on the financial position of their clients and the impact their services make.
We will collect this information in a systematic and cohesive manner to
comprehensively understand what difference the services are making.

e  Setting a clear direction fdﬁutq%:'é funding: our revised funding model will enable
CI to clearly determine where and how services should be funded, ensure there
is no duplication and enable consolidation of services where appropriate.

e  Simplifying compliance requirements and building provider capability: there is
currently duplication inthe compliance requirements through MSD and umbrella
group processes. Once we determine how the new services look, we will work
with the sactorto determine what training, resources and support are required.

Our re-design work will ensure that the new services meet client and Government
needs, align. to the Strategy and are not delivered in isolation to other financial
capability initiatives, but are part of a package of services to help move New
Zea‘féngier's}to financial independence. It will also enable CI to respond effectively to
historical funding and delivery discrepancies in the sector.

'&'hmugh this re-design process Budgeting Services may look very
- different...

The initial stage of this work will gain ‘insider’ knowledge on what our clients need to
build their financial capability. We then have the opportunity to develop and
prototype innovative and creative solutions with our partners that better respond to
client and Government needs.

increasing the financial capability of New Zealander’s experiencing hardship
3




14 At this early stage, we cannot pre-determine what the new Budgeting Services might
look like and acknowledge it may look very different from what is currently delivered.
However, the 2013 Review gives a good indication of the types of services across the
continuum from prevention to remediation:

PREVENTION: CONTIRUUM OF SERVICES

e - = : Swowstery '  Testiary ffmnsaal}

Proactive Money

Qpecnhstqerwtfs e vﬁy
NManagement Seminars :

- Information and ‘Resources - s
- . Management

i One-to-one budget advice

iafo Ceompaign . 5
* G iR AN In0k i ginple esctore ‘
- B  seuse E haieh
3 = igngoing

ipestion @l seabkes
fmiition, wuold |
R OVEY

15 Our challenge will be to determine a diverse range 0’ responses across this
continuum that meets the different client group needs. We will require new training
and resources to ensure multiple, consistent and mutually reinforcing messages and
these could include new technologies such as smar*phone applications and social
media.

16 There are emerging examples of apphcatao;‘b bemg developed by the financial
capability sector: a budgeting app being developed by the Salvation Army and the
University of Otago which will offer real time reporting for users on variance against
their budgets, and an app being developed by the CfFC with Women’s Refuge which
will provide accessible financial mformatucm on “what you need to know about money”
including consumer information and advice around financial pitfalls. These
independent apps are both due to ber available by the end of 2015, and CI will
explore connections with these aﬂd az‘y other similar technologies before supporting
any scale up. -

An opportunity to build on Céﬁﬁmunty Finance

17 The Community Fmaﬂf'e micr oflnance pilot initiative has been identified as having
potential for scale-up in:New Zealand. As part of the Community Finance process,
clients go through an ‘extensive personal financial conversation, similar to the current
Budgeting Serwce, and there is an opportunity to align the two initiatives to
strengthen tbe ccmi:muum of services.

18 The first year: of the Community Finance Pilot received a favourable Process
Eva!uatnca, which found that the initiative has been implemented as intended. Both
programmes (loans for people on low incomes) were delivered as planned, with the
partner organisations carrying out their respective functions in coordination. All
apphf'an*s increased their financial knowledge and skills and reported feeling

-'»;;_-,_F‘supported by effective and well trained staff.

o Commun;ty Finance partners (BNZ, Good Shepherd NZ, BNZ and MSD) are

commencing negotiations for a scale-up proposal in late-August. The partners wish to
“'make low-cost and interest free loans available to a wider variety of people on low
incomes. The aim would be that if a low-cost loan is identified as a client need
through the new budgeting services, then a Community Finance provider could be
positioned to pick this up. Conversely, we could seek that mechanisms be built into
the enlarged Community Finance programme so that all providers would have
arrangements to refer people in hardship to budget services.

Increasing the financial capability of New Zealander’s experiencing hardship
4




Our partners in the re-design process

20 As intended with the Strategy, we will work collaboratively with the wider sector to
ensure that the services and products we purchase support and compliment other
financial capability initiatives. Key partners will include:

o Relevant sector partners including national umbrella groups’, Good Shepherc
New Zealand, Banking sector, financial education sector '

° M3ori, Pacific, Ethnic and Disability group representatives among others: :

° Government agencies: Work and Income, Ministry of Youth Deva!opmert
Ministry of Business, Innovation and Employment and the CfFC. '

We will draw in additional expertise as required.

s 9(2)(b)(ii) Commercially Sensitiﬁl

"The known umbrella groups in New Zealand include the New Zealand Federation of Family Budgeting Services,
Associated Budget Consultants, Christian Budgeting New Zealand, and Canterbury Budgeting Network. There
are a range of Budgeting Services providers in the sector who are not affi liated to any network.

Increasing the financial capability of New Zealander's experiencing hardship
5




Allocation of 2015/ 16 Budgeting Services funding

23

In line with our report in April 2015 on CI contracting options for 2015/16 (REP/

15/4/393), we have rolled over the majority of the Budgeting Services contracts for.
one year with no changes. The one-off innovative pilots contracted in 2014/15 have.

not been rolled over.

24 The following table outlines how CI will utilise the funding available in 2015/'i‘6: A

F16 spend — total
$14.9 million
available

Brealidown of funding
in 2015/16

How baseline funding wiil be
distributed =~

s 9(2)(b)(ji) Commercially Sensitive]

to
support direct
budgeting service
delivery, address
immediate pressures
and transition to the
new way of work

$12.4 million baseline
funding (includes $3.5
million of the $4 million
funding made available 1
July 2014)

Will be rolled over with no
changes pending outcomes of the
service Qesig‘n,

s 9(2)(b)(ii) Commercially Sensitjve] } =

available 1

July

‘| $1.3 million for immediate
pressures in the sector and
‘supporting the sector to transition
to the new way of working

2015)

" s 9(2)(b)(i) Commercially Sensitive]

$0.900 million to re

configure services and

the sector and fund. "

resources and support |
“. 1'$0.500 million (from the

1 $4 million available 1 July

$0.400 millioti:(from the
$2 million available 1 July
2015)

$0.200 million to enable the
design process

$0.200 million to investigate
opportunities with Community
Finance and scale up

2014)

$0.500 -million to test and
implement prototypes from the
co-design that will benefit the
way of working (e.g. data
collection and reporting systems,
resources, training, new
technologies)

25 Thei’?e;gleéé’;égn work will impact on contracts from 2016/17 onwards.

File ref: REP/15/8/815
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Appendix Two: the cross-Government financial capability networlc
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Date: 15 September 2015 Security Level: IN CONFIDENCE

To: Hon Jo Goodhew, Associate Minister for Social Development
CC: Hon Anne Tolley, Minister for Social Development
From: Murray Edridge, Deputy Chief Executive, Community Invesgmenf:; w

Budgeting services: effectiveness of the mtﬁreni service
model and proposals for Emprovemem -

Purpose

This report responds to your request for additional mfom atton on the effectiveness of
current Budgeting Service provision and outlmes the‘ ;e of @ co-design process to assist
in re-designing the budgeting services model. S o

Recommended actions

It is recommended that you:

Note the background to Ministry of Socna[ Development funded Budgeting Services
Yes / No

Note the known effectiveness of the Budgeting Services model identified through earlier
reviews and international evzdencc_ Yes / No

Note the need to 1mp?ove the c:%;rrent Budgeting Services model to address gaps and
inconsistencies raised in-variots reviews and sector feedback Yes / No

Note that-we wxii be: vmrk;ﬁg with the wider sectorto re-design the Budgeting Services
model us;ng a co- de5|gm process Yes / No

Hon jb ‘ / Date

Murray Edridge S 7

Deputy Chief Executive”
Community Investment

Bowen State Building, Bowen Street, PO Box 1556, Wellington




Purpose

1.

Our report Increasing the financial capability of New Zealanders experiencing hardship
was sent to you on 21 August 2015, You have requested further information about
the effectiveness of budgeting services and our proposed co-design process for the
redesign of the budgeting services model.

This report provides the additional information you requested.

Budgeting services is a longstanding and valued sector that assists low income New
Zealanders to better manage their finances. In 2014/2015 the Ministry of Social.

- Development (MSD) contracted 151 non-government organisations to de!zver
budgeting services with baseline funding of $8.9 million,

In November 2013, Cabinet Paper CAB101/12 reported on the Budgeting Services
Funding Review, and sought agreement to increase financial support for S
community/NGO budgeting services. The Cabinet Paper noted that exi strng
community budgeting service providers were struggling to meet'the- s:;n going levels of
demand, and this resulted in long waiting lists, bottienecks and-service gaps. Working
families seeking support were also impacted as beneficiary demands crowded out
other users who benefit from the services,

As part of Budget 2014, Government announced that budgetmg services baseline
funding will increase by $6 million per annum from 2015}2016 taking the new
baseline funding to $14.9 million in 2015/2016 and autyears. The intention of this was
to provide for increased provision of budgeting services following an increase in Work
and Income referrals post-weifare reform impﬁe_mentat%onl.

Effectiveness of Budgeting Services -

6.

In 2013, the Ministry of Social Deveiopment {MSD) undertook a review of the current
Budgeting Services model to determine the effectiveness of budgeting services, types
of services available, how they. :mprove outcomes, and when they can be most
effective. It aiso looked at poss;bie target groups and characteristics of clients within
these.

The review also noted there are a range of reasons to improve people’s financial
capability including the desire to improve the general living standards across the
population and alieviate financial strain and hardship, but also as an investment to
prevent poor outcomies in- ‘childhood and later in life for those experiencing persistent
low incomes. and hards%aip

In terms of effec;rye'ness of budgeting services, the review suggested that:

° Eeoplé_attend budgeting services for a range of reasons, but the most common
_‘theme is growing problem debt, with a one-off event turning into a financial crisis.
“_While the one-off event is often the immediate reason to seek help, it is usually
preceded by a lengthy accumulation of debt and a steadily worsening financial
situation e.g. a health problem or personal loans become difficult to service.

1 Under the Future Focus reforms, Work and Income now refers frequent users of welfare hardship

assistance to community providers for budgeting help. At that time funding did not recognize the
increased referral level or time required to help clients with complex problems.
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¢ There is no conclusive evidence as to the effectiveness, but what is available from
New Zealand indicates budgeting services are successful in helping clients reduce
their debt levels and make a positive difference to their situation. Change is
achieved through a long term process involving a substantial level of determination
from the family and their careful management of expenditure.

¢ When it comes to the question of when to offer services, evidence suggests that

there is a trade-off between earlfler assistance (better to be involved before the
debt is out of control) and crisis (sometimes the crisis can provide the urgency and -
motivation to change). We know that clients respond better to services that they.
see value in, and the services will only be effective if clients are genumely,:i
motivated. e

9, Recognised research strategies to assist people earlier include:

o Identifying the triggers requiring support (ill-health, care of children, death of a
family member) and encouraging families to seek financial advice and support at
those times. Collaboration between budgeting services and other social services
(including Work and Income) could be of particular use at those times.

