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1 1 MAY 2011 

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.qovt.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. 

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

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

• 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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• Cabinet paper: https: //www.msd.qovt.nz/documents/a bout-msd-and-our
work/publications-resources/ information-releases/cabinet
papers/ 2021/cabinet-paper-increasinq-ma in-benefit-abatement -thresholds
on- 1-a pril- 2021-and-conseguential-adjustment- to-the-m in imum-fam il y-tax
credit. pdf 

• Beehive announcement: https: //www.beehive. qovt.nz/ release/qovernment 
dellvers- promise-workinq-low-income-fam il ies 

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

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

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

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

This Ministry fully supports those principles and purposes. The Ministry therefore 
intends to make the information contained in this letter and any attached documents 
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.qovt. 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 

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 "'(8;) , <::< 
1. This report sets out key issues and strategic choices anq,,o~pµ~0¥ res -.y_~ ~ln~ 

welfare system and provides a roadmap for upcoming ~ \~~9n'the~I ~ ystem. 

2. This briefing should be read alongside the attach~~ 'Init:i'at ~·ce \'> p/oyment 
and income support options' which provides m~~)n(oi:mation e k y trade-offs 
across income support and employment. T~~f( .t~~se p~ , .\.J° cl on earlier 
conversations and will be discussed at y~f -t'-ry~tlng ~.f\-Offi~svon 9 November 2020 
(to inform the upcoming work prog~9._~\~,,:'./ (A,~\.\~ 

3. Further detailed advice on foreig11(t'.:~~'.I::1;~ 'str~~d~!'<few Zealand will be provided 
separately. ..~ ~/ (~V:\S < \"-'\ /.----.... \. \~ \.> 

Executive Summary~((;,">":::::} ,;;f~ 
4. As you know, incom ' ''.,, ,,is in~(~ } o,help meet essential living costs and 

alleviate poverty. ! ~~ me ~):>9rl:--system has evolved incrementally over time and 
now has a n~e~~)-stgnifL~~~ftS. 

\ v/> > \\\.N' 
Key issues witqi(I th,{ ~/fare syste'm> 

/?A'\,\. '.(::, (', \.> 

5. Wh~1 <-re'~nt._'%ang!b"a\ ~ ,provided significant improvements to the living standards of 
low, 1 'omf ">New<Z~ ~,iide(s, income adequacy issues remain for many low-income 
indi, -t ~ a~~'i-1 s, particularly single adults without children, and couples. These 
incorrle ~~~ !~'s'ues disproportionately affect Maori and Pacific peoples, as they are 
over;;~ti(~er'l_~in poverty, unemployment and benefit receipt statistics. 

6. T~~~fials'o an ongoing need to make progress towards the Government's ten-year 
~~J'i>~erty targets under the Child Poverty Reduction Act (2018), which are to halve 
t~017/18 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. 

9. 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: ((>> a 
• continuing to view the three-tiered structure of the)flJ~~~ poic:~)n as 

broadly fit-for-purpose, and aim to make improvt~ntf vvithin ,th ~~ 
structure of payments-by rebalancing the l~ ls of'~p·port an~ ssing some 
key issues within the system; and/or /~ \V-h, <..~ \ ( 

• resetting the foundations of the welfa ~ -st')hli in~I ~ ' mloring amendments 
to the purpose and principles of the -~6c-ttj•Set urit ct 2 i'8 with a focus on < V /, '-../ 

developing a kaupapa Maori values·,?' • ork( a i /-_~ 
,, '- ~ \..-' • '-- ',> . -'\\).., 

• 
• -Mit>,i;'o~i~fg 'fai_p:ief~P_AOP e's experience of the system and ensuring people are 
-<5't'r:¥it¢d' wit(1-__~-~~ss, dignity and respect. 

T~-~~~ radf ott)>Ct'ween alleviating hardship, maintaining or improving incentives 
to wb'rk ,s!IJO~~i'ng fiscal costs, as it is not possible to achieve all of them at the 
same .t{~efR~prming the welfare system to address all of the issues identified would 
be sfg0tfic~t to implement and have substantial fiscal costs, particularly given the 

}~pact of COVID-19 on government revenue and expenses. Therefore, reforms 
lfkely require prioritisation and phasing of changes over several years to help 

ge fiscal costs and to manage any implementation constraints . 

The welfare overhaul work programme 

13. 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. 

14. 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. 

15. 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 
this, with options to target increases to beneficiaries with the lowest after housing-cost 
incomes. 

'-_./' .. 

17. 
~ -- , \'-~ 

There are also changes focused on improving clie4-~~riehc~~ {j_ fa f ne ss within the 
welfare system. These can be cheaper in costMt--c~~a~e ·i ~~ t impacts on client 
outcomes and experiences of the welfare s;ern(-9ver t 1asft~w years, we have 
strengthened our service culture to imp ,'--~ ~~ "experr€fl ,~ lients, but there 
continues to be some compliance-h ~'v ~ses ho\omplex rules. 

r ~ '0 /<) ~) • 

------------~ 
Next Steps ~\~ <-;?"> ~) 'v~ 

18. Following your,-r;, J~ ith fie¢~ on 9 November 2020, we will provide you with 
detailed poli& -.afto ( pl emti ·'t 11-. idvice on increasing benefit abatement thresholds, 

and expanding flexi-wage by 
deliver on the manifesto commitments. · • 1 

19. W ou with a rep_ort in early 2021 on the next steps on the welfare 
o.-= ........ ""' ogramme. 

A 
s rnrtlary roadmap for the upcoming advice is provided in Appendix One. 

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: 

• 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 ' 
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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: 

5 

6 

7 

8 

9 

10 

• 

• 

• potential bids for the 2021 Legislation programme, including progressing the removal of the 

subsequent child policy; and 

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: 

• 

• a wider review of Working for Families. 

4 

Yes/No 

-
---
-



12 

13 

I 
I 
I 
I 

I 

I 

I 

Hon Carmel Sepuloni 
Minister for Social Development and Employment 

Date 

Date 
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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}Jstem and some 
changes made in response to these impacts. ~« ?~ 

There are some key issues in the income supf~~m (( \ 0 
There continues to be income adequacy issues for ~ fTl~ nco~ 

22. While the recent changes made to the welfare ,~~uih ~t!__i~~ entation of 
the Families Package, the $25 per week increase;,t~ ain b . · d the indexing of 
these benefits to the average wage-will ~~\rfi'-pro~~- II -~ standards of 
low-income New Zealanders, income~~~~vissu~;, rh r many low-income 
people. Many beneficiaries may stru l ;i1~eet ~~ lfiVing costs, at the same 
time the 'working poor' also mak~U) eabl~'u~ those in financial hardship. 

