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10 MAY 2021

Téna koe

On 9 April 2021, you emailed the Ministry of Social Development (the Ministry)
requesting, under the Official Information Act 1982, the following information:

e A request for all briefings to ministers (in the current term of government)
regarding restrictions and limitations to the access of assistance and support
under the Social Security Act.

On 12 April 2021, you were asked to clarify the request and provide more information
on what you were interested in. You were asked:

e Are you interested in everything that comes under the Social Security Act or
specific things only? (i.e. Housing, Employment etc.)

e What is meant by ‘restrictions and limitations to access’? This could be
interpreted very broadly.

e By current term of Government, do you mean a date range of October 2020 to
April 20217

On 12 April 2021, you emailed the Ministry with the following clarifications:

e I am interested in advice from the Ministry regarding legislative/regulatory
barriers to persons accessing financial assistance under the Social Security Act.

e By 'restrictions and limitations to access' I refer to the Obligations of
Beneficiaries (Subpart 3) and Factors Affecting Benefits (Part 4), where
provisions could be considered barriers to accessing financial assistance.

e That [term of Government] is correct - Briefings sent between October 2020
and April 2021.

On 13 April 2021, you were asked for further specificity in your request. You were
advised that the Social Security Act is an extensive piece of legislation, and were asked
whether there were any specific sections of the legislation you are interested in.

On 14 April 2021, you emailed the Ministry with the following clarifications into the
specific sections of legislation you were interested in:

e 'Jobseeker Support' (Subpart 2) and the requirements outlined in sections 20
through 28; and

e Specific Obligations: work preparations (in Subpart 3) - sections 138 through
to 154.

A commitment to overhaul the welfare system was part of the New Zealand Labour
Party’s Confidence and Supply Agreement with the Green Party of Aotearoa New
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Zealand during the previous term of Government. On 11 November 2019, Cabinet
made decisions on the plan for the welfare overhaul work programme. Information on
these decisions can be found here: https://www.msd.govt.nz/about-msd-and-our-
work/publications-resources/information-releases/welfare-overhaul-update-on-

progress-and-long-term-plan.html.

The following documents are enclosed in response to your request. In order to be
helpful, links to additional information on the reports you have requested have also
been provided.

¢ Document 1 - REP/20/11/1049 - Report - Briefing on Welfare System and
Income Support, dated 6 November 2020.

e« Document 2 - Attachment to REP/20/11/1049 - Initial advice on employment
and income support options, dated 6 November 2020.

¢ Document 3 - REP/20/7/804 - Report - Proposed approach for reviewing
obligations and sanctions of the Social Security Act 2018 and relevant
regulations, dated 24 July 2020.

You will note that some information is withheld under section 9(2)(f)(iv) of the Act as
it is currently under active consideration. The release of this information is likely to
prejudice the ability of government to consider advice and the wider public interest of
effective government would not be served.

You will note that some information is withheld under section 9(2)(a) of the Act as it
is to protect the identity of Ministry employees.

Regarding the document titled ‘Initial advice on employment and income support
options’', dated 6 November 2020, please note that the figure attributed to increasing
abatement thresholds ($244 million) was a preliminary estimate. The following publicly
available Cabinet paper and Beehive announcement provide more up to date figures:

o Cabinet paper: https://www.msd.govt.nz/documents/about-msd-and-our-
work/publications-resources/information-releases/cabinet-
papers/2021/cabinet-paper-increasing-main-benefit-abatement-thresholds-
on-1-april-2021-and-consequential-adjustment-to-the-minimum-family-tax-
credit. pdf

¢« Beehive announcement: https://www.beehive.govt.nz/release/government-
delivers-promise-working-low-income-families

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

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

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

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

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

OIA Reguests@msd.govt.nz.

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

Nga mihi nui

Leah Asmus
Policy Manager
Welfare System and Income Support
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MINISTRY OF SOCIAL

DEVELOPMENT

TE MANATO WHAKAHIATO ORA
Report
Date: 6 November 2020 Security Level: IN CONFIDENCE
To: Hon Carmel Sepuloni, Minister for Social Development and Employment

Briefing on Welfare System and Income Support

Purpose of the report

1. This report sets out key issues and strategic choices and oppor’cum Jes w the
welfare system and provides a roadmap for upcoming ad@fce on l'he stem.

2. This briefing should be read alongside the attacheQ/A@ In1t1a7 adwce o (emp/oyment
and income support options” which provides mare’information o\she\k v trade-offs
across income support and employment. TogetT\er these pagers \hd’on earlier
conversations and will be discussed at your. mejzj:mg wu;h%@:@} on 9 November 2020
(to inform the upcoming work programmel

3. Further detailed advice on foreign natuohals Strar de?\n\y\w Zealand will be provided

separately. o~ Pl b
Executive Summary ) COLD
4. Asyou know, income Q(t ,@ mtes\ded l;? help meet essential living costs and

alleviate poverty. me su\oporl.s system has evolved incrementally over time and
now has a nun;\per Sgk_}nlﬁcant ssues

Key issues within the ﬁyélfare syst m

5.  While réceﬁt change ave\,prowded significant improvements to the living standards of
low<i \ﬁ ew Zeal‘a\nd@'s income adequacy issues remain for many low-income
individuats an Famthés particularly single adults without children, and couples. These
income adeg tx,%‘s‘ues disproportionately affect Maori and Pacific peoples, as they are
over-rep es set-h poverty, unemployment and benefit receipt statistics.

chi rerty targets under the Child Poverty Reduction Act (2018), which are to halve
the 7/18 rates. The size of the impact on child poverty rates of COVID-19 is not yet
clear, but the pathway to achieving these targets is certainly now more challenging.

The income support and employment related levers are significant factors in helping to
achieve these targets, particularly levers focused on parents with children (such as
Working for Families).

6. Therﬂi oan ongomg need to make progress towards the Government’s ten-year

7. There are remaining issues with financial incentives to work that need to be
considered. While there are generally strong financial incentives to work for people
without children, there are weaker financial incentives to work for others. This includes
sole parents, who face childcare costs while on a single income or Supported Living
Payment recipients. Additional income support for working families targeted at certain
groups (such as Childcare Assistance) could be an effective intervention to address
this.

8. There are also design issues that need to be considered. The income support system
can be difficult for clients and staff to navigate due to the large number of payments
across the system that have overlapping objectives and different rules. Unnecessary
complexity, time consuming application processes and lack of awareness of support
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available can all contribute to low take-up of some payments, with evidence suggesting
that take-up of some forms of assistance is low for people in work.

Some of these issues are relatively discrete, but others raise fundamental issues with
the underlying structure of the welfare system. The income support system may no
longer reflect how New Zealanders live and work. The changing nature of relationships
and families, and the increasing number of people in temporary, non-standard and
flexible work means that some settings in the welfare system are no longer
fit-for-purpose. The impacts of COVID-19 have also raised the question of how well the
system responds to displaced workers, particularly in the face of sudden economic
shocks.

Key strategic choices and opportunities

10.

11.

12.

To respond to these challenges, it is worth considering the opportunities to progress
change, including large scale structural reforms, as part of the medium to longer-term
work programme. There are opportunities across a range of areas, |n the welfare
overhaul work programme, for example: Y N 7

« continuing to view the three-tiered structure of the m(:ome\support sy\ste\fn as
broadly fit-for-purpose, and aim to make lmprovemehts wnthln the q&rrent
structure of payments—by rebalancing the Ievels of support an add\esélng some

/

key issues within the system; and/or L)) ) \S

NN

e resetting the foundations of the welfare s\(steki,v.lnclu ng\e?plorlng amendments
to the purpose and principles of the Social. Security A zoi}& with a focus on
developing a kaupapa Maori values fraﬁ'ng\lvork and/or\w’

L4 \\ \\\
/\ \ o (\\b\\ (’\

We recommend you progress any) urther. sfprt tem changes within the context of
your long-term objectives 5:16 VJSlOI"I fpr‘tl'te w\n'“are overhaul. We recommend more
immediate changes areﬁocused on: \

. |mprovmg xpéqme adequacyh.\
. / N ) \\ \\\\\J

NN

° map;o ing falrness \perIé s experience of the system and ensuring people are
ftreatedMlth k| ghesk, dignity and respect.

The\vg’are trad stween alleviating hardship, maintaining or improving incentives
to work ar]d m }I#ng fiscal costs, as it is not possible to achieve all of them at the
same tirte. RE ing the welfare system to address all of the issues identified would
be sugnlf cant to implement and have substantial fiscal costs, particularly given the
ﬁ;’éﬁg}? ‘of COVID-19 on government revenue and expenses. Therefore, reforms
ul €ly require prioritisation and phasing of changes over several years to help
marrage fiscal costs and to manage any implementation constraints.

The welfare overhaul work programme

13.

14.

15

Cabinet agreed to overhaul the welfare system to achieve its vision for a system that
ensures people have an adequate income and standard of living, are treated with
respect, can live in dignity, and are able to participate meaningfully in their
communities [CAB-19-MIN-0578 refers]. On 6 November 2019, Cabinet endorsed a
high-level short, medium, and long-term work programme to achieve this vision, but
did not detail when work would be progressed.

The Labour Party manifesto (the manifesto) noted a commitment to continue the
welfare overhaul and work towards implementing the recommendations of the Welfare
Expert Advisory Group (WEAG). As you know, WEAG proposed a comprehensive
package of substantial changes to income support focused on addressing a lot of the
problems noted above, while broadly maintaining the existing structure of income
support.

The manifesto also noted a focus on improving income adequacy through paid
employment, with proposed changes to benefit abatement thresholds, expanding
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flexi-wage and the Training Incentive Allowance. Changes focused on improving the
financial incentives to work, active labour market policies and retraining programmes
would contribute significantly to poverty reduction, particularly during times of higher
unemployment.

Further
advice on active labour market policies and employment supports will be provided to
you in a separate report.

16. In the context of the Government’s vision for the welfare system and poverty reduction
objectives, changes could also include a focus on ensuring adequate income support for
those who cannot get work, particularly at a time when more people are reliant on
income support. Our view is that increasing main benefits is the best lever to achieve
thlS, with .options to target increases to beneficiaries with the lowest after housing-cost

(t‘

@qen%e and\fal

17. There are also changes focused on improving clien
welfare system. These can be cheaper in cost b
outcomes and experiences of the welfare s \Y \r* the {f ears, we have
strengthened our service culture to mprqu@ s)experien& ients, but there
continues to be some compllance-hea Y e 6 € mplex rules.

r‘ess withln the
pacts on client

Next Steps 2 N 2 O
18. Following your meét@g% offi éla‘js 6n 9 November 2020, we will provide you with

detalled pohcy ar mentation aWnce on increasing beneft abatement thresholds,

\ and expanding flexi-wage by

19.