» Improving access to financial education and literacy as a préVentatEve measure,
including better understanding of debt and credit, how to budget and terms and
conditions on finance contracts among others. : S

10. Finally, the Review sounded a note of caution re'ga;?dihgi effectiveness, New Zealand
evidence is relatively limited, and international »litera,t;ure is somewhat ambivalent.
Financial literacy certainly appears strongly related to positive financial behaviours,
but causality Is difficult to pin down - {t may be a third factor (numerical ability,
interest in financial matters, patience) that contributes to both better financial literacy
and better financial outcomes. Those who voiuntarily participate in budget services
may be more future oriented, o’f"paas&sq other unobserved factors relating to
personality or family background whlch means they are more likely to improve their
circumstances?®

Effectiveness of one to one budgetlng services

11. The limited evidence avalfabie to the 2013 review shows that financial programmes
are most effective with one,,a,civrsor, face to face, and tailored to the needs of the
individual client.It is-possible that influential relationships between client and advisor
lead to successful outcomes, Programmes paying close attention to behavioural,
psychologicai and‘at;itUdinai components may be more effective for some people.

12. One to one budget advice generally involves more intensive personalised support for
an initial period of three to six months, and gradually diminishes to more occasional
mpni’torin’é&towards the end. As well as helping clients understand their financial
situation, work out where their money is going and develop a plan, budget advisors
will'often negotiate new repayment terms on behalf of their clients and provide on-

- going coaching and emotional support. Sector feedback has identified budgeting

“services are providing a wide range of advice and support on top of this ranging from
advocacy and advice around kiwisaver, to attempts to avoid mortgagee sales.

2 Hastings, Madrian, Skimmyhorn ‘Financial Literacy, Education and Economic Outcomes, p. 15-16
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13. For all client groups, the budget advice process resulted in significantly reduced levels
of average total indebtedness - over four-fifths of clients reduced their total level of
debt and most of the remainder maintained debt at pre-advice levels.

14, After budget advice, all types of clients experienced large drops in the average levels
of debt in arrears, and in the average levels of monthly debt repayments.

15. For beneficiary clients, most had balanced their budget by reducing their expendituré :
rather than increasing their income (for wage earning clients it was about half and
half). :

The evidence supports a continuum of services

16. International evidence supports a continuum of different services intended to improve
financial capability and money management. Service options on this continuum range
from ‘light touch’ interventions (primary prevention) to those that are more intensive
(tertiary or remedial intervention). & =

17. At one end of the continuum, the range of prevention services can-include social
marketing campaigns, guides and resources and preventative seminars. These can
provide a range of financial information and can be taifored to groups we know are at
risk of having lower levels of financial literacy (less edpc}ate’é,iow-income groups).

18. At the other end of the continuum, external money management is offered as a last
resort option for clients who cannot be trusted (ordo not trust themselves) to
manage their own income due to factors sqc’ﬁ as.a drug dependency or mental iliness.
This type of service is used to guarantee that money goes towards meeting essential
expenses or debt repayments. Money management can occur in different ways, and
includes restricting the use of all or part of-a benefit payment to specific goods or
services (e.g. payment cards); and/or appointing a trusted third party such as a
family member or an NGO as an ‘agent’ to manage money on a client’s behalf,

19. Evidence suggests that the earlier assistance is provided the better in assisting
families and preventing debt. It is argued that the best time to help families is when
challenging circumstances first occur to prevent debt from getting out of control and
to help build capability for clients in order for them to develop a higher tevel of
financial weliness and ihﬁepehdence. Total money management will not allow such
clients to build their financial capability and is reserved only as a last resort for those
types of clients for whom primary intervention methods are unable to help.

20. Government‘_:‘srccir"n‘munity Finance microfinance initiative also has potential for
alignment with budgeting services, The initiative makes no-interest or low-interest
loans a\/’aﬁai}le,tb'people on low incomes. The main criteria are eligibility for the
Community Services Card and the ability to repay a loan. This ability is assessed
through intensive face-to-face financial conversations between applicant and
Community Finance workers. This involves a broad examination of the applicant’s
financial position similar to that undertaken by budget services advisers.

21 Community Finance offers good opportunities to improve applicants financial
~+ capability as they are motivated and involved in practical learning as part of the
_financial conversation. For example, some applications from risky clients are deferred
" rather than declined outright. This gives these clients the opportunity to improve their
financial position based on learnings and action plans outlined by the Community
Finance worker.




22. The Community Finance initiative has been available at two pilot sites in Auckland
since 2014 and options to extend it beyond these locations, potentially with additional
community providers, are currently being assessed.

23, There is evidence that combinations of policies and approaches, for example, to help
low-income households save, may make individual interventions work better than
they would in isolation. Our re-design work will therefore fook at determining a :
diverse range of responses across this continuum of services that meets the different:
client group needs, :

24, Appendix one sets out the intervention logic for budgeting services as set out in the
2013 Budgeting Services Funding Review. B

New Zealanders experiencing hardship are a priority user for»ihese
services T

25. Government has a strong interest in building all New Zealanders’ financial capability
(having the knowledge, understanding, confidence and motivation to make effective
financial judgements and decisions) as a way to increasing investment.and growing
our economy, improving the wellbeing of our families and communities and reducing
hardship.

26. Building financial capability through education, budgeting and other tools has the
potential to benefit a range of individuals and fan}élieS—’a;ross the population. No level
of income guarantees against a family getting into problem debt which can put
families under considerable stress and pressure.:Many New Zealand families are in
debt (as at 2013 two out of three single parérit families and four out of five couple
families). &

27. As outlined in our earlier paper Increasing the financial capability of New Zealanders
experiencing hardship, we will align our work-to the National Strategy for Financial
Capability (the Strategy). While the Strategy is targeted at improving financial
capability of all New Zealanders, we will be specifically targeting New Zealanders who
are experiencing hardship fof‘th{e‘ purposes of the re-design work.

28. People on Iow—incomes_ama_particiuylar priority. People with a higher risk of being
defined as in income poverty'include:

o benefit recip‘ie-ﬁts; '

° non-Eurqggéns’,ébarﬁéularly those of Maori and Pacific ethnicity

. tenants"ii,q:--Hiét‘rs‘i‘r;é‘New Zealand or private rental accommodation

. Par;i;ﬁts ,w:i,tﬁ"dependent children, especially sole parents.
Thgij¢fédgesi§:;n of the sector is consistent with the Community Investment
Straﬁegy and Cabinet directive

29, As outlined in our earlier paper, the 2013 Review of Budgeting Services identified
' "'é;ss_ues with the service model and the sector including:

s increased demand, In particular resulting from Work and Income referrals and a
lack of movement in Budgeting Services baseline funding over a number of years

¢ a lack of differentiation between client types and service intensities in existing
contracts



s historic differences in funding rates between agencies

¢ Existing gaps and duplications in funding within geographic areas.

30. Alongside the additional funding that is now available, Cabinet agreed that the future

budgeting services be available for both beneficiaries and working families who choose

to use the services, and that the service mix include:

o sufficient one-to-one budgeting advice places for the general public and Work and
Income referred clients :

« preventative seminars for carefully selected cohorts of beneficiaries

+ Money management for a small number of people requiring more support than
budgeting advice can provide.

31. At the same time the Minister for Social Development directed MSD to work with key
partners in the sector including the Retirement Commissioner (now knownas the
Commission for Financial Capability) to explore other ophons téwat W(}d]d benefit lower
income families, :

32. To respond to changing demands from government, it is not practicél to continue to
fund ‘more of the same’, Our focus is shifting to identifying how public services can
be delivered more sustainably and in a way that delivers better value for money,

33, Re-designing the budgeting services model wi!li;ﬁelp‘us address current issues in
existing budgeting services contracting as outlined above. It will also allow for the
development of specific preventative/proactive services aimed at supporting
vulnerable clients with regards to problerm debt. This project also meets the Cabinet
intention of reviewing the total MSD allocation of budgeting services funding.

34, Driven by the Community Investmernit Strategy, our focus on outcomes will enable us
to target programmes and services in a way that will impact on the wider population.
In order to do things differently, we need to understand what is being delivered, and
how it is being delivered. We need our services to shift towards being targeted
services, and tailored to the needs of the target group.

Design thinking has,:;‘,prt‘s’tgnti__a_tl to meet key service development needs

35. Our proposal to ’Fe,d,eSign/_;hé budgeting services sector through working with
stakeholder partners:in.a co-design process, facilitated by an external designer, was
outlined in our 21 August report to you. As part of the design process we will be
holding a series of stakeholder engagements including workshops, front line
mterv:ews and concept testing.

36. On° 28 Sep‘zember we are holding the first workshop in Auckland with key stakeholders
to: gtart the design process. Invitees include the budgeting services umbrella
organisations, the Salvation Army, the Citizens Advice Bureau, Age Concern and the

Commission for Financial Capability as well as Budget Service provider
representatives.

37: “The first deliverable, due in December, will be a services concept which draws on

~ qualitative research and end-user interviews. This concept will inform a blueprint and
systems description from which the service descriptions and resources can then be
developed.



38, It is intended that the final blueprint, implementation roadmap and key capability
shifts required to support the implementation will be presented in a report to you in
April 2016.

39, Throughout the service design we will be looking for innovation opportunities and the
use of modern technology such as apps to improve the way services are provided.

40, The Budgeting sector is diverse, with a mix of paid staff and volunteers, and services
with different character and ethos. The sector includes:

o specialist budgeting advice agencies that receive a major element of their funding
from MSD for budget advice and education (and do not offer other unrelated
services).

e services funded by MSD which offer budget advice as one component of wrap~
around services.

» services provided as an unfunded and unregulated peer-to-peer element within
community networks such as church congregations, ethmc/mlgrant associations
or other social groups and associations. E

41, The voluntary ethos remains important, and the volunteer -led approach has been
important in the development and success of the sector Somé of the most ‘voluntary’
agencies in terms of staff and service ethos have. proven £0 be the most ‘professional’
providers in the quality of service they offer. In thls Lontext the words paid and
professional are not necessarily synonymous »

42. Co-design involves all key parties exploring =~and ca_pturing clients’ experience
pathway, and then working together to better: understand and improve these
experiences. The client is at the heart-of the desagn process, essentially designing the
re-imagined programme, Concepts are developed with partners and prototyped and
tested with users to ensure what is deve oped works for the client.

43, We have now identified swtable partners we propose to work with:

¢ The Auckland Co-desrgn Lab (The Lab) is a government funded initiative that
has been set upto s?:zmulate and support innovation in the public sector. The Lab
uses coilectlve impact, ¢o-design and other innovative approaches to complex
social issues. The Lab allows for safe experimentation with different design
methods: (‘fall ear‘!y and fast’ to ensure later success) and to facilitate valuable
cross-agency (and cross-Government and NGO) collaboration.

. Thintcpiacejworks with people in complex public systems to develop insights and
_generate innovative solutions. Their approach is based on the principles of co-
j??’de_;sign and the belief that those closest to the problem have the expertise,
"i’:_~:,»i_3‘1'sights and motivation to solve it. Their approach is designed to provide
'é\z;dence-based solutions to public problems, and through flexibility they have
e Vbeen able to successfully apply these principles in many different contexts and
“- “empower people within the system,

."Using a co-design approach will enable a services re-development team to reframe
" the primary question in terms of the real world conditions. This will iook at the needs
of the people in question, and tailor proposed solutions accordingly.

