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Date: 20 November 2020 

MINISTRY OF SOCIAL 
DEVELOPMENT 
TE MANATU WHAKAHIATO ORA 

Security Level: BUDGET SENSITIVE 

To: Hon Carmel Sepuloni, Minister for Social Development and Employment 

Reinstatement of the Training Incentive Allowance 

Purpose of the report 

1 The purpose of this report is to progress the Government's manifesto commitment to 
reinstate the Training Incentive Allowance (TIA) to support study at degree-level. It 
also includes the outcome of Phase Two of the TIA Review. 

Executive summary 

2 The Government, as part of its manifesto, has committed to reinstate the Training 
Incentive Allowance (TIA) to assist with the costs of getting a degree-level 
qualification. The TIA provides assistance to sole parents, carers and disabled people 
on specific benefits to undertake a qualification. 

3 The level of study able to be undertaken through the TIA was restricted in 2009 to 
qualifications at level 3 and below on the New Zealand Qualifications Framework 
(NZQF), when previously participants could study up to level 7 (or degree-level). 
Reinstating the TIA to support degree-level study and below aligns with a range of 
key cross-government strategies. It also provides an opportunity for people to 
retrain, particularly women. Data indicates that women have fared worse across 
some key labour market measures since COVID-19. 

4 Accounting for impacts of the programme from 2000 to present, Phase Two of the 
TIA review has found that the TIA has a positive impact on key domains for sole 
parent. Although the positive impact could be attributed to the benefit of tertiary 
study rather than the TIA itself. On average, the TIA has a positive effect on sole 
parents' income and a likely positive effect on sole parents' time spent in 
employment when compared to a comparison group. Although from 2009 onward, it 
has been harder to detect impacts partly because of the smaller number of 
participants. The programme also has a consistently positive effect on highest 
qualifications held for sole parents. 

5 The TIA is not effective at improving key domains for disabled people other than 
highest qualification held. We could not detect any impact of the TIA on this group's 
income, time spent in employment or time spent receiving a main benefit. The impact 
on the highest qualification held was greater than it was for the sole parent cohort. 
These findings highlight that there are likely to be further barriers to the employment 
of disabled people that need to be addressed alongside the provision of training or 
study support. 

6 A recent research report has found that participation and qualification completion 
rates for study at higher levels did not fall substantially among TIA eligible sole 
parents following the 2009 decision to restrict the level of study. These findings 
suggest that TIA has limited influence on the behaviour of the eligible group to study 
at level 4 and above on the NZQF. There was also no discernible difference between 
completion rates for the TIA eligible group and the comparison group with similar 
characteristics but who were not on benefit. However, the TIA does allow recipients 
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to leave tertiary study with less student debt and assists with ongoing weekly costs 
during their course of study. In light of these findings, we recommend an impact 
evaluation is undertaken of the TIA's reinstatement alongside further consideration of 
changes to policy settings. 

7 We recommend that you discuss with officials whether reinstatement will involve 
retaining current eligibility settings. Eligibility for the TIA is tightly targeted towards 
sole parents and disabled people on specific benefits to recognise that these groups 
face significant disadvantages to moving into employment. This means that under 
current settings, sole parents with children aged 14 or older are ineligible. Current 
eligibility settings reflect that sole parents who are younger and/or have young 
children tend to experience higher rates of disadvantage compared to sole parents 
without those characteristics. Arguably, some sole parents with older children could 
still benefit from the TIA, although this group can still utilise supports in the tertiary 
system. 

8 We also seek your confirmation that the TIA should retain the current weekly and 
annual maximum of $112.89 per week for each week of study and $4,515.60 per 
year. This will continue to be reviewed annually as part of the Annual General 
Adjustment. This amount provides a contribution to the both the ongoing and upfront 
costs of study. As the average tuition fee is higher than the maximum amount 
available under the TIA, participants will likely need to draw down a student loan to 
study at higher levels. This is consistent with when the TIA previously supported 
degree-level study. 

9 We can implement reinstatement of the TIA from 1 July 2021, although any changes 
to eligibility settings could impact this timeframe. Initially this will involve scaling up 
existing manual processes for approving the increased volume of TIA applications, 
while a new system is phased in by 2022. 

10 We are currently undertaking costings for a 1 July 2021 reinstatement of the TIA. 
The previous years' Budget Bid, based on existing eligibility settings, had a total 
indicative operational cost of $431.416m over four years across Vote Social 
Development ($210.131m), Vote Tertiary Education ($190.962), and Vote Revenue 
($30.323). The total indicative capital cost for Vote Social Development across ten 
years was $186.598m (refer Appendix Two). 

Recommended actions 

It is recommended that you: 

1 note that the Training Incentive Allowance (TIA) supports eligible clients to gain a 
qualification through providing a contribution to the both the ongoing and upfront 
costs of study 

2 note that the level of study able to be undertaken through the TIA was restricted in 
2009 to qualifications at level 3 and below on the New Zealand Qualifications 
Framework (NZQF), when previously participants could study up to level 7 (or degree
level) 

3 note that the Government, as part of its manifesto, has committed to reinstate the 
TIA to support degree-level study and below 

4 note that the TIA has a positive effect on sole parents' income and highest 
qualification held and a likely positive effect on sole parents' time spent in employment 
when compared to a comparison group but the TIA is not effective at improving key 
domains for disabled people other than the highest qualification held 

5 note that recent analysis by MSD suggests found that participation and qualification 
completion rates for study at higher levels did not fall substantially among TIA eligible 
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sole parents following the 2009 decision to restrict the level of study and that this 
analysis will be provided to your office 

6 agree in principle, subject to Budget funding, to reinstate the TIA by allowing 
participants to study towards qualifications at level 7 and below on the NZQF and 
receive assistance through the TIA 

agree / disagree 

7 discuss with officials at the agency meeting on 23 November whether reinstatement 
will include retaining or amending the current eligibility settings for the TIA as outlined 
in paragraphs 31-33, including those that apply to sole parents with a youngest child 
over 14 

8 agree to retain the current annual and weekly maximum of $112.89 per week for 
each week of study and $4,515.60 per year, which will continue to be reviewed 
annually as part of the Annual General Adjustment 

agree / disagree 

9 note we can implement reinstatement from 1 July 2021 which will initially involve 
scaling up existing manual processes with a new system phased in by 2022, although 
any changes to eligibility settings could impact this timeframe 

10 note the previous Budget costing for reinstating the TIA attached as Appendix Two 
and that work is underway to prepare updated costings 

11 agree to seek funding in Budget 2021 following discussions with officials to reflect 
your decisions 

agree / disagree 

12 agree to an impact evaluation to evaluate the effects of reinstating the TIA 
agree / disagree 

13 indicate whether you would like officials to prepare a Cabinet paper to update your 
colleagues on this initiative 

agree / disagree 

14 forward this report to the Honourable Chris Hipkins, Minister of Education 

General Manager 
Employment Policy 

Date 

Hon Carmel Sepuloni Date 
Minister for Social Development and 
Employment 
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Background 

11 The Government, as part of its manifesto, has committed to "reinstate the Training 
Incentive Allowance (TIA) to assist with the costs of getting a degree-level tertiary 
qualification." The TIA provides non-taxable assistance to clients on specific benefits 
to undertake a qualification. 

12 The TIA was introduced in November 1983 in response to the Wylie Review1 which 
found that female sole parents were disadvantaged when re-entering the workforce. 
In 1985, TIA eligibility was extended to the Invalid's Benefit (now the Supported 
Living Payment) in recognition that disabled people also face significant 
disadvantages to moving into employment. 

13 In 2009, the level of study able to be undertaken through the TIA was restricted to 
qualifications at level 3 and below on the New Zealand Qualifications Framework 
(NZQF) to "improve the cost effectiveness of the programme by targeting it to lower
skilled beneficiaries, who could have more to gain from additional training". Before 
2009, participants were able to undertake study at level 7 and below which includes 
both degree-level and vocational education, but excludes postgraduate study 

14 This decision has led to a shi~ in TIA participant demographics, although it has 
continued to be primarily utilised by sole parents. Participants are now predominately 
Maori women who are under 24, compared to the mid-2000s when participants were 
primarily Pakeha women in the 25-34 age bracket. There has also been an increase 
in the representation of disabled people amongst TIA recipients. 

We have completed the review of the TIA 

15 In November 2019, you agreed to a review of the TIA in two parts. We reported back 
to you on Part One of the review in September 2020 (REP/20/9/974 refers). 

16 Part One analysed how the TIA aligns with the current employment and education 
landscape, including supports for apprenticeships and trades-related training. It 
concluded that while the breadth of support for students at tertiary level has 
increased in recent years, there was a gap in support for clients. In particular, there 
was no non-recoverable support for tuition fees beyond the first year of study for 
higher-level qualifications such as degrees. 

17 Similarly, the report concluded that there was no specific non-recoverable support to 
assist with ongoing informal childcare and study-related costs for sole parents 
studying higher-level qualifications. 

18 This report includes Part Two of the review, which considers the effectiveness of the 
TIA (Appendix One). To summarise, accounting for impacts from 2000 to the present, 
the TIA has a positive impact on key domains for sole parents although the positive 
impact could be attributed to the benefit of tertiary study rather than the TIA itself. 
On average, the TIA has a positive effect on sole parents' income and a likely positive 
effect on sole parents' time spent in employment when compared to a comparison 
group, although from 2009 onward it has been harder to detect impacts partly 
because of the smaller number of participants. 

19 The programme also has a consistently positive effect on highest qualifications held 
for sole parents. Participation in the TIA results in a small increase in income support 
costs for sole parents, but this is largely because the TIA is paid as income support. 
Over the medium term there is no negative impact on income support costs. 

20 The TIA is not effective at improving average outcomes for disabled people, other 
than improving the highest qualification held. We could not detect any impact of the 
TIA on this group's income, time spent in employment or time spent receiving a main 
benefit. The impact on highest qualification held was greater than it was for the sole 

1 Wylie, CR (1980) "Factors Affecting the Participation in the Workforce of Female Heads of One Parent Families", 
Department of Social Welfare, Wellington. 
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parent cohort. This highlights that there are likely further barriers to the employment 
of disabled people that need to be addressed alongside the provision of training or 
study support. 

21 A recent research report has found that participation and qualification completion 
rates for study at higher levels did not fall substantially among TIA eligible sole 
parents following the 2009 decision to restrict the level of study. These findings 
suggest that TIA has limited influence on the behaviour of the eligible group to study 
at level 4 and above on the NZQF. There was also no discernible difference between 
completion rates for the TIA eligible group and the comparison group with similar 
characteristics but who were not on benefit. 