Recommended actions

It is recommended that you:

1 Note to help deliver on specific manifesto, we will be providing you with detailed policy and
implementation advice in mid-November 2020 on increasing:

e benefit abatement thresholds;
expanding flexi-wage; and

. _

2 Note the initiatives above could be implemented by 1 April 2021 if Cabinet and funding decisions
(including any required Budget 2021 pre-commitments) for increasing the benefit abatement
thresholds are made by 30 November 2020 Ak



4 Note immediate decisions or direction is required on several other initiatives, and we will be providing
you with advice on these before the end of the year:

$e

L3

v

e potential bids for the 2021 Legislation programme, including progressing the removal of the
subsequent child policy; and

\\“ & /\

B

X

/\ b
5 Indicate whether you want further advice before the end of the yeaam €0\>ID-1 llef
Payment, including updated advice on take-up and extending the'payment (lndudlng m \anges to
eligibility settings). AL R

11 Note we will be providing two additional reports before the end of the year, in collaboration with
other agencies, with advice seeking direction from Ministers on possible areas for larger scale reforms
related to:

_

e awider review of Working for Families.
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13 Note we will provide you with a report in early 2021 on the n ’1 sonthe Wélf"“\fe \;é'%ul work
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Minister for Social Development and Employment
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Part One: Key issues and opportunities in the
welfare system and income support

Background

20.

21

In June 2020, there were 353,440 working-age people receiving a main benefit and an
additional 77,000 non-beneficiaries receiving supplementary assistance. When
including New Zealand Superannuation, $29.5 billion was allocated to benefit
assistance in 2020/21.

COVID-19 has caused major economic disruption, with the number of clients receiving
benefits expected to peak in January 2022. The economic impacts of COVID-19 are
expected to disproportionally impact Maori, Pacific people and disabled people who
have additional barriers to accessing employment. Appendix Two provides more
information on the impacts of COVID-19 on the income support system and some
changes made in response to these impacts.

There are some key issues in the income supportéystgm

There continues to be income adequacy issues for some law-incom %eqpig)
% TN i S~

22,

23,

24,

2%

26.

27,

The
28.

29.

While the recent changes made to the welfare sy&féjifffsych as\,_{h‘ﬁfxi\m fementation of
the Families Package, the $25 per week incre_asgfgo main benefits:and the indexing of
these benefits to the average wage—will hetkﬁpﬁ;imp"»ﬁove\;h‘g(\Iivj};gi-standards of
low-income New Zealanders, income a ,et’s):tal:yjlsSUes{.;jg{h‘éit}ifﬁr“ many low-income
people. Many beneficiaries may strugglel-t meet essential. living costs, at the same
time the 'working poor’ also make L’jp\‘a}:s}é_eable r0 ‘b oj’;,tﬁose in financial hardship.

Historically high housing costs haw }u-t increz ﬁ@"ﬁ>€ssure on family budgets, with
almost half of beneﬁciary:h’gix\éb,ajl s spending half their income on housing costs.
Single people (without gbﬂd\’r:\p}‘-a’nd u:alésf:ml h and without children), and people

renting in the private m 'récej‘;\{}ﬁ‘ éfhi’:commodation Supplement have relatively
lower benefit in'cqn‘i; Smpared to.otherfamily types.

Income inadequaey can impact\people’s spending decisions such as purchasing cheap
and ofte,n;tfhhea}_\lt‘ﬁ{ food, relyih\g-"on food banks or going without food, avoiding doctor
visits, fofegoing children‘s.inxolvement in activities, living in overcrowded housing of
poqr_.j}qg_alftg;br borro eﬁ;\ifrdm high-cost lenders.

Furthermore, COVID:19 will certainly increase poverty and hardship rates, although it
is too soon o, estimate the size of these impacts. The sudden loss of all employment
incom ,:':b{\'g@d&eed employment income, can tip many into financial hardship,
esp;ec\ény‘ h‘\]shey have limited cash or near-cash assets to maintain existing
cwrﬁents (e.g. rent, mortgage and consumer debt).

h

T ild Poverty Reduction Act (2018) requires the Government to report annually
using child poverty rates on a range of measures, and to set three-year and ten-year
targets for child poverty reduction. The current ten-year targets are to halve the
2017/18 rates. The size of the impact on child poverty rates of COVID-19 is not yet
clear, but the pathway to achieving these targets is certainly now more challenging.

&

Maori and Pacific peoples are also over-represented in poverty, unemployment and
benefit receipt statistics which means they are disproportionately affected by income
adequacy issues within the welfare system.

income support system is difficult for clients and staff to navigate...

There are multiple payments across the system delivered by a range of different
agencies, each with overlapping objectives, different rules and eligibility criteria. People
may not be aware of what support they are entitled to, and they may not be aware of
how their incomes will change if they work more or get pay rises.

Income support offers support for people in a multitude of circumstance and targets
this support to people who really need it, the trade-offs for this is a highly complex
system that can be difficult for people to understand and navigate. While it is possible
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to simplify specific payments or certain requirements, it is not possible to make the
system 'simple’, because an element of complexity is required to maintain a targeted
income support system.

...which contributes to low take-up of some payments

30.

It is difficult to measure accurately whether income support payments are being
received by everyone who is eligible for them. However, there is sufficient evidence to
suggest that take-up of some forms of assistance is low, particularly for payments that
are also available to people in work such as the Accommodation Supplement. Low take
up can result from a range of factors, such as time consuming application processes
and lack of awareness for different types of payments and support services.

There are poor financial incentives to work for some groups

31.

32,

33

34.

35.

Paid employment can lift incomes and living standards and enabie people to experience
better self-assessed health, life satisfaction, and social connectedness. Encouraging
sustainable employment outcomes will play a significant role in reducing rates of
poverty, as households with adults in full-time work are Iess ukér' "to experrerice
poverty. 2NN

hours. The financial incentives to work are only one'f"‘ or that af(ects rk decisions.
Other factors that can influence people’s decisions to rk mclude\(he ailability and
cost of suitable childcare and suitable employmenf f\‘;;-

For people without children, there are str ror fln néial lmz‘eotlves to work, particularly
single adults without children. This has'ﬁf\dh en by tiqe stronger growth in wages
than benefits over a long period oﬂtlme

Sole parents currently have tpe:SrQaHest ga)z\ﬁe\\wgen beneflt and full-time work as
they have higher levels ofsupport)n the Qeﬁn i£'system and may face childcare costs
while on a single income.’ Ig/ﬁ hawev mpﬁﬁént to note that sole parents have sole
caregiving responsibilities-and- therefo Ee lowet levels of employment, such as part-time
work, may be moré, iatec Tﬁeféfape, increasing in-work supports (such as
Childcare Assist,’a?;c S’ y be@\mgre sappropriate intervention.

There are several reVers we c‘an\\hse to support employment outcomes, in addition to
1ncreasrﬁd th\&ﬂnanc mceptwes to work. This includes increasing employment

supp ér\;'bces, eanlyss Rtervention programmes, ensuring there are appropriate work
oblt \is/andf;[pskl mg and retraining people to meet current and future labour
market deman{ds Ao

Levels of income support can influence peoples’ decisions ta work or Yr& ad(éltaonal

The income: s&ppont system may no longer reflect how New Zealanders live and

work

36.

37

38.

R
\ P

que chaﬁgmg nature of relationships and families means that some settings in the
welfarée system are not fit-for-purpose. The welfare system is assessed using the core
family unit, which means a person’s relationship status can have an impact on their
entitlement to, and the extent of, receiving financial assistance.

Further, the economic impacts of COVID-19 and the changing nature of work has
resulted in some additional challenges for those on the margins of the labour market.
The income support system plays an important role in making sure work pays and
adequately supporting those in temporary, non-standard and more flexible forms of
work. Our employment and training services will need to continue to adapt and expand
to meet some of these challenges.

People transitioning between jobs, or in and out of the welfare system, may not always
have smooth transitions in their income, particularly families with children who
regularly switch between receiving support from MSD and Inland Revenue (IR). There
are also questions around how well the system responds to displaced workers,
particularly in the face of sudden economic shocks.



Key strategic choices and opportunities within the welfare overhaul

39.

40.

41,

As you know, Cabinet agreed to overhaul the welfare system to achieve its vision for a
system that ensures people have an adequate income and standard of living, are
treated with respect, can live in dignity, and are able to participate meaningfully in
their communities [CAB-19-MIN-0578 refers]. On 6 November 2019, Cabinet endorsed
a high-level short, medium, and long-term work programme for the welfare overhaul
to achieve the Government’s vision.

Your manifesto has a commitment to continue with the welfare overhaul work and to
implement WEAG's recommendations to improve the welfare system. WEAG proposed
a comprehensive package of substantial changes to income support focused on
addressing the problems noted earlier, while broadly maintaining the existing structure
of income support. The WEAG package had a particular focus on improving income
adequacy and simplifying and rationalising the purpose of particular payments.

In terms of income support, increasing the benefit abatement thresholds and
emergency dental limits are specific initiatives noted in the mamfesto More brﬁadly,
the manifesto notes the following broad areas of reform: %

° removing ineffective sanctions that negatively |mp’§cts ind\nd«_\ls @njﬁamllles

. increasing income support and addressang deﬁ“ ,\ N

. explore amendments to the purpose an pl;mtlples of t %I Security Act
2018 with a focus on developing a kaﬁp a,Maon va(lq\s framework;

. improving supports for drsabled rpeo‘ple\and peopfg wrttheaIth conditions and
their carers; and S

,'\‘

. ensuring the income support @Uam cch\ St6 be fit-for- purpose and fair.

Consideration is needed on tQé<@\(e>aﬂ scaf bk\hamge desired...

42.

43.

44,

45.