Co-design thinking meets some key service development needs relevant to the re-
design for budgeting services:
7



e ajoined up process that moves seamlessly from analysis to solutions to
implementation

s observing and identifying user needs and behaviour and working with users to co-
design and test solutions. This means that what it delivers will not only work for
the people affected, but that these people can own and promote the new
measures

e opening up service silos and engaging people from outside the government sector '
to work together towards a common goal :

« identifying tangible problems and developing visual data to quickly and clearly
convey relationships and helping to ensure solutions cover a wide ra,nge of users
and scenarios 2

e providing a low-cost way to mitigate risk through prototyping.

The design process will align to the Community Investmené'Strategy

46, Investing in a co-design process will also align to the Community Investment
Strategy, building a system to better align funding to those with the highest needs
and to services and providers who demonstrate they are meetmg these needs, with
evidence about what works,

47. Re-designhing budgeting services through a co-désigﬂ' process also allows for analytical
capability for public services to collect, retain, météh and analyse operational
information across agencies, gaining a much rscher understandtng of how what they
do contributes to outcomes.

48. Having the support of end users will be acr}iéca! factor in determining the success of
this innovation. New services and programmes are more likely to be accepted by end-
users when they feel that they have had @ voice in the development of a programme
designed for them. :

49, Public sector innovation research also shows that new insights stem from taking into
account the ideas, insights and experiences of groups of end-users whose voices are
traditionally often weakEy mstztutlonahsed voices’,

50. To thisend, a stakeholdei ‘group is being established for the budgetang services design
process. This will brmg the opportunity to include all key partners able to represent
diverse and new ‘inslights and perspectives.

REP/lS}é/ngi.




Appendix one: Intervention logic for Budgeting Services

Intervention logic of budget services

Qutcomes for Savings on hardship Improvements In children's

assistance cognitive abilities, socio-
Government smolional compeience Outcomes for

children
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i MINISTRY OF SOCIAL
¢ DEVELOPMENT

TE MANATO WHAKARIATC ORA

Date: 4 April 2016 Security Level: IN CONFIDENCE

To: Hon Bill English, Minister of Finance
Hon Anne Tolley, Minister for Social Development

Hon Jo Goodhew, Associate Minister for Social Deve(oprrmnt

Brlefmg for the Minister of Finance on the budgetmg
services redesign for increasing flnaﬂcm! capability

Purpose of the report

1 This report provides an overview of the ‘Ir;creasmg Fmanaal Capability for New
Zealanders Experiencing Hardship’ co-design of the budgeting services sector and
seeks to supplement this information WIth a waik-through meeting at the Co-design
Hub. e

Recommended actions

It is recommended that you:

1 Note the Increasing Financial Capability for New Zealanders | Yes / No
Experiencing Hardship co-design is being undertaken to redesign —
budgeting serviceé and shift the sector to support increased financial
capability for ‘[\_l_:_ewl—z‘_—jealaﬁders experiencing hardship.

2 Note that this féiffap;gj‘éach is consistent with and aligns to the Community Yes / No
Investmféﬁ:t;StraEégy and the National Strategy for Financial Capability,

3 Note that the customers are at the core of the redesign, and the Yes / No
bb’é%g:éting}é"services sector (advisers, managers and umbrella groups), S
Govéf‘n"{nént agencies, and the financial sector as appropriate have been
~fully involved in the development of the new service model.

‘ _ﬁi)te that delivery of the first phase of the new financial capability .i;Yéé;/ No
~ service model will commence on 1 November 2016. S

" B Note that service components will be implemented using a phased Yes / No

approach to assist sector adjustment, with a full suite in place from 1 —
July 2017.

Bowen State Building, Bowen Street; PO Box 1556, Wellington — Telephone 04-916 3300 - Facsimile 04-918 0099




6 Note that Community Investment plans a national service design ;‘{ Yes / No

roadshow in May 2016 for current MSD-funded providers, the wider S

budgeting sector, and those who deliver financial capability services.
This will communicate the new service approach and its roll-out to the

sector.

7  Agree to walk through the Co-design Hub room (see Appendix Three) Yes / No
to gain an understanding our customers and their experiences, and the .
work to develop the concepts that could have the most impact on

improving their financial capability.
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Background

2 The Ministry of Social Development (MSD) currently allocates $14.9m per annum to
budgeting services across New Zealand. The 2009 welfare reforms led to increased
demand for services and points of contact, with an increase in customers referred by
Work and Income.

3 The 2012 Evaluation of the Future Focus reforms identified customers who were.
accessing hardship assistance very frequently, indicating continuous problems with
their financial situation. It found that budgeting activities were not beneficial for all
people facing financial problems - particularly those with impaired capacity - and
were not able to address complex client needs. kY

4  Simultaneously, feedback from the budgeting services sector identified that the
current funding model did not account for different levels and intensity required to
meet customer needs. Along with other factors, this led to the 2013 MS‘D‘_Eunding

Review of Budgeting Services.

5  The 2013 Review found that the community budgeting providers werei struggling to
meet the on-going levels of demand resulting in long waiting lists and bottlenecks but
also service gaps. Working families seeking support were impacted as they were
crowded out by other users. ‘

6 The Review also noted a range of reasons to improve Q_éneral financial capability

including a desire to improve general standards of living and alleviate financial strain
and hardship. It is also an investment to prevent poor-outcomes in childhood.

An inclusive co-design was chosen by MSD as the best way to build on
the Review . & w,

7  Co-design principles put customers’ experiences at the heart of the process and
enable re-imagining of the future alongside those who will be using the service.
Concepts are developed with partners, then prototyped and tested with customers to
ensure the developed services work for them. It has been shown to reduce risk
because all perspectives of ‘success’ {including the customers’) are integral to the

design process. st

8 A Core Design Team comprising members from MSD, the Auckland Co-Design Lab
and the Ministry for Business, Innovation and Employment will continue to work
throughout the project te ensure a balance of voices, expertise and perspectives is
incorporated. - K

A shift in focu{étbw'éfd financial capability is needed

9  Many people referred to budgeting services face overwhelming crises across multiple
facets of their.lives or have reduced capacity to make decisions. They are unlikely to
make significant changes in their lives until their immediate needs are met. A
percentage of clients only access budget services to meet Work and Income
requirements and are less likely to be engaged.

10. MSD currently funds budgeting services to focus on improving customers’ financial
“Jiteracy, but to really help people experiencing hardship, the focus needs to be on

- improving their financial capability.

Financial capability is the ability to act combined with the opportunity to act and
involves the recognition that there are environmental and structural factors that
affect the ability of vulnerable people to improve their circumstances.

This approach aligns with the widespread work on building financial
capability

11 The National Strategy for Financial Capability was developed by the Commission for
Financial Capability [CFFC] and endorsed by Cabinet in July 2015. Its vision is
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“Everyone getting ahead financially,” i.e. to improve the financial capability of the
whole of New Zealand'’s population. The strategy is about working collaboratively with
agencies and other sectors to bring about sustainable behaviour change.

12 Our approach aligns with the work of CFFC, particularly the emphasis on financial
capability building supported by the development of online tools and social -
campaigns. We will work with CFFC to share the voices of our customers experiencing -

hardship.

13 Our aim is to develop a new service delivery model to move people experiencing
hardship toward financial independence. The model will take account of the variabie
progress that customers (some showing ‘two steps forward, three steps back’
behaviour) make on this path. R

We have involved all stakeholders by using a comprehen'sive' _
co-design approach i

14 Co-design involves all key stakeholders in the design process. They, alr'Ong with other
key sector partners, have been critical in informing the design of the new approach,
testing assumptions and validating what will work. R

15 The first workshop was held in September 2015 to introduce providers to the co-
design approach. Since then, Community Investment has held co-design workshops
around the country with service providers and their customers to determine what the
new services should look like. We have engaged with -approximately 300 people.

16 The approach and design for how the new MSVD-.fu'nd_ec} services will look has been co-
designed alongside providers currently delivering budgeting services, and with the
customers receiving those services. :

17 Engaging Work and Income staff, from managers to case workers, and recording

' their experiences and insights was a_priority. This has been achieved and a
standardised Work and Income referral practice is being developed as the fourth
service concept; we will aim for its.early implementation.

18 The Ministry of Business Innovation and Employment is also fully engaged in the co-
design and the Auckland Co-lab has been instrumental in the design and prototyping.
Organisations involved in‘the wider financial capability sector including microfinance
lenders and Good Shepherd New Zealand are also included.

19 A Design Hub room has been established at MSD’s Bowen State Building in
Wellington to enable the visual display of all stakeholders’ input. The visual and
interpersonal connections in this room have greatly strengthened the co-design. A
walk-through visit to'the Hub is highly recommended and an invitation for this is
attached as Appendix Three.

Approximately two-thirds of the total service requirement is ready for
tender -
20 We plan that delivery of the new financial capability service model will commence on
-1 November 2016. We propose taking a phased approach with three core service
““components needed for successful delivery scheduled for immediate introduction.
- Additional components will be added as they are completed.

_  ﬁhe full suite of redesigned services will be in place from 1 July 2017.

‘The transition to the new services will be funded from the current
- appropriation
22 It is anticipated that the 2016/17 budgeting services appropriation of $14.9m will be
invested as follows:
. $4.4m for the rollover of existing contracts until 31 October 2016

Briefing for the Minister of Finance on the budget services redesign for financial capability 4




$6.7m (approximately) to fully develop and then deliver three core services from
1 November 2016

$3.8m (approximately) to develop, test and gradually introduce eight other
service components as required.

The new service model includes eleven key components

23  The new service model has been designed to address the complex lives and needs of

customers experiencing hardship. This model comprises three core services {numbers
1 -3, in bold). Approximately eight additional components will be developed over the

coming year (some components may be merged or expanded as part of the on-going
development process and depending on their viability): :

i
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Strengths-based financial plan

Financial mentors

Group and peer-ied support

Standardised Work and Income referral practice
Income and resource generation strategies

Ethical money management

Financially inclusive products ) )
Mobile, online or after-hours service accessibility -
Financial capability training programme‘arj‘ajprod'ucts
On-line tool to measure outcomes and prog‘res‘s
Systematic social change prog ramtne to achieve community-level learning.

Additional information on each com;jph'eh’t is attached in Appendix Two.

New financial products and oppertunities have also arisen through the
co-design ‘ s

24 Increased alignment betvife'éﬁ the financial and budget services sectors has been
explored, specifically:™

we underst‘andr that Wéétpac Bank representatives are keen to view the Design
Hub room and to discuss involvement within the seventh service component,
Financially ‘Inclusiye products, possibly by using the Banking Innovation Fund

a much better understanding of the microfinance sector in New Zealand has
beg’n;gai‘ped;—including with the Community Finance initiative

a prepééai"to deliver microfinance lending through selected budget
: advisq;'s/financial mentors is being discussed.

Risks iﬁvni\ied in moving to the new model will be managed

| ,5;::;25?

As with the introduction of any new service or programme, there are risks involved in

the transition. We are confident that we can manage these risks. Our use of the co-

.design process has meant that we have a very good understanding of the budgeting

. services sector and good relationships with key players.