22 However, the TIA does allow recipients to leave tertiary study with less student debt 
and assists with ongoing weekly costs during their course of study. In view of these 
findings, we recommend an impact evaluation is undertaken of the TIA's 
reinstatement alongside further consideration of changes to policy settings. 

The Government committed to reinstating the TIA to level 7 
qualifications and below 

23 The Government has committed to reinstating the TIA to support study towards 
qualifications at levels 7 and below on the NZQF. This commitment is part of the 
Government's economic plan to invest in and support low-income New Zealanders to 
improve their futures. 

24 Research suggests that earnings increase with the level of qualification tertiary 
students complete. Five years after finishing study, the median earnings of young 
people who complete a bachelor's degree is 39 percent above the national median 
earnings compared to 2 percent below the median for young people who gain a 
certificate at levels 1 to 3.2 

The TIA supports a range of key cross-government strategies 

25 The TIA aligns with the aims of key cross-government strategies. For example, the 
Employment Strategy aims to support an inclusive labour market through improving 
labour market outcomes for groups that consistently experience poorer outcomes. 
The strategy states an inclusive labour market is one where job seekers are 
supported to fulfil their employment aspirations through initiatives that are ta ilored to 
their circumstances. 

26 There is also work underway across government to cushion New Zealanders against 
the impacts of COVID-19 and help reset and rebuild our economy. Data indicates that 
women have fared worse than men across key labour market measures since COVID-
19.3 As benefit recipients eligible for the TIA are predominately women, the TIA 
provides an opportunity for these women to be supported to retrain and transition to 
other industries. 

27 The TIA also supports the government to meet targets for child poverty reduction. It 
provides sole parents with an opportunity to increase their income through gaining a 
higher-level qualification, therefore reducing the proportion of children in low income 
households. 

28 In November 2019, Cabinet endorsed your proposed short, medium and long-term 
work programme for the welfare overhaul {CAB-19-MIN-0578 refers) . Your proposed 
medium-term work programme included a focus on improving and expanding 
employment supports, and you indicated that this would include reviewing the TIA. 

29 Reinstating the TIA to support higher level qualifications would also help progress 
"Working Matters," the Government's Disability Employment Action Plan. It would 

2 Ministry of Education (2017) . How much more? Earnings premiums for young, domestic graduates. Wellington. 
3 httos://www.stats.aovt.nz/news/cov1d-19s-imoact-on-wamen-and-work 
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help some eligible disabled people and people with long-term health conditions to 
steer their own employment futures (Objective One of the action plan) through better 
access to education and training opportunities. 

30 Reinstating the TIA will help to process Action 4.2 of Mahi Aroha: Carers' Strategy 
Action Plan 2019-2023 which aims to improve carers' pathways to employment and 
support those who want to balance paid work, study and other opportunities with 
caring. 

The TIA is targeted to sole parents, carers and disabled people on 
specific benefits .... 

31 Eligibility for the TIA is tightly targeted. Clients must be receiving one of the following 
benefits: 

• Sole Parent Support {SPS} for sole parents aged 20 or older, with a 
dependent child under 14 

• Young Parent Payment (YPP} {sole parents only} for sole parents aged 
16-19 

• Emergency Maintenance Allowance {EMA} for sole parents who do not 
qualify for other payments 

• Supported Living Payment {SLP} for people who are permanently and 
severely restricted in their capacity for work because of a health condition, 
injury or disability or are totally blind 

• SLP carers for carers who are caring for a person who requires full-time care 
and attention at home. 

32 The TIA is paid under the Employment and Work Readiness Assistance Programme 
(EWRAP) which stipulates that assistance is targeted to those who are at risk of long
term benefit receipt and have specific employment skills deficits. 

33 Amendments to the EWRAP will be required to extend assistance to qualifications at 
Level 7 of the NZQF and below. Any further clarification of the targeting criteria could 
be made at this time in line with the policy intent set out in paragraph 23 . 

... . this means some sole parents are ineligible for the TIA but can 
still access other supports to study 

34 As eligibility for the TIA is targeted to specific benefits, there are two groups of sole 
parents who are ineligible under current settings: 

• the parent who is not the principal caregiver in shared care situations 

• sole parents with a youngest child aged 14 or older. 

The parent who is not the principal caregiver in shared care situations 

35 In split care situations, both parents can receive a TIA eligible benefit.4 However, in 
shared care situations5, MSD can only consider one parent as the principal caregiver. 
This means the other parent cannot receive a TIA eligible benefit, such as SPS or 
EMA. There is currently work underway to review these settings which will include 
consideration of eligibility for TIA in cases of shared care. Advice on split and shared 
care will be provided to you later this year. 

◄ Split care is when parents with two or more children are living apart and each parent has the full-time care of 
at least one of their children. 

5 Shared care is when the parents of a dependent child live apart and both parents receive benefits, and each 
parent has the primary responsibility for the care of the child for at least 40% of the time. 
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Sole parents with a youngest child aged 14 years or older 

36 Under current settings, sole parents with a youngest child aged 14 years or older 
receive Jobseeker Support (JS), a benefit ineligible for the TIA. When the TIA was 
previously available to support degree-level study, this cohort were receiving the 
Domestic Purposes Benefit, a benefit eligible for the TIA. 

37 This cohort on JS has full-time work obligations i.e. they are expected to look for 
work for at least 30 hours of the week and must also take any offer of suitable full 
time, part-time or temporary work. 6 While JS clients may still be able to study part
time, they are still required to meet their work obligations. JS clients can access a 
student loan for compulsory tuition fees and course related costs. 

38 Current eligibility settings reflect that sole parents on SPS and YPP generally have an 
ongoing capacity to undertake longer-term study alongside their benefit obligations. 7 

It also reflects that sole parents who are younger and/or have young children tend to 
experience higher rates of disadvantage compared to other groups, including sole 
parents without those characteristics.a This includes lower rates of employment and 
qualification attainment. 

39 On the other hand, sole parents with a youngest child aged 14 or older may still 
experience some disadvantage in the labour market relative to coupled parents and 
may still benefit from the opportunity to undertake part-time tertiary study in line 
with their work obligations. We also considered the impact of COVID-19, and that this 
group may benefit from being supported to retrain and transition into another 
industry. 

The TIA supports clients through providing a contribution to the cost 
of gaining a qualification 

40 The TIA is paid in relation to the actual costs a client will incur from completing a 
qualification up to a maximum of $112.89 per week for each week of study, up to 
$4,515.60 per year. These maximums are adjusted every year as part of the Annual 
General Adjustment, to account for inflation. 

41 Costs must fall into one of three categories: 

• tuition fees 

• additional costs associated with study, including transport costs and course costs 
other than tuition fees 

• childcare or care for a person with a health condition, injury, disability, or who is 
elderly, and associated costs (for example, transport to the care provider). 

42 A client will typically elect to receive a proportion of the TIA as a weekly payment to 
address ongoing costs, with another proportion provided directly to the tertiary 
education provider for tuition fees. Clients can study part-time or full-time. 

43 Splitting the TIA in this manner serves to address both financial barriers to study -
the upfront as well as the ongoing costs. It also provides flexibility in addressing 
clients' individual barriers to study. Clients are also able to access other supports 
including the Childcare Subsidy, Disability Allowance and Support Funds. 

6 When sole parents with a youngest child aged 14 or older were receiving the DPS, they still had full-time work 
obligations. An evaluation of the TIA highlighted that approximately 5.42% of TIA participants were within this 
cohort in 2001. 

7 Sole parents with children aged under 14 years have work preparation or part-time work obligations 
depending on the age of the youngest child . 

8 See the table on page 23: https://thehub.swa.govt.nz/assets/Uploads/Multiple-disadvantage-sole-parents
report-FINAL. pdf 
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Clients will likely need to draw down a student loan to study at higher levels 

44 While qualifications at levels 1 to 2 on the NZQF are fees free, qualifications at level 3 
and above generally involve tuition fees.9 Tuition fees vary by provider and type of 
training programme. In 2019, the median fee was around $6,500 for a degree-level 
programme, and $5,800 for a non-degree level programme. 10 This means if clients 
are not accessing other fees free support, it is likely they will need to draw down a 
student loan. 

45 This is consistent with when the TIA previously supported degree-level study and 
below. The table below highlights what proportion of tuition fees were likely covered 
by the TIA on average in 2009, when the average lump sum drawn down was 
$1,664.72. We have assumed that the lump sum was used to pay for a client's tuition 
fees. 

Type of tertiary Average tuition fee Proportion covered by the 

education provider peryear-2009 TIA 

University $4,899 34% 

Polytechnic/Institute $3,459 48% 
of Technology 

46 Over the 10-year period between 2010 to 2020, tuition fees may have increased by 
up to 36 percent11, while the amount available under the TIA has increased by 17 
percent. However, the introduction of Fees Free means that the first year of study 
(up to 120 credits) is now free for eligible clients who do not have prior study at level 
3 and above. 

47 Furthermore, from 1 July 2020 to 31 December 2022, the Targeted Training and 
Apprenticeship Fund makes targeted sub-degree qualifications fees free. Targeted 
areas include primary industries and community support. There are also other fees 
free initiatives in the tertiary system, such as Maori and Pasifika Trades Training and 
Youth Guarantee. 

48 Youth Guarantee enables eligible 16 to 19-year olds to complete or study towards 
qualifications at levels 1-3 of the NZQF which are aligned to a Vocational Pathway, 
fees free. 

MSD will link clients up to careers advice 

49 Later in 2021, 'Tiro Wheto' will replace careers.govt.nz. Tiro Whet0 will deliver an 
integrated, online career planning solution that will provide personalised career 
guidance for people to plan and manage their careers. Case managers will direct 
clients interested in the TIA to this tool, to ensure they understand the career options 
available to them and the pathways to entering their chosen career. 

Implementation 

50 We can implement reinstatement from July 2021, for the second half of the 2021 
academic year, although any changes to eligibility settings could impact this 
timeframe. As many tertiary courses start in March 2021, this may delay the 
transition into study for eligible clients. Reinstatement will include relaunching the 

a Some courses are delivered free to learners, such as many courses delivered at wananga or the Southern 
Institute of Technology, a subsidiary of Te POkenga. 

10 Per equivalent full-time student. 
11 If increased with annual maximum increases set by government each year. 
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TIA programme and refreshing the operational guidance. We will also undertake an 
advertising campaign targeted at tertiary education organisations. 