To respond to the cha gugemoted e nlle \ft)IS worth considering the opportunities to
progress change aspartof the medwm\\tg,longer term work programme. There are
different approa qy coul when considering your next steps on the welfare
overhaul, includirg 0n5|derm Whegl“ner to make more fundamental changes to the
design of the sys‘g/em or, akmq i%provements within the current system of payments.
For exafn/phe\\yﬁl could consider:

Inﬂ;ﬂ%@ént q e 'ng settings: This would retain the three tiers of support (i.e.
‘r}:\neflt,s upplementary assistance and hardship assistance) but rebalance the

levels of ~to/improve income adequacy and reduce complexity. The underlying

foundationg B\e ings would remain broadly the same but with a focus on changes to

exi Settin ngs that are the most problematic.

S@IP&H and foundational changes to the income support system: Making

mo ndamental changes to the foundational settings of the welfare system could

include the review of the definition and treatment of income, rules around relationships

and a re-design of in-work payments. This would also include the work to reset the

foundations of the welfare system, which includes the review of the purpose and

principles and obligations and sanctions of the Social Security Act 2018 and
development of a kaupapa Maori values framework to underpin the welfare system.




...and phasing and prioritisation is likely required in the short-term

46. There are trade-offs between alleviating hardship, improving incentives to work or
making work pay and managing fiscal costs, as it is not possible to fulfil all of them at
the same time. This is often referred to as the ‘iron triangle” and highlights the choices
and trade-offs between raising the living standards of those on low incomes,
encouraging work and ensuring fiscal costs to governments are affordable. This trade-
off becomes more important given the fiscal impact of COVID-19 on government
revenue and expenses.

47. The manifesto includes a short-term focus on improving income adequacy through paid
employment, with proposed changes to benefit abatement thresholds, expanding flexi-
wage and the Training Incentive Allowance.

48. In the context of the Government's vision for the welfare system and broader poverty
reduction objectives, short-term changes could also include a foc,_u/.é\/on ensuring
sufficient income support for those who cannot get work. qu‘f\“/(e\w\'fl,stthat/iq(:re\qsing
main benefits is the best lever to achieve this, with increases-targeted to,;t{zr;gﬁc'raries
with the lowest after housing-cost incomes. There are a1’st>f§l\ob\(¢rl’cos '§$/re
targeted changes to hardship assistance, including increases:to the deptal:emergency
limits for Special Needs Grants (which is includgd;ih}téQmanifestci‘l;\ Q

49. There are also options focused on improvin(g;:{i\\e‘(‘it_::fepi|:\>’eri/e~ qg,. x&;‘f\ai}ness within the
welfare system. These are generally cheapek.in cost butxan have significant impacts

on client outcomes and experiences Qf‘{he;WElfzﬁ'e syétem. Changes to MSD’s culture

and service delivery model are already\uddeMay. ‘x‘\_ij"s\)
AL, W\

\\\J\J) <\§ \> \
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partTwo: T selfes v

CCA T AR
Advice tha.‘?deq‘!i!/’éﬂutgeﬂt‘ﬁﬁisterial attention to deliver on the

manifesto comrmitments . -

SN

Increas’i@@e%?ﬁt@é%{’thresho/ds

50. Funaﬁg was’ ((Qrﬂéd through Budget 2019 to gradually increase the abatement
threshok@té'\"j line-with the minimum wage over the next four years. Before this change,

\'k
the abzte gnt ‘thresholds had previously remained the same since 2010.
stemme

51. Tg/\a Jifesto provides for further increases to benefit abatement thresholds to $160
p k and $250 per week to allow people to work for more hours before their
benefit is reduced. This will improve incentives for part-time work and improve income
adequacy for low-income working individuals and families.

52. We will provide further detailed policy and implementation advice, including advice on
the flow-on implications to the Minimum Family Tax Credit (MFTC).

Increasing emergency dental grants

53. Hardship Assistance is available to help people with immediate needs and essential
costs that cannot be met from any other income or assets. There is a payment
category within Special Needs Grants (SNGs) for emergency dental treatment.



54. Data from the Household Economic Survey shows that people in material hardship put
off going to the dentist in order to meet other costs. In addition, the current maximum
limits do not reflect typical emergency dental costs. Therefore, staff are commonly
granting SNGs at the maximum of $300 and meeting any remaining shortfall through
an advance payment of benefit (Advances). Advances are always recoverable, which

therefore results in client debt.
55. As you know, the manifesto commitment is to increase the SNG limits for emergency

dental treatment from $300 to $1,000. This will ensure the support provided for
emergency dental treatments more accurately reflect typical dental costs.

56. We are also undertaking a wider review of Hardship Assistance as part of the wider
welfare overhaul work programme. ="

WEAG recommended that hardship assistance be reviewed to ensure it
is adequate, appropriately designed and easy to access. (& &a

. ) féx\\, ’

Advice that require Ministe |al\dgﬂ§lo

including initiatives tha d{;\e@ jre ear

meet existing policy ;ﬂ} Jegislative
\ v o -

.\ O
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59. e O '




65.

Advice on the legislation programme for 2\05\7\\) ¥y
66. 0 {ly. =0

N S\S
= -' @

67.

- = A&Tv‘\_‘ 72
. The removal of the subsequent child

Security Act 2018 will need to be given effect from November

poII
2021 (SW a\ -0101),

69. 1 @ on, In May 2020 Cabinet agreed to fund a package of support for caregivers,
including a $25 increase to the base rates of the Foster Carers Allowance (FCA),
Orphan’s Benefit (OB) and Unsupported Child’s Benefit (UCB) which was implemented
on 6 July 2020. There are two further initiatives that have been agreed to, but are yet
to be implemented:

° Making Birthday and Christmas Allowances available for children who live
with caregivers receiving the OB or UCB, as are currently available for FCA.

. Extending eligibility for the OB or UCB to caregivers who may provide care
for less than 12 months, by removing the ‘12-month rule’.

70. Implementing these initiatives requires amendments to the Social Security Act 2018.
As the Minister for Children is responsible for OB/UCB, it was agreed they would take
the Social Security (Financial Assistance for Caregivers) Amendment Bill (which seeks
the required amendments) through the House. This Bill was introduced to the House
before it rose for the election and needs to be passed by 1 July 2021 in order to meet
agreed implementation timeframes. MSD is responsible for implementing OB/UCB as
provided in the Social Security Act 2018. Therefore, we will work closely with Oranga
Tamariki on this Bill and will advise you of any implications.
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Other COVID-19 related advice

71. Applications for the COVID-19 Income Relief Payment (CIRP) will close on 13
November 2020, with the last payments being made on 4 February 2021. Take-up has
been relatively lower than forecast due to better economic conditions than expected
and less than expected Jobseeker Support recipients being eligible for the payment.

72. The initial eligibility window was decided by Cabinet based on forecasts of
unemployment at the time. These forecasts did not factor in the extensions to the
Wage Subsidy, which has kept many people in jobs. You may wish to consider
extending the eligibility window as the latest forecasts show that unemployment is
expected to peak later than initially expected.

73. As you know, extending CIRP in its current form cannot be delivered before February
2021.1 There are several elements of CIRP’s eligibility criteria that we could consider
changing if we were to extend CIRP, including:

s "
£ P
\

« allowing a small amount of part-time work when recelvmg CIRP , ;
e changing the eligibility criteria from the last job tost ta any job,lost ljhe

eligibility period; and/or
«  modify the ‘due to COVID-19’ reqwrement meE;asons for\_tgb I ds.

74. Further policy work is required to determin hether thesen ﬁ}g}es would improve the
existing programme. Any changes to the e ig bH}y crltené qf\_J P would likely add to
implementation timeframes. \ NN

75. There are other options to provide shoﬁ:\term sg t6>f)eople affected by COVID-19,

such as temporary one-off or. oﬁ‘gm pay 2 w income people. Temporary
time-limited changes have. [ower 1ong- tern“p d are useful tools to help soften the
impacts of economic clcm'\n&f th\a d cal targeted fiscal stimulus.

76. If you wish to recejve Fther/advme q tendlng CIRP or temporary income support
options, we can.provi e\ ore, etai led advice before the end of the year on the

legislative, f‘rrétieial\@ opetat tal iplications.

Enhancing support{er dfspiaced workers and other people who lose their jobs

P \\K/) \\

77. The‘re:aﬁ'b som rélsﬁ and emerging challenges that highlight potential gaps in our
existing swp\? . for) displaced workers and others who lose their jobs, such as:

;om%,\ﬂoakers face significant drops in income following involuntary job loss, and
o~ ijstm,g income support does not significantly smooth this transition;

)gﬁlﬁcant disparities in employment outcomes by population subgroup;

.‘” the changing nature of work along with cyclical labour market shocks means that
labour market resilience and flexibility are growing in importance; and

e relatively high levels of wage scarring compared to other OECD countries?.

1 This is largely due to IT requirements and the additional complexity from having a gap between 14 November
2020 (when applications close) and when the new application period starts.

2 Where support for displaced workers is limited there is a greater risk of prolonged unemployment or poorer re-
employment wages (often known as “"wage scarring”). According to the OECD’s 2017 Back to Work New Zealand
study, “"While not directly comparable with other OECD countries due to differences in data sources, wage losses
in New Zealand seem to be large compared with OECD countries”.
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th ork Tax Credit (IWTC) and MFTC than they would be receiving a main benefit.
The MFTC is updated each year via Order-in-Council to reflect the latest levels of
income and wage rates, and must be passed by 1 December 2020 to apply from 1 April
2021. To change the rate of MFTC after this date, a primary legislation change is
required.

84. MSD, Inland Revenue and Treasury will be reporting to Ministers by 13 November 2020
to seek agreement on the setting of the level rate for the 2021/22 tax year. Officials

3 Displaced workers are those made redundant from their job. It is important to note that in New Zealand only a
small fraction of people who leave a spell of employment each month are formal redundancies. Estimates are
that, under normal economic conditions, about 30-40,000 employed people (out of a workforce of 2.2 million)
are likely to be made redundant each year. By comparison, about 30,000 people per month experience sudden
and substantial falls in earnings. Some of these income drops reflect voluntary exits from the labour market
(resignations) but there are other reasons (e.g. leaving due to injury, illness or disability; the need to care for
children or other dependents; the end of temporary work, dismissals).

13



will also present options to adjust the rate level for the current 2020/21 tax year to
reflect the changes to main benefit rates in response to COVID-19.