26

Communication and relationship management will be key to successful
implementation and minimising risk during the transition. We will provide regular
updates to the sector and a national service design road show is planned for 9 - 20
May. This will provide an overview of the service model and an understanding of the
new frontline services. We will host approximately ten sessions across the country for
current MSD-funded providers, the wider budgeting sector, and those who deliver
financial capability services.
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27

Many providers are already using part or most of the new approach and are ready for
change. We know that some providers offer less effective services producing ‘tick
box’ type budgeting advice that fails to engage with customers or assist their move to
financial capability. We will assist them to transition, or exit the funded sector, as
part of the development process.

We are confident the new service model will improve sector

performance and build financial capability

28

29

The use of the co-design process will ensure the new financial capability-buiiding
products and services are fit for purpose, endorsed by the sector, and responsive to
the real needs of customers, across a continuum of complexity of need and financial
capability. P&

Improved alignment with microfinance providers and the broader‘fi.nanéial sector will
be encouraged, with the aim of moving customers experiencing hardship to a position
of increased financial capability where they can be assisted towards financial growth.

File ref: REP/16/3/318
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Appendix One

“Tina’s story” — showing a current customer’s experience and the improved future state —
is attached as an A3 fold-out.

Source:
Co-design “Blueprint” document, ThinkPlace and Ministry of Social Development

2015,

Marbﬁ : i
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THINKPLACE

Tina is TINA'S BACK STORY

desperate

This includes owing $15,000 to Work and
Income due to benefit overpayments and she
has a debt with her GP. Anxiety about this
accumulating debt puts Tina off seeing her
GP as regularly as she should however she
knows she needs to go to keep up with her
medication.

Tina and her family rely on benefits as she
struggles with a mental health issue which
means she hasn't been able to hold down a job
for several years. Tina's partner is currently in
prison. Her moods can fluctuate, especially
when she is under a lot of stress. Tina is
currently feeling very down about her situation.

Solo parent
(husband in
prison)

Mid 5 Auckland

ﬁ_ Lives in @

Her middle child has
a learning disability

Ny
hreg ¢ Ieiren ”
aged16,8and4. ¥

L ; Tina can't afford a car so she and the kids
walk everywhere. With money being so tight

Tina doesn’t have the internet at home and

Tina has been forced to move house numerous
times and is currently on the waiting list for
social housing. She doesn't have much family to

CRISIS LEVEL
@ call on for help, however a cousin is letting Tina she has a basic cell phone which she only
and her children stay in their garage until a uses for emergencies. Tina is feeling pretty
house comes through. Over the past few years stressed as she has run out of food her for
FINANCIAL CAPABILITY Tina has accumulated a range of debt. children and it's still three days until her next

benefit payment...

—

? Tina has spent her L J
i last few dollars on

some medicine
which she needed

Her family is in urgent
need for food so she
walks to the food bank.
At the food bank they

Tina rushes down to her ®
local Work and Income

office late in the day. .

Her case manager

-

CURRENT EXPERIENCE

—comes through

to go to budgeting services
and get a documented
budget. The case manager
is aware that Tina has no
money left to buy food so
suggests Tina goes to the
local Salvation Army food

bank to tide her family over.

there as her case manager bargly
looks at the budget sheet. She is
relieved though to know her
payment has gone into her
account.

b

‘ rgp_ayments

Tina was looking
forward to her benefit
Heing paid so she could
. "see tiow much money
she can o
put to paying off some of
her debt.:Fhe amount in
her accoint Is less than
she was ekpecting as
she forgot sheis paying
Lgff some W&/ ;
warnavments,

i urgently. agrees to an urgent make Tina an appointment g : i, H ; ‘s Ting' 'a b
Bl sen hardship payment to see a budget advisor In the mofning she goes to her @  After a long, hard day Tinals e ! st‘:"ma : SE 0 Sdbl\./‘tvmay

P however this can’t be first thing the next budgeting appeiritment. She and i happy to get home with the on the weekend, 1116

money leftin paid into Tina's account morning. the budgeter work through a + = i kids. Sheis gutted to find a things are very tough

her a_\(':cou_nt until the next morning. . plan, Tina takes the budget S letter waiting for her from a financially Tina doesn t

and its sl ’ Her case manager says as away to show her cése . : loan company demanding want her children missing

:]hree day; until ohe has had several manager. ; L immediate payment as she’s out. She makes acall t?
er benefit hardship grants she needs She is frustrated when she gets‘f fallen behind with m?eiﬁzpﬁé?g fruck that's

neighbourhood to buy her
son a few gifts.

@  With everything going
on Tina is feeling
stressed out, fed up
and her health starts to
suffer again....
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THINEPLACE

Tina goes into W&I for a hérdsbip

this is Tina's second hardship
request the Case Manager takes

the opportunity to talk to Tina about

how working with a financial
capability provider may benefit her.
She lets Tina know what providers
are available, and talks through
what might be a good fit for Tina.

Tina feels working one-on-one with

someone may help, so the case
manager arranges for a financial
mentor (FM) to call Tina

grant. She meets a Case Manager.
who looks at her file. Seeing that

A FUTURE PATHWAY

Area of opportunity

The Case Manager can see
Tina's history in MyMSD. She
organises a hardship grant
and says:

“You could really benefit from
having an expert work with
you to understand your
money situation. Here are
the options available in our
community — what one do you
think would best work for
vau...

Area of opportunity

A local FM contacts Tina and
arranges to meet up. Using
the ‘where I'm at’ section of
their financial plan the FN
quickly builds a picture of
Tina’s situation. They
recognise that things are
tough with Tina’s housing
situation, her 8-year-old's
health and a pregnant
daughter. Being a single mum
she is juggling this all herself.

The FM makes a gentle but
ificere approaches to contact
ing a few days later as Tina

i didi’t turn,up for their next

sassion, -

The M miskes further. calls to
Tinaand leaves a message about
how she wants 0 help. Eventually

Tina answers the phiche and they

talk again. Titia agrees to let the ..

FN talk to Wa&I.

Area of opportuli'ity‘

Tina and uses their agency
connections to issue an

urgent recommendation to
get Tina further support. A

contact and they discuss
options.

The FM works with W&l to
ensure that Tina is getting all
her correct entitlements and
recommends a debt

ti

The FM establishes trust with

Tina gets a phone call from her
kaimahi (through Whanau Ora)
touching base. She lets Tina
know that she’s been liaising with
her FM about Tina’s situation.
Through conversations they
establish Tina has a debt with
her GP and she hasn’t been
taking her medication.. They
explain that they would like to
work with her to make a plan to
support her, which first means

/- stabilising her health.

Whanau Ora navigator makes

—

Ar.ea‘ofbpportunity

Cohnected support services
waorking fogether and having

a trustéd kaimahi werk with
(not for) Tina, There ara: "
agreed priorities for Tina and
her whanau around‘health

and housing. Finaricial advice

is passed on to Tina trough .+ 1.

her trusted kaimahi.

Area of opportunity

The FM strengths-based
financial plan builds a
integrated picture of a
person’s financial well-being.
For Tina, this means taking
positive steps to get on top of
her health and to seek help
through the school for her 8-
year old

The kaimahi works closely
with Tina’s FM to support
Tina’s financial options. Tina
chooses to sign up for Ethical
Money Management (EMM)
and the FN requests a hold on
debt interest to stop her
money crisis worsening. The
FM supports the kaimahi as
she helps Tina make a case to
Housing NZ for a house for
Tina. This is all part of her
financial plan.

Once Tina's health gets back
on track she feels empowered
to tackle some other issues.
Her kaimahi has helped her
get a house; she meets with
the school about a teacher
aide for her 8-year-old; and
begins to make plans for her
child’s birthday. She
remembers that her FM said
that a picnic at the local park
can make a child feel special
on their birthday without
costing a lot.

Area of opportunity

A EMM programme that
includes a no-interest hold
on her debt helps Tina to
stop worrying about money
and gives her some space
to think about other
priorities. As part of the
EMM programme she
attends a fortnightly financial
literacy course where she
meets other people in her
situation: Tina benefits from
hearing how others have
improved thelr money

egituation—:

Area of opportunity
Achieving non-financial
goals is recognised by
W&l as progress (e.g.
getting back on
medication, a debt
repayment plan, stopping
simoking, kids going to
school with lunches). Her
FM organises a morning
tea for Tina and her

whanau-to m:!nhrqh:. hnr

progress.

In the near future...

Tina talks to her FM about
wanting to volunteer
somewhere, so they talk

about that and Tina decides

“{o call the school to see if

they might need someone to

help eut in her daughter's
class...
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Appendix Two

Key service components

1

Strengths based
fmancnal plan '

An ‘o_nhne or pa""'""

ancial mentors .-

:-Aprog ram mes

1:1 services.

Standardised Work
and Income referral
practice

A simple practice that will enable Work and Income case
managers to have conversations with their customers about
what a budgeting activity is anid why it's important. Through
these conversations customers will be motivated to choose the
best-fit financial capability building activity for them and their

situation. This component hasfinks with the MSD Simplification
Project, and we are workmg to ensure cohesion with that
workstream. :

Income and resource
generation strategies

A practical and aépirational programme of income and resource
generation options that helps a customer live better and ideally
grow their means.

Ethical money
management

A centralised service platform and suite of programmes that
help control a customer’s money and transactions. Itis
brokered by their financial mentor, reviewed regularly and is

| offered alongside a suite of educational support and tailored for
i people in financial hardship.

Financially mcluswe
products :

| Five foundation financial products which can be a catalyst for
1 customers to build their financial capability and move on to a
path of growth

Mobile, onllm, or
after-hours servxce
accessibi iity ’

| A consistent financial support service delivered through a range

of channels, including smartphone and online, and at a time
that works best for the customer (including outside normal
business hours)

Fmancnal ca;aablhty
training programme
and products

A financial capability training programme and resources for the
workforce who work with people experiencing hardship.

10

‘On-line tool to

measure outcomes

| and progress

This software-based tool allows clients and those supporting
them to track progress around key financial capability outcomes
(reducing debt, increase awareness, support family etc.) The
software is computer and smartphone based, so users can
capture on-the-spot feedback and track customers’ progress.

11

Systematic social
change programme to
achieve community-
level learning

Resources, systems and co-ordination practices that support
strongly connected local communities that understand the
nuances and needs of people experiencing hardship.

Briefing for the Minister of Finance on the budget services redesign for financial capability 8




Appendix Three

Invitation

Hon Bill Ehglish
is cordially invited to visit

The Design Hub room
Financial Capability (Budgeting Services) Co-design

An opportunity to view the input from customers, providers, and stakeholders as it has
peen received and to gain an overview of the connections and design 'de_cisions made

Location: P -
Ministry of Social Development, Te Anau Room, Bowen State Building Level 3, Wellington

Time: .
Any time between 8.00am and 7.00pm

Date: .= |
The room has been reserved till 14 April 2016

Briefing for the Minister of Finance on the budget services redesign for financial capability 9



2 4 MINISTRY OF SOCIAL
DEVELOPMENT

TE MANATU WHAKAHIATO ORA

Report

Date: 21 April 2016 Security Level: IN CONFIDENCE
To: Hon Jo Goodhew, Associate Minister for Social Development
cC: Hon Anne Tolley, Minister for Social Development

Increasing financial capability for people 'expériencing
hardship \

Purpose of the report

1 Your agreement is sought for the implementation .frforﬁ 1 November 2016 of three
core components of the new building financial capability service: Strengths-Based
Financial Plans, Financial Mentors, and G_rjou‘piftgam%ﬂg and Peer-Led Supports.