51 Initially implementation will involve scaling up existing manual processes and 
recruiting more staff to approve the increased volume of applications. These 
operational costs for the current financial year can be absorbed within MSD baselines. 
However, while we are anticipating that we may have underspends this financial 
year, due to delays as a result of COVID-19 we are hoping to transfer these to 
partially offset next year's cost pressures. Any additional expenditure will reduce the 
amount we could potentially carry forward. 

52 We recommend that an IT system is built to streamline the process of approving TIA 
applications through automating information sharing, should you agree to its 
reinstatement. This is due to the manual processes having high ongoing costs. 

53 If you agree, the new IT system will be operational by 2022. This would mean that 
the manual process would be relied upon from July 2021 and phased out when the 
new IT system is operational. 

Next steps 

54 We seek your confirmation that you wish to seek funding in Budget 2021 to reinstate 
the TIA. 

55 We are currently undertaking costings for a 1 July 2021 reinstatement of the TIA. 
The previous years' Budget Bid, based on existing eligibility settings, had a total 
indicative operational cost of $431.416m over four years, across Vote Social 
Development ($210.131m), Vote Tertiary Education ($190.962), and Vote Revenue 
($30.323). The total indicative capital cost for Vote Social Development across ten 
years was $186.598m (refer Appendix Two). 

File ref: REP/20/11/1091 

Author: Cara des Landes, Senior Policy Analyst, Employment Policy 

Responsible manager: Anne Riley, Manager, Employment Policy 
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Appendix 1: Outcome of the review of the TIA 
The demographic of TIA participants has changed over time 

• The table below compares the demographics of TIA participants in 2009 and 2019: 

o Maori are now the largest ethnicity cohort participating in the TIA (previously 
Pakeha) 

o participants are primarily under 24 (previously the majority were in the 25-34 
age group) 

o there has been an increase in the representation of disabled participants 

o the ratio of female to male participants remained consistent - most TIA 
participants continue to be women 

o participants who are on sole parent related benefits continue to be the largest 
cohort of TIA participants. In 2012 Domestic Purposes Benefit was split into 
Sole Parent Support (SPS) and the Young Parent Payment (YPP) . 

TIA Partlcipant Profiles 2009 TIA Participant P.r:ofiles 2019 
-

Gender Number Percentage Gender Number Percentage 

Female 20,857 89.67% Female 747 86.66% 
, 

Male 2,402 10.33% Male 115 
?--

13.34% 

Ethnicity Number Percentage Ethnicity Number Percentage 

Pakeha 11,290 48.54% Pal<eha\ 255 29.58% 
I l, 

Maori 8,318 35.76% ~ao""ri ' '-i• 392 45.48% 
,~ 

,·. . . "l 

Pacific 2,029 8.72% Pacific 
. ~ 

75 8.70% -
Other 1,473 6.33% Other 49 5.68% 

Unknown 151 0.65% Unknown 91 10.56% 

Age Group Number Percentage Age Group Number Percentage 

<24 5,648 24.27% <24 569 66.01% 

25-34 7,181 30.86% 25-34 167 19.37% 

35-44 6,722 28.89% 35-44 72 8.35% 

45+ 3,708 15.94% 45+ 54 6.26% 

Benefit Type Number Percentage Benefit Type Number Percentage 

Sole Parent 17,779 76.42% Sole Parent 283 33.22% 

Widow 277 1.19% Young Parent 340 39.91% 
Payment 

Sickness 19 0.08% Supported 229 26.88% 
living Payment . - . 

Invalids 4,257 18.30% 

Women Alone 152 0.65% 

Caring Sick Infirm 230 0.99% 

Emergency 498 2.14% 
Maintenance 
Allowance 
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The number of TIA participants has also decreased significantly 

• The number of TIA participants has decreased significantly over time. This decrease 
appears to have begun in 2004 and was accentuated by the 2009 decision to restrict 
the TIA to study at levels 3 and below. The trend is shown in the graph below. 
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The TIA's effectiveness 

The 2009 decision to restrict the TIA to study at levels 3 and below changed the 
focus of the programme 

• As mentioned, the cohort serviced by the TIA has changed significantly over time. This 
indicates that the primary purpose of the TIA has changed from providing a pathway 
to gaining a higher-level qualification, to assisting those who have left school without 
qualifications to gain foundational-level education. 

This TIA is rated as effective across key domains 

• Accounting for impacts on participants from 2000 to present, the TIA has a positive 
impact on key domains for sole parents although the positive impact could be 
attributed to the benefit of tertiary study rather than the TIA itself. Impacts are 
measured by comparing TIA participants to a comparison group who had a similar 
profile to the participants prior to receiving TIA. 

• On average, the TIA has a positive effect on sole parents' income and a likely positive 
effect on sole parents' time spent in employment, although from 2009 onward it has 
been harder to detect impacts partly because of the smaller number of participants. 
The programme also has a consistently positive effect on highest qualifications held for 
sole parents. Participation in the TIA results in a small increase in income support 
costs for sole parents, but this is largely because the TIA is paid as income support. 
Over the medium term there is no negative impact on income support. 

• The TIA is not effective at improving average outcomes for disabled people, other than 
improving the highest qualification held. We could not detect any impact of the TIA on 
this group's income, time spent in employment or time spent receiving a main benefit. 
The impact on highest qualification held was greater than it was for the sole parent 
cohort. 
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The TIA does not appear to influence eligible cohorts to undertake higher-level 
study or affect qualification completion rates 

• Part Two of the TIA review included the completion of an internal research report that 
investigated the optimal NZQF level for the TIA. 12 

• It found that participation and qualification completion rates for study at levels 4 to 7 
on the NZQF among the TIA eligible population of sole parents did not fall following the 
2009 decision by the Government to restrict the TIA to study at levels 3 and below. 
This suggests that the TIA has a limited influence on the el igible population's decision 
to take up degree-level study, and in increasing their qualification completion rates . 

• However, the TIA does allow recipients to leave tertiary study with less student debt 
and assists with ongoing weekly costs during their course of study. In light of these 
findings, we recommend an impact evaluation is undertaken of the TIA's reinstatement 
alongside further consideration of changes to policy settings. 

Groups who benefit from the TIA 

Sole Parents 

• New Zealand and international literature have found that sole parent families face 
disproportionate levels of disadvantage across several life domains. Sole parents have 
lower rates of employment, are more likely to have no qualifications, and are more 
likely than coupled families to have incomes below 60 percent of median household 
incomes. 13 

• Sole parents who are younger, have young children, and are Maori or Pacific are more 
likely to have higher rates of disadvantage than sole parents without those 
characteristics. 

• These findings are consistent with the Wylie Review report that precipitated the 
creation of the TIA. This report found that sole parents face a variety of barriers to 
employment, training, or study. This included a lack of affordable and flexible childcare 
and ongoing extra costs associated with the care of children. 

• Most TIA recipients are female sole parents. Data indicates that women have fared 
worse than men across some key labour market measures since COVID-19. 14 

Disabled people 

• In 2018, only one quarter of disabled people were in the labour force, compared to 
73.2 percent of the general population. This is due to a variety of factors, such as 
underutilisation of disabled workers and a lack of accessible workplaces. 

• The median weekly income for disabled people aged between 15 and 64 years is $353, 
which is less than half that of non-disabled people of the same age ($806). 

• Further, disabled people are more likely than non-disabled people to have no 
qualifications. This is particularly apparent in relation to tertiary qualifications, with 
only 10.1 percent of disabled people holding a tertiary qualification as their highest 
qualification compared with 27.9 percent of their non-disabled counterparts. 15 

12 The report focused on a group of people defined as being eligible for the TIA (not only TIA participants) to see 
how participation in study changes in response to changes in TIA eligibility. To adjust for other policy, social 
and economic changes the report compared the TIA-eligible group to a comparison group similar to the TIA
eligible population on a number of characteristics who are not on benefit 

13 httos://thehub.swa.aovt.nz/assets/Up1oads/Mult;ole-disadvantaae-soie-parents-ceoort-F1NAL.odf 
" httos://www.stats.aoyt.nz/news/covid· l9s-imoact-on-women-and-work 
' 5 httos: //www. stats.govt. oz/reports/la bour-market-measures-for-djsabled-

oeoo!e#: ~: text- On%20averaqe%2C%20disabied%20oeoo!e%20tended,)%20of%20non%2Ddisablect%2ooe 
ol2(e 
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Carers 

• From 2001 through to 2018, only 776 carers participated in the TIA. This compares to 
315,834 sole parents participating over the same period. Yearly starts for carers have 
also steadily decreased across this time period. 

• Although carers receiving the SLP are eligible to receive the TIA, the carer must be 
"caring for a person who requires full-time care and attention," to receive the SLP. The 
need to care for someone full-time may mean that carers do not apply for the TIA, as 
they may feel unable to balance caring full-time with study. Alternatively, carers may 
not be aware that they are eligible for the TIA. 

• There is currently work underway in the welfare overhaul work programme to look at 
eligibility settings for carers, with options being considered that may make it easier for 
carers to take up the TIA and study part-time. 

Maori 

• Maori currently makeup the largest ethn ic group of those receiving the TIA. As of 
2019, 45 percent of TIA participants were Maori (395 participants) compared to 30 
percent of Pakeha (255 participants). This is likely because Maori are more likely to 
study at levels 1-3 than Pakeha. 

• Maori experience significantly poorer outcomes in secondary education than Pakeha. 
This results in higher proportions of Maori leaving secondary school with lower or no 
qualifications, and less Maori participating in tertiary study. 16 

Pacific people 

• Nine percent of those accessing the TIA identify as Pacific, which broadly reflects the 
percentage of people identifying as Pacific in the general population. However, 16.6 
percent of total sole parents identify as Pacific. This means Pacific sole parents do not 
appear to be participating in the TIA at a rate consistent with the incidence of sole 
parenthood among Pacific families. 17 

• Pacific people also experience significantly poorer outcomes in secondary and tertiary 
education compared to Pakeha. 18 

• This indicates that the TIA is being underutilised by Pacific people. It is possible that 
this is partially a result of a combination of mistrust and inaccessibility of government 
services by Pacific people. 19 To combat this, MSD launched its Pacific Prosperity 
strategy which focus on improving the Ministry's delivery of services and engagement 
with Pacific peoples, families, and communities, and to improve key outcomes such as 
sustaining employment, financial stability, and stable housing. 20 

,e httos://www.educationcounts.ooyt.nz/oublicattons/80898/oost-school·labour•road<et-outcomes-of-school-
based-ncea 

11 https:/1thehub.swa,govt.nzlassets/Uptoads/Multiple--dIsadvantaae-s0Ie-oareots•ceoort-FlNAL.pdf 
,a httos://www.stats.aovt.nzlreoorts/educatloo-and-pacific·oeoo1es-1n-new-zealand 
' 9 httos: //www.treasurv.goyt.nz/sites/default/files/2018-08/dp 18-09.odf 
20 https:Uwww.msd.apyt nz/documents/aoout-msd-and-our-work/about-msd/strateoies/oacmc

strategv/oacific-prosoentv-our-oeoole•our-solutioos-our-future•engljsh-yersion.odf 
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Appendix 2: Budget 2020 figures for reinstating the TIA 

The tables below provide the previous Budget costing for reinstating the TIA. We are 
currently in the process of developing updated costings with the Ministry of Education. 