23. Historically high housing cos~ve 'pat i,!)~~~essure on family budgets, with 
almost half of beneficiar~~ ~ds e ~alf their income on housing costs. 
Single people (withoy~ i-(~' and ~ t{e.§, with and without children), and people 
renting in the priv~~ e( re~~ e Accommodation Supplement have relatively 
lower benefit~·,riso~~pa~B~ \.~ther family types. 

24. Income inJ:ld < ( an im~ ~ pie's spending decisions such as purchasing cheap 
and o~~ri\~~h~ y f~, rel\<)Jig on food banks or going without food, avoiding doctor 
vi~\ ~~Qj'R'g chi~!~~ · volvement in activities, living in overcrowded housing of 
p~-~~ or bq·~~~itg ram high-cost lenders. 

-·~ (~~--::::)\ 25. Furtt)':~rmor_e.~'-: O "°' 9 will certainly increase poverty and hardship rates, although it 
is too sOQrl ~ \.c; ate the size of these impacts. The sudden loss of all employment 
inco~'ff, "QY(fed-oced employment income, can tip many into financial hardship, 

~

•laft'y\ f>they have limited cash or near-cash assets to maintain existing 
m l'thients (e.g . rent, mortgage and consumer debt). 

26. TH 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. 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. 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,~1ucing ra~of 
poverty, as households with adults in full-time work are less 'Q ~Y :,t9, experteri"ce 
poverty. ,0\\/ ,':;,✓~· "0 

~ ,, ' <' 
32. Levels of income support can influence peoples' decisio11~~ 'wbrk, o~ ditional 

hours. The financial incentives to work are only oWctor that a{f,ect ro k decisions. 
other factors that can influence people's deci~'~rk inc~e vailability and 
cost of suitable childcare and suitable em~~~~;? v <!5~;:_,\ 

33. For people without children, there are~gJ~inci?if)~~~~s to work, particularly 
single adults without children. This ~~\~~ive~oy't~ 'stronger growth in wages 
than benefits over a long period o(t-!5~.\> --~ \> ~ 

34. Sole parents currently have,~~~t g ~~, n benefit and full-time work as 
they have higher levels ~~ in the'' Mieiystem and may face childcare costs 
while on a single incqrmi__\.ltJ~/ t1owe~, ~t Eoftant to note that sole parents have sole 
caregiving responflei~rrcl the~,~ reJ wer levels of employment, such as part-time 
work, may be Jl)O~rf ~:'}~tp~ priate;-):~re ore, increasing in-work supports (such as 
Childcare Asc:f~ i=nrfiay h~'Q_re appropriate intervention. 

' i)' 10:~ 
35. There 9re~ ~v1 eve~ we 2:~~llse to support employment outcomes, in addition to 

increa'~tli:¢ nai· I ltl~EY1tives to work. This includes increasing employment 
s~~Wices ~-e vr©tervention programmes, ensuring there are appropriate work 
o~-l~s afil~~~~I ing and retraining people to meet current and future labour 
mark~t ?,,,~~~) 'v 

The inco,~~~rt system may no longer reflect how New Zealanders live and 
work ~ 

36. , anging nature of relationships and families means that some settings in the 
we are 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. 
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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. In terms of income support, increasing the benefit abatement t~sholds and 
emergency dental limits are specific initiatives noted in the ~~to. More,«oadly, 
the manifesto notes the following broad areas of reform_:-~;~,,~:1/ ~~"\~ 

• removing ineffective sanctions that negatively im~~nclivi\~ ~families; 

• increasing income support and addressi~8~ ~ ~ '((~ 

• explore amendments to the purpose a11.clgri!:9P es i \ ~ial Security Act 
2018 with a focus on developing a~~~;M~-"~ tu 'r-ramework; 

• improving supports for disabl,e~~\:)'e nd ~o~e ,:«i health conditions and 
their carers; and '"' ~~ ,,..\, \> ,) 

• ensuring the income s~~ter: c~ ~I ~ ' to be fit-for-purpose and fair. 

Consideration is needed o~h":;Yra/1 ~ ~ ~Mange desired ... 

42. To respond to the ch~f=-riot • la.~\ 'tt is worth considering the opportunities to 
progress change ; · ~f the ~ longer-term work programme. There are 
different appr1i(~hes .... you co. \e:::when considering your next steps on the welfare 
overhaul,),nc\(dm,g;tonside~~~ther to make more fundamental changes to the 
design):!ft~temif!akiM~ improvements within the current system of payments. 
F~~pef'mpl~.,you c~ ~!)'Sider: 

43. I~~e~~ ~ • ing settings: This would retain the three tiers of support (i.e. 
main_,,benefi~~supt>l mentary assistance and hardship assistance) but rebalance the 
levels ot@.6 ' b improve income adequacy and reduce complexity. The underlying 
foun.,d:a'\to{}jl ' ttings would remain broadly the same but with a focus on changes to 

tt~~ settings that are the most problematic. 

44. ural and foundational changes to the income support system: Making 

45. 

undamental 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. 
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... 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. 

49. 

In the context of the Government's vision for the welfare systemynd broader poverty 
reduction objectives, short-term changes could also include a ~JJ~ on ensllft® 
sufficient income support for those who cannot get work. ~{J~-~~w-1.s that:±¥r-~sing 
main benefits is the best lever to achieve this, with incr easeUatg{ted t6CSeH,efu:iaries 
with the lowest after housing-cost incomes. There are a~~✓o'wer-co~~re 
targeted changes to hardship assistance, includin~~- reas~ to tl\e d ta}emergency 
limits for Special Needs Grants (which is includec m mani~~\}_ 

:{v) ~ ~ '> 
There are also options focused on improv~~~fu,,:expeR,~~ fairness within the 
welfare system. These are generally cm~ ~t~ cost~~~~e significant impacts 
on client outcomes and experiences,~f1"'~ I are . ste . e:hanges to MSD's culture 
and service delivery model are air-: d ~ti erw y,. /v 

( c:::-. / /) ,> 
~ '---;::))., /(',.>~ 

Part Two:/n\~;wel+'"-i-'r~ overhaul work programme \~'31) A ~ V 

Advice tf'!~t~~e~.ire ~rge~iinisterial attention to deliver on the 
mani~e (o,:cQtnmitirnt~) \ \ /> ,. \> ';:_;; ._, 
Increas · , -= \ ?,{ei·t:c'o.~ -~~t thresholds 

\\ ,\ 
50. Funcffng~S' P-(dved through Budget 2019 to gradually increase the abatement 

thresh<>fds<tt~'-ij_t)e with the minimum wage over the next four years. Before this change, 
the ((~~~nt thresholds had previously remained the same since 2010. 

51. ~ anifesto provides for further increases to benefit abatement thresholds to $160 
~ 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, 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. 
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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. 

57. 