Recommended actions

It is recommended that you: . e
B P Yy
1 Agree that frontline delivery of S’trgngths-Based Financial Plans, 6;5 /' No

Financial Mentors, and Group Learning and Peer-Led Supports will begin -
1 November 2016. T

£ N
2 Note that Work and Income referral practice guidelines will commence f;’iYes /}No
from 1 November 2016. - ' \_:,f
3 Note that it is anticipated that the 2016/17 budgeting services l Yes J No
appropriation of $14.9m will be invested as follows: N

. $11.1rri‘:f®f'fr‘c§§it-line delivery of services

. $3."$ﬁ§j“‘l‘ffﬁtr:§élivery of seven other service components and
y f’cranééi;-%onal funding for providers (if required)

4 Nete thétrwe are working with the sector to identify the workforce (\Y’ej/ No
. training and sector capacity-building that will be required to fully '
. implement the new financial capability service.

# ~j:’-<~""~

g —,;;,ﬁote that current provider contracts will be rolled over until 31 October// Yes / No
772016 to ensure continuity of service provision. N -~

:79'{:" V(i
Note that if you agree to recommendation 1 (above) the open tender -f'Yes // No
for the delivery of the new Financial Plans, Financial Mentors, and S

Group Learning and Peer-led Supports will open in June 2016.

——

7 Note that the Communications Plan will be provided to you on 27 “April (;;s f No
2016. s soon og pussile . N

Bowen State Building, Bowen Street, PO Box 1556, Wellington - Telephone 04-916 3300 - Facsimile 04-918 0095



7N
(Yeé / No

pa—

8 Note that speaking notes are being prepared for you to present an oral
itemn at an upcoming Cabinet Social Policy Committee meeting (date to

be confirmed). o &5 JMQ\ U S! {f:@

H 3

e

~ Murray Edridge
"{* Deputy Chief Executive
Community Investment

1

1 ¥ i

E {ﬁz %I?__‘:f*{fi\\ / ; [ fs’{”/]f{ 5
L N I Al (&

7 H‘c’mv Jo Goodhe":}f Pt
A55$Ciate Minister for Social Development.
.\:“k 7‘
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Background

2 The Ministry of Social Development (MSD) allocates $14.9m per annum to budgeting
services across New Zealand.

3 Community Investment is leading a thorough re-design of MSD-funded budgeting
services to assist them to make a shift in focus toward increasing financial capability ..
for people experiencing hardship. :

A shift in focus toward financial capability is needed

4  Many people referred to budgeting services face overwhelming crises across multipie
facets of their lives or have reduced capacity to make decisions. They are unlikely to
make significant changes in their lives until their immediate needs are met.

A percentage of customers only access budget services to meet Work and Income
requirements and are less likely to be engaged.

5  MSD currently funds budgeting services to focus on improving:custc:;' 'e;s"ﬂnancial
literacy, but to really help people experiencing hardship; the focus needs to be on
improving their financial capability. : &

6 Financial capability is the ability to act combined with the" oppdl‘?:unity to act and
involves the recognition that there are environmental and structural factors that
affect the ability of vulnerable people to improve their circumstances.

7 A Core Design Team comprising members from MSD; the Auckland Co-Design Lab
and the Ministry for Business, Innovation and Employment was formed in 2015 and
will continue to work throughout the project to :ensure that a balance of voices,
expertise and perspectives is incorporated. .

We have involved stakeholders by‘iuéing ‘a comprehensive
co-design approach S

8 We have used a co-design approach to-design the proposed new service components.
This has involved consulting w_‘ith a wide range of stakeholders, including:

s Providers of budgeting servié‘es;»—,;éhose that currently receive Government funding
as well as those that are:in the non-funded sector

¢ The financial sector::

e Representatives of réfeyapthmbrella groups including the NZ Federation of Family
Budgeting Services and the Associated Budgeting Consultants’ Network

« The Commission for Financial Capability
e Work and }‘Vh;qme:v
» Maori and Pasifika providers of budgeting services

9 A co-design approach puts customers’ experiences at the heart of the process and
enabies re=<imagining the future with those who will be using the service. Concepts
are developed with partners, then prototyped and tested with customers to ensure
the developed services work for them. It has been shown to reduce risk because all
perspectives of ‘success’ (including the customers’) are integral to the design

. process.

710 The initial workshop was held in Manukau City in September 2015 to introduce

. ptoviders to the co-design approach. Since then, Community Investment has held co-
design workshops around the country with service providers and their customers to

" determine what the new services should look like. To date we have engaged with
337 different stakeholders, including design workshops with 75 providers (45% of
current providers). There have also been 6 sector updates, provided electronically.

11 Engaging Work and Income staff, from managers to case workers, and recording
their experiences and insights was a priority. Work and Income referral practice
guidelines are being developed for commencement on 1 November 2016.

Increasing financial capability for people in hardship 3



This approach aligns with the widespread work on building financial
capability

12 The National Strategy for Financial Capability was developed by the Commission for
Financial Capability (CFFC) and endorsed by Cabinet in July 2015. Its vision is
“Everyone getting ahead financially,” i.e. to improve the financial capability of the
whole of New Zealand'’s population.

13 The co-design fits with the work of the CFFC, in that the emphasis is on financial =
capability building supported by the development of tools, education and campaigns.:
We are working with the CFFC and other partners to share the voices of our: ‘
customers experiencing hardship and to ensure products and tools work forthe
shared customer base. We will enable other agencies to utilise our insights and
products to assist their customers. f

14 The aim is to move people experiencing hardship toward financial independence
through education, support and advice. It will also work towards removing some of
the structural and systemic barriers to improving their financial situation. The model
will take account these wider issues, their impacts and the variable progress that
some customers make (sometimes taking ‘two steps forward, three steps back’) and
build on these behavioural insights. ;

15 Four illustrations of the difference for customers between what is available now and
what could be available in the future are-attached at Appendix One.

There are eleven key service component’é

16 The new service model has been co-designed to address the complex lives and needs
of people experiencing hardship. This model comprises four core services (numbers
1-4 below). Up to seven additional components will be developed over the coming
year. Some components may be merged, expanded or removed as part of the on-
going development process and depending on their viability and suitability for our
target customers: '

'y

Strengths-based financial p;!a'n‘
Financial mentors =

Group learning and peer-led supports

Commence using Work and Income referral practice guidelines
Income and resource generation strategies

Ethical money management

Financially inqiusixzé products

Mobile'; o‘nli.ﬁedotr:’after-hours service accessibility

Fin_anciié’i ‘Capaibility training programme and products

Or%%lzlirsi;?,.,.;tgél:to measure outcomes and progress

11 Sysi;-‘efnatiC social change programme to achieve community-level learning.

O oo NOU A WN

fury
o

Ac%i;liltgdnéblbgﬁformation on these is attached in Appendix Two.

Hwé,sgro‘pééed taking a phased approach

:3:"'1:_7;[' We plan that delivery of the new financial capability service model will start on 1
= November 2016. We propose taking a phased approach, with the four core service
-~ components scheduled for immediate introduction.

18 This phased approach will give us the time necessary to complete the other seven
components which will be integrated into the new service model over time. It will
also help the budgeting services sector make a phased transition to the new way of
working with customers.

Increasing financial capability for people in hardship 4



The transition to the new services will be funded from the current
appropriation

19 The 2016/17 appropriation for budgeting services is $14.9m. Table One (below)
shows how we anticipate using this funding.

Table One: 2016/17 Allocation of Budgeting Services appropriation

Allocation of Budgeting Services appropriation | 2016/17

Front-line delivery of core services

o 1 July - 31 October 2016: Provision of Budgeting Services by $4.4m
current providers 8

o 1 November 2016 — 30 June 2017: Provision of Strengths-Based :$6'.‘7’r'n
Financial Plans, Financial Mentors, and Group Learning and Peer-. - :
Led Supports : o

Subtotal | $11.1m

pelive(y of other service components and -transigignaf ifunding

« Delivery of seven Financial Capability service ca-mpoh'éﬁts $3.8m

« Transitional funding for unsuccessful providers {if required)

TOTAL | $14.9m

20 Strengths-Based Financial Plans, Financial Mentors, and Group Learning and Peer-Led
Support are the services that will be accessed by the majority of the customers and
will make up a large proportion of the overall financial capability service model once
it is fully implemented. The standardised Work and Income referral practices do not
require funding as they are part of Work and Income’s "business as usual” work.

21 %$3.8m of the appropriéﬁtﬂion will be used to deliver the other seven service
components. We will be introducing the service components as they are completed,
with the fuil suite being delivered from 1 July 2017.

22 We are investigating making transitional funding available and this will also be funded
from the $3.8m. This funding would help any currently funded providers who are not
successful in getting contracts for service delivery from 1 November 2016. This
transiticnal funding would provide for continuation of service delivery until 31
December 2016-and help providers to transition their clients to other services.

Oppoéitu,ﬁitires" to link with parts of the finance sector have arisen

23 Alignment with the broader financial sector including microfinance providers
- including Community Finance) has been explored in the co-design. Progress within
. theseventh service component Financially Inclusive Products includes:

« design and prototyping of bank products that will work within users’ cultural
frameworks and support their cultural obligations

« possible use of the Banking Innovation Fund; Westpac Bank representatives are
ready to discuss possible involvement

 discussions on a pilot to test delivery of microfinance lending through selected
budget advisors/financial mentors.
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Wé are working with the sector to identify the workforce training and
capacity building that will be required to support the new services

24 On 24 February 2016 we ran a providers’ workshop in Christchurch. The focus was on
identifying key issues and insights around sector capability, primarily workforce
development.

25 The workshop identified several key issues consistent with other co-design feedback:

e that effective budget advisors require a diverse range of skills

« the need for national standardised training and strong sector leadership and
networks -

e the need for nationally-accessible resources and training
« the importance of keeping what is currently working in workforcer..deyelopment.

26 We will be further consulting the sector on these issues to develop workfgrcé training
to support the re-design proposals. The results of this work will be inciuded in our
final report to you. g

The way funding is invested is consistent with Government’s social
investment approach

27 The social investment approach that Government is-taking aims to improve the lives
of New Zealanders by applying rigorous and evidence-based investment practices to
the development and delivery of social services. The new financial capability service
delivery model that we are developing is based on this social investment approach.

28 Consistent with this, when we imp!ementithé new financial capability service, a major
focus will be to make sure we are purchasing the right services from the right
providers in each region to meet the needs*efﬂulnerable customers.

29 Through the co-design process, we have worked closely with the budgeting services .
sector to identify what does and doesn’t work to help people experiencing hardship.
The rigour in the design process wili be matched up with funding decisions based on
data on the needs of vulnerabie people at the regional level.

We are targeting the;ia?ﬁd{s"'c'-yulnerable customers

30 We know that our current service provision is reactive, and primarily responds to
those who are referred by Work and Income or who self-refer. The co-design work
has shown that there are many people who would benefit from financial capability
services who do not currently engage with budgeting services.

31 Under the new service model, we are aiming to be more responsive to customer need
and to make sefrvices much more attractive to the working poor and groups that are
not currently accessing services.