_

Ensure benefit levels are adequate and equitable

86. -
EAG recommended increasing main
benefits by between 12 percent and 47 percent, with larger mc@aéé\remmménded

for some family types. B >\\ 7 N\ (= N

87.

%\

88. In addition, on 1 April 2021 ne & due to increase by the growth rate in net

average wages as part of \,e)a ) ( _adjustment process. Net average wages
increased by 2.3 pe ﬁt S ber 2020, while the Consumer Price
Inflation increased same period (when excluding cigarettes and
tobacco).

89. While anméa\l w wth i to remain higher than inflation in the December
2020 quaﬂ quartg( r the annual general adjustment process), MSD can
prov advu e o opﬁons to increase rates by inflation (or any other amount
th \fﬁ -growth) if wages increase by less than inflation. If needed for
2021, the re option to give effect to this is to use the existing Order in

Councﬂ meo and advice on a longer-term legislative option can be provided at a

later o
Revie l?n;ﬂc:al support and eligibility settings for disabled people, people with
heal E\b itions and carers

90. Disabled people, people with health conditions and their carers make up just under half
of all people receiving a main benefit. The disability employment gap remains high
(46.5 percent as of June 2019), and this cohort are more likely to receive income
support long-term.

91. We are reviewing the financial support and eligibility settings for current benefit
payments for disabled people, people with health conditions and carers.




_
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92. WEAG provided a suite of recommendations to improve income support for people in
the welfare system with health conditions or disabilities and carers of people with
heaith conditions or disabilities.

Reduce the impact of debt

93. As of June 2020, former and current benefit recipients owe approximately $1.105
billion in debt. Most of this debt falls under two main categories:- c’ﬁlerpaymen; debt
(overpayments of benefit entitlement or money received); an rable assistance
debt (one-off grants for immediate and essential needs that aré\\e\pescte Eo be\ )
repaid). The remainder of this debt is due to fraud. < \\

94. High levels of debt repayment can exacerbate incom qb%cy |ssue Eﬁ reduce the
financial incentives to work. WEAG recommen eﬂ w.n%slng a‘w\%ﬁl in outstanding
benefit debt through sustainable repayments;- inrrm ng
overpayments, and reviewing recoverable &rgj}dp ass be more consistent
with whakamana tangata. < \ \\“ O

95. We will provide further advice on - cluding building financial
capability through a wrde range-of s rovecl information sharing with
Inland Revenue, | \ -

Re-establishment grants(ﬁ N
er SNG's to assist people in certain circumstances

9. Re-estabhshm Ebts are.

establish or re ush them n the community, including refugees, sole parents
leavmg f nce tuatn or released prisoners.

97. Nov/ember 2 refugee or protected person re-establishment grant will
mcr ’grant of $5,000 with a cap of $3,500 for accommodation costs.
Re-eﬁ tab lSh s had previously not been updated in over ten years, which had

had an u@@) e adequacy of maximum grants in real terms.

98.

Review of Working for Families

99. Working for Families provides additional income support to low to middle-income
families with children and has two broad objectives, which are to:

. support income adequacy and reduce child poverty; and

improve financial incentives for low-income earners to participate in the
labour market.
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100. Working for Families has been broadly successful in improving income adequacy and
improving the financial incentives to work. However, there are a number of concerns
with the current settings.

101. To address some of these concerns, WEAG proposed a suite of changes to Working for
Families, including increasing the FTC, changing income abatement settings to make
Working for Families more universal and replacing the IWTC with a single Earned
Income Tax Credit.

102. We are working with Inland Revenue, Treasury and the Department of the Prime
Minister and Cabinet to review Working for Families to ensure settings continue to
support the objectives above.

. Further advice on the scope
for review of Working for Families will be provided to Joint Ministers in December 2020.

103. Changes to Working for Families are well targeted to your child pgverty reductjon and
income adequacy objectives. OO A

S O

Childcare assistance

104. Childcare Assistance is provided to support labour mga\ri{et parti'cintio\ ‘Ib}:ﬁélping low-
and middle-income families to meet the costs of chifdcare. Some of\the Settings for
Childcare Assistance are unnecessarily complle_z\)"g(e/ig}l:;he' defil 'rt‘rofr}(ifrincome for
Childcare Assistance is inconsistent with thatfor altetherdngomy ‘assistance), do not
reflect labour market realities (e.g. var('ab"[ “hQﬁ}fs‘“or ggsual-work), and are
insufficiently focused on child wellbeing, There‘is some evidence that clients find
Childcare Assistance relatively diffic};dt‘%? pply fg\x\a{n‘\/qu;'at maintaining eligibility is

\ \m“
/)

time consuming. P o s S
) ZNE) TR
105. (/?\\\v),.l _SOL
NG O\
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106. Peop \app;Lyj\rrg"fot @ailtb/éneﬁt generally have an initial stand-down period for one
or two weeks. The st ryd%own starts on the date they are entitled to a benefit with no
maiﬁ-benetfj\t\—‘p{d\y\/a} eduring the stand-down period.

107.The initi;];{ncb(\fé stand-downs encourages people to make provisions for themselves
in caseof. s@ort'periods of unemployment, and to reinforce the expectation that peopie
u Aﬁiﬁ own resources before seeking income support. However, during the stand-
down ) eriod individuals often require hardship assistance which suggests that many
peohle/are unable to financially support themselves, even if they had previous income.
These hardship grants are often recoverable, which can mean clients have debt to MSD
before their benefit has begun.

108. Anecdotal evidence suggests that some people may perceive stand-downs as a barrier
from taking up employment for fear of future gaps in income if the job ends. Removing
stand-downs would help support the removal of this perceived barrier and may result
in people being more willing to seek short-term employment opportunities.

109. Stand-downs are temporarily removed until 25 July 2021 as part of the response to
COVID-19. jpadis

Review of split and shared care

110. The welfare system assumes that one parent should be available and looking for paid
employment while the other takes primary responsibility for the care of the child or
children. However, this often is not the reality for couples who separate and share the
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111.

112,

custody of children. This means that the welfare system does not currently
accommodate for differing custody arrangements such as split and shared care.

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. Currently, in a split care
situation, MSD can only pay Sole Parent Support to one parent unless the care
arrangement has the recognition, authority or approval of the Family Court. However,
MSD has the discretion to pay the other parent an equivalent benefit rate. For example
through the Emergency Maintenance Allowance. The current practice is administratively
burdensome with the net result being that both parents receive a benefit paid at the
same rate.

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 percent of the time. Currently, in shared care situations, MSD may
only consider one parent as the principal caregiver. The other parent would be treated
as not having a child and would likely receive a single rate of benefit and
supplementary assistance and would likely have full time work\olahgatlons d pqndlng
on their other circumstances. Current practice means the pareht\hot deemed t be the
principal caregiver is generally ineligible for any benefit ass:stan “for th c\tjs;cs of the
child which can lead to considerable differences in th,e level Qf ﬁnanaél\asé nce each
parent is eligible for. ¢

Review of the definition of income and penog‘J{f’assesé;menf:for\chargmg income

113.

114,

115.

116.

The

117

118.

Financial assistance for working-age ret:lpients has alwa?§ b sep targeted primarily
through income testing. The current de i @no‘f in ﬁ'\“e s very broad; if a type of
income is not explicitly excluded from e def:mt;on \[tr g\enerally considered as
income. This broad definition aligns’ w Jone yrposes of the Social Security Act
2018, that where approprla ’ébgmle shoui pfs}ﬁ\ge resources available to them
before seeking financial sy

While most clients ha@tr‘amhthrwaﬁ amﬁl w)egu!ar income such as wages and
salaries, some clleﬁts\Q@g a nuqlher bﬁsupports available in times of financial
hardship, such éﬁ p nts f(BMrusts, family and other assets. In these
cwcumstan es dSﬁmnmg whqt “income can be very complex and time consuming
for both dl ts an staff.

Inc cqn atso be \esséd and charged in various ways. It can be assessed either
we @d m':innuaﬂy 'Ean be charged against a past, current or future period. Both
periods of assé contrlbute to client debt (through overpayments) and
unpredlcta{blllt cllents in terms of how much they will receive. This is particularly
true fgf\dieqts ho do not work regular hours or get paid at regular intervals.

W rewewmg our income test rules looking at what counts as income, periods of
asses ent and charging to identify ways to reduce complexity, burden and
unEErtalnty for people, as well as reducing barriers to taking up employment.

use of automation in the income support system

We have been looking at how we can better use automation in the income support
system to streamline application processes and help improve our services. Use of
automation could make it easier and quicker for people to get the financial support
they are entitled to, and free up staff capacity so they can focus more on providing
meaningful engagement and tailored services to support clients’ other needs.

Work is underway on making digital and process improvements to ensure the benefit
application process simpler and faster (e.g. clients can now upload supporting
documents through MyMSD).5 We are looking at strengthening our verification regime

5 MyMSD is a service that enables people to apply and manage their information online.
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using real-time data along with data matching technologies to improve accuracy of
information and reduce the time it takes for clients to receive assistance.

119,

S RS A R R e R

124 §RUE

126. s
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Identify a set of kaupapa Maori values that could underpin the welfare system

129. The WEAG report noted the welfare system is not working for Maori and needs to be
more values-driven. Maori make up approximately 36 per cent of all working age
people receiving a main benefit and are at risk of long-term welfare dependency. The
application of kaupapa Maori values has the potential to drive change within the
welfare system and improve wellbeing outcomes.

Review of the purpose and principles of the Social Secuﬁt}f\Act 01

132. You signalled your intention to amend the purposg§@“m prl\ﬁf:lpleg\ofﬁ; cial
Security Act 2018; and a review of this is undegw \e ose 5@&;@ ples play
specific and important roles in leg lslation, and i 1bstantive provisions
and administration of the Act. - AN 8 /

134. We are currently p }ough a cross-agency working group with
the Treasury, Inlg d Reve ue anc{‘ nga Tamariki.

and nctlo)p of the Social Security Act 2018

Review of obftiga IO s
135; W ew of obligations and sanctions of the Social Security Act

g% UG akl %«

to changes that reduce operational pressure and shift our
syste tow. a mutlual expectations framework. The administration of some
ions are potentially diverting front-line efforts away from effective

obligation %
empl foc sed-case management. Employment continues to be a priority for
p v@o\ére able to work.

