MINISTRY OF SOCIAL
DEVELOPMENT

TE MANATD WHAKAHIATO CRA

15 SEP 2016

On 26 May 2016 you emailed the Ministry requesting, under the Official Information
Act 1982, information relating to the Accommodation Supplement.

As you are aware, in 2005 substantial changes were made to the Accommodation
Suppiement, including increasing the number of Accommodation Supplement areas
in New Zealand from three to four, and increasing the maximum level of supplement
avaitable in some areas.

For clarity, I will address each of your questions in turn.

e Copies of any and all reviews of the accommodation supplement completed in
2005.

Please find enclosed the following six documents in response to your request for
reviews of the Accommodation Supplement completed in 2005:

1. Future directions — Working for Families impacts, dated 15 March 2004,

2. Reform of social assistance: Working for Families package - revised
recormmendations, dated 19 April 2004.

3. Cabinet Minute — Reform of Social Assistance: Working for Families Package:
Revised Recommendations, dated 26 April 2004.

4. Review of Accommodation Supplement Maxima, dated 26 November 2004.
5. Review of Accommodation Supplement Maxima, 20 January 2005.
6. Review of Accommodation Supplement Maxima, dated 3 February 2005,

You will note that a number of these documents are dated 2004, which is because
the key documents surrounding the 2005 changes were produced in both 2004 and
2005. The documents also contain information outside the scope of your request;
this information is being released to you in order to provide you with helpful context
about the Accommodation Supplement’'s place within the wider policy changes in
2005.

Some information has been withheld from these documents under section 8(2){a) of
the Official Information Act in order to protect the privacy of natural persons. The
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need to protect the privacy of these individuals outweighs any public interest in this
information.

e Any and all information which went to the executive leadership team of MSD
in 2005 regarding the accommodation supplement.

Please find enclosed two documents in response to your request for information
which went to the executive leadership team in 2005 regarding the Accommodation
Supplement:

7. Leadership Team Meeting (presentation slides), dated 22 March 2005.
8. Leadership Team Meeting (presentation slides), dated 13 December 2005.

e The titles of any other reports or reviews done into the accommodation
supplement since 2005,

Enclosed is a full list of reports on and reviews into the Accommodation Supplement
since 2005,

¢ A breakdown of the age of those receiving accommodation supplements from
2005 until now, and the amount of money paid out each vear in
accommodation supplements since 2005,

Please find enclosed two tables in response to this request. Table one shows the
number of clients in receipt of the Accommodation Supplement broken down by age
group, as at the end of 30 June 2006 to 2015. Table Two shows the total amount
spent by the Ministry on the Accommodation Supplement for the 2005/06 to
2014/15 financial years.

e Copies of any guidance or information held by the Ministry media team which
assist staff as to when requests for assistance are to be treated as Official
Information Act requests.

Each request for information whether from the media or a member of the public is
assessed on its own merits and as such the Ministry does not have a written policy of
when a request for assistance is treated as Official Informatijon Act request.

There are a number of factors to be considered before the Ministry takes the decision
to provide an Official Information Act response to a request for assistance,

Requests for copies of reports and correspondence that have not been released
before are typically provided with an Official Information Act response as these
documents require consultation with the business group to identify any information
that needs to be withheld. Requests for non-standard data also require an Official
Information Act response as detailed fact checking is required before the release of
this information,.

Other factors such as people’s privacy, the time taken to identify the information
requested, and accounting for the time taken to adhere to the ‘no surprises’ policy
the Ministry has in place with Ministers offices are also considered when responding
to a request. If the information requested has already been released, typically the
National Media Team will respond directly to the reporter.
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The Ministry is also publishing responses to requests for Official Information on the
Ministry’s website which can be accessed here: http://www.msd.govt.nz/about-msd-
and-our-work/publications-resources/official-information-responses/responses-to-
official-information-act-requests.html

Therefore your request for a copy of policy held by the Media team concerning
whether a request for assistance is treated as an Official Information Act request is
refused under section 18(e) of the Act, as this policy does not exist.

I hope vyou find this information regarding the Accommodation Supplement and
Official Information Act processes helpful. You have the right to seek an investigation
and review of my response by the Ombudsman, whose address for contact purposes
is:

The Ombudsman

Office of the Ombudsman
PO Box 10-152
WELLINGTON 6143

Yours sincerely

t

‘ .
! P! i
LTS et

o

Hayley Hamilton
General Manager, Housing
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Reports on and reviews into the Accommodation Supplement since 2005

REP/2003/03/00109 - Statistics on Pacific peoples receiving an accommodation
supplement

REP/2005/02/00110 - Briefing note on the Accommodation Supplement and the
Queenstown lake district

REP/2005/07/00506 - Review of the Accommodation Supplement Terms of Reference

REP/2006/03/00190 - Review of the Accommodation Supplement: Project Update and
Plan for Public Engagement

REP/06/12/906 - Review of the Accommodation Supplement

REP/07/01/032 - The Review of the Accommodation Supplement: Preliminary Costing
of High Priority Issues

REP/07/03/172 - The Review of the Accommodation Supplement: Confirmation of the
Work Programme

REP/07/07/567 - Stage Two review of the Accommodation Supplement: Proposed
adjustments

REP/07/08/645 - Review of the Accommodation Supplement Annctated Agenda

REP/07/10/760 - Accommodation Supplement: Recommendations Arising from the
Review '

REP/08/08/556 - Work Programme: Options to improve Hardship Assistance and the
Accommodation Supplement

REP/09/12/657 - Implications of High Court Decision - Codre Case Concerning
Accommodation Supplement

REP/11/09/464 - Boundaries for Accommodation Supplement areas

REP/12/2/077 - Cabinet paper: Canterbury Earthquakes - income and cash asset
exemptions and extension of definition of premises for Accommodation Supplement
purposes

REP/12/2/115 - Aide-memoqire: Canterbury Earthquakes: income and cash assets
exemptions and definition of premises for Accommodation Supplement purposes

REP/12/3/163 - Accommodation Supplement area boundaries and asset exemption

REP/12/3/190 - Cabinet paper: Amendment Regulations and Amendment Order in
Council - Canterbury earthquakes income and cash asset exemptions and definition of
premises for Accommodation Supplement purposes

REP/12/3/220 - Amendment Regulations and Amendment Order in Council -
Canterbury earthquakes income and cash assets exemptions and definition of premises
for Accommodation Supplement purposes

REP/12/8/795 - Aide-Memoire: Review of Accommodation Supplement and Income-
Related Rent Subsidy

REP/12/9/939 - Aide Memoire - Review of Accommodation Supplement and Income-
Related Rent Subsidy

REP/13/5/379 - Work on Accommodation Supplement

REP/13/11/946 - Accommodation Supplement Update

REP/13/12/1120 - Update on the Accommodation Supplement - options for Budget
2014

REP/14/2/063 - Accommodation Supplement - three options to relieve housing stress

REP/14/3/170 - Definition of "premises™ for Accommodation Supplement purposes -
submission to Cabinet Committee on Canterbury Earthguake Recovery

REP/14/3/182 - Aide Memoire Canterbury earthquakes: Definition of "premises” for
accommodation supplement purposes.

REP/14/6/570 - Agency Meeting: Housing Assistance Subsidies

REP/15/2/171 - Extending Access to Accommodation Supplement to market renters in
Housing New Zealand Properties
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REP/15/3/185 - HNZC properties in low demand areas: renting on the private market
with Accommodation Supplement

REP/15/4/408 - Accommodation Supplement - clarification of eligibility for students

REP/15/6/611 - Order in Council regarding the definition of ‘premises’ for
Accommodation Supplement purposes

REP/15/6/698 - Forthcoming Publication: Literature review on the impact of demand-
side housing subsidies on the housing market

REP/16/4/324 - Addressing an IT issue that affected the payment rates of
Accommodation Supplement for some clients

Expert Consultants Group Report on AS IRRS Review (no report number allocated)

Fletcher Paper (no report number allocated)
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Table One: The number of clients in receipt of the Accommodation Supplement broken down by age group, as at 30 June 2006

to 2015

16 and 65
Year under 17 18-19 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 plus Total
2005 788 1,799 9,088 28,025 29,655 32,011 30,910 ’ 27,412 19,982 14,677 13,034 12,299 | 22,932 242,612
2006 721 1,721 3,710 28,031 30,298 31,522 32,140 ’ 28,309 21,551 15,634 13,617 12,442 24,682 249,378
2007 607 1,514 7,572 26,648 29,096 29,855 31,294 27,559 21,900 15,700 13,308 12,479 25,901 243,433
2008 675 1,524 8,137 27,085 29,020 28,764 31,021 27,198 22,745 16,145 13,383 12,758 27,055 245,510
2008 734 1,940 13,498 37,538 35,232 32,922 35,102 31,304 26,823 19,406 15,616 14,386 28,887 293,388
2010 672 1,846 14,474 | 41,964 38,385 34,949 36,274 33,852 29,009 22,007 17,118 15,737 30,772 317,059
2011 472 1,305 11,770 39,901 36,744 33,748 34,108 33,366 28,632 22,632 17,789 16,339 31,745 ‘ 308,551
2012 394 1,154 10,130 37,883 35,549 33,043 32,260 32,977 28,207 23,671 18,652 16,665 33,532 304,117 :
2013 410 1,166 9,287 36,938 34,681 31,951 30,188 31,765 27,361 24,090 18,853 17,066 35,386 299,142
2014 477 1,324 8,731 | 34,691 | 33,628 | 30,000 | 28,197 | 29,939 | 26,225| 23,515| 19,132 | 17,318 | 36,932 | 290,109
2015 524 1,318 8,229 33,170 34,076 29,803 27,547 28,674 26,370 23,445 19,642 17,732 39,005 289,535
Table Two: Total amount spent by the Ministry of Social Development on the Accommodation Supplement

as at 30 June 2006 to 2015

Year $million
. 2005/06 843.2
| 2006/07 877.0
2007/08 891.1
2008/09 989.3
2009/10 1,153.5
2010/11 1,196.6
2011/12 1,194.7
2012/13 1,177.3
2013/14 1,145.8
2014/15 1,128.8
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MINISTRY OF
SOCIAL DEVELOPMENT

Te Manati Whakahiato Ora

Date: 15 March 2004 Security Level: Sensitive - Budget Secret

Report to: Minister of Finance

FUTURE DIRECTIONS - WORKING FOR FAMILIES IMPACT:

Executive Summary

Minister for Social Development and Employment

Outcomes Sought

1

4

This paper looks at the overall impacts Glf \the FJture Qmec‘tlﬁns *’Workmg for Families
package, in relation to the key outcomes sought b)y Mxmsiers and Gabmet

mm:‘cte%aareed that outcomes from

‘-.

N

e supporting labour market pamcgpatton for fafnzkesuw'ﬁ’&dependem children
e reducing child poverty .~

e ‘|mprovmg take-up of ass;stamce a mi;qro Mﬂderstand'ng of and access to family
income assnstance ﬁSDC Mm 02) 8!2_@_%%’5’58C°mber 2002 refers].

Since then the“bnefi@r th:sﬂ@ W@S Ureradened to include accommodation assistance,
childcare ass;stameand hara"sﬁﬁaﬁsmstance with the key objectives for thls work being:

e income aaaquacy e;afsurmg'that there is effective social protection

o makmg work ‘pay ,_sup’ﬁaﬁmo lgbour market pariicipation, and helpmg people to move into
and;ema A in empby@_gn -;__;‘-‘—’

® iim*,jromﬂ“g acce éﬁ‘é’ﬁ“ﬂmg“tha* assistance reaches the right people (this covers issues of

slmpi}fcatlﬁﬁﬁa‘ p, aid delivery effectiveness).

ey
St T i
e, o

e

“"f[ ¢

~— s
i

@fnc&ais WGf&aiS@‘ asked to develop limited proposals for the Invalids Benefit, for early
.mpleme ~-a’tion while further policy work continues on issues for those with sickness or

-
Py

dJs“Zimi |t\/ =

’!m{

4.-—\-../

»ﬁn:me Same t|m= it was agreed by Ministers that work on simplifying the basic categorical
“Eiénem-svstem would be part of further work, rather than being a focus for the 2004 Budget.

Whiie this paper attempts to assess the impacts against the outcomes identified above, there
are consiraints on how far tha! assessment can be faken, given the fact that there are many
unknowns. While we have out-year forecasts for economic and employment activity, thase
are bast estimates. In addition, we have imperfect information an iow-income families in New
Zealand and the cosis they face and it is not possible to be absolutely certain ancut how
individuals will change their behaviour in response to policy changes. RHowever, even within
these limits, we are abie to estimate the general direction of the impacts.
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7  The package developed represents a sizable investment in improving the effectiveness of the
social assistance system, being the largest single injection of expenditure targeted at low-
income working families since at least the mid 1880s.

Key income Effects

8 There ars income adequacy probiems within the current social assistance system,
highlighted in livings standards work carried out by the Minisiry of Social Devejcpment in

2000-2001 and in the growth in demand for hardship assistance. Th° Jncome.tssues/ aﬁef‘t
both peopie on benefit as weil as low-i income workert especxaﬂv those‘ wrth umzldrf,v Thare

g The package will deliver very significant income lmprovements wmch—wg_ﬂgaﬁdﬁe‘ss these
problems: N ,

e By 2007/08 around 61% of fammes with chiidren WI g
that approximately 43% of two parent families, aﬂd neariy **aJ soLe“parent fammes gain.
Coupie famili les, on avmrage gain sgmﬁcantym@re thamEs"oTe—paremfamliles

around 48, OOO mare than currently recewe faml y asszs;anﬂe\ ::‘

e Approximately 104,000 Accommodat’Oﬂ\Supfﬂemem zzesxﬁréhts will get an increase in
housing assistance

e Using a 80% of median househo(d mc:ome:msed p@\rerty measures by 2007/2008 there will
be a 3C% reduction in Chlld pove@ index gﬁem\"ﬁanges - using a 30% measure the
reduction will be 70% S E ST Z

= Most of the income gains occur i Apﬂ| 200K nﬁ’“prﬂ 2007

« There will be a reduo’uon m\mé neegj for §§‘ec Benefit, given the improvemenis in the
fevels of family as%rsiance/ éhlldc@;ﬂ as‘é%’fénce and accommedation supplement, as thes
package represerits.& /r:exbaf"nc;@g e‘f Social programme expenditure towards the second tier
of assistance /reducmgthe roie of"tbsrd tier assistance

« No family wlﬂ 10se a5 | res,uit ﬁ?fae* changes in the Future Directions: Working for Families

packaa 7 ==

’/ﬁfamlhe*&w?ﬁz:a}f‘ in'tow and moderately pald empioyment thereby ensuring that peop}a wilt

——

beette ‘ﬁﬁmpioyment than on benefit.

1= E;cwp{ements other initiztives including active case management, Jobs Jolt initiatives,
--1mpr*@vementa to paid parental leave, and early childnood education deveiopmeants.

hb employment effects from the package are expecied to be modest, given the priority
o )c:wan o addressing incoma adequacy objectives. The greatest emplaoyment incentive effect
T “will be with respect to sole parents, where New Zealand has a particular problem.

13 The changes will reduce benefit wage replacement rates afier Aprl 2006 (with the
introduction of the in-Wark Payment (IWP} and the changes to Family Support abatement),
thereby increasing the returns from moving from benefit o employment. Zffective Marginal
Tax Rates will be improved for families with incomes beiow 327 ,5000 per annum, but wili be
increased for families with incomes above around $34,000 {one child) or more (eg.
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$42,000 for 2 chiidren, $53,900 for 3 children). This will have a negative impact on
secondary earners (who are likely 1o be women).

14 This shouid be off-set by the childcare changes which will heip wofking women by reducing
childcare costs as a barrier 1o employment. The changes will provide an increase in
childcare assistance by an average of $23 per week to around 28,000 Tamxiles and 33,000
childran.

18 The eventual impact of ihese changes will depend very much on prévailing mcaﬂo*m ana
employment conditions over time. Most of the employmen: mcen’ilvn gam_s_u Lumcm 1;\'
April 2008, with some occurring eariier, from Ociober 2004. : '

Key Economic Impacts NN “

16 The modest employment effects of Future D;rectlonsh L\Norkmmmr?emthes may have a
small positive impact on GDP per capiia in New Zeaiah@’ Gver El ppmd\oﬁme

17 As it stands, the package accounis for 2 La;g\e\_ prop@rhon nﬁih&govammems planned
future expenditure. The spending amountsin’ the\lecomber ~~onom|c and Fiscal Update
(DEFU} are closs to the limit of what can be \cbnsxdered apprqprr‘ate from a macroeconomic
perspective. At the broadest level, tha\szze\o{ime D‘aékagéﬁ?“il imit future fiscal fiexibility
and constrain the range of future po] cy\QBi{am»s wxmwehue increases.

18 intraducing a package of the : de of Ftﬁ,&ﬁrmﬁ. is - Waorking for Families could lead
to knock-on fiscal pressure% in, thm‘xffftwe~ﬂ9§$ .have not yet been explicitly accounted
for. These include demam:is for spe“gi)_rjg‘.z; oifeT areas and pressure to extend the WP to
those withaut chtldran fmdexatlon 'éﬁaror‘@enodlc reviews of Family Income Assistance
would lead to mcre—anhg ‘Fs ; costs.n ouLyears

Key Delivery fmprovamsm‘waad'i?emfeifﬁiects

19.  The DaCKage dQes;not deatxthmssums of compiexity in basic benefit structures (this will be

' dealt with. lﬁ »sumsequgg,t W@ﬂ‘@, although the change which moves the child component cut

o)\ihc beneft rate sfrudiere will assist with future standardisation of benefits. However, it

/doe< m"}uﬁ‘e_a, nqgabe «cif delivery enhancements which will smooth the interface batween

o \ﬂs»sxsfame def‘*&ere@”\to those on benefit and assisiance delivered to those in paid
/"lf“ %mnfoymém‘ esp_er;ralty at the point of transition.

Ry ___/'“"_.\
= AT

20 S@rn of thpohcy changes will make it easier for clients to know how any empioyment
_.;——-JDEO‘I‘;S wﬂi effect their total income (e.g. aligning the AS threshold to the benefit threshoeld).
-3_;_ ﬁh&re‘ducuon in the need for Special Benefit will also reduce the numbers of peopie having
wio ‘face the complex assessment this programme requires, In addition the changas will
*&é@uca the incidence of Crown debt, especially 1o Inland Revenue.

/ /"“\

N \

I v

Y I

N S
P

Other Possible impacts

27 The paper does not attempt to estimate some of the less direct impacts from the packags.
While we have estimatec the effects on poverty, we have not attempted to estimate the
effects on the likes of family formation or ferliiity rates. Nor have we attemptec to estimais
the child deveicpment or health effecis of the package. However, note that there is some
evidence that children raised in poor familles are more likely to be poor themselves, and
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that there are strong positive outcomes for child development from participation in quality
childcare. The package both reduces poverty and increasss the affordability of formal
chitldcare.

The various Phases of the 2004 Package

22 The Future Directions - Working for Families package will be implemented over four
financial years, with the first changes occurring on 1 October 2004 with changes 1o the
Accommodation Supplement and to the Chiidcare Subsidy. The nna[ stags aﬁhe Future
Directions - Working for Families changes will be implemented on. :ﬁp'ﬂ 2u0x»wheﬁ Fumuy
Support rates are further increased. The full impacts thnrefore\aiso ‘acerue mvermls Dbnod
with the final impacts not occurring until 1 April 2007. At.4 high. ieve1 it |S':r@aswna51
characterise the main thrust of the changes by year as folmws \

TN

e October 2004 e slrengthening the returns. from~work _ihaeidfresgmg chﬂdcaro costs,
removal  of Accommadahor‘ Suppﬁ@em “abatement  for
beneficiaries) S

»  April 2005 .Q Ermiiy: 25 AS maxima,

e (Ocicber 2005

¢ April 2006

o

April 2007

23 Ministers- /agreed *hat“‘seincted\axemal exparts be asked to review the Future Directions —

Workmg for Eamilies papers pizs i order to provide an assessment of the proposals, and to
identify any’ major«&n&blema or gaps. The exient of the exercise was limited by time,
h@wever cbmme)ms Wer:a,rece:ved in the first week in March. In general the reviewers saw

(m/e pac&ag aszpﬁsnﬂva*

' 24/; “The FEVIGV\{%E‘S\YJ_EIEd that the package nneds to be conszdﬂred in the contﬂxt of broader

) -tnree main objectlves from the packagC - makmg the point that some options for
‘-».?iﬁl\dmssmg income adeguacy Iissuss can worsen work incentives, while benefit
' simplification can work against targeting to those with most need, The trade-cffs in this
S pohov area are noted in paragraph 15-17 of this report.

They noted that the package will make a contribution towards addressing child poverty. The
reviewers agresd that there would be modest empiovment effects. One reviewer poinied
out the possibility that such a package might dampen wage growth, and that peopie without
children woulc thersfore be impacied. They noted the significant impact the programme will

]
(63}
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have on government’s fiscal position, which is already factored into governments fiscal
strategy.

28 Further points, which are elaborated in part F or this paper, inciude:

¢ The impact of the shape of the family assistance on the relative value of assistance to adults
and children, with its potential implications for partnering

e The impact on the share of income that low-income families get fror‘i\thcir wage, mnamng
that wages were relatively less impaortant

S

¢ The possible price impact on chilgcare and on rental housmg:i.,
childcare and accommodation assistance respectively, and )

¢« The possible impact on fertility.

Recommendead Actions

We recommend that vou:

1

AGREE / DISAGREE

for Secretary to the Manager

Treasury Iniand Revenue
Department
Hon Dr Michael Cullen Steve Maharey
Minister of Finance Minister for Soclal Development
Minister of Revenue and Employment
Date Date
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Purpose of the Report

1 This papsr TBDOFTS on the expected impacts from the Future Directions -~ Working for
Families package. !t shows how the package contributes to addressing income aoequacy
issues and how it contributes to making work pay.

2 The paper also reports on the main issues raised through the Ouamy“
the proposals carried out by selected reviewers, external to MSD.

3 The reportis divided in to the following parts: /

« Part A: Background and Objectives oy (paoes”G 10"*&_2_} ==
« Part3: Income issues and Effects N {pagesﬂmtﬁz@i
e Part C: Employment Issues and Effects Vs . s (;:ragesZ"E:m 30)
« PartD: Economic Impacts o —=lpages 3 032)
e Part E: Ensuring that assistance reaches theﬂg‘n* people {pags es%i% to 35}
Part F: Issues raised in reviewers feadcack ) :m = Tages 36 to 40)

4  The policy uhanges wmcn a{:e:CDVSred m‘iﬁfs assessment are the To!lowmu

\\\' ‘._4\\,
——

e Childcare Ass@tanre‘ ’nanges

° Accommada‘oop SuppiémEnt | ea}aaﬂcemenxs
e Consaquent| ‘ghangesdo’ Bpec;aé Benefit

@ Othercorsequnatsaf ﬂow;an ‘changes.

Eiv T\nD pacgf\éoaw, ,‘-o:ves progressive implementation over four years, so thal various

/companehIS\rmpact at different times. The full impact of the changes will not be falt until the

M“ibirﬁ”fzizhase of the family assistance changes are introduced from 1 April 2007. The
5{__ p:rb";aosals ha\;e the costs set out in Table 1.

e '.'.l\ >

it

]«'“%fﬁ:‘?akvs have worked with Ministers In developing the opfions which form the basis of this
] ejf patfkag~ of mitiatives. Each policy proposal can be described in terms of rationale and fit

O with the overall package, but clients will experience the combined effect of the changes, so

e

itis impartant to be able assess the agarega’s impacts.
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Table 1: Summary of Fiscal Costs of the Future Directions - Working for Families Pack\age

' $ millions [ 2004/2005 | ZOQSIEDj 2006/2007 | 2007/2008 |
‘ Frogramme cosis
Family  Income | 89.75 | 474,33 749.98 | 992.23
Assistance | | ! j
Accommodation 8071 117.28 122.44 } 125.03 |
Supplemeant '
Childcare 18.76 . ‘
Assistance '
Hardship -7.05
Other fiow-ons 1.35
Invalids  Benefit 0
Changes
\ Decisions 0
. pending™ i
. Programme 163.5
. costs sub-total
! Departmental Operating Costs
. Delivery costs 48.4
gFunding already 1.56
| approved*™**
| Contingency 10.0 S 10.0
| D.0.C. sub-total 57.96 34.48
| Total 221.5 1109.8 |

= as at 12 march 2004, subject to revision. =
**Dacisions are pending on the treatment OHWP far. @BIUCELEGﬁrW Blper recipients, and for ring-fencing FS while on benefit.
*EXG Min (03)14/2, which aiso ailows for $100 BO i 2003 764‘ nd. ca% | of $1.49m in 2003/04and $1m in 2004/05.

8§ The Future Direc”uonsr W'E)"'ng fO}‘ Fammes package will be implemented over four
financial years, thhﬁhe_ti" rst cﬁamges cceurring on 1 October 2004 with changes to the
Accommodatx@n@‘upg‘emaﬂi\a{ré “the Childcare Subsidy. The final stage of the Future
Directions”» Wdrkmg fw».‘Fafm lies, cnanges will be impiementad on 1 April 2007 when Family
Support‘\rai’es aré#urcher*mcr*aased The full impacts therefore also accrue over this period,

‘m:inﬂ fna /fmpacts—mat pccumng untit 1 Aprii 2007 Al a hagh level, It is reasonabie 10

srrengthenmg the returns from work {addressing childcare costs,
removal  of Accommodation Supplement abatement for
bensficiaries)

improving income adeguacy (family assistance, AS maxima,
Special Benefit)

addressing childcare coste

strengthening the returns from work’ ~ (family assistance income
thraesholds, introducing in-work payment)

e« April 2007 = [mproving income adecguacy — (further increase o family income
assisiance).

q | ' . s - . . o - | ' o P
' Changes to the income abatemen: of family assistarce and the new in-work payment aiso have imporan! income
sffects, especiaily for iow and middie income working families.
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8 it is important to note that should the package not progress beyond any one date, the
impacts would be different. For example, if the April 2006 elements wers not introduced, the
impacts from the key siements which aim tc strengthen the returns from work would not
occur,

The Objectives Sought

10 In December 2002 the Cabinet Sacial Development Committee ‘aqr "ed/, tha
Future Directions - Working for Families work would mcmda AN b

e supporting labour market pariicipation for families with ﬁén&eﬂt ﬂhrieizen
e reducing chiid poverly A == »
« improving take-up of assistance and improving. unéerst%d@g,ﬁ @ﬂd\a’hcess to family

income assistance. [SDC Min (02} 8/2 of 11 Decnmber 7@02 rvfersj T

)

11 Since then the Minister of Finance and F;evenua and theﬂMLﬁJa(er:for Social Development
and Employment agreed to broaden the\bne‘f fOF*thrSIZWOFK“"EO include accommodation
assistance, childcare assistance and/‘r‘rardsmp asszstaﬂc& .,I\héy also confirmed that the 3
key objectives for this work wouid be o

— e, e
— e

¢ income adequacy — ensuring t tnat *?‘Sff‘;) is Effective: “'pl pratection

« making work pay — supporting. 1ab our mark’étp‘art CZJE)EUOH and helping people to move into
and remain in employmerit. . 1 & =

e improving access - ensurmg\that asSistafice ee teaches the right people (this covers issues of

simplification, take d{; end /dai'iyery’eﬁacmmss)

H

12 Earlier in the @ohcy/devmiopm&m‘mhase Ministers indicated that their pricrity for the 2004
Budget was to addﬁessﬂssuesﬁbr Jamilies with dependent children, and to make progress
on housmg aﬁ&rdabnl“ty.foﬂow ncome peopte. They also indicaied that the primary concern
was for {anmhes incthe lovy»mi{i e income range ($25,000 to $45,000) and then for famiiies
thh\cmtarenwﬁﬁ {rroome,sbei'ow this.

N Fefseholds’ incomes reﬂe t a number of factors mciudmg the former group's much greater

‘«\:\b//,.rehance on benefits ana other govemmant transiers (on average, govermnment transfers

" make up half of all sole parent families’ incomes), the smalier number of hours availabie for
paid work in a one adult household, and lower average wages received by sole parents. The
income distributions for one and twe parent families are as ioliows:

a
0"
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Total incomes by family type* \
Paercent with fotal annual : Two parent families ; Cne parent families ;
incomsa under; f | [
$20,000 | 6% 35% |
7$40,000 | 30% 86% |
| $60,000 ‘= 58% 97% |

*Source: MSD, from NZ income Survey

Trade-offs across objectives

15 It is imporiant to recognise that there are tensions across the. threm head -line ﬁbfechves of
the exercise. For example, various options available o adx:iress ircome ¢ a"ﬁesuwcouid
detract from the “making work pay” objective. Similariy }c‘hore are um|ts.to Which-income
programmes can be made simple, if their primary ob;egtwe 5 to.iarg@_\lmam need. The
package has been developed in order to balance zhesnreb;ed‘l es_.ﬁasf@ K possrble Some
of the major tensions are; g

o Level of income v returns from work: lncreasmg lncame as*sqstane&fcr iGw-income people to
address income adequacy objectives can fisk- rﬁdUcrrg ’[he:reiwns from lower paid work,
and the urgency to look for work (or took f@r mare or”ﬁgghnr paymg work)

e Targeting to couples v incentives for. cset:ond camefs?‘“’t‘éﬁgeing assistance to families on the
basis of couple incomes {whers thera is) a seupigj &zecrs greater assistance to low-incoms
families, but it implicitly makes. it more{ilff‘ctktﬁ@r’se\ﬁond income earners (usually women) to
have a strong incentive to- work {or toswark: m@re),;irhe alternative of targeting on individual
income rather than couple MFE,EQ%VE&\WOLM result in assistance going to partners
who had no income af thexr o‘f‘ n..but wﬁ””wer.a:part of a high income couple

e Assistance fo cob ﬂs ‘v \s@f"ﬁarehfs s:mnariy, determining the level of assistance on the
basis of a colple, wﬁen.ﬂsenawng&de the assistance available 1o sole parents, can attract
criticism aiaout th’e retamve/assts*aﬂcm by family type. However, if the full costs faced by sole
parents. were n@t takern %m@ a G@unt {and they received only half of the assistance available
o Coupias ' ',"-‘EWOUECL'IS}‘“ ex*penenc ng even mare poverty, Furthermore, soie parents ars
corfcentraied ombeneﬁ%‘*énd have 'lower incomes on average than families. The trade-off

f,hsma is om@f_actuaiﬁosis as against signals as to the value of being in a couple

'ia@am w—eﬁecnve ma/gma/ tax rates targﬂtmg ﬁnancsa asststance to |ow~1ncomn families

éi:b lmwe—mamms for those in work v income levels for those not in work conversaly, an

_"""emphESrs on Increasing the margins from work could imply reducing the income suppert
P 'Taye"s for people not in employment. This would run totally counter to poverly alleviation and
{: (’\ mcome adequacy objectives

o« Targeting to circumstance v a simple systam: targeting income assistancs to greatest need
fsuch as greater assisiance with higher housing or childcare cosis) or to specific
circurnstanceas (such as limiting an in~work payment o people who are off-benefit and whe
atse work a minimum amount of paid empioyment) requires more information o be colizcted
and more ruies to be deveiopad and administerad. Simpler systams are less responsive o
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need. The greater the fargeting or conditionality, the greater the complexity in the system.
The trade-off here is targating versus simplicity

« Simplification and no losers: changes to programmes involve changing what recipients
receive. Where there are net gains to recipients, it is easy to make changes which might
also bring greater simplicity. However, where changes could result in losses® o current
recipients, there is aiso the issue of protecting those recipients. Ministers made it ciear that
no current recipients are to experience a reduction in income as a result of the "hanaes
Where ensuring that there will be no iosers has involved Cira'wd-paremng, it_adds to the
complexity of the system, rather than reducing it. In some & utance::\g and-pa m‘fzﬂmcan\ba
rnlanvniy short tnrm but m other instances it nenos o) be *ongn = n@ro"edu*a!

