MINISTRY OF SOCIAL
DEVELOPMENT

TE MANATU WHAKAHIATO ORA

11 MAY 200

Téna koe

On 19 April 2020, you emailed the Ministry of Social Development (the Ministry)
requesting, under the Official Information Act 1982 (the Act), the following
information:

1. Report, Proposed approach for reviewing obligation and sanctions of the Social
Security Act 2018 and relevant regulations, dated 24 July 2020.
2. Report, Briefing on the Welfare System and Income Support, 6 November 2020.

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
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.

e REP/20/11/1049 - Briefing on Welfare System and Income Support, dated 6
November 2020.

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

e REP/20/7/804 - Proposed approach for reviewing obligations and sanctions,
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.

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

e Beehive announcement: https://www.beehive.qovt.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:

e 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

e 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.

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 regarding the two requested reports, 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 MANATU WHAKAHIATO ORA

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

A

Purpose of the report ¢ ( >
1. This report sets out key issues and strategic choices and/eﬁpt?c mtles x@ﬁ\\\g

welfare system and provides a roadmap for upcoming Wc\e\qn he ystem.
kz

2. This briefing should be read alongside the attach Af} ‘Ind‘t%/%}> ployment

y trade-offs
d on earlier
s'on 9 November 2020

and income support options’ which provides mar ation
across income support and employment. T% grt es @
conversations and will be discussed at y,g\ur\ nﬁjtmg wi ﬁ iC
(to inform the upcoming work prograkqmg

3. Further detailed advice on forelgrf enals str r\d}j@kew Zealand will be provided

separately. N \J/ f\/\\ \\)
W

Executive Summary S\)) \ &\V‘

4. As you know, mcom%@‘@s m;er{&keg) o’help meet essential living costs and
alleviate poverty Em%g p rfsystem has evolved incrementally over time and
ex nlflcams

now has a nun;B

Key issues WItQ'l théw%/fare system>

5. Whi gentyhang ve prowded significant improvements to the living standards of
IoW -ome New<Z i\é s, income adequacy issues remain for many low-income
indiy ( Ys a s, particularly single adults without children, and couples. These
incore a;;i;e \d) sues disproportionately affect Maori and Pacific peoples, as they are
over rep eg in poverty, unemployment and benefit receipt statistics.

6 \618 also an ongoing need to make progress towards the Government'’s ten-year
@ @varty targets under the Child Poverty Reduction Act (2018), which are to halve
17/18 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).

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 in the welfare
overhaul work programme, for example:

P
e continuing to view the three-tiered structure of the/lxric\g;}re ‘syﬁpo%ﬁ/t\e‘? as
n

broadly fit-for-purpose, and aim to make lmprovementévw\thln th
structure of payments—by rebalancing the le I/\Lels of*%gpﬁort an \}d
key issues within the system; and/or P \

o resetting the foundations of the weIfare<s t:e}n incl @ brlng amendments

ssing some

to the purpose and principles of the: Sét{a} ecurlt 18 with a focus on
developing a kaupapa Maori valgeé\\fr?a; Y ork a\n /

< R ‘\ 3
We recommend you progr sany further @Ort term changes within the context of
your long-term obJect;w% vrélon f’\tt\ [fare overhaul. We recommend more

immediate changes ar‘eﬁ?:gséd on> \\ )
. mprovmgynmme adequﬁy,

° nfnp;ovm@ falrness>\ opie s experience of the system and ensuring people are
5treéted W|Q\ aQ\o‘ 7 dignity and respect.

Thér\are tradg of%s bg\ween alleviating hardship, maintaining or improving incentives
to wbrk and\}a ing fiscal costs, as it is not possible to achieve all of them at the
same Jz*.f*ne @Re\formlng the welfare system to address all of the issues identified would
be sif;mficant to implement and have substantial fiscal costs, particularly given the
&ic\ar\hﬁ act of COVID-19 on government revenue and expenses. Therefore, reforms

4 i ely require prioritisation and phasing of changes over several years to help
manage 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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16.

17.

Next Steps (CN\N
18.

19,

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, particularty during times of higher
unemployment.

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

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
this, with options to target increases to beneficiaries with the lowest after housing-cost

incomes.

) \ M oy \>

Q

There are also changes focused on improving cl/ier@{é}qariehc aﬁdéfa‘i‘rﬁéés within the
welfare system. These can be cheaper in costfut ¢ ﬁ?have ' "n\' t impacts on client
outcomes and experiences of the welfare sysi erh{@ er thé [ast\few years, we have
strengthened our service culture to impr&y \tp \eipeﬂéﬁ : lients, but there
continues to be some compliance-heavy processes-a \\cgrriplex rules.

X\ I' vl :

0 e

SZAY

€ icie s’f\on 9 November 2020, we will provide you with
detailed policy and\impleméntation advice on increasing benefit abatement thresholds,
RN and expanding flexi-wage by
mid-Navember 2020 to- help deliver on the manifesto commitments. '

Following yourméétin Jith offici

We wil ’b‘f@)ide?ou with a report in early 2021 on the next steps on the welfare

overh@y! Work programme.
AR . A

S'Qm_r‘riaFY roadmap for the upcoming advice is provided in Appendix One.

Recon;mended 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;
L ]
e expanding flexi-wage; and

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



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

~ \\\/
5 Indicate whether you want further advice before the end of the yearon\t%&VlD-

Payment, including updated advice on take-up and extendln%%e yme)sut {incl.
eligibility settings). k \

nc ehef Yes/No
E’]y\ghanges to

10

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.



12

>
13 Note we will provide you with a report in early 2021 on the h iﬁre erhaul work
programme s his report will reflect

the decisions made in this paper.

