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Tena koe 

On 7 July 2021 you emailed the Ministry of Social Development (the Ministry), requesting 
under the Offidal Information Act 1982 (the Act), the following information: 

• Any available information on the current/upcoming review of the Accommodation 
Supplement, ;nc/uding but not limited to scope; terms of reference; timeline; any 
scheduled public engagement or consultation; any key officials and/or Ministers 
responsible that can be named. 

• Any available information on the Working For Families review that has been 
signalled by this Government, including but not limited to scope of the revlew; terms 
of reference; any opportunities for public consultation; any key officials who have 
oversight of this review that can be named; any Ministers responsible. 

On 22 July 2021, you were advised by the Ministry that more time was required to respond 
to your request, and that in accordance with section 15(1) and 15A of the Act, the Ministry's 
decision would be with you no later than 1 September 2021. 

On 1 September 2021, you were notified of the Ministry's decision and advised that the 
information will be provided to on or before 16 September 2021. 

The following documents have been in identified to be in scope of your request: 

No. Date Title 

1. 30 November 2020 Report - Welfare Overhaul - Review of Working for Families -
Options for change [REP/20/11/1047] 

Aide-memoire - Budget 2021 - Main benefit increases and 
2. 8 March 2021 other income support initiatives 

[REP/21/3/215] 

3. 9 April 2021 Joi.nt Report - Welfare Overhau l : Working for Families Review 
(REP/21/4/356] 

The Aurora Centre, 56 The Terrace, PO Box 1556, Wellington • Telephone 0-4-916 3300 • Facsimile 0-4-918 0099 



Joint Report - Working for Families Review: revised 
4. 16 April 2021 recommendations 

(REP/2 1/4/383] 

5. 11 May 2021 Terms of reference for the Governance Group 

6. 11 May 2021 Project brief: Review of Working for Families 

Aide-memoire - Oral Cabinet Item: Review of Working for 
7. 11 May 2021 Families Tax Credits 

[REP/21/5/4 74] 

8. 11 May 2021 Oral Cabinet Item - Review of Working for Families Tax Credrts 

9. 12 May 2021 Cabinet Minute - Cabinet Social Wellbeing Committee Minute 
SWC-21-MIN-0068 

10. 17 May 2021 Cabinet Minute - Report of the Cabinet Social Wellbeing 
Committee CAB-21-MIN-0167 

11. 2 June 2021 
Report - Initial advice on the approach to the Accommodation 
Supplement Review [REP/21/5/567] 

Report - Approach to engagement for the Working for Families 
12. 24 June 2021 and Accommodation Supplement review 

[REP/21/6/614] 

Aide-memoire - Income Support Ministers Meeting 29 June 

13. 25 June 2021 2021: Revfew of Working for Families and Accommodation 
Supplement 
[REP/21/6/673] 

Document 2, 9, and 10 are publicly available and therefore have not been enclosed in this 
response. You can find these documents at the following links: 

REP/21/3/215 - Aide-memoire - Budget 2021 - Main benefit increases and other income 
support initiatives, dated 8 March 2021: 

www. msd .govt. nz/about-msd-and-our-work/publications-resources/information­
releases/ cabinet-papers/2021/budget-2021-msd-main-benefit-increase- release. html. 

Cabinet Minute - Cabinet Social Wellbeing Committee Minute SWC-21-MIN-0068, dated 12 
May 2021, and 

Cabinet Minute - Report of the Cabinet Social Wellbeing Committee CAB-21-MIN-0167, 
dated 17 May 2021: 

www. msd .govt. nz/about-msd-and-ou r-work/publicat1ons-resources/information­
releases/cabi net-papers/2021/review-of-worklnq-for-families. html. 

Note, due to an oversight, Report - Initial advice on the approach to the Accommodation 
Supplement Review [REP/21/5/567] was not listed in the notification email sent to you on 
1 September 2021. This document is now included in the above list and enclosed. 



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

Some information is withheld under section 9(2)(g)(i) of the Act to protect the effective 
conduct of public affairs through the free and frank expression of opinions. The greater 
public interest is in the ability of individuals to express opinions in the course of their duty. 

Some information has been redacted as 'out of scope' as it does not re.late to the subject 
of your request. 

Please note that to accompany the enclosed R£P/21/4/356 Joint Report: Welfare Overhaul.'. 
Working for Families Review, you will find REP/21/4/383 Joint Report: Welfare Overhaul: 
Working for Families revised recommendations as well . Ministers agreed on a number of 
recommendations at a meeting and asked that a revised set be provlded to record decisions 
on the direction for the Working for Families Review. This note provides the updated 
recommendations based on the discussion at the meeting, along with the original noting 
recommendations. 

Please note that on page 13 - 14 of REP/21/4/356, the pc1ragraph jumps from 36 to 45, 
this is due to a formatting error at the time the report was prepared. 

Also, please note Ministers have agreed to public and targeted engagement to inform the 
Review of WFF and AS, as you will see in REP/21/6/614 Approach to Engagement for the 
Working for Families and Accommodation Supplement review. Initially engagement was 
planned to happen in 2021. Ministers have since made decisions to delay engagement 
until 2022. Further information on engagement will be shared as it is available. 

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 g_reater 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 pub'lishing this letter and -attachments on the 
Ministry of Socia l Development's website. Your personal details will be de'leted, 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, ptease feel free to contact 
OIA Reguests@msd.qovt.nz. 



I f you are not satisfied With this response regarding the Working for Families and 
Accommodation Supplement Review, 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.parllament.nz or 0800 802 602. 

Nga mihi nui 

Polly Vowles 
Policy Manager 
Income Support Policy 
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Joint Report: Welfare Overhaul - Review of Working for Families -
Options for Change 

Executive Summary 

• 'making work 

• im1?f~JI t c I nt ex~\~ perational settings between IR and MSD. 

The!'-optra~~ itably invo~e~~ -offs between these objectives. For example, income 
sdppe(t,f ~~ges can ty)ajcally noLachieve improvements in income adequacy at the same 

( tl01~~prove~~ t~Qp~al incentives to work and/or low fiscal costs. These trade-offs 

() \ b~xplor\~"'{¥~'v.iavice. 

· e cha~~~~;Jle current system of payments, which could be developed for Budget 

202 ~c~ 
@ci}(O(iv) __________________________ _ 

More fundamental chan~es, such as f 9(2)(f)(iv) 
the medium term. ls9(2)(f)Qv) 

, could be develope=-:Jver 

If Ministers wish to make substantial income support changes, and consider a 9(2)(f)(iv) 
, then it would be ideal to consider these in tandem so that they could be 

implemented at the same time. This would avoid large numbers of people being financially 
disadvantaged. f9'C2T(f)(iv) 

r -
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s9(2)(f)(iv) ---------------------------
There are also other complementary policy areas that support employment outcomes being 
put forward as Budget Bids by the Minister for Social Development and Employment, which 
could be considered alongside changes to WFF, including: 

• childcare ass.istance to help make work pay - to help address concerns~ "'Whether ~ 
families _ are better off in work t~an on a benefit, particularly in. the c~as ""~ S-?l&Jrents 
once childcare costs are taken into account ~ \ V (r _._ 

actively progressed as a Budget 2021 initiative, that officials ca ovide '1,5her detailed \) 
There also a number of other options focused on working families , n 1-1:l e t being ws~ 
advice on, including: () 

• i59(2)(f)(ivJ 

• 

• 

Officials have not un~&a1<eEii?asibili~ ~~sspplJ of these options yet. Options such as 
as9(2)(f)(iv) -.,--r,,::; ____ are 

lik~ly-~o h/~ \ ~ lerfie~~·o.,, } i~~mes than rate increases. 

r9(2J(miv 

__I- T~'.will ~ Cl~:~ee~v~.Jieaaroom to progress sfgnificant income support 
~ ~~ ;~votlt existing manifesto commitments and cost pressures. 

<k~~ 
©)~ 
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Recommended Actions 

It is recommended that you: 

a note that the Prime Minister and Ministers of Finance, Education, Social Development 
and Employment, Revenue, and Children are scheduled to meet on Tuesday 1 
December to discuss income support changes within the context of Budget 2021 

b 

C 

~ ~ Ho JacindaArdern ~ ~ jster for Child Poverty Reduction 

Hon Carmel Sepuloni 
Minister for Social Development and 
Employment 

Eina Wong 
Principal Policy Advisor 
Inland Revenue 

Hon Grant Robertson 
Minister of Finance 

Hon David Parker 
Minister of Revenue 
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Joint Report: Welfare Overhaul - Review of Working for Families -
Options for Change 

Purpose of Report 

1. Under the previous Government, the Minister for Child Poverty Reduction as d officials 
to review Working for Families (WFF) as part of the welfare overh . is was ~ 
subsequently put on hold due to the COVID-19 response. This report ·f ction 
as to the priorities for a review. 

2. The report outlines current issues with WFF, potential options o 
term through Budget 2021, and more fundamental ul 
review over the medium to longer-term. The pa I e 
complementary to WFF changes, and alignm 

3. This report has been finalised in a short ti 
meeting of joint Ministers scheduled for T 

Background 

• a new 'Earned Income Tax Credit' to replace three existing tax credits - the In­
Work Tax Credit (IWTC), Minimum Family Tax Credit, and Independent Earner Tax 
Credit 

• significant increases to FTC rates 

• making the Best Start Tax Credit universal for all children aged under three years. 

7. The Government also has a specific priority to improve the wellbeing of children and to 
achieve a significant and sustained reduction in levels of child poverty, having set 10-
year targets to more than halve the rates on the primary measures of the Child Poverty 
Reduction Act 2018. This review has been included as part of the work programme for 
the welfare overhaul. 
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8. As part of the earlier advice on WFF we noted the following: 

WFF payments go to a relatively higher proportion of sole parent families than couple 
families .. . 

1. WFF is made up of the following tax credits: 

• 

• 

• 

• 

Family Tax Credit: main income adequacy payment received by both beneficiary 
and working families, which pays $113pw for the eldest child and $91pw for 
each subsequent child. It is paid to 267,000 mainly lower-income 'lies, with 
some higher-income largerfamilies-63% are sole parent famili , ao 7% are 
couples. 

In-Work Tax Credit: main in-work payment which pavs-112. r familie 
with 1-3 children (with an extra $15pw for fourth and'{i)~~q e t childr ~ 
191,000 households in work - 42% are sole par s, and 58$ coup! . s. 

Minimum Family Tax Credit: payment to eficia 
93% are sole parents and 7% couples. P, the w -i ome 
working families with children to ,76 · ar (after 
tax). 

Best Start Tax Credit: · or the child's first 
year, and for the sub r less. 

WFF combines dual objec centives ... 

2. WFF has two . 

• to sup · 

• 

· ctives for some groups, but has resulted in mixed 

·l:"'f)1 dequacy in working households, increased the labour force 
·eiO'ati s e parents, but reduced it for secondary earners: 

t i troduction of WFF reduced child poverty in working households, though 
t in 'non-working' households 

• however, subsequent increases to the FTC in the Families Package in 2018 are 
estimated to have further significantly reduced poverty across working and 'non­
working' households with children 

• WFF had relatively modest impacts on labour supply, with some evidence that 
it increased the labour force participation of predominantly low-income sole 
parents, and reduced the labour force participation of relatively higher-income 
secondary earners in couples with children. 
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The labour market has changed since the WFF package was introduced, which could impact 
on the adequacy and work incentive objectives of WFF 

9. The WFF package was phased in during a buoyant labour market (between 2004 and 
2007). Demand for labour was relatively high and unemployment low. The country is now 
facing a period of rising unemployment, decreasing labour market participation and 
reduced hours, with the full extent of COVID-19 on the economy yet to be felt. 

ues with Working for Families 

15. Working for Families has achieved its key objectives for some groups. Around 57% of 
all NZ families with children received a WFF tax credit in tax year 2019, at an annual 
expenditure of $2.1 billion. However, like any transfer system that is designed to target 
particular groups of the population, it has several issues, including that it is complex, 
results in a poor interface between benefit and work, can be fiscally costly when altered, 
and results in high effective marginal tax rates for many families. 

16. Officials have identified four broad (and inter-linked) issues/areas that could be 
addressed by a review of WFF, either separately or combined: 

• Improving the adequacy of income support for families with children - WFF is less 
cost-effective as a lever for child poverty reduction than a main benefit payment to 
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families with children because the FTC payment (the primary 'lever' within WFF to 
reduce child poverty), goes a fair way up the income distribution. Therefore, even 
relatively small increases carry a fairly high fiscal cost and, while improving income 
adequacy for lower and middle-income households, have less of an impact on child 
poverty reduction compared to increasing main benefits for families with children. 