The tertiary education costings are being revised to take into account the additional 
enrolments that come from changes to TIA, not the baseline transitions into study that are 
part of existing forecasts and baseline appropriations. 

Indicative operating costs 

Operating 
2023/24 & 

funding Sought 2019/20 2020/21 2021/22 2022/23 Total 
($m) 

Outyears 

Vote Social 23.856 46.660 66.607 73.008 210.131 
Development 

Vote Tertiary 29.285 45.126 57.600 58.951 190.96~ 
Education 

Vote Revenue 4.887 7.262 9.013 9.161 30.323 

Total 58.028 99.048 133.22( 141.120 431.416 

Indicative capital costs 

Capital funding 
2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 

Sought ($m) 

Vote Social 11.607 17.484 21.116 21.629 22.138 
Development 

(Student Loan 

Capital) 

Total 11.607 17.484 21.11c 21.629 22.138 

2025/26 2026/27 2027/28 2028/29 Total 

Vote Social 22 .393 22 .902 23.410 23.919 
Development 

(Student Loan 

Capital) 

Total 22.393 22.902 23.41 23.919 186.598 

Note: This costing assumed uptake of approximately 6,500 participants in 2021, rising to 
15,000 in later years. 
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MINISTRY OF SOCIAL 
DEVELOPMENT 
TE MANATU WHAKAHIATO ORA 

Report 

Date: 16 December 2020 Security Level: IN CONFIDENCE 

To: Hon Carmel Sepuloni, Minister for Social Development and Employment 

Initial advice on Flexi-Wage Self-Employment 

Purpose of the report 

1 This report provides advice on current settings and usage of Flexi -Wage Self
Employment (FWSE) and discusses potential Improvements and next steps. 

Executive summary 

2 On 30 November 2020 Cabinet agreed to the expansion of the Flexi-Wage scheme, 
including ring-fencing $30 million to expand FWSE, with a portion of this funding 
going towards self-employment support pilots [CAB-20-MIN-0493 refers]. This 
funding is intended to help out-of-work Kiwis to start their own business, and to 
encourage entrepreneurship a~d innovation as part of the COVID-19 response. 

3 FWSE is a subsidy intended to help clients to overcome financial barriers associated 
with moving into self-employment. The expected outcome is that client is able to fully 
support themselves from their business in time. 

4 The FWSE subsidy is calculated on a client's living expenses, needs, skills and 
expected cash flow of the business they are looking to establish. While the subsidy is 
avaifab1e for up to 12 months, In the 2019/2020 financial year, 64 percent of 
participants received the subsidy for five-to-seven months. 

5 

6 

, 
< 

7 
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FWSE is currently a relatively small-scale programme. Over the past year, 186 clients 
used the subsidy at a total cost of approximately $2 million. As FWSE is relatively 
expensive per participant, regions need to manage it very closely to get as many 
total outcomes as possible from their allocation. 

The $30 million increase in funding will allow the Ministry of Social Development 
(MSD) to expand the assistance significantly, front-loading support to ensure that the 
increase in volumes will occur while enabling us to still select from a pool of high
calibre applications using a robust vetting process. Front-loading support will also 
assist a greater number of people to develop their business proposals and be 
accepted following the vetting process. 

As well as looking at volumes and up-front support, current take-up of FWSE 
suggests that Improvements could be made to better target this support to ensure it 
Is equally accessed across groups. Data shows that FWSE take-up is higher amongst 
Pakeha, although lt is reasonably proportionate to overall numbers of men and 
women on benefit. Maori and disabled people are underrepresented In FWSE take-up 
when compared to total proportions of these groups receiving main benefits. 

Looking at benefit type, the majority of take-up is by those on Jobseeker Support -
"Work Ready" followed by those on Sole Parent Support (take-up by the latter group 
is equal to the proportion on main benefits). 

9 MSD, in consultation with other agencies, has identified a number of improvements 
that could be made to FWSE as part of the expansion, including removing the 
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expectation that those accessing FWSE have exhausted all other job search 
alternatives, providing greater operational clarity, increasing the amount of up-front 
supports, involving subject matter experts in the vetting process, providing on-going 
support through business mentors, ensuring regional consistency and providing 
targeted supports to increase access for Maori and Pacific peoples. 

10 International evidence supports the consultation and data findings and a summary of 
selected international supports is attached as Appendix 1. 

11 Further advice will be provided to you and the Minister of Finance early in the new 
year (separate from the wider Flexi-Wage expansion report). 

Recommended actions 

It is recommended that you: 

1. note the current Flexi-Wage Self-Employment settings and opportunities for 
improvement (paras 25 to 37) 

2. note that officials will provide further advice in the new year including: 

3. 

4. 

• whether any changes to eligibility settings are needed to meet the intent of 
the expanded programme 

• the appropriate length of the subsidy to ensure Flexi-Wage Self-Employment 
recipients have the best chance of succeeding 

• what supports will be provided including options for scaling up existing 
supports and piloting new supports where needed 

• how we Intend to report on and evaluate the Flexl-Wage Self-Employment 
expansion, including evaluation of the pilots. 

agree to forward this briefing to the Minister of Finance for his information 

~ I Disagree 

note that MSD will provide a joint report to you and the Mini~inance by 
22 January 2021, with advice on detailed policy settings for the expanded Flexi
Wage Self~Employment scheme and piloted supports. 

I 9(2)(i) 

ff_ 
Hayley Hamilton Q 
General Manager 
Employment and Housing Policy 

1-----
Hon Carmel Sepuloni 
Minister for Socia l Development and 
Employment 
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The Government committed to expand Flexi-Wage Self-Employment 

12 The Government committed to revamping and expanding the Flexl-Wage programme 
to support up to 40,000 more New Zealanders Into work or to set up a business. 

13 On 30 November 2020 Cabinet agreed to the expansion of the Flexl-Wage scheme, 
including ring-fencing $30 million to expand Flexl-Wage Self-Employment (FWSE). A 
portion of this funding will go towards self-employment support pilots [CAB-20-MIN-
0493 refers]. This funding is intended to help out-of-work Kiwis to start their own 
business, and to encourage entrepreneurship and innovation as part of the COVID-19 
response. 

14 This paper also noted that officials would provide more detailed advice, including on 
FWSE as necessary. 

Flexi-Wage Self-Employment currently supports disadvantaged 
people Into self-employment 

15 FWSE- style support has been provided by Government in different forms since 1985. 
When self-employment support was first established as part of the Job OP.portunities 
Scheme, it was targeted to those facing serious obstacles to employment."However, 
when this was renamed the Enterprise Allowance, eligibility was tightened to "priority 
status clients" who had been unemployed for at least 26 weeks. 

16 Demand for this type of product varies. Following the Global Financial Crisis (GFC), 
the proportion of the total workforce the rate increased over a three-year period. This 
may have been driven by employees who lost their jobs during the recession 
reassessing their employment options and deciding to enter into self-employment. 
We are seeing the beginnings of a similar trend following COVID-19 with a rise in 
applications for self-employment assistance. Although this increased interest in 
entering self-employment may abate once the economy improves, workers who have 
followed a self-employment pathway will likely experience improved employability as 
a result. 

17 FWSE was established in 2012. It is a subsidy intended to help clients to overcome 
financial barriers associated with moving into self-employment. The expected 
outcome is that the client would be able to fully support themselves from their 
business In time. 

18 FWSE is calculated on a client's living expenses, needs, skills and expected cash flow 
of the business they are looking to establish. FWSE Is avallable for up to 12 months. 
In the 2019/2020 financial year, 64 percent of participants received the subsidy for 
five-to-seven months (with the average length being six months). 

19 FWSE Is currently a relatively small-scale programme - over the past year, 186 
clients used the subsidy at a total cost of approximately $2 million (a figure that has 
remained roughly the same since 2017). 

20 FWSE is funded from within the general Flexi-Wage funding allocated to regions and 
is expensive per participant. Because of this, regions need to manage it very closely 
to get as many total outcomes as possible from their allocation. Grants from July 
2019 to June 2020 show that the majority of FWSE were paid out in the Auckland (46 
percent of all grants) followed by Wellington (19 percent), suggesting there is 
regional variation in using this assistance (although some of this variation could be 
due to higher population density in those cities). 

21 Additional funding through the FWSE expansion will allow MSD to expand this 
assistance while still ensuring we are selecting from a pool of high-calibre 
applications. Providing more support at the outset will also assist a greater number of 
people to develop their business proposals and be accepted following the vetting 
process. 

22 An evaluation of FWSE found that it had a positive impact on time spent independent 
of the welfare system, but no effect on income or time spent in employment. 
However, this evaluation was based on less than two years of observed outcomes. 
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Longer-term impacts on income and employment are expected to become more 
evident in future evaluations1• 

23 In addition, monitoring data indicates that for the period of 1 July 2018 to 31 May 
2020, 77 percent of clients who participated in a FWSE contract remained off benefit 
for six months after the contract ended (ie achieved sustainable employment). 

24 Under current settings, a person receiving FWSE must be: 

• a New Zealand citizen or permanent resident and ordinarily resident in New 
Zealand 

• within New Zealand's working-age population 

• disadvantaged in the local labour market and 

• either: 

o at risk of likelihood of long-term benefit dependency or 

o in a situation where the Regional Director or National Manager for a 
programme has decided that there is a need to provide assistance (in 
exceptional circumstances). 

Current settings allow for part-time opportunities for some clients .. . 

25 Pro rata wage subsidies for FWSE are also available to clients who are starting to 
work part-time, between 15-30 hours per week, who e(ther do not have full-time 
work obllgatlons (eg sole parents) or who have a disability. However, in this situation 
It Is expected that the client will be able to fully support themselves from their 
business in the near future . 

