
MINISTRY OF SOCIAL 
DEVELOPMENT 
TE MANATU WHAKAHI ATO ORA 

Dear -

- 2 MAR 2020 

On 3 February 2020, you emailed the Ministry of Social Development (the Ministry) 
requesting, under the Official Information Act 1982, the fol lowing information: 

• A copy of the Regulatory Impact Statement (or anything that has the same 
purpose as a RIS but under a different name) circulated prior to Temporary 

Additional Support being passed into law. 

Temporary Additional Support was introduced in 2006, replacing the Special Benefit, 
which was highly discretionary, with a rules-based payment. Temporary Additional 
Support exists as a last resort to meet costs which cannot be met from another 
source. 

Attached is the Regulatory Impact Statement provided to Cabinet in 2004 when the 
introduction of Temporary Additional Support was initially agreed to as part of a 
wider suite of reforms to the welfare system. 

Another attachment to the Cabinet paper is also provided as this contains contextual 
Information regarding the change from Special Benefit to Temporary Additional 
Support and the impact of the change on Special Benefit recipients. 

Please note that the information contained in these documents refers to the Special 
Benefit at the time of the change. This does not necessarily reflect the current 
administration of Temporary Additional Support. You may be interested In the way 
Temporary Additional Support is currently calculated, which is publicly available 
here: www.workandincome.govt.nz/map/income-support/extra -help/temporary
additional-supportlcalculating-the-rate-of-payment-01. html. 

The principles and purposes of the Official Information Act 1982 under which you 
made your request are: 

• to create greater openness and transparency about the plans, work and 
activities of the Government, 

• to increase the ability of the public to participate in the making and 
administration of our laws and policies and 

• to lead to greater accountability in the conduct of public affairs. 

This Ministry fully supports those principles and purposes. The Ministry therefore 
intends to make the information contained in this letter and any attached documents 
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available to the wider public. The Ministry will do this by publishing this letter and 
attachments on the Ministry of Social Development's website. Your personal details 
will be deleted, and the Ministry will not publish any Information that would identify 
you as the person who requested the Information. 

If you wish to discuss this response with us, please feel free to contact 
OIA Reguests@msd.govt.nz. 

If you are not satisfied with this response regard ing the introduction of Temporary 
Additional Support, you have the right to seek an investigation and review by the 
Ombudsman. Information about how to make a complaint is available at 
www.ombudsman.parliament.nz or 0800 802 602. 

Yours sincerely 

Bede Ho 
Policy Manager, Income Support Policy 
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Appendix$ 

Special Benefit 

104 Special Benefit alleviates financial hardship by providing discretionary financial assistance to 
people with special needs or abnormally high levels of commitments whose ongcmg need$ 
cannot be met from their regutar income. 

Famny Support related changes to s,,.~111 Bendt 

105 The increase in Family Support will directly address hardship amongst the beneficiary 
population with children and will therefore reduce the need for extra assistance tijrot.lgb 
Special Benefit. It Is therefore approprtate for adjustment$ to be made to the level of ~ial 
Benefits being pajd to families to reflect their in<.r8a&ed Family 8'JPP,5l"· This wil r:equire a 
polk:y change bec.ause Family Support Is currently not ch•d aelheome in ttj.a as&essment 
of Special Benefit 

106 We therefore propose to include Fam~y Support a& ee i n the a~essment of Special 
Benefit and to standard~ the amount allowed In 1~ · ument for ,m~-with children to 
cover basic llving ooats. The standard cOlbs_~D-~set at 70%taf ~ ~t's unabated 
meln benefit and unabated Fam~y Support co~~ 

107 We also propose that, for those with chi!Q.ren the rate of Spactal Benefit is generaDy fixed at 
the amount of the deficiency between i~e and costs, ol .26%,of tne applicant's allowable 
coats, whichever is the lower. JV. pre~ ttie rate of ~a~ ~eneflt ia generally fixed at the 
al1lQUl'lt of deficiency between income and costs or. 3~ of the applicant's aUowable ooeta. 
whichever is the lower. About j23'f> of Special ~ '~d to those with children are paid at 
the rate of 30% of allowable cost,. Unles, th..1'~0%-r,u'\e 1s changed these famiNes will not 
have their Special Benefit ~tecf fo recognise ure, improved fioancial po.ition as a result of 
increased Family S~ '{ay{nants and woukl, tri'erefore be treated more favourably than 
other recipients. 