//\Q\\/} t
Simon \R%o ~ D N Date
DCE ife \/ /\’<\\\ 7

Hon Carmel Sepuloni Date
Minister for Social Development and Employment



Part One: Key issues and opportunities in the
welfare system and income support

Background

20. 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.

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. <g A >

/\<\\
There are some key issues in the income suppgﬂ;/x;;/em ;

There continues to be income adequacy issues for s me' wwinco

22. While the recent changes made to the welfare w
the Families Package, the $25 per week mcreése/{f“ ain Fiahd the indexing of
these benefits to the average wage—will ﬁroveg\ i standards of
low-income New Zealanders, income e}c, |ssue§/r% r many low-income

people. Many beneficiaries may stru eet I\mng costs, at the same
time the ‘working poor’ also mak@%\f)\a&eabl those in financial hardship.

23. Historically high housing cgsts have \a fessure on family budgets, with
almost half of beneficiar seholds @half their income on housing costs.

Single people (withoutThildren and q with and without children), and people
}\cr}@'k

renting in the privat et’receW: Accommodatlon Supplement have relatively
lower benefit ir)go gempare_ 5 «other family types.

24. Income made 5can lmpa ple s spending decisions such as purchasing cheap
and often d re\xng on food banks or going without food, avoiding doctor
visit ng ch volvement in activities, living in overcrowded housing of

‘{&4 or bOr\ rom high-cost lenders.
25. Furth,ermore 9 will certainly increase poverty and hardship rates, although it

is too s@ ate the size of these impacts. The sudden loss of all employment
inco ?e}mced employment income, can tip many into financial hardship,
they have limited cash or near-cash assets to maintain existing
@lﬁnents (e.g. rent, mortgage and consumer debt).
Th

26. hild 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.

27. 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.

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

28. 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.

29. 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. Itis 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. Paid employment can lift incomes and living standards and enable people to experience
better self-assessed health, life satisfaction, and social connectedness. Encouraging
sustainable employment outcomes will play a significant role i f@gucmg rat/Sxof
poverty, as households with adults in full-time work are less Q yp; expertem:e

hours. The financial incentives to work are only on/e/ﬁ ctor that aﬁ\ect ofk decisions.
Other factors that can influence people’s decisi gi rk mdud%e vallablhty and
cost of suitable childcare and suitable emp) ([ v

33. For people without children, there are t(r\cm\g ﬂaana ce tue>s to work, particularly
single adults without children. This kfas nve& \e%tronger growth in wages
n

poverty. S ; _
32. Levels of income support can influence peoples’ decusuon§ §3ork or\a ditional

than benefits over a long period dﬁtl

34. Sole parents currently have \He/st 9 \Qg\g
i0

they have higher levels of 5 |n thes
while on a single mcon:ce\Itvs ffowe }1 ortant to note that sole parents have sole
wer levels of employment, such as part-time

caregiving respon bl nd the}'é
work, may be ogl\aggoprla@ 6é\re ore, increasing in-work supports (such as
Childcare ASQ@B}Q}S@) thay b&x@f‘e appropriate intervention.

35. There gr’e s /gvﬁaveqs we casl\(Jse to support employment outcomes, in addition to
mcrea/ in }\centlves to work. This includes increasing employment
Sépwces, er%,@terventlon programmes, ensuring there are appropriate work

benefit and full-time work as
ystem and may face childcare costs

obh itpskl ing and retraining people to meet current and future labour
mark%t de{,‘n
The /ncom% i p@rt system may no longer reflect how New Zealanders live and

work

36. The changing nature of relationships and families means that some settings in the
welfare 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.

37. 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.

38. 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. 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.

40. 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.

41. Interms of income support, increasing the benefit abatement thresholds and
emergency dental limits are specific initiatives noted in the nz N /sto More/b\/foadly,

the manifesto notes the following broad areas of reform: A Stz N
AN S
o removing ineffective sanctions that negatively |mp\ f:sgndlw ual@famlhes,
e increasing income support and addressmq d\gbt N RN \’\f""?\

o explore amendments to the purpose arid,ﬁrlr\gples he\SEQaI Security Act
2018 with a focus on developing m@papa Maor; framework;

e)and péogle health conditions and
/\ .\5) \
. ensuring the income s Mtem fole tlnues to be fit-for-purpose and fair.

o improving supports for dlsable )
their carers; and PR

Consideration is needed o 5 rall scife of chiange desired...

42. To respond to the ch s/ﬂot e(a@ it is worth considering the opportunities to
progress change the um-%o longer-term work programme. There are
different approac; u co&d\\take\when considering your next steps on the welfare
overhaul Jnch.@ﬁ éon5|de<r ther to make more fundamental changes to the
de5|g mak\w improvements within the current system of payments.
For rrfplg, you c %@lder

43. g(ﬁmg settings: This would retain the three tiers of support (i.e.

levels of }) improve income adequacy and reduce complexity. The underlying
foun atlon ttings would remain broadly the same but with a focus on changes to
e sét’clngs that are the most problematic.

malh benefM; é pg)l Mmentary assistance and hardship assistance) but rebalance the

44, {:\: ural and foundational changes to the income support system: Making
fundamental 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.

45.



...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 &:us on ensu
sufficient income support for those who cannot get work. Qu?; le@/@ thawé%?;%smg
main benefits is the best lever to achieve this, with |ncre€se‘s<fatg€ed to(beneficiaries
with the lowest after housing-cost incomes. There are aT§ lower-cosft re
targeted changes to hardship assistance, includin 0 rea se% to th\e d emergency
limits for Special Needs Grants (which is lnclud«?,’é' Iy maﬂl\\ifﬁ/

49. There are also options focused on improving-< eﬁt;expe ¢ fairness within the
welfare system. These are generally chééperj}cbst(bﬂtgs\i e significant impacts
on client outcomes and experiences.of eifare system £hanges to MSD’s culture
and service delivery model are alrea&y\bn erway Rl ™

Part Two: Thie,j” " lfar\e overhaul work programme

Advice that (e ui?e gge}ﬁ:\mmsterlal attention to deliver on the
manife t/ GMmlt tS“

Increasin évetz‘tab\a ent thresholds

50. Funding S pr%ved through Budget 2019 to gradually increase the abatement
threshe ﬁlﬁﬁ \ne with the minimum wage over the next four years. Before this change,
the &k 1ient thresholds had previously remained the same since 2010.