<

16 While there are tensions across the various ODJECIIVESFthey are n@t a{way*s“m&onﬂzc ~ 50
that some options for improving income adequacy canm ra’rso anM@ve Thf%*eturns from being
in work. As far as possible, the proposals in th1s package hav'ﬁ':stsug“f‘*ucb batances.
Prlonty has baen gwen o :mprovmg the mcome }QCXS?’UON of Id“\f«@ﬂd mrdd e income families,

17 The foliowing analysis is constructed amund ’me thren Eey\ohte:ctlvns and touchsas on the
sub-cbjectives which fiow from them s ==

Context TN

18 The issues and the Dropasais nmed 5] b ,seerr*m*a S context which is broader than the design
of income aupport mrogf"ammec 'Fhey \a}so ‘need to be considered alengside other
government poi [cy dev |opme,a‘tﬂ e 2

' ¢“d“<

19 The package has \focusgtf on* ¢he nature of ’thD income transfer system ESDDCIEH)/ as it

examined, suéh as thewoét
the natm@\/

\

a!.fiiesrqn of tne basic benefit for Deop[e o[ waorking age, and
dfbaia‘nc:ﬂ ofﬁxpelctatsons and obligations attaching to those benefits.

/‘

20 The \c?“ancws buﬂd &n g_nd are conSistent with the Domestic Purposes Benefit changes
/trrtroaucecr nm2§®;o-——«“and the Jobs Jalt initiatives which focus on promoting better

empioyment outc mes The changes also need ic be sesn alongside government's

£conomio mmea ‘for example promoting growth and innovation, and improving numan

capltal d”evejgpmont

dldéare changes explicitly take into consideration the Zarly Childhood Education

_‘:{dey/ iopmenta being progressed by the Minister of Education, and support the outcomes of

mvesting in Cnild and Youth Develoament component of the Sustainable Devel opmﬂrt
p“ﬁ@mramme

¢ Losers in a stafic sense, meaning that & nersan receiving a benefit or tax credit the day before the change would have
& reduction in Ineir netinsome position the dav of the change, where no cther changes in their circumstances had taken
placs.
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Assessment of Impacts

Scenarios

22  The exact effects of the package wili depend on a family's individual circumstances. The
following scenarios iliustrate how the package would affect the incomes and work inceniives
of three made-up families of differing family type and size. The examples assume ihay live
in different towns {and therefore different AS areas), and have typxcai aucommadat on\amd
childcare costs. We have assumed wage rates of $11 and $72° Dﬂi'r\ ur‘ cstFeDresm‘vtatve
low-end wages. Most MSD clients are placed into jobs m ”{“?e $QG $12*vpef‘ “our Miage
bracketl. These scenarios will be used throughout this papef to mmcatathn vé*m;\ syef*ncts

-
SV

e - Family size and status (sole parent or coupie)

e Age and number of children Ny

« Employment status, income from ﬂmploymeﬂtén
the share of employment between the pamners)

¢ Housing costs . ,

« Use of childcare and costs of childcare\, arrd\ E ,

«  Extent of other costs that couid atir aomarczsggp assﬁf‘“’é‘r

< v o m wark eargﬁ.na $1']‘,,per houf gross

S 1 April 1 April 1 April 1 Aprii |
N 2005 2005 2008 2007 |
\ Pre-reform !

Or Benefit /', /Gam /compazed ,ta“ \same year without $34.00 £33.00 $41.00
N N’:»t w%éwmca‘n‘?‘e.. $402.53 843653 $441.31  3454.57
i Part Time w;ari\ / wam-wsompareo", to same year withou: £54.00  §66.05 $69.34 |

(15 hrs aiﬁﬁjfhr _ mtr‘a_ge&., e T
L S

—_ : Net Weelly Income $479.67 $533.67 $544.18 $557.84

Futi nme WQW wwge‘,:gam t;om.,ared o same vear without £54.00 $§121.79 £136.35
work ™ ”__ . Changes
(30 hours atELT/ﬂ") %Né Weekiy tncome 5492.89 3548.99 $584.7¢ $598.35
ﬁmcrease in return from moving into work 50 £88.75 39535

{3C hours at $T1/he)
(on DP3,; (off DFB, on FTC)
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Table 3: Scenario 2: Couple with 2 children
tarried with two children aged 16 and 4, living in Walroza paying $120pw rent
in wark, each can eam $12 per hour

1 April 1 Agril 1 April 1 Aprit
2005 20058 2006 2007
Pre.-reform

On Benefit

Gain compared to same year without
changes : $21.46 £21.04

Par: Time work
{20 hrs 21 §$12/hr)

Net Weekiy income $412.41 9434877 $438.58
Gain compared o same year withoui S =
changes

Net Weskly income

Full time low wage
WOrk
{40 hours at $12/hr)

Gain compared fo same year without
changes
Net Weekly Income

&56 aoq . TEoBd $115.94
.ﬁﬁss 46\,}597 40 $615.40

Increase in returmn from moving info work S T 877.90 £76.31
Both parents working  Gain compared to same year N Py .
(80 hours combined changss ?:_._..., w\$40 00 $94.77 $114.77

at $12/hr)

Net Weekly Income "%&’52\ 96 ;:3651 96 $718.73 $738.73

increase in return from moving. mto WDFK/ = ‘;E;A = §18.54 §73.73 875,14

1 Apni 1 Aprii 1 April 1 April |

2005 2005 2008 2007 ,

Pre-reform |

On Benefit i i
“'9nanges = $67.46 $67.04  $106.63

Netheekiy $580.41 SB57.87 3664.59 5711.19

Part Time work-._
(20 hrs at$12/hr)

ualm compa&:

§91.66 $701.15 §142.34 |
$832.65 §724.30°  §739.34 3785914 |

R~

WOQ\ e /\ \7
(40 nm:rs at_S12:m}

$83.00 $720.84 £758.84

Né«..WeeHy ncome $713.46 $805.46 $837.40 $877.40

“»-Tihcrease in return from moving into work $25.54 $53.86 $52.31 |

Both‘paremswmkm” '
(00 ,bfaurﬁ com“bmed

Galn compared to same year without

¢hanges §383.00 $132.77 EIT2.77
Net Weekly income $784.96 5877.86 $528.73 $962.7
Increase in return from moving Nto work $25.54 $68.72 86614
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Part B: income issues and Effects

Highlights

The package will deliver very significant income improvemenis:

By 2007/08 around 61% of famiies with children wil get more family asststanve meanfﬁo':fﬂaf
zpproximately 43% of twe parent familles and nearly all sole parant famﬁres uam Coumeﬁfamﬂw,
on average, gain significantly more than sole parent families .

package.

The Problem

in November 2002) shawed that in Q’DQQ fhefe:més a hlgher iikelihood of havmg rastrmod
living standards for seie garaﬂt’fafmlzeﬁz’@% fawd two parent families (19%) than for singie

people iiving a!on‘e/é‘lawo
\ —
25 For some farmhes%ne toaﬁnoqm the.y can access (including income from employment as
well as socsal a,ssns;:auce) Is t@?&aw to meet their basic everyday needs and support an
adequate’faiandard of.._hvmg\ Thrs has impacted significantiy an the incidence of child
poverty:. A/ka’y C@ﬂirlbUTlE‘lQ ‘Facror to income inadequacy is the declining real value of key

parts, of somaﬂ ass:siamce r‘*partlcu§ar family assistance. Non-indexation has led to a fall in
g reaLvaiue of*”‘asszstancc for families as costs of ilvmg have increasec.

y. ‘nd c:@t;pTés wgg’g@f children (9%).

* The Living Standards Survey focuses on the standard of living achievecd as the resull not only of current income, but
also as the result of income in the past, stability of reiztionshios and employment, savings history. ard special demands
on expenditure such as disability,
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The Impacts from the Changes

Key points

28 The various components of the package interact to give a final impact for each family. Given
the number of variables (family status, number and age of dependent children, employment
status, income from empioyment, iocation and housing costs, chiidcare costs, and any athar
special costs which might attract hardship assistance) it is difficutt to\’nprasent the /mpacr
simply. However the following points are worth noting: N

s Whils th—= package Is targated, assistance goes bevond very “OW-
assistance to middle income families as well

e Around 61% of famiiies with children wili get morﬁf‘f\amliy assusranye va.no.und 990 000
families will gain on average $566 per week (and an ‘average ot.arouﬁai&%pw for families
with annual incomas in the range $25,000 to $3:7000) fr@m the:cumuiatwmiamllv assrstance
and iWP changes rrom 2007 (Howeve aroumd] \o* farm-i'

Around 104, GOO A&rfﬁc p e

f\%os* m ﬁme mc m

Jose*af: a result of the changes in the Future Directions: Working far Families

- ﬁhased in over three years. !t also shows that white thosn on benefit get a rea! murease, tﬂe
L iargest gains go to those psople in full time employment. In addition, because Family
S Suppon remains a per child payment, larger {amilies gain reiatively more than smaller

famifies
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Table 5: indicative increase in net income by selected family types

[— % Increase in net income — between current and new policy settings |

| April 2005 April 20086 April 2006 }
Family type: ‘
Sole parent with one child aged 4, renting for 5255pw in North Auckland. Wage of $11nh ;
On benefit — ne earnings | 8.4% B3.6% 13.0%

| Working 20 hours i 11.3% 13.4% i83%

| Working 30 hours | 11.0% 18.68% o b N

r—amuy type

On benefit — no earnings 5. 2 ! 5. 2

Part fime work - 20@ 10.0% | 12.9%.
hours | o~

Full time work — 40 hours | 11.2% _\.2'@:';129[\ i
Full time work — 80 hours i o
between 2 parents |

Family type

On benefit — 0o earmngs E 20. 5%
Part time work - 20 i 24.29
hours i

=ult time work — 40 hours : 23.0
Full time work — 60 hours 5 22.6

between 2 parents

mcreases m\'pemﬁi rates ofs “Famnw Support The raie increase ocours in two stages: from
Apm« 200;},,and1 f[orc-*ﬁ\“prt [%2007. The 2005 increase means that an estimated 260,000
4,,fammf=s WIL__&QJ apin 'f”ﬁea’se in FS averaqmg $32.50 per week. Around 24 OOO fa'nmes wili

g;rosb the three years of chang by mcomD range and by {ami ly typc
. T“be E’»«shcms Re impact once the increases have bsen fully 1mpl°ment=o (tha! is, the
ln@tact\sz‘ﬁ}QOO?J’ZOOB tax year).

ma

T.be:msrease in FS rates in 2007 (after taking into account abatement and IWP changes)
——»ztakes_the number of families ganing to over 282,000, and the average gain to $65.00 per
TR wesk Thnis means that around 61% of ail families with children will be eligible for family
‘ r(nﬁomﬂ assistance, compared with just over 50% now. After full implementation in 2007,
48,000 more families will receive Family Support than wouid have been the case without the
Future Directions - Working for Families package.

32 Low-income non-beneficiaries wili gain relatively more from the FS increases than
beneficiaries, because the latier have some of the increase for the increase off-set by
having the child componens of the benefit rate removed.
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Tabie 8: 2005/06 Family income Assistance Impacts (tax year)

l Scie parenti families Coupie families . All families with dep. children
Number  Average Percent | Number  Average  Percent | Number  Average  Perceni
Net Eamily gaining”  weekly that gain | gaining™  weekly thatgain | gaining®™  weskly that gain
. lncome gain gain gain i
‘; Under $15,000 | 6,000 334,17 100% 8,00 §42.84 100% 14,00C 100%
$15- 25,000 , 134,000 $26.65 100% | 34,000 £38.23 100% | 188.000 - 100%
| 525-35000 8,000 §42.27 100% 26,000 £39.56 100% | 84,000 100%
i §35-45.000 | £,000 $35.04 100% 24,000 §41.33 ’2&009\/) " 88%
| 545.- 60,000 ! 0 ; - 14,600 329.21 000 30%
© $60- 80,000 ; o - - .
Over 580,000 : G - - - - . Y -
Total | 152,000 $27.90 97% | 110,000 £38.57 34% | 55% |

* Numbers gaining includes both curent reuplents who get an increase, as wels as new}y pilgﬂaie

Sole parent families J \Qoqplg famihes ""All families with dep. children R
Number Average Fercent ‘ t}mbﬂr - Averagei \Eerce\nfw Number  Average Percent ’
Net Family gaining® we_ekly that gain ] ajrm}\/ wgekly = ﬁqam gaining” wgekiy that gain
| Income gain .l QQIW% gam I
Under $15000 ‘k 8,000 §25.10 100% } ' OBH' >$55:§§_5_> 100% 14,000 $45.18 100%
§15-25000 134,000 $30.28 . ’“1{10% ; T34 OQIJ;:-_—;\‘W 7 100% | 168,000 $35.23 100%
$25 - 35,000 | §.000 $88.54 < < 1@0% ‘__35226:0 = '," 100% 34,000 $54.46 100% .
$35-45000 | 4,000 $72:87 00% |Z 28600 =578.1 100% | 32,000 $77.49 100% !
$45 - 60,000 2,000  $58.00 00% -, 34,000/ 02 74% | 36,000 $52.35 75%
$650 - 80,000 1 ”/ﬁ’é@ﬁ@ F0% 0 mEl  $51.00 12% . 8000  $51.00 12% |
Over $80,000 | _o\ 50100 00| < $0.00 % 0 $0.00 0%
Total ‘152 0{‘10 \Sﬁ‘ﬁZj"’ LS $63.85 42% | 288,000 $48.29 60%

\ . ( y /

Couple families | All familles with dep. chilaren .
Percent | Number  Average Fercent | Number  Average Fercent ‘
1 y that gain ’gain'mg* weekly that gain 1 gaining®  weekly that gain ‘
Cincome 7| ! gain ! gain
Under'$4 sﬁgtguﬁ" $46.57 100% 5,000 §77.12 100% \ 12,000 §61.8¢ 100%
P $47.54 100% 34 000 $78.83 100% ’ 184,000 $53.9¢ 100% |
$100.83 100% 1 24,000 $101.04 100% 1 38,000 $10C.87 100%
| $88.63 100% 26.000 §87.4C 100% 3,000 $85.¢7 100% l‘
1 ,/54—& ‘BD*OBD 2,000 $582.94 100% 38.000 $67.58 86% , 38,000 $67.70 . 88% |
B &6 130 000 0 - 0% 12,000 $57.00 19% | 12,000 357.0C 18y '
DMSO 0go 0 - % . . ‘ - .
Total 154,000 £52.87 97% ! 138,000 IBC.71 43% 1 282,000 366.03 €1%

* Numbers gaining includes both current recipients who get an incraase, as well as newly eiigibis,

33  The simpification of abatement and increase in the family income assistance (Fi4]
thresnold which will take place from 1 April 2006 will enable more families to qualify and
other working families to keep more assisiance than is currently the case. Together with the
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introduction of the In-Work Payment, the changes will further improve the income position of
low-income working famiiies, These will increase the number of famiiies gaining to over
280,000 and the average increase to around $48pw in the second year. Beneficiary famiiies
do not benefit from the abatement threshold changes unless they have other income {such
as from employment) that currently means their total income exceeds the FS abateman:
threshoid. However they do gair from the threshola changes if they move into empioyment.

34 Approximately 136,000 famiiies will receive the IWP compared to 1‘18 00D WhO hurrf:nt];
receive the Chiid Tax Credit which it will repiace in Aprii 2008, ,/ ~

The enhancements to Childcare Assistance will have an mcome efram, 40\/ reducmc than

cost of childcare fo low and middie income families. HOWevar the-main ouma@g/sought
relates to employment participation. For this reason ’me 'mDaC’t aualvsls_dof Thildzars
assistance changes is dealt with in the next saction®, . > N "

oy
n

38 The maximum rate increases to Accommodatmm Suppremem ”me !—\pril 2005 will aiso
provzde more asststance fo. aromd 104 OOO iLow &zﬂd m@derate'“mcome famiiies and
:t:{rﬁand {refer ;able 9). Tho

average mcome gain is around $20 per week wﬁw ‘h"e 1a§g ,
- an awerage of around $20 pe*

37 i
- people and about 7,700 couples without clnﬂdren ga
about $18pw and $91pw MectrvelyL %

AS recipients ‘\
lncome Range % ga'minge ‘ Average gain per week I % of expenditure _}
<$15000 0 N 16.8 : $16.34 | 1416

15,000 - $25, ooc < ,/f/ o 45400 £4.7 $18.64 1 32.56
525,000 <835, 000~ E \' 85.8 . $23.33 | 3410
t s%,ﬁocf «543600 98.2 ! $30.B5 - 9,94
( 92.7 $33.36 2w

i
38.8% $19.9 | 100%

_g&.ﬁbout 31,000 famiiies with children who will be receiving Speciat Benefit on account of
‘~,\ \ﬂﬂanClal hardship at 1 April 2005, the enhancements to family income assistance will be
. partially off-set by reductions in their Special Benefit. These famiiies will receive an average

reduction in their Spacial Benefit of $13.80 a wesk compared with the average increase far

baneficiaries from the Future Directions - Working for Famifies initiatives, of $27.57 a2 week.

“ Eor both CCA and AS changes, the actual pattern of gains will depend on respeciive childcare and housing costs, as
well as income. People airsady facing lower costs will gain less than those facing higher costs.

: Figures have been rounded 1o nearest hundred.

® porcentage of AS reciotents better off.
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Impact on standards of living anﬂ“x}overﬁ/

43

45

in no case will the amount of the reduction in Special Benefii excead the increase the
household will receive in their family income assistance from 1 April 2005, in a small
minority of cases {1,200} individual case management using discration will be reguired (o
ensure that they are not disadvantaged by the reforms. This will be managead by separately
identifying the cases involved and limiting the reduction in their Special Benefit to the
amount of increase in family income assistance

Special Benefit is a discrationary programme, governed by a Ministerial Direclion “wihich
guides decision making. The Direction will be amended o take amourft of rutune?D*rect ons
- Working for Families policy changes. Discretion wili remairna 5 part of ope;:‘aL,Sm =it
administration. e

of multiple debts o state agencies).

Once the full package is implemented (in] 26(37}’08) aromnd 5 v of the additional
expenditure will be directed to low-income v vmrklng rammes \mmﬁ‘ecawmg a benafit, with
around 40% going to beneficiary famiiigs. {m the first 3 ,yea‘r,.tm Share going fo beneficiary
families is greater because of the Famrty Support réte«mcreasas, while in the second year
the share going to working families is Lihe [ﬁﬁf@dwm of the In-Work Payment).

Income support is one/of ‘cbe r’h@st effecfw‘e‘ msimments readily available to government to
alleviate relafive poverty/arf@i to adn:ewe rm_“provements in standards of living. Given the
significant new exﬁeﬂduure thrmugh the{mure Directions - Working for Families package,
we wauid expect‘ &s;gninc;mﬂm}aact/on measured poverty.

A

The es‘umates %iow ae Lfm:iaéﬁ"%nat the actual impact will depend on factors such as how
the economy performs:ovemﬁho penod There are also limitations with the estimates based
on c:onstramts/wff_h*the Vatiousidata sources and models used to carry out the ana;ys;s

. \.‘._ /- .“—*""

,We haveascd ﬂ/sfm\ntemahmahy recognised poverty measures — 50% and 80% of medlam

ﬁou@okmﬂaumﬁhs_ed;mcome to assess the impact of the proposai on poverty leveis. The
analys s*—:squws Tbat tne changes when fully implemented will mean that 7 out of 10 children

”\lwmg'belmwihe 58% line before the raforms are lifted above it. Using the less stringent 60%
> m%ﬂ&the?eﬁé’&t is lower but still significant at just under one third. Figure 1 below shows
___thﬁ:expeotecfsn ft in the income distribution in real terms for famiiies with chiidren.

aﬁ.ti"aI the focus of Future Dirsciions - Working for Famiiies is families with cnilaren, the

P qm}pact of the package on the population as a whole is less than the impact for children,

h‘@xﬁvever, the impact on the whole population remains substantial: around 40% will be lifted

/above the lower thresnold poverty fine and 20% for the higher one (see Figure 1 balow).

47  All thase results are consistent with targeting assistance to those in need bassd on incame,

but in @ way which also allows some real assisiance to those further up the income range as
well.

" The poverty measures used nere relate to reiative poverty, in iine with the approach taken in otner DOECD countrisg,

Futurz Draesiions - W JrKING fcr Famiises imoace




Figure 1: income distribution for families with dependent children
hefore and after full impiementation in 2007 of the Family Assistance Reforms
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48 Any measure of poverty derived from oaun’cmg /the-"a'jumbﬂn @1‘ peopie below a set income
line needs 10 be augmented by anaanéﬂy@ls of how f’éz\betgw%hat line peopia are. This is

49
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Note on Figure 2: Read the scuivalised income line against the left-hanc axis. and the average gain in actuzal income against

the right-nand axis.
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50 Figure 2 shows where across tne income range (for the first year of reform} the gamns from
the package fall. The pattern of average gains in the lower income ranges is affected by the
fact that beneficiary families get a smaller net, after the effect of the benefit rate off-sat is
taken intc account. Further up the income range the gains depend on the amount of
sbatement on account of other income. The paftern across all income ranges Is aisc
influeniced by numbers of children per family. It shows a significant share of the gains go to
families below the poverty lines, but that that a share alsc goes to famlhes I the mcom@
ranges above those points. .

51 Figure 3 shows the impact of the package on the incidence of. Chricf p@verty—-cmmpared to
trends since 1988. It shows that the increases to assistance wiil h&vn A dram&t c,_e«ﬁrbc“t .ang
is anticipated io reduce child poverty 1 levels cons:derably iowsr\tnan Eevmbs ,péﬁence" in
the late 1980s. YN '

Figure 3: Headcount poverty rates for cmiﬁren across ’Etm& >
(based on HES and TAXMOD data usmgconstam vaiue‘(fhrestm]‘da}
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527 Qﬂ}% erject on p@verry rates which has noi been built into this analysis is the employment

Veﬁw‘“ﬁﬂ improve the returns for soie parents from increasing their

wmpigymem 'an
B0% level =l | F

i \ ﬁg in. Child Youth anc Devclopment work  under tne wzdbr Sustamable
Pl

—a;@eve?opment programme. The changes in this package will make a major contribution 1o
N 'h,}c;:objectave Avoiding child poverty is a major contributor to improved life and inter-

Fuwre Diractions - VWorking Tor Famiies imoacls &4




54 PartC: Employment Issues and Effects

|Highiights

|

| The Future Directions - Werking for Families package provides better income assistance for
ifamilies who are in low and moderately paid employment, thereby ensuring that peopie will be
:petter off in employment than on benefit.

i1t complements other initiatives including aclive case management ‘\'-'JoDs Jolt:-ﬂmtfatwes
limprovements io paid parental leave, and early childhood education G:vn{op“*rw*c N
{ P

ey

i

.addressmq income adeouacy objectives. Deltvary enhancnment% wmch |mprovejhe“‘“
im work support (including famlly income assistance and accommodatmnsupmem Lngu!l supoort
lemployment outcomes. The greatest incentive effect wni be”mfﬁh res_ge_;ptata ole. _parents, where,
New Zealand has a particular problem. ; g ‘

!

Effective Marginal Tax Rates will be improved fgﬁfamribs wntmuhc.@me bﬂ!ow $27,5000 per
annum, but will be increased for families with rncomges abDve‘»ammad.ﬁ%OOO (ene child) or more

(e.g. $42,000 for 2 children, $53,800 for 3 chiidrem Th;s withava”a n\egat ve impact on secondary
earnars (who are likely tc be women).

ey
\“'~\- e

—e I

This shouid be off-set by the childcare ¢ namgas w:JLFe* WO :ﬁ("ﬂg’WDmen reduce chiidcare costs as
a barrier to empioyment. They will provide.an mcreaséfi ‘nildcare Assistance by an average of
$23 per week to around 28,000 fammes and aﬁﬂ@@iﬁﬁﬂd@r

The eventual impact of thgs,
employment conditions o/vepthn‘

55 C}ﬁe Qf iho kaymobjtvchves for the Future Directions - Working for Families package is to
\SUDZ)OKT“D‘“@@L.._ tm&ve into and remain in employment by helping makes work pay.
Gurreﬂt Qr\mauy peopic work does not pay. Once work-related costs, benefit abatement
/.nartd @ &re taken into account many beneficlaries would be little or no better off from
\movmg\mm\waﬂ?& the avaliable wage rates. This problem is most acute for families with
chrtdre_n_ bIa"causc the benafit rate for those with chxldren is higher, meanmg the gap Dntweﬂr

56 ¥ W:h“ile employers can not offer different wages based on family status to enabie people o
‘v/ support their families though paid work, the government can provide support which takes

.
R}

family status info account. For exampie, the soie parent iliustrated in Tabie 2 woulc face a
replacement rate of 82% in full-time work of 30 hours & wesk — L.e., she would repiace 82%
of her net income from work with benefit income (i.e. a combination of main benefit, Family
Support anc AS). The couple with 2 children illustrated in Table 3 wouid face a simiiarly hign
replacement rate of 83% for one pariner entering full-time wark of 40 hours & week.

1

11
=
=
il
lD
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58

/fo ulal’aSSIStaﬂC“ a"E

In general terms, families with children are currently befier off staying on a benefit and
waorking a few hours within the abatement-iree zone, uniess they can move into a full-tims
job paying considerably more than the minimum wage or, in the case of couples, if botn
pariners are in work,

New Zealand aisc has a reiatively low labour force pariicination rate for women. While our
female participation rates at around 65% are above the OECD average, and have grown m
recent years, they are some 10% beiow the best per‘formmq QECD Dcons“rn

Significantly, while we have z larger scle parent popuiafion than m@;t; we as&«have tb~

towest soie paren, ems}oyment par’[IClanOI’l rate. kncr~asmq so = naxerr part—-l»spatt@n ratos

high Effective Margmai Tax Rates (ET\/TRS ﬁe‘ combinmé‘”eﬁacts of aoatement of benefits
and other assistance and income tax) \reducmc mcﬁtlvas.io*‘@eopie to increase their

.,

- (AS), abatings :gﬁr "Qﬁﬁ]yjrom benefits so peopie incur
innocent overpayments when wormng m thﬁhﬁ‘i’f & 7ONe

\»—.

\_..w

PN

P
::' \V/\'

Jlecond
rony
.
——

lncﬁec‘clve\c@ﬂab;ara‘fl beiween key delivery agencies can create time delays in paymen:
fﬁm’ttmﬁ of transier from benefit 1o wark,

th f/e is a“reasmnable return from empioymeﬁt Initiatives which Dnsura a hlgher minimum

,.,basm mcome for those out of work are likely to make iow paid work less atiractive, unless

e\angcountnrvanmg measures for iow-income workers.

6(2\-:31_m aﬁdxtton where that in-work support is available, it can raise issues of the balance

beﬁlveen employment-generated income and income from the state, the impact on wage

setting itself, and the impact of targeted in-work assistance on (EMTRS).

® OECD

{2083}, Economic Survey of New Zealanc
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increasing the labour participation by making work pay

-

63  Arscent Depariment of Labour paper® abserved that the current iabcur market environmeani
offers an opportunity to Iift labour force participation and employment tevels overall,
especially for disadvantaged groups, witn positive results for economic and social wellbeing.
The paper commented that increasing participation means moving more people into 2
position where they are availabie and can look for jobs, and that among other things {(such
as improving the availebility of suitable jobs and lifting the skills of-all} this could. m\folvc
addressing the barriers to paid work that some people .acefsuci"' &s "htigsarm) abd
improving the gains frem working and conditions of work. - .

64 The Department of Labour report noted the influence of soma. assmance poh‘ y“sé‘i“mg:f in
relation to rates, abatement, delivery and job search r&q"u;rements An mﬂ'“encmc“{abwr
participaticn. The Future Directions — Working forﬁFammes packmge.._contams policy
changes, which work on mest of these policy ievers \knth the .a'Fm\@:pm'mﬂng greater
employment participation, especially for famil res vhth\chxldren’%i ~dogSzrnot veniure into
issues related to job search reguirements. Nardzzns\ this ghase |@OK at the potential for
specific in-work assistance targeted at spﬁgﬂc groupa,,,,sucf’r‘*:‘as_so%:parems Tne 2003
OECD Economic Survey of New Zealang suogemed wnaiaeratwn might be given to such
initiatives, and cited the success of the Canad an Selfs "Sii1 imency Droject which invoived &
time limited (three years) in-work. paymem for.. S@{ex paren’ts However, the current
proposats do not stand in the way of ‘*urmer Gemei@amﬂntswﬁwng undertaken on these and
other potential levers, Sl y 7

-

65 in the current debate on the émpioyment\bﬁefﬁs frum“vanous tax and welfars propesals in
Australia, the Neloou"me Insmut =0 Ap“fedm::cmurmu and Social Ressarch has
commented that propmsals wmch ta@gﬁt;g/xpe_gdxture through the likes of g 1ax credit at low-
income househosdsNaie m@re _LKEfLy to rmprovn work incentives than either across tne board
tax reductions or. jmrms tbéff\soard changes to benefit income test regimes’. This is
because ths- Tan*ﬂe\Séive ‘he:greatest gains further up the muomg range, whﬁe there is
limited scope in‘the{atteFt
devniopng ﬁarfFuturefDlre"t@ s Workmg for Families rehes very heavty an a tax credit

A T € Emm@’ymﬂm effect of the Future Directions — Working for Famiiies package largely
ﬁﬁia‘tesvtoqmprov ng the iabour supply by making it more viable and attractive for people to

e

= Apzrtupate in the iabour force. It ooeq tms by providing Deﬁar income a551stan for fammﬂs

® Department of Labour, 5 February 2004, Report to Minister for Social Development and Emplovmen:, “Labour
Utilisation and Economic Growth”

* The in-work pavment was substantial and aimed to provide 2 significant one-off chance far sole parents t¢ make the
cnanges needed to “break cut” of the low-income and bensfit cycie. The project was a feaeral pilat programme whicr,
despite its apparent success, the provinces {which are responsible for funding on-going welfare programmaes) have baen

stow to pick up.

I Melbourne institute of Applied Economic and Social Ressarch, as quoted in "Ciosing tne bracket’ the inguirer,
February 25-28 2004
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in employment than on benefit, and by reducing effective marginal tax rates (so that people
get to keep more of each additicnal dollar they earn). The changes complement the active
case managemeant approach being faken by MSD, as well as the Jobs Jolt initiatives. They
also complement broader government policles including the paid parental ieave initiatives
and early childhood education developmenis.