Improving the interface between benefit and work and structure/design of in-work 
assistance - complexity in the system creates problems for people whose 
circumstances change frequently, both for those moving in and out of employment 
and those with varying employment arrangements, hours and earnings. The off­
benefit rule creates a threshold for being 'in-work'. 

There are design issues generally with the MFTC - it '2)fcat 
administratively, and is limited in its effectiveness as a w F , 

given its 101 .2% effective marginal tax rate that dis r ge re · er 
hours. 

'Making work pay' - despite increases in the · ip;i· wage 
generally, there continue to be concerns t ' e ot p 

costs are taken into account. Low an r:{i id'~l'E i tive 
marginal tax rates-the MFTC wi h~~ \~ d at certain 
income levels both AS and W 1m. !fl) it usly. 

Improving client exp eration ween IR and MSO, 
particularly in the ing ci · e current system of 
payments is COl]J ~,, ltipl · t primarily relies on families 
'seeking out' ~~~ s rathec c ,ve engagement. 

The hig ff ~~ginal ta mplexity with payments are challenging 
for ·en a cte1ivery ~f...-1 its across IR and MSD. Entitlements and 

ependi 1-b ark undertaken and, if this is variable, the 
and ~ · ~tE re high as part of ensuring correct payments or 
rpa o);t subsequent debts. There are additional specific 

es terface between benefit and work that create problems 
r re clients transition between the two payment systems. 

nge 

~\...\ ·t be aware, in a tight fiscal environment, there will be limited fiscal headroom 
~~gress significant income support packages this term, alongside your existing 

anifesto commitments (such as lifting benefit abatement thresholds) and cost 

18. Achieving the objectives of WFF is looking more challenging in a post-COVID context. 
Hardship and child poverty will likely increase, and improving financial incentives for 
people to work will be more challenging if labour demand remains low and 
unemployment high and persistent for some groups. 

19. At the same time, changes such as increasing the benefit abatement threshold to enable 
people to work more hours while on a benefit will increase incentives to work part-time, 
however worsen incentives to leave the benefit system. 

20. For people with children, and sole parents in particular where the margin between benefit 
and work is already small, the benefit system and part-time work would potentially offer 
more security than being in work and off-benefit. This could strengthen the need for a 
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focus on income adequacy for low-income working households, and what changes may 
be needed to enable and facilitate greater participation in a flexible labour market. 

21 . The following table presents the key option/s under each objective and further discussion 
below on these and other potential complementary options. These options inevitably 
involve trade-offs between these objectives. For example, income support changes can 
typically not achieve improvements in income adequacy at the same time as 
improvements in financial incentives to work and/or low fiscal costs. These trade-offs can 
be explored in further advice. 

Identified issues I Potential responses 
objectives 

Improving income • s9[2J(f)(w) 
adequacy for families with 
children 

• 

Improving the interface • 
between benefit and work 
and structure/design of in­
work assistance 

'Making 

Imo/~., :r~~ient-centred view to operational / delivery settings -
!f ch~lfe; t~ the way payments are delivered that can improve the 

tax-benefit interface, improve uptake/awareness/ease of access. 

~ pro uacy for families with children 

. support income adequacy could include changes to i59(2)(f)(iv) ______ _, 

r example: 

• s9(2)(f)Civl 

• 

23. There are other options to impr~ve income adequacy that could be considered as part 
of a review of WFF, such as s912)1f)(iv 

However, as noted earlier, some of these options have a relatively high fiscal cost in 

r (2}(f)(iV) 
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terms of achieving the child poverty reduction targets, and/or can reduce financial 
incentives to work. 

24. We understand joint Ministers have signalled their interest in increasing main benefits. 
Given current fiscal constraints, and the high fiscal cost of 1?9(2)(f}(iv) in 
particular, progressing these changes in addition to benefit increases may notbe feasible 
for Budget 2021. An alternative option could be to 's9(2Y[f)(1v1 

as outlined In tne KIISD report 
[REP/20/11/1081 refers]. Officials can also provide further information on these options 
if you are interested in including them in a review. 

Improving the interface between benefit and work and structure/design of in-wo~~stance 

25. In order to improve the interface between benefit and work, ther~" c~~~ue in 
considering structural changes to the tax credit system in the rn etr~i?"t6h ,term, sue 
as s9{2)[f)1iv) 

26_ s9{2J(f)(iv) 

27. Another option cu 
displaced wor :¥ 

2 g · RS help make work pay could include s9(2)('fJ(iv) 

cg<fi 
29. s9(2}(f){iv) 

s9C2J(f)Civ1 
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r (2)(f)CTvJv_ --------------------------

30. Other options to help make work pay could include s9("2J(f)(iv) 

. As above, these options carry significant 
costs and need to be b alanced alongside other priorities in this space. Officials can 
provide further information on these options if you are interested in including them in a 
review. 

Improving client experience and operational setUngs between IR and MSD 

31. There are a number of known issues that arise with the split of administratei ,rn~ inancial 
support between MSD and IR. Of particular concern are the issues tha~\e{et~ delay 
easy, timely access to financial support, and accurate payments ~~\:c ·:_~s,:\t1pnsitio 
between benefit and work. This relates to clients' experiences !"J:afii~ ~Yspective 
and would involve understanding how that interacts with the b&mQ!~ ys . ~ 

32. There are a number of factors which can cause delays~~ in fin~ cial as~~anc r 

information exchange between MSD and IR ant i < d here ie t~ b~fit is 
people transitioning between benefit and worly~I · ~ lays o a~\ in \ , e 

suspended. \ \). 

33. 
work and benefit as MSD and IR staftfa\_~ a[!!fH~ · and {raiQin9'!_f\e e other's products 
(e.g. the MFTC). Dealing with tw« ge~~~f an als~d\s~fiQ.aA time and complexity 
for recipients, particularly given th~ ~~nges i11f~'\~lr\~(acn agency over the phone 

34. :n: h:~:
9

1: j~::I~~:::~-::-~t ,t.:~~::n:sues. Other, more 
significant opti~~:tv1e cli ~~~ between MSD and IR could include: 
• Addi ~·on~~iryi9g.tor M~~ ~af:f on their respective products to Increase 

nd r~ , dfDJ[,and red~ m unt clients have to bounce between agencies 
e t~nSJ ion in~~~'\, k and benefit. 

• l~r,9._, t g the inf?~~{ron:eic ange between MSD and IR to reduce delays in 
&eessing ~ancial ss'i~ance and minimising debt for clients. 