,"\ ,· 
Advice that require Minis eda· the end of 2020, 
including initiatives ~~ire e ~Yj _inisterial decisions or to 
meet existing pol" ._,_,_.... " ~uirements 

58 . . 

59. 

60. 
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62. 

63. 

64. 

65. 

Advice on the legislation programm 

66, l 

67. 

68. 
. The removal of the subsequent child 

ecurity Act 2018 will need to be given effect from November 
20 MIN-0101). 

69. aq~1B'on, in May 2020 Cabinet agreed to fund a package of support for caregivers, 
in - 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: 

• 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: <;:,>, /'> 

• allowing a small amount of part-time work when -~ ~ ~~ffi.P; ---=,<~~~ 
• changing the eligibility criteria from the last job<.lo~\ ~~ Y jo~ kW}he 

eligibility period; and/or ~() ,> /,:'--_ ~ . \'>,.____'-----=-' 

• modify the 'due to COVID- 19' require~~ ~ so~~~ I (ss. 

74. Further policy work is required to determi~ne~r th~~-~ ~ s would improve the 
existing programme. Any changes to ~~i(y c~i,,e~ia_'~,Ed"I P would likely add to 
implementation timeframes. "- '('-~ _ · ~ "✓ 

75. There are other options to provid~~ rt-~er -f~Pe ~"1:b people affected by COVID-19, 
such as temporary one-off ~ ::.9ofhef pa in~ b low income people. Temporary 
time-limited changes ha~(,{~ )bng-te and are useful tools to help soften the 
impacts of economic ~ 'f\1;<0rn /and,:;,,,..---...__~ 1 e targeted fiscal stimulus. 

i_,,-,--,.. / /\ \ 

76. If you wish to reel l¾e~ ad~t~:d xtending CIRP or temporary income support 
options, we r~ ·:id:e mor~ai1$ d advice before the end of the year on the 
legislati~e, fi~~~~~d op~ ~I implications. 

Enhancing/ n for di aced..'>workers and other people who lose their jobs 

77. Th~e sorfx? REfr~ tent and emerging challenges that highlight potential gaps in our 
existing ~~(t..fdr displaced workers and others who lose their jobs, such as: 

< (/\ ' ' "----' • <€om.if wof"kers face significant drops in income following involuntary job loss, and 
(?\'\~ sfi~g income support does not significantly smooth this transition; 

~,s ignificant 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 

• relatively high levels of wage scarring compared to other OECD countries2 • 

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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78. 

I 

I 

I 

Minimurn,<fittitiij.y Tax Credit thresholds for 2020/21 and 2021/22 

83. @ ; ~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, illness 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. 

~ -- -·--- - .- - - - - .. -
~ - ~ ~. • .·~-_I _ 

Ensure benefit levels are adequate and equitable 

85. 

86. 

87. 

WEAG recom increas· • main 
benefits by between 12 percent and 47 percent, with larger · ded 
for some family types. ,,,,;/, , 

V, . ' .-· \'. . '" ( •') ',,) ·-:\ :-.:.•·•./ 
,.,:::~:.<"<----, <.~---. . ' •/ ,• \ \ (f' -."':;--..:. . .) ,,,-;:::-<··. (/>" '" ( ')\·-.;:-' ' , ', ,,, ' . I) <>~•<',, )) 'v" ,,/;;, ',>:: :~/ 

,::--::--:::.:- ' ,. < '\ • ' • 
•::,.:•,.,-.\'':.::)•v· ~,; ·•·>•, ,,; 

c'"•, \ •, \, '.. ,~, "-.,. ,... \,> 
• • • • '\ I ' \.,·r._;> 

<''', 

88. In addition, on 1 April 2~~ ai benefit ~~e ·: increase by the growth rate in net 
average wages as part-s.f t{\ ,,~ ual ~~('st-a~ustment process. Net average wages 
increased by 2.3 per¢ent-fl{ tlre y ~rto. 5,ep'tember 2020, while the Consumer Price 
Inflation increase ...._"!~ .perc~--~~e same period (when excluding cigarettes and 

tobacco). ,~ S \<s~~\\> 
89. While a9~al wJigj)grq~th iS\~~ cted to remain higher than inflation in the December 

2020 {(U er.JtKe qua ~cYxe'd for the annual general adjustment process), MSD can 
p~~e~ er ady!e Q,~options to increase rates by inflation (or any other amount 
tH'l:\_t ~ g er t!:@'-A>: 9Ei'growth) if wages increase by less than inflation. If needed for 
2021)- the r~ O{l1rr'~il ed option to give effect to this is to use the existing Order in 
Council ~ ~l\a.~, and advice on a longer-term legislative option can be provided at a 

Revi~~,;;;;n~ al support and eligibility settings for disabled people, people with 
healt/id ~ditions 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. 

I 
I 

92. WEAG provided a su ite 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 app~p.J<imately $1.105 
billion in debt. Most of this debt falls under two main categori~(,_3/erpayment>debt 
(overpayments of benefit entitlement or money received);<-~r\a~~cc&erab~ as\~tance 
debt (one-off grants for immediate and essential needs/ ~a't~~e_:;e,fpect\C\ tu--b~ 
repaid). The remainder of this debt is due to fraud. '-"\\ \.> ~~~) 

94. High levels of debt repayment can exacerbate iJJ)"<m dequay(i~ue \and reduce the ./4~ \) ~ ''/..---> 
financial incentives to work. WEAG recommen:.dg~N is~i ~ction in outstanding 
benefit debt through sustainable repaymen~ to-ifn1sin9'1 e ~ion of 
overpayments, and reviewing recoverab!e,_i 'a,!Jil)h1p ~ js't~-Q 

1th be more consistent 
with whakamana tangata. "\. ,~~'\_,, ,. ~ •,,) \.': 

95. We will provide further advice on 'opt!_g'r)sko r d lt~~.ebt, including building financial 
capability through a wide ra~,,---.... · f sooal s · ~M~roved information sharing with 
Inland Revenue, 

Re-establishmen~_gr.i ~-- v ~~:~0 ~ , 
96. Re-establishm<~ r~~ s ar~~ "~~er SNG's to assist people in certain circumstances 

establish .or r~•f ~ lish thetiJ~~~s in the community, including refugees, sole parents 
leavin<~~Hy,;,t61enc~ ~uatiofls or released prisoners. 

97. F\~'1'#~beK ~ \t,~ refugee or protected person re-establishment grant will 
inC\~to a~r~ijr,grant of $5,000 with a cap of $3,500 for accommodation costs. 
Re-esta~qtj n'rt!nts had previously not been updated in over ten years, which had 
had arJ) ~ attj the 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 Min isters in December 2020. 