108 The proposed red'~op from 30% 10 25% of eDoweble casts when fbc:lng the rate of a Special 
Benefit wiJI ort!J~plyto the ~~ ~ents with children. Although not Involving a change 
In legis!atfon,~<fifferert ~menl la prime facfe d\scrlmlnation on the ground of famity = ~~ 1G a riek thatl is not Justified in terms of eectlon 5 of the New Zealand Bill of 

109 "Aleff new rules v.i!!, appl to an new applications for Special Benefit received on or after 1 
~2005, and for-~~g c:aaes aa they come up for their three or six monthly review on or 
after that date (6r ~ on a change ot drcu~). Individual ctients will be informed in 
writing at thit,.~e~tha incr&a&es in Family SUpport that the next time their Special Benefit ia 
revia,ed rat~ be adjusted having regard to the increase In their Family Support. 

11 O Th~ {;tiir,ges to Special Benefit Will result In savings of $5.5 minion in 2004/05, $21.8 
mff~in'2005!06. $25.2 million in 2006/07 and $25.6 million~ '2007/08. 

111 We al&o propose to include the new In-Work Payment as income for all new applications and 
eJ sting cases as they come up for revtew on or after 1 April 2006. Thia wHI generate 
addtional savlnSJS of $3 miRion a year. Further proposed Family Support increases in 2007 
will automatically be taken into account under the new rules. 

@::J 
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Impacts 

112 1he combined impact of the Special Benefit proposals is as follows: 

Table 12! Combined lmpact of Special S.neflt proposals 

78% 

N 
Number or Special Benefits which wil require individual case 
ma void an overau 

113 The Family Support related changes wHI reduce 78% o1 ttie S~ Benefits tleing paid to 
those with children (Le. 31,218 casee) by •n average of $\3.43 a wetkt compared with the 
average increaae in Family Svpport for beneflcia* of S27.51 a week. People WJlho4 
children on Spe<.ial Benefit will be unaffec:ted. E.lgbtyiWo peR)&nt <:A the affttc:ted dients will 
be sole pa~ and 18% couples with children. 

114 In no case (including cases where dlublt~ c::osta e~ inchJded In the Special Benefit 
assessment) will the amount of the reductlo(,1 exeMCI the ~e the household will ~ 
In their Family lnoome A&sls1anoe fro(o~ APII 2005 i~ taking into account the p-oposect 
removal of the child component d ~ from that date • The proposals will have no impact 
on Special Benefit recipients wtthout dhildren. A smal mnority of ca~ {3%) wil requlnt 
individual ceee man~ to ensure that ttMJ ra:luction In their Special Benefit doea not 
exoeed the ov«al tncrM,e il\thelrfamlly income aNlstance from 1 April 2005. 

Furthtlr CbllnflN to Specla/ B.,,.,,, from 1.Aprll. 2otM 

115 As noted In par&Ohl~ 104 ebove; the purpoee of Special Benefit la to alleviate frnanclal 
hardehip by p~Y19 di~ ~nee to people with special needs or abnormally 
high levels of fir)andal confmitments whose ongong needs cannot be met from ttleir regular 
income. l1)8tead of lalt ~ ~ to a small m1noflty ~ beneficiaries. the benefit has 
incte111!ng6,, over the 18,t f,tmontha, become a general income top-up. The avera~ grant is. 
f"'1W $53_.> week and 1he number In force has bUrgeoned from 16,718 at 26 July 2002 to 
45,682 at 27 ~•ry 2004 (an increase of '1V#Jf 1700Ai in 18 months). The number of 
~ i1 estm~ to oontinue to grow. The ratio of wor1tlng age beneficlerle& re<:eiving 
Spec,al Benefit Is now 1 :8, oompared with 1 :23 in August 2002. 