136.;

137. For now, our initial focus is to review obligations and sanctions that impacts children,
which include the Comprehensive Work Assessment (this is a compulsory part of the
52 week benefit reapplication process), pre-employment and pre-course drug testing
for recipients that have part-time or full-time work obligations, social obligations (such
as ensuring parents enrol their children in schools and ensuring children are receiving
regular health checks) and warrant to arrest.
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138. As noted earlier in the paper, we can provide you with advice on whether to remove,
replace or retain the Comprehensive Work Assessment (as part of the 52 week benefit
reapplication process), pre-employment drug testing obligation, social obligations and
warrant to arrest before the end of the year. /"

139. We will provide further advice in 2021 on next steps for reviewing other obligations and
sanctions of the Social Security Act 2018 that supports the manifesto and the
Government’s vision for overhauling the welfare system.

Next steps
140. We will provide you with detailed policy and implementation advice on increasing
benefit abatement thresholds = ' by mid-November 2020 to
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Appendix One: Roadmap for welfare overhaul advice

F

Delivering on your immediate manifesto commitments:

* increasing abatement thresholds (1 April 2021);

e Expanding flexi-wage (December 2020); and

Opportunities for immediate progress on initiatives that require relatively quick decisions or directions by
Ministers:

i <
N4
N\
ZENTD
e progressing the 2021 legislation programme, including the removal of the subsequent chilﬂrp@licv\ N\
\, b4

(November 2021);

Advice can be provided on these
areas before the end of 2020.

-\

//> ﬁ\

v R

Work on other medium-term welfare overhaul initiatives will continue to progress, including those relating
to employment, housing, and the social / community sector.

Further advice on these
initiatives to be provided in early
2021.
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Appendix Two: The impacts of COVID-19 on the income support system

1. COVID-19 has caused major economic disruption and exacerbated some existing
pressures in the income support system. The number of clients receiving benefits is
around 350,000 and is expected to peak at 453,800 by January 2022.

2. The economic impacts of COVID-19 is expected to have disproportionally negative
impacts on certain groups:

¢ Maori, and particular sub-groups of Maori, are disproportionately affected and
already face multiple concurrent disadvantages.

¢ Pacific peoples are particularly overrepresented in overcrowding statistics and will
be disproportionately affected by loss of income.

¢ Disabled people have experienced longstanding barriers to accessing
employment, which could be made more difficult to navigate in a post-COVID
labour market.

¢ The impacts of COVID-19 vary by industry, with dlspropprtfortate effects’ bemg
felt by people with lower skills, lower incomes and wqr@ n/areas H’rat a\re

reliant on tourism. 3!
¢ Women are also experiencing higher rates of u eru t}'r,satlon as &‘ne%a”e over-

represented in part-time and casual emplo d may\@\morfe likely to come

into the benefit system going forward R

tfm sof mb\acts of COIVD-19 and

3. A recent analysis on the immediate and
job loss show increased risks in soaal ea;on Qtiqn and crowding, mental
health and wellbeing, family wolenc\a estlc vtol»qnce, and child development
and wellbeing. )

4. Some key changes made to)ncgrqj: supp qrs&pm s’to help mitigate the negative
impacts of COVID-19 inclides K

¢ Main benefits m@“ ~Malnbe@ were increased by $25 per week from 1

April 2020., ¢
("x \\

e Winter Enenjy Payment— “p‘ayrnent was doubled in 2020 to increase support
forJ —mcolﬁe |nd1wdua~ls> nd families.

. ,--\f Kellef nt—This 12-week payment provides financial support for
x/é?p?e eﬂ' JObS from 1 March 2020 to 30 October 2020 due to the
eC noml of
Med/

COVID-19.

certn" cates and reapplications deferrals—The need to provide subsequent
| certificates for clients receiving a main benefit and the 52- week benefit

| ( \ a\gp\fcatlon process has been deferred until 31 July 2021 and 29 March 2021
\

ectuvely

. Inltlal income stand downs were temporarily removed to ensure people had
access to income support as quickly as possible, this temporary removal was
extended until 24 July 2021.

e Increases to food grants—Temporary operational changes were made on 1 April
2020 to Special Needs Food Grants to ensure that those who had an immediate
and essential need for food, were able to easily access financial assistance due to
the exceptional circumstances presented by COVID-19.
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Initial advice on employment and income support options

This slide pack provides an overview of potential objectives and trade-offs for any new initiatives and packages. This advice includes
initial implementation timeframes for manifesto commitments an}n’n\d“icativa cosu'(ghese will be refined over time).

( ) )

COVID-19 has caused major economic disrup'tlon'-‘ar’fd exaééfﬁatgd existing pressures in the income support system

While recent changes made ;ﬁf‘b:\cwk re d e lmpac:‘s of COVID-19 varyf})y MSDf Is focused on mitigating the Impacts
system - such as the Fam avr ust with disproportionate effects of high unemployment, training and There Is likely to be further entrenchment
Bg:r;:h &nﬁﬁ{ehﬂdﬁcge:;wmm and the $25 per week Increase to' alt by le with lower skills, enticeship programmes, a ang using of disparities In the housing market which
The number. of cllents receiving benefits benefits - will help to Improve m(: \ \ Iowep nxomes and working In industries hor er closures as an opportunity to place Impact the ability of low income New
has crossed 350.000. The number of standards, income adequacy [T int an tourism. Women are also local jobseekers. It will likely be Zealanders to access and maintain
working age beneficiaries Is expected to remain for many people, pa lcu\:nnt petiencing higher rates of significantly harder for those already affordable housing. The number of
peak at 453,800 In January 2022 single adults (without children) nderutlll tion as they are over- unemployed to find work with increased Accommodation Assistance reciplents is
(¢ 3 couples. Maori are aiso dlsoropomonntcl) Jn part-time and casual competition combined with decreased expected to peak at 420,000 In 2021/22
represented In the welfare system /

( employment demand for labour.

Work was already underway to overhaul the welfare system,@nd due to COVID—19 the speed of change was increased significantly

Initiatives implemented before COVID-19 Time-limited, targeted suppo 1; mitlgpte the ng‘a&s of Ongoing and enduring support to help deal with impacts of COVID-19
COVID-
- %)) f Investmentin redeployment 2 Work and Income Online Rapid Return to Work
Families Package  )f Budget 2019 changes ) or Wage ""3‘"’"“ COVWJWL""C»R':"G' 4 P and job creation schemes £ Clt;lik “’If":"'l Recruitment Tool An g;ﬂy ﬁ.ze:\',‘e,&on?‘
Increased income support for | |+ Benefits were wage ocessed 950,00 :g?;jp“iﬁl p"V“;,C‘“/\ b2 $100m worker redeployment :z]d"‘gé :‘" s to - 27,000 registered job BHof6 haasd
384,000 familles with indexed out $14bn, supported 2.5 million | | Provides up fo 32 wepks-of 2 package E seekers, 4317 Employers, employment service for
children by on average $75 » 5192 was removed employees of around 650,000 support for pegpiewha have ~| 1, Projects funded through the remit’e ; 5,959 fobs listed, 0 0 b el
per week *  Benefit abatement businesses experienced a foss ok %qosk ( / JProvincial Growth Fund ""Pl V"'c"d - - a'space where employers and | supports people with
\ = _J \__thresholds were Increased J A+ pobs for Nature - 13,000 jobs SCEVIORS aNa. 58 jobseekers can connect. ok roatiTams
referral
— " Doubling of the Increnses tolo Rent A/ ower the next four years
[ Additional case managers Y £  Mana inMahi Winter Encrgy Geanks assis anﬁ;: A B %
Funding for additional staff § I Mana in Mahi was launched in Payment Food grants were ln%leased Jva' By ) Benetitlncreases Job Ex: Apprenticeship Boost Mana in Mahi
was approved to provide August 2018 to support The WEP was doubled | || temporarily oy °"‘°;;“ < / i PN “sz3pw incteasesto | | rnovative way for jobseekers and Up to $12k In the first year Extended length of support
additional case management employers to recrutt, train In 2020 to increase increased by $400 | jrecoversble [/ "R7 allmainbénefit employers around NZ to connect )
I ; assistance for ref 7 ploy of the employees (up to 24 months) and
g and retsin young Feaple: support for low: pes yreek In arrears ($4k in a N ra@‘/ 3 with each other in an online apprenticeship and up to increased wage subsldy up
\ J y income individuals response to COVID eek pertod) ', 2 environment ~ being pilloted with S6E N the Fecand Veir. to $16k In first yaar and
tﬂd families 19.  , 8 ) NN AN MSD-based jobs. up to $8k In second year g
<AL, O\ FaN
(oS ' )
More can be done, but there are trade-offs N f)
Pl
Trade-offs baty \ improving in adequacy, improving The Child Poverty Reduction Act (2018) requires annual / W
incentives to work and managing fiscal costs are [nevitable, reporting on child poverty rates and to set three-year and ten- >4
as It Is not possible to fulfil ail of them at the same time. year targets. The current ten-year targets are to halve the ( / <
2017/18 rates. O
Because of these trade-offs, there Is a need to prioritise >
objectives in the short-term, particularly in the upcoming The pathway to these targets |s cartainly more challanging due to
fiscal environment. Changes may need to be phased over COVID-19, and income support and employment policies are
several Budgets. significant policy levers in helping to achieve the targets.
MR
‘V . ) ) | « TrovID-TY Will herease poverty Bnd hardship rates for a new Jroup of hou 3 N & A lot of work has been undertaken to improve MSD culture and to
+  Paid employment not only lifts incomes and living standards, those in pald although It is too soon to estimate the size of thesa impacts. The sudden loss o(aﬁl’ ;"‘5;" MSD is ready to dellver Income support In a changing
employmant exparianca bettar salf-assessed health, life satisfaction, and employment incoma, or raduced employment income, can tip many new andscape.
social connectedness. Households with adults in paid employment are less households into financial hardship. v Fowaver; the wellars Bratr ottt e Do e ey
likely to experience poverty. ’
+  Reducing rates of poverty will likely require a system which supports financial :_’;g‘;?r:t h"]? :“:; ‘:.':::sa::“;'s‘::rf:"‘oxh‘cto f:Pﬁ::;’_ :::I!able
+  Increasing the financial incentives to work, increasing employment support Incentives to work and effective employment supports, alongside sufficient income e ge.cue s "? tgP 2 P! s vy
sarvices, early intervention programmas, appropriate work obligations and support to alleviate poverty for those who can't get work. application processes can be 3 barrier to accessing supports.
upskilling and retraining can all support employment autcomes.
-+ Historically, high housing costs have put Increasing pressure on family budgets, e (s)ypsttlgr':\satr:t ""r::’::l‘l’“ 3:::‘:::;‘::;0: u/t f:;;";isv::mr';‘laxn‘:"ﬁ"
+  Some groups, such as sole parents, have relatively weaker financial with almost half of beneficiary households spending half their Income on housing biraind 9" . u{w P a2 - e 9’“
Incentives to work so Increasing in-work supports targeted at particular costs. In particular, single people (without children) and couples have relatively mpacts on client outcomes and experiences ofithe system,
groups (such as Childcare Assistanca) may be more appropriate. lower benefit Incomes than other famlly types.
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Proposed approach for reviewing < Hhéat b J) and
sanctions of the Social Security Acf >8 an evant

regulations O N \>
//\\\ N, e
Purpose of the report W )) Y4 \\
1  This report proposes an approach fm: re&u@hg Ilé?&ﬂ/s\and sanctions as part of
the welfare overhaul work progr »W ith ara«&c focus on the Comprehensive
y ing drug testing and warrant to