51. hf\mémfesto provides for further increases to benefit abatement thresholds to $160
p eek 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, inciuding 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. - 31

WEAG recommended that hardship assistance e eviewed to ensure it
is adequate, appropriately designed and easy to access. s

N R\

Advice that require Minister erialdecisi ore the end of 2020,
including initiatives that (eb ire e |ster|al decisions or to
; isl -- \5 uirements

10



70.

. The removal of the subsequent child

ding 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:

o 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’.

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.

72.

73.

74.

75.

76.

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.

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.

As you know, extending CIRP in its current form cannot be delivered before February
2021." There are several elements of CIRP’s eligibility criteria that we could consider
changing if we were to extend CIRP, including: />

. allowing a small amount of part-time work when reggr\hng\efRP /v \Q

. changing the eligibility criteria from the last jobs foét\\fo y jo he
eligibility period; and/or

Q )
. modify the ‘due to COVID-19’ requlreni\ﬁfor ‘Feasons

Further policy work is required to deterle‘/\ hetl'@r th @ \ges would improve the
existing programme. Any changes to /llty cntesg\q IRP would likely add to

implementation timeframes. \) v

>
There are other options to prOV|de\§-thg)rt>erm\§ t}rf"tb people affected by COVID-19,
such as temporary one-off ar'« fo pa ) ‘fow income people. Temporary

O

time-limited changes ha ng- -tekrfcasts and are useful tools to help soften the
impacts of economic rns and ide targeted fiscal stimulus.

If you wish to rec ve her adw cefon_extendmg CIRP or temporary income support
options, we c,‘an\ e moreg\d\ai@d advice before the end of the year on the
Ieglslatlve f| cia nd op l implications.

Enhancmgsupport for d/splacea‘”workers and other people who lose their jobs

77.

/ ,"}_vx \\\’
X 3, »é S

Th e re sorg\ p r‘slstent and emerging challenges that highlight potential gaps in our
rE-fi

exnstlng r dlsplaced workers and others who lose their jobs, such as:

e} Brkers face significant drops in income following involuntary job loss, and
Q\exlst g income support does not significantly smooth this transition;

significant disparities in employment outcomes by population subgroup;

e 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?.

" 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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81.

Minimuri %aha[ty Tax Credit thresholds for 2020/21 and 2021/22

83. e \T ose of the MFTC is to ensure families are always financially better off receiving
t -Work 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, iliness or disability; the need to care for
children or other dependents; the end of temporary work, dismissals).
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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

percent, with targe
/ by

'\'%vw S

87.

e to increase by the growth rate in net
djustment process. Net average wages
ytember 2020, while the Consumer Price
same period (when excluding cigarettes and

88. In addition, on 1 April 20
average wages as part of
increased by 2.3 per

Inflation mcrea

¥
ercer\{t‘;%%e

tobacco). \
89. While a ed to remain higher than inflation in the December
2020 ed for the annual general adjustment process), MSD can
oﬁtnons to increase rates by inflation (or any other amount
er j& growth) if wages increase by less than inflation. If needed for

nded option to give effect to this is to use the existing Order in

021 the rg
and advice on a longer-term legislative option can be provided at a

CounCII
later '

\)
Revii / nancial support and eligibility settings for disabled people, people with
heal itions and carers

90. Disabled people, people with health conditions and their carers make up just under haif
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.




92.

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
health conditions or disabilities.

Reduce the impact of debt

93. As of June 2020, former and current benefit recipients owe apprO}imater $1.105
billion in debt. Most of this debt falls under two main categorle'i< glerpaymem“debt
(overpayments of benefit entitlement or money received); and erablgass«gtance
debt (one-off grants for immediate and essential needs t@t ct Qt
repaid). The remainder of this debt is due to fraud.

94. High levels of debt repayment can exacerbate i 9‘6@1 dequa ‘thbue Xand reduce the
financial incentives to work. WEAG recommendéd: br\pr isi gj@t\ctlon in outstanding
benefit debt through sustainable repayme.nf\%n nifhisin tion of
overpayments, and reviewing recovera \h‘avd}hlp %qn 0 be more consistent
with whakamana tangata. < \E

\\\\ \_/

mcluding building financial

95. We will provide further advice on o ns to redu\c
roved information sharing with

capability through a wide ran@of S aI se:wses*,
Inland Revenue,

96. Re-establishrient %s ar umjer SNG’'s to assist people in certain circumstances
establish or revesté lish the sevves in the community, including refugees, sole parents

Re-establishment gr%s,vl " o {//f,\\\ -/
Ieavmg/fé i{y/QIOIence\skuatlbﬁs or released prisoners.

S Q
97. a@embe& \the refugee or protected person re-establishment grant will
@ grant of $5,000 with a cap of $3,500 for accommodation costs.
Re e%tabl sh rants had previously not been updated in over ten years, which had
had awmpa X he adequacy of maximum grants in real terms.

i L0 Y%

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 chllq/ erty redu ion and
income adequacy objectives. g

/ \
Childcare assistance AN Y s ?‘,3
104. Childcare Assistance is provided to support laboug ket pérhc&p@tno@b;‘ helping low-
and middle-income families to meet the costs ebch\ e. So \edaf the settings for

Childcare Assistance are unnecessarily corn,plg /gv’the b\8f income for
Childcare Assistance is inconsistent mth&?{\h&r\alf o/he “assistance), do not
reflect labour market realities (e.g. v rs oru: ork), and are
insufficiently focused on child well e“g \W‘hére is |dence that clients find
Childcare Assistance relat|vely dlfﬂCLQ)to)appIy for cﬁ‘.hat maintaining eligibility is
time consuming. f \

105.