~ ~ ore op~~unities or alignment between MSD and IR to make payments 

O@ :i,~ccessible 

oten~ ~ ry- responses in other policy areas 

~~~~are also other policy areas ~h~t support e~ployment outcomes, that are being put 
~rward as Budget Btds by the Minister for Social Development and Employment, that 

ould be considered alongside changes to WFF that would seek to address the same or 
similar issues, including: 

• s9(2)(fJ(iv) 

's9(2)(f)(Jv) 
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• Childcare assistance to help make work pay - to help address concerns over 
whether families are better off in work than on a benefit. This is particularly an issue 
for sole parents on Sole Parent Support, where the gap between work and benefit 
can be very small once childcare costs are taken into account. 

• Increases in benefit abatement thresholds - to provide greater income support to 
working beneficiary families before their benefit payments begin to abate. Note 1hat 
if this were to be combined with increases to main benefit rates, this would have a 
significant flow-on impact to the MFTC threshold (if aligned}. The latter would 
necessitate a review of the Family Tax Credit abatement threshold because the 
abatement of these supports would overlap a. nd result 1·n high effe~ti marginal 
tax rates. 

Th~re ar~ also a number of other changes f?~~se_d on workin~ wmi~ ~ - rrentl 
being actively progressed as. a Budget 2021 m1t1at1ve, that offiei'al~ t~~t~1de furthe 
detailed advtce on, inch.Jding: \) 

• s9(2) (f)(IV) 

• 

• 

37. Offigiaj.s h~~~~erta~~~ '2!1ity assessment of these options yet. Options such 
as <a~ 2)(f)(1v) 

~ ~ kely lo hav~ implementation fomeframes than rate increases 

~<@ ~~ 
<k~~ 

©)~ 
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ANNEX ONE: WEAG's package and the E/TC 

38. 

39, 

40. 

The WEAG recommended a package of income support changes in their report 
Whakamana Tangata: Restoring Dignity to Social Security in New Zealand, which 
included significant increases to main benefits and the Family Tax Credit (FTC), and 
changes to the design and targeting of Working for Families (WFF). The WFF changes 
included: 

4 The WEAG package also Increased the abatement threshold for main benefits to S150pw. In combination, the effective abatement rate 
for the rnain benefit would reduce from 70% to 50%. 
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Joint Report: Welfare Overhaul: Working for Families Review 

Executive Summary 

1. 

2. 

3. 

4. 

5. 

Working for Families (WFF) was implemented between 2004 and 2007 to support 
income adequacy and reduce child poverty; and to improve financial incentives for low­
income earners to participate in the labour market. 

Since then, there have been important changes in the labour market a~d~ welfare ~ 
environment that impact on these objectives and the landscape that ~ f '~t6y~rating 
in. There have been sustained increases in the minimum wage, arj'a~.e} \~~ age 
growth in the labour market, although the buoyancy experien~ fli'2Q04'flas been 
dampened by economic factors over time, such as the Globai'Fif.lc3(lt i~ Crisis ~~d'~ 
the impact of COVID-19. While the labour market is sti k r omin'at)tly ma~ up \t> 
permanent stable employment, there are a significa~~=~n of low( i~~ _j b 
that are precarious and have variable hours and ~ • 'gsq-i,at Impact~Ra~~y t n 
women, Maori and Pacific workers. ~ 'v ( G) ~ 
The welfare context has also changed co~~~2' since l~~ itt'~ nificant 
increases in income support throug~"1~ m~ies Pac~a~~~en'hand planned 
changes to benefit rates, introduetio E>f~ ements ~ , uAi'l,e;s~~ through Best Start, 
and greater support for working bffl~ri~s thJRll~~\'n'tteefSes to abatement 
thresholds, and employ~\.\d ttaming ~~ \) 
The Government ha~ ~ ) ~bi~) us t~y:e-~~ l<;L~.0verty targets, which aim to halve 
r~te~ of chi_ld po~*"2~1'/L8. ~n f L~~$!~~rgets to be achieved, further 
significant mco e--s□i;>,~ct/packag,es:,~r~uired. 

While ,,. ~ a t:ii2 ed · s ~~ctives for some groups, like any transfer system 

J! can ~~ ly costly ~~-n ate ed, results in a poor interface between benefit and 
~ ~k. ~ s not r~~ond we.i!)t"b changing work and family circumstances, and results in 

~1'g~ ectiv~§l~ rates for many families. 

revi~~,-0~~n the medium-term Welfare Overhaul work programme [CAB-19-
MIN10f7·8 r~e\$] and, in light of the changing context and ongoin~ issues with the 

e sc "°". m>e, we pro ose bringing this review forward. s9 (2HfJ(,v) 

are seeking your feedback regarding the direction for the review, including the 
r ative balance between the objectives. There are overlaps and trade-offs across key 
design choices - and officials can provide further advice on options once we have 
received Ministers feedback on the key trade-offs and objectives. We are seeking 
feedback on the relative emphasis on: 

• increasing payments to low-income working households to support the 'working 
poor' versus payments to beneficiary households, particularly given recent and 
proposed increases to beneficiaries 

o Officials' view is that WFF remains an important lever for improving income 
adequacy, but in light of recent and proposed income increases for 
beneficiaries there are questions for Ministers of whether any further 
increased payments should be focused on working households only, or 
both beneficiary and working households 
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• targeting versus universalism - should WFF be more targeted to low-income 
families to improve child poverty objectives more cost-effectively, or should 
settings be more universal to improve adequacy for both low-income families and 
a larger number of relatively higher-income families? 

o Officials' view is that targeting for WFF remains desirable, but there are 
also questions for Ministers on whether tax credits should be more or less 
targeted relative to current settings 

• whether in-work assistance strongly incentivises a movement off-benefit at a 
particular amount of work versus incentivising working more in the benefit system 
- should in-work assistance encourage movement off benefit at p~ieular levels ~ 
of hours worked and/or earned income or should the assistanc~~~~ in and 
merge with the benefit system and be available to working b~~ arr~. 

o Officials' view is that there remains a need to pro-vfa;:;;~ nt to (011(: (? -
income working families in recognition of th~ sts o orK1ng and p~ '-0 
should expect to see a return from workin${~~tldition 'I hour, , t th~~ii're 
questions on the design of in-work as~ ·s-fan~ V 

The original WFF reform also intended to acr()SY'e, . oe'ial assi~a cesys eJn that 
supports people into work, by making su~~\~ ~r' ·~ ssjs~~e the..ryre entitled to 
in a timely manner, and with delivery that s~~them i~, \n~~ remain in, 
employment. This continues to be a~~J9;~®t consid~~ti.pn'~l\d,)'egardless of the 
direction and scale of reform, th~~,~~~ \A~d to m~~r\is_e, ~'simplify the system to 
better_ respond t~ chang~in . ~ k a~c.9 3re arra~g.._.~nt\ t~\ improve the client 
experience, and 1mprov ~ oterface~e« e~ b~rwfi ~~ work. 

There are also choi es-,fr.c J Jer oi;i,1h-~ ~ ~f he review and whether WFF 
should be broa(n'ed'~JRcfude i~w'eFsistance for those without children and/or 
disabled peQl?le;_afldi hEfther tt(~1~,,lel Assistance review should be part of the 
WFF ~e ie\\9ff~~ view i~Q'a.! ~ork ofichildcare assistance and disability supports 
shou~ ~Je:f --separate,,,.t<(th~-fveview to manage the scope, with each.policy 

~ j~<(~Dg each of~~(formed as work develops. . 

ar:~ eekinQ yqyr feed~ ck regarding the timin9...2f any changes. F9(2l(f)(iv) 

c(als will prepare detailed timeframes for policy development, engagement, 
slMlon and implementation, and a detailed workplan alongside further development 

f options, based on decisions in this paper. 

Recommended Action 

We recommend that you: 

Context and rationale for a review of Working for Families 

a note that Working for Families combines dual objectives of income adequacy and work 
incentives, and has achieved its key objectives for some groups, but has resulted in 
mixed effectiveness for others 

T2021/632 Welfare Overhaul: Working for Families Review Page3 

BUDGET- SENSITIVE 



 

b 

C 

d 

e 

f 

g 

BUDGET- SENSITIVE 

note that the original Working for Families reform also included a third delivery 
objective to achieve a system that supports people into, and to remain in, work by 
making sure they get the assistance they are entitled to in a timely manner, and that 
this continues to be important regardless of the scale and direction of reform 

note that the Welfare Expert Advisory Group recommended significant changes to 
Working for Families tax credits, including making the Family Tax Credit more 
generous and more universal , replacing in-work payments with a new Earned Income 
Tax Credit, and making Best Start universal for all children under three, as part of a 
wider welfare package 

note that the Government has set ambitious ten-year child poverty ta_3~ ~ .~}l~h will 
require further significant income support packages to make pro~~8<' \ V 

note that, since the last significant changes to New Zealand'~ ste~ 0f tax cre~tt fo 
families in 2004, there have been important contextu~~ ges, ih~luding~ 

• chan~e~ to labour market settings, includinp ;f '\~¥eh crease~~level f 

• 

• 
• 
• 

the minimum wage ~~" ~\) l\\ ~ 
significant increases in income supf? ·. 1.ntQ_Z:tl' ~ be FaryJ ti ~ a , indexation 
changes, and recent and plann~~~'c)'e 1t 1ncre;af~~ 
introduction of elements of u~~~~ I:! ough fesf ~~ 
changes to the In-Work Ta~~~it,~increa;~·tsf~1pillfV 
greater support for wpr.~ g b~tiaries hr • i~ eases to abatement 

thresholds and em\~it prograro 

note that, while1~ o~ilie .'\~~r-~ -re achieving their key objectives for 
some groups, UFFen~~figs a~d~~· cause significant problems for those with 
changing ~~~mily arrt{gepents,r suit in a poor transition between benefit and 
work ,,~-'nd cfo/,est:Jlt in hi\ h-eicl~ marginal tax rates for some families that 
discou~vt9rking mo~ o r-s~ 

~ )(f){1) --------------------~ 

~ ~__:----~-
h ~ R''-~"- in::: ight of the changing context and the Government's commitment to ambitious {G \ l gets,for the reduction of child poverty, to bring forward the review of the Working for (Q) ~ milies tax credits currently on the medium-term Welfare Overhaul work programme 

Agree/Disagree 
Prime Minister 

Agree/Disagree 
Minister of 
Finance 
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Minister of 
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Page4 



BUDGET- SENSITIVE 
 

T2021/632  Welfare Overhaul: Working for Families Review Page 5 
 

BUDGET- SENSITIVE 
 

Objectives and direction for the review 

i indicate whether you are comfortable with the following high-level objectives for the 
system of tax credits for families, and provide any feedback on the relative balance 
between these objectives: 

 
• supporting income adequacy and reducing child poverty 
• improving financial incentives for low income earners to participate in the labour 

market 

Agree/Disagree 
Prime Minister 

 
Agree/Disagree 
Minister of 
Finance 

 
 
Agree/Disagree 
Minister for Social 
Development and 
Employment 

Agree/Disagree 
Minister of Revenue 

 

j provide feedback to officials regarding the direction for the review, including the 
relative balance between: 

 
• income adequacy for beneficiaries versus working families – should payments to 

low-income working households to support the ‘working poor’ be increased versus 
payments to beneficiary households, particularly given recent and proposed income 
increases to beneficiaries 

• targeting versus universalism – should WFF be more targeted to low-income 
families to improve child poverty objectives more cost-effectively, or should settings be 
more universal to improve adequacy for both low-income families and a larger number 
of relatively higher-income families? 

• incentivising movement off-benefit at a particular amount of work versus 
incentivising working more in the benefit system – should in-work assistance 
encourage movement off benefit at particular levels of hours worked and/or earned 
income or should the assistance phase in and merge with the benefit system and be 
available to working beneficiaries? 
 

k note that there are choices for Ministers on whether the following should also be in scope: 
• 

• 
• whether the Childcare Assistance review should be part of the WFF review 

 
l agree that a  childcare assistance be separate, but related, items 

considered as part of the existing welfare overhaul work programme in order to ensure that 
the WFF review has a feasible scope 

 
       Agree/Disagree          Agree/Disagree            Agree/Disagree             Agree/Disagree 
       Prime Minister          Minister of Finance    Minister for Social       Minister of Revenue 
                                                                               Development and         
                                                                               Employment 
    

s9(2)(f)(iv)

s9(2)(f)(iv)

 



 

m s9(2)(f}(iV) 

Agree/Disagree 
Prime Minister 
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Agree/Disagree 
Minister of 
Finance 

Agree/Disagree 
Minister for Social 
Development and 
Employment 

Timing and implementation for changes arising from the review 

n 9(1)(f)(iV) 

0 

p 

Agree/Disagree 
Minister of 
Revenue 

, ~ cateJ~ timef~ me in ~ 1" Ministers are seeking reform 

f~~e il;/0,,~,~ is~ ave a nominated lead Minister for the duration of the review, 
·fuo ~uJ~l:>~\r'espensible for responding to parliamentary questions, Official 
lnfor\ \ tio~~ tequests, and other requests from the media and public 

s ~ s- eport to the Minister for Children for their information 

~ 'R'f)fer I Not referred (Q) ~ Prime Minister Ardern 
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Next steps 

t discuss the content of this report at your meeting on 13 April at 8am. 

  

Kristie Carter         Keiran Kennedy 
Director, Child Poverty Unit,      Manager, Welfare and Oranga 
Department of Prime Minister and Cabinet    Tamariki, The Treasury 
 

  

 

Polly Vowles        Carolyn Elliott    
Manager, Income Support Policy, Acting Manager, Policy  
Ministry of Social Development     and Regulatory Stewardship,  

Inland Revenue 
 

 

 

Rt Hon Jacinda Ardern       Hon Grant Robertson 
Prime Minister / Minister for Child    Minister of Finance 
Poverty Reduction 

 

 

Hon Carmel Sepuloni       Hon David Parker 
Minister for Social Development     Minister of Revenue 
and Employment 
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Joint Report: Welfare Overhaul: Working for Families Review 

Purpose of Report 

1. This paper provides advice on a review of Working for Families tax credits (WFF) – it 
seeks Ministers’ preferences on the relative emphasis of the objectives and key design 
questions to guide the direction of the review and the potential options for reform. It 
provides initial advice on the high-level considerations and trade-offs, and seeks 
Ministers’ direction on the scope, scale and timing of the review.  