103. Changes to Working for Families are well targeted to your ch~~ yerty redu~on and 

income adequacy objectives. /> ·,)~f;) t·>~ 
Childcare assistance (~\<::, ~ ~ 
104. Childcare Assistance is provided to support labour ~ket partid{'~tio~~ helping low

and middle-income families to meet the costs .0Ccr:tf~e. Sor,l th'J~~ttings for 

105. 

Childcare Assistance are unnecessarily co ,, ' K--@!-J:;the · i ~ f income for 
Childcare Assistance is inconsistent withl~~alf o~e~i~ "assistance), do not 
reflect labour market realities (e.g. v~· ili~~ rs orz.if~ua;f~k), and are 
insufficiently focused on child wel !~ei ',, re i$ ~idence that clients find 
Childcare Assistance relatively diffil >apP, ~(~ ~hat maintaining eligibility is 
time consuming . ----: '--"" -~~~a 

106. P~c@'e \ ep (~g (O( ~ );?'benefit generally have an initial stand-down period for one 
ort~eek5[~ ~,.s~ nd-down starts on the date they are entitled to a benefit with no 
mairvbe~,~1-e during the stand-down period. 

107. The ir-rJ.tra'}Jii~~e stand-downs encourages people to make provisions for themselves 
· \ ~\df' sMort periods of unemployment, and to reinforce the expectation that people 

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

111. 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 . 

112. 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 b~efit and /) 
supplementary assistance and would likely have full time wo~"¢~f~tions ~ending 
on their other circumstances. Current practice means th~-~a,r,~f'(!Pt' de~~d l:,6\be the 
principal caregiver is generally ineligible for any benefitjissls(~~e fo~~(-;~;,Jts" of the 
child which can lead to considerable differences in tl:l.e leVe)'_>°f'financ ~~ance each 
parent is eligible for. /) \ 0 ~ "~ ,("' 

Review of the definition of income and periq,d <.cit1i½/~ m~~arging income 
<<', ,\✓/ (\ \ y.;; 

113. Financial assistance for working-age rec~i~ ~ }as aL~Y~:, targeted primarily 
through income testing. The current-d~ti¢ff of ii'~is\,~ery broad; if a type of 
income is not explicitly excluded fe_oril~~ ~fif1Jt1 ✓~\.generally considered as 
income. This broad definition ,a-Hgn 'wi .h one~~~:e._, ·urposes of the Social Security Act 
2018, that where approprja/4~'5>ple shp6@~ ~~th'e resources available to them 
before seeking financial itW,Pc:>¢,/ _,,-.:.:;::..:::::;'-> 

~\\ ,. ,y' ( ~ \ \' 
114. While most clients h~~ht(or,wa~,q_)~a\ egular income such as wages and 

salaries, some,,Sfi!:~~e a nu~lr'~ ~pports available in times of financial 
hardship, su~11} ~ ~yll'lents.~ ·'(rusts, family and other assets. In these 
circumst\~es-,,~ !f-mining~"rs income can be very complex and time consuming 
for botr(cfier:,ts)'atid stat{ \.> 

115. Iq_~~\~6>also \b._e ~~$Sed and charged in various ways. It can be assessed either 
<. ( ,;_,,"> :\-:-/ i ' \/) 

we~~r anJ?iilly~ d can be charged against a past, current or future period. Both 
perioos of f\ss s ~nt contribute to client debt (through overpayments) and 
unpre91~~.lajli'\ r clients in terms of how much they will receive. This is particularly 
true~pr,} :lie'nt~/ who do not work regular hours or get paid at regular intervals. 

v, \) 

116. ti, ~ eviewing our income test rules looking at what counts as income, periods of 
~~ment, and charging to identify ways to reduce complexity, burden and 
uncertainty for people, as well as reducing barriers to taking up employment. 

The use of automation in the income support system 

117. 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. 

118. 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.' ' 

128 . . 
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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. 

I 

131. 

133. 

~ 
134. We are currently oe'.'~ , \~~rough a cross-agency working group with 

the Treas ..-. .,_,,._ ----'~~ ,§ranga Tamariki. ' 

Review o"-(!'!3,ii,g"atttifis ~ ~ 's..anrtr6n of the Social Security Act 2018 
, \ ✓<- 'v/ U\ '/y 

135. ~;_,_~rt~fn.g\~ te'w of obligations and sanctions of the Social Security Act 
201s:;:-wnich yVptjl'a,~ i3d to changes that reduce operational pressure and shift our 
syst~tn t:,o~i~(s._i),;utual expectations framework. The administration of some 
oblig~~6r(i;fnttsanctions are potentially diverting front-line efforts away from effective 
em~~!)il\b,t focused-case management. Employment continues to be a priority for 

P. who are 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. '1 

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. 
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Appendix One: Roadmap for welfare overhaul advice 

Delivering on your immediate manifesto commitments: 

• increasing abatement thresholds (1 April 2021); 

• 
• Expanding flexi-wage (December 2020); and 

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

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

/~ ::< , <' /\ <:"-, '-
' I 

• ,✓ / Cl '0 
/\, ,_/,,.._ ' _, ~ 
//\'\.) _\.,__)) 

• progressing the 20~1 legislation programme, including the removal of the subsequent chffd-~ ozi2v-\ \~--------..._ 

(November 2021);fl.t_______________ V (~ \?'-> 

I 
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: 

3. 

4. 

• 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 dispro{?6(ttpf)Ate eff~s, being 
felt by people with lower skills, lower incomes and,,Ytl.Q:~kl~g:,tr,varea~ af'-{i;e 
reliant on tourism. ("'-~ ',~ v ~,~ 

• Women are also experiencing higher rates Qf~ peru~lisati(?Q as~ are over
represented in part-time and casual emp.l;pyh:l~nd m~mb\-~-likely to come 
into the benefit system going forward ~'- ,:,?,,};, ~,~ 

A recent analysis on the immediate and~~\ t~rrJY~X,i~½rbh~,cts of COIVD-19 and 
job loss show increased risks in sociaf~i:r~cti~~~i-i'.lfibn and crowding, mental 
health and wellbeing, family viole1:zc~\a :'.> om~~1 \\;j~hte, and child development 
and wellbeing. ,--=------- '~ <~~ 

(,'~ \ /~~~ ~ 
Some key changes mad7.'F&,rn~ 9pY e sup~~~ gs to help mitigate the negative 
impacts of COVID-19 i-A-Ctudt?:;:\,,, ~✓----------(~~\'~, 

( ~~ V , ) \ ''> 
• Main benefil~~)e'/M.~), ~ts 'were increased by $25 per week from 1 

April 20J_9>· \:~~ ,,.:_,,\,\<, 
' iv".) , < ,,,, ~ .\ ,> 

• Winter ISQeJ,9 Paymentz--in1S payment was doubled in 2020 to increase support 
f,0Vfh\i~ tsome ii:fc,tividu~ and families . 