32 We have used a range of indicators to build a comprehensive understanding of the
need. for financial capability services regionally. These indicators include the number
of farnilies earning less than $50,000 per annum, the number of families receiving

"~ Working for Families and the number of clients given the Hardship Emergency Grant’.
~ This will enable us to distribute funding fairly, and to the areas of greatest need.

e :’A:té?:gi;iders will be affected in different ways

933 our analysis is that many current providers will get contracts to deliver the new
services from 1 November 2016. This is because many providers are already

1 Other indicators of need are: Number of clients receiving the Accommodation Supplement; Number of single parents with
dependent children, Maori population, Pasifika population and the number of people aged 20-24.
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delivering to vulnerable customers and are using part or most of the new approach to
building financial capability.

34 However, we expect that there will be some providers who will not receive funding,
for example because they are not providing services to the target customers or are
duplicating service provision. At the same time, there are likely to be providers who
don't currently receive Government funding, but are successful in tendering for the
new contracts. Until providers go through the tendering process, we are unable to
say which, or how many providers are likely to be affected. :

35 The timeline for the tendering process is as follows:

Week beginning 23 May 2016 ‘ Providers briefed

1 - 30 June RFP open

25 July - 5 August Assessment panels held -

9 September Noting paper to you.

12 - 23 September Sector advised of outcomes (unsuccessful
providers prioritised and transition funding
offered) S

26 September - 31 October Contract devé%épment

1 November 2016 Del:i_véry‘-of new services start

1 November 2016 - 31 January 2017 i}nsuccégsful providers transitioned to non-

“Ifunded sector

36 The co-design process means thai Awe‘ have engaged and worked closely with the
budgeting services sector and other key partners. We are therefore confident that
any change for providers will be to-achieve benefits for people experiencing financial
hardship. S

There are risks invdlvé& w}th the transition

37 As with the intro'&uc:_tidn of any new service or programme, there are risks involved in
the move to the 'new;_gnedel. We have identified two major categories of risk:

e Risks assc;cia%:éa ’y}'\}ith the range of new service components; and

¢ Risks aﬁss_{;i_atje"& with contract changes in the short term.

Risks with the new service components

38 We are cénfident that we can manage the risks from the range of new service
._components. Our use of the co-design process has meant that we have a very good
‘understanding of the budgeting services sector and good relationships with key
- players.

» We know that many providers are already using part or most of the new approach
" and are ready for change. We know that some providers offer less effective services
(e.g. ‘tick box’ type budgeting advice) that don’t properly engage with customers or
help them move to financial capability.

40 A significant proportion of the sector does not receive MSD budgeting services
funding. We will work with any current providers who are not successful in the
tendering process to help them make the transition to the non-funded sector.
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41 Examples of these types of risks that we have identified and the way we intend to
manage them are shown in Appendix Four.

Risks with contract changes in the short term

42 We currently have contracts with 164 providers to deliver budgeting services. In -
order to start delivering the new services from 1 November 2016, all current provider -
contracts for delivery of budgeting services will need to cease on 31 October 2016.

43 Those providers whose current contracts finish on 30 June 2016 will have their
contracts rolled over until 31 October 2016 in order to ensure service continuity.
There are 72 providers which have current contracts which end on 30 June 2017.
The introduction of the new services and new contracts will mean that their current
contracts will finish eight months early.

44 There are no legal ramifications arising from this. All provider contracts contain
clauses to allow for contract variations provided 90 days’ notice is given. We have
met this requirement as all providers have been informed of the change-in contract
and have confirmed in writing that they have accepted the contraﬂt variation.

45 We are aware that some of the affected providers are expressing concern that their
contracts will be shortened. It is to be expected that providers will be concerned that
their contracts will finish earlier than they initially anticipated. All of the affected
providers will be able to tender for the new contracics, but 1t Is not possible to forecast
which will be successful. :

46 These concerns are likely to be exacerbated by’ th‘e"fac‘t that they have little
information on the new services we propose co"*;tractiri:g for from 1 November 2016.

47 If you agree to the three new service componems (btrengths -Based Financial Plans,
Financial Mentors, and Group Learning angd. Peer~Led Supports), we will be able to
provide the sector with this informatiori. .

48 This will enable providers to assess their ahgnment with the new services and
whether they will tender for the new contracts. It will also enable us to progress the
development of the tender documents and ensure the best possible procurement
process before service delivery: begms on 1 November 2016.

We will support the séwc“:t"o:r? in the transition to the new service model

49 Following your agreemeni; to the proposed Strengths-Based Financial Plans, Financial
Mentors, and Groﬁp Learning and Peer-Led Supports, the tender for delivery of these
services will open in June 2016 on the Government Electronic Tendering Services
(GETS).

50 We will continitie to prowde regular updates to the sector. In addition we will provide
service design information via video and a comprehensive information pack. This is
to ensure providers get an understanding of the “why, how, what, when”, the
frontline services to be tendered. Providers will be able to see how the new design
fits with what they are currently doing and what they may have to change. This
appmach replaces the roadshow that was originally proposed but which is no longer

con5|dered feasible given the timeframe available.

51 A::‘Aﬂy questtons and answers will be posted on the Community Investment website to
- ensure that all interested parties are able to easily access updated information.

5 > _We intend to be as responsive as possible to the needs of providers during the
“ transition to the new service model. As noted earlier, we are working with the sector
on the training and support providers will need to deliver the new services.

" 53 We anticipate being able to tell providers in late September 2016 whether or not their
tenders have been successful. As noted in paragraph 22 (above), in order to help
unsuccessful providers to transition their clients to other services, and to smooth
their exit from the funded sector, we are investigating providing transitional funding.
This would provide for continuation of service delivery until 31 December 2016 and

Increasing financial capability for people in hardship 8
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would be funded from the $3.8m set aside for delivery of the seven service
components.

Until the tender process is completed, we will not know how many providers will need
the transitional funding. Any transitional funding provided would be released in
November 2016.

We are confident the new service model will improve sector
performance and build financial capability

55

56

The use of the co-design process will ensure the new financial capability-buitding
products and services are fit for purpose, endorsed by the sector, and responsive to
the real needs of customers, across a continuum of complexity of need and financial
capability. G

More information on the ‘Increasing Financial Capability for New Zeélandérs
Experiencing Hardship’ services will be provided in a final report to you for your
approval. e &

File ref: REP/16/3/309
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Appendices

1 Customers’ stories
-2 Key service components

3  Risks and mitigations

Appendix One
Customers’ stories

Four stories showing current customers’ experience and the irﬁprﬁved future state are
attached as A3 fold-outs. "

Source:

Co-design “Blueprint” document, ThinkPlace Auck/and Co- Lab and Ministry of Social
Development March 2015. I

Increasing financial capability for people in hardship 10



Appendix Two

Key service components

1 Strengths-based -
= fmanma! p]an

A tool (avaslable either on paper or electronically) that enables
meaningful and action- -oriented discussion between the
customer and their mentor (and Work and Income case

| manager where relevant).. It wm show the step change towards:'
| financial control. . . = K

2 Financial mentors -

| These workers will replace budget adVlSOI"S, takmg a much

wider role by helping customers to connect and work with the
local financial and support systems. Financial mentors will work
with customers to develop their financial plans and empower
them to engage with the types of activities that will suit them

‘and their situation as they work towards financial capabiiity.

3",‘-Group !earnmg and

"""_peer—led supports . :

_ ,Group and peer-led support sessions to share and learn about 5

money and influence positive behaviour changa Most service
providers offer some form of customer fearning group/ peer
support but there is currently no consistent approach to how .

.| and what'is- delivered. This service has the: potentxal to be more"'
- cost-effective and appropriate for several types of customer L
| who do not necessarily need or ‘want 1:1 services. S

4 Commencing
standardised Work
and Income referral
practice guidelines

A simple practice that will enable ‘Work and Income case
managers to have conversations with their customers about
what a budgeting activity is and why it's important. Through
these conversations customers will be motivated to choose the
best-fit financial capablilty buiiding activity for them and their

" situation. This component. has links with the MSD Simplification

Project, and we are working to ensure cohesion with that
workstream... T,

5 Income and resource
generation strategies

A practicat and asplratlonal suite of income and resource
generation options that helps a customer live better and ideally
grow their means.

6 Ethical money
management

A centralised service platform and suite of programmes that
heip control a customer’s money and transactions. Itis

};jbrokered by their financial mentor, reviewed regularly and is
offered alongside a suite of educational support and tailored for
‘people in financial hardship.

7 Financially mcluswe k-
products

Five financial products which can be a catalyst for customers to

‘I build their financial capability and move on to a path of growth

hours service..

accessibility

8 Mobile, online or after~'

A financial support service delivered through a range of
channels, including smartphone and online, and at a time that
works best for the customer (including outside normal business
hours)

9 Financial capability
training programme
“and products

A financial capability training programme and resources for the
workforce who work with people experiencing hardship.

10 0n-finég tool to
1 .measure outcomes
anﬁ progress

This software-based tool will allow customers and those
supporting them to track progress around key financial
capability outcomes (reducing debt, increase awareness,
support family etc). The software is computer and smartphone
based, so users can capture on-the-spot feedback and track
customers’ progress.

11 Systematic social
change programme to
achieve community-
jevel learning

Resources, systems and co-ordination practices that support
local communities that understand the needs of people
experiencing hardship.

Increasing financial capability for people in hardship 11




Appendix Three
Risks and mitigations

Some examples of the risks that we have identified, and the way we intend to manage
them are as follows:

Risk | Mitigations

s él(é)(g)(‘i)» Free and Frank Advice|

Increasing financial capability for people in hardship 12




vHis W|fe of 20
a lworyear, battle
strugglmg fo.come : :
'0 has four. chlldren” Tipene is very proud of ownmg his own home He was -
_ “&ble.to manage the morigage payments quile easily -
“\When he was earnirig, however it's proving a real -
struggle now he's o a benefit. Tipene is also worned
‘that the house needs quite a bit.of work done to it;
gettirig the house insulated.is a priority as hls
‘youngesl chlld suffers from asthmfl

o ' Wrth ong thmg and another Tipene also accumulated
Tipene’s wife other debts wnthout really reahsmg |t : :

passes away

; years passed a

- with-caricéi and his children

- o terimis with this. T“pen‘ who
. aged 14;18,.10:and 3 they ive in Invercargill:

- Until his wife got sick Tlpene worked. atthe local:

: ,freezmg works. and he eain pretty well Fowever he -

~ hever foclissed on saving: ‘

o their flnances :

Livesin
Invercargill

Receiving
benefit

: Last year was 8 bumpen year atthe freezmg works S i
" and TipengWworked a lot of overtime. Tipene wasn't . Tipene's goal is to retum to work ‘however the tume ;
aware thotgh that his te porary incredse inincome -has to be nght for the famny g
‘wolild affect his Worklng for. Fammes payments and
'he was. undmg Up a tax debf ‘

CRISIS LEVEL
}_w@___m_.—. e i)

FINANCIAL CAPABILITY
|-~@—-———(,’§§:-—-——«:i:".lz’——-{_')~—-{ ]

i Tipene's budget advisor
also tells him about a
“Ainancial education course
fiathis local marae runs.

Tipene feels that he has
a good budgeting plan
and while things will be
tight Tipene thinks he
can manage.