Context 

2. The WFF package was implemented between 2004 and 2007 to increase support 
primarily for low to middle-income families. The package included introducing the WFF 
tax credits among other changes. The objectives at the time were to: 
a. support income adequacy and reduce child poverty  
b. improve financial incentives for low-income earners to participate in the labour 

market   
c. achieve a social assistance system with delivery that supports people into work, 

and to remain in work, by making sure they get the assistance they are entitled to 
in a timely manner. 

3. The introduction of WFF increased income adequacy and reduced child poverty in 
working households, though not in ‘non-working’ households. However, subsequent 
increases to the Family Tax Credit (FTC) in the Families Package in 2018 are 
estimated to have significantly reduced poverty across working and ‘non-working’ 
households with children. 

4. The WFF tax credits and key statistics are summarised as follows: 

 

WFF key statistics … 
Approximately 57% of all families with children (around 310,000 households in New Zealand) receive WFF, 
and 35% receive IWTC (using administrative and TAWA outputs). WFF is made up of the following tax 
credits:  

• Family Tax Credit: main income adequacy payment received by both beneficiary and working families, 
which pays $113pw for the eldest child and $91pw for each subsequent child. It is paid to 290,000 
families who are mainly lower-income families, with some higher-income larger families (e.g. families 
with three children earning $100,000 would still be receiving around $85 pw in WFF payments) – 
around 58% are sole parent families, and 42% are couples.  

• In-Work Tax Credit: main in-work payment which pays $72.50pw for families with 1-3 children (with 
an extra $15pw for fourth and subsequent children). It is paid to 203,000 families in work – 40% are 
sole parents, and 60% couples. 

• Minimum Family Tax Credit: payment to 4,000 non-beneficiary households – 90% are sole parents 
and 10% couples. MFTC tops up the wages of low-income working families with children to a 
guaranteed minimum of $30,576 after tax (2021-22 tax year).  

• Best Start Tax Credit: provides payments of $60pw to all families for the child’s first year, and for the 
subsequent two years if they earn $79,000 or less. 27,000 families received Best Start (IR’s recipients 
only). 

Total 2019 tax year spend for WFF $2.8 billion across all credits: 

• Family Tax Credit - $2 billion  
• In-Work Tax Credit - $600 million  
• Minimum Family Tax Credit - $13 million 
• Best Start Tax Credit - $23 million 
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5. The Welfare Expert Advisory Group’s report Whakamana Tāngata: Restoring Dignity to 
Social Security in New Zealand recommended fundamental changes to the design and 
targeting of WFF, and significant increases to main benefits and the FTC. The key 
WFF changes proposed included:  
a. replacing the In-Work Tax Credit (IWTC), the Minimum Family Tax Credit 

(MFTC), and the Independent Earner Tax Credit (IETC)1, with a new tax credit 
similar to the Earned Income Tax Credit (EITC), which provides work incentives 
targeted to people lower down the income scale (including for those without 
children) 

b. making the FTC more universal, through higher payment rates and a two-tier 
abatement rate that is low for most families and high for families earning over 
$160,000 

c. making the Best Start Tax Credit universal for all children under three. 

6. The review of WFF is part of the medium-term Welfare Overhaul work programme 
[CAB-19-MIN-0578 refers]. In light of the changing context and the Government’s 
commitment to ambitious targets for the reduction of child poverty, we recommend 
bringing forward the review of the WFF currently on the medium-term Welfare Overhaul 
work programme. 

7. In addition, the Welfare Overhaul will consider wider changes to income support 
settings, including childcare assistance and financial assistance available for people 
with a health condition and disability. Officials will consider any interactions of this 
review with other work already underway as part of the Welfare Overhaul. 

Links to child poverty targets  

8. The Government has set ten-year child poverty targets, which require baseline rates to 
be halved by 2027/28. The targets on all three measures are ambitious, but the target 
on the before-housing-cost measure is likely to prove particularly challenging. To 
achieve it, the income of low-income households with children must rise considerably 
faster than the median-income, whereas the general trend in the economy is for middle 
incomes to grow faster than those at the bottom. Further significant income support 
packages will likely be required to achieve the targets, particularly on the before-
housing-cost measure.  

9. The extent to which any reforms are expected to result in substantial reductions in 
measured poverty is essentially dependent on the extent to which any changes are 
expected to substantially improve the adequacy of incomes for low-income families. 
Adequacy improvements could be directed towards the incomes of beneficiaries, the 
‘working poor’, or both.   

Labour market and welfare context has changed since WFF was introduced  

New Zealand has experienced sustained wage growth since WFF, though a significant 
portion of lower end workers continue to experience poor labour market outcomes 

10. WFF was phased in during a buoyant labour market (between 2004 and 2007). 
Demand for labour was relatively high and unemployment low. Since 2004, there have 
been sustained increases in the minimum wage and general wage growth. Evidence 
suggests, however, that wage growth has been significantly higher for higher paid 
employees, with the wage rates of lower decile employees (other than those on the 
minimum wage), rising at a much slower rate2.    

 
1 IETC is paid to workers earning between $24,000 and $48,000 p/a at a rate of up to $10 p/w. It is paid to 
550,000 individuals with a total spend of $240 million (based on 2019 tax year figures). 
2 Rosenberg, Dr Bill. Shrinking portions to low and middle-income earners: Inequality in Wages & Self-Employment 
1998-2015, NZCTU, August 2017. 
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11. The IWTC and MFTC have played a relatively modest role over time in encouraging 
people into work and to stay in work. There is some evidence that the introduction of 
the tax credits increased the labour force participation of predominantly low-income 
sole parents and reduced participation of relatively higher-income secondary earners in 
couples. 

12. While New Zealand continues to be made up of predominantly standard employment 
relationships, it is widely accepted that technology will continue to drive diversified and 
more flexible work arrangements, and transitions between jobs will be more likely and 
more frequent. Pressure on firms to be adaptive is likely to increase the number of 
temporary workers and contractors. 

13. New Zealand has relatively high rates of part-time workers (30% of women work part-
time and women make up 70% of the part-time workforce) and high rates of 
underemployment by OECD standards. While part-time (and some full-time) working 
arrangements may be classed as permanent many of these roles can be precarious. 
There are significant numbers of low-paid employees in the retail, food and 
accommodation sectors on contracts with low guaranteed hours that vary week to 
week. Around one in ten permanent workers also have multiple jobs. 

14. The data points to a greater likelihood that workers in these lower-end jobs are women, 
Māori and Pacific workers. Māori and Pacific women in particular are over-represented 
in low-wage employment, and casual, temporary and other forms of insecure 
employment. COVID-19 has only exacerbated the situation for these groups, who are 
also more likely to be in industries impacted by COVID-19 restrictions. Women with 
caring responsibilities, and especially sole parents, are also exposed to the adverse 
effects of economic recessions that can lock in long-term unemployment, poverty 
(including in-work poverty), and lead to increased rates of child poverty.  

Options for reform will need to respond to these realities and prepare for future labour market 
challenges 

15. The OECD Jobs Strategy, prior to COVID-19, argued that countries needed to step up 
their efforts to adapt policy to the challenges of the changing world of work, focusing on 
helping those at risk of being left behind, ensuring everyone has access to social 
protection, and a tax and benefits system that makes work pay and protects workers. 

16. The need for a more flexible system that encourages and facilitates people to remain 
in, re-enter or enter the labour market, in an environment of uncertainty, could be 
heightened in the future. This points to a need to further improve the transition between 
work and benefits, and the complex interface between wages, welfare and WFF 
entitlements. It also suggests that achieving the objectives of WFF is potentially more 
challenging if labour demand remains low and/or variable, and unemployment high and 
persistent for some groups and in some regions.  

17. As part of the COVID-19 response, there has been a focus on employment, education 
and training supports to increase work opportunities and to encourage people into 
industries with higher labour demand. Flexiwage has been expanded and there is a 
manifesto commitment to extend the Training Incentive Allowance. The Government is 
also exploring Social Unemployment Insurance with social partners, which would have 
an impact on the labour market, the returns from work, and would have a significant 
overlap with WFF entitlements. 

There have been significant increases in income support through the Families Package, and 
recent and planned changes to benefit rates and abatement thresholds 

18. Over previous decades, in-work incomes have increased by significantly more than 
benefit incomes due to wage growth exceeding the rate of income support over an 
extended period. This has had the impact of:  
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a. increasing the financial incentives to work for low to middle-income families 
considerably compared to the early 2000’s (with wages doing more of the ‘heavy 
lifting’ in providing adequate incomes compared to in-work payments)   

b. reducing the value of the tax credits available for working families as the payment 
rates and abatement threshold have eroded relative to wages, particularly the 
IWTC. 

19. To address some of these issues, there have been recent increases in income support 
for both beneficiaries and low to middle-income working families. In 2018, the 
Government introduced the Families Package, which boosted the incomes of low- and 
middle-income families with children by increasing the FTC payment rates and raising 
the abatement threshold and rate; introduced a Best Start payment and a Winter 
Energy Payment; and reinstated the Independent Earner Tax Credit (which was due to 
be removed in 2018). 

20. As well as helping to improve income adequacy for both beneficiaries and working 
families, these changes also extended the number of families eligible for WFF tax 
credits, partly offsetting the reduction in families eligible for WFF in prior years.  

21. In response to stakeholders views on the inflexibility of the IWTC, the hours test has 
now been removed and a ‘grace period’ introduced to allow a family to continue 
receiving the payment for up to two weeks when they are not in work. 

22. There have also been targeted income increases for beneficiaries through increases to 
the benefit abatement thresholds, the $25 per week increases to main benefits on 1 
April 2020 and the indexation of main benefits to wages. The Government is also 
considering options for increasing mains benefits further, including $20 per week 
increases on 1 July 2021 and additional increases on 1 April 2022.   

23. Together these income support changes will provide significant income increases for 
beneficiaries. In light of these changes, there are now choices for Ministers on whether 
to continue to address income adequacy concerns for beneficiaries and/or whether to 
progress complementary changes that target further income increases to low-income 
working households. 

There are problems with the current WFF framework 

24. Working for Families has achieved its key objectives for some groups and has 
improved income adequacy and reduced poverty for both working and (subsequent to 
the Families Package), non-working households also.  Like any transfer system that is 
designed to target particular groups of the population, it has a number of issues, 
including that it can be fiscally costly when altered, is complex, results in a poor 
interface between benefit and work, and high effective marginal tax rates (EMTRs) for 
many families.   

25. The following summarises some of the ongoing issues with WFF, and more recent 
problems highlighted by clients and beneficiary non-governmental organisations: 

a. WFF changes are not particularly cost-effective as a lever for child poverty 
reduction because the FTC and IWTC payments go to both low income and 
middle income families with children, so relatively small increases carry a high 
fiscal cost and have less of an impact on child poverty reduction in comparison to 
increasing main benefits for families with children. However, WFF has greater 
coverage than main benefits because it includes the working poor (i.e. broadly 
half of all children in poverty are in working households).  

b. ‘Making work pay’ – despite increases in the minimum wage and wage growth 
generally, there continue to be concerns that work ‘does not pay’, mainly for sole 
parents, particularly once childcare costs are taken into account. Low and middle-
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income families face high EMTRs (particularly sole parents)- the MFTC 
withdraws on a dollar-for-dollar basis, and at certain income levels both WFF and 
Accommodation Supplement payments withdraw simultaneously. 

c. Interface between benefit and work and structure/design of in-work assistance -
needing to be 'off-benefit' to qualify for MFTC/IWTC creates problems for people 
whose circumstances change frequently, and the settings can discourage 
working more hours. There has also been confusion for clients with the recent 
changes to the IWTC, suggesting that improvements to the settings have not 
necessarily made the system simpler. 

d. Client experience and operational settings between IR and MSD-J; current 
system of payments is complex, involves multiple payments, and <f ~~aJily relies 
on families 'seeking out' their entitlements rather than proactive('eQ~aefeJRent. 
Weekly payments within an annual entitlement create c~~~exjt~('~nts; a9 
entitlements and levels change depending on amount ~ orl<'-ur;),_dertaken, and 
changes in relationships and care of children (especially s~ d,eare). \) 

26. Interviews by NGO groups have highlighted the higJ:i\~ ~e costs,,sQ__~ ~eo ,.J 