.:?3''Jh,cf_orj:fe ReHi "@~t-This 12-week payment provides financial support for 
\ <./> ~,/ f '<\ /> 

~ .~ pie ~ \ I\ S'their jobs from 1 March 2020 to 30 October 2020 due to the 
'<>eco~~rnJ~ r,rp'·acts of COVID-19. 

,,,) '-'~ 
• ,,~e~ical'tertificates and reapplications deferrals-The need to provide subsequent 

\ _<!11~cl(~I certificates for clients receiving a main benefit and the 52- week benefit 
0) l'~ppli~ation process has been deferred until 31 July 2021 and 29 March 2021 
\~ , espect1vely. 

-._,,, 

• 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. 

• 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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• MINISTRY OF SOCIAL 
DEVELOPMENT 
f " ••U,1'V , 1\J <N• AKA .. ·AHl ,-,.,. ,.. 

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 
/ 

Both the scale and pace of people coming 
onto benefit hllS not been seen before. 

The number of dlents receiving benefits 
has crossed 350 000. The number of 

working age beneficiaries ls e,pected to 
peak at 453,800 In January 2022. 

., 

/ 
While recent changes made to the welfare 

system - such as the Families Package 
and the $25 per week Increase to main 

benefits - will help to Improve living 
standards, Income adequacy Issues 
remain for many people1 particularly 
single adults (without cnildren) and 

couples. Maori are also disproportionately 
represented In the welfare system 

The Impacts of COVID·l9 vary by 
Industry, 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·tlme and casual 
employment. 

MSD Is focused on mitigating the Impacts 
of high unemployment, training and 

apprenticeship programmes, and using 
'.:-Jll,rder dosu~ ~ an opportunity to place 

\\ , \,,/) local J9..~~- It will likely be 
0v,~ \ ) ~lgnlll,;iiii)y ha<:ller for those already 
, < ' uneml)l4Y!!<fto HIM work with Increased 

\:_, "5,~nd for labour. 

/ 

BUDGET SENSITIVE 

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 '\ \) c~~~ n.Ibillbl11f!d w~h decreased 

.__ __________ .. -.,, .... , '""""'' ,,,..,,,.........,.,..--_________ _ 
Work was already underway to overhaul the welfare system, and due to COVIQ,_~~~ ;-~~1 of change was increased significantly 

Initiatives implemented before COVID-19 Time-limited, targeted support to mitigate the imJl~'v <,/:/~,~ Ongoing a nd enduring suppo rt to help deal w it h impacts of COVID-19 

~ ~ 

COVID-19 A ~ \':27 ~/ 
Wage subsidies COVID Inco,f,;.,,R~~ ~~t j Budget 2019 changes 

( --.{_ni,;stment in redeployment "I "I ~ Work and Income Online --.. r Raipid Return to Work' 
_,,....nd job creation schemes Click to enrol Recruitn1ent Tool 

Processed 950,000 apps, paid P)ly~e~ V ) , 1 
out $14bn, supported 2 5 million Provides .l'll~ wee'l.s of /,,,... ,~ v · 
employees of around 650,000 suppo1i'fD'r.Re<1P who have, 0 ::-S 
businesses e•p,.e.~~ i'I! s of "!-".Jl(:-~,, (i "'--

~ ~ ~ 

Families Package 
Increased Income support for Benefits were wage 
384,000 families with lnde,ed 
children by on average $75 S 192 was removed 
per week Benefit abatement 

thresholds were Increased 

An early Intervention, 
$100m worker redeployment Enabling clients to 27,000 registered job phone based 

I package participate In seekers, 43 I 7 Employers, employment service for 
Projects funded through the remote 5,959 Jobs listed, up to six weeks, 
Provincial Growth Fund employment 

a space where employers and supports people with 
Jobs for Nature - 13,000 jobs services and self- jobseekers can connect. work readiness. referral over the ne,t four years ~ Doubling of the Increi , tlrt_o · <" ~~- ~ 

Winter Energy /.) g ~ I.ls-:_- / ,,'\a, i ' ta e Additional case manager;' "" "" ~ "" ~ \... ... 
Payment Fooit"~ t~ i,fe , ~l>~~avallabllity 

The WEP was doubled tetl)Ypra, ,~ ::i,~tmt of 
In 2020 to Increase . < ._incr~'5€.r'by $~0 l ~~verabl~ 
support for low· ~ ..pey-~~k in , , ll.SS1stance or rent 
Income lndlvld4al, ' v ~ response l~ ~QVll?o' : arrears ($4k in a 52 
and families / ( , ,\., , 9. ,~, '>::-S✓ eek perlodl 

Mana in Mahi 
Funding for additional staff Mana In Mahl was launched In 

was approved to prm, lde August 2018 to support 
additional case management employers to recruit, train 

services. and retain young people. 

, 

"""---•'• /• '--~ .. v .,----.. .., ,,; 

More can be done, but there are trade-offs <', ..., -->'~,\~~;:f')1. 
«< , s 

Trade-offs between improving income adequacy, Improving 
incentives to work and managing fiscal costs are Inevitable, 
es It Is not possible to fulfll all of them at the same ttme. 

Because of these trade-offs, there Is a need to prioritise 
objectives in the short-term, partlcul11r1y In the upcoming 
flse11I environment. Changes may need to be phased over 
several Budgets. 

The Child Pove~>Rjl\lud:i.on Act (2018) requires annual 
reporting on chli4,pc)v'i!~ rates and to set three-year and ten
year target;;~ " ~rii: ten-year targets are to halve the 
2017/18 ra~ v' 

The pathway to ,these targets Is certalnly more challenging due to 
COVID-19, and income support and eg,ployment policies are 
significant policy levers in helping to achieve the targets. 

Benefit increases Mana in Mahi ' Job Expo Apprenticeship Boost $25pw Increases to Innovative way for Jobseekers and Up to $12k In the first year Extended length of support all main benefit employers around NZ to connect of the employees' ( up to 24 months) and rates. with each other In an onllne apprenticeship and up to Increased wage subsidy up 
en,lronment - being piloted with $6k In the second year. to $16k In first year and 
MSD-based Jobs. up to $8k In second year 

" - - -

D-~i ,L -- . 111 " - 1 1 

Paid employment not only llfts Incomes and llvlng standards, those In paid 
employment experience batter self-assessed health, llfe satisfaction, and 
social connectedness. Households with adults In paid employment are less 
llkely to experience poverty. 

Increasing the financial Incentives to work, Increasing employment support 
services, early Intervention programmas, appropriate work obllgatlons and 
upskllllng and retraining can 11II support employment outcomes. 