106. Peo/g\e applymg KO( a%am/beneﬂt generally have an initial stand-down period for one
or % eeks e stand down starts on the date they are entitled to a benefit with no
mam/ben/eﬁt\ yﬂ)é during the stand-down period.

107.The mjklaf“ﬁcome stand-downs encourages people to make provisions for themselves
S€ 'of short periods of unemployment, and to reinforce the expectation that people
g@\ew own resources before seeking income support. However, during the stand-
period individuals often require hardship assistance which suggests that many
people 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.

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.

113.

114.

115.

116.

The

117.

118.

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 berefit and
supplementary assistance and would likely have full time wovt\’db’(k_) tions ¢épending
on their other circumstances. Current practice means the pq h? 0.be the
principal caregiver is generally ineligible for any beneﬁt/a§515 n%e for\t o ts” of the
child which can lead to considerable differences in the leveﬂ of ﬂnanc ance each
parent is eligible for. \// L Q (

Review of the definition of income and per/od %f a/sessmint\foFdaargmg income

Financial assistance for working-age rec@enté}mas alvfa s )targeted primarily
through income testing. The curren ftbﬁ of i s\ery broad; if a type of
income is not explicitly excluded ﬁfol%\g'»e eﬁ , enerally considered as
income. This broad def|n|t|on ahgns V\Ht one’ urposes of the Social Security Act

2018, that where appropriate;. p \?ple sho@ e resources available to them
before seeking financial §dpport >

While most clients h%tfatghtforwg(; & regular income such as wages and
salaries, some cli r@s\ € a ndmber of Ssupports available in times of financial
hardship, such ‘as ayrﬁentsﬂ\ﬁq rusts, family and other assets. In these
arcumsta\r\ mining w&at 1§ income can be very complex and time consuming
for bot Q:hents\\aﬁd stéf{ >

In\%@an@lso be étsseésed and charged in various ways. It can be assessed either
wee ran g;s d can be charged against a past, current or future period. Both
perlods of &t ént contribute to client debt (through overpayments) and
unprec/lgc a/bﬂ r clients in terms of how much they will receive. This is particularly
truef:‘ chénts’ who do not work regular hours or get paid at regular intervals.

D
v

_seviewing our income test rules looking at what counts as income, periods of
assessment, and charging to identify ways to reduce complexity, burden and
uncertainty 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,

121 (R0
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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.

130.

131,

Review of the purpose and principles of the Social Secbhtx Act 2018§

132. You signalled your intention to amend the purgo/sg?»@igprma 35 0f tﬁe Soc1al
Security Act 2018; and a review of this is undéfy;ay\\Purposes inciples play

specific and important roles in Ieglslatlon ancl must reflect the 5 stantive provisions
and administration of the Act.

134. We are currently rg_s/Smg the reme\Mthrough a cross-agency working group with
the Treasury, Ir‘rla %venue and branga Tamariki.

Review oﬁo }gatroﬁs anéi\sangtron of the Social Security Act 2018

ew@ertakmg ew of obligations and sanctions of the Social Security Act
201\8\?f1|ch gmlﬁ‘r d to changes that reduce operational pressure and shift our
syst m s.d mutual expectations framework. The administration of some
obligati r{/an sanctlons are potentially diverting front-line efforts away from effective
emp(gym ht focused-case management. Employment continues to be a priority for
people who are able to work.

136, R

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
help deliver on these manifesto commitments.

{, ‘a \." v \
141. We will provide you with a report in early 2021 on the f!ext steps on: *che welfare
overhaul work programme. \\\ -
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Appendix One: Roadmap for welfare overhaul advice

Delivering on your immediate manifesto commitments:
o increasing abatement thresholds (1 April 2021);

o MM

¢ Expanding flexi-wage (December 2020); and

SAG
.

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

® progressing the 2021 legislation programme, including the removal of the subsequent chﬂla\\;ioli 2
(November 2021); "

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

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:

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

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

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

e The impacts of COVID-19 vary by industry, with d|spr0{g6(twnqte effecfs .being
felt by people with lower skills, lower incomes and ymrk?t{g‘ In’/area€€hat éc;e
reliant on tourism.

¢ Women are also experiencing higher rates %in erutﬂlsatlo é?wey are over-
represented in part-time and casual empJ§ nd m&g \m\b e likely to come
into the benefit system going forward,\ \

3. A recent analysis on the immediate and < edl \ﬁ1~term bﬂ}'ﬁ)acts of COIVD-19 and
job loss show increased risks in social* r‘r Ctl |sqi ton and crowding, mental
health and wellbeing, family woleqce @ om s nte and child development
and wellbeing.

4. Some key changes made t& m\sﬁe supp\o@\hﬁgs to help mitigate the negative
impacts of COVID-19 mciud 49N

N
\i\éefe’aﬁ;\e Makn bge&u s were increased by $25 per week from 1

NN

,\\/

e Main benefi

April 20}9 N o
° Wml:er Eoe Paymenté}ﬁrs payment was doubled in 2020 to increase support
fer>l w\}x me m |du\a]s and families.

orfre Re —Th|s 12-week payment provides financial support for
< fhelr jobs from 1 March 2020 to 30 October 2020 due to the

ecogq mpacts of COVID-19.

o Médtéél‘certlflcates and reapplications deferrals—The need to provide subsequent
<m”edgcal certificates for clients receiving a main benefit and the 52- week benefit
(/(“ é@pphcatlon process has been deferred until 31 July 2021 and 29 March 2021
AN \v/)/respectlvely

e Initial 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.