Work Assessment (CWA) anci> @ |gatl
arrest obligations and sanct@

Executive summa (Q3 o
, \/ >\v
2 The Ministry of S@c I\Developm SD) temporarily changed the settings of our
welfare system onse to.incteased demand from the COVID-19 pandemic [CAB-
20-MIN-0 P/ZG 3/2 fer] Some of these settings were extended for a

further (m ;hs [ B 2 VMIN 0328 refers]. This has provided MSD with an
OppoFty g moc(e\ e@ﬁd simplify the settings of the welfare system to address
both\ Je e welfare overhaul work programme and manage the
mcreaSéd d/em %SD s services due to COVID-19.

3 In the aig{ &per Welfare Overhaul: Update on Progress and Long-Term Plan, you
sngnau d/?ou intention to review obligations and sanctions, with an initial focus on
D impact on children [SWC-19-MIN-0168 refers]. Progress has been made
wuth ent Cabinet agreement to remove the subsequent child policy and removal of
the sanction for not naming the other parent.

4 A review of obligations and sanctions would lead to changes in areas where clients’
experiences with MSD can be improved. The review could both reduce operational
pressure and shift our system towards a mutual expectations framework in line with
the Government’s vision for the welfare system.

5 Due to the complex nature of some obligations and sanctions, Cabinet agreed that a
comprehensive review will take place as a part of the medium-term weilfare overhaul
work programme [CAB-19-MIN-0578 refers]. A review of work-focused obligations
and sanctions will be undertaken alongside further work on benefit eligibility and the
expansion of MSD’s employment services.

6  We propose that the review of obligations and sanctions of the Social Security Act
2018 (the Act) and relevant regulations is phased.

7  The administration of some obligation and sanctions under the current settings may
divert front-line efforts away from effective employment-focused case management.
Based on the anticipated impact of COVID-19 on demand for MSD support and other
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work currently underway, we propose that the initial phase of the review will focus on
areas where changes may improve client experience and simplify the system in the
short-term.

8 We propose that our initial focus is to review the Comprehensive Work Assessment
(CWA) and social obligations, including drug testing and warrant to arrest obligations
and sanctions.

9  Our phased approach for the review of these obligations and sanctions will align with
the overall engagement plan for the kaupapa Maori values and purpose and principles
workstreams. These workstreams are part of the overail work programme to reset
the foundations of the welfare system.

Recommended actions
It is recommended that you:

1 agree to a phased approach to review some obligations and sanctions in the Sgcial

ity Act 201 | % £
Security Act 2018 and relevant regulations <\\ <// /\& \\\
& /\ ( >‘agree f\\cyja\gree
2 agree that the phased approach will have an initial f‘cg’&\thve:,\\ \/
3 SN \
2.1 Comprehensive Work Assessment <’(\/j/;,\\<\\ \\\\\>
2.2 social obligations //'\V ,\\@\Z\
2.3 drug testing obligation and sancti N \\\ <,«/ ' \&\/
2.4 warrant to arrest obligation ano< ﬁ \ v
<\\\\ agree / disagree

o
3 note that the phased apq gct:\&) align Mﬁ!lt@\werau engagement plan for the
kaupapa Maori values R@rpriSe anfl(h\}c ples of the Social Security Act 2018

welfare overhaul \ V/)\/

4  note that the }eams {h Mmendatlon 2 are part of the work programme to
reset thg;foun wns of\t\he we fare system

5 not@,ll\a;\eﬁ‘icuais\% |de you with further advice in early 2021 following
engagemenk ith key takeholders

/

24 July 2020
v <

Leah Asr%s\‘ Date
Policy Manager
Welfare System and Income Support

Hon Carmel Sepuloni Date
Minister for Social Development
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Background

The Government is committed to overhauling the welfare system

10 This Government’s vision is for a welfare system that ensures people have an
adequate income and standard of living, are treated with respect, can live in dignity
and are able to participate meaningfully in their communities.

11 In February 2019, the Welfare Expert Advisory Group (WEAG) provided its final
advice in their report Whakamana Tangata: Restoring Dignity to Social Security in
New Zealand. The WEAG recommended significant and large-scale reform of the
welfare system.

12 The WEAG recommended that the Government remove some obligations and
sanctions (for example, pre-benefit activities, warrants to arrest sanctions, social
obligations, drug-testing sanctions, 52-week reapplication requirements, sanctions
for not naming the other parent, the subsequent child work oblngatlon and the
mandatory work ability assessment for people with health condlg ns or dvsabll;tres)

13 On 6 November 2019, Cabinet endorsed a high-level short, mg\d urﬁ/and | ny te
work programme for the welfare overhaul to achieve the<C{ v&erent S.Vi fo
19-MIN-0578 refers]. This includes a review of obligations and sanctio %V a focus
on those that impact children, and a wider review tq\éb\\sure sbligations\and sanctions
are designed and implemented to support well!{;ng\o@mes_[s\\?\&\w- IN-0168].

min

14 The Government has already removed the san'cg for not\\ \\the other parent,
and has just agreed to remove the subseg&sm\tv ild pplf {éw/g-zo -MIN-0101
refers]. The proposed approach outllngq\!n\ his‘pap N%ﬂd ‘enable us to provide
advice on warrants to arrest sanctlé Scial obt &ls drug-testing sanctions, and
support our work to review 52- ygek rea phcat{ irements Work on reviewing
pre-benefit activities and tbe>m datory wfg\a ity assessment for people with
health conditions or dis /b\ﬂme’éh ll tak éc\e‘m urther phases of work.

We made temporary ch the/\w;@ work in response to increased
demand from COVI % \\\ N\
15 A range of ggmpofa changes\\e(ege\made to how the Ministry of Social Development

(MSD) de’fi\/e\rs{Lt§$erwcéh |n re onse to the COVID-19 pandemic to manage an
unpr ted incre \demand and to ensure the health and safety of clients and
staff (R 20/3 sj For example, annual reviews and reapplications were
deferréa\lder\t( ca 0@ nd verification requirements were modified, and initial

were temporarily removed to provide quick support to cushion
govﬁo 19

16 In 020, we provided you with advice on the status of the temporary changes
an@mer we should return to business as usual or look at opportunities to address
kno olicy issues and welfare overhaul objectives [REP/20/6/687 refers]. Some of

these settings (eg suspension of the 52-week reapplication process and suspension of

initial income stand-down periods) were extended for a further six months [CAB-20-

MIN-0328 refers]. These temporary changes have provided MSD with an opportunity

to make changes that can further the Government’s vision for the welfare system.

the bIOW\

We now have an opportunity to review obligations and sanctions to improve our
clients’ experience and ensure we provide adequate support in the welfare system

17 The number of clients requiring urgent support as a result of COVID-19 will continue
to increase. Respondents in the 2018 WEAG consultation process expressed that
efficient, transparent and timely decisions are essential to ensure people have
support when they need it. If MSD receives high volumes of clients in the short and
medium-term, the administration of certain sanctions under pre-COVID-19 settings
may prevent adequate and timely employment-focused support from MSD.

18 We need to move away from a system based on sanctions for non-compliance
towards a mutual expectations framework to foster trust between our clients and
MSD. We conslder a review of obligations and sanctions provides an opportunity to
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improve our clients’ experience with MSD in line with the Government’s vision for the
welfare system, especially with increased clients impacted by COVID-19.

19 A review of obligations and sanctions also supports other welfare overhaul
workstreams reviewing the temporary changes made during COVID-19 (eg periodic
provision of medical certificates or the 52-week benefit reapplication process).

Proposed phased process for reviewing obligations and sanctions

We propose to review obligations and sanctions in two phases

20 The welfare overhaul medium-term work programme includes the review of all
obligations and sanctions in the Act and relevant regulations, including those that
impact children. The Government has previously indicated that it will not be removing
all work-related obligations and sanctions [CAB-19-MIN-0170 refers]. You have
confirmed that employment continues to be the priority expectation of people who
are able to work [REP/19/7/634 refers].

21 In determining our approach in this advice, we have considered t\h?;mpact of >
obligations and sanctions on children. Our main conclusion is, that*ihe “appll/cagron of

any sanction to a parent has an impact on their children, ;hoh\ggrﬂqe/natu vﬁ “seale
of the impact is difficult to quantify based on data we ho(d\ Thé\‘areas ?\ah
outlined for initial exploration include obligations and ctions that on \> ply to
families with children (for example social obllgatim’zs@y to careu%\\ f dépendent
children). \/(/})\ i

22 Due to the complex nature of some obligations é san s@hmet agreed that a
comprehensive review will take place as, \ éd >term welfare overhaul
work programme [CAB-19-MIN- 057\8\r s A rev: VY work-focused obligations

and sanctions will be undertakep\n?h de furg on benefit eligibility and the

expansion of the MSD’s emp|

t servi
23 As part of the next phasgsof/w K ‘to %er obligations and sanctions, for
example work oblugah(@ e will cont \have regard to the impact on children.
Our advice will consjd only Q'\leg |ve settings, but how they are
operatlonallsed/@g mities,

The initial ph ol\che)rev ew ﬁr/ontlse changes to obligations and sanctions
that could rfn/pro e Ilerxze erience

24 We<|/2 \ed fun vide additional case managers in Budget 2019. MSD's
mvest ent m\f m staff has led to an increase in proactive employment
engagemenfs as resuited in more people exiting benefit into work. Given the
anticipat o \(Erease in client volume, an employment-focused approach will ensure

clie aCts\éxl o stable and secure employment.