Some groups, such as sole parents, have relatively weaker flnanclal 
lncenttves to work so Increasing In-work supports targeted et particular 
groups (such as Chlldcare Assistance) may be more appropriate. 

s, 
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 flnanclal hardship. 

Reducing rates of poverty will llkely require a system which supports flnanclal 
Incentives to work and effective employment supports, alongside sufficient Income 
support to alleviate poverty for those who can't get work. 

Hlstorlcally, high housing costs have put Increasing pressure on famlly budgets, 
with almost half of beneficiary households spending half their Income on housing 
costs, In particular, slngle people (without children) and couples have relatively 
lower benefit Incomes than other family types. 

A lot of worlc has been undertaken to Improve MSD culture and to 
ensure MSD Is ready to dellver Income support In a changing 
landse11pe. 

However, the welfare system continues to have complex rules that 
can make It hard for clients to understand what support Is available 
or discourage clients from accessing support. Compllance-heavy 
appllcatlon processes can be a barrter to accessing supports. 

Options that Improve client experience / fairness within the welfare 
system are generally cheaper In cost but can have significant 
Impacts on client outcomes and experiences of the system, 
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wage ($31lm) 
Place 40,000 people 
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making a temporary 
contrtbutlon to their 

wages. 

ment and income su 

Increasing benefit 
abatement 

thresholds ($244m) 
Supports Income adequacy 

for low-Income working 
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Into part-time worl<. 
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Rep t 

MINISTRY OF SOCIAL 
DEVELOPMENT 
TE MANATU WHAKAHIATO ORA 

Date: 24 July 2020 Security Level: IN CONFIDENCE 

,.--;) 
To: Hon Carmel Sepuloni, Minister for Social Developm '{\--? 

Proposed approach for reviewing<::~,~~~~~~s,r, ·'ilnd 
sanctions of the Social Security Ad) 2b\~n'~{ Felevant 
regulations 0>~ Cg~ 

,. <. \ \ \/ ,,,,...~. '0)(,Q \.,. 
Purpose of the report . N ~ ~~" , 
1 This report proposes an approach fn.;~~~wmg II ,ii~ and sanctions as part of 

the welfare overhaul wor~pro ~~ith · · I focus on the Comprehensive 
Work Assessment (CWA) a ~ I oblig~~ ding drug testing and warrant to 
arrest obligations and(~ ' ~:./'> '/ ~"(_~ 

Executive summa~)\./ /'> ~ 
2 The Ministry c velp~~SD) temporarily changed the settings of our 

welfare sy te ponse ~~sed demand from the COVID-19 pandemic [CAB-
20-MIN- a EP/~3/28'f, refer]. Some of these settings were extended for a 
furt · h~[ IN-0328 refers]. This has provided MSD with an 
ol.lV\..,lA.U o m nd simplify the settings of the welfare system to address 
bot obje~~ he welfare overhaul work programme and manage the 
incre se~~or MSD's services due to COVID-19. 

3 I~th 1z: ~et aper Welfare Overhaul: Update on Progress and Long-Term Plan, you 
si y r intention to review obligations and sanctions, with an initial focus on 
t se t impact on children [SWC-19-MIN-0168 refers]. Progress has been made 
w1 cent 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 
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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 overall work programme to reset 
the foundations of the welfare system. 

Recommended actions 

It is recommended that you: 

1 

2 

3 

4 

5 

agree to a phased approach to review _some obligations and s~~ions in th~S,ocial 
Security Act 2018 and relevant regulations ., ~«-> <~,\ 

/,\'-/"'\ V {2 '"" \ 
('.'-_~ ~ \) a~~s gree 

agree that the phased approach will have an init~s On th~ f(v 
2.1 Comprehensive Work Assessment ~:~r---......."> ©}~ 
2.2 social obligations <~ <✓;> ~\' C) ,> 
2.3 drug testing obligation and san~~~ ,, «( \"\, 
2.4 warrant to arrest obligation ~~~n "'\ ~0 \ 

~ ~ ~ ~ :-.,~\) agree/ disagree 

note that the phased a~~1AII a~~~~verall engagement plan for the 
kaupapa Maori valuef~~ fpo~~f~~iples of the Social Security Act 2018 

welfare overhau~~ms~ \V> ~ 
(1/ \) ~ ~\ 

note tha~he~ reams<;'~ ,:: c mendation 2 are part of the work programme to 

reset ~½..,~t1ons ~ welfare system 

n~ffi<ill)~~vide you with further advice in early 2021 following 

en~~r(t:\~W stakeholders. 

/) <✓ :\\ 
/ 

" 

Leah Asmus 
Policy Manager 

Date 

Welfare System and Income Support 

Hon Carmel Sepuloni Date 
Minister for Social Development 

Proposed approach for reviewing obligations and sanctions 2 



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 oblig~ion, and the 
mandatory work ability assessment for people with health con~~ or disai· ies). 

13 On 6 November 2019, Cabinet endorsed a high-level shor;t,<:IF:n~Wa~d g- m 
work programme for the welfare overhaul to achieve thef$o~~en~' o [ AB-
19-MIN-0578 refers]. This indudes a review of oblijiin~cYsancti ~, · a focus 
on those that impact children, and a wider revie,s si O ure ob· ·on <ancl sanctions 
are designed and implemented to support welef~ om 1 -MIN-0168). 

14 The Government has already removed~h ~o~ i ~ the other parent, 
and has just agreed to remove the su hild -20-MIN-0101 
refers]. The proposed approach outli~~ spa= d'enable us to provide 
advice on warrants to arrest sancttQ~ ~ ial~ , drug-testing sanctions, and 

pre-benefit activities andpj.e) atory · y assessment for people with 
support our work to review S~e~~ppl · ~ uirements. Work on reviewing 

health conditions or di~~ I ~a · further phases of work. 

We made temporary~~ to ~~ work in response to increased 

demand from co~]J~ ~ \~> 
15 A range o(,t_e~~ changi~~ made to how the Ministry of Social Development 

(MSD),, ll~,;,~ serv~~ ~~~;onse to the COVID-19 pandemic to manage an 
un ~e cf ing~~mand and to ensure the health and safety of clients and 
st 0/~a,__6-. e s]. For example, annual reviews and reapplications were 
defe · , id~~fic and verification requirements were modified, and Initial 
income ~cl s were temporarily removed to provide quick support to cushion 
the~~ ~ ID-19. 