116 While tt,e-escalatlno number of h<xlaaholda receiving the benefit has ptayed a critical role in 
~d{(lQ 10 indivkh.181 caaes of hardship, it ha& highRghted the following fiscal. legal, 
pel}ve,Y and po6cy naks: 

ar,nual expenditure on the benefit has risen rapldly since mid 2002. Expenditure Is 
estimeted in OEFU 2003 to r~ach $178.2 million by 30 June 2005 compared with $49 
million In 200,102 and $83 mllllon in 2002/03 

• the highly discretionary natur-9 of the benefit re~lts in inconsistent deci$ion making. 
Decision& are frequently being challenged through the review and appeal system and 
through the c:ourts 

• administration of the benefit i5 $taff intensive and the esealating number of benefits haa 
put ina-eased presaure or. administrative resources. Proce~n9 application& and reguter 
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reviews of existing benefits are lmpectlng on the amount of time available to MSO staff to 
administer other services, including employment services 

• research indicates that Special Benefit is a relatively poor instrument for addressing 
hardship 

• because the benefit is available at high monetary rates, and is subject to a cfallar for 
dollar abatement for earned income, it is reducing work incentives. 

117 Though the proposed Family Support related ct'langas above wtU reflect the increase in 
Femi!)' Income Assistance, these changes will not dlrectfy address the ongoing risks around 
Special Benefit Without change these risks will persist, and probably increase. as ttie 
number of Special Benefit• 11'1 force corrtinues to escalate. We propo5e the following short
term changes to address the issues outlined in paragraph 116 above: 

Rules based approach 

118 When Special Beneftt was 1il1it introduced in 1975, it was or{ly taken up by a smatt number of 
recipients, making it feasible for grants to be d1scret1o~ry ~d t>a,ed on the individual 
c:ircumstances of each case. This discretion '!!99_ administered cet1trany to ensure 
conastency of decision making acron the country: Greatly increased W>lumes, however, 
necessitated the decentralisation of tne prov.lslor:I to a local le'!.81. lbe S9nt1nued rise in the 
number of tienefrts has made it increasingly drfflt1ll!. to achieve co"!ts(_ancy in a discretionary 
deOSion-making environment. OisctetiOnary dedsions are ~uently being challenged 
through the review and appeal system apd'~h the Cou,,ts. 

, 19 A rules based approach is required to..ad:lieve con~~ deci$ion making. to make the 
proceae mo-re transparent and to reduce the legal ,...k or policies being overtvmed because 
they fetter diecretion. The circumstances of Special Beoefit applicants vary from case to case 
and aome rneeaute of discretio~ end judgement Is appropnete to determine Whether the 
pat'ti<:utar circul'Mtance& .of ~~plicant wa~ n a ghmt. However, this oould be effectively 
achieved at the formuta ajsessment ,US~ by deciding which costs to allow in the 
a8MMffl8f1t. Well ~ stringent ~.,,round es6ential outgoings would enture that a 
formula deficiency, i;... fnie refleetiol'.) o(,a a ient's fil"\ancial 8itU8tion. 

120 We therefore"~ to reJ>l898 SJ)e()UII Ben&fit with; new rules based benefit, including a 

=
.,. to grant assl$en(:e if there Is a deficiency between income and essential 

. This ,:r~ mayltave lmplicatiOns for the health sedor, partiC'Ularty for Vote 
He • Ju d servlces,for peo)le with disabilities. We will therefore be consulting with the M3a~of Health, anii_,.oiher retevant departments. on the proposed de8ign of the new rules 
b benefit 

121 ft will be im~ to preserve the temporary natu,e or Special Benefit and the e>Cisting 
obligation, ·on recipients to actively seek ways to reduce their costs or increase their income. 
Offi!V:·ats wl~ ~idea further report back to the Minister of Finance and the Minister for Social 
Def ~} and Employment on how this will be achieved in the rules based enviromient, 
~;~ ~'rii 2004. This report ba~ witl also cover the possible need for a residual discretion 
~ fQJ a more <:omprehenslve case management epproach to reinforce the client's 
aWationa. We will consult with other relevant departments as appropriate. inctvding the 
Mlhistry of Health. 

Chsnge to hardship nsessment 

122 As noted in paragraph 116, research Indicates ttm Special Benefit is a ,etativetv poor 
instrument in addreMing herdlhlp. ~ is largely due to the faot that the exieting esenement 
tool doee not p-ovide a rea1iltic measure of the likelihood that a household i8 e~encing 



BUDGET:SENsrTIVE 

financial hardship. The means of assestlng housir,g costs in particular ha meln1 thM eorne 
c:lients with only a very amau defieiency are receiving tt,e benefit. 