... and for couples or groups to enter into business together 

26 People may go into partnership together as a duo or group and receive FWSE if all 
members intend to participate full-time and if they all individually meet the eligibility 
criteria. In this situation, only one business plan is needed. FWSE and the Business 
Training and Advice Grant (see para 20) can be provided on an individual basis. 

A number of suitability factors are considered alongside eligibility criteria when 
deciding to grant Flexi-Wage Self-Employment 

27 Due to the demanding nature of self-employment and the relatively high level of 
financial support provided relative to other employment assistance products, 
suitability factors are also considered when granting FWSE. Subject matter experts, 
generally work brokers or labour market advisors, assess eligibility for FWSE. Across 
regions, the factors that seem to be the most important and frequently used include: 

• criteria relating to the viability of the business itself, with consideration to local 
labour market conditions; for example: 

o has the person researched local labour market conditions? 

o has the person identified a point of difference for their business? 

0 has the person considered the market saturation for their product or 
service (ie how many other similar businesses already exist)? 

• criteria regarding the applicant; for example: 

o is the person motivated and serious about starting their own business? 

o does the person have a realistic appreciation of the work needed to make a 
business successful? 

1 Business survival rates are not currently captured as part of the monitoring of Flexi-Wage Self
Employment. 

Initial advice on Flexi-Wage Self-Employment 4 



< < ) 

/( 

Flexi-Wage Self-Employment sits within a wider system of self
employment supports 

28 FWSE is just one form of self-employment support available through MSD and wider 
government agencies. As FWSE is a wage subsidy, it is often packaged with other 
supports to provide mentoring assistance and business advice. For example, other 
self-employment supports provided by MSD include: 

• Self-Employment Start-Up- a payment for essential business start-up costs 
such as leasing premises. Up to $10,000 in a 52-week period 

• Business Training and Advice Grant (BTAG) - a payment for business 
advice and training including the development of a business plan. Up to $1,000 
in a 52-week period. Over the past year, 285 clients utilised the product at a 
total cost of approximately $200,000. 

29 These forms of assistance are often used to form a package of supports. For 
example, BTAG is often provided before clients apply for FWSE. BTAG is intended to 
help them develop the business case that will be used as part of their FWSE 
application. Self-Employment Start-Up can then be used in conjunction with FWSE 
when the client starts up their business. 

30 In the 2019/20 financial year, 295 people received the Business Advice and Training 
Grant, while 160 received Self-Employment Start-up and 186 received Flexi-Wage 
Self-Employment. The average payment for the Business Advice and Training Grant 
was $735, for Self-Employment Start-Up it was $5,733 and F-lexi-Wage Self
Employment was $6,121. 

31 There is regional variation in offering these supports, and some regions offer a 
stronger training component. For example, Auckland currently provides Be Your Own 
Boss, which Is an eight-week long training programme to upskill clfents taking a self
employment route. 

32 Other agencies, such as the Ministry of Business, Innovation and Employment 
(MBIE), Inland Revenue and Te Puni Koklri (TPK} also provide support and advice for 
people wanting to enter self-employment ( eg covering topics such as taxation, health 
and safety, book-keeping and cash flow). 

33 MSD employment supports are generally targeted to those at-risk of long-term 
benefit receipt (in alignment with MSD's investment strategy}. In contrast, MBIE's 
self-employment supports are generally non-targeted and provide general business 
advice, including to business start-ups. Where a person sits outside of our eligibility 
criteria, MSD can refer potential business owners to supports provided by other 
agencies. 

34 MSD is currently compiling a stocktake of relevant self-employment supports to 
ensure that the expanded FWSE and pilots do not duplicate existing initiatives. MSD 
is also looking at opportunities where FWSE could complement existing supports and 
will leverage these where appropriate. 

Officials have identified a number of ways Flexi-Wage Self
Employment could be improved 

35 MSD, in consultation with other agencies, has identified a number of improvements 
that could be made to FWSE as part of the expansion: 

• Eligibility: removing the expectation that those accessing FWSE have 
exhausted all other job search alternatives (ie regarding self-employment as an 
alternative but equal pathway to employment, rather than an option of last 
resort). 

• Prioritising applicants: providing greater operational clarity on priority groups 
to support Frontline decision-making. 
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• Up-front supports: ensuring wrap-around supports are provided up-front, 
Including to develop a business plan, before people apply for FWSE. This will 
help ensure applicants have the appropriate skills, motivation and expectations 
needed to succeed and to reduce barriers for those without existing business 
knowledge. 

• Independent expertise: involving people with the right expertise In vetting 
applications; for example, having business plans vetted by independent 
assessors with a background in and understanding of business, to Inform 
regional decision-making. 

• On-going supports: providing consistent and on-going support through 
experienced business mentors that continue to be available even after FWSE has 
ceased. 

• Regional consistency: increasing regional consistency, whilst allowing 
adequate flexibility to meet local needs. 

• Targeted supports: providing supports that are culturally specific to Increase 
access for Maori and Pacific clients. 

Improvements could help to better target Flexi-Wage Self-Employment 

36 We know that some groups consistently experience poor employment outcomes. As 
reflected in the all-of-government Employment Strategy, tbe groups identified as 
experiencing the most disadvantage in the labour market include Maori, Pacific 
peoples, youth, disabled people, older people and ethnic minorities and former 
refugees2 • 

37 Current take-up of FWSE suggests that improvements could be made to better target 
this support to ensure it is equally accessed across groups. As Table 1 shows, when 
compared to total numbers of main beneficiaries, FWSE take-up is higher amongst 
Pakeha, although it is reasonably proportionate to overall numbers of men and 
women on benefit. Take-up from Maori is below the total proportion of Maori 
receiving main benefits. 

Table 1: demographic breakdown of FWSE recipients compared to the total demographic 
proportion of main beneficiaries 

Dem'ogr,phlc Percentage of total FWSE recipients (July Total group proportion of main 
2019 to June 2020) beneficiaries (as at September 2020) 

NZ European / 48% 36.9% 
Pakeha 

Maori 24% 36.3% 

Pacific peoples 8% 87% 

Men 46% 46.1% 
) 

Women 54% 53.8% 

i www. rnbie, govt. nz/dmsdocument/6614-ou r-emc loyment strateay-eyervooe-wockioa -to-dellver-_g
oroduct,ve-sustainable-and-inclusive-new-zealand. 
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Tables 2: FWSE grants for the period 1 July 2019 to 30 June 2020 broken down by age 
group 

Age Percentage 

18-24 6% 

25-34 27% 

25-44 31% 

45-54 19% 

55-64 1 17% 

Note: the total group proportions of different age groups represented in main benefit numbers 
are not currently available. 

38 Table 2 shows that the highest proportion of FWSE recipients are aged 25 to 44 and 
receipt tends to skew towards older working-age people. This could be due to older 
people having the life experience that means they are more prepared for self
employment. While the percentage of recipients aged 19 to 24 may seem low, it is 
important to note that there are other youth enterprise supports available to this age 
group, including the Ministry of Youth Development's Youth Enterprise and 
Entrepreneurship funding . 

Table 3: breakdown of FWSE grants for the period 1 July 2019 to 30 June 2020 by benefit 
type 

Benefit type Percentage of FWSE recipients Proportion of total benefit 

(July 2019 to June Z0Z0) type out of total on main 

benefit 

Jobseeker Support - Work 54% 36% 

Ready 
- .._ 

Jobseeker Support - Health 10% 19% 
Condition or Disability (JS-HCD) 

- -
Sole Parent Support 18% 18% 

Supported Living Payment 4% 25% 

(SLP) 

Combined JS-HCO & SLP 14% 45% 

Not on a benefit 15% N/A 

39 The breakdown of FWSE grants by benefit type (displayed in Table 3 above) shows 
that the majority of FWSE recipients are "work-ready" jobseekers, followed by a 
reasonable proportion of sole parents. As might be expected, only a small percentage 
of people on Supported Living Payment {SLP) are granted FWSE. This is because 
these clients are less likely to be able to meet the expectation that they will be able 
to fully support themselves through their business in the near future. 

40 Fourteen percent of FWSE recipients are disabled or have a health condition (as 
shown by the combined JS-HCD and SLP percentages). This Is likely an undercount 
the number of disabled people being supported with FWSE, as some will be captured 
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under other benefit types, such as Sole Parent Support. However, the numbers still 
suggest disabled people are underrepresented in total take-up of FWSE. 

41 Consultation with TPK and the Ministry for Pacific Peoples suggested the need for 
bespoke approaches to deliver FWSE and associated supports as a means of 
attracting and retaining Maori and Pacific participants, reducing barriers and 
improving equity for these groups. Tailored approaches would also provide better 
inclusion at the outset by piloting and identifying innovation and options to improve 
service offerings, as well as provide relevant insights and information that would not 
be gained by looking at international models3 • 

42 The provision of increased wraparound support would also help to reduce barriers for 
specific groups such as Maori, Pacific peoples and disabled people who may have had 
fewer opportunities to develop entrepreneurship skills. 

43 Ensuring that FWSE materials and services are universally accessible (eg through 
easy-read formats and hard copy braille) will also contribute to raising the profile of 
FWSE amongst disabled people as an entry point into self-employment. 

Evidence supports these findings \. 

44 Officials have also scanned similar international schemes to understand what self
employment supports are being provided overseas, how they are targeted and what 
components seem to be the most effective. A summary of selected international 
supports is attached as Appendix One. 

45 An OECD report about sustaining self-employment4 noted four key policy 
interventions to help improve the sustainability of business starts. These include 
providing training to boost business managemeRt skills, providing coaching and 
mentoring to address lack of experience, improving access to financing (as new 
businesses o~en rely on personal savings and loans), and ensuring access to existing 
infrastructure of business development services. 

46 A number of evaluations of international supports have also been done. One 
evaluation in the United States (US) looked at two self-employment programmes 
trialled in different cities. This study found that the programme providing longer-term 
supports alongside an allowance-type, wage supplement payment was more cost
effective than the programme that front-loaded supports and provided lump-sum 
allowances to serve as business start-up capital. The more cost-effective programme 
also saw better business survival rates with 74 percent of participants' businesses still 
operating nearly three years later versus 61 percent of businesses In the other 
programme. Both programmes used a thorough screening process to determine 
suitable candidates5• 

47 Another US study evaluating the effectiveness of a programme called Project GATE, 
which involved significant participant vetting but no monetary support, found that 
success was dependent on the participants' access to business start-up and 
mentoring supports. The programme was also found to only be effective for 
unemployed jobseekers (not those who were employed, self-employed or not in the 
labour force)6• 

3 Improving access for Maori would also help to fulfil our Crown obligations under Article Three of Te 
Tirltl o Waitangi/The Treaty of Waitangi, by providing more opportunities for Maori to attain self
employment, in line with the rate of Pakeha. 