16 I~~~O O, we provided you with advice on the status of the temporary changes 
a ~ Afher we should return to business as usual or look at opportunities to address 
kn 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 consider~~)impact o / 
obligations and sanctions on children. Our main conclusion~- !t'3\\_~ap · ~ of 
any sanction to a parent has an impact on their childre~~ ~tke nat e d~cale 
of the impact is difficult to quantify based on data we hofc h~ ~~~as 
outlined for initial exploration include obligations ~ncti ns ,!_~ o -apply to 
families with children (for example social obligi3~'\ ~ to c~~{~f ependent 
children). ~S,(/>v ~~> ' . '\ / 

22 Due to the complex nature of some o~r at~)w ncf s~1 binet agreed that a 
comprehensive review will take plac~\ rt 'of th~- m erm welfare overhaul 
work programme [CAB-19-MIN-OS~'r .'.!S!~' ark-focused obligations 
and sanctions will be unde~a alo de f~~\~ rk on benefit eligibility and the 
expansion of the MSD's e< . ~ t serv~~ "\>0 

23 As part of the nex~ph ~- to ~~i~er obligations and sanctions, for 
example work obli at e"wil~□~-u~Jto have regard to the impact on children. 
Our advice will79 · o~I ~~~eg1s ative settings, but how they are 
operationalis~p~~ ied~ ii~. 

The initial p~ ~':tfre -r~~wA~{ prioritise changes to obligations and sanctions 
that cou~· I"< cli~~ience 
24 w{ ') · d f~~~p~ovide additional case managers in Budget 2019. MSD's 

inve in~-o lme staff has led to an increase in proactive employment 
engage has resulted in more people exiting benefit into work. Given the 
antitj-pa me ase in client volume, an employment-focused approach will ensure 
cl~it · to stable and secure employment. 

25 T , of graduated sanctions has been slowly reducing from 8.3 per cent in March 
201 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: 

• Comprehensive Work Assessment (CWA) 

• social obligations 

• 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. 1 

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 lwi 
in the design and delivery of welfare support. 0 , /( 

31 Any changes that are made to the obligation and sanction r~d~i!\\~1ikebt{6\,, 
significantly Impact Maori. The welfare system must reflact'ti:i~~s of ~li. n, 
ensure that any proposed changes to the obligations an~~ct)ons rlrtribute 
to this goal, we will underpin the review of obligat1·~nd 's~n~i s I e 
kaupapa Maori values included in MSD's wo~ki .pi>t(~ame W will also 
consider both te ao Maori and Te Tiriti o wa· /4, ' e an~l ese issues. 
Engagement with Maori on any proposal~ f&'orpota\~ the engagement 
plan for the review, ,,_~~-✓ ~~~~) 

Proposed criteria for reviewi~'nga.!!_~{\~ sanctions 
We have tested the areas propos~an mit~~~ainst five criteria 

32 The criteria for prioriti~~~~w ~~ligations include: 

32.1 Aligns with th~i;rent' ft. ~r the welfare system - to ensure that we 
are makin_g-:,:: ~hat s towards ensuring that people have an 
adequatt(~ . y and ~ f living, are treated with respect, can live in 
dig?>~"~ abl to p~ lpate meaningfully in their communities. 

32~2 fibr!) ~ the ,, in MSD's working policy framework - the framework 
t~.~f p~ th reflect MSD's role as a provider of social and financial 

\._ ort [r{EPa-'9 /628 refers]. This includes employment-focused support for 
)reo~'\i\~nd remain in suitable employment and housing, while partnering 
wj~~~e(_providers and clients to build their own social and economic wellbeing 
~~ which best suits their needs. 

3~~s with the values in MSD's working policy framework - MSD's working 
~~licy 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 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, hapu, 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_ ~,nent:-~'\ 

33 The Comprehensive Work Assessment (CWA) is a comP,~6~ ~ '~f~e@ ~~ 
reapplication process. The 52-week reapplication pro ess l\~s a dual ionale. 
The first limb aims to regularly assess a client's el' ~ · ty fo a~fit · e the 
second limb (the CWA) reassesses the client's~ ~·ty ·ch work 
obligations are appropriate for them. ~':::-..': /\ r--.;. \ 

\- ·\'\ / 0- ~...._) .... 
34 Work-tested clients must reapply for t~-(1)~~nt e~~' • eks. If a client does 

not complete their 52-week reappl~·c~~ ~y can~a e anted their benefit 
(their payments "cease"3). This is blt:i 'approi(~ ~ ligibility check and 
resembles a sanction for no~-,, pll . ✓~-,~\\> 

35 You recently received ad~ -w~e <riQ · tions and their impact on clients 
[REP/20/6/687 refers5, · )irovi 'YQ ~it further advice about its use as an 
eligibility check in~ y.,-1his~1'e<I.· II inform part of the 52-week reapplication 
review by indj~~~ er ~1Q! ,:capacity assessment needs to be tied to an 
eligibility che~0 a ries~ · ' f cancellation. 

36 As a w~XaPa~~ss~smentJ ol, we are uncertain that the CWA meets its policy 
ration~~~Qjiriist~~)~,:o_f.~e reapplication rule has become less comprehensive 
ov~~ d ha~i 't6wards a more compliance-focused exercise of rapid 
che elige· y work obligations. MSD's current practice places the burden 
on th cli~t:_,,~ o y with the CWA during time with case managers which could 
other~~~~ having comprehensive discussion about how MSD can better 

su~p ~client. 
37 F fth , he time period specified for the CWA (52 weeks) is arbitrary. A review of 

ttia'e A 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. 

38 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. 

39 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 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 al! 
clients in the 52-week reapplication process. This will make a difference to all working
age clients, especially the Maori population. 

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

Criteria Assessment 

Aligns with the 
Governments vision for the 
welfare system 

Potential for quality, proactive engagement ~(i:!Jents, movi~ ( 
towards an approach that takes into acco~~ 'c; enU speyiF> "~" 
circumstances. Potential to improve ~J(~1/~tgt l ~rac io~~uld 

trust. ,,,---· '\> \. \ \> . .____ _______,,. 
Aligns with MSO's working 
policy framework 

Simplifies welfare system .RGnb:: s ditionar:~ Jj-tompliance, and an opportunity to 
settings for clients \~~ 11tr<e an ail r · \e ctions for better results. 

(~,.,,""~> .\~ \/) ',> . 
There:~~--;(J)l>po~~itj~o review the rationale for social obligations 
43 So~~;g~tt@ y~ ,}ntended to encourage clients to use services essential for ch ild 

wellbeing-( (t\G~dmg health checks and participation in Early Childhood Education and 
regis~~;~hobls. Social obligations recognise that there are at-risk children in 
f~ ·eceiving social assistance, therefore the welfare system can be used to 
e~~ e activities that can be beneficial for at-risk children. 

44 We propose 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 Tlingata, mutual expectations and trust. 

45 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 dients will 
therefore be limited in achieving wider wellbeing outcomes as they will not remove 
external barriers to compliance with social obligations. 

46 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 instea helqing 
clients focus on their employment outcomes. 