67 Tne eventual impact of these changes will depend very much on prevailing economic and
empioyment condt‘uons over timc The graatest employment eﬁec*s wﬂi occur in penods of

88 The balance between income adeguacy on the one hand n‘d\maklng work p@y of the
ather, will aiways be a difficult ong, and intemational exper Ancn suggests thaf whilg there
are real gains to be had from reducing work d;smcemwas and’ Drom'@{mg wmpr@ved returns
from work, these are rarely more than marginal at/anyvone pomijme*’*\i\ievnrthe!ess the
effect over tme is real and removing bamers o nmp!oymenﬁ“ESpeckéHy for those in
otherwise low-income work is important. ) : ‘

69

\ ype f:apm:@a”h used in Austraia which
relies primarily on a smgle mst{umew /’tha “a,mﬁ}mi%Beneﬁt which mtegrates family
income assistance and in-work aupport lDiS/Gy rEacH was considared but not progressed,
mainly because removi ing’ 4ne Dx:stmg erw rkoprovision  (CTC) without introducing
assisiance directed spe\_mf*ally to l@mmmca ,e wefkers would mean a relatively higher
increase for families. ncﬁt’m “work o\{er jﬂose*m Swork, making work less atiractive. The
approach also differs- fr@m fzhe purg W‘“rkmg ’Eax Credit approach in the United Kingdom. An
important part of it)re mdﬂj_.,d‘eve’lope@ﬂre is promoting take-up of accommodation
aSStSLaﬂC":‘ and\cnm:icare asssstance ‘[o low-income people in work, so that there is greater

70 While the\O’:CD suppaﬁs‘thawdeve!opmon‘t of an in-work payment, and comments that it
neeas to be sufﬂaeﬁﬁy Fé;;ge o produce the desired effects, it is a matter for judgement as

“““ At shauld be. The IWP developed as part of this package Is

f:\SlgT]Yﬁ aﬂtngreatet thaP the CTC, especially for smaller families. However, it is not as
gﬂnémus*asktﬁ -\..uamadran payment (which was targeted to a smalier population; long-term

g are.

A ,»\,&aﬁ_gms will help make work pay for low-income families in employment: 80% of the
'—“:_\expend“wrﬂ will be directed to families in work, with 4C% going to families receiving a benefit

: eﬂ‘ectlve marginal tax rates (EMTRs) are improved for low-income working families (though
“~—these will be higher for some middle and higher income families)

« the In-Work Payment wili provide particularly strong wark incentivas for sole-parents

¢« most of the employment incentive gains will occur in Aprii 2008, with some from Ociober
2004

' O=CD, (2002). Employment Outlook
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« the childcare changes will heip working parents reduce childcare costs as a barrier w©
employment.

72 Using the scenarios in Tables 2 fo 4, an analysis of the employmant effects iz shown in
Table 10, by examining the replacement rates. Replacements rates look at the benefit wage
relafivity, i.e. the income on benefit as a share of income from full time employment. The
ciosnr the two, tho lesser the return from being in full-time pald emp oymem Tn= \rcai

=
.::i*

73 Tabie 10 shows that current replacement rates for the scer‘ams chasen ares a’&abmze 80
The changss in replacement rates reduce slightly in 2005 \mth ‘thé dlﬁernnt@hr@t ases in
family assistance (where some of the benefit rate is “rmoved” mto FS‘-:resultmg ind lesser
net increase — but still a real increase — for those on benent‘,fi{he blguesL gains in

74 The table also shows that the 1mprovamenis\arf° lowe’ fﬁ*.""*ithé\la‘_r;ger family type. This in part
refiects the addition of the per child supptemf‘nt IWR for*iam’emmlhns which is designed to
avoid losers from replacing the CTW th the iwmmmmo recognise greater cosis face
by iarger Tamilies. ~ T

Table 10: !ndtcatwefreplaceme’nﬁa”tes by selected family types

( Rep!ac)ememrates faced urtdem:urrent and new policy settings

(;urrem~ , April 2008 April 2006 }

Family type: ‘?\ S~ =N \\
Sale parent with” om—; éhx{d aged“é' renfmg for $255pw in North Auckland. Wage of $71ph :
Working 30 hours ~ 4 7 = 8fF 7o | 79.8% | 75.5% | 75.9% |
Family type:. L e R

¢ Couple with ,2 chﬂaren,;égedﬁ*and 78, rentmg for $120pw in Wairoa. Wage of ¥12ph

L Full t;memo‘ o 404 78.6% 73.5% 75.4%
hotirs ™

Farmﬁy {ype
Couphe wzth 4“”

I%n auecr 3,5, 8 and 12, renfing for $350pw in Manukau. Wage of $72ph

= 82.8% 81.6% 78.4% | 81.1%

?5/ Ano*her way of looking at the rewards from employment is to consider the share of extra
income that famiiles gain from work., Looking at the average tax rates {as aopbosesc (@
EMTRs) across a range of income (to take account of the benefits of working fuli time or not
at all) shows that families get a significantly beiter share of their income from employment
under the new arrangements, when comparad with current policy. For example, 2 sole
parent working full fime currently as in Scenario 1, gets 1o keep just under 30% of the net
income now, compared with being able to keep around 45% in 2007. For the coupte in
Scanaric 2, the situation |mprove° from around 17% to over 30%, while In Scenaric 3, the
improvemen is from 25% tc 29%.
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78 Even so, the average tax rates remain reiatively high. This is a function of receiving
assistance that protects the net incame position. Low average tax rates could be achievad
by either providing no income assistance or by providing universal income assistancs — the
former has major adequacy ramifications, the latier, large cosis and work incentive
implications. Neither of these are acceptable alternatives.

Further Employment Impact Detzils

Family Income Assistance and In-Work Payment

,/\ ~
77 The Family Income Assistance changes contain several A;emnn“@whtch d:r
WOrK pay: . O

¢« The In-Work Payment strongly impacts on rﬂp%acmmem ratte&bﬁmc_on!y availabie to
families in work and not on benefii. The rate of th Davmem is a$1gmrrcant crease ovar the
current mechanism which helps with m-workﬂx;}eises — the! ude Iak‘.()redjt The IWP alsc
provides a strong signal that supports iab@ur marke{ parttem’émnw- ’

¢ The increase 1o the Family Tax Cred‘f \wm - tog@ﬁ—"\mth: S and IWP - ensure that
people moving from benefit into iow. pal d emptoym&nt of-*:‘air Tesst 30 hours (for couples) or 20
hours (for sole parents) will be better,of* by ,d@fng»«s iean-they would be by remaining on
benefit. The increase in FIC rate. ulfis s r@le\mmere families have net income up to
$17,148 in April 2006 and. $/1~¥ 490 net pef’ianﬁﬁm Righ /i%brll 2007 (increases of $2.069pa and
$341pa). The downside- 0 Fthe FTC is2tFER It Tesuttsn an EMTR of 100% across that range.,
However, this impactis mmlrmsed g&eﬂ:mELMTn[mum wage (which — using the April 2004
rate — at $9 per hour andjor 30 hours Mﬂek for a couple prowdes an income of $14,040
gross or $11,493 helper anzfim'®),-
families (as. agaleTMGO cmfrc-m;jy

e Transfemprg the Chlld comp@. en’t of fhe henefit rate out of the benefit system into the Family
Support system enablesutrre rate of increase to Family Support to be higher for families in
work\ Lhereby rnofcmg n@rap!acemem rate for beneficiaries with children. It will therefore
tiveness of employment

s mci'easmgihd rrl\,omﬁ ofie inresholds for FIA mean that low-income working pecpie will have
) qreaten faraﬁ"lv asszstarrco to nelp with fiving costs, so that work is more viable. The change

Ny W!H alssm "‘B:Laic:a Aheir effective marginal tax rates (EMTRs) so that they are able to keep
feacFextra doliar of incame they receive.

Z‘B/ é’szm@ted’”above the changes to the abatement regime for FIA will [ift the income threshold

Mfram.,?u,?o 356 to $27.500pa, at which stage recipient famiiies will face a 30% abatement until

{ {' Eﬁ’tlt lement (for the combined amount of FS, IWP and parental tax credit (PTC)) is ully

v_/abatad out. While these changes reduce EMTRs for those on incomes below $27.500 per
7 annum, they alsc push them up for people on incomes between the current FiA cut-out
points and the posi-reform cui-out points. The range over which thare are highar EMTRs is

also driven by the increased value of assistance itseif, as the cut-out point is & function of

® Couples gualify for FTC i they work for 30 hours per week {and are not on benefit). The income range atiracting 100%
EMTRs is greater for sole parents however, because they can receive FTC if they have 20 hours employment {and are

not an benefitl,
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ihe rate by the abatement rules. Tabie

will ba increased EMTRs.

Table 11: Comparison of income ranges attracting FiA abatement™

11 below shows the income rangas over which thers

income ranges facing 30% FlA abatement

e

! $oa

Under current poilicy

| Under new policy

. }nr‘ome

range: ,f\:a..:ng

~

i One child family

327,481 - 33.953

{at full implementation) ..
| $27,500 - 52,113 '

,/

V‘uqhér abaterﬁ‘eﬂf‘

- Two child family

| 327,481 - 42,09¢

| 327,500 - 61,992

542 098 6

o

| Three child family

| $27.481 - 53.888

$27,500 - 75,513

$53,886 i“;?a,sw_ =

| Four child family

© 327,481 - 62,033

$27.500 - 67,993

56@;3“30 87.99'* =

- ‘;‘ -oa-.\‘\

79 1t is estimated that there are around 48,000 fammes Who wﬂ Taceﬂﬁgher\EMTRs by virtue of
now being eligible for FIA. For these people; the currant ,re*cum‘;rtmrh an- extra doliar of
employment income after tax will be raducedm an extra 30 ;:ents ﬁzs:desrrable to nmzt how

participation. The effect of tnﬂ hrgher Em a o rasitp ba set_galnst the fact {hat they will
be better off incoms-wise by the vatub of ’rﬂﬂ FIAihey mhrecewa

aimed at improving housing

¢ The introduction aﬂaﬁ mcome abatement’”rree zone for the Accommodation Supplement,

w— T

wh;ch 15 alignedjt&mn/bﬂnmf frﬁy\vmne will make pari-time empioyment more atiractive for

e Currently L‘.\s}poss;b% fot:.?a person to face a reduced AS rate when they move from being a
beneﬁc:ary/\‘to bamg a..n@ﬂ‘:beﬂeﬂuary, whsch is dlsnropomonate to their [rﬂrnase n

b}szd

\

The CCA proposais will make a significant contribution to reducing the employment- raia‘fed
costs of low and middie income families anc are tailored primarily to supporting young
families who are using chiidcare. The enhancements to Childcare Assistance wil assist

™ Thess are indicative, as the actual income range attracting 30
of children. Under the examples nere: 1 chitd family has & under 16 rate;
famity has 1 16-18, 1 13 - 1&, *© under 73, 4 child family same a5 3
CTC or WP,

% ~l& abatemant wiil depend on 2ge as well as number
1 under 13; 3 chile
All fake

-~

Z child family nas 1 underig,
chiid farnily but with 2 under 13 years.
agcount of F& and
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around 28,000 farnilies and 33,000 children, whc will ga in on average around $23pw. The
largest gains will go to people with income in the 335,000 fo $45,000 range, who uss
childcare services while working:

¢ The increased rates for the childcare and out-of-school care (OSCAR) subsidy will reduce
the cost to low and middie-income parents using formal childcare services, thereby reducing
a major employment related cost .

e Aligning the subsidy rates for OSCAR sarvices with pre-school ohlic;care will § mpfsva the
affordability of OSCAR services for iow and middie-inceme ram@eg Wlfh _c’h:ldrnn agod
between £ and 13 years. This will .ac:l:tate poth part-time andAfuTzv-tme 2Mp ovma[jr‘“v”

e Theincrease in threshoids will ensure that more fammes are. eiLgsble fo;hC:uAtCurrentiy the

cut-out point for assistance constrains the assist amce mainly Jmsmtilb“parmnts While

improving employment cutcomes for this group is crucLal addressmg\c"rﬂﬁgare costs for iow
and middie-income couple families is also 1mpoﬁcant The 1ncrea‘3§d thrésholds will heip
improve the affordability of childcare far secord eamers .n thesé

82 Around 80% of sole parent families and. /30% 0; oouple,..famfiias‘ Buid qualify under current
policy setlings for a childcare smsrdv \'Fhe\mcrease‘s::ta W; m@o"ne threaho[ds will increase
this to over 80%

83 The impact of the childcare chariges.eﬁf-;_enﬁ“ﬁ@yment may ba constrained by the supply of
childcare places. V‘Je/ n@w\from Oﬂ—@@]ﬂg»—Wﬂﬂ\ on childcare, that some parents have
difficulty in accessing, “thv-\ thduare aeﬂﬂ\/&é 'Xhey want. Some resort to arranging childcare
in other locations /tharrzhey wiBTId < p{erersmﬁmh can extend travel time). Others choose to
use less chlidcare %Pran thay—pﬁefor\ some find other solutions (such as informat care) while
other find this \aﬂﬁsurmauntahtezbarrler An increase in the value of the childcare subsidy
is likely t@/see scamo_s‘appg( saonse but this is likely to be gradual. It is likely that there
may atso \bc/same substrﬁ'l 1.,05 fo formal childcare from infarmal childcare, reducing the

emp{ovmem gan:zs some 4at 5t | increasing the childcare participation rate.
A

84 /Thﬂ”amal Jmpact“
’ :\ Chﬁzﬁh@od Cduc*

-voawmpatxo‘ﬁ ratﬂs or women Wi‘m youno chzfdren The changes to CCA wili play an lmporzant
'”Le\i“*' HAC

/

T"he comﬁmed effect

8 h aggregate the Future Directions — Working for Families package will have the following
employment effacts;

« it will make it easier for people to move from benefit into empioyment because they will have
greater continuity of family assistance, childcare assistance and housing assistance. This
continuity of assistance will result from both poiicy changes and delivery enhancements




« it will reduce the risk of low-incoms families leaving employment because their employment
income is insufficient to cover basic needs including work refated costs. It will make it mors
atiractive for norn-beneficiary families with iow employment income to increase their
employment income because they will have lower effective marginal tax rates.

87 While the IWP and FTC changes are directad at supporting families in full-time empiovmvnt
some of the changes also support pari-time empleyment. The AS abatement free ‘zone
change primarily supports part-ime employment, whiie the chndk,are o anges amf} the \FQ
rates changes support poth fuli-time and part-time employment. -

88 Deiivery enhancements will also ensure that peq,pié/‘\\"in ﬂu;:tudtm;g w:ﬁmoymem
arrangements are betler supported. As such they will '\help ;r=opie in & _'aaemaLwory
Currently people who move betwsen work and beneﬁ‘r\have d{‘fcumestgettmg theiF correct
family assistance when they need it, often ending up with debts. ﬂ"ﬁea&!'s"o Have difficulty
getting childcare and accommoadation assistance wher they negd=it. The«“goimy ‘and delivery
improvements in the package go a long way to\addr’essmg thes“e\ls:, es. =

Labour Market Afmpacr‘s

P N

—

88 The package offers a moderate Impr@vament in ﬂnaqcaa}workﬂnfentlves Tor families with
chitldren. As z result of the refgrms there may.ﬁ ?a«smalf increase in labour marke!
Dartmpat'on, amongst both benefc@rfﬂs anh. h@aﬁﬁé‘msanes who decide to enter the
labour force™ Depending”aon. the sktlls«fm; these-:ﬁew entrants and general economic
conditions this may tead‘toa smalt mcr%é“égwemploymem Neediess to say, the package
has been developed against the bam”g”?ﬁ’{md @Lstrang economic growth. In the event of an
ecanomic downturn, employers are;&leas’ﬂrketwto absorb any increase in iabour supply

generated as a resaihafimprovaﬁ wopk m‘enfves

R

80

incenfive;e f""A re/wew oﬁzﬁ?e hferafuze indicates that, on the whole, fmancxa[ incentives to
work n*\ay/ieaq to some mcrease i labour force participation amongst sole parents and

| HDWDVEI’ the order of magmtude of th=sa increasss is, at
¢ of sole paren.s

o the I'L, financlal incentives implied by the Work ng Fam[Jv Tax Credit.
gaged m work are not genera[lv responsxve to financial work incentives
- reduce the work effort of second
\%meome households These ﬂndlngs are confirmed by preliminary micro-
apphed to the labour markst in NZ.

T

vskAr\/éy%eas,"nent of the aggregate labour market effects of the family income assistance component of the packags was
uriterdken by the Melbourne Institute of Applied Economic and Social Researcr, which concluded that the package will
provide a positive impact on the participation raie for sole parents, and that sole parents already in work are iikely to
increase the numbesr of hours they work, The assessment for couple families is more ambiguous. As the package
increases income for any given number of hours worked many iow and middie income couples will choose to take the
income gain {in the sams way that most accept the income gains from a wage increase). But it is possibie that some
parents in couple families might cnoose io reduce their nours of work, substituting FIA income for marke: income.
However, many low-income sarners are likebly te prefer the extra income ratner than reduced work hours. The Melbaurns
instituie's assessment did not take account ¢of the additional chiidcare support. which will be significant in helping second
earners.
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The Future Directions - Working for Families initiatives will improve financial work incantives
for the vast majority of sole parents and jobless households with dependent cnildren. For
second samers in low-income households, the combination of increased chiideare
assistance and the increzse in the income threshold before FlA starts to abate will improve
work incentives. Potential second earners in middle-income families will have the positive
impact of increases in chilacare assistance ameliorated by abatemeant of increased Fl4
extending further along the family income distribution. Some of the increase in par’tlcmctlor
will be a measursment effect as paid formal childcare s :aU[ZStIT.'UtD fo. mfarma

arrangements.

On batance, we expectthe increase in labour market pamcma’uon‘ as awc\fweﬁ‘ﬁesuﬂ of
Future Directions - Working for Families reform to be modos{ Should there*:»e Erinciease

in labour supply anv downward pressure on wagﬁs \iou d reduce the‘;rnturns to work for

provisions.

-

Depending on ihe flow-ihrough of any new paFtsmpa;Tts mto{ sm_RiQy_ﬁjam Future Directions -
Working for Famliies may impact upon ’the unemoiownant\rain and/or average iabour
productivity. The unemployment rate \mﬁ mnrmase if a@ r‘se»l n.fabour force participation is
not matched by a proportional increass ase in” ompFoyme‘m Firthermore, those entering
employment will not have had worqurce aitachrmen’r uﬁmedtatfﬂ? prior and are more likely to
be relalively unskilled. Conseauentt\ .thﬂ:l ﬁﬂﬁ%{?ﬁ@émpioyment may reduce average
fabour productivity in the short term.” Ihts*eﬁeutw)ll be exacerbated to the extent that
increases in empaoyment arm not mat ed,.by ‘a=commensurate increase in capital
investment. Overall the. ‘aCKaﬂe is likeiFe | @rsen»tﬁ‘ﬂ capital/labour ratic. Taking a dynamic
perspective, it could de” asserted:ﬂ:thaj%dd'eased workforce attachment amongst the
population will lead™to huma‘n cap&téihfemﬁahen that boosts productivity in the longer term.
On the flipside thercf:s also an argume ni=that the abatement of in-wark assistance may

creato an mcermvn“for rucmlems to remain in relatively low-paying jobs to retain their

=uturz Direztions - ””“'.Lﬁr', for:




Part b Economic Impacts

Highiights

=

The modest empmyrrnnt effects of Future Directions — Working for Famme; may havm a smdll !
nositive impact on GDP per caplia in New Zsaland over a period of tlme . P

As it stands, the package accounis for a large proportion of the gtavemmﬂn pann@,:uture
expenditure, The spending amounis in the December conomh, aﬂd ‘Fiscal Updéte IB:EFU are
ciose to the limit of what can be cons;dered aparopnatﬂ from a maCTGeCOHOmE&’E«EE'QDB’“tIVF“” At the

introducing a package of the scale of Future D[rectxans =W
on fisca!l pressures in the future that have not ye’“bae \expticﬁiy 'ac*otm‘ted for. These include -
demands for spending in other areas and pressure Sy extend"t«he.iwp% those without chiicren.
Indexation and/or periodic reviews of Famly}n&ome ASSISLWW@L{M lead to increasing fiscal
costs in out-years. g ; S

84 Shoulid the boost in fwanaaassrstajqe fo,wemkmg famiiies result in an increase in labour
market participation-and employmem:»xs”" AWaLl id have & small positive impact on GDP per
capita in New Zeetam“mvﬂr a.,,;annod tﬁ‘*frmf=~ More generally, Future Directions - Working
for Families is-an mwagtmegtgmfamhes with chiidren. Combined with government initiatives
in other areas\ g 0 bs \\\J‘é}t,) Growth and Innovation Framework, infrasiructure

mvnstman,t atﬂ) qtis h ped ﬁat tﬁ‘s reform will lead to the susiained werkiorce attachment

of more\New 7t=za|an 5 aad-e conom!c growth into the fuiure.

R

Ezr Directions - Working for Families accounts for & large proporiior of the
“ plaﬂned future expenditure. The spending amounts in the December
Ecoﬁ@mr@ a@ﬁflscai Update (DEFU} were consistent with the Government’s shori-term

_fis Eal lﬂteﬁ’tzons signalied in the 2003 Fiscal Strategy Report (i.e., altering the operating
= Balance giid debt tracks by under %% of GDP in esach of the 2004, 2005 and 2008

L
—

= ,B“ﬁgﬂts) The spending amounts were also close to the iimit of what can be considered

e
// vocia et

\—:z.agpmpr;ato from a macroeconomic perspective — in terms of putling pressure on the
V,,.l/,egonomy and consequently on monetary policy and the exchange rate. Since tnat
~—" assessment, the exchange rate nas continued to appreciale, and the pressuras on the
export sector have cantinued 1o increase.

' =uiure Diractions - Workirg fo- Famiiies imoacs




Fiscal risks VNS A

88 Introducing a package of the scale of Future Dirnctfcm;,\ Worklng ﬂ%}}.\amlmg could lead
to knock-on fiscal pressures in the future that nave not/yetfoeanﬁxphcrﬁv‘ac*onnted for. At
the broadest inve! the 512ﬂ of thﬁ package w:li hmmutmre TISCéTﬂ.,XIb\IEI’Ey‘aDd constrain the

Future Direclions - Working for Fammes\ packace W‘ﬁwexfend soc&al assistance to a
szgnﬁcantiy larger proporuon of NZ Tammes - bj QGOMS jﬂ,{a‘ of farnl Ds with dependem
?@

g'uiar}y adjLSti"lH

100 Demands for spendmg /m cher areas: _Ihaﬁg—billxon addition fo social assistance may
give rise o damands fFOFU othef sedfa@F ficreased government funding.

101 Pressure. /m extend _'the tWP “’m those without children: Shoule the package, in
comb[nailon Wpth otner g@vemmen\ initiatives, be effective al increasing labour supply,
there may 1 be/some::dowﬁward_pressure on wages. This wouid dampen the returns from
Won%\fon p,éonlem»hobt@htidrer As was the case w1th the Working Family Tax Credt in the

. rutre Sirectiens - Working for Familiss




Part E: Ensuring that assistance reaches the right people

Highlights _ |
{

lTne packags does not dsal with issues of complexity in basic benefit structures (this will be dealt
with in subsequent work), although the rate structure changes will assist m@raoevelopmerﬁn )

Some of the policy changes will make it easier for clients to/ }{ﬁow now anv
afiect their total income (e.g. aligning the AS threshaold to”thm Denmff thf_e@m

The Problem

P

102 Many peopie who are in Low income worﬁi:are"n@ivaccecs ing all of the social assistance to
which they are entitied, pamm farly imswork azs'stance Low take-up of in-work assistance
contributes to haroship anc Teal rdp__e};cervei" disincentives to take up employment,
particutarly low paﬁ shor% term. or,;asna‘i“employmont This is partly due to the compiexity
of the system énd/dfrculuey \mth “actessSing assistance. For example, under dejivery
arrangemeﬂts fammes are reqmrea \t@ reapply for family income assistance each time they
take up emp oymeﬂf or re:tum ’t@‘azbﬁneﬁt

s - A ™
R \ ,_ - =

103 Our somaﬂ;sé%tancn sy,s*em ~a complex one, which has become more compiicated over
’fhe years,. @ne @f“fh“e ,obfed:x/ﬂs of changes in this area is to improve delivery so that it
/,be’ttemsmpports ’maach{wement of secial assistance outcomes. Improving the ability to get
the r;gh\t supgmr‘m peome at the right ttme also brings the potential to redirect affort within
“; 1he Svstem—f W rgs"”pmwdmg more active employment assistance (as opposed io benefit

/ =
The;-impacttﬁft 5 Changes

= o
J@fi,_w \he*pabkaqm includes a number of delivery enhancements which will smooth the mtarface
atwepn assistance delivered o those on benefit and assistance delivered to those in pa

\ \_v _&fployment, especially at tne point of transition.

105 Improving the vaiue of the three main second fler income support provisions: Family
Suppori, Accommadation Supptement and the Childcare Assistance will all reducs the cail
on third ftier assistance, especially Special Benefit. Third tler assistance by Hs nature
requires applicants to provide more information and greater details about tneir iiving
circumstances and living costs, and can therefore be seen to be more invasive to privacy.

=uture Cirechions - Working fo- Families Imoa




Delivery /mprovemenfs

/\_/ /

w\for Families delivery enhancements for Family Support
have alread been aqrree“d ¥ j‘Qé’benet in order to reouce the nsk of overpaymoms \and

111« \@ihux/\dﬂnvery enhancements are being deveioped to improve the accessibility to AS and
A-.CC#{/ espec ﬂy *fczar neh-beneficiaries, so that they can indeed make work pay. These

faczl{fahn&aﬁphhatlons from target groups efigibie buf not accessing support, through the
lkes_éf ofEling application and the introduction of an out-bound cali centre {which would
m‘;‘"mtacg_pe@pie exiting the benefit system to see if they gualified for assistance as low-
“JhEsme smployees)
gntrahsmg processing of ceriain programmes in order to spead up response times as wel
./ asgdccuracy and consisiency ,
e mtroducmq a childcare broker role, 1o assist low-income families to access the childcare and

CCA they neec in order to stay in employment

'® The changes agreed includs improving the exchanges of information between [RD and MSD. This wili invoive iRD pro-
actively commencing the appiication process jor FIA wnen a person moves from benefit o empioyment, introducing
weegkiy payments from IRD, removing the current problems faced by pecple moving from weekly benefit to two-weekly
IRD pay cycles when they move off benefit; and JRD actively manitoring ciaimants’ chanaging circumstances and income,
and pro-actively contacting them in order 1o reassess their enfitiement, so a5 to avoic under or aver payments,

Future Direstions - ¥ Vorking 107 amilles impacts




« establishing dedicated resaurces within MSD to provide services to low-incame working
families.
Reducing Debts
112 Afurther outcome worth noting is that several aspects of the Future Directions - Working for
Families package will reduce the risk of tax and benefit debts. Within the FS system
changes which will reduce debt to the Crown are:
e 1the FS threshold increase, by reducing the number of 1ow—incomﬁéjrecipiems Afa‘éiﬁg:"‘E\S
abatemem . : £

the enhanced FS delivery.

@&

Within the benefit system, removing the coniusion-over ‘&Howablewarmms ruJeC by
introducing the AS abatement free zone, will reduce f(ﬁe chancesss /_ a:persdmn"urrmg an
unexpected debt on account of income they eavr‘ w&thm “the ﬁ‘ﬁb\beneﬂt abatement free
zone.

[N
-
(e8]

114 The net impact of {hese delivery lmprovemeﬁtc wi &‘be th.éfﬁl?ls g’as]ér for low-income paople
to access income assistance that makgs ’th dﬂ‘ferencem tween “Whether a low-income job
|s sustamabio or not. The end resu it ait[a iakﬂ-upzof\ass;s\tamcc to non- benefzcjarv low-

" Currentiy people moving from work to benefit can nave previous higher earnings (in the same t@ax vear) reduce tne FS
they get whiie they are on benefit. The I1ssue arises because the tax system uses annual income while the bensfit sysiem
uses current incoms 1o dewermine entitterment. As wali as raising income adeguacy issues, current policy can resuit in
cverpayments. There is also an issue for people moving from benefil to work.

| Futore Directions - Worxing for Familiez imoest




Fari F: issues raised in the Review feedback

116 With Ministers’ approval, the proposals wnich form the Future Directions - Working for
Families package were proviced on a confidential basis to 2z small number of people
external to the policy development, in order tc cet their assessment of how Wof"thc
proposals meet the original objectives. The review group mciuded Ihe Strategic’ SuCia|
Policy Reference Group, whose main ﬂo'nmpmts re‘ated He) th?ﬁ ‘ﬂ JQ to m_de,x/ farmiv

summarised in this section.

Vel

117 The reviewers observed that there are clear frade-offs betweﬂn\the mais. cbﬁég’cxveb sought
from this package, and most of those trade-offs are sa;ﬁnnarlsed m‘,pat‘a_\@ga'&bs’io 17 earlier
in the paper. In genera! the reviewers observed thaf the packamchan?s wouid make a
significant impact on income distributions, comg ‘2’ iang way‘toward:.\ meetmo the income
adequacy objectives of government. The y suggasteﬁ‘ Ihat th-\ ,aqka’ge wouio have a more

Objectives sought fmmpackage-m =
\
120 Context, The rewewers:nsted tﬁaﬁhnse changes need tc be seen in the broader contexi of

F]

governmeﬂ’t , socna[ and::ecbnomuc poht:[es mcludmg growth and mnovatlon early

Téﬂs@ns:across‘;@bjac:‘uves there s potent:a[ iension thhm thc obJectrves being sought,
’ which will reqt

122 The. 3 ensxﬁmsaagid balance across the various objectives are identified in paragraphs 15-17.
Sﬁm iens;fms are inherent in this policy area, and Ministers provided guidance on the

ey

"] ajance aud priarity across these objectlves as the package was being developad.

L TR T
Socidl Considerations
123 Target group: given that the package extends considerable assistance wall up ihe income
g p 2 ¢ |
range, it needs @ be seen and assessed as a package for families, rather than z package
primarily for vulnerabie families. At the same time, tne high incidence of child poverty was
noted,

124 Th package wil: allow significant real progress 1o be made in addressing child noverty (see
55e8 smnnt of paverty section above — paragraphs 43-53).

m
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At the same time it consciously also assists families further up the income range. Among the
CECD New Zealand is cne of the few countries which, 1o date, nas targeted its family
assistance as tightly, giving priority to vertical equity (the needs of the poor) as against
horizontal equity (the fact that all famiiies with children face costs that thase without children
dao nat face).