123 Applicents for the Accommodation Supplemant and Housing New Zealand Corporation 
tenants are expected to spend the fi rst 25% of their income on accommodation eotta. The 
effect of the present assessment of hardship can be that Special Benefit pays some or al of 
these costs rather than the applicant. In et1ec:t this circumvents the policy intent of the 
Accommodation Supplement end Income Related Rents. 

124 HistoricaDy, this issue was addressed by lmpos!ng a standard deduction requirement that 
Spectsl Benefit appllcanta have a deficiency between Income and coats c:A at leaat $45 • 
week before quaifying for the benefit. This amount wn subeequent1y reduced !,ll,\ij 111 
aboHtion in 2000. The policy objective underpinning this appro11ch wa& to ln'mt payment of the 
benerrt only to appl1Cente with a ilgnffi~ant gap between their income and c:osts. 

125 A comprehensive reVMtw of hardship provisklns 11 propcteCS fOr Ptiase 2 of the FUIUre 
Diredions project We will consult with relevant deparirnents on the pmposad wotk 
programme for this review, for report l:laek to Joint Mlnlste~ 30 July 2004. In the in1erlm, 
we propose im;,osing an accommodation loading /cf $20 a week Unll'Ke the sta~ 
deaJction, this would directly reduee ben@fltS ty $20 a we•k for all recipients wllh 
ecxxmmodation cosas, not just thole with• r'9~1Nety 1maY ~CcY- This approaeh will 
enaure that all recipients make some co~ their eccon:,moc,atlon cost& from their 
regular Income, and would be consiste}lt w11ti A<;commodation Supplement and Income 
Related Rents policy. This proposal ilfao diredfy addresHS re&ea~h findings that there a~ 
dien1S with only a very small deftciency l'eQeivi119 Speciaf ~enefit. 

LJm/t,ng rates 

126 Cu,rentty, subject to dlsc,-tiq_n, thil tata af Spectll Benefit ii generally fixed u the amount d 
detiaency between income. a,,,i\d commitments or 3P% of ttie applic;ant'a alowab\& costs {2se.4 
for thoee with childr~J~ ApriJ 2005), whk:h~er is the lower amount Thfflt Is, howeY9f, 
no monetary upper tint. wJ'iich has ~tfled In a number of beneficiaries rea1ivlng higher net 
incorrMt$ than m-,y ful-ttme mernt)lt'9 ~ the wonrnm:e, reducing incentives for them to move 
into employment. N.w Zealand i8 the ontt country we are awant of that has an open-ended 
h.trdship ~ About-&% of seclptent• (aboUt 3,800 households) are receiving Special 
Benefit of over l100 • wvek: 

127 We~ setting an upper limit of 3()-A, of the epplicant'a parent benefit. Thia woukt help 4 
al!eviala lhe incentives lave by preventing beneficiaries receiving inappropriate levels of 
nsiltance. but (lC!ntinut f9 provide a reaaonable maximum levet of assiltarlee. For example, 
~ed on currer.( ~neftt rat&s, It would reautt in a limit of $75. 78 a week for a person on 
Domestic P~• Benefit with two or more dependent children. Almost 80% of Special 
Benefib are~--' less lhan $75 8 week. 

128 SQfflU ~~ts With a high Special Benefit have a large deficiency resultfng from di1Mlbiity costs 
l" •~ of the maximum rate of Disability Allowance (about 11% or Special Benefits have 
~ coats inducted in their aseenment). This reflecla a rA.Jmber of factors, includlng the 
f~~ons of the existing Disability Allowance. These issues wm be C011$ider9d In the review 
of siekn8" and disabifity social assistance. which is proposed as part of Phase 2 d the 
Future Diredton& project. Grandparenting provisions wtH protect exl1ting recipients. The 
report to Joint Ministers by 30 April 2004 (raferrad to in paragraph 121) will alto oover the 
need for a reaidual discretion to exceed the 30% of main benefit limit if the appficant has 
<fisabiity oosta whlc:h cannot be met from the Disability ANowance or tlYough the Hedh 
syetem. 