22



Work was already underway to overhaul the welfare system, and due to COVIDf 19_‘:the speed of change was increased significantly

MINISTRY OF SOCIAL
DEVELOPMENT

TE MANATD WHAKARATT O4A

2@@@

BUDGET SENSITIVE

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 and indicative costs (these will be refined over time).

COVID-19 has caused major economic disruption and exacerbated existing pressures in the income support system

While recent changes made to the welfare
system - such as the Famllies Package
and the $25 per week increase to main

benefits - will help to improve living
standards, income adequacy Issues
remain for many people parﬂcularg
single adults (without cfﬂldren) an
couples. Maori are also disproportionately
represented in the welfare system

The impacts of COVID-19 vary by
lndustlly, with disproportionate effects
being felt by people with lower skills,

lower incomes and working in industries
reliant on tourism. Women are also
experiencing higher rates of
underutilisation as they are over-
represented in part-time and casual
employment. —

Bath the scale and pace of people coming
onto benefit has not been seen before.
The number of clients recelving benefits
has crossed 350,000. The number of
working age beneficiaries Is expected to
peak at 453,800 in January 2022.

(\.\ //or

DX

MSD is focused on mitigating the impacts
_of high unemployment, training and

ap renticeship pregrammes, ai
er closures 3s an oppartunity to place
/?Iocal Jobssagkers. It wiil likely be

~Algnificantly hatder for thnse already

“ND unempld)ed ta find work with increased
ampetition tembined with decreased
derﬁand for labour.

There is likely to be further entrenchment
of disparities in the housing market which
impact the ability of low income New
Zealanders to access and maintain
affordable housing. The number of
Accommodation Assistance recipients Is
expected to peak at 420,000 in 2021/22

using

Time-limited, targeted support to mitigate the tmpacts u>\/

Initiatives implemented before COVID-19 Rpt o = e : (/ \: Ongoing and enduring support to help deal with impacts of COVID-19
= WNia S 3
RN ~
v fIrvestment in redeployment i .

Families Package  )f Budget 2019 changes ) i N S ‘"“"‘"\“"4'?‘ 8 RN and ;""l Crcation schemes o by B o e A g:r'lr le':tt:ce;‘;lownorw
Increased income support for ||+ Benefits were wage Processed 950,01 eagps, paid Payment. "/ B N \ \AQ * $100m worker redeployment nrat. I""g < 'le"ts to + 27,000 registered job phone based !
384,000 families with indexed out $14bn, supported 2.5 million Provides yg %6 1X\weeks of NN A package participate in seekers, 4317 Employers P iiovi ant serice for
children by on average $75 +  $192 was removed employees of around 650,000 SUDPOEH‘“' 2ople)who haw\(’) 8% +  Projects funded through the rem‘l’te 5,959 jobs listed, ' up ?o :Ix Hoeke
per week +  Benefit abatement | Dusinesses exp&r’lau.ced aNfies of veork™ e Provincial Growth Fund cmplayinent +  a space where empioyers and ll supports people with

| thresholds were increased J + Jobs for Nature - 13,000 jobs se? lcef e jobseekers can connect. work readiness.
f_—ﬁ ¢’ Doubling of the Increases tofo 7 _RBeént.drreats \._over the next four years referva
Errieerrid | SRRCTOTTTI [ B R CCGE | TS | Gt ity -
unding for a onal sta Mana in Mahi was launched in Payment ht:\% e n S Benefit increases Job Expo iceshi = hi
was approved to provide August 2018 to support The WEP was doubled adly! \ nt of $25pw increases to Apprenticeship Boost Mana in Mahi
additional cas? management employers to recruit, train in 2020 to increase _J<f.increaséd by $400 ;Z\ugvt?:c':efor - all main benefit ér,‘,"\;;::g:se ;f,}',,ﬁgr,{%bifectﬁ':;{‘d :)pr tﬁlﬁﬁ;g;é:; fieskiyear ?:;e&d;i ';';?“t::)f::gpon
services. and retain young people. isupport _fodrl I?dw— A -\peyﬁon : l"r] & X \ | arrears (§4k in a 52 rates. with each other in an online apprenticeship and up to Iincreased wage subsidy up
ki JU an:grfr;emulrlnle; dyz ] msp se tp 0\D¢ “Aweek period) environment - being piloted with | $6k in the second year. to $16k in first year and
k < & MSD-based jobs. up to $8k In second year
LR { .‘, %\ AU
More can be done, but there are trade-offs N /,Aa\'-\ \/‘ v
Trade-offs between improving income adequacy, improving The Child Pove >R¢dﬁchbn Act (2018) requires annual
incentives to work and managing fiscal costs are inevitable, reporting on chll'(ﬁ pt)vh rates and to set three-year and ten-
as it Is not possible to fuifil all of them at the same time. year bargetg, clirrent ten-year targets are to halve the
2017/18 ra

Because of these trade-offs, there is a need to prioritise
objectives in the short-term, particularly in the upcoming
fiscal environment. Changes may need to be phased over
saveral Budgets.

The pathway to these targets is certainly more challenging due to
COVID-19, and income support and employment policies are
significant policy levers in helping to achieve the targets.

= e

. Paid employment not only lifts incomes and living standards, those in paid
employment experience better self-assessed health, life satisfaction, and
soclal connectedness. Households with adults in paid employment are less
likely to experience poverty.

— .

P ds,
although It is too soon to estimate the size of these impacts. The sudden loss of all
employment income, or reduced employment income, can tip many new
households into financial hardship.

. Reducing rates of poverty will likely require a system which supports financtal
Incentives to work and effective employment supports, alongside sufficient income
support to alleviate poverty for those who can’t get work.