Sole parent/couple relativities: The package Is iess favourable to couples on benefi:
relative to sole parents. The marginal additional assistance available’ fo; a couple ori. benen
over a single person is relatively small, and one could argue _‘th‘at vli/may leadsio’] ,arnues

splitting up in order to gain eligibility as singie parents,

!!it

]t,‘

The issue of the margin of assistance available to low- comb\}amlilns Tar.«arf{:addmonal
family member (whether an aduit or a child) is prob!emat’lc Jitis s importagt to Tecogmse that
there are additional costs to a househoid lr’espechvenaf’ hether thE sddifion alh alfperson is an
adult or a child, where the family unit changes- ﬁom berng am&.i\ Eﬁm‘"‘ to being “two-
persor International and New Zealand studies @f nqu valenf‘nc@m\es o different famiiy

sizes have not resolved this. The issue is n@i ne\w /io our. s@c}ai aecglty system, nor is it
exclusive to New Zeaiand. The changes motudﬂd iy thi s.:@éokageﬁo alter relativities around
the margins, however, they do not crﬁate \new dlstmc’cgﬁabetween sole parents and
caupies. o s VR

Proposals which are available t¢ change re atwmes- ».Iﬁ“e.treatment of aduits wouid eithsr
result in further costs (and could worsen be&eft Vva m“fe elafivities at the same time} or would
require real income iovels fgr soiﬁ parnntsﬂto J;ae reﬁueed Poverty incidence siudies would
not support this outcome, i

Py
-
o

It was aiso observed tha ‘the pac}sacz ﬁié' nofr taken the opporiunity o re-weight the various
family income asU”iance ratesr(ac:roSs agesdt child). This was considered but we currently
tack researcm onvthe relatﬁ?e:.\co_ ts/, of chlldren by age. Tnis will be commissioned so

Impact.. b ,.Nfez'tlhty tbeﬁ' "TBBSDS in family assisiance are substantial. One reviewer
suggestﬂd ’tﬁat the«ré maag;bn»a resultmg fertiiity effect, which would have further benefits

Nov assessmﬁﬁtéﬁmpotﬂntia[ fertility effect has been made. However, clearly increased
“ﬁmanc a*:xassstancb to low and middle income famiiies couid enabie some to have larger
Iamu ﬂ&lf sz lwas thair preference. There is research in a number of OECD countries which
suggbsts‘:thaﬁfami ies (and particulariy women) can defer having children — including having
,ew'er/zhﬁd?eﬂ or even no \,h;k dren — for ebonomw rsasons, wnen they wouid actually prefer

-\;Bsou-ldent[f thzs However the scale ot the 1ssqe, and whether peopie wouid act

" Couid resufi in scme margma[ fertility eﬁect.

o f‘dtfﬁerent!y in reahty are difficult to access. lt is clear that ‘pro-natalist’ policies tried in various

o=

Ch (2002) Babies and Bosses, Vai. 7.

Future Jirections - Working for Famiiies im




Economic considerations

132 lmpact on wages: the increases in in-work payments could have an effect on iow wages,
by reducing pressure on employers to pass on wage increases. To the extent that this could
ocecur, it would have a detrimenial income effect cn employees who do not have children. At
the same time it was observed that the increases will reduce the reliance that low-income
workers have on their wage. For example, in the pre-reform situation & couple working 40
hours a week at 60% of the average wage gets two-thirds of their income from emp oymom
and one third from the state. By 2007, the mix changes so that they get arounngzfi%jrom
their employment and the rest from the state. O g

133 To some extent the balance of income sources is a functmr af th extnnﬁ“’ Féﬁ‘:rs*fribﬂtim
the state engages in, including both the leveis of assstancn avahable ant _howﬁthey ares
directed to priority groups. There is not necessarily ong right mix. Tha?e}ussues relate to
wheather the income transfer policies balance soulak/ob Bcﬂves wztb&'@mz;ommcﬁv\es {such as
economic growth and preductivity growth). TN y

134 The potential effect on wage setting, mclud;@i‘he mssmmt) fF:at mormpnopln might rely on
the minimum wage, will also be mﬂum&“{i by’ the sate” of e Szlabour markel. We are
currﬂntty in a Duoyant economy, where th@rm‘ )are bcﬂtmsaiim*and skms snortages Thase

and i does bear
morutormg

135 EMTR effect: the chénges 1o~ /the abatemémuatn for FIA was noted, including the increase
in EMTRs further 1p the”| anome s \eVQn;batance the reviewers considered that white
increasing EMTR&(&ﬁOt desnabT ihe impact of this part of the change would be unlikely to
be significant, -and- dnat any»downsmdes were outweighed by the increase in vaiue of FlA.
This is daalt wrm mmorer"detaﬁm\paragraphs 75-77 above.

/\

136 Price :mpacfs Th&nCreaaev ~AS and the increase in rates for CCA raised the guestion
ab@ut any. possﬂale Brice, eﬁects from the changes. The guestion of price effects caused by
/me Aswhas bewnihe*sumect of recent econcmetric modelling, which locked a* changes in
\af‘commoda%l@n "'@stﬂspemfcaliy rents) over a numoer of vears, and fracked these against

"'1 37‘:‘13‘18 "situation is difierent for childcare, in that there is constrained supply in some areas, and
\’ /it is passible that an increase in demand foHowmg an increase in assistance could have an
upward price effect. However, the reality is that only & small share of parents chocse to
apply for CCA and it generally makes up only a small proportion of proviasrs’ revenue,
alongside ECE bulk funding and fees from parents, As well, while the additional expenditure

¥ WMSD (2003) Report 10 Minisier for Social Development and Empicyment. Accommodation Supplement Effects on
WMarket Sents. The report also looked at the effects in the Auckland regions, to see i7 they naid up under a regiong!

a

analysis (as against nalional;. Tne comparative effecis were small here as well: $0.13 for an 311 weekiy increase]
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on chiidcare is significant, the price effects of the ECE Straiegic Plan, arising from the paiicy
to improve guality and improve the training and quafifications of childcare staf, is iikely to be
much more significant in influencing prices. This is an area which will, however, require
monitoring.

Fiscal considerations

138 Scale of expenditure: the scale of the increase in expnnoxtu;e 15 519 nificant amc shoulo
thersfore be expected to achieve substantial improvements:i “\J jal oumamc; The
reviewers noted that the package is central to governmentf's. qurenf ﬁscams;[ﬁegv (as
discussed in paragraphs 82-84 above). The following tabie’ shows\how muck Exbﬂﬂdlﬁj'?ﬂ is
being dirscted intc the varous main prog'ammes compared 0 )ths cui:rent""f'\/al of
expendiiure. : g

139 The expenditure represents both a “catch-up”, gwep\’she rall mf:?ﬁé‘cealﬁvafae of assxstanw,

- especially since the early-1890s, togather withred)
chitldcare assistance is significant. Whiie i lsthesﬂallﬁwftnatmee main streams of the
package in absclute terms, the very spgmﬂcant reiatrxze/m;; aas&reprasents & conscious

T

140

|nd=xatson f\

141 As earlier analysis has shi WH, SO’T;IE &ﬁp@ﬁ‘i’emﬁ being confronted today arise from
non-indexation since- th? ear]y orﬁ\midmﬂ‘%@s ‘Even in a low inflation environment, the
cumuiative rmpaofeﬂieafxaiues ofassxsgamce can be imporiant. At the same time we have
a situation where somé 'parisr@ﬂthg sootal “assistance system are indexed (benefit rates) but
others are noL, resui%mg_m&\gagﬁs’tam skewing of the system. A separate paper is being

'12‘\/ TLm/mg whaimir-‘Lts‘tops tn 2005; As the Future Directlions - Working far Families package
e Hts\a phasmei '@f rnforms it was noted that there could be risk that any subsequent phase

.;s.,ai;{/é?s some risk that the governmeant might change its priorities info the future.
%wwcr “he fact that the funding for the full package is being confirmead in the 2004

5'\ Bﬁ@g@t and that it is planned to legisiate for the full package (rather than legisiate year by
_yea sreduces this risk. '

TN, Ty
[{ \\":2;

M4 Itis important, nowevar, to note that if only the 2005 changes takﬂ lace, while there will be

real gains in income adequacy, thers will be no employment retatea gains, as these come n
2008,

Futurz Cireciions - Working for Famiies imoadls §
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Appendix &: Summary of Future Directions - Working for Families Changes

1. Family income Assistance and in-Work Payment

April 2005
e Increase Family Support (FS) rates by $25pw (1% zhild) and $"13pw
« Remove the child camponent from benefits and StudeﬂtAHowancms , “‘—_/-»

e Increase the rates of Orphans and Unsupported Ch:ld:./Beneﬂts arxc' FeSLe_ Q rwAHowancas
by $15 per child per week -~ =
"« Delivery enhancements

April 2006 \

e Abolish Child Tax Credit, introduce In- Wonf%yment of ﬂgigpw:_p;ﬂ#amlly + 315pw per child for
4" and supsequent children “

.

'y ':.,/ -

working

April 2007

&

N inc:reasD OSCAR ares to aiign with CCS rates
’“?“%*aias by 10%

/Ancraase CCA rates by a further 10%

\ 1 '
. /

AEcﬁhmodation Supplement

October 2004

¢« Remove abatement of Accommodation Supplemen: (A3} for beneficiaries
s Adjust AS income and entry threshaolds for non beneficiaries

Suture Directionz - Working for =amiliez 17




April 2005

«  Spiit Auckland into two AS areas {o recognise higher costs in north and central Auckiand
e Increass AS maxima in higher cost areas (especially Auckland)

invalids Benefit

"November 2004

e Amend the current “15 hour rule” to enable people who qualify 1'01‘ an tnva[zds Bém.e%?’{fazj ‘
out work of 15 hours or mare, for up to 6 months without losing their bengffee =

« Aligning invaiids Benefit stand-down rules for people wﬁo rn appiy ror %sammcondrt|on o
those applying to Sickness Benefit : s

increases in FS and AS an .tQ ratlonahém‘som «elnments of the Speczaz Benertformula
« Make consequentxa%phanaﬂs *to/ fwemmwmty Service Card thresholds, Student Loans

e Legislate a\{dlec/'ba:*eq*appmach to Special Benefit, with residual discrefion to be exercised
aboye the levei of case\manager and introduce the following new rules:

& A$2O per weblaccgmimodation loading

el //" t!g{if‘ér nmé‘t%”rzy-hmlt on the amount of Special Benefit
é O Asté‘ﬁfdard:sed aliowance for basic living costs (food, power eic) for applicants without
S cmtdrenr-_._

c:.«?\ ilmi&fo/fhﬁ amount that is allowed for care repayments, at $50 per week

suture Dire-:tis"" Working for Familiss ‘\mgacts
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MINISTRY OF b’ 72 Tari Taake
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SOCIAL DEVELOPMENT THE TREASURY
Te Manafii Whakahiatoe Ora Kaltcautohu Kaupapa Rawe
Date; 18 April 2004 Security Level: Budget Sensitive

Report to: Minister of Finance and Revenue
Minister for Social Development and Empioyment

REFDRM OF SOCIAL ASSISTANCE: WORKING FOR FAMILIES PACKAGF -
REVISED RECOMNIENDAT!DNS

Purpose of the Report

¢ \/\ 5 :v ) " 7
1 We attach to this report & supplememaw Céb(net pépar “that sefts out revissd
recommendations for the “Reform of Sociah Assmtance kamg jor Families” {(Working for

Families) paper that was considered byihe Gabmet qutcy Crxmmttee (POL) on 8 April 2004
[POL Min (04) 8/2 refers]. O > A ~

2 The revisions to the original recommendatlons aN_\ “fr@rn several issues that officials have
identified, and comprise mmor‘carrecﬁ‘éns azlcmons and clarifications. The revised full set of
recommendations in the kaftachad suppierhemary paper should be substituted for the

recommendations in the Werkmg for Fam+hes aaper

3 Rocommet“dat:on 9 pf the Wor‘kmg for Families paper, considered by POL con 8 April 2004,
askstiste*s o uote that/the package ‘results in a number of minar impacts on other social
asautanoe programme&(fmost of which are incorporated into the package), and that officials

— aTn@Urrently workmg/through a few remaining adjustments’.

\ NG Recommendat)on ‘EO asks Ministers to note that “officials will provide updated financial
recommené&fans that inciude the costs referred 1o in paragraph 8 above, before this paper

iS z-fubrﬁ:tted to Cahinet”.

5 \Ne ha\’Je now compieted this work, identifying several issues that require minor revision of
S the recommendations contained in the Working for Families paper. These revisions, detaiied
{ [ vm the attached supplementary paper, comprise minor corrections, additions and clarifications.

.
\_//

information matching

3 An issue concerning information matching between the Inland Revenue Department (IRD)
and the Ministry of Sccial Development (MSD). identified through the legisiative drafling
process, has also resulted in additional recommendations {(again detailed in the attached
paper).



~J

Process

Regular adjustment of Family income Assistance

Recommendation 30 of the aftached supplementary paper asks Ministers to agree that the
legislation provide for the Minister of Revenue, in consultation with the Minister for Secial
Development and Employment, to review the rates of the In-Work Payment and the Parental
Tax Credit every three years. You originally agreed to a "periodic revisw" of these rates. We
nave now clarified that this review period should be every three years.

8

Recommended Actions

The Working for Families paper is scheduled 10 be discussed at Oammet\on I\flonday QwAbrn
2004. To meet this deadiing, the attached paper will need te be fom'arded fo “‘H;" C’bln=’
Office by 10am Wednesday 21 April 2004. N

We recommend that you:

1

AGREE/DISAGREE

Raform of Social Assistance: Working for Families Package — Revised Recommenaations




2 note that to mest the deadline for the Cabinel meeting on Monday 28 April 2004, the
attached paper will need to be forwarded to the Cabinet Cffice by 10am Wednesday 21 April
2004,

s 9(2){a) OlA 1982, Privacy of Natural Persons!

L4 |

For Secretary of the Treasury

s 9(2)(a) OIA 1982, Privacy of Naturai Persons.

Programme Manager
Ministry of Sccial Development

;‘s 9(2){a} OlA 1982, Privacy of Natural Personsl

Manager, Policy
Infand Revenue

Hon Dr M:chéel/CdLiﬂn
Minister of Fmam; nycf Revenue

Date

\ \/

r-!le Raferenca - REP/04/04/280

Reform of Social Assistance: Working for Famiiies Package — Revised Recammendations
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Offize of the Minister of Finance and Revenue
Office of the Minister for Social Development and Employment

Chair
Cabinet

REFORM OF SOCIAL ASSISTANCE: WORKING FOR FARIL
REVISED RECOMMENDATIONS

Proposal

1 This paper provides revised recommendations for the peggé}"/ “Reform of Social\ Assistance:

Warking for Famiiies” (the Working for Families naper) that was considsred by the Cabinst
Policy Committee (POL) on 8 April 2004 [FOL Min (O4)8J2rafer511her\etns+ons arise from
several issues that officiais have idenfified, anc gQ.;t}p;r@‘e;;;minor r'ﬁO?Teéti’Gﬁs, additions and
clarifications. These revised recommendations should™ be._substituted for the
recommendations in the Working for Families ‘\gﬁ/a\ﬁé‘r;‘xz e .

e

Background N

e
~~

! one8 April 2004, presents the Working for
Families package — the centrepigcs of the 200% Budget. Working for Families will provide
more than $1.1 bilion a year.in extra financial assistance and in-work support to New
Zealanders and their familles by 2007. /7

2 The Working for Families paper, conSIdeLec]i byE’_OL\@

ST

3 in the Working for (F Afméé/ papé{fxﬁ/ﬁhg‘férs are asked to approve fhe package for
announcement i.,r,}\tbé?ﬂﬂﬁ Budget:. implementation of the proposals will span from 2004 to
2007, beginnipg\frv\%;\njdi;ﬁctog\afzgéﬁ;‘“

4  Recommendation 9 of the Working for Families paper asks Ministers 1o note that the package
“results.in a number of minor, impacts on other social assistance programmes (most of which
are Jinceorporated into_the package), and that officials are currently working through a few
remaiting adjusments”. -
w0 S

—

o RN

5./ Récommendation

N, Py

‘ ‘ TOof the Working for Families paper asks Ministers fo note that “cfficials
.\.\Wi\il\/proyjqé\"‘\@ﬁjatéd financial recommendations, that include the costs referred to in
f}“éragpaﬁih\@jﬁbe\}e, before this paper is submitted to Cabinet’,

fthe rscommendations contained in the Working for Families paper.
/—detailed below, comprise minor corrections, additions and clarifications.

8 Qﬁ}qgais\have now compileted this waork, identifying several issues that reguire mMINGr revision

p .

These revisions,

\
kS

7\1/An issue concerning information matching betwesn the Iniand Revenue Department (IRD)
and tne Ministry of Social Development (MSD), identified through the legisl

ative drafting
nrocess, has also resuited in additional recommendafions (detailed below).

The Revisions

8 Sevaral areas reaquire revisions, and thase are summarised below.
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Regular adjustment of Family Income Assistance

9 The wording of these recommendations has been revised 10
for adjustment of Family Support rates and thresholds, Child
review of In-Waork Payment and Parental
Directions (Working for Families) Bill. The
26 to 32 refer,

aliow the intent of the proposals
care Assistance thresholds and
Tax Credit to be accurately reflected in the Future
re are no financial implications. Recommendations

Childcare Assistance

10 Current limitations of the Childcare Assistance [T system mean that lmmiv

rplemeritation daies for>
increasing Childcare Assistance threshoids and rates are unworkable, becalse adiustrents
io payments can only be made on Mondays, at the beginning of the weekly pay eycle The
implementation dates have Dbeen changed, to the neargst " Mondays, to " reflest this.
Recommendations 48 fo 51 refer. O

— R

At U

‘ CE 0N TN

14 New recommendations have been added to reflect further poficy development that identified
that thare could be potential financially d‘.sadvantég(’edﬁ@ééble among ‘Childcare Assistance
reciplents from the implementation of Accommcrggti"gx}i%/hrﬁptemé‘r‘tﬁ}(ﬁh&rf)@‘es on 1 Aprii 2005,
because Accommodation Supplement is ffeated’, a5 incomie for Childcare Assistance
purposes. Recommendations 55 and 56 ref\er\

AP NN
NN
N

42 A recommendafion has been revised 1o reflect Cab}”na_’_t"'s\ détision on the 'Earty Childnood

Education Funding: Proposed New\S:_ysier}n”[Cab;_M' T(O%‘)vv?ﬁ‘lmA refers). Recommendation

58 refers.

— —
T

Grandparenting of Special Benefit

N\ \.’/ |/‘\' R v

13 The proposal to inctide Inwork Payment-as |

2k Y ncome in the assessment of grandparented
Special Benefits after LApril 2006 has been dropped. This wil avoid up to 1,5C0 families on
Special Beneﬁt:ﬁgmgﬁéahciaw;é-iéa‘dgantaged by the changes. Also, grandparented Child
Tax Credit paymehis’ have besn-ingiuded as income for t

e ~pet he assessment of Temporary
Additionak@ll{pgpgb appiications; to ensure consistency of treatment with the In-Work

Payment. Recommendation 88 refers.

N

AN " / b
Accomgn}aﬁafipn Supgiging\nﬁand income Related Rents

A

jA:Recommendatlansconcernmg Accommodation Supplement and Income Relaied Renis have

\ ¥ peen spiit and r@@ia‘@d, i reflect diferences in terms of flow-on effects and an adjustment in
“ relatedcostings. Recommendations 90 anc 81, and 98 and 89, refer,
e ) N \\ —

P

Top-up pr wsron

}‘S\\Né\{g recommendations have been added to enable MSD to pay a iop-up {0 assist
f \Acﬁ:"ommodatlon Supplement recipients and other peopie, not yet identifled, who would
.~ ptherwise be financially disadvantaged as a rasult of the Working for Families changss. A

“Transitional Warking for Families Supplement” has been created for this purpose, with

capped funding of $0.500 milion in each of the 2004/05, 2005/08, 2008/07 and 2007/08
years. Recommendations 82 to 97 refer.

Treatment of Family income Assistance as income

18 This issue was still being worked on when POL considerec ihe paper on 8 April 2004, The
recormmendation is to continue the current policy of not charging Family income Assistance
os income when assessing entitlement for social assistance. A validating clause is alsc

i
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needed in the Bill to retrospectively confirm current practice, as it is not presently supported
by legislation. There are no financial implications. Recommendations 101 fo 105 refer.

Use of invalid’s Benefit rate structure for determining eligibility for some social assistance
payments

47  This issue was still being worked on when POL considered the paper on 8 April 2004.

Removal of the child component from some invaiid's Benefit rates has a flow-on effect on

eniitement to specific second and third tier social assistance. The recommendations are 10

retain the status guo by continuing 1o use the current (as opposed o new) invalid's Benefit

rate structure to determine entiiement to these assistance measures, @nd’to.annualiy-adjust
these rates in line with Consumers Price Index (CPl} movements.® There are no finensial’
implications. Recommendations 108 to 108 refer. N o

L~ N

information matching between IRD and MSD Y

— L N

“//'h\:‘ \;\‘ v p ’\\i\\\n o
18 New recommendations have been added to faciiitate better exghange - of infermation between
IRD and MSD, for the purposes of identifying entitlernent to Family fncemne Assistance and to

avoid doubie payment. The Office of the Privacy Commissioner has! indicated that it will
object to the proposal, on the basis that it would override a prigt notice-reguirement contained
in section 103 of the Privacy Act 1993

) There <are. no’ financial implicafions.
Recommendations 126 to 126 refer. o Y ,

Monitoring and evaluation

19 The contingency allowances jc;impnit\d‘rfﬁg e;,nﬁfeﬁ\a J fti:bn nave been revised slightly in the
2005/06 and 2007/08 years 10 correct an e or~ The-effect is to increase the contingency by
£0.225 million in each of(ﬂ}ﬂe’se;\wﬁfcf).-@’lears,/}Refcdm‘mendations 9, and 131 and 132 refer,

. o //: N { \] ,I .

Vote Chiid Youth and F@Ezgﬂjﬁ&gﬁv!cesga/ppr@pmﬂon
NSy RN

20 The numbers forﬁ\é&f&ecmdﬁﬂw‘m\and Family Services appropriation have been revised
slightly, 1 /‘o;}\rgeé:fg“/aﬁ\'error dn. the Working for Families paper. The effect is to reduce the
appropriation by $0:032m. Recommendation 138 refers.

Drawdqwﬁ!bﬁ defivery ;j\réfégyfundfn g

AN

21 -Recammendaticns fiave been added concerning the drawdown of the Vote Revenue and
SN te-3ocial Development delivery strategy costs. Recommendations 145 to 152 refer.

TN

N
A /,\_\',‘\‘ ‘,j “1
Child poverfy impact assessment

A2 N i ici |
22  THe ‘Working for Families paper did not make explicit that the msasures referred 0 In

‘paragraph 51 of that paper use constant value thresholds, based on the 50% and 60% of
,./jj:\‘mefd;an houssehold incomes in 1898 Housshold Economic Survey, These thresholds are real
| { ‘doliar amounts that are adjusted for inflation through time. Recommeandation 6.9 refers.

.
e

Légéﬁi!ng of Appendix Tables

23 The Appendix tables in the Working for Tamilies paper showing the impacts of the Family
income Assistance changes {Table 5) and the Childcare Assistance initialives (Tabie 8) have
wrongly tabelied income bands showing “net family income.” They should be iabelied as

taxable family income bands. Tne averege weskly gains per family are net increases In
family income.
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Allowance for minor impacts

24

Consultation

25

26

Financial implications

28

Policy work around outstanding known minor impacts has been complisted, These impacts
have now been resolved, costed and incarporaied into the financlal recommendations. Tne
remaining “allowance for miner impacts on other programmes” has been removad from the
fiscal impacts of the package. Overall, this had the effect of reducing the total amount
appropriated by $4.643 million in 2004/05, $4.143 million in 2005/08, $3.841 miliion in
5006/07 and $4.503 million in outyears (see the table in paragraph 28 for further mrormauon)

The Working for Families paper was developed by MSD, in consut‘taflsn,\mtn the va*asuy
IRD and Housing New Zealand Corporation (MNZC). The @repara‘cton of the" paoer was

overseen by a steering group of senior officials comprlsmc \/!SB Depart'nmnt o‘f 'the Prime
Minister and Cabinet, Treaaury, IRD and HNZC. Y

Consultaiion was also undertaken with the Departmenhof Chlid Y@pth and Family Services
(CYF), Office for Disability Issues, Ministry ofjducaﬁon Mxmstry of Health, Ministry of
Justice, Department of Labour, Ministry of Pa\,{’hﬂsiand ‘Affairs, Offlce%or Senior Citizens, Te
Puni Kokiri, Ministry of Women's Affairs and: Mlm\stry of Youth Eievelopmnnt

—

\A S ,
The revisions that are set out in this papwd’tﬁeb%wdtsc&%sed wttn the affected agencies —
CYF and HNZC. : \ n »

The fiscal impact of thw{fw isions out lned n th;sv paper is sef out in the table beiow:

A ’,/ // A

/\,

Fiscal impact of the rev:s;éns ’co theWorkmg for Famlhes paper recommendations

——

affected by»&ccommodauon Supmnment changes

Tl Y | All figures are $m, GST inclusive where appiicable |

[ s o | 2003/04 | 2004/05 | 2005/06 | 2006/07 l 2007/08 &

. S : \ [ | | outyears \
Grandparent ng of. Ghﬂﬁcare Asszstancn r‘cotpxems \ Jl

- l 0.040 ' 0.056 0.011 l 0.003
L : i

1 Eyciuswn/of In-Weork Paymentas income for L - * - . 0689 ' 1.285 | 0.8235
| qrandparerﬁed)Specla Benafit-~ ] [ ﬁ ‘ L
(Cmryacmn io/costmas for fmw—on to income related P - 1 - 1 (0008) | (0.120) | (0.183) |
| FEH‘ES/ A \ | 1 i i i 1
Conechon to Vatb @m Youth and Family Services ! - 1 (0.087) | (0.001) | 0.006} ? - \
aporopriation” . ‘/ ‘ ' ! ! i
Transitiphal Working for Families Supplement \ - [ 0500 | 0500 | D500 | 0500 |
[ Totalimipact of changes e 0505 T 1238 4676 0855
[ Less Allowange for minor impacts on other programmes 1 - | (5.146) | (5.581) | (5.617) | (5.658] |
“Retimpact on programme costs 1< (4843)  (4.343) | (3.941) | (4.703; j

[ Monifering and evaluation: corrsction to contingency “ - - . 0.200 | - | 0.200
“impact on total operating cost of the package 1 - L (4B43) | (4143) [ 3.841) | 14503 j

268 The total est

stiimated cost of the Working for Families package is presented in the 1ables below,
These tables comprise a revision of the estimates that appear in the Working for Families
saper immediately following paragraph 81, They are based on current forecaste of
demographic change, beneficiary numbers and price movements, They include costs/savings
due to inieractions batween programmes, costs due to previously ingligibie families baecoming

sligible for assistance, assumptions about behavioural responses to the packags itsell anc
assumpiions about thm changes in the rate of take-up of specific programmes

| 4
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Tota! operating cost of the Working for Families package
lAI‘ figures are $m, GST inclusive where apphcab\e |

|
[ - 2003/04 | 2004/05 | 2005/06 | 2006/07 2007/08 &
{ ‘ | | | | outyears !‘
Eamity income Assistance [ - 1‘ 86.301 502.761\ 763. 9::3] 1,008. 5644
\Accommodation Supplemeant ; - ‘ 62.986  128.741  141.70% 146, 219
(Childcare Assistance ‘ - \r 18.801 31.030| 34. 239| 34.352‘
Special Benefit changes ! - | (7.384) (44.943) (75780) (81.177}
1Sub-Total - Programme Costs ( - | 17078 £17.580, 864 173 1,088.158
Delivery Package” 1 0100 | 50131 45752 34/854[/ 27.714 &
IContingency | - | 5.833 8.562] 8056 > 8. 596\/
T otal | 0100 | 226899 671.804 - 9@?\083L 1,132, 378

* Note that defivery costs include operafing expenditure of $0.100 mi illion in 2003/04, 5% ’5:)0 m}“son m 2034"0: 8
in 2005/08 ang outyears, which has already been agreed by Cabinet [EXG Min GSJ/MIZ refers]

N
P \\/

Total capital cost of the Working for Families package VL \\ SN

| All figures are 5oy mST inciusive where a\gncable \

| | 2003/04 \‘ 20@4{05 i 2005106 2006107 \ 2007/08 & |
| g
| /

L \ | oufysars

| Delivery Package® | 149& T 470 J
[ Total L \wﬁ?ﬂr\ |

P S—

* Note that delivery costs inciude capital expnndbturnnfm 490 m\liwn m\ZOQB*OA and $0.290 million in 2004/25, wnich has
already been agreed oy Cabinet [EXG Min (03) 14}‘2 rérérs s

—. ~
L

Regu%a\myy xmpact and wmphance cost statement

\H\\ 7

32; See Appondix 9 gowtne Working for Families paper.

.
" 2

Gender 1m@hcats0ns

P ,./ \ )
W N

Sve paragrapne 81 and 82 of the Working for Families paper.
{ '1 1

S — ,.’