1 

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 

Aligns with the 
Governments vision for the 
welfare system 

Aligns with MSD's working 
policy framework 

Assessment 

Opportunity to explore proactive approaches to ensure that clients with 
children are given the support to access government services that best 
support whanau wellbeing, without obligations or sanctions. 

Could send a strong message about rebalancing _r:ry_ljtual expectat~s 
and ensuring that clients live in dignity and a~'t(eef~51, equitabif-,_(!1is 
also aligns with your priorities to review ~;iat'.~n~foid sa ~mm~~t 
impact children (SWC-19-MIN-0168).(✓', \ "'(v \ _j) 

\ \., , 

Purposes; Social obligations ar~nded'to enco~\age ~ ~ to access 
services that may be beneH~)'Z~ and t~~re rs wellbeing. 

Reduces unnece~s~ '~;__,,----; -f ur!b~i'k.~ needed to understand exactly how much time is spent 
compliance-basec{~v, (:es en~~\ti clients on social obligations, and what these interactions 
for MSD ~~f('r(lan~>and.,,, look' ~~t~ay be that the time spent working with clients on social 
clients ( ( /)"' "-v;:), ~ -"' : ~~ations may be better used to support clients to find employment, 
(0) \,<.,;J '' \'· \) ,,., .. _' cess housing and/or ensure they are receiving their full and correct 
~ ~· (--::::;,• ··\, entitlement and all the support they need, especially in a time when 

<> ,,,,-:::0, ("-_J) 'v demand for MSD services is high. 

/) \:( •,) 

The ~1e~ting obligation and sanction could be included in the 
initi~~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 requ irement 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 

4 Obligations and Sanctions Rapid Evidence Review Paper 4: Drug Testing Obligations and Sanctions, 
November 2018, htl:ps: //www, rnsd ,govt, nz/d ocu ments/about-msd-and-our-work/oubUcations
resourcesJ information-re1eases/weag-report-re1ease/obllqat10ns-a nd-sanctions-rap1d-eyjdence
review-paoer-4 -d ruo-testl ng-obljoations-and-sa actions, odf. 
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50 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. 

51 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. 

52 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 treatm~J: approaches, with 
some studies suggesting potential harms.5 ((/) a 

53 The WEAG recommended that MSD remove pre-employl'l).eii(~\~ ~1tindtalid ~vide 
specialised support for people with substance use disorder~~~d. ~$0'\~ddearch 
shows that New Zealanders who develop a substan~e Cfi$0rde~ar 'tn~"kely 
than average to be male, have low incomes, lo~7 'cl.,, · nal a,~~e ( and live in 
deprived areas. After adjusting for socio-dem~;.: rafth: char~~ prevalence 
rates for Maori (six per cent) are higher -~~(tf ~fie-~~ le h~' all other 
ethnicities (approximately three per ce~~~ " ~ ( \ ~ 

54 We propose reviewing the drug te~~- ~tiol), aii~'n'ot~n in this first phase. This 
will allow us to explore options for r~ trig ~e\~s i,:,vion and improving access to 
support for people with subs~us is9rde~~ 

✓"> ~\\ ) ) , 0 L \ '\ 
55 The below table demon tK~ 'tt)'e- rat;~~ st our criteria for review of the drug 

testing obligation and ~ /) \ ( ' ) 0 
/ ,\_____, 

Op (t\'m' 'to explore proactive approaches to ensure that clients are 
given-O,¥support to access specialised support for people with substance 
~isorders, rather than reducing their income when they are 

6tentially already vulnerable. 

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

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 chan e. Could su ort kotahitan a if we are able to artner 

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-
vvork/publ tcatio ns-resources/ information-releases/ weaq-re oort-release/obligati ons-and-r.anctlo os
rap id -eyf de nce-revf ew-paoer-4-d ruq-testin g-obllgatlons-a nd-sa n ctlons. odf. 

6 Obligations and Sanctions Rapid Evidence Review Paper 4: Drug Testing Obligations and 
Sanctions, November 2018, https://www,msd.oovt,nz/documents/about-msd-and-our
work/oubiicatjons-resources/inforrnation-releases/weag-reoort-release/obllgatjons-and-sanct1ons
rapid-evidence-revievv-paper-4-drug-testing-obligations-and-sanctjons.odf. 
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with service providers, including Maori and lwi 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 wh ich 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 
attending a scheduled court appearance. If a client is officially d,e¢'med to be <¼)Ublic 
risk, their benefit is suspended immediately. A client who has,~<-~~~nt to ~~t may 
have th~ir benefit reduced or suspended if they do not t~~~,~~le s~fPs _!°'0 
resolve 1t. (,'\\\ \\ i~~ 

58 The policy intent of this sanction is to remove the ?95$ibillt~h~~s~n flt,tffi:ome is 
used to actively facilitate non-compliance with e ' ~'(~tlon$'WS{ g oney to 
"evade the law"), by encouraging clients wh ~ t\Varra ':a_)i to contact the 

59 

Ministry of Justice. The rationale Is that a;s:~ ct) ~ ,;,tor t o )cr'eates a greater 
Incentive for clients to resolve their w~~o,,1 rrest ~ -~ s that tax-payer 
money cannot be used for unlawfuJ a<t~"'-~ A da~~mg agreement allows the 
Ministry of Justice to supply MSD w~ftiform~i~~i:1 people with unresolved 
warrants. <~ "J /~ ~~ 
We propose exploring alti)xJ·to ~~ sanction. Sanctions are likely to 
exacerbate existing di~ ~ ;l:f'lat,)\ ~e may be facing to resolve the warrant to 
arrest. Arrest and~<"" t n h~(~ · ant impacts on Individuals and their 

affected. Taki~9j> re pro · , ~proach to contact these people early and support 
whanau when J>91/ ~ re.Housing and childcare arrangements can be 

them thrA~t~;pfoc~s wil ter support their whanau. 

60 Th~~~~~~,\~ MSD remove the sanction suspending benefit 
p ~tsjf'pe~e-J, warrant out for their arrest, continue data matching with 
the 'Mmlstry,R~ stl~~ nd take a proactive supportive approach to contacting these 
people. /'> \'\\_~) 

61 
~ (/, '\,\ 

The ~,~bl~ demonstrates the rationale against our criteria for review of the 
w t <t'o arrest obligation and sanction: 

Aligns with the 
Governments vision for the 
welfare system 

Aligns with MSD's working 
policy framework 

Simplifies welfare system 
settings for clients 

Assessment 

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

Purposes: The intent of the warrant to arrest sanction is to encourage 
compliance with Ministry of Justice 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 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. 

Potential to remove obligations and sanctions which would simplify 
welfare settings to better connect with and support clients. 
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Reduces unnecessary 
compliance-based activities 
for MSD staff managers and 
clients 

Next steps 

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

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. 

Author: 
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