face because systems do not cater well for chan@~ ,~e group.$.,_'th~\e more 
precarious work4 and are more prevalent in peve "i ~(qt, 't:ics are 4 ~md'r~revalent in 
~tatistics for c~ild support an~ sh_ared ca'!\\ f\arT~ myt~s. TJ),~ ~ t \t~ ~fore ~ore 
likely to experience changes m c1rcun:i~~( s,."aJ1.cl requ1r~re 1~t~r-aGt1ons with 
government agencies to update anct\'0,f~ , e{l'ttt eme ts an :fare arso more at risk of 
incurring unnecessary debt to g0v:e;), n.e~ -.......,,., /'-.. ~ \'> 

Scale of reform -"' 0 ~ \ ~ ~ 

In order to address the issues with the current scheme, 9t:2RO(iv) 

Achievement of the Government's chilapoverty targets will also require further 
si nificant income support packages. Together, this suggests a review and s9 (2J(f)(iv) 

is warranted. 

3 For example, the Family 100 Project and discussion with Benefit Advocate groups. 
4 Women, Maori and Pacific, disabled persons, and low-skilled casual workers. 
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Key design questions and options for reform 

31. While WFF has continued to play an important role in improving income adequacy (and 
reducing child poverty), and improving the returns from work, there is an argument to 
re-examine the balance and relative emphasis between the two objectives, particularly 
given the different settings and landscape that WFF is now operating in. 

32. In terms of child poverty reduction, how much can be achieved through the benefit and 
tax systems, and how much can be achieved by supporting work effort is a common 
issue that OECD countries continue to grapple with. In virtually all OECD countries, 
non-employed families are the most economically disadvantaged; and it is generally 
agreed that good quality, sustainable employment is a primary route through which 
parents can move their children out of poverty. In saying that, broadly half of all 
children in poverty in New Zealand are in working households.  

33. Policy choices in this area should not be seen as choosing between either work or 
benefits, but require a balanced approach that supports income adequacy for those on 
benefit, encourages increased employment among parents where appropriate, and 
also increases the rewards of paid work at the same time. A starting point might be to 
determine what policies are needed to help ensure that families are not poor when they 
are in paid work5. In New Zealand, the majority of children in poverty living in 
beneficiary households are in sole parent families, whereas the vast majority of those 
in working households are in couple-led families. 

34. Recent and proposed increases to benefit levels and the benefit abatement threshold 
changes will make a significant contribution to income adequacy for beneficiaries and 
to child poverty reduction.  

35. Minimum wage increases and the recent FTC increases as part of the Families 
Package are also further supporting low-income workers, but there is an argument to 
consider increases to in-work assistance to address income adequacy and child 
poverty for working households also, and to ensure that work pays. 

36. Some key design considerations/questions include:  

• Income adequacy for beneficiaries versus working families. Given the recent 
and proposed increases in incomes for beneficiary households:  

o should there be a complementary focus on income adequacy and making 
work pay for low-income working households?  

o should any increases in support through the tax credit system go to all low-
income households (both working and beneficiary), or specifically to low-
income ‘working’ households? 

• Targeted versus universal. Should settings be more targeted to low-income 
families to improve income adequacy/child poverty objectives more cost-effectively, 
or should settings be more universal to improve adequacy for both low-income 
families and a larger number of relatively higher-income families? 

• Incentivising movement off-benefit at a particular amount of work versus 
incentivising working more in the benefit system. Does the emphasis on 
getting people off benefit and into work remain a key issue (i.e. current eligibility for 
in-work assistance relies on a minimum number of hours worked and/or being off 
benefit),  

 
5 Whiteford, P, Adema, W (2007), ‘What Works Best in Reducing Child Poverty: A Benefit or Work 
Strategy’?, OECD Social, Employment And Migration Working Papers No. 51. 

s9(2)(f)(iv)
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45 When considering any changes to income support settings, there are inevitable trade­
offs between increasing incomes, improving incentives to work and managing fiscal 
costs. 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 or in poverty, 
encouraging work, and ensuring fiscal costs to governments are affordable and 
sustainable. 

46 The following discusses these key considerations and design questions, some of the 
trade-offs, and potential options for changes to help inform the focus of ~?view. The 
key design choices and options will have some overlaps and there wi~J,f~ t,acte-offs ~ 
across them. Officials can provide further advice on options once w~ n·~' N~eJ,ved (? ....... 
Ministers feedback on the key trade-offs and objectives. a \'v". .\. V :0 

Income adequacy for beneficiaries versus working familie V ~ ~ 
47 Rec~nt and proposed incre~ses to benefit rates w·~~~nefi~ in~~m~ ~ 

considerably and reduce child poverty. However, tl(er€>~~1so a s19t!!f1~a;~tj:mber of 
working families in poverty. Around half of tb~ g~~cler 65k1~ow-~56r:pe 
households or in material hardship are frmn\ft~se) olds witj:l-af\lt\torle full-time 
worker or with self-employment as th~am_\s'\;# of incQme. th~l'ler half are from 
workless households or household~ ~~ ly)a part-ti~ ork-e or workers. 

48 The recent minimum wag;!~•~ I have~ ~ ; ~ f those in full time work 
have experienced incom~,izicF~'~ses and m tnt-aine'a-ttre>gap between benefit and full-

relative to wage gr:o' h. ~V ~ 
time work for some~r&I s<qgwpver, the ~ el ,f'iQ)¥ ork supports have eroded 

49 The gap i~ a~ lier lo \ ~Ji/s, particularly secondary earners and sole 
parenn H~~~l:ligher inc~~s~ por! ]evels and ma face childcare costs from 
wor t g ,w,llil,e@::a singJe,~ m'eJ 9(2}(fJ(,v) 

()® e ~~~~ mily Tax Credit (MFTC) guarantees that work pays when working part­
time ,:1t""" O o is for sole parents), combined with the In-Work Tax Credit (IWTC), but 
the\~l'it.:Lc~J~i ,,shes as hours increase due to a combination of abatement and childcare <9~ t_, ;i1:11s'pattern is similar for a secondary earner in two-parent families (where the 

,'t~fesh Id is 30 hours). 

9'(2J(f)(iv) 

Potential options 

52 . 9'{2}1f)(tv 
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53 9{2)(f)(iv) 

54 

55 

Targeted versus universal C; 0 
56 As noted earlier, WFF is now more targetecyna~6!:!> as intr@ ~ti" y o 

indexation settings and wage growth, but\_~haQ_Qesi~t<?\_f¼.9lyYTC as part of 
the Families Package extended eligib~~~q_rq,e' }.igher ·A o~~~\~i-lie~. Best Start 
Tax Credit was also introduced - w~~el'Sal for \"I ch, ~ n\,ounger than 1. 

57 The FTC payment is the primary~ \@J1 ;vh~in VJ:~t,~r~, ~ce- child poverty, but even 
relatively small increase~~ ht'gt-:i✓fiscal c~ t .~~~ se,1t covers around 310,000 
families and goes a faj,:~ c\Y~u~ the inco~,tri!J4.t-ipii. or example, a working family 
with three children ea1Jli6'g ~ii,ooo ;v~lcLstil~receivin~ an abated WFF payment 
of around $85 ~ it t.ut4rut at o d $:f ,~ 00}. 59(2:)(f)(•v:J 

58 

~is ~cal cost and poverty reduction trade-off is particularly important for the ten-year 
~t:l,ild poverty targets, which are to halve the 2017/18 rates. Reaching the targets is 
lfl<ely to require regular and significant increases in income support for low-income 
families over time and the BHC measure is likely to be the most challenging of the 
targets. 

60 9(2Jrf)(iv) 

Page 15 

BUDGET- SENSITIVE 



BUDGET- SENSITIVE 
 

  Page 16 
 

BUDGET- SENSITIVE 
 

Potential options 

61 

62 

63 

64 

65 

Movement off benefit or beneficiaries working more 

66 In-work payments can:  

• help to incentivise movement into work or work a certain number of hours; and/or 

• help meet the additional costs associated with working; and/or 

• provide a sufficient gap between benefits and work to ensure incomes reflect the 
additional efforts and opportunity costs of working (e.g. ensuring fairness/equity 
across people in different employment circumstances). 

67 These objectives are not independent and can overlap significantly but are important 
considerations as they can influence the design of any in-work payment. The IWTC is 
likely to reflect a combination of all three objectives above. Ministers have choices on 
the role that in-work payments play within the WFF scheme as well as the broader tax 
and transfer system.  

68 Currently, the MFTC provides a strong financial incentive to move off benefit and work 
a certain number of hours, however it discourages greater working hours, given it 
withdraws on a dollar for dollar basis. The on/off benefit rule is also difficult for people 
to navigate, complicates the benefit/work interface and can result in gaps in support – 
all of which can act as a barrier to work.   

69 As part of considering the role of a work-focused payment, it is important to understand 
the labour supply effects of financial incentives associated with welfare support 
settings. If work incentives are dampened by policy changes that increase support to 

s9(2)(f)(iv)
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those out of work, then poverty reduction goals will likely be costly to achieve, given 
risks of reduced employment and increased rates of welfare receipt. 

70 As noted above, evidence on the effects of the introduction of the WFF tax credits on 
improving financial incentives to work found relatively modest impacts – there was 
some evidence of increased labour force participation of low-income sole parents, and 
reduced participation of relatively higher-income secondary earners in couples, which 
was anticipated. 

71 Much of the research on the role of work-focused payments is based on evaluations of 
the US’s EITC. There have been similar concerns with the EITC that it may improve 
incentives for sole parents to participate in the labour market, but worsen incentives for 
second earners because of the family income test.  

72 The EITC is conditional on earned income, whereas WFF has some components that 
are conditional on employment and being off-benefit (IWTC and MFTC). The MFTC 
requires a minimum number of hours worked (a cliff-face entry) and the IWTC has a 
work requirement (without hours since the recent changes), whereas the EITC has a 
phase-in region at low earnings that encourages more earnings – they both have a 
plateau and phase-out region.  

Potential options 

73 

74 

75 

76 

s9(2)(f)(iv)

 



 BUDGET- SENSITIVE 

Modernising WFF delivery 

77 Irrespective of questions of balance and the scale and nature of the reform of WFF, 
there is a need to simplify the system to improve client experience, and better respond 
to people's circumstances and changing work and care arrangements. This is part of 
the third objective of the original WFF reform - supporting people into work and to 
remain in work by making sure they get the assistance they are entitled to in a timely 
manner. 

78 

79 

80 

Recipients report greatest levels of satisfaction with WFF when they are in a stable 
environment with no changes in care arrangements, circumstances, or i~ e 
fluctuations. When personal circumstances change and the recipient is F~€1JiSed to ~ 
interact with government, their satisfaction decreases due to the compl~x1ty,-i'nA ealing 
with multiple agencies, variations within WFF and Child Support r/ ndJh'e~~rifial tor, 
over and underpayments of entitlements. Financial uncertai~Vo~s ~(s'as a result °{ 
changes is the most reported cause of a poor experience by l,'ri, i ;ell,, and ca:f.1. 
in debt or less timely support. () 

s9(2J(f)(fv --, - ~1?,,, Jsorreeds 0--r~ ~ ~ o t ese 
problems that clients experience w1tfi tne in~ rfat~f ~~~rt bene 1t~E\ ~\e 
complexity of payments, and navigating t ~6fe'r~t\0(1ar arm~<ff,b,, t the mist!)' of 
Social Development (MSD) and lnlan veh e I · . 9f2Xf}(Jv') 

~\_"0" 
a; ~~e pc.9pose the scope of the review primarily focuses on the current WFF tax credits 
;\ri,, est Start. tax credit and Family tax credit, In-Work tax credit and Minimum Family tax 

("'\' c edit). 

\___) .· 2 9(2)(fJ(iv) 

83 There are also choices for Ministers as to whether to broaden the scope of the review 
to include assistance for those currently not covered by WFF, and/or whether to include 
the childcare assistance review within the WFF review. 
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Assistance only to families with chHdren or broadening scope to include in-work assistance 
for those without children and/or disabled people 

84 Currently WFF is only available to famil ies with children, with the IETC providing a work 
incentive to individuals without children. The IETC provides up to _$10 per week for low­
income working peogle earning between $24 ,QQ0 and $48,00QJ9<2)(f)(ivJ 

85 s9(l){fJ(iv) 

86 

Childcare Assistance \J 
87 A broad re~ " ~@I, care <l~4.!fe ·5-,0n the long-term welfare overhaul work 

progrart)m [OJ:1:.,>'t9-Ml~Q57-~\fe~ers]. We understand that in the context of 
disc~io s ~r;i MSD's ~Q_'~id on improving Childcare Assistance, Ministers 

, !\ave e ~efased interest i~~ib,ging the review forward, with the potential for a public 
anf.1,~AJ efnent t(b;,:;~~ fficials will be providing advice to Ministers by the end of 
prt2021 o~~~:tions for the scope, timing and milestones for the review. 

V 8 s the~~~ynergies between WFF and childcare assistance, there would be 
d~~rn~' G,! ad,,Vi3~ ges in doing the two reviews alongside each other. However, we do not 

~

-J.~'t~ , merid that the review of childcare assistance form part of the WFF review as it 
\YYJ UI t-l> l'fkely to cause its scope and management to become too broad and 

~ ~ tenYially unwieldy. 

{N)9S The aims, objectives and delivery mechanisms of WFF and childcare assistance are 
~ largely separate and have different agencies as key stakeholders. The WFF review 

would be of primary interest for the Treasury, IR and MSD, while the review of childcare 
assistance would be done with major involvement from the Ministry of Education, 
Ministry for Women and the Ministry of Business Innovation and Employment (MBIE). 

90 As MSD will be involved in both reviews, officials will ensure that they progress in 
parallel and take full advantage of the potential improvements in the interactions 
between WFF and childcare assistance. 

Related work programmes 

91 Other priorities on the government's work programme that would have an impact on the 
WFF review are the Social Unemployment Insurance project, the Debt to Government 
project, and the Welfare Overhaul. 
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Timing of review and stakeholder engagement 

92 The timeframe for the review will need to take into consideration: 

93 

94 

95 

96 

• policy development 