Qisabiht‘y perspeciive

24 See paragraphs 83 and 84 of the Working for Famiiies paper.

Publicity

w

5 See paragraphs 85 and 88 of the Working for Families paper.

o
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Recommendations

316 We recommend that Cabinet:

“

note that officials have identified several issues that require minor revision of the

recommendations contained in the paper “Reform of Social Assisiance: Working for

Eamiiies” that was considared by the Cabinet Policy Committee on 8 April 2004,

2 agree that these recommendations, set out below in Sections 1 10 12, be substiuted for
the recommendations in the Working for Families paper; '

SECTION 1: OVERVIEW
Context

3 note that the Working for, Families package will as/%t\workmg pegme,‘ especnaﬂy iow

and middie income families, to make the most @f et:ofmmzc oppgrtunﬁas and share in
our growing prosperity by improving the returns fr@m Dalﬁ wor};‘ s

LI

4  note that the Working for Families oackage c‘amplemems curren*govemment sirategies
to improve growth and innovation, 1nvest JH\SKII[S devéiopmbnt and ﬂamtam pruaent
macro-economic and fiscal rranagemeﬁ{ﬂ v ‘\:\\\/

Obijectives

5 note that the key ob)ectlves,\of the Wormng for Fa’n lies package are to:

5.1 make work pay by suptaortmg fam\he& thh dependent children, so that they are
rewarded Torihet”r. i ﬂ_rk effort LN ’

o
//‘\ RN /
oo

5.2 ‘ensure. mcamé adequacy, wa\h a focus on low and middle income families with
depanﬁen’hehﬂﬁren td@ess issues of poverty, especialiy child poverty,
Vs Y
acﬁmeva a social assrstance system that supports people into work, by making sure
. that p,eopie get the agsistance they are entitied to, when they should, and with
h \deﬂvery ttxat sugoorts them into, and to remain in, emptoymont

>

N 6 7 note tfhat the] W’orking for Families package will have the following key impacts:

- g&c{ on empfovmﬂnf

. the changes wiil help make work pay for fow and middle-income familias with

' dependent children in employment. about 80% of the new expenditure will be
directed to families in work;

the in-Work Payment and the increases in the Family Tax Credit will provids
improvements in work incentives, especially for sole-parents;

6.2 tne Childcare Assistance changes will help reduce chitdcare co whnich can act as

an important barrier to employment, particularly for women;

6.4 effective marginal tax rates (EMTRs) will be improved for low income working
families earning betwean $20,000 and $27.500 a year, thereby improving work

incentives, EMTRs will be higher for some middle and higher income families not
praviously eligible for assistance;

a4}
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5.5 most of the employment incentive gains will occur in April 2008, with some from
October 2004 and October 2005;

Impact on incomas

e

5.6 from 2007, around 61% of families with dependent chiidren will get more Family
income Assistance — araund 280,000 families will gain on average $56 & week (with

an estimated average of $95 a week for families with annual incomes In the range
$25.000 to $45,000) from the cumulative Family income Assistance changes {i=

exciuding the Childcare Assistance, Accommodation Supp ement and apao&a!
Benefii changes), '

around 28,000 familiss (and 33,000 children) will gain_ fr&w;ncreasas el Ch@garm
Assistance with average gains of $23 a week per chlﬁd Prom ’7‘065

\\_/

oA

8.8 around 98,500 Accommodation Supplement revaﬁonts Wui get an averaq& increase

in accommodation assistance of $18 a week f{cxj) ’7600/06

8.9 using & constant value poverty measures, o{/a % of the rn¢=c11 nousenold income,

there is eVpccted to be a 30% reduzicm\m t:ﬁ{d pov@y%\z%()?l% and using a

¢ (&N
ote Revenue ’: f/ | Aiﬂﬂgura.%/ére $m, 33T inclusive where applicable |
1 T | 2baaios | 2004105 | 200506 \ 200607 | 2007/08& |
| Ref ] Initiative T T NN | ‘ | outyears |
‘ | Family income Asszstano{e» R \\T\‘;- | 114.400 | 582.670 | 878672 | 1,127.433 ]‘
| Departmental c%ﬁ,anaes 13.529 14,700 7.700

1 oaco | 10.330
| Total Vote Revenue \

0| 0100 | 124730 | 596.199 | 890.372 | 1,135.133 |

e

All fiaures are $m, GST inclusive where applicabie \
\‘ 2003/04 L 2004/05 | 2005/06 |

|

AT 2006/07 | 2007/0B&
| Ref ‘}nmailve S » ] | oufyears |
[ }\\Fam"lyvlncome Assmance T . T (eq72) | (80286) | (113.219) | (118274
i Housing Assistance/ I \ 62.996 | 128.741 l 141,701 145.219 ‘
| 1ChildcaoeA5s&ance | - 18.801 | 31.030 34238 1 34552 |
'1 |Hardx%}lp\ASS|stance - | 73s4) | (44.943) | (787B0) 91477y
| Depemmeial changes . 30801 @ 22203 | 23455 | 20014 |
| TotalVote Social Development | . | 95063 | 66.786 | 10115 | [6.666) |
RN
| Vote-Housing : | all figures are $m, GST inou.slve where applicabie )
| I T 2003/04 | 2004/05 | 2005/06 | 2008/07 | 2007/08 &
. Ref | initiative 1 L | |  outyears |
_Family Income Assistance T T goan | G025 | (7078, (10270
| Total Vote Housing -] (0.240) | {5.035 | (7.078) ,  (10.271]

| Vote Child Youth and Family Services " Al figures are $m, GST inclusive wheare applicadie \
! [

[ 2003/04 ‘ 2004105 !\ 2005/08 i 2006/07 = 2007/08 & |

| Rat | Inifiative ,‘ i ) \ outyears
| " Famiw incoms Assistance ‘1 - | 0583 | 2942 | 4018 4078
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“Total Vote Child Youth and Family |

Services I . | o.ee3 \ 1042 | 4018 | 4076 |
Vote Health | All figures are $m, GST inclusive whers appiicabig |

] | 2603/04 , 2004/05 | 2005/08 | 2006/67 | 2007/08 &

| Ref | initiative l | , | oufyears

| ! Family Income Assisfance - | 0350 _ 1400 | 1.400 | 1.400

| Total Vote Health - | 0350 | 1400 | 1400 | 1.400 |
Capital Initiatives {impact an Debt) / ".;""‘)

: \/ /\"\' ’-\ ™ “
| Vote Revenue . All figures are $m, GST inclusive where app! fc,afb!e i »_,
f " 2003/04 | 2004/05 | 2005/08 ﬁ} zn%m 2007108 &
| Ref ( initiative | i o ouﬁveafs 1
| | Deparimental changes | 149 | 457 Lo ﬁ'f’? Je / | N |
| Total Vote Revenue | . 1.490 |_4.570 |, zw1 DA N }

8 note that the total estimated cost of the Workmg\for FamlkimNSCKage will be $226

mitlion in 2004/05, $671 miliion in 2603!06 $QE)? m{ litel! IP 2@00/0 1and $1.13 billion in
2007/08 and outyears; ,

Confingency

9 note that a contingency of §5 ;833 mlihcm in 20@4@@:} $8\56’7 miliion in 2005/06, $8.056
miliion in 2006/07 and $8.50¢€ million in 20071’08 an&obtvﬂars has been set aside for the
Working for Families package to cover the.f“ibﬂomhg costs:

N N

g.1 residual prog*amrm anczdehverygosts .

4 1
8.2 d=velopmeﬁ%\oi_ an onime i -WQIKASSI:,tanCQ service across the Inland Revenue
Departme{L,aﬁdl*he Mint stry of Social Davelopment;

e

83 a momt@rmy and ewawaﬁén programmo to measure fhe success of the Working for
Famnhes package;

AN S /

/@ payment of _assistance 10 families or individuals who might ctherwise be
o :umntentxcmatLy disadvaniaged by the Working for Families changes, in the event

18

“ ./ that Cabinet-decides 1o raise the Transitiona! Working for Famiiies Supplement cap
S \s'-re recmmmnndahons 82 fo 87);

<
\_ \/ /\\ >

30 rwte tha% fh@ con‘ungemy is subject to the following conditions:

\?Oﬁ acccss to the contingency will be subject to the approval of Cabinet;

2"\/

. 10.2 use of contingency funds is restricted to tnose issuas dirsctly related to the Working
for Families package,

10.2 any unspent confingsncy in each fisca! year will be retumed to the Crown;

SECTION 2: EAMILY INCOME ASSISTANCE

11 note that the focus of the Family tncome hssistance initiatives is to make work pay and
{0 improve income adeguacy for families with dependent children;

12  nofte that the package of Family Income Acsistance initatives has four main elements:

—_—

L g
—_
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124 increasing Family Support rates;

12.2 introducing a new work tested in-Work Payment and phasing out the Child Tax
Credit;

42 3 introducing @ new main benefil rate structure for families by removing the child
component from main beneflis and student allowances;

124 increasing the Samily Tax Credlt;

13 note that the estimated cost of the Family Income Assistance paakagsls $96 mﬂ%on o
004/05, §502 million in 2005/06, $783 miilion in 2008/07 and 37,008 riflion in 2007/08
and outyears; >N NN

Z

Family Support NN 5

R <t

14 agree to increase fhe first child rates of FamlinupgaFtby $2i65\

by $25.00 per waek, and the
subsequent child rates by $15.00 per child perweek, from 1 Aprit2008, as set outin the
table below: Al

P p ,
Family Support Rates "First childrates ) [Subseguent child rates |
015 yrs_. 1618 yrs [/ ~0-12yrs | 13-15yrs [ 16-18 yrs |
[ Current T A7 . 560, | . %32 | 540 N
P:amiiy Support rates from 5 5720 1 585\ . 947 . 8§55 ‘ $75 \
1 April 20058 oSN &

15 agree to increase each\éf‘i\ﬁé\ﬁrst and subsieéqeﬁt child rates of Family Support rates by
$10 per week from 1.Apr! 2007, as sgtoutin the table below:

: A N L
I Family Support Rates a First.child rates | Subsequent child rates -
}_ WS je5yrs | 1818 yrs 012 yrs_| 13-15yrs | 18-18 yrs |
Family Su@ggﬁ\{aiéﬁs/"T’rorr)...di\\""'~-~.\f\$§&w2 | 85 \ 57 | 65 | %85 |
| April2007 V0 o | . l | |
In-Work Payment . i

e ) \ /// e V,? '
1‘:§3_<//‘E?iqt§¢that ’/chexg_tg}ésty}vzé of the In-Work Payment is 1o help low income working famiiies

0 Swith dependent SRitdren move into and stay in work;
e P . \\/ ps P " 3 /‘.
47T agree, from ;1 April 2008, to introduce an In-Work Payment for famiiies with dependent
glj}i?df@fgji@/be set at $80.00 a week per family, plus an additional $15.00 a week for (he
/\;:.’f ﬁOaﬁh*-aﬂd each subsaguent child, as st out in the table beiow;

N /'>meer of A T334 8 & 7 T Bormore |
/=0 |_dependent children | | . | i 1 1 |
01 | Weekly rate 7380 | $60 | 560 | 575 | 580 ! 5105 | $120 | plus $15 for eacn
N \ | ‘ \ i | \ additional dependent

| L | | | child |

18 agree that from 1 April 5006 the Child Tax Credit be closac 10 new racipients concurrent
with the introduction of the in-Work Payment;

18 agree that wnen the in-Work Payment is introduced on 1 April 2006, ail Child Tax Credit
recipients, who are recipients as at 31 March 2008 and who are ineligible 10 receive the
new ln-Work Payment because thay do not meet the wark hours reguirement, continue

to be eligible for the Chiid Tax Cradit under the current eiigibility provisions uniess they

hacome eligible for the In-Work Payment [ie they are “grandparented”’);
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20 agree that ance a grandparented recipient is no longer entitled to the Child Tax Credit
they cannot become re-eligible for the Child Tax Credit at 2 later date;
Eligibility criteria

21 agree that the eligibility criteria for the in-Work Payment be the same as for the Child

Tax Credit (ie recipients must not be receiving 8 main incoms-tested social security
benefit), but with the foliowing changes:

21.1 couples with chitdren must be in paid work of 2 combined totgf"z fat least 30 hodrs 2,
weelk; L N

21.2 sole parents must be in paid work of at least 20 hours & wegk: \

21.3 efigibility will be extended to include:

21.3.1 recipients of New Zealand Superannaauo 'or/fne \f%an s“r?erxsmn,

21.3.2 pegple receiving compensatiraﬁ"f r. iass of aarnmgs under the Injury
Prevention, Rehabilitation and- Compensation Act\z{]m and who would have
been eligibie at the time oT thexr acuoen‘t (a@d mcxudmg people receiving

Child Tax Credit whose tn;gw occurred aﬁar 31 December 2005 and who
met the In-Work Paymemt huurs test at. the‘hme of their injury);

21.4 the definition of a famﬂy ) dependentshttﬁﬁen Wﬂ

I include those for whom Orphan's
Benefit, Unsupportedfem_d s Benef!:t or Fe:,ter Care Allowance is being paid;

22 agree thatthe n%ork Paymemt Jze pard/to the principal carer of the dependent child/ren
in the famny»whrctug consrient wﬁh the payment of other Family Income Assistance;

Shared car s

23 agree ‘tha’b where -8 carer normaﬂv has care of a child for one-third or more of the
’entltiement pmHQd \{hat Garer is eligible for the in-Work Payment in respect of that child

/for ewry week mi}le wear in which the carer also mests the in-Work Payment hours test
“,«; "aﬂ;i othﬂr ahglb{i ty criteria;

24V agree. that tHo'se carers receiving the grandparented Child Tax Cragit from 1 April 2008

\"’ rsz@ hav%/‘are of a child for 2 least cne-third of the income year to remain eligible for
< thm/ﬁu[ amount of the Child Tax Credit

// /\ \ \

Abat&ﬁ?ent of Family income Assistance

/,// \ .,
D

s 25 ‘agree that from 1 April 2006 the abatement rate for Family Suppori, the in-Work

N Payment, the Child Tax Credit {for grandparenied recipients) and the Parentai Tax Credit
be sef al 30% from a threshold of $27,500 a vear of gross family income (with abatement
peing consecutive, as is currently the case);

Regular Adjustment of Family Income Assistance

28 note that maintaining the rea! value of Family Income Assistance payments over time is
important to maintain income adequacy for low income families and the effectivenaess of
work incentive measures,
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27

28

28

30

31

32

Family TaxG{eé{t

I

\\.\// .\\\:T)
AN
N

34

< /\/

. moving-off bengfit into 30 hours of paid work a week;

note that the Speech from the Throne signalied the Government's infention to "move
towards annual review of Family Support and Family Tax Credit rates and thresholds”;

agree that the rates and tnresholds of Family Support, and the Chiidcare Assistance

thresholds (recommendation 48 below refers), be subject to a policy of regular
adjustment from 1 Aprit 2008;

agree that the legisiation provide for the Family Support rates and thresholds anc
Childcare Assistance thresholds 1o be regularly adjusted by Orderin Coungi! so that

291

S

they are increased by movemenis in the Quarterly Censumers Price’

_ ‘ ‘ ‘ _ 8 \;.\/ e

20.2 adjustments occur when cumulative CPI increases since theiast Chi.adjustment
exceed five percent and that such adjustments.will-come into foreg"on 1 April
foliowing that catg; ey

O Gy :
20.3 increases are rounded up to the nearesﬁwhqié_‘_ dollar (bUT subsequent inCreases

are calcuiated on the besis of actual increased amounts; not the roundsd up
amounts); NN ST

AT

N NS e =

~ A
4

| g
A i
LA

Support and from 4 October Zﬁgim ‘ne case'of Childcare Assistance;

29.4 CPI adjustment periods wni,,_l:z,éi\-c@\uﬁ‘ted from\fﬁj:/ﬁ(p.\f‘l‘hz\ﬁo? in the case of Family

agree that the legisiation prO\//iﬁts.a,erjf,ltﬁe M te\r s Revenug, in consultation with the
Minister for Social Development-and Ermployment, to review the rates of In-Work
Payment and the Parental Tax Credit every thregvears;

—

S - 8

note that, following/;é;’fééyiéw: the Mﬂstarwm report to Cabinst including making any
recommendations.on adjustments that may be made 1o those rates;

agree that<;£Q§~~j}ia?ﬁ§ié/tion(r;aiié*in}}:{[:ovis’xon for the rates of the In-Work Payment and the
Parentat Tax Credit to be adjusted by Order in Counci;

-

Bg,,{/ééﬁéej;f/fFom 1??\;30!\2096 onwards, to increase the Family Tax Credit on 1 Aprii each year

,by”a\r“\ amgu\n‘t\é@ﬁic{‘ént to ensure that couples do not suffer a reduction in income when

PN

o !
| <y

npf?e\fﬁéuﬁe astimated level of {he Family Tax Credit on 1 April 2008 will be $17,748 net

:jly/éaria\ﬁd 517,490 nat a year on 1 April 2007,

Cﬁanges to Main Benefits and Student Allowances

note that main benefits and the Student Allowance currently contain a “child component”

for sole parent and couple recipients with children;

agree, from 1 April 2003, 10 remove the child component from main benefit and Student
Aflowance rates at the same time as Family Support rates are increassac;

note that the removal of the child scomponent from main benefit and Stucent Aliowance
ates at the same time as the 1 April 2005 Family Support rates increase will:

“

37.1 provide & netincrease in assistance to famiiies wilh cnildren;

mdex
(CP; /s

|

—
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39

40

41

42

Family Support for PeopigﬁﬁfﬁRé/&:é’tpt of&enéﬂf N

43

37 2 move towards a single programme of assistance for children through Family
Support, with common rates, eligibility criteria and abatement rules,

27.3 help ensure that assistance for children will confinue unchanged when people move
from benefit to work, subject only to abatement based on annuai iINCoOme;

37.4 help to simplify the benefit system,

agree that from 1 April 2005 rates of benefits and Student Allowance paid to sole
parents be removed and replaced with & single sole parent raie t:zf be set equal io-the
rates of benefits and Student Allowance paid to sole parents with.one’ ehild; TN

o~
8 t
N

agree that from 1 April 2005 rates of benefits and Student Alfowance paid-to-mirried

couples witn children be set equal to the rates of benefits and Student Allowasice paid fo
married couples with no children; O ¢

S~ —

—

note that the changes in recommendation 38 abo\iéaf%ct the,.uaﬁa@sgﬁment Benefit,
Sickness Benefit, invalid’s Benefit, Widow's Benefit, Domestic, Purposes Benefit (Sole
Parent), Domestic Purposes Benefit (Care/fer\siicﬁk;aﬁd infirmi). and Student Allowance;

A —
7

note that the changes in recomrnenda’t“it\i‘r{iﬁé}{ébovg\éﬁe\c’;’t\ihef’unemptoyment Benefit,
Sickness Benefit and Student Allowange

— ~ : ~

~

RN

note that further benefit sim;ﬁﬁﬁééﬁb‘hvis evn«viéétj{ad_\under the next stage of Future
Directions (see recommendations 153 and 154 befow),

p ‘// ,,:_:’ L

~ NN D
Y v

note that, due to-the difﬁé%ént acsessment periods used to calculate main benefit and
Family Suppor! éntitiements, Same families may not be eniied to maximum Family
Support white_ on-tenefit, or Conversely may face an end of year Family Support debt if
full Famity Suppor s paid While on-bensfit

44 note‘that fhe issues in recommendation 43 above raise income adeguacy concems for
naL e : Y

\//

< Arom A Apr 2008

Sy

N

an estimated 2,450 families on benefit for part of the income tax year, which will b
~exacerbated by the transfer of the child component of main benefits to Family Support

( _ 215 x;’a”_t/;ree.«fib"éf \yherra family is on bensfit, and their expecied annualised income (calcuiaied

on_,atﬁq@hjﬁy month basis while on benefit) is below the Family Support abatement
fc,rf_r:és\’h{'jjd,/%hey be entitied to maximum Family Support irrespective of income derived in
{giner parts of the income tax year,

g\;ﬁ‘ée that those months on bensfit whare the situation in recommendation 45 applies
“are not subject to abatement in the end of year square-up and that a family’s total annual
income is usad to catculate abatement in respect of the rest of the year

note that when a family’s annualised income is expected 10 be above the Family Support
abatement threshold the Inland Revenug Department will assess entittement using the
tax year income basis that currantly applies;

SZCTION 2: CHILDCARE ASSISTANCE

48

note that the objective of the Childcare Assistance initiatives is to improve oufcomes for
low and middle income families with childcare cests by reducing a parriar o work anc

1z

[

e
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making quality Early Childhood Education and Out of School Care and Recreation more
affordgable;

49 agree, from 4 October 2004, fo increase the

Childcare Assistance thresholds to the
lavels in the table below:

b ERaE I Ra
$40,040 |  $44.200 | $48.3680
$495.400 | $54080 | 558,760 |
(3 Children | $57.720 | $63440 | $69,160 . Sl
50 agree, from 4 October 2004, to increase Out of School Care %ﬁha\‘jx‘?{éﬁféationf SNb)s”i‘dy
rates to match the Childcare Subsidy rates; ANV o

51 agree fo increase ali Childcare Assistance (ie Childcare Subsn&y and Out of Schaoi Carz

and Recreation Subsidy) rates by 10% from 4 Ociobsr 2004, and by 3 further 10% from
3 October 2005; S ;\\\j:»

e .

52 note that the increases in recommendation 51.880vé will be in-addition to annual rates
adjustments in fine with movements in the-Gonsumers Price thgex—

53 agree that the Childcare Assis’tanca*aéééﬁn@éﬁburs v(égpxgé--;iemoved and absence rules

be aligned with proposed changes i the Ministry of Education's Eary Childhood
Education absence ruies once tbe_s'e\\ar\evﬁnaiise\d\' 2006 {or eariier if possible],

S

54 agree that the Childcars Assistafice provisions be moved into legislation, with a
regutation-making power “to aliow for the- getalls of the provisions fo be set out in
regulations; N N NN

~
~.

A o
s RN

. , NS \

55 note that ths dﬁ@‘}aﬁi\\{mplems’@@é@ioﬁates for parts of the Childcare Assistance and
Accommodaticn Supplement . Packages may result in a small numper of Childcare
Assistance Tagipients becoming worse off on 1 April 2005;

W ./\/

56 agree that Chiidcare Assistance recipients, who would otherwise be worse off because
they would receive a lower Tate of Childcare Assistance or iose their enfitiement due fo
_the Accommodation ™ Stpplement changes as at 1 April 2003, have their Childcare
/| /Ff\jséisv’iahce entitlement or rate grandparentsd;
e PR

//J_m}\(age be‘;,t’g@é‘n;_\ i}i%dcare Assistance and Early Childhood Education

R

/‘;’}ré;;;js&is on Childeare Assistance expenditure, and of the Working for Families package
N g . - - - .
' \a@’«ECE expendiure, is not straightforward because:

S

57 n,,ate\“ﬁj@n‘assessment of the impacts of the Early Childhood Education (ECZ) funding

.57.1 any behavioural impacts o the nolicies are difficult to model, for example, some
! ECE services might increase fees despite additional ECE funding, and to the extant

o that participation declines as a result of increased fees, this might iimit the take-up
of Childcars Assisiance;

57 2 =CE and Childcare Assistance axpenditure are demand-driven;

57910 the exient that the Working for Familics package increases iabour market
carticipation by parenis with children under © years of age, ECE participation !
likely to increase, with costs to Vote Ecucation;

=



58 note officials will identify likely savings in Vote Social Devalopment Childcare Assistance
arising from the Vote Education £CE funding propesals, including limited free ECE for
three and four vear olds, and report to the Minister of Education, Minister of Finance and
Mimister for Social Development and Employment by 31 October 2004, to enable
Ministers to make decisions on what savings are to be transferred fram Voie Social
Development to Vote Education [Cab Min ( 04) 11/4A refers];

56 note that the estimated cost of the Childcare Assistance initiatives is §18 miliion in

2004705, $31 million in 2005/08, $34 miliion in 2008/07 and $35 miiiion in 2007/08 and
outyears; o

SECTION 4: ACCOMMODATION SUPPLEMENT

50 note that the objectives of the Accommodation Suppierﬁém\t m_l’gca‘fiv

e es are to improve
nousing affordability for low income New Zealanders; O

P
<

61 agree to increase the number of Acco’mmocﬁtiggf@ti@p%ment ALeHs:\?;em three to four
from 1 April 2005 and revise the area deﬂnitiory‘

3 n the tabls below:

35,58l put i

»

k
N0

|

| Western Auckland urban zone, Southern AU

rthern ‘Au;

et

zone, CentrabAuck

S

| r  Augktand, urban zone, Wellsford urban area,
‘ Snelts Beach urban argaagw;a{kworth urban area; Waiheke Istand urban area, Waiuku

|

urban area, Pukekohe urban area, Helensvilie-Urban area, Tauranga urban arez,

Wellington urban zone, ,;e__*-:tsén urQ'é@“ar,éé\;JBrightwater urban area, Wakefield urban |
| area, Queenstown h(@ﬁao/r"area,,.We}\'naka{urban area, Arrowtown urban area, Leigh area
' unit, Tauhoa-Punoiarea uni ahekeroa area unit, Cape Rodney area unit, Mathesen ‘

Bay area urit, Kawau arsa unit,Islands-Motutapu, Rangitoto, Rakino area unit, Great |
\ Barriepﬁlxsi‘aﬁct/@rea uni},\jai\’t{\i\e\\aiafﬁer Istand area unit, Algies Bay-Mahurangi area unit, |
\ Parakai area unit, South Head area unit, Kaukapakapa area unit, Muriwal Beach area

unit, Rewifarea unit, Riverhead area unit, Karekare area unit, Patumahoe area unit,
A‘ <f<\ipgs§jat~érea unit, Pokeno area unit, Hunua area unit, Mangatawhiri area unit, Awhitu
) area unit, Gh;ﬂjﬁ[é’a ‘afea unit, Otaua area unit, Bompay arsa unit, Clevedon araa unit, L

Onawhero arezunit, Maramarua area unit, Meremere area unit "
T g&,’h 1&—3

P

bl 5 3 . L . }
} Taipa Bay-Mangonui urban area, Kaitaia urban area, Kerikeri urban arse, Russeli urban

o

1

|

Varea, Painia urban area, Whangarel urban area, Raglan urban area, Whittanga urban |
A R . - P

L arsa, Whangamaia urban area, Tairua urban area, Thames urban area, VWainhi Beach ‘

|

|

<
s

< z:;’,{;‘l ‘Urban area, Matamata uroan area, Katikat] Community urban area, Te Puke Community
.| urban area, Hamilton urban zone, Cambridge urban zone, Te Awamutu urban zone,
i | Rotorua urban area, Taupo urban area, Whakatane urban area, Napier urban zone,
R | Hastings urban zone, Paimerston North urban area, New Plymouth urban arese, \
Feilding urban area, Kapiti urban area, Otaki urban area, Upper Hutt urban zong, Lower 1
MUt urban zone, Porirua urban zone, Blenheim urban area, Motueka urban area,
Takaka urban area, Hanmer Springs urban area, Woodend urban arsa, Rangiora urban l
ares, Christchurch urban arez, Darfield urban area, Lincoin urban arsa, Leeston urban |
area, Rolleston urban arsa, Dunedin urban area. Alexandra urban area, Cromwel. |
Lrban area, Nabhra area unii, Pencarrow arga uni, Kapiti Isiand area unit,
Maungakotukutuku area unit, Cloustonvilie area unit, Mangaroa area unit, Mana island |
area unit, Makara-Ohariy arga unit, Opiki arez unit, Tokomaru area Lnit




62

63

B4

65

66

67

N
.
N
7

,/\\

Cofrom the relevant invalid's Benefit rate plus $17.92 per week io ths

| Any part of New Zealanc notincluded in Area 1, Area 2 or Area 3.

agree to amend the Accommodaticn Supplement Areas referred (o recommendation 61
above to maintain a part of New Zealand in the same Accommedation Supplement Area

if any of the definitions of urban areas, urban zones or arez units are modifi ed b}
tatistics New Zealand,

note that Section 61l of the Social Security Azt 1964 gives. power n
Council tc promote area units or urban areas to an Avcommodahon Supp%emem M\I’Ea
with a higher maxima but not to demote, but will need modﬁlﬁhon\to abcmmmgdt‘fa the

incraased number of Accommodation Supplement Areas’ ano their references o urban
zones; 5

agree, from 1 April 2005, to adjust the Ar*commodat
in the tabie below:

\. Area 1 -

lArea 2 $100 (no c;har@eT 1\
|Area 3 | $65 (no.change).
|Area 4 } $4o (no r‘hange)

$55 {ho;ﬁifhanqe) $75 (no change)

|

note that officials wiil rp~exam ine the Accox:nmdczat;on Suppiement maxima set out in
recommendation 64 - abov and report-, tQ \the Minister for Social Development and
Employment by Decemboy 2004 to‘einab lg any refinements based on new tenancy bond
data to be "ons;de:ea amngs;dg gther pﬁant:es in the 2005 Budget;

O ™

agree 1o rnmeve {h@ abatemen \0::\_\ the Accommodation Supplemeant for beneficiaries on
the ﬁrsT&BO 0@ per weok 01

Oﬂ«bnneﬂt gross income from 1 October 2004;

/‘.‘ Y

-

note thai recommandatro\n 66 above will mean that the Accommodation Supplement is
rwt abaivd until a'r fmpueﬂt moves off beneflt;

e / ,/ —

68 Vagreé from 7 Octaber 2004, to lower the Accommodation Suppiement entry threshold

L ~for'nons benencxa ies from 25% for renters and bearders, and 30% for mortgagors, of the

relevant rate, ‘of invalid's Benefit (plus first chiid under 18 rate of Family Support where

there. \arewr*lldren) to 25% for renters and boarders, and 30% for morigagers, of the

%e\am Tate of Unemployment Benefit (plus first child under 16 rate of Family Support
Whare there are children);

{agree from 1 October 2004, ¢ increase the income thresholds for non-beneficiaries

relsvant
Unempl oyment Benefit income cut-out points;

note that for single Accommodation Supplement recipients under 25 years of age the

“relevant rate of Unemploymant Benefit” means the singie over 25 rate of unempioyment
benafit;

note that the estimated costs of the Accommodation Suppiement changes are 363
miliion in 2004/05, $128 million in 2005/08, $142 miliion in 2008/07 and §146 milion i
2007/08 and outyears;



SUDGET : SENSITIVE

SECTION 5; INVALID’S BENEFIT CHANGES

72 note that the objective of the Invaiid’s Benefit changes are fo encourage greater
participation in paid empioyment by invalid's Benefit recipients;

72 pote that some Invaiid’s Benefit recipients want to work for more than 15 hours a week
but are refuctant to try because they:

P

73 1 are uncerain whether they can sustain more work given their disability;

T&kabw@emmmmmﬁomemmMSBawmﬁmmmawGWWgkﬁﬁmnm&%w@Q
a week (known as the 15 hour ruiej; g Ry

SN

W a
~ N S S

N
74 agree, to take sffect from 1 December 2004, to introduce 2 provision to aliow nvalid's

Bensfit recipients, with the prior approval of the Chief Execufive of the Ministry of Social
Development, a pariod of up to six months to establish whether tHeycan  sustain 15 or
more hours per week in open empioyment before their entitlem TCmustbe reviewed;

(G0 TN
75 agree, to take effect from 1 December 2004, to. amend tie ‘stand down provisions for
invalid’s Benefit recipients so that they “mirro; the exisfing stand down provisions for
Sickness Bensfit recipients with chronic ilinesses so that tnvalid's Benefit reciplents who
undertake but then have to stop-work-will not. gengsalty, face a stand down if they

reapply for Invalid’s Benefit for the same sickness ‘njﬁm”bF/ disabllity;

76 note that the Minister for Secial Development and Empioyment has directed the Minisiry
of Social Development {o7take steps towards changing the name of Invalid's Benefit,
commengcing with copsmtaiianlwith the"disability sector and other relevant stakehoiders;

< [ !

77 note that the changes 1o ’%he/ﬂfz?’_,b\‘agifu'}le and stand-down for recipients of Invalid’s
Benefit are expected to be cost redtral or result in only & smali increase in expenditure
on Invalid's(Benefitin'the short-term;

78 note thal the estimated one-off cost of IT system changes to amend the 15 hour rule and
re-name fhé invalid's Benefit is $500,000 (GST exclusive) in 2004/05, which is faciored

/\}rﬁ&\the/@eﬁartme'ntial‘___gogts of the Working for Families package;

o ~—

s S

/?@ \atethat the Mmts\ipgf of Social Davelepment will monitor and evaluate the changes to

~$he 15 hourule and the new stand-down provisions, and report on the outcomes to the
~Minister for Social Development and Employment by December 2008;

SECTION 6. SPECIAL BENEFIT
e »// i

QSVQ/,’,{;n?cztje tha! the changes to Family Support from 1 April 2005 will improve income

—. .8

_adequacy and therefore reduce the need for hardship assistance for those with
~‘dependent children;

agree thal:
81.1 Family Support be included as incoms in the assessment of Special Beneft;

84.2 for recipients of Special Benefit with dependent children, the level of Standard
Cosis aliowsa in the assessment for basic living costs (focd, power. eic) be set al

70% of tne applicant’s unabated main pensfit and unabatec Family Support
combined;
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82

84

85

S \\‘\\\ o — . e
g 854 standardisation of the amount allowe

T 85,5 2 limit of $30 & week (COnSUMETs Price Index adj

81.3 subject to discretion, the rate of Special Benefit for those with dependent chiidrén,
be fixed at the amount of deficiency between income and costs or at 25% of the
aoplicant's allowable costs, whichever is the jower-amount;

81.4 the changes in recommendations 81.1 t© 84 3 above be applied to all new
applications for Special Benefit recaived on or after 1 April 2005 and to existing

cases as they come up for thair inree or six monthly review after that date (or earlier
review on a change in circumstances);

note that the changes fo Special Benafit referred to in recommendations g1.1fo 8“‘3
above will reduce 78% of Special Benefits paid to 31,200 househokj%\f@in\phildregjgy“aﬁ-
average of $13.43 a week, caompared with the average incragse n-.eome from the

i

Family Income Assistance changes for beneficiaries of $27\51@week /agd\m@t?' no
household will have a greater reduction in their Special Benefit than the increase-In-their
Family Income Assistance, N

P

note that a small minority of cases (three percen‘/t/\_ci’fr_'\<l’1,.,/;2t§_6\7cases)_ﬁéé?iiépedal Benefit
discretion will be used to ensure that the reducfion, in"Special Bensfit does not exceed

ihe increase in the househotd's Family income AS} istance fggm_k_ﬁ‘A@rﬂ 2005;

i

note that the changes to Special Beneﬁﬁrgm? Aﬁrli ZQg,)é\‘w_ilE\éé%piemented by way of
changes to the existing Ministerial D}regi’rgim\'and will pot.reauire legisiative change;

agree that from 1 April 2006~ Special Benefit b

%N

~Spec b‘e_ﬁi‘.egﬁgéed by a new benefit called
Temporary Additional Support, with simiia

‘ srovisions 1o Special Benefit, but
incorporating the fol%owingjc”jjange§/ s ~

\

851 a rules-based & b-rbécﬁ”‘"to eligibllity- o eplace the curent highly discretionary
provisions; " - N

AN

[ L = . _ :
85.2 an accommedation icading, of 520 a week which wiil require appiicants to pay the
first $20.8 week of thei@ﬁi-@s&:ommodaﬂon costs from their regular income;

—

A Y

8536ﬁ/uppar fimit on\fhg arnount of Temporary Aaditional Support that can be paid
. equalto 30% of the applicant’s unabated main benefit

<
e S

| d for applicants without dependent children 1o
/. covel basicliving costs (food, power, etc) at 70% of their unabated main benefit;

\ te usted) on the amount that can be
/,/;;f"\:a}kdﬂad in the assessment of eligibility for car payments,

RN

Bé agﬁfeew{o grandparent existing Special Benefits, entitlemnents and criteria, from 1 April

NOTRT

ge

772008 to ensure thal no recipient rece
introduction of Temporary Additional Support

wes a reducfion in thelr henafit as & result of the
refarred to In recommendation 85 above;

agree that the grandparenting arrangements referred to in
reviewaed by the Minister of Finance and Revenue
Deavelopment and Employment in February/March 2008,

recommendation &6 above be
and the Minister for Social

agree that the in-Work Payment and Child Tax Credit payments grandparented under
recommendation 19 above, be nciuded as income in tne assessment of Temporary
Additional Support applications recaived on or after 1 Aprii 2008;
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{

.