® ®

a repayment plan wit
on Tipene's behalf.
Tipene is very conscious
that it's going to be real
struggle to keep to the

@ Tpene has built a strong
rapport with his budgeter
who he keeps in regular
contact with, For Tipene

i i Tipene attends his first
@ Tipene is trying to getback g session at a marae-based
on his feet after the death budgeting service. He's

of his wife who he cared for relieved to work with the

Tipene really appreciates
the help he has got from
the marae, so he often does
add jobs around the marae

Tipene feels in an ok space
@ until he receives a letter from
Inland Revenue saying that

over the past two years.
Tipene had to give up work
to care for his family and
he's on a Work and Income
sole parent support - things
are taugh. Tipene has also
just received a bill for $15k
for his wife's funeral
expenses

Tipene talks to Work
and Income who provide
a funeral grant of $2000
and also refer him to
budgeting services

budgeter to come up with
a budget and he also finds
it useful when they give
him some additional
information about financial
literacy. It's all the extra
costs that come up with
the tamariki that Tipene
finds hard to budget for

he owes money for a Working
for Families overpayment
from the last financial year
(when he did some extra
hours at the freezing works).
He now owes Inland Revenue
$3k which he hadn't factored
into his budget

budget, and that’s with no
extras....

as a way of saying thank you.

A real bonus from the course

- he’s completed is learning

more about gardening and
lkai which is helping
pene:feed his whanau.

péfie has found the course
often talks

a budgeter

this relationship is a life

line for him, helping him
and his whanau keep on
track....

|

A BLUEPRINT FOR SERVICE INNCOVATION  Produced by ThinkPlace Lid. for the Ministry of

Social Development -~ Communily lnvestment |
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? Tipene and his wife have

i attended a financial literacy
course which was offered to
employers and their partners
through the freezing works.
They also decide to optinto
the employee savings scheme
offered by the freezing works.

Area of apportunity

Through the financial
literacy programme offered
by Tipene's work he and
his wife leam important
information ahout tax,
KiwiSayer, Working for
Families, smart and bad
dehts and different forms
of insurance,

They didnt realise there
was so much to learn,
however they fesl they're
in a much better position
financially now.

Crisis strikes the family
when Tipene's wife is
diagnosed with cancer.,
As the cancer progresses,
Tipene and his wife come
under increasing emational
and financial strain.
Tipene has dropped back
to part-time work.

aspects like ch:‘ g on
supporting his chilgrat
managing the finance:

Arga of opportunity

While things are very tough
Tipene is graleful they
joined the whanau-savings
programime offered by

their iwi, When they are

told Tipene's wife's cancer
is terminal they receive
assistance as part of their
commitment and contribution
to the programme.

Whanau gather at Tipen

wife marae in preparation for *

her passing. While they tried
to prepare themselves for
her death, Tipene and his
tamariki are devastated when
she goes.

Area of opportunity

While the financial mentor
has worked with Tipene (o
build a financial plan, she
can see he needs help
dealing with his grief.

The mentor tatks to Tipene
about accessing counselling
service available al his
marae and puts him in touch
with the Cancer Society who
can provide Tipene with a
range of support.

Tipene negotiales leave
without pay with his
employer — they are
supportive of him and
grant him a year's leave
to care for his children.
He is on the Sole Parent
Benefit. Life insurance
takes care of the funeral
costs.

@ Tipene's mentor also reminds
him that he needs to get in
touch with Inland Revenue as
he could have a Working for
Families overpayment when
they work through how much
he earned the previous year.

@ They also talk about how being
i involved at the marae may
help Tipene, both emotionally
and financially.

C‘% Area of opportunity

Tipene has the confidence

to talk to IR and sort cuta

realistic repayment plan. He

also begins working in the

marae gardens and starts to

dive for kaimoana. This helps

him with his grief and the

kuia look after the tamariki to

give him some time on his own.

Tipene and his tamariki also

become involved in the Kete
programme.

Tipene takes advantage of the
money he's saved through his
employer saving scheme to
tackle some of the maintenance
on his heuse.

Tipene takes his tamariki to open
their own bank accounts. He also
makes sure they are signed up
for KiwiSaver.

Area of opportunity

Tipene's mentor says he
might be sligible for the
Healthy Homes insulation
scheme so Tipene is straight
on the phone making
enquiries. Part of his financial
plan is also focused on
teaching his tamariki about
money and savings. This is
something Tipene is very
committed Lo.

A BLUEPRINT FOR SERVICE INNOVATION  Produced by ThinkPlace Lid. for the Ministry of Social Developrment - Community Investment | 31 March 2016
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Key experience shifts for clients in surviving circumstances like Tipene

1

PROACTIVE PLANI
AND SUPPORT

Importance of having a
financial safety net in place
wherever possible

Taking advantage of saving
and insurance schemes
offered by employers or
community-based
organisations

Being proactive about
planning for the future

A BLUEPRINT FOR SERVICE INNOVATION  Produced hy ThinkPlacs Lid, for the Ministry of Social Development - Community nvestment |

HEALTHY MONEY
ATTITUDES

Building a mindset shift
towards saving being a -~
priogity

Having the ab
or cope with stadd

*B VALUE OF
} INVOLVING OTHERS

Taking a whole
whanau approach to
understanding money
and finances

Leveraging off wider
support networks

Value of sharing
knowledge and learning
with others — becoming
financial champions and
giving back to the
community

31 March 2016
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ve and moveil

away from the area

" 'Rawiri's p
] v." dohe. one i

tly owes O‘V"er :

‘Rawiri s 'spending all his time in their garage =
_“working-oh his_ cars and doesn’t seem to have .
ata ‘cost ’:hough . the enelgy to stan Iookmg for anolher job: -
outa range ofloans: .-
2. Donna is vety concemed about thé slate of
their finances: They.are still paying off their J;
" mortgage and they are now behind on allthe " -
_car repaymenls They've also had to stop- thelr’ i
: KiWnSaver conmbuttons i

: v_ Donna is feelnng very stressed and the couple
seems to be-fighting all the time. Gl

nna feels that
and the

_ Donna is at her wit's end....

A notice from the bank
arrives advising the
couple they've defaulted
on their mortgage. After
recent events in their
lives, including Réwiri
being made redundant

last straw

A BLUEBPRINT FOR SERVICE

unexpectedly, it's the &

INNOYATION

Rawiri, whose passion is
doing up old cars, is in
dental about their financial
situation so heads down

to the local car auction to
buy another car (o do up -
Rawiri’s rationale is he has
time on his hands so he
might as well be doing
something

Donna doesn't know what
to do, she's stressed out
dealing with all the financial
issues by herself and is
frustrated that Rawiri is
burying his head in the sand

Donna confides in a friend who
tells Donna about budgeting
services and says they might
be able to help her

The first budgeter Donna
i speaksto {eels they're

i naotbest placed to help,
however they refer her
to another budgeter who
specialises in mortgage
issues.

o

On the phone the
budgeter encourages
Donna to bring Rawiri with
her to their first session.

"bia Evs Ji.e

Al the first visit Donna
breaks down in tears as she
talks about what's going on
for her and Rawiri. The
budget advisor takes the
time to explain the process
in detail to Donna and
Rawiri. This session was
pretty hard for Rawiri as
well, especially seeing his
wife so upset.

Rawiri and Donna feel like
they've been given a life
line. After a few months
they've even been able to
start a savings plan — they
feel there’s light at the end
of the tunnel

A few days later Rawiri
and Donna return to their
budget advisor for their
next session. Their advisor
. has sorted out their
lmmedmte crisis by calling

“iffe'ia fiof. Imﬁwrm {hose peopie
st gl A wonld rather spebd e
af e bidgeting seivives unif

i B
{inre v worl 1
trbatile fh g big Wiy

Produced by ThinkPlace Lid. for the Ministry of Soctal Development — Communily investiment |
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Rawiri has received notice of his
redundancy. He is provided with
information to help him through
this challenging time, including
counselling sessions and financial
support services. He shows the
material to Donna, but he’s not in
the right headspace to take
advantage of what's on offer at
the moment.

Aren of opnorfupity

iplace offer him
anvd financial

appening, and inds
i, with

but i al
1ty soyy
of I il The
siart taildr

A BLUEPRINT FOR SERVICE INNOYATION

bank requireés
weeks, or they will

money will come from:

Donna and Rawiri realise they,
are in crisis and stand to lose
their family home which they've both
worked so hard for. That evening
they call the 0800 number. Donna
answers a few questions and is told
a financial mentor will contact them
the next day. They are asked to pull
together some basic information
about their financial situation.

fina Al
can start m

i

fis] ‘!in‘e‘zi!y 1

& Donna and Rawiri work through
developing their financial plan

with their mentor. The initial focus
is to sort things out with the bank
as keeping their home is the
priority. The mentor is encouraging
of Rawiri when he says he's
attending counselling. They also
talk through some immediate
income generation options — like
selling a couple of the cars Rawiri
hag been working on.

Akey la
Donna has
they've had v

e

@ Guided by their financial mentor,

Donna and Rawiri make a realistic
financial plan based on their goals,
strengths and their circumstances.

While the planincludes a budget
and a savings plan. it also includes
their ideas on how they could
increase their incomes, what might
be new employment opportunities
for Rawiri and develop new
spending habits.

QL

swinnity

Area of opy

, and whal

idenne

Produced by ThinkPlaca Lid, for the Minislry of Social Development - Communily Investment |31 March 2016

LGe e

frew employment

23

wirl as it helped

.

Once Donna and Rawiri’s financial
plan is in place and working, their
financial mentor is confident in
transitioning the couple out of the
service. The mentor links them to a
Jocal service that supports small
business owners and they start to
plan setting up their own car
mechanic business. They leverage
their good relationship with their
bank who is also suppottive of their
new venture.

frinwn, Working
through sur plan with- our
mentorn we y

i Ve
At oy

7

@
~t
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Key experi

\nce shifts for clients in struggling circumstances like Donna & Rawiri

+ Taking the time to
understand the person’s
story and circumstances
builds trust

» Recogpnition that for many
of us one major life change
could see us in struggling
circumstances ourselves

A BLUEPRINT FOR SERVICE IMHOVATION  Produced by ThinlPlaca Lid. for the Ministry of Social Developmant - Community nvestoent | 31 Merch 2016

the crisis situation.

The plan reflects the
client’s situation and
reality

Support and assistance to
understand and navigate
the financial system
themselves

REVENTION AND
FETY NE

A focus on getting a
savings plan set up for
times of crisis

Short term and long term
savings goals set

derstanding the full

" déht situation and working

out'a plan to manage the
iinmediate,debt situation

Focus on understanding
clients’ strengths and
goals

Identifying ways to reduce
debt in the long term

Identifying opportunities to
increase income

Page 78



Live in
Sunkland

et ]

: Pat want to ﬂt m V

S on' a.Work permit
olfi would love o

o They have taken out hxgh mterest loans to buy aflash
- “.car and other.items for setting up their. home tegether, - =
SA challenge for the couple has 4lso been meeting the G
inancial expectations of their: wider aiga = they-don't’
want16 let the family down;. S0 they have needed to
: borrow money to help them

Thlngs were: gomg along okay when Tae and Pat ;
“found out they were prégnant. While this wasn't:
,,planned they are both very excited about havmg a
ﬁbaby However, -after gettlng this news, Tae is made -

shock;and. glven ‘Tae has just slarled workmg in this
.. tole; she ish't eligible for paid parental leave: Surwvmg‘
onone low income is going to-be hard. Thmgs are '
pretly lough lor Tae and Pat 5 |ght how... : ;

¢ Tae and Pat have a great
experience with their
budget advisor. The budget
advisor works through

what they earn and for the
first time they're clear on
how much debt they've
acoumulated. The budgeter

Y Tae and Pat are
struggling. A friend
suggests that the
local budgeting
service might be

able to help.
P arrangements with their

various creditors.