25 graduated sanctions has been slowly reducing from 8.3 per cent in March

201 5.6 per cent in March 2020. This reduction could reflect our investment into
proactive employment-focused case management.

26 We propose that the initial focus of the review is on areas where changes may
improve client experience by simplifying the system and facmtatmg continued
employment-focused case management.

27 Proposed changes to achieve these aims include reviews of the:
o Comprehensive Work Assessment (CWA)
) social obligations
o drug testing

° warrant to arrest obligations.
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Maori will be significantly impacted by any changes made to the
obligations and sanctions regime

28

29

30

31

Maori make up approximately 36 per cent of all working age people receiving a
benefit as a primary benefit recipient and are at risk of long-term welfare
dependency. Maori have identified the ongoing impact of colonisation as an
underlying cause of welfare dependency, and that the welfare system is
individualised and fails to consider the role of whanau.!

For all types of work obligations, the proportion of Maori who have a sanction applied
during a month has been consistently higher than the proportion of non-Maori who
have a sanction applied.

Through the WEAG public consultation, Maori recommended significant improvements
to the welfare system in its cultural awareness and responsiveness, providing
opportunities for Maori to determine how their needs are met, and the inclusion of iwi
in the design and delivery of welfare support. A

'>
Any changes that are made to the obligation and sanction reguméafe/hkely/m W\
significantly impact Maori. The welfare system must reflect-the- ne\gds/ of M/aé‘n Te>
ensure that any proposed changes to the obligations anoKSanch\gns reg\l‘Tr @_/d/t}ribute
to this goal, we will underpin the review of obl:gatlops.ga)nd sajactnogls Ette
kaupapa Maori values included in MSD’s working pG\‘L ewo \anl also
consider both te ao Maori and Te Tiriti o Waltané\mﬁt 2 ana \ohhese issues.
Engagement with Maori on any proposals wm\/oa r\eé pora!geéj<sl Yhe engagement
plan for the review. }

Proposed criteria for revuewmq\o& |o s\a;td sanctlons

We have tested the areas proposec(/f\an\fmtla/

32

{ %g inst five criteria
The criteria for pnontlsm fhewe&w of/seijéé@rgatlons include:

32.1 Aligns with the G effts tg@) the welfare system - to ensure that we
ards ensuring that people have an

are maklng h at mo”\x
adequate mc 4nd sta ofliving, are treated with respect, can live in
dignity\ nd\a{ bletop te meaningfully in their communities.

32.2Ali k? )0 the %5 SN MSD s working policy framework - the framework
urp ‘reflect MSD’s role as a provider of social and financial
R&!} 628 refers]. This includes employment-focused support for
people )’1 remain in suitable employment and housing, while partnering
with nders and clients to build their own social and economic wellbeing
ir(é;g whlch best suits their needs.

32 s with the values in MSD’s working policy framework - MSD'’s working
cy framework identifies four values that should underpin the approach to the
overhaul of the welfare system [REP/19/7/628 refers]. To align with the rest of
the welifare overhaul objectives, a review of obligations and sanctions should be
underpinned by these values.

o Manaakitanga: upholding people’s dignity. We care for people and treat
people with respect and compassion.

o Kotahitanga: we are stronger when we work together. Kotahitanga is about
partnering with government agencies, whanau, families, hap, iwi, Maori
and communities to deliver better outcomes.

' Views on New Zealand’s welfare system; a summary of consultation responses to the welfare
expert advisory group, December 2018, p 16.

2 We provided this framework to you in July 2019 [REP/19/7/628 refers]. The purposes and values
are outlined in paragraphs 32.2 and 32.3 respectively.
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o Whanaungatanga: relates to relationships and connections across the
system and within communities. Relationships bind and strengthen a sense
of belonging across groups and individuals.

o Takatutanga: the state of readiness and preparedness to go beyond
traditional boundaries, and seek to become full participants in the social and
economic development activities of communities.

32.4 Simplifies welfare system settings for clients — this aligns with the goals of the
welfare overhaul by streamlining processes where possible to improve the
experience of clients.

32.5 Reduces unnecessary compliance-based activites for MSD staff and clients — this
is intended to respond to the high levels of unemployment and demand for MSD
services. We want to ensure that MSD staff are not having to prioritise work that
is administratively burdensome but adds little value, ahead of providing clients
with adequate and appropriate support.

We propose reviewing the Comprehensive Work AsSesSment

33

34

35

36

37

38

39

The Comprehensive Work Assessment (CWA) is a compuls&ry‘pa‘r@bf the $
reapplication process. The 52-week reapplication proces§ Has adual psil\c @ggnale
The first limb aims to regularly assess a client’s ehg:b#; fora benefit, while the
second limb (the CWA) reassesses the client’s wo/rk Qapa |ty andwmch ork
obligations are appropriate for them. 1,

Work-tested clients must reapply for thelr\paym\e t e gry g&wge . If a client does
not complete their 52-week reapplicati Wy\eann e rquanted thelr benefit
(their payments “cease”?). This is a<b|unt approa /rbehglblhty check and
resembles a sanction for non- com_gha

You recently received advuce%h\QZb- eek reaﬁ c%ons and their impact on clients
[REP/20/6/687 refers]. Wg\ )H p:ovnd with- urther advice about its use as an
eligibility check in late T isr w]) I inform part of the 52-week reapplication
review by mdlcatm eth,e)’ a wqu 63pac1 y assessment needs to be tied to an
eligibility check/tha; ?\s a ch\re}\l\b]&cancellatlon

As a work c&Qac t§€%sessmen todl we are uncertain that the CWA meets its policy

ratlonaleQAdmuﬂ&rationoftbe reappllcatlon rule has become less comprehensive
N

overt e\amﬂ"as m \@U\EOWards a more compliance-focused exercise of rapid

check eligi rtity\}\ work obligations. MSD's current practice places the burden

on thé\tllent o &onw\y with the CWA during time with case managers which could

otherwis b sﬁe aving comprehensive discussion about how MSD can better

suppogt’@ cheht

Fu Q;e tlme period specified for the CWA (52 weeks) is arbitrary. A review of
th will indicate whether a review every 52 weeks is appropriate for all clients.
If the policy goals are to ensure clients are entitled to their full and correct
entitlement and that their work obligations are appropriate for their circumstances,
clients may be better off completing a CWA when it best suits their needs.

We propose a review will indicate whether the CWA meets its policy rationale and
enable us to explore any alternatives. This might include its replacement or removal
through the new employment-focused model.

Prior to COVID-19, we began making operational changes which allow clients to
interact with MSD using self-service options. For example, clients can now complete
job profiles online and update their own records at any time in MyMSD. As you know,
we are developing a new employment-focused operating model that builds on this
new way of working.

3 This is set out in section 332(1) of the Social Security Act 2018.
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40

41

42

Age standardised rates of receipt of working-age benefits are more than three times
higher for Maori than non-Maori and are highest for Maori women. Achieving a more
efficient benefit system by reforming the CWA will provide more valuable support to all
clients in the 52-week reapplication process. This will make a difference to all working-
age clients, especially the Maori population.

The below table demonstrates the rationale against our criteria for review of the
CWA.

Criteria Assessment
Aligns with the Potential for quality, proactive engagement wighf&zﬁjepts, moving(/{>
T g v
Governments vision for the | towards an approach that takes into accoupt é‘ﬁli\e(itfs,specuﬁe\; N\
) ; : L A o
welfare system circumstances. Potential to improve chﬂen”t/stg(f\“m@eractlons(@d)bulld
/\\\ \v ’\\\ \
trust. o~ \}\) \b oy
Aligns with MSD’s working Purposes: Potential to improy;fth’thé to bett\e uthr§\t,§nd clients’
palicy framework needs and goals to help thsh\(vigtd\paid empl rﬁe“{{(t\aﬁd link them to
N T~ v, poZ
other support services: .~ 0 A ) :
ANN YV NN

Values: Suppog}§<@Mk@66ga l;y{npfl‘o\ldiqg\cTient's dignity and
whanaungapqngb\by\ ering. \reﬁas\@m@m building between clients and
their case managers. S\

o

Simplifies welfare system Removas additional forms and-compliance, and an opportunity to
) . N . N N
settings for clients \(q@gﬁu I‘m 4nd ﬁﬁb‘\r\l\r\t@%hons for better results.
o N L\

NN

Reduces unnecessary &;\\L]/Pp}énﬁal tq,f\epgc‘\@rhpliance-based activities that do not add value.
i f€$ /\\_// NN, -

compliance-based actjvi WK
for MSD staff and\’éﬁ\?}ﬂﬂ{ A \\\(\\\/\
PAND N ~ Y
AN N\ b
. <\ \,/"\ N \’//” S h /I\) - - - - s
There ’@)bor{g y.to review the rationale for social obligations
TS

43

44

45

46

Sociét‘;@ﬁgat'\o((s'va;ét} ended to encourage clients to use services essential for child
wellbeing/if@h\)q@)health checks and participation in Early Childhood Education and
registergd\schools. Social obligations recognise that there are at-risk children in
famili ecejving social assistance, therefore the welfare system can be used to
enp@“m% gie activities that can be beneficial for at-risk children.

We\pﬁe ose that there is an opportunity to review the rationale for social obligations.
We could reconsider the role of social obligations in light of the Government’s vision
for a welfare system that is a more supportive, outcomes-oriented operating model
based on Whakamana Tangata, mutual expectations and trust.

MSD's research found no evidence that suggests sanctioning can be used to improve
non-work-related outcomes or wellbeing outcomes in the long-term. To date there
have been no sanctions applied for failing social obligations. A lack of enforcement
may undermine the importance of obligations and compliance generally. Clients often
recognise the value of education and healthcare for their children but may face
additional barriers (eg inadequate access to childcare). Sanctioning clients will
therefore be limited in achieving wider wellbeing outcomes as they will not remove
external barriers to compliance with social obligations.