' OECD. (2015). Policy Brief on Sustaining Self-employment, OECD Publishing. 

5 Wandner, Stephen A. and Jon Messenger. (2010). The Self-Employment Experiments and the Self
Employment Assistance Program. 

6 Michaelides, Marios and Benus, Jacob. (2011). Are self-employment training programs effective"> 
Evidence from Project GATE. 
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48 A study looking at a German self-employment assistance programme also found a 
number of factors that contributed to its success. These included providing a wage 
subsidy that is equal to the unemployment benefit, using a screening mechanism 
(including the requirement to develop a business plan that is approved by a third 
party), generating awareness of the programme through advertising and outreach, 
and recognising that not everyone is an entrepreneur by implementing restrictive 
entry requirements.7 

49 An evaluation of the UK scheme, New Enterprise Allowance, also suggested 
improvements. In particular it noted that, amongst those involved in the scheme, the 
broad eligibility criteria were seen as positive (ie assistance was not restricted to 
longer-duration recipients of income support). It also noted that any future scheme 
should provide adequate attention to the support provided to participants once they 
commence trading, given the evaluation highlighted that this was an insufficient 
feature of the current scheme. 

50 At a national level, New Zealand business survival statistics show that 67 percent of 
all New Zealand businesses born in 2015 were still surviving two years later. This 
reinforces the need to provide people who are low income and disadvantaged in the 
labour market with the support they need to boost the likelihood of their new 
business succeeding. 

Further advice will be provided on detailed'-pollcy decisions 

51 Officials are currently progressing work on how we can best design and deliver the 
expanded Flexi-Wage Self-Employment and pilots in a way that will achieve the best 
outcomes. 

52 Further advice will be provided to you early in the new year, including: 

• whether any changes to eligibility settings are needed to meet the intent of the 
expanded programme 

• the appropriate length of the subsidy to ensure FWSE recipients have the best 
chance of succeeding 

• what supports will be provided including options for scaling up existing supports 
and piloting new supports where needed 

• how we intend to report on and evaluate the FWSE expansion, including 
evaluation of the pilots. 

Next steps 

53 MSD will provide a joint report with the Treasury to you and the Minister of Finance 
by 22 January 2021, with advice on detailed policy settings for the expanded FWSE 
scheme and piloted supports. This will be separate from the wider Flexi-Wage 
expansion report. 

File ref: REP/20/12/1170 

A12920307 

Author: ~9C2Xal 

R . b I i-9(2)(i} espons, e manager: 

7 OECD. (2016). Inclusive Business Creation: Good Practice Compendium, OECD Publishing. 
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Appendix One: Summary of selected International self-employment supports 

Country Name of I Ellglblllty Prerequisites Support provided Evaluations of the scheme 

Scheme I - - - -

Australia New People do not have to be The business idea must meet Those receiving benefits can A 2002 evaluation found high labour market outcomes 

Enterprise receiving a benefit but eligibility criteria. receive the NEIS allowance for up for participants. Around 80% of participants were in 

Incentive must be able to work the 
Following this, must complete 

to 39 weeks following approval of employment three months after cessation of assistance. 

Scheme required hours in 
up to 13 weeks of free small 

business plan. The allowance is Around 70% of those on unemployment benefits at 

(NEIS) proposed business. 
business training, in which a 

equivalent to the unemployment commencement were no longer rece,vmg benefits at 

The scheme has recently business plan Is developed. 
benefit. both three and six months after completion of NEIS. 

been expanded to 
Following this, business plan 

Those on benefits still receive It was noted that deadweight loss associated with the 

include people who are 
must be approved. 

benefits during the training phase. programme was likely to be very high (in terms of those 

working, caring or 
All participants receive a minimum 

who would have found employment anyway), but noted 

studying part-time and 
of five Business Mentoring visits 

that many may never have started up their own 

micro-business owners 
over a period of 52 weeks. 

business in the absence of the scheme. 

impacted by COVID-19. 

United New People or their partners Must attend a workshop, after Weekly allowance worth up to A 2018 qualitative evaluation found the programme 

Kingdom Enterprise who are receiving which business proposition is £1,274 over 26 weeks once offered effective support for those interested in self-

Allowance Universal Credit, assessed. participant.starts trading. employment as a route to enter the labour market. 

Jobseeker's Allowance or 
Following this, must go through Can still receive benefit during The evaluation noted that amongst those involved in 

the Employment and 
a 12-week mentoring phase to mentoring and business the scheme, the broad eligibility criteria were seen as 

Support Allowance (for 
develop a business plan with development phase. positive. The mentonng phase and the weekly 

people with disabilities). 
the support of a mentor. allowance were noted to be a vital part of the design, 

Can apply for a start-up loan of 
People getting Income 

If this plan is agreed, optional between £500 and £25,000. 
but the optional loan was less well received. 

Support and who are a 
13-week Business Development The general impression of the support offered by 

lone parent, sick or Business mentors available for first 
hientors was that it was flexible and tailored to the Phase. During this phase, must 

disabled. 52 weeks. 
start trading and stop daimrng needs of participants, however it was noted that 

benefit. ongoing support following approval of business plans 

was often limited and ad-hoc. 
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Country Name of Eligibility Prerequisites 1 Support provided Evaluations of the scheme 
Scheme 

-----
United Self- Eligible for Differs by state. For example, A weekly allowance instead of Based on a group comparison between SEA participants 

States Employment Unemployment New York State requires at least regular unemployment benefits, and SEA-eligible (but non-participating) individuals, a 

Assistance Compensation (UC) 20 hours of entrepreneurial for the same duration. 2001 study highlighted severa l positive outcomes. First, 

(SEA) 
Permanently laid off 

training and at least two the analysis concluded that SEA participants were 19 

from previous Job 
meetings with a business 

r 
1 times more likely than eligible non-participants in 

counsellor. sample states to be self-employed at any point after 
Identified as likely to l their period of unemployment. 
exhaust UC benefits 

Second, the study found that SEA program participants 

I Participating in self- were four times more likely to have obtained any type 
employment activities of employment (i.e., self-employment or wage/salary 
including employment) than eligible non-participants. Finally, SEA 
entrepreneurial training, program participants reported high levels of satisfaction 

business counselling, with self-employment and the training they received as 

and technical assistance part of the SEA program. 
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Re ort 

Date: 16 December 2020 

MINISTRY OF SOCIAL 
DEVELOPMENT 
TE MANATU WHAKAHIATO ORA 

Security Level: IN CONFIDENCE 

To: Hon Carmel Sepuloni, Minister for Social Development and Employment 

Initial advice on Flexi-Wage Self-Employment 

Purpose of the report 

1 This report provides advice on current settings and usage of Flexi-Wage Self
Employment (FWSE) and discusses potential improvements and next steps. 

Executive summary 

2 On 30 November 2020 Cabinet agreed to the expansion of the Flexi-Wage scheme, 
including ring-fencing $30 million to expand FWSE, with a portion of this funding 
going towards self-employment support pilots [CAB-20-MIN-0493 refers]. This 
funding is intended to help out-of-work Kiwis to start their own business, and to 
encourage entrepreneurship and innovation as part of the COVID-19 response. 

3 FWSE is a subsidy intended to help clients to overcome financial barriers associated 
with moving into self-employment. The expected outcome is that client is able to fully 
support themselves from their business in time. 

4 The FWSE subsidy is calculated on a client's living expenses, needs, skills and 
expected cash flow of the business they are looking to establish. While the subsidy is 
available for up to 12 months, in the 2019/2020 financial year, 64 percent of 
participants received the subsidy for five-to-seven months. 

5 FWSE is currently a relatively small-scale programme. Over the past year, 186 clients 
used the subsidy at a total cost of approximately $2 million. As FWSE is relatively 
expensive per participant, regions need to manage it very closely to get as many 
total outcomes as possible from their allocation. 

6 The $30 million increase in funding will allow the Ministry of Social Development 
(MSD) to expand the assistance significantly, front-loading support to ensure that the 
increase in volumes will occur while enabling us to still select from a pool of high
calibre applications using a robust vetting process. Front-loading support will also 
assist a greater number of people to develop their business proposals and be 
accepted following the vetting process. 

7 As well as looking at volumes and up-front support, current take-up of FWSE 
suggests that improvements could be made to better target this support to ensure it 
is equally accessed across groups. Data shows that FWSE take-up is higher amongst 
Pakeha, although it is reasonably proportionate to overall numbers of men and 
women on benefit. Maori and disabled people are underrepresented in FWSE take-up 
when compared to total proportions of these groups receiving main benefits. 

8 Looking at benefit type, the majority of take-up is by those on Jobseeker Support -
"Work Ready" followed by those on Sole Parent Support (take-up by the latter group 
is equal to the proportion on main benefits). 

9 MSD, in consultation with other agencies, has identified a number of improvements 
that could be made to FWSE as part of the expansion, including removing the 
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expectation that those accessing FWSE have exhausted all other job search 
alternatives, providing greater operational clarity, increasing the amount of up-front 
supports, involving subject matter experts in the vetting process, providing on-going 
support through business mentors, ensuring regional consistency and providing 
targeted supports to increase access for Maori and Pacific peoples. 

10 International evidence supports the consultation and data findings and a summary of 
selected international supports is attached as Appendix 1. 

11 Further advice will be provided to you and the Minister of Finance early in the new 
year (separate from the wider Flexi-Wage expansion report). 

Recommended actions 

It is recommended that you: 

1. note the current Flexi-Wage Self-Employment settings and opportunities for 
improvement (paras 25 to 37) 

2. note that officials will provide further advice in the new year including: 

• whether any changes to eligibility settings are needed to meet the intent of 
the expanded programme 

• the appropriate length of the subsidy to ensure Flexi-Wage Self-Employment 
recipients have the best chance of succeeding 

• what supports will be provided including options for scaling up existing 
supports and piloting new supports where needed 

• how we intend to report on and evaluate the Flexi-Wage Self-Employment 
expansion, including evaluation of the pilots. 

3. agree to forward this briefing to the Minister of Finance for his information 

Agree / Disagree 

4. note that MSD will provide a joint report to you and the Minister of Finance by 
22 January 2021, with advice on detailed policy settings for the expanded Flexi
Wage Self-Employment scheme and piloted supports. 