They weren'
aware help
was available

A BLUEPRINT FOR SERVICE INNGVATION  Produced by ThinkPlace

also negotiates repayment ‘

Exciting news! Tae

and Pat find out they

are pregnant. Tae and
Pat start to pay off their
debts. They also try ’
{o stick to their budget
and what their budgeter
has taught them.

They've stopped making
the repayments on the car
their budgeter negotiated
and it's been repossessed.
They're now reliant on
public transport to get to
work, medical appointments
etc. Tae and Pat have also
gone back to using loan
top-ups from a third tier
lender to make things a

bit easer.

2

Tae and Pat have
tried to stick to their
budget but things
have been tight and
they have slipped
back into debt.

+ Adding to the tension is

Ltd. for the Ministry of Sccial Revelopment-

months so she isn't
entitled to paid paren
leave. ?

Tae & Pat have been
asked to help out their aiga
with some money. They
know Lhis is going to really
impact on their financial
siluation however there is a
lot of expectation to help
out, as from the 'outside’
Tae & Pat seem to be
pretty well off. This results
in another loan top up...

- Community vestmant | 31 March 2016

¢ Tae and Pat head back to
their budgeter. They are
disheartened as they felt
they had made progress
Aen things started to build
in. They feel like
two steps forward

with advertising af
media bombarding ;
all the time on what they

‘need’ in their lives.
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Pat arrives in New Zealand
from lhe Islands to join up
with his partner Tae.

D Afew weeks later Patis
successful in getting a job.
He's rapt that he will be
earning some money.

SF eprportundty

A BLUEPRINT FOR SERVIGE INNOVATION  Froduced by ThinkPlace Lid, for the Ministry of Social Development - Community Investment | 31 March 2016

Tae and Pat find it useful
talking to other people in their
group about the challenges of
finding money to support their
aiga. They will always find a
vay to help however they
f{ught the only option was to

Tae and Pat need to
buy a car and they talk
through their options

at their group. They
decide to purchase an
affordable car, rather
than take out a big loan
for the flash car they
really want.

Tae and Pat find out

i | they're pregnant. While
i | this wasn't planned they
i | are both very excited
about starting a family.

Not long after this Tae is laid off
from her work. This was totally
unexpected and both Tae and

Pat are shocked. It's eight months
until baby arrives and they're
already down to one income.

- while hec htmuest work ful

| ort of the peo le in lhelr group Tae &

P worklng towards bemg
extramurally




ence shifts for clients in at risk circumstances like Tae and Pat

Key expe

At a very early stage
clients receive consistent
messages about the
importance of building
good money habits

«  There is widespread
community awareness
about the need to build
financial capability and
there are supporting tools
that are easy to use

strong netwarks:
support

Build understanding ¢
wants versus needs,
learning tools and tips
from their peers

Whole whanau/aiga
approach to savings,
cultural and church
obligations

Build understanding of
debt traps and how to

look for other lower cost

financial options

Reframing debt as

Lunacceptable and
g dn_gesirable

Focus

n the importance

A BLUEPRINT FOR SERVICE INNOVATION  Produced by ThinkPlace Lid. for the Ministry of Social Development - Community vestment |

31 March 2016

Identify strengths and
opportunities

Being supported by others
to look for new income
and resource generation
opportunities

Looking to the future and
setting goals

Page 80



This includes owing $15,000 lo Work and .
"“|fgome due to benefit overpayments-and she: ..
e to hold dowri a jOb - "has.a debt with her. GP. Anxiety about this - =, =
artrier is currently in -1 accumulating debt puts:Tina off seeing her GP -+ "+

[
Lives in Solo parent
Auckland (husband in prison)

. _ prison i ‘cluate “especially when .. asregularly as she should However, she :
ﬂ Her middle child has - shéis urider a lot :f stress. Tiha is cunently e 'kHOC‘JNS she needs to go to keep up with hef
: i i dow i i medicati ; ;
&  alearning disability - : S sl ; i
l’lna has been forced t6. move house AUMeFOUS Tina can't afford a car so she and the kids walk i
times and IS chrrently of: the wallmg llst fof gocial o everywhere! With moriey being sd tight Tina o]

CRISIS LEVEL
o—o— OO0

" doesn't have the internet at home and she has ; L
. & basic cell phone which shé only uses for "
- ‘eergencies: Tinais feeling pretty stleqsed as -
7 7shé has run out of food het for children-and.it's {
debt Pt Stlll three days unul her, next benefit payment

th'rough; Ovér.the. paslfew years Tlna has
a umulated a“ ange:

FINANGIAL CAPABILITY

OO 0
Q Tina has spent her m Tina rushes down to her @ Her family is in urgent
last few dollars on local Work and Income need for food so she 4. EEGT N e e | IR ) e e s e ) R e
some medicine which office late in the day. walks to the food bank.
she needed urgently. Her case manager agrees At the food bank they make
H to an urgent hardship Tina an appointment to see e _—

& payment however this can't a budget advisor first thing Q After a long, hard day Tina is @ s Tina's son’s birthday on
She has no be paid into Tina’s account the next morning. happy to get home with the the weekend. While things
money left m\hler until the next morning. kids. She Is gutted to find a are very fOL;lgh financially
:;ﬁfzt\:‘lteagggtqs Tina takes the budqet aw: letter waiting for her fro'm a 11‘1712 :ie%e;r;stsﬁan‘t)ﬂf; o

RN M@ Her case manager says as show her case manage loan company demanding g out.
until her benefit . immediate payment as she's makes a call to the
comes through she has had several hardship ; i i shopping truck that's often

S ¢ grants she needs to go to @ Sheis frustrated when she gels fallen behind with repayments ; 4

: A y in her neighbourhood to
budgeting services and get a there as her case manager bdrely buy her son a few gifts
documented budget. The looks at the budget sheet. She is y her gits.
case manager is aware that relieved though to know her a was looking forward
Tina has no money left to payment has gone into her account. er beneflt being paid @ Wit everything going
buy food so suggests Tina on Tina is feeling
goes to the local Salvation stressed out. fed up and
Army food bank to tide her her health starts to
family over. suffer again....

A BLUEPRINT FOR SERVICE INNOVATION  Produced by ThinkPlace Lid. far the Ministry of Social Development - Community Investment | 31 March 2016 Page 39



@ Tina goes into W& for a hardship
grant. She meets a Case Manager
who looks at her file. Seeing that this
is Tina's second hardship request the
Case Manager takes the opportunity ®
to talk to Tina about how working with
a financial capability provider may
benefit her. She lets Tina know what
providers are available, and talks
through what might be a good fit for
Tina. Tina feels working one-on-one talk to W&,
with someone may help, so the case

@ Tina gets a phone call from her ) The Kaimahi works closely with @ Once Tina's heallh gels back on
Whanau Ora Kaimahi touching Tina's FM to support Tina's . track she feels empowered to
base. She lets Tina know that financial options. Tina chooses tackle some other issues. The
she's been liaising with her FM to sign up for Ethical Money Kaimahi has helped her geta
about Tina’s situation. Through Management (EMM) and the house; she meets with the
conversations they establish Tina FN requests a hold on debt school about a teacher aide for
has a debt with her GP and she interest to stop her money crisis her 8-year-old; and begins lo
hasn't been taking her medication.. worsening. The FM supports make plans for her child's

again. Tina agree

manager arranges for a financial 4
. mentor (FM) to call Tina. Qf)% R They explain that they would like to the Kaimahi as she helps Tina birthday. She remembers that
Area of opportunity ork with her to make a plan to make a case to Housing NZ for her FM said that a picnic at the
The EM establishes trust with { her, which first means a house for Tina. This is all part local park can make a child feel
Tina and uses their agency of her financial plan. special on their birthday without
C,-)% Area of opportunity connections to issue an urgent costing a lot.

recommendation to get Tina

The Case Manager can see
Tina's history in MyMSD. She
organises a hardship grant and
says:

“You could really benefit from
having an expert wark with you
to understand your money
situation. Here are the options
available in our community -
what ane do you think would
best work for you..."

Area of opportunity

A local FM contacts Tina and
arranges to meet up. Using the
‘where I'm at’ section of their
financial plan the FN quickly
builds a picture of Tina's
situation. They recognise that
things are tough with Tina's
housing situation, her 8-year-
old’s health and a pregnant
daughter. Being a single mum
she is juggling this alt herself.

further supportt. A Whanau Ora
navigator makes contact and
they discuss options.

The FM works with W&l ta
ensure that Tina is getting all
her correct entitements and
recommends a debt alleviation
period for a short time.

lru%t@d Kaimahi wi
for) Tina. There &
priorities for Tina ait:
whanau around healt!
housing. Financial adviceis
passed on ta Tina through the
trusted Kaimahi.

C)% Area of opportunity “:;2% Area of opportunity

Area of opportunity

The FM strengths-based
financial plan builds a
inlegrated picture of a person’s
financial well-being. For Tina,
this means taking positive
steps to get on top of her
health and to seek help through
the school for her B-year old.

Achieving non-financial
goals is recognised by W&l
as progress (e.9. getting
hack on medication, a debt
repayment plan, stopping
smoking, kids going to
school with lunches). Her
FM organises a morning tea
for Tina and her whénau to
celebrate her progress.

A EMM programme that
includes a no-interest hold on
her debt helps Tina to stop
worrying about money and
gives her some space to think
about other priorities. As part
of the EMM programme she
athands a fortnightly financial

*In'the hear future..;.”

~'Tina talks, to her FM about:
wanhting to volunteer: .
omewhére; so they talk about
t and Tira decidesto call -

o Sthool 10 see if they mlght
nagne to help out in
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Key experience shifts for clients in desperate circumstances like Tina

Al CRISIS
| ALLEVIATION

» Accessing ethical money
management relieves the
immediate worry of day-to-
day finances

« Has a trusted person/group
and peer-led support that
provides support and
guidance through this
challenging time

- Financial mentor works
with W&l to ensure all
possible entitlements are
being accessed

Wrap argund:suppart from
other agenties to address
immediate needs of th
client and longer term:
needs of the family (€.9.
teenage daughter gets
pregnancy support)

Financial capability
options are available to
children and whanau

IMPROVED SERVICE
? APPROACH & EXPERIENCE

s Supported offered is
whanau-oriented

+  Experiences less
compliance activity across
and between agencies

at the centre of all
conversations and is

v_}g{bsitive
partnership between .
financial metitor and W&

FOCUS ON LONGER
TERM CAPABILITY

« Increased coping skills

«  Set goals and develops a
longer-term financial plan
with financial mentor

- Discusses broader
resource generation
options with financial
mentor

+  Gets support and advice
from others involved in
financial capability group
and peer-led support

+ Has housing security
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