. Increasing the financial incentives to work, increasing employment support
services, early intervention programmes, appropriate work obiigations and
upskilling and retraining can all support employment outcomes.

. Historically, high housing costs have put increasing pressure on family budgets,
with almost half of beneficiary households spending half their income on housing
costs. In particular, single people (without children) and couples have relatively
lower benefit incomes than other family types.

. Some groups, such as sole parents, have relatively weaker financial
incentives to wark so increasing in-work supports targeted at particular
groups (such as Childcare Assistance) may be more appropriate.

-~ Alot of work has been undertaken to Improve MSD culture and to
ensure MSD is ready to deliver income support in a changing
landscape.

. However, the welfare system continues to have complex rules that
can make it hard for cilents to understand what support is avallable
or discourage clients from accessing support. Compliance-heavy
application processes can be a barrier to accessing supports.

«  Options that improve cllent experience / faimess within the welfare
system are generally cheaper in cost but can have significant
impacts on client outcomes and experiences of the system.




Initial advice on employment and income support options BUDGET SENSITIVTE

Expanding Flexi-

Increasing benefit
wage ($311m)

abatement
Place 40,000 people thresholds ($244m)
into employment by Supports income adequacy
making a temporary for low-income working
cantribution to their families and movement
wages.

into part-time work.

Employment focused options
+ Benetit abatemoent thyeshol

Lxpanding fexi-waae - $311n
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Report
Date: 24 July 2020 Security Level: IN CONFIDENCE
To: Hon Carmel Sepuloni, Minister for Social Development«"x"i

Proposed approach for rewewmg< obligatlohs and
sanctions of the Social Securlty A@ 8 qnd relevant
regulations » 7

Purpose of the report

1 This report proposes an approach iawing
the welfare overhaul work pro ith
Work Assessment (CWA) a % 1 oblig
arrest obligations and sa AN ~

(Q \< />\’ (’\\ O

- w \

Executive summa 0 /\\\w S,

2  The Ministry Qf/§ émérr\v; SD) temporarily changed the settings of our
ponse sed demand from the COVID-19 pandemic [CAB-
EP/%/??Q refer] Some of these settings were extended for a

ial\focus on the Comprehensive
ding drug testing and warrant to

0

IN-0328 refers]. This has provided MSD with an
nd simplify the settings of the welfare system to address
he welfare overhaul work programme and manage the
or MSD's services due to COVID-19.

3 IntheCahidet aper Welfare Overhaul: Update on Progress and Long-Term Plan, you
sighs { your intention to review obligations and sanctions, with an initial focus on

hat impact on children [SWC-19-MIN-0168 refers]. Progress has been made
scent 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 welfare 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

The Aurora Centre, 56 The Terrace, PO Box 1556, Wellington ~ Telephone 04-916 3300 - Facsimile 04-918 0099



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 overall 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 s p;étlons in the %ocnal
Security Act 2018 and relevant regulations \\Z

«:\< @me

. . @
2 agree that the phased approach will have an mstu\a@gs bn theQ

2.1 Comprehensive Work Assessment \&/;” \;\ /\i\\\,
2.2 social obligations /r\\\ &2 PR @\:>
2.3 drug testing obligation and sanc\ ) /\< \%

2.4 warrant to arrest obligation i \

agree / disagree

3 note that the phased ap@@ll ali %ﬁe overall engagement plan for the

kaupapa Maori value fpose@(i{/ ciples of the Social Security Act 2018
welfare overhaul L@: ms ( < o

7, , \
4 note that the Vg reamsify mendatlon 2 are part of the work programme to
reset {I?,> ions a\ the lfare system

N NV
S nb%lh;(offqai Il'pFovide you with further advice in early 2021 following
engagement with stakeholders.
TN
NS RNN

24 July 2020
J

v | ZAE
Leah Asmus\ 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 obligation, and the
mandatory work ability assessment for people with health cond{Q;;s or disa?gis).

g-

13 On 6 November 2019, Cabinet endorsed a high-level sh Wand m
work programme for the welfare overhaul to achieve t Vg( oM [CAB-
19-MIN-0578 refers]. This includes a review of obligatjion sanctl RS, a focus
on those that impact children, and a wider revu k ure obligation§ @nd sanctions
are designed and implemented to support wel 19-MIN-0168].

l g> the other parent,
-20-MIN-0101
d’enable us to provide

, drug-testing sanctions, and

14 The Government has already removed th
and has just agreed to remove the su hlld
refers]. The proposed approach ou;l
advice on warrants to arrest sanct YB lal

support our work to review § appl \ig uirements Work on reviewing
pre-benefit activities and atory y assessment for people with
health conditions or d| | ta further phases of work.

We made temporary 16 t @ work in response to increased

demand from COJ@D

. <
15 A range o%é im?}y changes\gﬁre made to how the Ministry of Social Development
s HitS servi résponse to the COVID-19 pandemic to manage an

un di ingr mand and to ensure the health and safety of clients and
st 0/3%28@ e s] For example, annual reviews and reapplications were
defe , |dg tific and verification requirements were modified, and initial
income s were temporarily removed to provide quick support to cushion

the b ID-19.

16 0 0 we provided you with advice on the status of the temporary changes
her we should return to business as usual or look at opportunities to address
policy 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.

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 consider 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 considerggﬁge impact OA;\
icati
0

obligations and sanctions on children. Our main conclusion i /éap
any sanction to a parent has an impact on their childreQ/ e nature
of the impact is difficult to quantify based on data we holdh\The' areas

outlined for initial exploration include obligations @s nctions that only apply to
families with children (for example social oblig t@ to car f dependent
children). NN N\
TN\ :
22 Due to the complex nature of some oblj At\\ng) nd s i binet agreed that a

comprehensive review will take placaf\a\‘g
work programme [CAB- 19-MIN-05Q8\Y
and sanctions will be underta alo

t servi

f themeditm-term welfare overhaul
. A ravi ork-focused obligations
¢ rk on benefit eligibility and the

23 As part of the next ph to /x;(s @E er obligations and sanctions, for
example work obligat e/will@% /to have regard to the impact on children.
i t
Njes.