Hayley Hamilton p 
General Manager 
Employment and Housing Policy 

Hon Carmel Sepuloni 
Minister for Social Development and 
Employment 
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The Government committed to expand Flexi-Wage Self-Employment 

12 The Government committed to revamping and expanding the Flexi-Wage programme 
to support up to 40,000 more New Zealanders into work or to set up a business. 

13 On 30 November 2020 Cabinet agreed to the expansion of the Flexi-Wage scheme, 
including ring-fencing $30 million to expand Flexi-Wage Self-Employment (FWSE). A 
portion of this funding will go towards self-employment support pilots [CAB-20-MIN-
0493 refers]. This funding is intended to help out-of-work Kiwis to start their own 
business, and to encourage entrepreneurship and innovation as part of the COVID-19 
response. 

14 This paper also noted that officials would provide more detailed advice, including on 
FWSE as necessary. 

Flexi-Wage Self-Employment currently supports disadvantaged 
people into self-employment 

15 FWSE-style support has been provided by Government in different forms since 1985. 
When self-employment support was first established as part of the Job Opportunities 
Scheme, it was targeted to those facing serious obstacles to employment. However, 
when this was renamed the Enterprise Allowance, eligibility was tightened to "priority 
status clients" who had been unemployed for at least 26 weeks. 

16 Demand for this type of product varies. Following the Global Financial Crisis (GFC), 
the proportion of the total workforce the rate increased over a three-year period. This 
may have been driven by employees who lost their jobs during the recession 
reassessing their employment options and deciding to enter into self-employment. 
We are seeing the beginnings of a similar trend following COVID-19 with a rise in 
applications for self-employment assistance. Although this increased interest in 
entering self-employment may abate once the economy improves, workers who have 
followed a self-employment pathway will likely experience improved employability as 
a result. 

17 FWSE was established in 2012. It is a subsidy intended to help clients to overcome 
financial barriers associated with moving into self-employment. The expected 
outcome is that the client would be able to fully support themselves from their 
business in time. 

18 FWSE is calculated on a client's living expenses, needs, skills and expected cash flow 
of the business they are looking to establish. FWSE is available for up to 12 months. 
In the 2019/2020 financial year, 64 percent of participants received the subsidy for 
five-to-seven months (with the average length being six months). 

19 FWSE is currently a relatively small-scale programme - over the past year, 186 
clients used the subsidy at a total cost of approximately $2 million (a figure that has 
remained roughly the same since 2017). 

20 FWSE is funded from within the general Flexi-Wage funding allocated to regions and 
is expensive per participant. Because of this, regions need to manage it very closely 
to get as many total outcomes as possible from their allocation. Grants from July 
2019 to June 2020 show that the majority of FWSE were paid out in the Auckland ( 46 
percent of all grants) followed by Wellington (19 percent), suggesting there is 
regional variation in using this assistance (although some of this variation could be 
due to higher population density in those cities). 

21 Additional funding through the FWSE expansion will allow MSD to expand this 
assistance while still ensuring we are selecting from a pool of high-calibre 
applications. Providing more support at the outset will also assist a greater number of 
people to develop their business proposals and be accepted following the vetting 
process. 

22 An evaluation of FWSE found that it had a positive impact on time spent independent 
of the welfare system, but no effect on income or time spent in employment. 
However, this evaluation was based on less than two years of observed outcomes. 
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Longer-term impacts on income and employment are expected to become more 
evident in future evaluations1• 

23 In addition, monitoring data indicates that for the period of 1 July 2018 to 31 May 
2020, 77 percent of clients who participated in a FWSE contract remained off benefit 
for six months after the contract ended (ie achieved sustainable employment). 

24 Under current settings, a person receiving FWSE must be: 

• a New Zealand citizen or permanent resident and ordinarily resident in New 
Zealand 

• within New Zealand's working-age population 

• disadvantaged in the local labour market and 

• either: 

o at risk of likelihood of long-term benefit dependency or 

o in a situation where the Regional Director or National Manager for a 
programme has decided that there is a need to provide assistance (in 
exceptional circumstances). 

Current settings allow for part-time opportunities for some clients ... 

25 Pro rata wage subsidies for FWSE are also available to clients who are starting to 
work part-time, between 15-30 hours per week, who either do not have full-time 
work obligations (eg sole parents) or who have a disability. However, in this situation 
it is expected that the client will be able to fully support themselves from their 
business in the near future . 

... and for couples or groups to enter into business together 

26 People may go into partnership together as a duo or group and receive FWSE if all 
members intend to participate full-time and if they all individually meet the eligibility 
criteria. In this situation, only one business plan is needed. FWSE and the Business 
Training and Advice Grant (see para 20) can be provided on an individual basis. 

A number of suitability factors are considered alongside eligibility criteria when 
deciding to grant Flexi-Wage Self-Employment 

27 Due to the demanding nature of self-employment and the relatively high level of 
financial support provided relative to other employment assistance products, 
suitability factors are also considered when granting FWSE. Subject matter experts, 
generally work brokers or labour market advisors, assess eligibility for FWSE. Across 
regions, the factors that seem to be the most important and frequently used include: 

• criteria relating to the viability of the business itself, with consideration to local 
labour market conditions; for example: 

o has the person researched local labour market conditions? 

o has the person identified a point of difference for their business? 

o has the person considered the market saturation for their product or 
service (ie how many other similar businesses already exist)? 

• criteria regarding the applicant; for example: 

o is the person motivated and serious about starting their own business? 

o does the person have a realistic appreciation of the work needed to make a 
business successful? 

1 Business survival rates are not currently captured as part of the monitoring of Flexi-Wage Self
Empfoyment. 
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Flexi-Wage Self-Employment sits within a wider system of self
employment supports 

28 FWSE is just one form of self-employment support available through MSD and wider 
government agencies. As FWSE is a wage subsidy, it is often packaged with other 
supports to provide mentoring assistance and business advice. For example, other 
self-employment supports provided by MSD include: 

• Self-Employment Start-Up- a payment for essential business start-up costs 
such as leasing premises. Up to $10,000 in a 52-week period 

• Business Training and Advice Grant (BTAG) - a payment for business 
advice and training including the development of a business plan. Up to $1,000 
in a 52-week period. Over the past year, 285 clients utilised the product at a 
total cost of approximately $200,000. 

29 These forms of assistance are often used to form a package of supports. For 
example, BTAG is o~en provided before clients apply for FWSE. BTAG is intended to 
help them develop the business case that will be used as part of their FWSE 
application. Self-Employment Start-Up can then be used in conjunction with FWSE 
when the client starts up their business. 

30 In the 2019/20 financial year, 295 people received the Business Advice and Training 
Grant, while 160 received Self-Employment Start-up and 186 received Flexi-Wage 
Self-Employment. The average payment for the Business Advice and Training Grant 
was $735, for Self-Employment Start-Up it was $5,733 and Flexi-Wage Self
Employment was $6,121. 

31 There is regional variation in offering these supports, and some regions offer a 
stronger training component. For example, Auckland currently provides Be Your Own 
Boss, which is an eight-week long training programme to upskill clients taking a self
employment route. 

32 Other agencies, such as the Ministry of Business, Innovation and Employment 
(MBIE), Inland Revenue and Te Puni Kokiri (TPK) also provide support and advice for 
people wanting to enter self-employment (eg covering topics such as taxation, health 
and safety, book-keeping and cash flow). 

33 MSD employment supports are generally targeted to those at-risk of long-term 
benefit receipt (in alignment with MSD's investment strategy). In contrast, MBIE's 
self-employment supports are generally non-targeted and provide general business 
advice, including to business start-ups. Where a person sits outside of our eligibility 
criteria, MSD can refer potential business owners to supports provided by other 
agencies. 

34 MSD is currently compiling a stocktake of relevant self-employment supports to 
ensure that the expanded FWSE and pilots do not duplicate existing initiatives. MSD 
is also looking at opportunities where FWSE could complement existing supports and 
will leverage these where appropriate. 

Officials have identified a number of ways Flexi-Wage Self
Employment could be improved 

35 MSD, in consultation with other agencies, has identified a number of improvements 
that could be made to FWSE as part of the expansion: 

• Eligibility: removing the expectation that those accessing FWSE have 
exhausted all other job search alternatives (ie regarding self-employment as an 
alternative but equal pathway to employment, rather than an option of last 
resort). 

• Prioritising applicants: providing greater operational clarity on priority groups 
to support frontline decision-making. 
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• Up-front supports: ensuring wrap-around supports are provided up-front, 
including to develop a business plan, before people apply for FWSE. This will 
help ensure applicants have the appropriate skills, motivation and expectations 
needed to succeed and to reduce barriers for those without existing business 
knowledge. 

• Independent expertise: involving people with the right expertise in vetting 
applications; for example, having business plans vetted by independent 
assessors with a background in and understanding of business, to inform 
regional decision-making. 

• On-going supports: providing consistent and on-going support through 
experienced business mentors that continue to be available even after FWSE has 
ceased. 

• Regional consistency: increasing regional consistency, whilst allowing 
adequate flexibility to meet local needs. 

• Targeted supports: providing supports that are culturally specific to increase 
access for Maori and Pacific clients. 

Improvements could help to better target Flexi-Wage Self-Employment 

36 We know that some groups consistently experience poor employment outcomes. As 
reflected in the all-of-government Employment Strategy, the groups identified as 
experiencing the most disadvantage in the labour market include Maori, Pacific 
peoples, youth, disabled people, older people and ethnic minorities and former 
refugees2 • 

37 Current take-up of FWSE suggests that improvements could be made to better target 
this support to ensure it is equally accessed across groups. As Table 1 shows, when 
compared to total numbers of main beneficiaries, FWSE take-up is higher amongst 
Pakeha, although it is reasonably proportionate to overall numbers of men and 
women on benefit. Take-up from Maori is below the total proportion of Maori 
receiving main benefits. 

Table 1: demographic breakdown of FWSE recipients compared to the total demographic 
proportion of main beneficiaries 

Demographic Percentage of total FWSE recipients (July Total group proportion of main 
2019 to June 2020) beneficiaries (as at September 2020) 

NZ European / 48% 36.9% 
Pakeha 

Maori 24% 36.3% 

Pacific peoples 8% 8.7% 

Men 46% 46.1% 

Women 54% 53.8% 

2 www.mbie.oovt.nz/dmsdocument/6614-our-emoloyment-strategy-evervone-workioq-to-deliver-a
produ ctive-susta ina ble -and-jncl usive-n ew-zea land . 
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Tables 2: FWSE grants for the period 1 July 2019 to 30 June 2020 broken down by age 
group 

Age Percentage 

18-24 6% 

25-34 27% 

25-44 31% 

45-54 19% 

55-64 17% 

Note: the total group proportions of different age groups represented in main benefit numbers 
are not currently available. 