·' ' 
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Standard costs 

129 Currently, when a868Ssing a person's eJigibiNty for Special Benefit. a standard amount is 
included In the formula to cover basic everyday Nving costs such as gas, electricity and water; 
food and grocery coets; hoU8e contents insurance; and clothing. This approach ensures 
consistency of asse$Sments and avoids incfividval dients having to provide d&tai!s of what 
they epend on basi<: Rving costs. However, the current standard (X)Sl& vary across and within 
benefit cacegorie6 generaRy ranging from 80 to 70% of the main benefit. There is no sound 
policy reason for these variations. 

130 As pan of the Family Support related changes to Special Benefit arising from tt\e incre~ 
rates of Family Support from 1 April 2005, it is propoaed that the level of Standard Cost5 
allowed for basic hvmg co,ts for thoN with ctrildren be et&nde.rdised from that date at 700/4 o~ 
main benefit and unabated Family Support combined. We p--o~e that for th' cenrainlng 
34% of Special Benefit recipients without dependent children, ttie amount allo~d for basic 
tiving com abo be standardised at 70% of main benefil 

131 This approach would be consistent with the propoaaJ for~ with children. It ~uld also fit 
with the percentage of benefit that recipients cf lncgme Related Rents and the 
Accommodation Supplement are generally expectedt to use for their acq:,mmodation coata 
(25-30%). 

car 1)4Yments 

132 If an applicant for Special Benefit purctta~ car prior ;o corrnng onto benefit or a car 1$ 
needed for employment, training or 9i_sa~llty purpoaes ~nd'no suitable public transport is 
available. the ongoing car payments are Jnduded in ~e costs. Twenty-one percent of 
Special Benefit recipiem have c;ar reAayment& tn~~~ ai an allowable cost 

133 There ie no upper fimit on tn+ amQunt thet ean be ·nduded as car payments. which hn been 
the cause, in some cneJ, ,i u~sually high allowable costs and assessed deficiencies. We 
therefore propoee to 11ml rthe ear pay~ akowed In Special Benefit asses~ents to no 
more tt\an $50 a week:.(CPl'adjusted). Thlf lftI)6unt would service the debt for II ca, valued at 
$5,000 or lesa. ~~Ida living in ~'ate areas who may need a more expensive car to 
cope with rural i• . generally have otner e>epenses that a.-e tower (eg accommodation 
costs) to oom~ 

• lnttoduc6on of't~ntfJOflJ/Y Additionttl Siippolt and g,eooparentlng a"angements 

134 W~ propose to pacf(age y,e above policy change& in a new benefit called Temporary 
!\sfdttto_nal Sit ~pew benefit wU1 only apply to new eppli~tions. The new neme wi~ 
give a clear sign t_hat a clfferent form of hatdshlp aniatance will apply from 1 April 2006 for 
new appl~fs t weU a emphasising the temporary nature of the benefit. Exieting 
recipients' 6f\1~!rlint to Special Benefit will be grandparented to prevent any reductions in 
benefit ~~ • a reeult of the changn. They will continue to reeer.1e Spedal Benefit 
sut:,JHt,to,exlcting rules. 

135 bran~ntlng will protect the Special Benefits of an estimated 51,000 recipients. Based on 
~r,v$1l attrition rates, 90% of theee cases wil c:eeee ...nthin two years. The grandparenting 
at1,;3ngements for the remaining 10% will b& reviewed by the Minister of Finance and the 
.M(nister for Sociel Development and Employment In February/March 2008 

Legislative implk;ation:1 

136 The FamDy Support related changes to Speciel Benefit from 1 April 2005 will be implemented 
by way of c:hanges to the existing Ministerial Direction and win not require legislation. The 
proposed change from 1 April 2006 to a rule& based appr03Ch wift. however. require 

[EJ 
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legislation. The preferred approach is to amend the Social Securtty Act 1964 to replace 
Special Benefit from that date IMth provision fot the new benefit cated T empo,a,y Addition ii 
Support (with provision to gnmdparent the entitlements of existing redpiente by sa"1ng the 
c:umtnt Sr:,ocial Benefit provisions under the existing name of Special Benefit). The iangec 
would f'ldude the general prin<:;iples of T•mporary Ad<itional Support and make provision for 
it to be ganted as prescribed by regulations. A similar approach Is proposed for childcare 
assistance. The naw Tempora,y Additional Support provtsions and reguations would apply 
from 1 April 2008. 