A’Q‘»@f‘“./ag'r‘ée io establish a new Benefit and Other Unrequited =xpenses
/i~ _for Famifies Supplement” in Vote Social Development,

80  note that the introduction of Temporary Additional Support and the change 1o & rules

based approach from 1 April 2006 will require amendments to the Social Security Act
1954 to:

89.1 legisiate for the principles of Temporary Additional Suppor,

82.2 make provision for Temporary Additional Support to be granted as prescribed by
reguliations;

89.3 grandparent existing entitiements © Special Benefit;

Accommodation Supplement

90 note that increases in the first child rates of Farrgﬂiijéinp\portvand<a§i;i\!:g\s\tmeﬁ/ts o main
benefits rates will result in a partial offseting ré@ﬂs@a{j’?wAc{;&iﬂ{rﬁpd\aﬁﬁh Supplement
for the families affected by the changes, but thatfarnilies will be better off overalj;

—— - '
- <

91 agree that the increases to the first ohik’i’:i_fa\’séé\c}f' Family’ Support and adiustments fo

main benefit rates be aliowed to flow on to Accommodation Supplement as described in
recommendation 90 above;

Top-Up Provision

92 nofte that although every,ei‘—fféfrf‘t\haé\t/)eerg/‘r/g%@é{e\\‘t\q;ensure that the policy changes do not
result in people becoming financially worse«off; the complexity of the social assistance
system, the wide va{i(e\fiy\pf}inﬂividué}”c‘n-'{jlumétances and the phased implementation of

different components. of. e pap%é"g\éﬁmgke it difficult to anticipate and address avery
Situat!on; { “ - // —_

P 4
e

g3 note that a{':"sh;%;éﬁwis}\fé/k.zp Qf@h&éﬁﬁﬁédation Supplement recipients, who gain overall from
ok = QeI g

the Working for Families package relative to the status quo, are likely to be worse off on
1 Apti[~2005 than they were on 31 March 2005 as a result of the Family Income
Assistance changés. introduced o 1 April 2005;

NN
v A~ \//" < R -"/ - o : . . .
o4 f’\'/ag;é\fe/ that_a" Transitional Working for Families Supplement be available to assist

T

. Acedpmmodation Supplemant recipients and other people, not yet identified, who wouid
<~ othenwise-be financially disadvantaged as a result of the Working for Families changes;

s

95  adree thata provision for a Transitionai Working for Families Supplement be inciuded in
_{egigiation with associated entitiement criteria and other details set cut in regulalions;
NS

Transitional Working

\1137 zgree that the Transitional Working for Families Supplement be cappec at SC.& miliion

per annum for each of the fiscal years 2085/08, 2006/07 and 2007/08;

income Related Rents

05 note thal increases in the Family Tax Credit, first cnild rates of Family Support, and

adiustments to main benefits rates will result in a partial offsetting reduction in incoms

Reiated Rents for the families affectad by the charges, but that famiiies wili be better off
overail;
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09 agree that the increases to the first child rates of Family Support, Family Tax Credit and
adjustments to main benefit rates be allowed to flow on fo Income Related Rents as
described in recommendation 898 above,

Banefit Stand-Down

100 agree to increase the per child add-on in the stand-down formula for main benefiis from
$50.00 to $80.00 per week to reflect the increases in Family Support rates;

Treatment of Family Income Assistance

—

101 note that it is current policy and practice not tc charge Family nc e Agsts‘jtémgef/ﬁ}as

income for assessing eligibility for and rates of sociai as$i§tén e-but that this-is-not
supporied by legisiation; N N

2
s

P

102 agree to coniinue the current policy and practjcé‘f:o@\notJchar@'r@\ﬁgmﬁy tncome
this-decision’is reflectad in

Assistance as income for social assistance purgo$é’s§a/m'"d‘deﬁat
—_ . L . .. s VO N
the Future Directions (Working for Families) Bilf;- Ve

103 agree that a validating clause be ing\{jjc{é&‘{fm ‘the Futare
Famifies) Bill to retrospectively confirm‘tzgﬁﬁsﬁt«jbr‘acﬁ@e-‘\"’ SO

. A
N | W

o ~.

104 note that the current policy and p{acttce\oF not:;éhafgiﬁg“%amily Income Assistance as

income would aiso apply to the ‘pj“@p\qs\:ed’newii’m-\ch]j}g‘Payment from 1 April 2008;

.,

105 note that for Special B@ﬁéﬁ{purposes,/
determine efigibility, >~/ ) —

N '

i R

Use of invalid's Benefit Rafe Strugture for Determining Eligibility for Some Social
Assistance Payme n"‘ts//f‘w; R L

~. Tl N

105 note that slirreritly, soms* secial assistance payments use the Invalid's Beneft rates (0
determiné entitiement but removal of the sole parent (2+ child) rate will result in a

number of béreficiaries noonger being eligible for these payments;
~ e

\‘\ /_\\\/" \\ //\l} - . . .
107 agreefhat the-surrent’ Invalid’s Benefit rate structure continue to be used to determine
< entitiement to specific second and third tier social assistance and a provision is inciuded

N @/me Social Secyrity Act to aliow this;
. - //\/' \\\ ._»_\\w,,.

o "

VN TaUNy N - ' 3
1@8 agree {hat | the new provision for determining entittement to specific second and third tier
N p-éh/\eﬁ_’tsfr%’ahnuaiiy adjusted in line with Consumers Price Index movements;

Cmﬁd\Sup port

¥ ‘\ ‘ ‘. . r -~ 4 N .
108 nofte that the Increases 10 Family Support under current policy would reguce the amount
Vol

.t/ of Chic Support to be paid by some liabie parents under the current Child Support

—

farmuia, which would result in some custodial parents receiving lower pavments of Child
Support and the Crown absorbing the cost of lower payments in respect of custodial
parsnis who are beneiiciaries;

110 agree to refain the current levels of Family Support for the caicuiation of the living
allowance in the Child Support payment formula and ingex these levels 0 annual
increases in the Consumers Price Index movements, to avoid the effect described in
recommeandation 108 above;

A
(0
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Community Services Card Thresholds

111 note that the proposed increases to Family Support and the introduction of the In-Work
Payment wili increase the incomes of low income houssholds with the potential tc cause

an estimated 28.000 existing Community Services Card holders fo fose eligibility to the
Community Services Card; .

112 agree that the thresholds for the Community Services Card be increased from
1 April 2005, 1 April 2006 and 1 April 2007 to ensure all current recipients remain ellg,_itilé
for the Community Services Card;

113 agree that the In-Work Payment, as well as Family Supporp,\_,_éc;@}dﬂjayf Cred{j’ﬂi@m’ére )
applicable), Family Tax Credit and Parental Tax Gredit, e treated as income-when
assessing elfigibility for the Community Services Card; a0 PR

Foster Care Allowance, Orphan’s Benefit and Unsupgéﬂé@f\gm\{a,s & N ‘E\i\t\_
= \/// > W T

144 note that resipients of the Foster Care Allowanc ~j§\)£}3han’s Beﬁeﬁiand Unsupported
Child's Benefit cannot receive Family Sug_p‘gﬁi\foﬁihe’ child that allowance or benefit is
paid in respect of, so will not benefit frgrﬁ\incre‘aée’s to Famity ‘Support rates on 1 April

e o
Ve o
.

5 agree 1o a one-off increase of $15.a We@\k fo the fates oF Orphan’s Benefit, Unsupported
Child's Benefit and Foster Care Allowance (and including pro-rata increases to Foster
Care Aliowance clothing, Christmag-and birthday. aliowances, and Higher Foster Care

Allowance) on 1 April 20057 ST R

116 agree that the one»o{fﬁwc;ease reférfe‘dlf"tc{j‘iﬁ recommendation 115 above repiacs the
general inflation adjustment that would_ofherwise ocour on 1 April 2005, but does not

repiace the general Inflation adiustiments that wili occur from 1 April 2006 onwards;
\_/’\J/ o (‘

1

RN

P, W
.

T

117 note that Vole,Chiid, Youth-and Family Services funding for the Foster Care Aliowance
is baseﬁ{/&gdn projected-placements as at 30 June 2004 and any variaiion to this amount
will be furided in the shortsterm from the demand linked funding initiative of the Baseline
Review Project, and in the longer term through the re-costing of the Child, Youtn and

/{j!f;;\lrﬁ}lngase[it;r’af\tgiinf\tfrm Budget 2008;

Y /./ P o PRSIy g
i’i@nfote that & full review of the payments to children for whom Foster Care Allowance,

P

\C')/rphaﬁ;f?é{ehéﬁ’fand Unsupported Cnild’s Bensfit is paid will form part of the future work

PN

O programime en social assistance beyond the 2004 Budget;
- A \_\\ \\.‘\\\v//

1 1{,9jip_'é§é\’ that terms of reference for a full review of the payments to children for wnom Foster
. ~Care Allowance, Orphan's Benefit and Unsupported Child's Benefit is paid is

being

N\ f\pre\;’ﬁared for the Minister for Social Davelopment and Employment and the Associate
£ Minister for Social Development (Child, Youth and Family Services) by 30 Aprii 2004

!

“-Zgtudent Loan Repayment Thresholds

450 npote that the student loan repavment threshoic and the part-time, part-year stuaent full
interest write-off threshold are based on the cut outl point and rate respectively of
Domesiic Purposes Bensfit for two or more childrer:

127 note that fhe introduction of & single sole parent rate of benefit in recommendation 38

above will nave the unintended conssauence of reducing the levels of the student lcan

repayment anc write-off thresholds T the current way of saffing themr is maintainad, anc
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122

SEC

will result in higher loan repayments being required of people with income over the

- repayment threshold and fewer people being eligible for interest write-offs;

agree that the student loan repayment threshoid and part-time, part year full inferest
write-off thresholds be set at the current levels and be adjusted annually in line witn
Consumers Price Index movements o avoid the unintended conseguence N

recommendation 121 above of the proposed rate changes on student lcan repayment
and interest write-off thresholds;

TION 8: DELIVERY ENHANCEMENTS

N
123 note that Cabinet agreed in December 2003 [CAB Min (03) 4{1{223!:@15531' to the \f\'cxﬂgWihg
enhancements to the current Family income Assisiance delivery system to be inttoduced

by 4 April 2005:

123.1 - automated exchange of information betweaﬁ?{t;ﬁé%jnisiry of\fSQéiéw,Deﬂvelopment
and the inland Revenue Department, forthe purpose of identifying ‘entitlemsant to
family income assistance and o avoid dguhiéppaymegt;(

1232 weekiy payments of family |gcome‘ éé"s'fst(arj:_ci{ by, fhe Inland Revenue
Department; AN R

o T \;\F\\\\'/
123.3 monitoring and responding 1o claimants’ changing income and circumstances
124 note that in relation fo the decisions in-Tecomi

approved the following ehaniges 1o appropriafions, with a corresponding impact on the

Crown operating baian‘bg“a__ﬁ_r_}d//debt: /,f:f\f;

) $m - increase/(decrease) i

T2604/05 | 2005/06 | 2006/07 | 2007/08 & | GST |

& ) > | | \ outyears | |

Vote Rev/eque"\,\ \ 4 o \l ; ' ‘l \ !

Department Outpuit Class: | : | | ; |

| Information Semvices . ‘ C o010 | oe7oo | oo7oo 1 0700 | el |

| (funded by-revenus Crown) > | | ] | s \ %

| Gapital Contributions-to the | | | 1 |

1 Depafiment: " | | !. 1‘ | | l

<~ _Capital Investment’ 4490 ' pgeo | - - ; e

NN Taysy | | ! T ! 1, l

O VO/tefé?&éi@e‘Veiopmenf | | | k \ | H
| Depariment Ouiput Class: k | I %

1 Serices to Provide Benefl
/4 Eptitiements and Obligations 1o
_— N\ Working Age Beneficiaries and \

“,.v‘ ; AN
\ ‘\\ 1
~—

S~

| to' Promote Seff-Sufficlency
1 (funded oy revanue Crown}

| .
- | 0.550 ‘l oosc | ooso | o.0s0 &inck.]

\ 1 | N

1
i
| Total Operating 0100 1.560 | 0780 | 0780 |  0.780

| Total Capital

| 1.480 | ©€.290 |

| -

125

agree to the proposed ogiivery strategy to implemeant the Working for Families packa
consisting of the following key infegrated nitiatives:

oe
e

«o5 4 elactronic transfers of data between the Ministry of Social Development and the
inland Revenue Department, tc facilitate befter access to Family income
Assistance anc o requce end of year debl
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126

127

128

129 note_traf his o rovistor wi
/' Privacy Act 1083,-and that the Office of the Privacy Commissioner has indicated that it

< will'op] ectio the proposal;

Nl
e

<05 2 ephancing connections between the Ministry of Social Development and the
inland Revenue Department Call Centres;

1095.3 a weekly payment option for Family income Assistance;

125 4 coordinating information for clients,

125.5 developing @ seamiess oniine In-Work Assistance service acress the Ministry of
Social Development and the Intang Revenue Department;

o

125.6 overarching joint promotion and marketing to new anc exisﬂﬁgff;ﬁeqts;

) ~ - : (: y .', RV
4257 new Ministry of Social Development “Working Familigs Teams that will focus on
delivering face to face service to ow 10 middie incomg working famifies, inchrding

actively marketing products and services to priority'groups; o

4258 new Minisry of Social Development “Ch}‘}\df‘éé;%ﬁ@poréina‘t‘égf'\\\ﬁggmons to work
with individual clients and priority popg@iét’r@n‘\gfrqubs to assist.them in arranging
tneir childcare assistance; L I

TN
Ao

note that in December 2003 Cabinet agreed jghét legisiation - shouid be enacted by 1
October 2004 to allow certain e ncements tg~the “deiivery of Family Income
Assistance fo take effect [EXG Miri(03) 442 refa;s],"\'\iﬁc\/d@ing the transfer of information
from the Ministry of Saocial Deve{%czpmémio the Inland Revenue Department;

N

agree that the Future Direttions (Wérkiljgfgr; Famifies)

F , i 8ill include a provision allowing
the Inland Revenue Department to_dive’nofice to the recipient of Family income

Assistance of the tak";ﬁn’g~>\‘f\:aii}""adva'ﬁsé: action”, at the same time as it stops payment of
Family income Assistarce 1o a client,

A

—

note that this provision is neC Jssafy in order to faciiitate better access to Family Income

- 7 r

Assistance.al E,J*«‘.eréducajygléilé\hd’ debt. and that the purpose of the information match

woukd,,/tfj}a,\'iéurégéivdefea,_\‘ed\_ﬁfpa'yments could not be ceased immediately and without

giving the prier notice required under the Privacy Act 1993;

N

Ny

il override the prior notice requirement in section 103 of the

L

nete flﬂ%‘_j‘at j;;'{bé/tjesiimated cost of the delivery strategy 1O implement the Working for
Families package is $50 miliion in 2004/05, $48 miliion in 2005/08, $35 milion in

/2006147 and $28 miliion in 2007/08 and outyears;

N

__(SECTION 9: EVALUATION

f N

N vf:\/ \‘
puicy

note that officials propose to underiake an exiensive programme of monitoring and
avaluation to measure the success of the Working for Families package overa period of
five vears at an inita! estimated cost of around $7.8 million {GST exciusive) over the
astimates period, and that provisicn has been made for this cost in the Waorking jor
Families package contingency (see recommsncation & above);

note that the Ministry of Secial Development and Treasuny, in consultation with the
iniand Revenus Deparment, Housing New Zealand Corporaticn and ofhsr relevant
departments, will report pack to the Minister of Finance and Revenue and the Minister
for Social Development and Employment by 30 June 2004 seiting out the proposed
evaluation and monitoring straiegy, inaiuding a timetable and governance structurs;

| 22 R
e
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SECTION 10 COMMUNICATIONS STRATEGY

133 note that the Working for Families package will be announced as part of the 2004

Budget;

434 note that the Ministry of Social Development and the intand Revenus Department will
implement a joint communication strategy to raise public awareness about the Working

for Families package, Using talevision, radio, internet and print media to targst all sligible
Naw Zealanders and their families,

~,

135 note that the estimated cost of the public awareness campaigr{(i@hﬁ:b\_is inclygdé)ﬂ m
delivery strategy appropriations in recomrendation 145 below).is $11.588 mitlien, i
2004/05, $6.188 miliion in 2505/06 and $3.375 million in 2006f0?,/ Y Ny

— ..\‘ R /

Ly
SECTION 11: FINANCIAL IMPLICATIONS N N

Family Income Assistance

136 agree to establish a new Benefit and Other L @qre mted Ey,p_érfée ‘ g
Voie Revenue from 2005/06 onwards; NN AT

,

137 agree to increase funding to mest tf_r_r're»\ﬁ:&\sts\of’ the Family™

‘ . income Assistance initiatives,
inciuding changes to main benefif-a
impacts on other social assistance

§wdent_/A1\td\ﬁf’épi§e rates and the consequential

- N
ST Al figures are $rm, GST inclusive where ap piicable |

k AN IR 2003f()ﬁ\\»\]g\w;aqyns 2005/06 | 2006/07 H 2007/08 & |
| Operating Balan

|
impagt |

~

(,/,/ //-\ P, N

| s" i | outyeari_’l
i ee30t \ 502761 | 783.983 ‘ 1006.564 |
ST (5a73) | (21832) | (28.596) | (20.537) |
o1a28 | 481129 | 735387 §77.027 |

| No Impact (taxlon benefits) |«
A _{)_._____7-{—
Fotai “/\.\‘\ ) o <

~. T o

<
~ -~ “

AR

P 0 —.

138 appﬁd’%}é//‘ghé\_ fél!owingi"éij\éfn\ge?'to appropriations to fund the Family income Assistance

initiaﬂvgs,{ﬁ‘fth a g;orrespdniiing impact on the opsrating balance:

&
S

S N

Sm - increasa/(decrease)

S

 2003/04 | 2004/05 | 2005/06 2006707 | 2007108 [ 55T

e | | ‘1 % . & |
S SR 1 | . putyears ]
L [ots pavere S R —
{ Bsnefiang Other A | | o

S WUnreguited Expenses: E | | ‘ ‘, '] ‘i

& ‘\Egmi!y Support Tax Credit | - \ 108,000 | 520.920 k 877.880 ‘[ 888,620 | nia l
- Family Tax Credit e T L R T B
ST Parenial Tax Credit | . | 0400 | 2200 4000 | 4900 nia “
R " Child Tax Credit - | B.0OC ‘1 2.000 ( (98.000) \ (122.000) | n/a |
T Uin-Werk Payment \. - - i 56.300 \ 288276 | 349346 ' n/a i
3 | '\ \ | 1

@ Total Operating | - | 114.400 | 582,670 | 878.672 1 1,127.433 | T

| Vate Social Devefopment l ‘ ] {‘ ! | |

Benefits and Other | ! '-‘ ¥ ‘

| Unrecuited Expenses: l‘ i | \ " ‘1 |

| Domestic Purposes Benef: L. rig820) | (81.148)  (119.834) | (1232807 | nia L

i Unemployment Benefit ‘:i - U (3.455) | (14.448) | (15.198) | (15587 | nia |

| Sicknsss Benefi Lo ey G060 | (6.439) | (B.829) | N i

| invalid's Benefil L (0.543) | (2289 , 12512 2872 nla |
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Widow's Benefit - ] (0.338) (1.304) | (1.559) ' (1523) | n/a

Student Allowances - (0.817) | (3.690} 1 (3.740) { {3.796) nia
| Orphan's/Unsupparted i_ y

Child's Benefit - 1.614 5.644 ] 7.075 7.576 néa

Transition o Work | - (0.028) (0108} (0.187) {C.108) nia
| Transitional Working far “ J l ‘

Families Supplement - - 0500 , 0.500 ; 0.500 0500  nia

Sub Total Operating - | {24.445) | (101.888} L 141815, {145811) .

Vote Housing !
Benefits and Other
Unreguited Expenses:
income Relaed Reantaf _
Subsidy - 1 (0.240)

| Sub Total Operating
" Vote Child Youth and
[ Famiiy Services

l

|
l
|
1
‘ Non Deparimental Cutput I

| (0.240) {503§—] 7075?

Class:
Family Wellbeing Services

incl,
Departmental Output ‘ O
[ Classes: :

] Care and Protection Se*vnzea

3.643 ‘ incl.
(funded py revenue Crown)

Youth Justice SDD.LLCES LA JQ’.O‘IZ | 0.049 0.050 ‘ 0.051 { incl.
N (funded by reverrﬁé Crown) - ! | ‘ 1
| — L 1 =
Eub Total Operatlng oy 0.963 3842 | 4018 | 4.076 |
| Vote Health. SO > ) | | j\
Non Departmental Output i ‘ \ |
Llassi~ 7 N ! -
A Nahqna\f DDMQNS \g 7 . 0.350 1 1,400 1400|1400 ‘ incl.
.;.\LSub Tokai Dperatlng - ] 0350 ' 1400 1400 | 1.400 |
. | 91.028 . 4B1.079 | 735197 | 976.827 |

\ > PO ‘/

ChHa’“;SL;PPm !

\

739 nate that legislating for the current Family Support ievels in the Child Support formuia
Cand indexing these to the Consumers Price index results in the foliowing reduction in

('"' (0 vrevenue through lower Child Support coliections, with a corresponding impact on the
“~—'/ operating balance:

| 8m - increasa/|decrease) !

" Vote Revenue | 2003/04 | 2004/05 | 2005/06 = 2008/07 | 2007/08 & ;
\ l | ‘| | outyears |
. Child Suppor: Collections ‘ - ‘ - L C.05C 0.200 0.200

]
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Childcare Assistance

140 approve the following changes fo appropriations 10 fund the Childcare Assisiance
initiatives, with a corresponding impact on the operating balance;

$m - increase/(decrease) ‘

| Vote Social Development & 2003/04 | 2004/05 ‘ 2005/06 ’ 2008/07 | 2007/08 & | GST

\I . [ | | outyears

| Benefits and Other | 1 l -
| Unrequited Expenses: | .} 1

Childcare Assistance ! - L 18801 | 31.030 |

i

Accommodation Suppliement

141 agree fo increase funding to meet the COS}S-,“\Qf"’”ﬁh & »Accom mo&*a\qgn Supplement
initiatives: ’ : NN

/// SN

_ \ All ﬁqures are”f&m GST- }nc%uswfrwhere applicable i
| ‘ l 2005105 7 2008/07 | 2007/08 & |
( ,

‘ T [ | outyears

| Operating Balance Impact | . ;f 28,747 | 141,701 | 148.21%

| No impact (tax on bensfits) l .’0852 | 0652 1 0.852 ﬂ
| Total *

7120.383 | 142.353 | 146.871 |

// y

142 approve the following- Chﬁﬂﬂe: B approﬁnanons to fund the Accommodaftion
Supplement mi’natwes W1tha corrosmondhgﬂmoact on the operating balance:

i

LA Sm - increasel{decrease) |
\""'-\_\‘1\\20(}3}‘04 2004/05 | 2005/06 | 2006/07 2007/08 & ¢ GST

. , S ; ‘ | putyears | ‘
| Bensfits and: @tner Unreowted i ' | [ ‘ | |
L Expemses S S \ \ ) \ \ |
Accommodatlon Supp\ement 1 - ; 80.410 | 125.293 l 138,253 | 142771 | nia 1
40nempioymen Benefil -] 1Be | 2458 | 2158 | 2858 | nia |
"DomestloPurposesBenﬂﬂt l - © 0728 Q 0.970 1 0870 | 0.870 | nla
S \1 STCKH&SS Beneﬂ \ - H 0.462 | 0.617 s 0.617 i 0.617 | nia |
SO /Q_f\f nvat d'S Béﬂeﬁ‘ l - b 0.240 ¢.280 | 0.280 ¢.280 n'a l
o Jmoepejf Youn Benefit | - | 0024 R 0032 | 0.0z % nia

 Whgews Beneft | .| ooy o022 | 0022 | 0.022 | 0 |
i,New Zealand Superannuation | .| 0015 | 0020 o 0020 | 0.020 \ na |

»E Tota) Operaiing . | 63485 129393 ' 142.353  14B.87 |

?Speciai Benefit

143 agree to establish a new Benefit and Other Unrequited Expense “Temporary Additional
Support” in Vcie Social Development from 2005/05 onwards;

144 approve the following changes to appropriations to introduce the

Speacial Benefit
changas, with a corresponding impact on the operating baiance.



| $m - increase/(decrease) }
| Vote Social Development "2003/04 | 2004/05 | 2005/08 | 2006/07 | 2007/08 & | GST |
'[ L ] 1 j | outyears | ‘
1 Benefits and Otner Unrequited | | | | \\ | |
\ Expenses: ‘ \ i J‘ ‘ '
| Special Benefit . (7.384) | (44043) | (75.760) | (91.477)

Delivery and Communications Strategies

145 approve the following changes to appropriations 1o impiement. the\\/\:érkmg for Fam
package, with a corresponding impact on the operating baiance

B Sm - rTCﬁease/(decreasej }

| 2003/04 l 2004/05 | zaosm‘a ] 2008/07 ::@?;08 & GST !

|, outyears \ ]

R’oie Revenue \\ H

‘ Departmentai Output : :

1 Classes: \ }

information Services 5250 ncl. |

‘ (funded by revenue Crown) ‘ !

| Revenue Assessment and | l

| Coliection iz 2750 | 1.750 | ingl |
L > 12.828

_ Sub Total Operating 11.000 | 7.000 ! i

s |
\ Vote Revenue \;\\ N N \
Capital Contribution to.fhe | N i

t Depariment (\ :;_/,
k Capital inwﬁsimenh
E—_Ub Total Capu;a}

21717
2171

| nfa |
| ‘ '

1 L'oteéec;a Devefopmenf\ | k , \
1Departmemal Output ”, 1 \ | ‘ |
Classes: o | ! i | | | |
Services to Pro\adﬂBeneﬁt | l i | j ‘
Entitements. and Obiigations \ | 1| \ ‘1 ‘1 l
.} to Wotking rge Beneficiaries | ! 1, | | l:
SUST ar)d tO\Promote Seif- 1 \ | 1 l l
| Sufficierizy’ - 1385 | 727 | 28074 | 1893 | inci. |
'\/{junded by revenue Crown) ' : \. a |
L Policy and Purchase Advice - 1 0.418 ; 0416 1 - [ ingl. |

_ \ 1 l
(mnded by revenue Crown) | ! 1 :

NN L Sub Total Operating L - | 38.257 %

32443 | 23.074 | 18.834 |
! ' Total Operating | - 48571 | 44.972 | 34.074 | 26.934
2= Total Capital . 3580 2474 - ]

148 mote that included in the costs in recommendation 14E above are the following costs Tor
the delivery strategy for Vote Revenue!
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152 note that

: SENSITIVE
i All figures are GST inclusive where applicabie 1
Vote Revenue [ 2003/04 | 2004/05 | 2005/06  2006/07 | 2007/06 & |
| ; \ 1 ] outysars |
| | | | |
Operating |- | sas2 | eass | saers | T |
Capital .- | 3880 | 2471 - ; ./f;,

agree that the drawdown of the Vote Ravenue delivery st*aiagy ”c;sis as se’L\out m
recommendahm 146 above for 2005/06 and outyears be contmgem on a repbr beok to
joint Ministers by December 2004 with detailed lmptemwmauam plang \ﬁor\systemq

changes required in 2005/08 and onwards with & vaaw *to adpustmg Tundng’ﬂVelS if
reguired as a resutt of the report;

\_ .
\‘ o

note that inclided in the costs in recommendatton _M:r abovn aLe ih\fahow ing costs for
the delivery strategy for Vote Social Devetopmeﬁt* ’

| Ali figures” éreGSTJmciustvé where applicable
1 Vote Social Development | 2003/04% 2004!05 ZOQai{)S | 2606/07 | 2007/08 &

\

|

‘ . \} | outyears |

: | i

1 20.824 ‘ 19.834 1|
- l -

Operating
. Capital

agree that the drawdown of tne \/ote\Soc:fat‘ Devniopmnnt delivery costs as seti out in
recommendation 148 aboveffor 200070( and outyears be contingent on a report back to
joint Ministers by»Dvcembcr 2003 cmihe bbserved take up of non bengficiary assistance
and czli cenire \ﬂtjmms ‘with é\«lew to‘ad}ust‘ng funding tevels in 2006/07 and outyears if
required as»a rasult of thts repor+

note tz/“sa‘t [ncfuded in the CE)S{S tn recommendation 145 above are the {ollowing costs for
the somrrfumr‘atlons strategy’’

o~ / I
NN \\

. N
A
e~ S /

1 3 m|lhons 3ST inclusive j
‘ Communm‘aflons Strategy ' 2004/05 | 2005/06 | 2006/07

l | 1

| Ministry of Social Development |

, 7850 | 2813 | 2250 :
- hnianc Revenue | 2038 t 3375 | 1128 1
v | Total . 11.588 | 6,188 3.375

a@ifee that a Future Directions contingency be set aside, subject to the conditions in
recommendation 10 above for policy and delivery changes and for the costs of

svaluation and monitoring, as set out below:

U Al fiqures are GST inclusive where appi *camﬁ |

| 2003/04 | ] 2004/35 | 2005/06 | 2008/07 | I 2007/08 & |

! : «{ outyears ‘

| | | | | |

Eﬁure Directions contingency - - .~ 5833 | 85362 @ 8055 @ B8.508

tne contingency amount provides Tor the joint on-iine application, which will be
ihe subject of a further report back ic Ministars by December 2004
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SECTION 12: FURTHER REFORM

153 note that, beyond the Working for Famiiies package, the foliowing streams of work need

{0 be progressed in order 1o e0suUre tnat the social assistance system isa
objectives and outcomes:

ble to meet its
1521 reform of basic benefits;

153.2 reform of Sickness and Invalid's Bensfits;

153.3 further reform of housing assistance;

152.4 reform of hardship programmes,

153.5 reform of Crown debt policies and practices;

N )
154 direct the Ministry of Sccial Developmsnt, Treasury and rslevant S/emartrﬁs{ﬁ;s\\fgféport

back by 30 July 2004 to the Minister of Finance and Revenue, the Minister for Social
Development and Employment and the Minisier of ‘Housing with a, detalled scoping
oyercise for reform of basic benefits, Sic&gm\egéﬁaﬁé invalids ~Bensfits, hardship

programmes, Crown debt poiicies and praclices
as identified in recommendation 153 above

.

nd further reform of housing assistance
/\7\” \‘. (_\ "‘,‘ “:

g
™, PN

ST

SECTION 13: OTHER IMPLICATIONS

Human Rights Impiications COT—
155 note that the Working for | Faﬁﬁiii},ijp’acka/gé; _\\ge-stlé"humber of issues of inconsistency
with the New Zealand Bill-of Rights and the Human Rignts Act;

\\'\ Y
156 note that the Ministry~of.S

-~

ol ¢
_ Social Development and the Inland Revenue Department will
work closely with-the Ministry of Justice' to provide justifications for any continuing or new

discriminatory. provistons thai{r%j:ay/;wb\e—edntatned in the Working for Famiiies package;

i
!