• consultation, whether targeted or public 

• legislative change and feasible timeframes for implementation (IT changes, staff 
training, communications) 

• other related work programmes and budget changes. 

A working group of officials from IR, MSD, the Treasury, and the Child ~~ Unit will ~ 
work on the OP,tions for change. MBIE, the Ministry of Education and 'Qlqer (g cies will 

be consulted. 
9
~<

2
J(f)(iv) ........ -.-....... ...,_---..,.. ~ 

\) 
Timing for the re~view will also be informed by whiq,b,,g:ti~ t-MiQisters wis ita,m;.;~a;;;..;i;.:;..._.., 
decisions in. s9 (2 )(f)(iv) 

~ ~-------
Sf~~• e gegement 

, 7) ~ ere is a question whether Ministers want to involve the public and key stakeholders 
in the policy development stage. Public consultation can provide information on the 
likely practical impacts of different options but require more time to incorporate in the 
review. Targeted stakeholder engagement may provide more informed opinions on the 
effectiveness of the options on the objectives, as key stakeholders generally have a 
better understanding of the technical nature of the tax and transfer system. 

Child poverty targets - interaction with timing 

98 The Government is required to set its next round of intermediate child poverty targets 
by June this year, which will set out the level of reduction it is aiming for over the next 
threey ears. Alongside the benefit increase that is intended for Budget 2021 , 9<2HfJ(ivJ 
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99 9(2)(f)(iv J 

100 

101 The timing of implementation will also influence wbfil 
targets. 9( 2J(f)(ivJ __.___.__. 

l\:'~ ffi9i¥ls,,Will ~ ~ae\a~bn the scale 
or extent of the decisions ttiat can be , adt a~~€1mg to tots ti ~f~ me. 

Lead Minister and announcement of ~ ~~ 
102 Officials recommend tha~ ons on optiol'l~~dered by this Income Support 

Ministerial group beJ0fobel_h~,}dnsidered~V~ ~t"While the review is underway, it 
would be usefu~ o1\V-e~ WDlillate91~~~qes13onsible for responding to 
parliamentary ~ ~ tA r~w\t:ier requests from the media and public. 

103 Minist~ ~ al~ ant tg___ mq+~ally announce the timing of the review of WFF. 
This._,q0y)~ ~ff,clrre aft~~~~~~. or alongside other Budget 2021 announcements, 
~~'a refresh oMh~i::'>~fare Overhaul work programme. 

() ~ =als ~ I ~ e detailed timeframes for policy development, engagement, 
legis~cll a~q_~plementation and a detailed workplan alongside further development 
~ ns ,a,/ed on decisions in this paper. 

©J~ 
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DEVELOPMENT 
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Joint Report: Working for Families Review: revised recommen9~tions 

Date: 16 April 2021 Report No: 

File Number: 

Action sought 

Action sought 

Rt Hon Jacinda Ardern Agree 

Prime Minister / Minister for Child recom 
Poverty Reduction 

Hon Grant Robertson e 

Minister of Finance 

None 

None 

·me//~ Position Telephone 1st Contact 

t\~~bo)~ Principal Advisor, Welfare and 
s9(2)(a) 

Oranga Tamariki Team, The 
Treasury 

~ bdfah Tucker Senior Analyst, Child Poverty Unit, 
Department of the Prime Minister 
and Cabinet 

Daniel Frischknecht Principal Analyst, Income Support, 
Ministry of Social Development 

Eina Wong Principal Policy Advisor, Policy and 
Regulatory Stewardship, Inland 
Revenue I 

Minister's Office actions (if required) 

I Return the signed report to Treasury. 

Enclosure: No 
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Joint Report: Working for Families Review: revised recommendations 

Purpose 

1. Following the Income Support Ministers’ meeting on 13 April, at which the Working for 
Families report (Joint Report: Welfare Overhaul: Working for Families Review - DPMC-
2020/21-771; T2021/632; REP/21/4/356; IR2021/156) was discussed, Ministers’ 
agreed on a number of recommendations and asked that a revised set be provided to 
record decisions on the direction for the Review. This note provides the updated 
recommendations based on the discussion at the meeting, along with the original 
noting recommendations. 

Recommended Action 

We recommend that you: 

Context and rationale for a Review of Working for Families 

a note that Working for Families combines dual objectives of income adequacy and work 
incentives, and has achieved its key objectives for some groups, but has resulted in 
mixed effectiveness for others 
 

b note that the original Working for Families reform also included a third delivery 
objective to achieve a system that supports people into, and to remain in, work by 
making sure they get the assistance they are entitled to in a timely manner, and that 
this continues to be important regardless of the scale and direction of reform 

 
c note that the Welfare Expert Advisory Group recommended significant changes to 

Working for Families tax credits, including making the Family Tax Credit more 
generous and more universal, replacing in-work payments with a new Earned Income 
Tax Credit, and making Best Start universal for all children under three, as part of a 
wider welfare package  

 
d note that the Government has set ambitious ten-year child poverty targets, which will 

require further significant income support packages to make progress   

e note that, since the last significant changes to New Zealand’s system of tax credits for 
families in 2004, there have been important contextual changes, including:  
• changes to labour market settings, including sustained increases in the level of 

the minimum wage 
• significant increases in income support through the Families Package, indexation 

changes, and recent and planned main benefit increases 
• introduction of elements of universalism through Best Start  
• changes to the In-Work Tax Credit to increase its flexibility 
• greater support for working beneficiaries through increases to abatement 

thresholds and employment programmes 
 

f note that, while Working for Families tax credits are achieving their key objectives for 
some groups, current settings are complex, cause significant problems for those with 
changing work and family arrangements, result in a poor transition between benefit and 

 



 

g 

h 
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work, and can result in high effective marginal tax rates for some families that 
discourage working more hours 

s9"(2J(f)(iv) 

agree, in light of the changing context and the Government's commitment to ambitious 
targets for the reduction of child poverty, to bring forward the Review of the Working for 
Families tax credits currently on the medium-term Welfare Overhaul work Rrogramme 

Agree/Disagree 
Prime Minister 

Agree/Disagree 
Minister of 
Finance Development and ev,@,nue ~ 

Agree/Disagree ~&.!,D1~re ~a 
Minister for Social ~~ntst~ of i _ ~ 
Employment(())__ ~ 

Objectives and direction for the Review > ~ (~ 
agree with the following high-level object~:\ ~~e st~ ,~ a r-e.dits for families: 

• supporting income adequacy a~~uelng,,child ~ertx_: 
• improving financial incenti~{~~~~lltcome -ar~~"t a icipate in the labour 

market ~ 

Agree/Disagree ~ · ~~ @.~gree Agree/Disagree 
Minister of Revenue Prime Minister Y\Aij iT~r'Of ~ -~ 111s'ter for Social 

~ i nc~ Oe~elopment and 

~ \("' ~ Employment 

%• Y,,aYYou di~sse~ e meeting the direction for the Review, including the 
el'l!)Ye bala\ b~ 

@~ • {r~~equacy for beneficiaries versus working families - should payments to 
~ ~~bme working households to support the 'working poor' be increased versus 

0) ~ P. a¥m~nts to beneficiary households, particularly given recent and proposed income 
:>'\$ i~ reases to beneficiaries? 

• targeting versus universalism - should WFF be more targeted to low-income ~ families ~o improv~ child poverty objectives more ~ost-effectiv~ly, or should settings be 
~ more universal to improve adequacy for both low-income families and a larger number 

of relatively higher-income families? 

• incentivising movement off-benefit at a particular amount of work versus 
incentivising working more in the benefit system - should in-work assistance 
encourage movement off benefit at particular levels of hours worked and/or earned 
income or should the assistance phase in and merge with the benefit system and be 
available to working beneficiaries? 
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Agree/Disagree 
Prime Minister 

s9(2) (f) (iv) 

Agree/Disagree 
Prime Minister 

m 

Agree/Disagree 
Prime Minister 

n ' 9(2)(f)(i\i} 

e/Disagree 
rime Minister 
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Agree/Disagree 
Minister of Finance 

Agree/Disagree 
Minister of Finance 

Agree/Disagree 
Minister of Finance 

Agree/Disagree 
Minister for Social 
Development and 
Employment 

Agree/Disagree 
Minister for Social 
Development and 
Employment 

Agree/Disagree 
Minister for Social 
Development and 
Employment 

Agree/Disagree 
Minister for Social 
Development and 
Employment 

BUDGET- SENSITIVE 

Agree/Disagree 
Minister of Revenue 

Agr*t. 
~~·-~ 

Agree/Disagree 
Minister of Revenue 

Agree/Disagree 
Minister of Revenue 
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p agree that childcare assistance be a separate but related item, considered as part of the 
existing welfare overhaul work programme  
 

Agree/Disagree          Agree/Disagree            Agree/Disagree             Agree/Disagree 
Prime Minister          Minister of Finance    Minister for Social       Minister of Revenue 
                                                                        Development and         
                                                                        Employment 
 

q agree that the Working for Families Review include the Accommodation Supplement  
 

Agree/Disagree          Agree/Disagree            Agree/Disagree             Agree/Disagree 
Prime Minister          Minister of Finance    Minister for Social       Minister of Revenue 
                                                                        Development and         
                                                                        Employment 
    

 

Timing and implementation for changes arising from the Review  

r 

s 

t 

 
u agree that officials report back on the Review to Ministers in the middle of the year, 

including advice on initial options,  
 

Agree/Disagree          Agree/Disagree            Agree/Disagree             Agree/Disagree 
Prime Minister          Minister of Finance    Minister for Social       Minister of Revenue 
                                                                        Development and         
                                                                        Employment 

 
 
 
 
 

s9(2)(f)(iv)

s9(2)(f)(iv)

 



 

V s9{2)(f)(iv) 

Agree/Disagree 
Prime Minister 
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Agree/Disagree Agree/Disagree 
Minister of Finance Minister for Social 

Development and 
Employment 
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Agree/Disagree 
Minister of Revenue 

Agree/Disagree 
Minister of Revenue 
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aa refer this re port to the M . . irnster fo c . 
Refer IN r hildren to th . . 

P 

. ot referred r eir mfom,at· 

nme Minister ,on 

K~istie carter 
Director, Child 
Department of PP~verty Unit nme M . . ' mister and C . abmet 

H?n Carmel S . 
Mmister f epulom orSoci ID 
and Employmen: evelopment 
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Hon Grant R 
Minister of F~bertson mance 

Hon David p M. . arker 
,mster of R evenue 
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Terms of reference for the Governance Group 
Terms of Reference for the Working for Families Review Governance Group 

Purpose 

The Governance Group will ensure the successful undertaking of the Working for Families 
(WFF) review. It will provide policy oversight of the work, resolve any issues that cannot be 
sorted at the working group level and ensure appropriate resourcing across agencies. The WFF 
Governance Group is responsible for: 

 the provision of an appropriately resourced working group, and 

 supporting the working group to deliver timely, free and frank, and high-quality advice to 
Ministers. 

Roles 

The roles of the Governance Group are to: 

 ensure the WFF review has appropriate resourcing from across agencies to complete the 
review 

 provide project oversight and ensure the WFF review has appropriate project 
management in place 

 provide policy oversight of significant items of cross-agency advice to Ministers included in 
the review, focused on the overall approach to advice and key issues 

 resolve any issues that cannot be addressed at the working group level 

 ensure connectivity with other welfare overhaul workstreams being progressed alongside 
the review of WFF, such as the review of Childcare Assistance  

 ensure connectivity across other workstreams across government.  

Work in the wider welfare overhaul should continue to be considered by the welfare overhaul 
senior officials’ group where appropriate. 

The lead manager will determine what advice the Governance Group will consider. 

Membership 

The Ministry of Social Development’s DCE for Policy will chair the WFF Governance Group. The 
membership of the Governance Group will additionally comprise second and third-tier 
representatives (or delegates) from: 

 Treasury  

 Inland Revenue  

 Ministry of Social Development 

 Department of the Prime Minister and Cabinet  

 Ministry for Housing and Urban Development – when Accommodation Supplement items 
are discussed. 

Operating model 

It is anticipated that the Governance Group will meet fortnightly for the remainder of the 
review. The Governance Group will determine when it is useful for members of the working 
group to attend Governance Group meetings.  

 

Out of scope

 



 

Project brief: Review of Working for Families 

Project staff 

Purpose/ 
Obj ective 

Key contacts 
not on the 
wotking group 

A 

MSD the lead agency of the Working for Families review ('the Review'), with a joint­
agency working group. 

The core working group currently includes: 

• MSD: Daniel Frischknecht, Maudie Johnson-Hunter, Alana Roughan, Ellen Hughes 
• DPMC: Deborah Tucker (CPU), Katrina Quickenden (Strategy) 
• IR: Eina Wong, Philip Marshall, Samantha Aldridge, Mila Maxon 
• TSY: Murray Shadbolt, Chris Thompson , Laura Browne, Micha 1, ~~ /\. 
• MHUD: Nick McNabb :-,._\ \W 
Lead Managers Responsible - Polly Vowles, Keiran Kennea isfi~ er, Ma~ in 
Hak, Carolyn Elliott. ~ \ \) 

• Additiona l people, including delivery team~s, wHI µppo.(!_ the Rev~~~ atte d 
meetings as needed. The group will mee at)pfa~ii'esda ,.,.e.ve:vs:-~and have 

additional ad-hoc meetings/ worksh~~ ¥eae; 
• Co-location can be arranged on ~ r.i~ ' -n~e"Eie¥ 15asis. ~ti s~, no permanent 

co-location is needed for the ,Reyie_v. . 
/\'\~ . ~ 

J oint M)Q!ste(S ha~ agreed to bring forward the Review currently on the medium-term 
Welfan,~ ~ -erh u ork programme. Joint Ministers have agreed that officials report 
ba~~, ~pe:):~_ew to Ministers in the middle of the year, including advice on initial 

"Op)io s 9(21(f)(1v) . 

9(2)1J (M 

Fiscal envelope of the review: 

• s9'(2}(fJ(iv) 



 

In scope 