137 The intentlol"I i$ to include the amendment to the Social Security Act in the Social $ec:(Jrity 
(Working for Fam~1es) Amendment Bill legislating tor the changes In femi neome 
assistance. 

Financial implJcatlons 

136 The estimated savings from the Special Benefit changer, incfuding the Accommodation 
Supplemoot related adjustments are $7.364 m1U.on in 2004/05, $45.B32 mUlic,n in 20M/06, 
$77.045 milnoo in 2008/07 and $81 .812 million In 2007/08. • 

• 
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Appendix & 

Regulatory Impact Statement 

Statement of the nature and magnitude of the problem and the need for gcvemment action 

200 Many fam~les with ch~dren have insufficient money to provide an adequate standard of living. 
Income adequacy i8 particularty important fOf families with dependent children to ertSure each 
child's wellbeing and positive development. 

201 Al any ooe time. more than one quarter of all dependent children in New zeaiarlc are 

::'::! =~•:UU:e:.1
:/ be~~e::::5°~:;,~~~n~ :~~t~ 

liw,g standard& than other famffifl. There ia increasing ~~ati&al ~ that the 
negative effect. of po'let1y on children, particularly youn~t bt\tldren, Intensify ttre longer a 
fan"lily ia poor . 

202 Many iamilies with children on IOw incomes haye ineufficiant morl@Y to provide f0t an 
adequate standard of llving. Income adequacy fl!Y pdrticularly im~ot for familiH with 
dependent ~lldren, to ensure each child's ~~'lni and posi~ development. There is 
increasing eviden<:e that the negative effecta: of poverty on childr,n, psrtb.llsrty younger 
children, intensify the longer a family is poo:r. 

203 A significant number of low income ~~ ate exe9~ housing dordabifity problems, 
whrch fer some. are persistent. Pe70pfi on lqw lq~ are increaslngly having their 
accommodation co8tl met th~t\ a combi1atlon..-of tJotfi Accommodation Supplement and 
Special Benefit. There is !~~ p,_,.,,,e ~ Accommodation Supplement maxima in 
high-priced houmng ~ ,ana 1he ~ft oommocletiori Supplement areas and 
groupings of tocaRtiea !hi~ are not ~~-

Statement of the pubfic RQicyobJectiVN 

204 The o~ef(i . ·Wotking for . am{lles package ere to: 

• make~~. by ~r tamDles with dependent chilctren, so that they are rewarded 
}; ~~ ~ involves better eflgnment of benefits and in-work support 
~ F~_,y . ,~~ Assistance. Childcare Asslstanoe and Acoommodation 
~nt) ~ ~ peos,le are better off N a result of the work they do 

• ensure~ cy, with a focus on low and middle inoome families with dependent 
children, to address issues of poverty, ns:,ecially chlld poverty. The package 
aJlo"" llaing affordability problem$ by tMponding to the increased cost of 
~ for low inoome peopfe. end 

• ~aoceoclal naistance system that euppoew people into work. by making sure 
get the ani&1ance they are entltied to, when they thoLlld, and with ~ivery 

that support people into employment. Thia Involves t,teps to streamUne the sociel 
· istance syetem so that it is ealier for people to undenrtand and aecess, and initiatives to 

improve tal<&-up and enhance the effectiveness of delivery. 
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Stallement of feaelble options (regufetory and/or norH'8gulatory► that may constitute Ytable 
means tor achieving the dealred objecrtlvu 

205 Existing instruments \JMd to addr~ work ,ncenwes. income adequacy and accommodation 
costs are contained in the Social See\lrtty Ad 1964 and the Income Tax Ad 1994. Changes to 
these !Nstruments require amendments to the appropriate leg\slat1on. 

206 Childcare asslstanoe provi&lons could c:antinue to be contained in a Welfare Programme 
estabbhed and approved by the Minister for Social Oevelopment and Eml)IOyment. T~ 
pmviSions, however. are not overly accasslble to the public and are subject to littlJ 
parliamentary or public scrutiny. Moving the power to grant childcare assistance intg primary 
leglslation. with a regulaton-maklng power and principles of the programlnj in primary 
legislatien and the detail of 1he programme in regutatione, ad~• e&e i8au8$. 