With a limited impact, social obligations become an administrative obligation on
clients, while MSD’s only role is to check they are complying, rather than
meaningfully helping clients to comply. Ensuring positive outcomes for whanau and
tamariki could be achieved without sanctions, for example, though more effective
MSD coordination with other public agencies.
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47 A review can explore how the dynamic between clients and MSD could be shifted by

48

removing what has become a burdensome administrative process and instead helping
clients focus on their employment outcomes. =

Clients would experience a simplified
system with more active support from MSD to achieve the same outcomes for their
children.

The below table demonstrates the rationale against our criteria for review of social
obligations.

Criteria ) " Assessment

Aligns with the Opportunity to explore proactive approaches to ensure that clients with
Governments vision for the | children are given the support to access government services that best
welfare system support whanau wellbeing, without obligations or sanctions.

Could send a strong message about rebalancing mytual expectations
and ensuring that clients live in dignity and are t e@ted equ:tably/ﬂiis
also aligns with your priorities to review obh <and>sanctter§s m\qt
impact children (SWC-19-MIN-0168).

Aligns with MSD’s working | Purposes Social o obligations are inte ded to gncourage e.lkn\ts\t‘o/z-:ccess

policy framework | services that may be benefucgkfo*@ and the{%dre {wellbemg

Values: Supports manaaki{qqg/dhy u’phold 4|er1t s dignity and

shifting the reIatlong\p (o ? éof’ trus/t, }} t, and takatutanga
by challenging tr chtlon | pgnitive e <su s\t have been

implemented to\enc\nra%e non- }Q%la;ed wellbeing outcomes.
Provides an Ep‘pv) yh}ty to.p ko hitanga through coordination

with o(her pub}fe/a”gen/ctes \

| Simplifies welfare system P\ot:enh\a{ to removesomaf“‘bhgatlons and sanctions which would
| settings for clients (d ,serhfywrelfarg (s%r)és ‘to better meet the needs of clients.
Reduces unnecessary\ . ':Further wiorku ‘needed to understand exactly how much time is spent
| compliance- basertac’bwtl\e( " eng th ients on social obligations, and what these interactions

‘ for MSD staff manage’cyénd look lik Qe may be that the time spent working with clients on social

i bhgatl\o s may be better used to support clients to find employment,
) %ss housing and/or ensure they are receiving their full and correct

“ehtitlement and all the support they need, especially in a time when
demand for MSD services is high.

initia Q/" e of review

49 Current settings require people receiving a main benefit to take and pass a drug test

if it is part of the application process for a job or training course, and they have part-
time or full-time work obligations. Sanctions can be imposed for failure to comply or
failure to pass the test. There is no requirement in the New Zealand welfare system
to participate in medical treatment in order to qualify for or continue to receive
benefits themselves. Around 100 sanctions are applied for drug-related obligation
failures each year.*

4 Obligations and Sanctions Rapid Evidence Review Paper 4: Drug Testing Obligations and Sanctions,
November 2018, https.//www.msd.govt.nz/documents/about-msd-and-our-work/publications-
resources/information-relgases/weaq-report-release/obligations-and-sanctions-rapid-evidence-

review-paper-4-drug-testina-obligations-and-sanctions.pdf,
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51

52

53

54

55

If a client advises that they will not pass a drug test in a general conversation that is
not linked to a specific opportunity, they are encouraged to seek help and support to
stop taking drugs. Clients will be asked to see their general practitioner or contact
the Alcocho! Drug Helpline and they will not be referred to jobs or training
opportunities for 30 working days. This period can be extended for up to six months
with verification from a health professional.

The policy rationale for the drug testing obligation and sanction is to send a strong
signal that failing to pass a pre-employment drug test (or not applying for a drug-
tested job to which they are referred) is not consistent with being available for work
and therefore unacceptable, and to help expand the range of jobs that beneficiaries
can be considered for.

There is currently little evidence on the effects of drug testing obligations and
sanctions for welfare recipients. There is also no research on the effects of New
Zealand drug testing obligations and sanctions. The available evidence does not, on
the whole, suggest improved outcomes from compulsory treatmen/t approaches, with
some studies suggesting potential harms.5

The WEAG recommended that MSD remove pre-employment’ dr \égstmg p&wnde
specialised support for people with substance use dlsordqf§ instead. M e arch
shows that New Zealanders who develop a substancg/use dis rder are \Ifkely

than average to be male, have low incomes, low edgga onal att |r‘§?nen ,\and live in
deprived areas. After adjusting for socio- demograp ic Ehara aﬁ\s ,\prevalence
rates for Maori (six per cent) are higher thanﬁr Pagﬁc peo L%d\all other
ethnicities (approximately three per cent eacb) 5

We propose reviewing the drug testmg éb“frgatlon an% 1 in this first phase. This
fol

will allow us to explore options for remo ng the s rvand improving access to

support for people with substan\ce use\\dvsordffs\\ N

The below table demonstra{esﬁ:he atlopal\e aanst our criteria for review of the drug
testing obligation and i@/\my - \Q )3 v

Criteria \\ . f\Asiessment ~—

Aligns with the '\\ \\

Op;ﬁrtu‘mty\io explore proactive approaches to ensure that clients are
Governmentsy wsuon fbf e

3 given tbq support to access specialised support for people with substance

welfare s<(e4y\

<\ O

\03

\
\,

A
v /‘)\\ &/T) -

e dgsarders, rather than reducing their income when they are
ﬂnténtlallv already vulnerable.

Could send a strong message about rebalancing mutual expectations and
ensuring that clients live in dignity and are treated equitably.

Aligns Lt/h /MSQ s working

pouqu\ rew ork

Purposes: The drug testing obligation has some alignment with
employment goals, as it signals that clients should be prepared for work,
including those with drug-testing requirements. However, sanctioning a
client for failing a drug test may not address the underlying causes, such
as addiction issues.

Values: Supports manaakitanga by upholding client’s dignity, and
takatutanga by rethinking how the welfare system encourages

behavioural change. Could support kotahitanga if we are able to partner

5 Obligations and Sanctions Rapid Evidence Review Paper 4: Drug Testing Obligations and
Sanctions, November 2018, https://www.msd.govt.nz/documents/about-msd-and-our-
work/publications-resources/information-releases/weag-report-release/obligations-and-sanctions-
rapid-evidence-review-paper-4-drug-testing-obligations-and-sanctions.pdf.

6 Obligations and Sanctions Rapid Evidence Review Paper 4: Drug Testing Obligations and
Sanctions, November 2018 MUMMMOMM_@Q&MM
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with service providers, including Maori and Iwi providers to link to better
substance use support for clients to help them to meet employment
drug-testing requirements.

Simplifies welfare system Potential to remove obligations and sanctions which would simplify
settings for clients welfare settings for clients requiring substance use support.
Reduces unnecessary The time spent sanctioning clients for failing a drug test may be better

compliance-based activities | spent ensuring that they are receiving all the support they need to
for MSD staff managers and | progress towards gaining employment, including substance use support.
clients

The warrant to arrest obligation and sanction could be included in
the initial phase of review

57 A warrant to arrest is issued in a range of circumstances. Usually it is for not

58

59

60

61

attending a scheduled court appearance. If a client is officially deemed to be a public
risk, their benefit is suspended immediately. A client who has Q\v@rf'ant to ar;est may
have their benefit reduced or suspended if they do not take re\astabTe st ps\to \\
resolve it. v\ \<

The policy intent of this sanction is to remove the p grbillty that Qene;&g me is
used to actively facilitate non-compliance with lega lons ( ney to
“evade the law”), by encouraging clients who hg hé\re/a rra to contact the
Ministry of Justice. The rationale is that a sqnct eor’threa f) eétes a greater
incentive for clients to resolve their wary est and/ hat tax-payer
money cannot be used for unlawful act\v{ dat techi § agreement allows the
Ministry of Justice to supply MSD with i Dfonsnatlo eople with unresolved
warrants. N/ &

We propose exploring altegqa«ti}vﬁsa&) thg%@mqg\sanctlon Sanctions are likely to
exacerbate existing di ties that a c(éﬁt ay ay be facing to resolve the warrant to
arrest. Arrest and r mé{@?@\vhave/m ﬁlﬁégrr:t impacts on individuals and their
whanau when paym <5Ee st ped (Housmg and childcare arrangements can be
affected. Taklng m ge proactiv proach to contact these people early and support
them throu the\prbcess wnll‘b\etter support their whanau.

The WE Gfecoﬁ%me d\mabMSD remove the sanction suspending benefit

payme)\ ff/peopl w2 \Narrant out for their arrest, continue data matching with

the Ml of U% d take a proactive supportive approach to contacting these
| N

people.” P

The beloﬁv\é\é e\ﬁemonstrates the rationale against our criteria for review of the

warrat@f@ arrest obligation and sanction:

Crﬁ\Q/ Assessment

Aligns with the Opportunity to ensure the settings of the welfare system are aligned with
Governments vision for the | its core purpose, rebalance mutual expectations and ensure that clients
welfare system live in dignity and are treated equitably to other New Zealand citizens.

Aligns with MSD’s working Purposes: The intent of the warrant to arrest sanction is to encourage
policy framework compliance with Ministry of Justice obligations and to ensure that tax-
payer money is not being used for unlawful activities.

Values: Supports manoakitanga by upholding client’s dignity, treating
clients equitably and takatutanga by challenging traditional punitive
measures that have been implemented to encourage behavioural
change, and being prepared to try new ways of working that work for
Maori.

hifh—p]ifies welfare system Potential to remove obligations and sanctions which would simplify
settings for clients welfare settings to better connect with and support clients.
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Reduces unnecessary The time spent sanctioning clients for not resolving their warrant to
compliance-based activities | arrest may be better spent ensuring that they are receiving all the
for MSD staff managers and | support they need and to gain employment.

clients

Next steps

63

64

If you agree to the proposed approach for reviewing obligations and sanctions, we
will develop an engagement plan for the review which would align with the overall
engagement plan for resetting the foundations of the welfare system. This includes
the development of the kaupapa Maori values framework and the review of the
purpose and principles of the Social Security Act 2018. We propose that our initial
engagement for the review would consist of targeted consultation with key
stakeholders.

We will provide you with advice on each of the identified areas in the proposed initial
phase in early 2021. o

A /

%
Author: . Graduate Policy Analyst, Welfare System a Inéqhe S Q{S&Qﬁ/ﬁd
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P
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