• Working for Families settings 
• Accommodation Supplement and options for 

1s9 ( 2) ( f) (,iv) 

• Options for supporting disabled people in 
work, s9 (2)(f)(iv) -

Key milestones/ deliverables 

Initial AS advice: 

seek confirmation from Ministers on key 
issues with AS to inform scope of options to 
consider for reform, · 9(2)(0(iv) 

L --~ ~ 
Subsequent advi~~F\Jpt idns: 

- Summar~ f key~ ' eisi'ons 
Cla~~io~ f 01:itsfanding 
~ 9'f2rn (rv)c<-------'....,,._ __ _ 

-\f~f key fjiij,,<:;::,,\. a result of 
de 1s1ons ('\ \ ( . , "'~ 

- Modelli~f'sb{R)--tdJh-level options in light of 
de~~sJ-d'ff ~J,y Ministers. This includes, 
b'Gt<i,~0"1 ll~ ed to, modelling of poverty and 

~Q~Uti_onal impacts by income decile for 
1c} "Ci> t 1on 
proach to engagement with key 

stakeholders, s9(2,)(f) 
9(2)(f)(iv) f--',;;'•===--------

Subsequent advice on AS: 

Summary of key decisions 
Clarification of outstanding questions 
Outline of key trade-offs as a result of 
decisions 
Modelling of some high-level options in light of 
decisions made by Ministers 

Out of scope 

To be considered alongside the review: 

• Childcare Assistance settings 
• Oufo scope 

Key links but outside of review: 

• Health and Disability System reviews 
• Social Unemployment Insurance 
• Other initiatives being considered or progressed 

as part of Welfare Overhaul 

Who? Sign ou 
v'\ 

To Joint Ministers, -ag~ 
and the Housin ding H 
Minister 

®3 .~~ 

To Joint Ministers, 
and the Housing 
Minister 

Cross-agency 
(excluding HUD) 

Cross-agency 
(excluding HUD) 

Cross-agency 
(including HUD) 

Late June/ 
early July 
2021 

Late June / 
early July 
2021 



 

- f?:C Z) (f) DvJ 

Subsequent iterations of advice will reflect 
decisions by Ministers and provide options for 
packages across the individual components. 

To Joint Ministers Cross-agency s9(2)(f)(rv) 

(including HUD) 

!s9(2)(f)(fv) 

s9(2)(f)(1v) 

Planning 
assumptions 

Engagement 
approach 

Governance 

To Joint Ministers Cross-agency j 
(including HUD) 

There are \~Sl around : 

• M~ ging expectations about what policy objectives can be 
ch ieved and how much extra affected people can get, given that it 

will be public information that a review is underway and ~9T1)(0 
(iv-) 

• Capacity within agencies, particularly modelling resources, 
including appropriate and available data. 

• Implementation of s9(2J(fY(WJ-------------

including alongside other potential reforms. 
• These risks (and any others) will be captured in a risk register as 

part of the project management. 

. This can be t ested with 
Ministers in upcoming advice. Key stakeholders could include subject 
matter experts s9(2.)(f)(lv -------~-----------
Governed by the Working for Families Governance Group, with a working 
group of officials. 
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Date: 11 May 2021 Security Level: Cabinet Sensitive 

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

File Reference: REP/21/5/474 

Oral Cabinet Item: Review of Working for Families Tax 
Credits 

Cabinet 
Committee 

Social Wellbeing 

Date of meeting 12 May 2021 

Minister 
Hon Carmel Sepuloni, Minister for Social Development and 
Employment 

Proposal 
You are presenting an oral item on the Working for Families 
(WFF) review.  

The oral item and a two-page document to table provide an 
update to Cabinet of areas of scope which have been agreed by 
income support Ministers to inform the Budget day public 
announcement of the WFF review. 

Key points 
The oral item provides: 

 an overview of the WFF review 

 agreed scope and objectives of the review 

 links between other work programmes 

 next steps. 

Additional 
considerations 

Welfare Expert Advisory Group recommendations and 
welfare overhaul 
 
The Welfare Expert Advisory Group (WEAG) recommended 
significant and large-scale reform of the welfare system, with 
recommendations ranging from specific initiatives to system-
level changes. 

The WEAG recommended significant changes to WFF tax 
credits, including:  

 making the Family Tax Credit more generous and more 
universal 

 replacing in-work payments with a new Earned Income 
Tax Credit 
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 making Best Start universal for all children aged under 
three. 

The Government agreed to a 3 – 5 year programme of work for 
the welfare overhaul, which included a review of WFF in the 
medium term (within 2 – 4 years).  

In light of the changing context in which WFF operates and the 
Government’s commitment to reduce child poverty, this review 
is being brought forward. 

You recently received advice on the welfare overhaul work 
programme, providing you with an update on progress and 
seeking an opportunity to discuss your priorities over the 
remainder of the term [REP/21/1/003 refers].  

As part of this advice, we signalled that  
 

  

We will support you to provide an update to Cabinet on the 
welfare overhaul work programme later this year.  

 
Objectives and scope of review 

Ministers have agreed the review will consider the 
Accommodation Supplement and options for supporting disabled 
people in work. A review of Childcare Assistance will be 
considered alongside the WFF review as a separate, but related, 
work stream. 
 

Outstanding questions  

There are still a number of outstanding questions which will be 
covered in the next advice to Income Support Ministers, 
expected in July 2021.  
 
These include: 

  

 
  

 

s9(2)(f)(iv)

s9(2)(f)(iv)

Out of scope

s9(2)(f)(iv)
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 what level of consultation and engagement should be 
undertaken, with which parties and at what time 

 timing of any legislative changes. 

Talking points 
I am providing an update to Cabinet on the decisions made by 
Income Support Ministers to inform a Budget Day 
announcement of a review of Working for Families tax credits.  
 
Working for Families was implemented in the mid-2000s to 
increase financial assistance for low to middle-income families 
and make work pay. 
 
There has been no fundamental review of Working for Families 
since it was introduced.  
 
Income Support Ministers have agreed to bring forward the 
review of Working for Families currently on the medium-term 
Welfare Overhaul work programme. 
 
Working for Families should continue to improve income 
adequacy, reduce child poverty and to help make work pay. 
 

Out of scope

s9(2)(f)(iv)
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The review will also include other related work: a review of 
Accommodation Supplement  

.  
 
The review of Childcare Assistance will be considered as a 
separate, but related item.  
 

 
.  

 
 

 
. 

Author: Maudie Johnson-Hunter, Policy Analyst, Income Support Policy 

Responsible manager: Polly Vowles, Policy Manager, Income Support Policy 
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Oral Cabinet Item: Review of Working for Families Tax Credits 

Background 

1. Working for Famil ies (WFF) provides financial assistance for low to middle-income families and is 
currently made up of the following tax credits: 

Family Tax Credit: the main income adequacy payment received by both beneficiary and working 
families, which pays $113pw for the eldest child and $91 pw for each subsequent child. It is paid to 
290,000 low to middle-income families - around 58% are sole parent families, and 42% are couples. 

In-Work Tax Credit: the main in-work payment which pays $72.50pw for families wi 
7

1-3 children 
(with an extra $15pw for fourth and subsequent children). It is paid to 203,000 fa ~ ·n work - 40°~ 
are sole parents, and 60% couples. 

Minimum Family Tax Credit a top up for low-income working families~ ~fn a guaran e(ld 
minimum of $30,576 after tax (2021-22 tax year). It is paid to 4,000 ~~faro1 ties - 90~ r ore-
parents and 10% couples. Q \) 

• Best Start Tax Credit: provides $60pw to all families for ~ 1ld'~FS ear, an~~ub equent 

two years it is targeted by family income (beginning)o~~~~ $79,000{B,~~ \ooo 
families (Inland Revenue recipients only) and w i~uc¥( p~ rt K~~s'Package in 2018. 

Review of Working for Families \. ~ 

2. In its report in 2019, the Welfare Expert A(dl(i~ ~ up recori~- sl i cant changes to WFF as part 
of a wider suite of changes to income supJ5'Q,_~tyings. CabiS;::~ r • to a review of WFF as part of the 

medium-term Welfare Overhaul ~ ~rarn11'le [CJ B~~~ , refers]. 

3. In April 2021, the Ministers~,'@~~~y R~. ~@~~e Minister), Finance, Social Development 
and Revenue ('lncom~~~nJslers') ag E\'ed"~'\'~ forward the review of WFF in l ight of the 
Government's co mitit®)t-- re£1Dce c~~·~ b the changing labour market and income support 

context. \) @ 
4. Incomes~ , ~ters agre~~ 

~ he)~1 WF? ,pbjecti~~upporting income adequacy and reducing child poverty, and 
) ~ ing tip nc'ra1'· ce tives for low-income earners to enter the labour market remain important. 

~ . . 9{2)(ij(IV) 

©J~c 
The review wi ll be considered alongside other reviews on the Welfare Overhaul work programme 

5. Income Support Ministers agreed that the review of WFF also consider: 

a. Accommodation Supplement and ...,,s9_,(_2.,.)(_.f>1.,,i_.v) ______ _ 

b. options for supporting disabled people in work, 9(2 (fl(iv) -------------------
c. interactions with a separate, but related, review of Childcare Assistance settings that is part of the 

existing welfare overhau l work programme. 

Pl!t of scope 
6. 

72vh7ewzmz 2021-05-20 07:35:34 



 

Next steps 

7. Income Support Ministers (and the Minister of Housing in relation to Accommodation Supplement) will 

have joint oversight of the work, with the Minister for Social Development and Employment the lead 

Minister. 

8. Officials will report back to Income Support Ministers on the review in the middle of the year, including 
advice on initial options, to inform next stepss9T2J(fJ(iv) . Final funding and 

policy decisions will be considered by Cabinet. 

Recommendations 

It is recommended that Cabinet: a 
1. Note the agreed scope and plan for the Working for Families review <._'\.~ i-~ 
2. Note that officials will report back on the Review to Income Support Min,~~ rii@' e of the /j;> 

~ ~~ 
~ ~ 

~~({3 
©J~ 

72vh7ewzmz 2021-05-20 07:35:34 
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Report 

 

  

Date: 2 June 2021 Security Level: Budget Sensitive 

To: Rt Hon Jacinda Ardern, Prime Minister / Minister for Child Poverty Reduction 

Hon Grant Robertson, Minister of Finance 

Hon Dr Megan Woods, Minister of Housing 

Hon Carmel Sepuloni, Minister for Social Development and Employment 

Hon David Parker, Minister of Revenue 

Initial advice on the approach to the Accommodation 
Supplement Review  

Purpose of the report 
1 This report provides initial advice on considering Accommodation Supplement (AS) 

changes as part of the Working for Families (WFF) Review, including: 

• information about AS, current recipients and the current level of support 

• the key concerns about AS, to inform option development. 

2 It seeks Ministers’ feedback on the scope and objectives for the review. This will 
inform the direction of the AS Review,  

 

Executive summary 
3 Within New Zealand’s three-tiered income support system, WFF and AS are the 

largest forms of second-tier assistance. WFF and AS both provide targeted income 
support to low-income New Zealanders. AS is designed to help low- to middle-income 
families with high housing costs, whereas WFF helps to improve income adequacy for 
low- to middle-income families with children and reduce child poverty. Because they 
have different objectives, they target different population groups, but there is some 
overlap (i.e. low-income families with children with high housing costs). Considering 
reform of AS alongside WFF provides an opportunity to  

 
 

4 AS is currently the main form of housing assistance for low-income people in New 
Zealand. In 2019/20 expenditure was $1.7 billion, and this is forecast to reach  
$2.1 billion by 2022/23. At the end of December 2020, AS was supporting 
approximately 635,000 people (including 211,000 children) in 378,131 households. 
AS is tightly targeted to households with low after-housing-costs incomes. The 
majority of AS recipients rent, although AS also assists boarders and homeowners, 
and the majority of recipients also receive a benefit. The average subsidy received is 
$101 per week. 

s9(2)(f)(iv)
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5 AS is designed to partially cover housing costs that exceed a proportion of income 
each week (25% for most recipients, and 30% for homeowners). It pays 70% of 
these costs up to a maxima, which differs by family size and location. Maxima were 
last increased in 2018, based on 40th percentile 2016 rents. AS is paid directly to 
recipients and is the most targeted policy intervention for providing direct support to 
low-income households in housing stress. AS is fairly typical across the OECD, with 
about half of OECD countries having systems with similar design features. 

6 Based on TAWA1 modelling from the 2018/19 tax year, the overlap between the AS 
and the Working Families populations was approximately 115,000 families. This 
overlap accounted for 33% of AS recipients and 32% of WFF recipients. Just under 
two-thirds (62%) of families receiving both payments were sole parent families  
(71,000 families) and the remaining 38% were couples with children (44,000). 

7 Rapidly rising rental costs, driven by a lack of affordable supply, mean that a high 
proportion of AS recipients remain in housing stress, spending more than 40% of 
their income on housing costs. The international definition of housing-related stress 
for low-income households is 30 percent. 

8 Given the position of AS at the intersection between the welfare and housing 
systems, . 
These include: that without regular adjustment, aspects of AS are unresponsive to 
increasing housing costs in the private market and has limited effectiveness in 
alleviating housing stress; there is low take-up of AS by non-beneficiaries; and the 
inequity of assistance provided across the major housing subsidies. 

9 In addition, landlord capture is an often-cited risk with any increases to housing 
assistance provided via AS. That is, some or all of any increase in AS will be absorbed 
into increases in accommodation costs (rents). While New Zealand research suggests 
that increases to AS have benefited recipients more than landlords (analysis of the 
changes made to AS in 2018 resulted in a significant drop in what people were paying 
in rent after they received AS), it is important to ensure design of reform options 
minimises this risk. 

10 In taking a wider view, following your direction to reform AS alongside WFF, we seek 
a discussion with Ministers on some key questions to inform the objectives and scope 
of the AS Review. 

11 In the WFF Review, Ministers confirmed the high-level objectives of the WFF tax 
credits as supporting income adequacy and reducing child poverty and improving 
financial incentives for low-income earners to participate in the labour market. 

12 

 

1 Treasury’s micro-simulation model of the tax and welfare system. 

s9(2)(f)(iv)

s9(2)(f)(iv)

 



 

r 