207 The new Temporery Additional Support benefit eoutd tt ~erecl tt,~ a 'Ministerial 
Direction (ae Speoial Benefit is cumm1Sy}, wt thlt would undeftnine tne move to a rules based 
approach to eligibiftty. 

Statement of Ille net benefit of the pr~.,, ,Jf)ieludlng tbe ~l regulatory eosts. 
(admlnleCrative, compliance and economic c.-Katlb' benefits ~n~1--,1ng non-qu•nlfflable 
beneftta) of the proposal. and other fea!bfe ~ 

208 Th• Working for Families package '1' oost $233 millon In 2004/06. $680 milfion in 2005/'06, 
$911 miNlon in 2006/07 and $1 .14 .billlOfl ,~ 2007 /06. 

Impact on wonc Incentives 

209 The package will have the f~g key imp!cts P'f 2007: 

' 
• 

• 

• 

the changes will t}.~lp make worl:J~ for;low and mlddhH~ome familie~ with dependent 
children. A.bot.st 80% of the new exr,enditin will be direeted to families in work 

the ln•,W~ P,.ayment ~nC;I~ ~an11ly Tax Credit Increase Win provide improvements in 
work~. es~tf,lly for sole-parents 

~.P~~deerv AMi~~changes will help reduce chlldcare costs, which can act as an • 
!fulportant barrier to employment, partieul•r1y for women 

..J!ffedive ~wiaf ~ rates (EMTlu) will be improved for low Income woncing familieS 
with totel !~me between $20,000 to $27,500 a year. thereby imprO\'ing wor1< 
inoa~. ~owever, EMTRt wll be higher for eome middle and higher Income families 
not ' ~ eligible for assistance 

m~t of , e work incentive gains wtll occur in April 2006, with some from October 2004 
ano~ober 2005 

e package wiH have the following key Impacts by 2007: 

• from 2007 around 61% of families with dependent children wiU get more Family Income 
Aasistance. Around 290,000 families will gatn on average $88 a week (with an averag& 
of $95 a week far families with annual incomes in ttie range $25,000 to $45,000) from 

9 These changes are 01m and above a,rn,nt anm.aal indexetiol') of 1T111in b41ottt. •ncl childe$1e l'8IM. Family tnoome 
As81staooe iS not cvrrenty indeXed. 
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BUDGET : SENSITIVE 

the cumulative Family Income Assistance changes (including io-work payment and 
beneflt rate). The,e figures do not include the effects of the ChUdcare Assistance. 
Accommodation Supplement and Special Benefit changes 

• around 28,000 families (33,000 children) will gain from increases to Chlldeare Assistance 
with avemge gain, of $23 a week per child from 2005 

• around 99,500 Accommodation Supplement recipients will get an average increase in 
accommodation assistance of $19 a week in 2005/os' 

Child Poverty Impact Auess~nt 

211 Income support is a key instrument for poverty alleviation and fer improving fiving stan~r<b 
Given the large investment through the Wonting for Families pack.age, we would expect a 
significant reduction in measured income poverty. Using two jntemationally ~cogrised 
Income poverty measures, with thresholds (poverty lines} sef at 50% end ~% of median 
household income, we estimate that after full implementation there w~I be: 

• a 70% reduction in child poverty at the lower threehold, and 

• a 30% reduction in ehild poverty at the higt\er threst.lold. 

212 The estimated reductiQn in measured income po q iS mainly dt'N'1 Wthe measures in the 
pad<age itself but it is also ~ on f~ tn addition to the package, ~cially the 
state of the economy. 

Statement of consultatioo undertaken 

2,3 This paper has been develOJ)e'd in COl'l$Ultation with the Treasury, Inland Revenue. Housing 
New Zealand and the Ministl'Y, of E~ucation. Tha ~ation of the paper has been overseen 
by a steering group of •or officials ~g the Mini~,y of Social Development, 
Department of Prime Mll:\i&feii and Cabinet. Treasury, Inland Revenue and Housing New 
Zealand. 

BuslneM Complian~ Cost Siatement 

214 There ~nc COMpliance ~for bll&inesses associated with this propoul. 

• These ga1na include th• ~juStment in the Accommodation Suppleme11t en\ty threshold due to 1he dlarlgt8 proposed 
8$ pert or the Fatnity lncicme Alsiatlncie ~ 
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