157 invite-the WMinisters o

" O

: ! f ance Revenue and Sccial Developmant and Employment t©
issus draffing instructions 10 Parfiamentary Counsel and the iniand Revenue Department

Y,C,\»\D}a\fﬁﬁ*gy Unit-to draft the necessary legisiative amencments to give effect to the above

“ -

< </ gesisions for inclusion in the Future Directions (W orking for Families) Bill
P \v*/ P 'Y N "’/M/

<"C\i,§f{‘578‘/note"’,ﬁ?n\\é'@_\;hé‘)'i:uture Diractions (Working for Famiiles) Bill has a priority 2 {must be
7 passed ifi p004) on the 2004 Legisiation Programme;
s N TS

PR S

N

j\ééf;ﬁiib\féﬁhat the Futurs Directions (Waorking for Families) Bill is planned for introduction on

//,27 May 2004 and the Leader of the House intends to assign a high priority 1© this
V. legisiafion;

. 1180 authorise the Mnisters o Finance and Revenue and Social Development and

— Employment, in consultation with otner Ministers as appropriate, to make decisions on
policy clarifications that arise during the drafting of the legislation.

! T 7 ‘
| P \ . i i
'/*“\ /./ E L i : ",f"‘/ R
SN [ \ St / Ly
SiNe e L SAL
'/ ‘ Af‘ L,«/‘ IIH _\\\
B J T [‘/" h h
Hon Dr Micnae! Culien Steve Mahatey — -
Minister of Flnance and Revenue Minister for Social

Deveiopment and Employme!
El
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Minute of Decision

This document contairs information for the New Zealand Cabinet. It must be trealed in confidence and-handied
in accordance with any security classification, or other endorsement. The information can only be refeased
including under the Official Information Act 1882, by persons with the approprfafe *ufﬁorzfy

Minister of Finance

Minister of Revenue

Minister for Social Development and Employment
(MSD)
(Labour)

Copies to:

Prime Minister ,\ Assomate\MmJ.Ster for Social Development and

Deputy Prime Minister . T Emplsymem {CYE)

Hon Jim Anderton SO Minister-of Y outh Affairs

Minister of Housing ~ S~ Ass oC ste Minister for Social Development and
(Ministry of Housing) 0 Employment (Hon Rick Barker)
(HNZC) Associate Minister for Social Development and

Minister of Justice / j . Employment (Hon Tariana Turia)
Minister of Pacific Isl ancLA&azr’ , /' Assoctate Minister for Social Development and
Minister of Health [ C;/\?‘ Ve ) ~ Employment (Hon Taito Phillip Field)
Minister of Education ‘*u/jv Y. ' ; Chief Parliamentary Counsel
Minister of State Servives— Legislation Coordinator
Minister of Maori Affalr’: Controller and Auditor-General

Secretary, POL

Minister oﬁLﬁbom Ry

Minister of Womfen’é l\szﬂrs Secretary, EXG
Mlm,ste( for Dﬁab;l{ty Issues S Secretary, SDC
M:msmr er Sénior Cxts.zeﬁs \

) ”Fx?efcarm mf S@;:rai Ass;stanue Working for Families Package: Revised
Recmﬂmeﬂﬁateons

Qn%xﬁcpm 20011 following reference from the Cabinet Policy Committee (POL), Cabinet:

mVS‘:;EC?%' ON 1: OVERVIEW
v@cntexf

i noted that the Working for Families package will assist working people, especially low
and middle income families, to make the moest of economic opportunities and share in our
growing prosperity by improving the retums from paid work;

noted that the Working for Families pacnagp complements current government strategies
{o improve growth and innovation, invest in skills development, and maintain prudent
macro-economic and fiscal management,

a2

o

103196v!
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Objectives
3 noted that the key objectives of the Working for Families package are to:
3.1 make work pay by supporting families with dependent children, so that they are

rewarded for their work effort;

-
to

ensure income adequacy, with a focus on low and middle income families with 7>
dependent children to address issues of poverty, especia lV c‘u%d pover@

33 achieve a social assistance system that supports people mto werk' b} 'nakmg SUI‘G
that peopie get the assxstame they are ent}tled to, Wh@n ”ﬁhev\sheuld and Wz\h

Key impacts

4
4.1

42 the In-Work Payment and ihe Ancreases m\thﬁ Famﬂy Tax Credit will provide
zmprovemeﬂts i or&\ mcentwe& es’pﬁcxa}lv for sole-parents;

4.3 the Chil dcam /%s(szstanue chamcres WLH help reduce childcare costs, which can act
as an 1mp©rt&aiwoamerm£mpb§ ment, particularly for women;

4.4 effeﬁqe n‘rargmal tax ratés\(‘FMTRs) will be improved for low income working
/famﬁ*es\eammcxbetwe@n $20,000 and $27.500 a year, thereby improving work
Vs & lnventwes EMTRs will be higher for some middle and h}gher mncome families

N mox prewousi‘r’ eligible for assistance;

h "j:/fnos* a“ff@e erﬁpiovment incentive gains will occur in April 2006, with some gain; -
) fro;m @cmbef 2004 and October 2005,

) 'ffem 2007 around 61% of families with dependent children will get more Family

“Jncome Assistance — around 290,000 families will gain on average $66 a week
(with an estimated average of §95 a week for families with annual incomes in the
range $25,000 to $45,000) from the cumulative Family Income Assistance
changes (ie excluding the Childcare Assistance, Accommodation Supplement and
Special Benefit changes);

around 28,000 families (and 23,000 children) will gain from increases to
Childcare Assistance with average gains of $23 a week per child from 2005;

4.8 around 99,500 Accommodation Supplement recipients will get an average
increase in accommodation assistance of $19 a week from 2005/06;

1G3196vi ' 2
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4.9  using a constant value poverty measure of 60% of the median household income,
there 1s expected to be a 30% reduction in child poverty by 2007/08, and using a
50% measure, the expected reduction is 70%;

5 roted that the tables below present the total financial impact of the Working for Fammes
package on the Crown’s operating balance and debt: /
Operating initiatives {impact on Operating Balance) / 7 O
| vote Revenue All figures are $m, GST/mci&swe wheréﬁaﬁpﬁi@%‘é
| 2003/04 | 2004/05 | -2005/06 7| 2006/07 " (2007/06 &
| Ref | initiative | T "} outyears
" | Pamily Income Assistance - 1l4400 - 582670 8T, [,127.433
Departmental changes 0.100 1)3’ 3:0 b l352§\ \ “1.700 7.700
Total Vote Revenue e.m}eﬁ)@ggm ,_,,,ijgef;{gé:ji’/"890.372 1,135.133 |

' Vote Social Development

&gures are ém G&T mctuswe where applicable

. 2003104 0 \ 2005!06 2006107 2007108 &
| Ref | Initiative . f, ‘/\ < outyears
Family Income Assistance h , L\ (80.266) (113.219) (116.2743
Housing Assistance 63, 996 128.741 141.701 146,215
Childcare Assistance ¢ " 18.801| 31.030 34.23% 34.552
Hardship Asmstance\ / (7364) | (44.947) (75.760) (91.477)
Departmenta)._ cha‘ngés - 39.801 32.223 23.154 20,014
Total Vote Socia u\maygppmeg&t{ © -] 95063 667881  10.115 (6.666)

All figures are $m, GST Inclusive where applicable

2003/04 | 2004/05 ; 2005/06 2006107 2007/08 &
, . S outyears
yy \\A Fannlv}ntﬁ{n Asststance (0.240) (5.035} (7.078) (10.277)
ARG —5
S ‘Tctaf \fotn P{ousmg -| (0.240) | (5.035) (7.078) (10.271)

All figures are $m, GST inclusive where applicable

(\ 2003/04 | 2004/05 | 2005/06 | 2006/07 2007/08 &
ef j Initiative outyears
' /“,}' Family Income Assistance - 0.963 3.942 4.018 4,076
Total Vote Child Youth and Family ; ‘
Services - 0.9863 3.942 | 4.018 4.076
Yote Health All figures are $m, GST inclusive where applicable ;
2003/0& ; 2004/05 | 2005/08 2006/07 2007108 &
Ref | Initiative i outyears
Family Income Assistance - l G.350 1.500 1.400 1.400
 Total Vote Health -l 0350 1.400 1,400 | 1.400

103196v1
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Vaote Revenue

All figures are $m, GST inciusive where applicable

2003/04 | 2004/05 | 2005/06 20086/07 2007/08 &
Ref | Initiative outyears
| Departmental changes i.49 4.57 2170 - |
Total Vote Revenus | 1480 | 4870 2471 o
6 noted that the fotal estimated cost of the Working for Families, naci\aaﬁfwdl be $2”6
million in 2004/05, $671 million in 2005/06, $907 mills 1on/m 2{)0 0? and S@ Qm&m‘n in
2007/08 and outyears; AN
Contingency «
7 noted that a contingency of $5.833 million inv 2894/05 v$8 36q rmhﬂm in 2005/00, $8.056

million in 2006/07 and $8.506 million in 29’&7708 und out\m hgﬁ-/been set aside for the =
Working for Families package to cover ﬁ 2

7.1 residual programme and dp 5 \ N

7.2 development of an onlitie. In~W ork Asmstance\service across the Inland Revenue
Department (IRD) and th&’VLimstr} &f S\omai Development (MSD);

~J4
yel

for Famzhes

ackage:

7.4  pay me*it of”aﬂs;stance t0 \I&IIU ey

x:ap (see paraoramm:s\%\to o7

[ ‘*-V‘ orhmg for Families package;

3 a monitoring ami evaluamon pmgamme«

J i

to measure the success of the Working

fesor mdzvzduals who might otherwise be
unm{en*r@naily dlsadvantaced bw the Working for Families changes, in the event
that Cahﬂet decxdesﬁ*ra}se the Transitional Working for Families Supplement

/ase of contmgency funds is restricted to those issues directly related to the

nuteé that the focus of the Family Income Assistance initiatives is to make work pay and
to improve income adequacy for families with dependent children;

noted that the package of Family Income Assistance initiatives has four main elements:

10.1  increasing Family Support rates;

10.2  inuoducing a new work tested In-Work Payment and phasing out the Child Tax

Credit;

10.3  introducing a new main benefit rate structure for families by removing the child
component from main benefits and student allowances;

[031%6v]
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10.4  increasing the Family Tax Credit;

13 noted that the estimated cost of the Family Income Assistancc‘package is $96 million in
2004/05, $503 million in 2005/06, $764 million in 2006/07 and $1,007 million in
2007/08 and cutyears;

Family Support

A

12 agreed to increase the first child rates of Family Support by $25.00] per week, and the
subsequent child rates by $15.00 per child per week, from 1 ApmﬁEO”{}S,és set out imthe
table betow: r W

Vo | \

Family Support Rates | First child rates chbsgqyén%chrd rates "
0-15 yrs 16-18 yrs /[ 0-12 vfs i z\ }\5 s "\""16.-18 yTs
Current 847 | g2 A 34— $60
g Family Support rates from 1 $72 547 ‘ ] ,$55 £75
April 2005 O ,, |

13 agreed to increase each of the first agd sub5°quem chhd rah:spf Famﬂy Support rates by
$10 per week from 1 April 2007 &S sﬂt\euigm the tabie be]gw

Family Suppori Rates F{rsi chJI ci rateé Subsequenﬁ child rates

/f,\:_'\ 0-15 ).rs 76—1,8 YIB 0-12 yrs 13-15 yrs 16-18 yrs
1) s8a— . <895 $57 $65 £85

April 2007

in-Work Payment

14 noted that thc objmuve/o\f fh?inﬂ&?\ ork Payment is to help low income working families
with. éffpendem children mQV\, into and stay in work;

s \agreed u’om 1 April 2006, 1o ntroduce an In-Work Payment for families with dependent
% ;:hﬂéreﬁ to be/ se&atﬁ%@ 00 a week per famﬂ\ , plus an addltlona $15.00 a week for the

additional dependent
child

rE\?us’nber of 1 2 3 4 l 5 & 7 8 or more
O dEpen deut children |
e /Wg;ek%y;mte ; $60 | $60 | 860 | 875 ] $90 | B105 | 8120 | pius §15 for each

165 “agreed that from 1 April 2006 the Child Tax Credit be closed to new recipients
~ .77 concurrent with the introduction of the In-Work Payment;

17 agreed that when the In-Work Payment is introduced on [ April 2006, all Child Tax
Credit recipients, who are recipients as at 31 March 2006 and who are ineligible to
receive the new In-Work Payment because they do not meet the work hours requirement,
continue to be eligible for the Child Tax Credit under the current eligibility provisions,
uniess they become eligible for the In-Work Payment (ie they are “grandparentsd”);

18 agreed that once & grandparented recipient is no longer entitled to the Child Tax Credit
they cannot become re-eligible for the Child Tax Credit at a later date;

i
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Eligibility criteria

19 agreed that the eligibility criteria for the In-Work Payment be the same as for the Child
Tax Credit (ie recipients must not be receiving a main income-tested social security
benefit), but with the following changes:

19.1  couples with children must be in paid work of a combined Lotal of atleast 30~

hours a week; o

19.2  sole parents must be in paid work of at least 20 hours a week
19.3  eligibility will be extended to include:
19.3.1  recipients of New Zealand Superarm&atlon or\thf* Ptéxan 'S Pensmn
{ o~ <i -

19.3.2  people receiving compensation/foﬂmm of earnings unaeg the Injury
Prevention, Rehabilitation and Compensatwn Act 2@01 and who would
have been eligible at the timg of. therr accz,dent (mjudmg people -
receiving Child Tax Credlt WhOSB injury. oqcun:ea after 31 December
2005 and who met the {n— -\ork Payment haurs test at the time of their
ln}ury) e i A /,/\\ 7

19.4  the definition of a farmly & demendent @hﬁd en WfI mc}ude those for wnom

Orphan’s Beneﬁt bnsuppoﬁed Chﬂd*s B&:

paid; 5
child/ren m”th@ famﬂ/y V.hlﬁh is Go \
Assistance; * :

s
Shared ca re
e,

21 /a Fecaé Ihat where \caref normally has care of a child {or one-third or more of the

<-/\ > ennﬂementpertod that carer is eligible for the In-Work Payment in respect of that child
ST for/every,w cek.in *hv year in which the carer also meets the In-Work Payment hours test

~ /and Ot}par eilglm\hty criteria;

2 agreéd ﬁ“ﬁfthose carers receiving the grandparented Child Tax Credit from 1 April 2006

) )mirst/havﬂ care of a child for a least one-third of the income year to remain eligible for
/< Ahefull amount of the Child Tax Credit;

N x

%a\tement of Family Income Assistance

v )

“‘)%/' agreed that from 1 April 2006 the abatement rate for F amily Support, the In-Work
Payment, the Child Tax Credit (for grandparented recipients) and the Parental Tax Credit
be set at 30% from a threshold of $27,500 a year of gross family income (with abatement
being consecutive, as is currently the case);

Regular Adjustment of Family Income Assistance

24 neted that maintaining the real vatue of Family Income Assistance payments over time is

important to maintain income adequacy for low income families and the effectiveness of
work incentive measures;

102196v1
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noted that the Speech from the Throne signalled the government’s intention to “move
towards annual review of Family Support and Family Tax Credit rates and thresholds”;

agreed that the rates and thresholds of Family Support, and the Childcare Assistance
thresholds (paragraph 49 below refers), be subject to a policy of regular adjustment from
I April 2008;

agreed that the legislation provide for the Family Support rates and thresholds and
Childcare Assistance thresholds to be regularly adjusted by Ordnr m Councﬂ 8G tha:

27.2  adjustments occur when cumulative CPLi moxeas‘*s Smce f&ﬂ last CPI adjuéﬁwem
exceed 5% and that such adjustments wﬂl come, mto Force on I ?‘&pnl following
that date; > : -

27.3  increases are rounded up to the nearest vvho%c d@l ar (but\ sub;ssqu nt INCreases are
calculated on the basis of actual mm‘aase:d/ amounts, not thﬁ e tounded up amounts);

27.4  CPI adjustment periods will be,\caunted’fromi Aprﬁ 2007 in the case of Family
Support and from 4 October 75&3 in the case Gf Cmidcare Assistance,

agreed that the legislation provxées for the ’\/Irmste‘r' Qf\Revenue in consultation with the
Minister for Social Devel /pment@nd Empi@ymer}iﬁo review the rates of In-Work
Payment and the Parenial T ax Credit every ﬂmae ‘years;

invited the Mvnlster of’Revenue to'repor’z 0 th° Cabinet Social Development Committee
(SDC) in due course. Gn/ihe outecme Dﬁﬁm review including making any
recommendatmﬁs 9;1 adJ ustments‘ that may be made to those rates;

.. \

gree@ that ﬁze T@glslauon eeﬁtgm provision for the rates of the In-Work Payment and the
Parevit il Tax Credlt io be ad}usted by Order in Council,

\ / /'\\
agreecﬂ 10 mcre@s,fthe Earml\a Tax Credit on 1 April each year by an amount sufficient to

»’ansure ;hawt coaples do not suffer a reduction in income when moving off benefit into 30

/hours @‘fpa&d work a week, from 1 April 2006 onwards;

l

/m)ﬁ'ed tha‘f the estimated level of the Family Tax Credit on 1 April 2006 will be $17,149

< ngt’a year, and $17,490 net a year on 1 April 2007,

(23
(9]
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noted that main benefits and the Student Allowance currently contain a “child
component” for sole parent and couple recipients with children;

agreed to remove the child component from main beneiit and Student Allowance rates
from 1 April 2005, at the same time as Family Support rates are increased;

noted that the removal of the child compenent from main benefit and Student Allowance
rates at the same time as the 1 April 20035 Family Support rates increase will:

351 provide a net increase in assistance to families with children;
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35.2  move towards a single programme of assistance for children through Family
Support, with common rates, eligibility criteria and abatement rules;

35.3  help ensure that assistance for children will continue unchanged when people
move from benefit 1o work, subject only to abatement based on annual income:

354 help to simplify the benefit system; ~

36 . agreed that from ! April 2005 rates of benefits and Student Allo wanoe/pa,id to SOL@“
parents be removed and replaced with a single sole parent rate o be Eetequai to the ra.xqs
of benefits and Student Allowance paid to soie parents w1th pn»‘* f"kmd ’

agreed that from 1 April 2005 rates of benefits and Studen“AHowancepmd 0 m?med
couples with children be set equal to the rates of ben/eﬁiand Studenl A\llowance paid to
martied couples with no children; : . SR 5

152
=1

38 noted that the changes in paragraph 36 above\arfcct the Lnempﬁm mem Benefit Sickness
Benefit, Invalid’s Benefit, Widow’s Be nefﬁfD@mesuc Purpnses Benefit (Sole Parent),
Domestic Purposes Benefit (Care for S&ck and mﬁrm) and. Smdem Allowance;

39

)

40 noted that further benefl t/sa‘mphﬁ’*aﬁon 13 anv:sageé under the next stage of Future
Directions (see par agraphs LSI Jand 152 be‘iew)\gy:;

Family Support for Peep}e m Rece/pt bf Eeneﬂt

Ny /

41 noted that, due “to/the d” fferem\c\s 2 sment pertods used to calculate main benefit and
Family Suppm‘t e{ﬁﬁe}emenis, somafamzhes may not be entitled to maximum Family
Suppott \Whﬂ\’:’ onbenefit; or COﬁ%FSSl} may face an end of year Family Support debt if
full Parnﬂv Sgpport is pald \&hﬂe on benefit;

42 ’{lﬁted thm the 1ssues in pmagranh 41 above raise income adequacy concemns for an
vy est*m\aied 2,450°F iilies on benefit for part of the income tax year, which will be
“éxacerbated by, mﬁ transfer of the child component of main benefits to Family Support

L. \f{om @rd ?OQ

i,

a«re\ea dqa{,m hen a family is on benefit, and their expected annualised income

(cahulated on a month by month basis while on benefit) is below the Family Support

\s;batement threshold, they be entitled to maximum Family Support irrespective of income
< (\/ derwed in other parts of the income tax year:

[ (44" “Vagreed that those months on benefit where the situation in paragraph 43 applies are not
=/ subject to abatement in the end of year square-up and that a family’s total annual income
is used to calculate abatement in respect of the rest of the vear;

45 noted that when a family’s annualised income is expected to be above the Family
Support abatement threshold IRD will assess entitiement using the tax year incoms basis
that currently applies;

102196v! i 5
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ON 3: CHILDCARE ASSISTANCE

noted that the objective of the Childcare Assistance initiatives is 1o improve outcomes for
low and middle income families with childeare costs by reducing a barrier to work and
making quality Early Childhood Education (ECE) and Out of School Care and
Recreation more affordable;

agreed to increase the Childcare Assistance thresholds from 4 Getober 2004, to the levals
in the table below: A

AR f s L

1 Chiid $40,040 L 544200
2 Children $49.400 §54,080
3 Children | 857,720 $63, 440/ ~

agreed to increase Out of School Care and Baecreafi}on Sub31dv f@S ARS rates {0 match
the Childcare Subsidy (CCS}) rates from 4 O&bb@r 2004 co Iy

agreed io increase all Childeare ﬁxss*:st%mse (*16 CSS and GSCAR subsﬁ}) rates by 10%
frorr 4 October 2004, and by a fuﬁh& I@ from 3 X O&ob CZOOS

noted that the increases in paracrrapb@ above
adjustments in line with moveman’ts in the CRI >

agreed that the Chl&dcare ijsmstance absmce hours cap be removed and absence rules be
aligned with propﬂs ;d\chanoea to, fﬁ% Vnmsiry of Education’s ECE absence rules once

agreed that chﬂldcare {Asskstanc" provisions be moved into legislation, with a
regufanox}—@akmg pow’fﬂeﬁﬂow for the details of the provisions to be set out in
reguf,%ﬂons, <

netmfthat the different 1mpiementa’uon dates for parts of the Childcare Assistance and
\Acccrmmodatzon Suppiemem Packages may result in a small number of Childcare
As&s‘fance re:cspiants becoming worse off on 1 April 2005;

' agreeﬁmaa C}ﬂ dcare Assistance recipients, who would otherwise be worse off because

m@y woul Id Yeceive a lower rate of Childcare Assistance or lose their entitlement due to
ﬁqs A&c@mmoda‘tzon Supplement changes as at 1 April 2005, have their Childcare

102196v)

noted that an assessment of the impacts of the ECE funding proposals on Childcare
Assistance expenditure, and of the Working for Families package on ECE expenditure, is
not straightforward because:

55.1 any behavioural impacts of the policies are difficult to model, for example, some
ECE services might increase fees despite additional ECE funding, and to the
extent that participation declines as a result of increased fees, this might limit the
take-up of Childcare Assistance;

n
n
)

ECE and Childcare Assistance expenditure are demand-driven;
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553 o the extent that the Working for Families package increases labour market
narticipation by parents with children under 6 vears of age, ECE participation is
likely to increase, with costs to Vote Education,

directed MSD, Treasury and the Ministry of Education to identfy likely savings in Vote
Social Development Childcare Assistance arising from the Vote Education ECE funding
proposals, including limited free ECE for three and four year olds, and report to the =~ .
Minister of Education, Minister of Finance and Minister for Social Devﬁ.iopment and
Employment by 31 October 2004, to enable Ministers to make decisions’ on what Sﬁ’v‘HllC’S

are to be transferred from Vote Social Developnient to Vote Educaﬁon {CAB Mm (04 ;( !

117447

noted that the objectives of the Accommodahon Supplemﬁm mruatwes are 10 tmprove
housing affordability for low mcomal\ewﬁeaianders ) U :

> %am& fsiand area unit, A}gkcs Bay-Mahurangi area unit, Parakai area unit, South Head area uni, e,
) “f)\aui\apal\apa area- uthMurlwal Beach area unit, Rewit] area unit, Riverhead area unit, Karekare area

A1 b . . . B « . ) . ,“ - -
] "»F/a:;pa Bey-Mangonui urban area, Kaitaia urban area, Keriker! urban area, Russell urban area, Paihiz urban

“| area, Te Puke Community urban area, Hamilton urban zone, Cambridge urban zone, Te Awamutu urban

Westem Aucklandmban zone S¢thern Auckland urbam zone, Well sford urban area, Snells Beach urban
area, Warkwarth urt}amrea Wa;h\ke Isiand urban area, Watuku urban area, Pukekohe urban area,
Helenswl e Lrbzn/ama Tauranga urban‘area, Wellington urban zone, Nelson urban area, Brightwater

| urban’axea Wakeﬁeid urban® area, Queenstovm urban area, Wanaka urban area, Arrowtown urban area,

Lei gh\area un“t Tauhoa- Puhm\area unit, Tahekeroz area unit, Cape Rodney area unif, Matheson Bay area
Auntt, Kawau area undt,-Islands-Motutapu, Rangitoto, Rakino area unit, Great Barrier Island area unit, Little

" unit, Patuméhoe aré ¢a umt Kingseat area unit, Pokeno area unit, Hunua area unit, Mangatawhiri area unit, !

,Awhtu area “unt, Glenbrook area unit, Otaua area unit, Bombay area unit, Clevedon area unit, Onewhero |
area wnt Maramarua area Unit, Meremere area unit

.“area, Whangare! urban area, Raglan urban area, Whitianga urban area, Whangamata urban area, Tairua
urbén area, Thames urban area, Walhi Beach urban area, Matamata urban area, Katikati Community urban

zone, Rotorua urban area, Taupo urban area, Whakatane urban area, Napier urban zone, Hastings urban !
zone, Palmerston North urban arza, New Plymouth urban area, Feilding urban area, Kapiti urban area,
Otaki urban aree, Upper Hutt urban zone, Lower Hutt urban zone, Porirua urban zone, Blenheim urban
area, Motueka urban area, Takaka urban ares, Hanmer Springs urban area, Woodend urban ares, Rangiora
urbar area, Christchurch urban area, Darfteld urban area, Lincoln urban area, Leeston urban area,
Rolleston urban area, Dunedin urbar area, Alexandra urban area, Cromwell urban area, Nabhra ares uni,
Pencarrow area unit, Kapitt Isiand area unit, Maungakotukutuku area uait, Cloustonville area unit, -

Mangaroa area unit, Mana Island area unit, Makara-Ohariu area unit, Opiki area unit, Tokomaru area unit

Any part of New Zealand not included in Area 1, Area 2 or Area 3.
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agreed to amend the Accommodation Supplement Areas referred to in paragraph 59
above to maintain a part of New Zealand in the same Accommodation Supplement Area
if any of the definitions of urban areas, urban zones or area units are modified by
Statistics New Zealand,

noted that Section 611 of the Social Security Act 1964 gives power through Order in
Council to promote area units or urban areas to an Accommodation Supplement Area
with a higher maxima but not to demote, but will need modification 10 accommodate *"hef’
mcreased number of Accommodation Supplement Areas and their ref’erences to urban

8145 |
Area 2 $100 (no change) | o812 $165
Area 3 $65 (no change) | ' S75 frochange) | $120
Area 4 $45 (noxhanﬁe} $5‘5l§6\bki§nge) $75 {no change)

ey

direet that MSD to re-examing the Accammodaumj Supplemenf maxima set out in
paragraph 62 above and report t@ ‘the Minister. fo oeial Development and Employment
by December 2004 to enabie any reﬁnerneﬂtsbasc& on new tenancy bond data to be

- considered alongside other pnont:es m\the 70135 Budget;

64

65

66

Y L.

‘//\\

S <
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- /> \ _/" T
agreed 10 remo&& th' @b‘aﬁemvm/ef thejccommodanon Supplement for beneficiaries on

the first $80. OO. _pf:’i‘WEek of ncm-tapnpﬁfgmss mecome from 1 October 2004;

noted thai paragranb 64 ,@m wﬂf mean that the Accommodation Supplement is not
abate,d )dntﬂ a rfsc1plent\movesﬁ‘T benefit;

A e
A i

;@greeé to/lowel Ahe Accommodat:on Supplement entry threshold for non-beneficiaries
“from 23 Te fom:enters and boarders, and 30% for mortgagors, of the relevant rate of
fnvahd s Beneﬁﬁp&,ﬁs first child under 16 rate of Family Support where there are

éhﬂdre/l to 75% for renters and boarders, and 30% for mortgagors, of the relevant rate of

~Unempley men{ “Benefit (plus first child under 16 rate of Family Support where there are
cbﬂdzen fmm 1 October 2004};

" noted that for single Accommodation Supplement recipients under 25 years of age the

“relevant rate of Unemployment Benefit” means the single over 25 rate of unemployment
benefit;

noted that the estimated costs of the Accommodation Supplement changes are $63
million in 2004/05, $129 million in 2005/06, $142 million in 2006/07 and $146 million in

2007/08 and outyears;

1
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SECTION 5: INVALID'S BENEFIT CHANGES

70

71

-~
3

73

74

103154v]

noted that the objective of the Invalid’s Benefit changes are to encourage greater
participation in paid employment by Invalid’s Benefit recipients;

noted that some Invalid's Beneflt recipients want to work for more than 13 hours a week
but are reluctant to try because they:

71.1  are uncertain whether they can sustain more work given theiz»“disability; g'f ‘

71.2  risk losing entitlement to the Invalid’s Benefit if they regularhf wﬁrk 15 or mmr)e‘
hours a week (known as the 15 hour rule}; -‘ ‘ '

agreed to introduce a provision to take effect {rom | Jecemaer 20{)4 to. ahow Imaiid s
Benefit recipients, with the prior approval of the CnfeﬂExecutwe of MSD & period of up
to six months to establish whether they can sustam“ 54 cr\mzare hm;ts per wgek in open
employment before their entitiement must be remem i ;s

AN

agreed to amend the stand down prov 1smns‘(mfecﬁwe from’ 1\Dac€mber 7’004) for
Invalid’s Benefit recipients so that they mirrar Ihe exwtmgstmld down provisions for
Sickness Benefit recipients with chmmcgkﬂnesses SO fhat{nvahd s Benefit recipients who
undertake but then have to stop work ”II not, gemeraliv,/faee a stand down if they
reapply for Invalid's Benefit f@r the same szcimessa iy or disability;

noted that the ! ‘vhmster/ﬁ@:ASoula Deve'opmemt 1d Employment has directed MSD to
take steps towards changing the name gﬁnvafﬂi’s Benefit, commencing with
consultation with the; &Sabﬂxts sectgpr and Dther relevant stakeholders;

noted that the (changes o the }'? h@u& ftrfe and stand-down for recipients of Invalid’s
Benefit arefexpecied 1o be cost neutr&l or result in only a small increase in expenditure on
Invalid’s Ber:s?ﬂ\m the shoﬁierm

”/, e -
natf‘tﬁ e Laf t*xe‘ estlmated one-off cost of IT system changes to amend the 15 hour rule and
re- -name. tbe Invalid’s Beneﬁ is $0.5 million (GST exclusiv e) in 2004/05, which is
facbeu:ec% 1nto the dep “‘i'tmental costs of the Working for Families package: -

L dxrect MSD 10 -m(omtor and evaluate the changes to the 15 hour rule and the new stand-
Jdown prfwlsmns "and report on the outcomes to the Minister for Social Development and

En}pl@vmem by December 2006;

no%ed that the changes to Family Support from 1 April 2005 will improve income

“adequacy and therefore reduce the need for hardship assistance for those with dependent

children;
agreed that:
79.1  Family Support be included as income in the assessment of Special Benefit;

79.2  for recipients of Special Benefit with dependent children, the level of Standard
Costs allowed in the assessment for basic living costs (food, power, etc) be set at
70% of the applicant’s unabated main benefit and unabated Family Support
combined;

b2
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79.3  subject to discretian, the rate of Special Benefit for those with dependent children,
be fixed at the amount of deficiency between income and costs or at 25% of the
applicant’s allowable costs, whichever is the lower amount;

79.4  the changes in paragraphs 79.1 to 79.3 above be applied to all new applicafions
for Special Benefit received on or after 1 April 2005 and to existing cases as they
come up for their three or six monthly review after that date (or earlier review on,
a change in circumstances);

80 noted that the changes to Special Benefit referred to in paragrashs 79 tD 793 above
will reduce f8 #o of Special Benefits paid to 31,200 households. wuh uhﬂdremb\x &nv
average of $13.43 a week, compared with the average mcrvase imincome framy {Fe\
Family Income Assistance changes for beneficiaries of §27 S1a week, -and that no
household will have a greater reduction in their Specta’[ Beneﬁ‘t tnan,ihtt anrnaée in their
Family Income Assistance; < ) g

81 noted that in 3 small minority of cases (3% ot 20¢ cases) Qpema? Benent discretion
will be used to ensure that the reduction inf /Spema\;Beneﬁ/t d@es notexceed the increase
in the household’s Family Income Asszstance from 1 Apml 9005,

\\' .