Qur advice wi

i
operationalis
The initial p o %e

T

onl egislative settings, but how they are

ience

regfewﬁ prioritise changes to obligations and sanctions

iy, o« provide additional case managers in Budget 2019. MSD's
ontrlitie staff has led to an increase in proactive employment
% has resulted in more people exiting benefit into work. Given the

25 T se of graduated sanctions has been slowly reducing from 8.3 per cent in March
2015 to 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 facilitating continued
employment-focused case management.

27 Proposed changes to achieve these aims include reviews of the:
o Comprehensive Work Assessment (CWA)
e 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 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.*

29 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.

30 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.

31 Any changes that are made to the obligation and sanction r, khg%hkeb/ib
significantly impact Maori. The welfare system must reflect’ ﬁ d

s of

ensure that any proposed changes to the obligations an<tf ns r @tribute
to this goal, we will underpin the review of obllgat nctv e
kaupapa Maori values included in MSD's worki W will also
consider both te ao Maori and Te Tiriti o0 Waj e an ese issues.

Engagement with Maori on any proposal the engagement
plan for the review.

Proposed criteria for revuewnng ob g%} sanctlons

We have tested the areas propo an /n/tl ainst five criteria

32 The criteria for pnorms view ligations include:

32.1 Aligns with th ?n/ nt’
are making-c at

adequate lﬁgo and
digr}gty\andy abl tosg
@Wthe in MSD’s working policy framework - the framework
ut pur ¢h reflect MSD's role as a provider of social and financial
%on [ 8)7/628 refers]. This includes employment-focused support for
}reogle?( nd remain in suitable employment and housing, while partnering
wm providers and clients to build their own social and economic wellbeing

c)r the welfare system - to ensure that we
s towards ensuring that people have an

f living, are treated with respect, can live in
ipate meaningfully in their communities.

which best suits their needs.

@\&ns with the values in MSD's working policy framework - MSD’s working

licy framework identifies four values that should underpin the approach to the
overhau! of the welfare system [REP/19/7/628 refers]. To align with the rest of
the welfare 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, hapa, 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 individuais.

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.

0
We propose reviewing the Comprehensive wOrk menk/ \

33

34

35

36

37

38

39

The Comprehensive Work Assessment (CWA) is a comp, of he 2 e\ék

reapplication process. The 52-week reapplication pro ess dual ionale.

The first limb aims to regularly assess a client’s eligibility fo a fit e the
ﬁ&ch work

second limb (the CWA) reassesses the client’s
obligations are appropriate for them.

<</

Work-tested clients must reapply for t nt e «eks. If a client does
not complete their 52-week reapphc can bg\fge anted their benefit

(their payments “cease"). This is pro '{{?) ligibility check and
resembles a sanction for non-

You recently received ad ' -wee ﬁ'@ tlons and their impact on clients
[REP/20/6/687 refers M Wi Mow further advice about its use as an
eligibility check m t ./ his/(& II |nform part of the 52-week reapplication
review by ll’ldlC : *@apacnty assessment needs to be tied to an
ehglblhty che a nesQ\ f cancellation.

As a wo é&{)ass sment tool, we are uncertain that the CWA meets its policy
ratlon ist f;he reapplication rule has become less comprehensive
d has %@ owards a more compliance-focused exercise of rapid
che ellg work obligations. MSD's current practice places the burden
on the clien y with the CWA during time with case managers which couid
otherw having comprehensive discussion about how MSD can better

sSuppg chent

> he time period specified for the CWA (52 weeks) is arbitrary. A review of
NA will indicate whether a review every 52 weeks is appropriate for all clients.
If the policy goals are to ensure clients are entitied 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 M3ori 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 it ‘eljents, movir{g/ ¢
Governments vision for the | towards an approach that takes into acc/oc{n\t/a‘c ent’s specific \\ N
welfare system circumstances. Potential to improve Qlj,’q{t/u{ff\i t‘eragtip \ny})uﬂ/d

trust. NN N e

// - ] \) : N

Aligns with MSD’s working | Purposes: Potential to imprepe the CWA to befter understand clients’
policy framework needs and goals to hetp,lh<q ‘,M;Q\Daid erc@m&lt and link them to

other support servi,ceis's:“\\- N

SNAN_ YY) ™ NN

Values: Suppo h@#c@&iﬁng
whanaungdta fosteripg r
rs. ("\\ \\\:\

siﬁp buitding between clients and

S y
b(\tg{xolkﬁng client’s dignity and
X

Simplifies welfare system Rémoves additional fornds anitcompliance, and an opportunity to

settings for clients [,A<‘§i(ém\}iﬁé and tailor itteractions for better resuits.
(RS ~ el

Reduces unnecessary (. | P)Ji‘éntigl\(oifedu& compliance-based activities that do not add value.
compliance-based geti iies S (\z\‘

7~ & AN\ \\ \/\'
for MSD staff an‘ciu}é}tt S ARNARS
PR | PR
. /2/\\\\\///.5 - , < N\ N

\
\ A
& N

PR N\
Thereis *a\\:}v-ﬁbpg L fity-to review the rationale for social obligations

43

44

45

46

T 7 [N
Soc}a\b\obligI> t\i\th vintended to encourage clients to use services essential for child
wellbeipgg s G\JZJ health checks and participation in Early Childhood Education and

i (u
regis r‘g@k éhb&ls. Social obligations recognise that there are at-risk children in
famili ’eéé‘iving social assistance, therefore the welfare system can be used to
eplcolrage activities that can be beneficial for at-risk children.