38 Table 2 shows that the highest proportion of FWSE recipients are aged 25 to 44 and 
receipt tends to skew towards older working -age people. This could be due to older 
people having the life experience that means they are more prepared for self
employment. While the percentage of recipients aged 19 to 24 may seem low, it is 
important to note that there are other youth enterprise supports available to this age 
group, including the Ministry of Youth Development's Youth Enterprise and 
Entrepreneurship funding. 

Table 3: breakdown of FWSE grants for the period 1 July 2019 to 30 June 2020 by benefit 
type 

Benefit type Percentage of FWSE recipients Proportion of total benefit 
(July 2019 to June 2020) type out of total on main 

benefit 

Jobseeker Support - Work 54% 36% 
Ready 

Jobseeker Support - Health 10% 19% 
Condition or Disability (JS-HCD) 

Sole Parent Support 18% 18% 

Supported Living Payment 4% 25% 
(SLP) 

Combined JS-HCD & SLP 14% 45% 

Not on a benefit 15% N/A 

39 The breakdown of FWSE grants by benefit type (displayed in Table 3 above) shows 
that the majority of FWSE recipients are "work-ready" jobseekers, followed by a 
reasonable proportion of sole parents. As might be expected, only a small percentage 
of people on Supported Living Payment (SLP) are granted FWSE. This is because 
these clients are less likely to be able to meet the expectation that they will be able 
to fully support themselves through their business in the near future. 

40 Fourteen percent of FWSE recipients are disabled or have a health condition (as 
shown by the combined JS-HCD and SLP percentages). This is likely an undercount 
the number of disabled people being supported with FWSE, as some will be captured 
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under other benefit types, such as Sole Parent Support. However, the numbers still 
suggest disabled people are underrepresented in total take-up of FWSE. 

41 Consultation with TPK and the Ministry for Pacific Peoples suggested the need for 
bespoke approaches to deliver FWSE and associated supports as a means of 
attracting and retaining Maori and Pacific participants, reducing barriers and 
improving equity for these groups. Tailored approaches would also provide better 
inclusion at the outset by piloting and identifying innovation and options to improve 
service offerings, as well as provide relevant insights and information that would not 
be gained by looking at international models3 • 

42 The provision of increased wraparound support would also help to reduce barriers for 
specific groups such as Maori, Pacific peoples and disabled people who may have had 
fewer opportunities to develop entrepreneurship skills. 

43 Ensuring that FWSE materials and services are universally accessible (eg through 
easy-read formats and hard copy braille) will also contribute to raising the profile of 
FWSE amongst disabled people as an entry point into self-employment. 

Evidence supports these findings 

44 Officials have also scanned similar international schemes to understand what self
employment supports are being provided overseas, how they are targeted and what 
components seem to be the most effective. A summary of selected international 
supports is attached as Appendix One. 

45 An OECD report about sustaining self-employment4 noted four key policy 
interventions to help improve the sustainability of business starts. These include 
providing training to boost business management skills, providing coaching and 
mentoring to address lack of experience, improving access to financing (as new 
businesses often rely on personal savings and loans), and ensuring access to existing 
infrastructure of business development services. 

46 A number of evaluations of international supports have also been done. One 
evaluation in the United States (US) looked at two self-employment programmes 
trialled in different cities. This study found that the programme providing longer-term 
supports alongside an allowance-type, wage supplement payment was more cost
effective than the programme that front-loaded supports and provided lump-sum 
allowances to serve as business start-up capital. The more cost-effective programme 
also saw better business survival rates with 74 percent of participants' businesses still 
operating nearly three years later versus 61 percent of businesses in the other 
programme. Both programmes used a thorough screening process to determine 
suitable candidates5• 

47 Another US study evaluating the effectiveness of a programme called Project GATE, 
which involved significant participant vetting but no monetary support, found that 
success was dependent on the participants' access to business start-up and 
mentoring supports. The programme was also found to only be effective for 
unemployed jobseekers (not those who were employed, self-employed or not in the 
labour force)6• 

3 Improving access for Maori would also help to fulfil our Crown obligations under Article Three of Te 
Tiriti o Waitangi/The Treaty of Waitangi, by providing more opportunities for Maori to attain self
employment, in line with the rate of Pakeha. 

4 OECD. (2015). Policy Brief on Sustaining Self-employment, OECD Publishing. 

5 Wandner, Stephen A. and Jon Messenger. (2010). The Self-Employment Experiments and the Self
Employment Assistance Program. 

6 Michaelides, Maries and Benus, Jacob. (2011). Are self-employment training programs effective? 
Evidence from Project GA TE. 
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48 A study looking at a German self-employment assistance programme also found a 
number of factors that contributed to its success. These included providing a wage 
subsidy that is equal to the unemployment benefit, using a screening mechanism 
(including the requirement to develop a business plan that is approved by a third 
party), generating awareness of the programme through advertising and outreach, 
and recognising that not everyone is an entrepreneur by implementing restrictive 
entry requirements. 7 

49 An evaluation of the UK scheme, New Enterprise Allowance, also suggested 
improvements. In particular it noted that, amongst those involved in the scheme, the 
broad eligibility criteria were seen as positive (ie assistance was not restricted to 
longer-duration recipients of income support). It also noted that any future scheme 
should provide adequate attention to the support provided to participants once they 
commence trading, given the evaluation highlighted that this was an insufficient 
feature of the current scheme. 

SO At a national level, New Zealand business survival statistics show that 67 percent of 
all New Zealand businesses born in 2015 were still surviving two years later. This 
reinforces the need to provide people who are low income and disadvantaged in the 
labour market with the support they need to boost the likelihood of their new 
business succeeding. 

Further advice will be provided on detailed policy decisions 

51 Officials are currently progressing work on how we can best design and deliver the 
expanded Flexi-Wage Self-Employment and pilots in a way that will achieve the best 
outcomes. 

52 Further advice will be provided to you early in the new year, including: 

• whether any changes to eligibility settings are needed to meet the intent of the 
expanded programme 

• the appropriate length of the subsidy to ensure FWSE recipients have the best 
chance of succeeding 

• what supports will be provided including options for scaling up existing supports 
and piloting new supports where needed 

• how we intend to report on and evaluate the FWSE expansion, including 
evaluation of the pilots. 

Next steps 

53 MSD will provide a joint report with the Treasury to you and the Minister of Finance 
by 22 January 2021, with advice on detailed policy settings for the expanded FWSE 
scheme and piloted supports. This will be separate from the wider Flexi-Wage 
expansion report. 
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7 OECD. (2016). Inclusive Business Creation: Good Practice Compendium, OECD Publishing. 
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Appendix One: Summary of selected international self-employment supports 

Country Name of Eligibility Prerequisites Support provided Evaluations of the scheme 
I Scheme 

Australia New People do not have to be The business idea must meet Those receiving benefits can A 2002 evaluation found high labour market outcomes 

Enterprise receiving a benefit but eligibility criteria. receive the NEIS allowance for up for participants. Around 80% of participants were in 

Incentive must be able to work the 
Following this, must complete 

to 39 weeks following approval of employment three months after cessation of assistance. 

Scheme required hours in 
up to 13 weeks of free small 

business plan. The allowance is Around 70% of those on unemployment benefits at 

(NEIS) proposed business. 
business training, in which a 

equivalent to the unemployment commencement were no longer receiving benefits at 

The scheme has recently business plan is developed. 
benefit. both three and six months after completion of NEIS. 

been expanded to 
Following this, business plan 

Those on benefits still receive It was noted that deadweight loss associated with the 

include people who are 
must be approved. 

benefits during the training phase. programme was likely to be very high (in terms of those 

working, caring or 
All participants receive a minimum 

who would have found employment anyway), but noted 

studying part-time and 
of five Business Mentoring visits 

that many may never have started up their own 

micro-business owners 
over a period of 52 weeks. 

business in the absence of the scheme. 

impacted by COVID-19. 

United New People or their partners Must attend a workshop, after Weekly allowance worth up to A 2018 qualitative evaluation found the programme 

Kingdom Enterprise who are receiving which business proposition is £1,274 over 26 weeks once offered effective support for those interested in self-

Allowance Universal Credit, assessed. participant starts trading. employment as a route to enter the labour market. 

Jobseeker's Allowance or 
Following this, must go through Can still receive benefit during The evaluation noted that amongst those involved in 

the Employment and 
a 12-week mentoring phase to mentoring and business the scheme, the broad eligibility criteria were seen as 

Support Allowance (for 
develop a business plan with development phase. positive. The mentoring phase and the weekly 

people with disabilities). 
the support of a mentor. allowance were noted to be a vital part of the design, 

Can apply for a start-up loan of 
People getting Income 

If this plan is agreed, optional between £500 and £25,000. 
but the optional loan was less well received. 

Support and who are a 
13-week Business Development The general impression of the support offered by 

lone parent, sick or Business mentors available for first 
Phase. During this phase, must mentors was that it was flexible and tailored to the 

disabled. 52 weeks. 
start trading and stop claiming needs of participants, however it was noted that 

benefit. ongoing support following approval of business plans 

was often limited and ad-hoc. 
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Country Name of Eligibility Prerequisites Support provided Evaluations of the scheme 

Scheme 
....__ 

United Self- Eligible for Differs by state. For example, A weekly allowance instead of Based on a group comparison between SEA participants 

States Employment Unemployment New York State requires at least regular unemployment benefits, and SEA-eligible (but non-participating) individuals, a 

Assistance Compensation (UC) 20 hours of entrepreneurial for the same duration. 2001 study highlighted several positive outcomes. First, 

(SEA) 
Permanently laid off 

training and at least two the analysis concluded that SEA participants were 19 

from previous job 
meetings with a business times more likely than eligible non-participants in 

counsellor. sample states to be self-employed at any point after 
Identified as likely to their period of unemployment. 
exhaust UC benefits 

Second, the study found that SEA program participants 

Participating in self- were four times more likely to have obtained any type 

employment activities of employment (i.e., self-employment or wage/salary 

including employment) than eligible non-participants. Finally, SEA 

entrepreneurial training, program participants reported high levels of satisfaction 

business counselling, with self-employment and the training they received as 

and technical assistance part of the SEA program. 

Initial advice on Flexi-Wage Self-Employment 2 