82 noted that the changes to 5peczabBenaﬁLfmm | Apmi\ 5!)5 will be implemented by way
of changes 10 the existing ’vhmstena DJPCCUOH and wxll\not require legislative change;

83 agreed that {from 1 April 2000 Speoi‘al Beﬁéﬁ{ e«placed by a new benefit called
Temporary Additional Suppm't Wlth szmlfar pxomsmns to Special Berefit, but
incorporating the foiéo' ng\ch«an iy

prows}ons/ ) | e

—_— N jcf / NN yeagd S . .
831 a rules;li’&s\ed apﬁr’oach,té ;\gLBjﬁt’y to replace the current highly discretionary

\\d . /

83.2 an ac@ommodazmn loa*dmo of $20 a week which will require applicants to pay the
\/ ﬁrst bZO a week of them net accommodation costs from their regular income;

. /833 an upper {mlt on {he amount of Temporary Additional Support that can be paid
7 D equa /‘EQ JQ%cyf the applicant’s unabated main benefit;

/f L) ‘83 4 A%anaardlsanon of the amount allowed for applicants without dependent children
N (to cmer basic living costs (food, power, etc) at 70% of their unabated main
heﬂeﬁt

“2 limit of $50 2 week (CPI adjusted) on the amount that can be allowed in the
assessment of eligibility for car payments;

& ", “agreed to grandparent existing Special Benefits, entitlements and criteria, from 1 April
"/ 2006 1o ensure that no recipient receives a reduction in their benefit as a result of the
- introduction of Temporary Additional Support referred to in paragraph §3 above;

85 agreed that the grandparenting arrangements referred to in paragraph 84 above be
reviewed by the Ministers of Finance, Revenue and Social Development and
Employment in February/March 2008;

86 agreed that the In-Work Payment and Child Tax Credit payments grandparented under

paragraph 19 above, be included as income in the assessment of Temporary Additional
Support applications received on or after 1 April 2006,

103196vi » : 13
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87 noted that the introduction of Temporary Additional Support and the change to a ruies
based approach from 1 April 2006 will require amendments to the Social Security Act
1964 to:

87.1 legislate for the principles of Temporary Additional Support;

87.2  make provision for Temporary Additional Support to be granted as prescribed by,
regulations;

&7.

AW

grandparent existing entitlements to Special Benefit;

SECTION 7: CONSEQUENTIAL CHANGES TO OTHER SQC AE_ AQSESTAF‘&QE\

Accommodation Supplement .

88 noted that increases in the first child rates of F a;.m \Suop\@m andﬁdjusimbnts to main
benefits rates will result in a partial offsetting redua’aon in ACVGI‘an}i&UOH Supplement
for the families affected by the changes, but“fnaf famz ies w&ﬁ be betta* off averall; e

89 agreed that the increases to the first chzldf?tés @f Famil y Support and adjustments to
main benefit rates be allowed to ﬂowe&iﬁo Accommad‘auaﬂ\Suaplement as described in
paragraph 88 above; : ‘ .

Top-Up Provision o )

90 noted that although avery effavt has bee-& maac\to ensure that the policy changes do not
result in people bed@mmtf fmancmﬂ /worse off, the complexity of the social assistance
system, the w1de/*zmaty of mdmdum mfcnrr\ stances and the phased implementation of
different compo&e;m DYthe paskage make it difficult to anticipate and address every
situation; ¢ p

91 noted L’“Lat a smali group\of\Acsommodatmn Supplement recipients, who gain overall
fmm\the\W orhmg for Famniliés package relative to the status quo, are likely to be worse
fo on N Apzﬂ 2005 “thanthey were on 31 March 2003 as a result of the Family Income

/"’Assfstance cnang&s m\tyoduced on 1 April 2005,

e

N —~

92 b\ reed ‘eha*a Trarsmonal Working for Families Supplement be available to assist

N
.

\” o Accommodﬁtmn Supplement recipients and other people, not yet identified, who would
’ o;hsr\ws&bo financially disadvantaged as a result of the Working for Families changes;

ggjeed “that 2 provision for a Transitional Working for Families Supplement be included
“inlégislation with associated entitlement criteria and other details set out in regulations;

7:agreed to establish a2 new Benefit and Other Unrequited Expenses “Transitional Working
for Families Supplement” in Vote Social Development;

95 agreed that the Transitional Working for Families Supplement be capped at $0.50
million per annum for each of the fiscal vears 2005/06, 2006/07 and 2007/08;

income Related Rents

86 ncted that increases in the Family Tax Credit, first child rates of Family Support, and
adjustments to main benefits rates will result in a partial offsetting reduction in Income
Related Rents for the families affected by the changes, but that families will be better off
overall;

103196v: 14
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97 agreed that the increases to the first child rates of Family Support, Family Tax Credii and
adjustments to main benefit rates be allowed to flow on to Income Related Rents as
described in paragraph 96 above;

Benefit Stand-Down

98 agreed to increase the per child add-on in the stand-down formula for main benefits from
$50.00 to $80.00 per week to reflect the increases in Family Sapport,ra‘cﬂs

Treatment of Family Income Assisiance

9% noted that it is current policy and practice not fo charge Famﬂy Em:on:»e &ssxs&améras
income for assessing eligibility for, and rates of, social as&stancevbut that thzs snot
supported by legislation; /\_\ N ;

100  agreed to continue the current policy and pracuee of om”?xarqmgi?amﬂx\fncome
Assistance as income for social assistance purposes and that thm demszon be refiected in

AN

the Future Directions (Working for Fam;lzcj\B}H\ A SN

101 agreed that a validating clause be mcfuded\m the Future §1repnons (Working and
Families) Bill to retrospectively conﬁmrcu;rent practlce ’
RN
102 noted that the current poucv and practlce of pot.& chargmg Family Income Assistance as
income woulc also app y /to the pmpoqc‘d new Vork Payment from 1 April 2006;

104  noted ihai urrently, some Socml assistance payments use the Invalid’s Benefit rates to
aetenﬁme 4ntitlement but remova? of the sole parent (2+ child) rate will result in a
rmmbﬂr\of beneﬁcxanes no longer being eligible for these payments;

/ﬁgreed that {he L‘urrﬁnt Invalid's Benefit rate structure continue to be used to determine
a venntlemcnt to sneclﬁc second and third tier social assistance and a provision is included
\ n thf; §601al Security Act to allow this;

Ch; ﬁ Suppoﬁ

\}/07 nated that the increases to Family Support under current policy would reduce the amount
o of Child Support to be paid by some liable parents under the current Child Support

formula, which would result in some custodial parents receiving lower payments of Child
Support and the Crown absorbing the cost of lower payments in respect of custodial
parents who are beneficiaries;

108  agreed to retain the current levels of Family Support for the calculation of the living
allowance in the Child Support payment formula and index these levels to annual
increases in the CPI movements, to avoid the effect described in paragraph 107 above;

103196v] 1
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Community Services Card Thresholds

109  noted that the proposed increases to Family Support and the introduction of the In-Work
Payment will increase the incomes of low income households with the potential to cause
an estimated 29,000 existing Community Services Card holders to lose eligibility for the
Community Services Card;

1

[

0 agreed that the thresholds for the Community Services Card be increased from
I Aprii 2003, 1 April 2006 and 1 April 2007 to ensure all current reulpzems remam S
eligible for the Community Services Card; :

111 agreed that the In-Work Payment, as well as Family Suppg”;, Chzid Tax Creézt{%‘*‘e*re
applicable), Family Tax Credit and Parental Tax Credit, be “ﬂ:eatedvas income wﬁen
assessing eligibility for the Community Services Cargib .

112 moted that recipients of the Foster Care Aliowml&‘ '@rphan 5. Benéf t and Unsupported ™™
Child’s Benefit cannot receive Family Suyport for the chﬁcf that aHowance or benefit is
paid in respect of, so will not beneﬁt II‘Om mcreases t;a X amiw Support rates on | April

2003; S

O
113 agreed to a one-off increase of 515 a week to. ’sh\ ‘tas of Orphan’s Benefit, Unsupported

Child’s Benefit and Foster Care A‘r%e’wance ;ﬁlﬂ& mshadmg pro-rata increases o Foster

Care Allowance clothmg,z@hmtmas and \b}rjzh,da} dllowances, and Higher Foster Care

Allowance) on 1 ApnT”’@Q& Y PR .

e PR ]

114  agreed that the¢ne- oﬁ\iﬁcreas ”ref/erretno in paragraph 113 above replace the general
mﬂa‘aon adj ustm@t .that W ould cherms'ﬁ oceur on 1 April 2005, but does not replace the
general mﬂatxan &?ﬁnstmeﬁt that W)il occur from 1 April 2006 onwards;

\\

113 neteezf/that,‘JObe Chﬂd Y@uth\ar*d Family Services funding for the Foster Care Allowance
is based upon projected vlacements as at 30 June 2004 and any variation to this amount
wﬂl be, funded in the. short-term from the demand linked funding initiative of the Baseline

ye ’fRewéW PIOJeCt,aﬁd ithe longer term through the re-costing of the Child, Youth and

N /Family BaS‘ehnﬂ ‘m\mform Budget 2006;

e,

\T 16 7 noted that a’”’?uH review of the payments to children for whom Foster Care Allowance,
N O;ph&n $Benefit and Unsupported Child’s Benefit is paid will form part of the future
fwork programme on social assistance beyond the 2004 Budget;
AN
1 lj/ /fﬂeted that terms of reference for a ful! review of the payments to children for whom
g fff ~Foster Care Allowance, Orphan’s Benefit and Unsupported Child’s Benefit is paid is
oy v bemg prepared for the Minister for Social Development and Employment and the

“ '/ Associate Minister for Social Devel opment (Child, Youth and Family Services) by 3¢

April 2004;
Student Loan Repavment Thresholds
118 moted that the student loan repayment threshold and the part-time, part-vear student ful}

interest write-=off threshold are based on the cut out point and rate respectively of
Domestic Purposes Benefit for two or more children;
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Budget: Sensitive
CAB Min (04)13/4

noted that the introduction of a single sole parent rate of benefit in paragraph 36 above
will have the unintended consequence of reducing the levels of the student loan
repayment and write-off thresholds if the current way of setting them is maintained, and
will result in higher loan repayments being required of people with income over the
repayment threshold and fewer people being eligible for interest write-offs;

agreed that the student Joan repayment threshold and part-time, part year full interest
write-off thresholds be set at the current levels and be adjusted annually in line with CPI
movements to avoid the unintended consequence in paragraph 119 abcme of the pr ,pes

rate changes on student loan repayment and interest wrife-off tnresholﬁcﬁ; i Tl

TION &: DELIVERY ENHANCEMENTS

noted that Cabinet agreed in December 2003 to the FQUowmg cnhancements t@ the
current Family Income Assistance delivery svstem 1 "’Dermtroduced”b*LApm 2005;

automated exchange of information bew; een SD and ERD fo, the purpose of

1dentifying entitlement to fa.zmlv me@me asgzstam:e and w\&vmd double-payment;

weekly payments of family i muom asms‘tance by "IRD \

\\ N i \\‘ \\, g

N R

A ]
121.3 monitoring and responamig"-t\ c_}ag ants’ ;dhangmﬁ\mcome and circumstances;

[EXG Min (03) 14/2]

noted that in relation té me d@msxons in pa}a«frraph 121 above, Cabinet also approved the
following changes m/a/ppraprz afglons Wﬁh amarrespondmg impact on the Crown
operating balanc&and <d<:bi’

$m - increase/(decrease)

2004/05 | 2008/06 | 2006/G7 | 2007/08 &

oufyears

GST

\Depa*tﬁ)em Output C dSS

cépu ] Investment 1,490 0.990 . - oW

‘Jote\Revenue

\\/

/'IE}fO'FIBBHOIj Serwgh 0.100 1.010 0.700 0.760 0.700

P

j{ﬁmded/bx revenug Crown)

Cap:tal‘ Conmbutxons to the
Dspartmem

b

b \;!ste Social Development

~] Department Output Class:

Services to Provide Benefit
Entitlernents and Obligations to
Working Age Beneficiaries and to
Promote Self-Sufficiency . 0.550

0.08G 0.080

{funded by revenue Crown)

Total Operating 0.100 1.560 0.780 g.780

Total Capital 1480 0.880 - - .
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Budgpet: Sengitive
CAB Min {04) 13/4

agreed to the proposed delivery strategy (o implement the Working for Families package
consisting of the following key integrated initiatives:

123.1 electronic transfers of data between the MSD and IRD, to facilitate better access
to Family Income Assistance and to reduce end of year debt;

()
(¥
.

enhancing connections between the MSD and IRD Call Cenires;

—
2
|98
(3

a weekly payment option for Family Income Assistance;

123.4 coordinating information for clients;

[
2
L)
th

new MSD “Working Families Teams™ that wi l‘tocus on dehve;uﬁc face to face
service to 1ow to mrddha income worfkmg f&mzhes 1nch}dmg actively marketing

,._.
=]
e}
X

123.8

noted that in December 2003 Cabmet agreed- that rehis;amon should be enacted by 1
October 2004 to allow ceftam  enhanceme ats idThedellveryf of Family Income Assistance
to take effect, including | the‘\- rzinsfer ofmfomatlbn from MSD to IRD [EXG Min (03)
1412} o l

i
S RN ,.’

agreed that thel Fﬁi\.{e.BIICCILQ/ Wor?ng for Families) Bill include a provisien
allowmg IRD-to gwc/notlcgi to -B\I‘éﬁlplﬁnt of Family Income Assistance of the taking of
an* adverse a@txgn at the @ameime as it stops payment of Family Income Assistance to

noted th\amhts proviszon is necessary in order to facilitate betier access to Family Income
Asmsi:arfce ancﬁtsiedave year-end debt, and that the purpose of the information match
rpu 14 be iargeivde{eat d if payments could not be ceased immediately and without

\glmng tha«pmor n@tzce required under the Privacy Act 1993;

noi:eé\thauhis provision will override the prior notice requirement in section 103 of the
Prwa&y \Act, and that the Office of the Privacy Commissioner has indicated that it is

\opposed to the proposal;

/ '

“noted that the estimated cost of the delivery strategy to implement the Working for

\‘\‘,;\'\v\\‘\v?milies package is $50 million in 2004/05, $46 million in 2005/06, $35 million in

2006/67 and $28 million in 2007/08 and outyears;

SECTION 9: EVALUATION

102196v]

noted that officials propose to undertake an extensive programme of monitoring and
evaluation to measure the success of the Working for Families package over a period of
five vears at an initial estimated cost of around $7.8 miilion {GST exclusive) over the
estimates period, and that provision has been made for this cost in the Working for
Families package contingency (see paragraph 7 above);

g

A

-z,



Budget: Sensitive
CAB Min (04} 13/4

130 directed MSD and Treasury, in consultation with IRD, Housing New Zealand
Corporation and cther relevant departments, o report to the Mimisters of Finance,
Revenue and Social Development and Employment by 30 June 2004 setting out the
proposed evaluation and monitoring strategy, including a timetable and governance

strueture;

SECTION 10: COMMURNICATIONS STRATEGY

131 noted that the Working for Families package will be announced aséeiﬁ,of the 20051;3\/: |
Buéget. N N /~> ";/:/\ b
132 noted that MSD and IRD will implement a joint commum;;aﬁorx straﬁtegy to] raise\pubhc
awareness about the Working for Families package, usmg&"levrsxbn radio, miemet and
print media to target all eligible New Zealanders and /the1r farrmhes :
Iy ’\\ .
133 noted that the estimated cost of the public awareness campzugn {’ﬁ?‘hl&h 18 included in

deh'very strategy appropnatzons in paragraph 143 @e o\w) 1s Sl'l 588, rmihon in 2004/05,

134 tat
Vote Revenue from 20057%‘-0nu*a}d¢'

135 agreed to increase Zundmg‘to meet»fhﬁsosts ef the Family Income Assistance initiatives,
including changes 10~ watly benem> ana Stuéient Allowance rates and the consequential

impacts on othm sacaal asswtanee/,; T

N \\\‘*\*Z, \‘:AEE figures are $m, GST inclusive where applicable
“0wl> 2003/04 | 2004/05 | 2005/06 | 2008/07 | 2007/08 &
/ s outyears
4 @Deratmﬂ Ba}ance in“;&ac} ‘ - 96,301 502.761 763.993 1006.564
]:ve imgact (tax on Beﬂqms) - (3.273) (21.632) (28.596) (29.537
Iotat 3 - 91.028 481.128 | 735397 877.027

approve\tbe ’Iollowm g changes to appropriations to fund the Family Income Assistance
mmau‘ves with a corresponding impact on the operating balance:

¥m - increasef{decrease) g
SO 2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08 & | GST |
o Quiyears
\_j " Vote Revenue
Benefits and Other Unrequitad
Expenses: :
| Family Support Tax Credit -1 108000 520.92¢ 677.860 388,620 | n/a
Family Tax Credit - - 1.250 6.536 6.567 | wnla
Parental Tax Credit - 0.400 2.200 4,000 4.900 na
Chiid Tax Credit - 6.000 2.000 (98.000) (122.000) n/a
- In-Work Paymen - 56300, 288276 349346 | wa
Sub Total Gperating - | 114.4580 582.870 878,672 1,127,432
H03196v] 185
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! VYote Social Development * | i | i
Benefits and Other Unrequrted |
i

| Expenses:
Domestic Purposes Benefi: -1 {19.820) {81,146} {119.834, (123290 wa
Unemployvment Benefit - {3.455) (14.446) (15,198) {(15597) 1 nfe
Sickness Benefit - {1.462) (6.060) (6.439 {6.839) n/a
[nvalid's Benefit - {0,543) (2.289) (2.512
Widow's Benefit 336 (1.304)
Student Allowances - {0.917; £2.69¢
Orphan's/Unsupported Child's ’ i
Benefit - 1.614 | 66M\ R

| Transition to Work S .08 (Q/rﬂé}\ e

! Transitional Working for Families TN e W
Supplement - 0.508.7 "G 300 0500 n'a
Sub Total Operating - (24.4.&&7/ \('fm 898) | (A4n8t {145.811) |
Vote Housing RN } .
Benefits and Other Unrequited ‘
Expenses: e

" Income Related Rental Subsidy \ ‘\‘\\(G:ﬁ/@] (7.078) {10271y 1 n/a

R

Sub Total Operating {7.078) {10.271)

Vote Child Youth and Family [~
Services S

Non Departmental Outpur { Cia{

Family Wellbeing Serwces 0377 0.382 ¢ incl.
Departmental Outht C zrsse o
Care and Protecglonﬁerwe\es - 0.861 3.523 3.591 3.643 | incl,
(funded by 1 rs:venue/ Crown)
Youth Jusnce S\Embes . 0.012 0.045 0.050 0.051 § incl
( funded bv revemue Crown) ™
Sub Totaé Operat.ﬁg o - 0.963 3.842 4.018 4.076
| Vote Heaith v o 1 o~
<’/\, Non\Bepanmeﬂtéi U‘Eput Class
TN \\/Nanonal Servmes ¢ ‘ - 0.350 1.400 1.400 1400 | incl,
- Sub Total Operating -1 e.3s0 1.400 1.400 1.400
N> | Total Operating | 91.028 | 481.0789 | 735487 |  ov6.827

CE D
C%E&fﬁ” Support
VAN

. S /‘/,/ N

37" -noted that legislating for the current Family Support levels in the Child Support formula
Ll “and indexing these to the CPI results in the following reduction in revenue through lower
.~/ Child Support collections, with a corresponding impact on the operating balance:

$m - increase/(decrease)

| Vote Revenue 2003/04 | 2004/05 | 2005/06 @ 2008/07 | 2007/08 &
autyears
| Child Support Coliections . ' 0.050 0.200 £.200
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Childcare Assistance

138

Budge!: Sensiive
CAB Min {04) 13/4

initiatives, with a correspording mmpact on the operating balance:

approved the following changes to appropriations to fund the Childcare Assistance

$m - increase/(decrease)
Vote Social Development 2003/04 | 2004105 | 2005/06 | 2006/07 | 2007/08 & | GST
; -~ outyears |
Benefits and Other Unrequited v N
Expenses:
i
Childcare Assistance - 18.801 S nfe

Accommodation Supplement

136
mltlatwes

ﬁbiuvs-;ive where applicable

zoasfoa 2006/07 | 2007/08 & |
cutyears |
Operating Balance Impact P 128.741 141.701 146219
' No Impact (tax on benefits) 0.652 0.652 0652 |
Total 129.393 | 142.383 |  145.871 |
¥ $m - increase/(decrease)
2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08 & | GST
: outyears
4 '\\Benef' its, and Other- U*lreqm{ed
e "Expensés I
;fAncommodatlon \sup&%}nem -1 60410 | 125293 | 138253 142771 | wa
[tUnemgerntheﬁ . 1619 21580 2158 2158 | wa
E Dxamesmc PLrposps Benefit - 0.728 6.970 0.970 0.970 | n/a
Sx/ckness\Beneﬁt - 0.462 0.617 0.617 0617} n/a
> Invahd s Benefit - 0.z10 0.280 0.280 0.280 | n/a
independem Youth Benefit - 0.024 0.032 0.032 0.032 1 nfa
2 Widow's Benedit -1 0017|0022 0022 0022 | nfa
\::/ New Zealand Superannuation - 0.015 0.020 0.020 0.020 | n/a
Total Operating - 6§3.485 | 128.383 j 142.353 | 146.871

Special Benefit

141

Support™ inn Vote Social Development from 2005/06 onwards;

agreed to establish a new Benefit and Other Unrequifed Expense “Temporary Additional



142
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CAB Min (04} 13i4

approved the iollowing changes to appropriations to introduce the Special Benefit
changes, with a corresponding impact on the operating balance:

t

$m - increasef{decrease)

Vote Social Development

2003/04 | 2004/05

2005/06

2006/C7

2007/08 & | GST

cutyears |

Benefits and Other Unrequited
Expenses:

Special Benefit

(P53
[
oo

e

Delivery and Communications Sirategies

143

1033196v]

approved the following changes to appropriations to ;mple*nent the Wi orkmg f@*

Families package, with a corresponding impact on the p?:ratmg baia&@\

7

o N

LA $m/c hcreasei(deurease}

2003/04 ZQ{MIQS

72005/08]

28&8%07 200708 &

outyears

Vote Revenue

Departmental Output Classes:
Information Services

(funded by revenue Crown} —.
Revenue Assessment and C@iﬁé;f(:\tiqﬁ“\

8.250

2.750

1750

incl.

inel.

12.829

11.000

7.0600

Sub Total Operaf:mg AN
Vote Revenue P ™

Capita} Contnbutmn/fo fhe -
Department . "= 'y

Capital Inv estmem“'v

3.580

2,171

n/a

Sub Tofal Capﬁai

3.580

2474

\“Depanmemaf Outpuf CEdaSCS/

o Prommec/S\elf/Sufﬁcxency

Vote Somat@eveiqpm ent

Senmces to Provche\Bene‘ﬁ
E’Ell}ff lement§ and Obligations to
Workm,g?%ae ‘Beneficiaries and to

{ﬁmdéd b\,‘re\/enue Crown)}

Pohu} and Purchase Advice
[funded by revenue Crown)

-t 38.835

- 0.416

31,727 |

0.416

23.074

19.934

incl,

incl.

" Sub Total Operating

-1 38.251

32.143

23.074

19.834

' Totat Operating

- 48.571

44.972

34,074

26,934

Total Capital

3.580

21471

il
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144 noted that included in the costs in paragraph 143 above are the following costs for the
delivery strategy for Vote Revenue:

Al figures are GST inclusive where applicable

Vote Revenue 2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08 &
putyears

Operating - 5382 9.454 70007 <
| Capital . 3.580 | 2.171 e

i45 1451 agreed that the drawdown of the Vote Revenue dalw ery<51raiegxf co‘sts\as seumt
in paragraph 144 above for 2005/06 and outyears be\conﬁngem on the‘i’epw
referred to in paragraph 145.2; ~ 2 )

1452 directed [RD, in consultation with Treasm‘}\\t@”re:)ort ‘cog«su‘ﬁ ‘\Tmsters by
December 2004 with detailed zmplementaﬁmn\o\}ans for sy stgms Changes required
in 2005/06 and onwards with a VISW'-EO\EICF uazmg mmhng levels if required as a

result of the report;

146 noted that mciuaed in the costs m parag;'aph 1&3 abm&e are the following costs for the

JR All figu‘res are GST iﬁc‘iUswe where applicable

Vote Social 77.2003/04 | <2004/05_ T 2005006 | 2006/07 | 2007708 &
Development Yy A ST oufyears
Operating ) 29.330 20.824 19.934
Capital O - - -

/ ‘\ L — N \\/’
~2n

147 147.1 Eaﬁreed Tha* the@;éwti% of the Vote Social Development delivery costs as set
< »omm paragraph 1\46 whove for 2006/07 and outyears be contingent on the report
\referrea to m p agraph 147.2;

RN Y
s 37 2 &LreeﬁedMSB in consultation with Treasury, to report to joint Ministers by
< Decambpr 2005 on the observed take up of non-beneficiary assistance and call
g e%trq v@iumes with a view 1o adjusting funding levels in 2006/07 and outyears if
r \gmred as a result of this report;

148 . mested that included in the costs in paragraph 143 above are the following costs for the
‘Qommumcations strategy:

TN $ miliions, GST inclusive

o’ [ Communications Strategy 2004/05 2005/06 200807 |
Ministry of Social Development 7.650 2.813 | 2.250
Inland Revanue 3.938 3.375 1125
Total 11.588 | 6.188 3.375
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148 agreed that a Future Directions contingency be set aside, subject to the conditions in
paragraph 8 above for policy and delivery changes and for the costs of evaluation and

monitoring, as set out below:

Ali figures are GST inclusive where applicable

20G3/04 2004105 2005/0¢8 1% 2008/07 2007108
E ' &
| outyears |
| Future Directions contingency ' - 5.823 559/{‘ s

I~ . \_/

150 1501 neted that the contingency amount provides for Eb ;}th\onwnne apphca?tmnm

1502 directed MSD, IRD and Treasury to report 1o Mmlsters bv D&embvr 2004 on the
funding required for the jeint on-line apphcatmn

SECTION 12: FURTHER REFORM

151  151.1 noted that, beyond the Working: fcr Pamihes pa&kﬁgﬁ: the following streams of
work need to be progressed. m@rder tQ ensura t“hatthe\soczal assistance system 18
able to meet its ob}ectwes nd ouwcemeq

\

151.1.1 reform of basxe beneﬁts

g

i51.1.2

151 2\ m)ieé that the MlmSier for Social Development and Employment, in consuitation
“ . \wth the MmSLer\of Finance, will submit a brief paper to Cabinet on Monday 3
“May 2004 ou{hnmg the indicative benefit structure that is intended to result from

theA\ey ork t@\be carried out under paragraph 151.1;

\YS%\ dﬁrecte&\MSEJ Treasury and relevant departments to report back by 30 July 2004 to the
N Mm}s’ter&af Finance, Revenue, Social Development and Employment, and Housing with

ad@taﬂ“@f scoping exercise for reform of basic benefits, Sickness and Invalid’s Benefits,
azdshm programmes, Crown debt policies and practices and further reform of housing
>assystance as identified in paragraph 151.1 above;

.\\ V4

SEC PfON 13: OTHER IMPLICATIONS

Hﬂman Rights Implicaticns

noted that the Working for Families package raises a number of issues of inconsistency
with the New Zealand Bill of Rights Act 1990 and the Human Rights Act 1993;

[
i
12

154 poted that MSD and IRD will work closely with the Minisiry of Justice to pravide
justifications for any continuing or new discriminatory provisions that may be contained

in the Working for Families package;
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Legislation

16%5
L2

158

Secretary of thq@alﬁﬁ’_e_gt-

031646v

imvited the Ministers of Finance, Revenue and Social Development and Employment to
issue drafiing instructions to Parliamentary Counsel and the Inland Revenue Department
Drafting Unit to draft the necessary legislative amendments to give effect to the above
decisions for inclusion in the Future Directions (Working for Families) Bill;

noted that the Future Directions (Working for Families; Bill has a pno ity 2 {must be. "
passed in 2004) on the 2004 Legislation Programme; «

noted that the Future Directions {Working for Families) Bill is }ﬂalme/d for m?rbduct*o*i
on 27 May 2004 and that the Leader of the House mtenas 1@ aSsm 2 hxgh ;ﬁemwm this
legislation;

authorised the Ministers of Finance, Revenue and/SQmai Deveiopmﬁn\t and
Employment, in consultation with other ‘\/hmsters as’ appwprlatuto maﬁ@ﬁemsmng on
policy clarifications that arise during the draﬁmcr Qf thp 1eg1slam'h

noted that the Minister for Social Developmght\and Em"*l'c\f enﬁndxcat that the
proposals will be the subject of consultation, with the Og’vemmeﬁt caucuses, and that
consultation with other parties represenied it Parham@ﬁt 1s not required.

Reference: CAB (04) 162; POL Min (04) 8/2