Wé\p/ropose 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 socia! 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
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.

48 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 rebalancmg mutual expectations
and ensuring that clients live in dignity and ape\ e%téd equltab “This
also aligns with your priorities to review /QQh tf d sanc(ﬁbns t@t

impact children (SWC-19-MIN-0168). (\\
Aligns with MSD’s working Purposes: Social obligations ar ng nded’ w encoy ageﬁ[ents to access
policy framework | services that may be benefi@l\ and then\d& ‘re"n-’s wellbeing.

| Values Supports ma aphtang v up Id(ng"sii?rjx's dignity and
shifting the relat |or(s toone of tr NG support, and takatutonga
by challenging( al’ punltl ures that have been

implement: qu age ated wellbeing outcomes.
Provides an umty m% kotahitanga through coordination

wnh o@her,pubhc agencle'

Simplifies welfare system 4 'Pufent.{alto rer aatﬂ’bhgatlons and sanctions which would
settings for clients ) /\/Vﬁ?@nmpﬂfy w/e¢<ﬁ et gs to better meet the needs of clients.
5
o[ Further wark' needed to understand exactly how much time is spent

Reduces unnecess
comphance_base(w?'ﬁw F,es enga @;wﬁh clients on social obligations, and what these interactions
for MSD s ff ps‘and ~| look ket may be that the time spent working with clients on social
clients ( /\\ /hgatlons may be better used to support clients to find employment,
O ’g \ \S ac’cess housing and/or ensure they are receiving their full and correct
\ “entitlement and all the support they need, especially in a time when

pS ’\ Q\f) e demand for MSD services is high.

/ 3 \\ / >
The te\stmg obligation and sanction could be included in the
initi ase 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 Sanctlons Rapid Evidence Review Paper 4: Drug Testing Obligations and Sanctions,

November 2018, https://www.msd.qgovt.nz/documents/about-msd-and-our-work/publications-
resources/information-releases/weaqg-report-release/obligatlons-and-sanctions-rapid-evidence-
review-paper-4-drug-testing-obligations-and-sanctions.pdf,
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50

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 Alcohol 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 strang
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.®

\zéstm \vawde

The WEAG recommended that MSD remove pre- employmen(

specialised support for people with substance use disordet; earch

shows that New Zealanders who develop a substan Bisorde ,%\ ikely

than average to be male, have low incomes, Iow/e‘é@gnal a taQ and live in
char prevalence

rates for Maori (six per cent) are higher th ei’Fc Ie all other

deprived areas. After adjusting for socio-de é
ethnicities (approximately three per ce /%

We propose reviewing the drug te tlon afy
will allow us to explore options for re

support for people with subs

%}}tlon in this first phase. This
and improving access to
|so

The below table demon tf'\ z rat em;ate\a% st our criteria for review of the drug

testing obligation and m

Criteria W CJAssessrﬁ\\ebt

Governm itsQasno

welfa
\/ﬁi

<\./

/>
Aligns with the N\
Wthe N
/>

b

Op pi\rtvto explore proactive approaches to ensure that clients are
given t?support to access specialised support for people with substance
usedisorders, rather than reducing their income when they are

otentially already vulnerable.

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

‘/

\\

/\

Allgn h\ N@D's working

p@f ework

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-repgort-release/obligations-and-sanctions-
rapid-evidence-review-paper-4-drug-testing-obliaations-and-sanctions.pdf.

¢ 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/informat| ;mm&m&mmmmm

rapid-evidence-review-paper-4-drug-testing-obli ns- n
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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

58

59

60

61

A warrant to arrest is issued in a range of circumstances. Usually it is for not
attending a scheduled court appearance. If a client is officially dgé)ned to ber/public
risk, their benefit is suspended immediately. A client who hasa é;?nt to qg t may
have their benefit reduced or suspended if they do not take\r le s

used to actively facilitate non-compliance with le tions oney to
to contact the
of) jc eates a greater

resoive it. <\\ \)
The policy intent of this sanction is to remove the bllich enigx ome is
N\,

incentive for clients to resolve their wan:&\\sg rrest E S that tax-payer

money cannot be used for unlawful af;l A da \t(_jﬂng agreement allows the
Ministry of Justice to supply MSD wi & people with unresolved
warrants. / &

We propose exploring alt }Qe; to the sanction. Sanctions are likely to
exacerbate existing d| ftﬁat ¥ | nbay be facing to resolve the warrant to
arrest. Arrest and Q{ejs} ficant impacts on individuals and their
whanau when Housmg and childcare arrangements can be
affected. Takl e pro roach to contact these people early and support
them thrg%t\ﬁ ocess wil ter support their whanau.

Eﬂé thﬁt MSD remove the sanction suspending benefit

aﬁ\;ﬁis)f’pe warrant out for their arrest, continue data matching with
th ry o(% cevand take a proactive supportive approach to contacting these
peoplé p /s\

(w\tabl? demonstrates the rationale against our criteria for review of the
‘atrest obligation and sanction:

Assessment
Ahgns 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 lustice obligations and to ensure that tax-
payer money is not being used for unlawful activities.

Values: Supports manaakitanga by upholding client’s dignity, treating
clients equitably and tokatutanga 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.
Simplifies welfare system Potential to remove abligations and sanctions which would simplify
settings for clients welfare settings to better connect with and support clients.
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Reduces unnecessary
compliance-based activities
for MSO staff managers and

The time spent sanctioning clients for not resolving their warrant to
arrest may be better spent ensuring that they are receiving all the
support they need and to gain employment.

clients

Next steps

63 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.

64 We will provide you with advice on each of the identified areas m;he proposed initial
phase in early 2021.
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