20 AS is part of a range of housing assistance offered in New Zealand, and changes to ·-----AS will have a range of consequential impacts for other types of support. 
9(2:)(f){lv) . ~ 
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21 

22 As an income support lever, any changes to AS and WFF are likely to impact on child 
poverty and the achievement of the Government’s child poverty reduction targets. 
These impacts will be included in the analysis of options. 

23 

Recommended actions 

It is recommended that you: 

1. note that in April 2021, you directed officials to include Accommodation 
Supplement in the Working for Families Review, with initial advice in mid-2021 to 

 
 

2. 

 
3. note that Accommodation Supplement is the main form of housing assistance in 

New Zealand, paid directly to recipients and providing a partial subsidy of housing 
costs above a threshold and up to a maxima 
 

4. note that there are a number of areas of concern that  
, including that without regular 

adjustment, aspects of it are unresponsive to increasing housing costs in the 
private market and it provides limited effectiveness in alleviating housing stress; 
there is low take-up of assistance by non-beneficiaries; inequity of assistance 
provided across the major housing subsidies; and risks related to landlord capture 
 

5. agree to discuss this paper at the next Income Support Ministers’ meeting and to 
invite the Minister of Housing to this meeting  

 

    

Agree/Disagree 
Prime Minister 

 
Agree/Disagree 
Minister of 
Finance 

 
 
Agree/Disagree 
Minister for Social 
Development and 
Employment 

 
Agree/Disagree 
Minister of 
Revenue 

 

 

 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)
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6. 

7. 

8. 

     

Yes/No 
Prime Minister 

 
Yes/No 
Minister of 
Finance 

 
 
Yes/No 
Minister of 
Housing 
 

 
 
Yes/No 
Minister for Social 
Development and 
Employment 

 
Yes/No 
Minister of 
Revenue 

 

 
 

b.  
 

     

Yes/No 
Prime Minister 

 
Yes/No 
Minister of 
Finance 

 
 
Yes/No 
Minister of 
Housing 
 

 
 
Yes/No 
Minister for Social 
Development and 
Employment 

 
Yes/No 
Minister of 
Revenue 

 

 

s9(2)(f)(iv)
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9. 

10.

11.

 

     

Yes/No 
Prime Minister 

 
Yes/No 
Minister of 
Finance 

 
 
Yes/No 
Minister of 
Housing 
 

 
 
Yes/No 
Minister for Social 
Development and 
Employment 

 
Yes/No 
Minister of 
Revenue 

 

 

12.  
 

 

 

 

 

 

Keiran Kennedy 
Manager, Welfare and Oranga 
Tamariki 
The Treasury 

 Hayley Hamilton 
General Manager, Employment and 
Housing Policy 

Ministry of Social Development  

..... / ...... / ......            ..... / ...... /  

 

 

 

  

Rt Hon Jacinda Ardern 
Prime Minister 
Minister for Child Poverty Reduction 
 

 Hon Grant Robertson 
Minister of Finance 

..... / ...... / ......            ..... / ...... / ...... 

s9(2)(f)(iv)
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Hon Dr Megan Woods 
Minister of Housing 

 Hon Carmel Sepuloni 
Minister for Social Development 
and Employment 

..... / ...... / ......                                                                         ..... / ...... / ......  

 

 

 

 

  

Hon David Parker 
Minister for Revenue 
..... / ...... / ...... 
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Background 
24 Income Support Ministers2 have indicated that they want to consider options for 

reform of the Accommodation Supplement (AS) alongside the Working for Families 
(WFF) Review,  

.  

25 

 
 

   

26 Within New Zealand’s three-tiered income support system, with main benefits as the 
first tier, AS and WFF are the largest forms of second-tier assistance. Second tier 
assistance refers to additional assistance provided for specific ongoing costs and is 
usually in the form of a partial subsidy, rather than covering the additional costs 
completely. The advantage of our tiered system of main benefits and supplementary 
payments is that it targets financial assistance towards those with the highest 
financial need. However, the trade-off is complexity, with the result that this 
assistance is more complicated to deliver and harder for recipients to understand. 

27 WFF and AS both provide targeted income support to low-income New Zealanders. 
AS is designed to help low- to middle-income families with high housing costs, 
whereas WFF helps to improve income adequacy for low- to middle-income families 
with children and reduce child poverty. Because they have different objectives they 
target different population groups, but there is some overlap (i.e. low-income families 
with children with high housing costs).  

 
 
 

 

28 This reports seeks to: 

• provide information about the AS, who is currently supported by it and how much 
they receive, and compares this to WFF recipients 

• set out the concerns with the AS  

• confirm the scope of the review,  

• get feedback on objectives and emphasis for changes to the AS.  

How the Accommodation Supplement works  
29 AS aims to help households with high housing costs relative to their income to 

maintain private market accommodation. AS is paid directly to recipients alongside 
their benefit or superannuation payment (or for non-beneficiaries as a separate 
payment from MSD) rather than directly to landlords. AS provides low-income 
households a partial subsidy for accommodation costs that exceed 25% of income (or 
30% of income for homeowners), up to a cap that is based on local rent levels. It is 
neutral to tenure type (renting, homeownership, or boarding) and is a non-taxable 
benefit available to beneficiary, non-beneficiary and New Zealand Superannuation / 
Veteran’s Pension (NZS/VP) recipients who meet income, cash asset and residency 
requirements and whose accommodation costs meet the threshold.  

30 At the end of December 2020, AS supported 378,131 recipients, and cost $1.7 billion 
in 2019/20. The average amount of subsidy per recipient was $101 per week. 

 
2 A group of Ministers considering packages for Budget 2021 and includes the Prime Minister/ 
Minister for Child Poverty Reduction, Minister of Finance, Minister of Social Development and 
Employment and the Minister of Revenue. 

s9(2)(f)(iv)

s9(2)(f)(iv)
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Spending is forecast to increase to $2.0 billion in 2020/21 and to $2.1 billion by 
2022/23. Appendix 1 provides further details about the current AS recipients, and 
Appendix 2 explains how the subsidy works in more detail. 

31 Increased AS costs are driven by a number of factors including: 

• the number of main benefit recipients, with Jobseeker Support recipients 
increasing due to the impacts of Covid-19 

• increases in rents outpacing benefit rates 

• policy changes (i.e. the Families Package and consequential impacts of benefit 
increases). 

Comparisons between the population of recipients of Accommodation Supplement and 
Working for Families 

32 Using TAWA3 modelling, the following diagram provides estimates of the number of 
families receiving AS and WFF in tax year 2018/2019. The TAWA output has been 
linked to MSD administrative data in the IDI to identify individuals receiving AS.4 

33 Due to eligibility settings for both forms of assistance, the overlap between the two 
populations centres on families with children. There were approximately 115,000 
families receiving both AS and WFF, comprising 71,000 sole parent families (62% of 
overlap) and 44,000 couple with children families (38% of overlap).5  

34 For the remaining 235,000 AS recipients who were not also receiving WFF, the 
majority (98%) were families without children (190,000 single people, 41,000 couple 
with no children families). 

Figure 1. Overlap between the Accommodation Supplement and Working for Families 
populations in the 2018/19 tax year 

 

 
3 Treasury’s micro-simulation model of the tax and welfare system. 
4 These results are not official statistics. They have been created for research purposes from the 
Integrated Data Infrastructure (IDI) which is carefully managed by Stats NZ. For more information 
about the IDI please visit https://www.stats.govt.nz/integrated-data/. The results are based in part 
on tax data supplied by Inland Revenue to Stats NZ under the Tax Administration Act 1994 for 
statistical purposes. Any discussion of data limitations or weaknesses is in the context of using the 
IDI for statistical purposes, and not related to the data’s ability to support Inland Revenue’s core 
operational requirements. 
5 Apparent inconsistences in totals are due to rounding and/or suppression, with estimates being 
suppressed in they did not meet the confidentiality requirements of Stats NZ. 
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Comparisons to housing subsidy models used overseas 

35 New Zealand’s AS shares much in common with other nationally offered demand-side 
housing subsidies seen in the OECD. About 13 OECD countries offer subsidies with 
features similar to AS, including: 

• consideration of household type and size, income, and actual housing costs when
determining eligibility

• expecting some contribution from tenants, varying from 20% to 50% in the
countries reviewed

• establishing a concept of adequate or acceptable housing and setting maximum
amounts of assistance that can be received.

36 While extending eligibility for demand-side housing subsidies to low-income owner 
occupiers (as New Zealand does) is less common, it is a feature of several countries’ 
systems (e.g. Sweden, Finland, Germany). Other countries may instead use the tax 
system to support this group (e.g. Spain). 

The Welfare Expert Advisory Group acknowledged the critical role AS 
plays in income support 
37 In its 2019 report, Whakamana Tāngata – Restoring Dignity to Social Security in New 

Zealand, the Welfare Expert Advisory Group (WEAG) recommended to “subsidise 
housing costs for people on low incomes (in addition to raising main benefit rates to 
provide an adequate income) and ensure the combination of changes to housing 
support and abatement rates make households better off.” 

38 The WEAG’s report also noted that: 

“The Accommodation Supplement and other housing subsidies will be required as 
long as low-paid workers and benefit recipients receive inadequate incomes and 
are unable to access affordable, secure housing. It follows that the welfare system 
has an abiding interest in ensuring good housing outcomes. A demand-driven 
payment like the Accommodation Supplement will continue to grow exponentially 
unless the housing crisis is resolved.” 

39 The WEAG also acknowledged that the welfare system cannot be expected to 
implement the changes required in housing policy to ensure there is adequate supply 
of affordable housing for New Zealanders. However, the welfare system needs to be 
contributing to the direction of the systemic changes required, because many of the 
individuals and families most affected by failures in the housing system are recipients 
of welfare.  

40 In November 2019 Cabinet agreed that, in the work programme to respond to the 
WEAG’s recommendations, a review of housing subsidies would progress over the 
long-term [CAB-19-Min-0578]. 

For people in receipt of main benefits, their income is made up of a package of 
income support payments 
41 In response to recommendation 5 in Whakamana Tāngata that proposes annual 

reporting on key outcomes for those interacting with the welfare system, MSD has 
created a dataset that records payments, earnings and housing costs of people in 
receipt of a main benefits. 

42 The graph below provides preliminary analysis from this dataset that shows the 
average amount of family income for all adults in receipt of income-tested main 
benefits. The graph below shows average income for each type of family, however 
there is variation with each group depending of the exact nature of each person’s 
circumstances and housing. 
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Figure 2. Preliminary analysis from the benefit incomes dataset that shows average family 
income for adult recipients of main benefits, by family type (October 2020) 

 
43 Figure 2 shows the average contribution AS makes to incomes per household type 

across all benefit recipients, which includes IRRS recipients and people who do not 
receive any housing assistance. This means the contribution of AS to incomes of AS 
recipients is understated in this analysis. 

What are the main concerns with the Accommodation Supplement? 
44 Given the position of AS at the intersection between the welfare and housing 

systems, . 
In recent years, both the WEAG and the Child Poverty Action Group (CPAG) have lead 
calls for significant change or complete overhaul of AS.  

 
 

Aspects of AS are not responsive to increasing housing costs in the private market 
as it is not regularly updated 
45 Since its introduction in 1993 the AS has had sporadic updates to its policy settings 

and long periods when no adjustments have been made. The lack of regular 
adjustment means that the amount of support provided to recipients is unresponsive 
to rising market conditions (particularly rents). Subsequently, the amount of 
assistance AS recipients are able to receive lags behind current market conditions by 
several years and is particularly inequitable for people in regions that have faced the 
steepest increases in rents. 

46 AS parameters were last updated in 2018 as part of the Families Package based on 
40th percentile of 2016 rents (approximately 90 percent of median rent). In January 
2016, the median rent for all of New Zealand was $395 per week. As at January 2021 
the median rent was $500 per week, representing a growth of 27 percent. Over the 
same period, the average weekly wage grew by just over half that rate, at 16 
percent.  

47 Some AS parameters have not been adjusted at all. The cash asset limits for AS 
recipients are currently $8,100 for single people and $16,200 for couples. These are 
hard limits, so any cash assets above the applicable level means an applicant loses all 
eligibility to AS. These limits were originally the cash asset limits for the 
Accommodation Benefit and have not been updated since 1988, before AS existed. 
The lack of adjustment to the cash asset creates issues for people who are saving for 
first home purchases as accumulating enough savings for a house deposit will make 
them ineligible for AS. In addition, the AS cash asset limit is out of step with the cash 
asset limit for public housing application, which is $42,700.  

s9(2)(f)(iv)
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Without regular adjustment AS has limited effectiveness as an instrument to 
alleviate housing stress 

48 Housing support is a significant component of income support provided through the 
welfare system. As noted by the WEAG, this is expected to grow until sufficient 
supply of affordable housing is available to low-income New Zealanders. The table 
below sets out the actual and forecast expenditure for AS from the Budget Economic 
and Fiscal Update (BEFU) 2021. 

49 The impact of COVID-19 resu lted in an uptick in the number of AS recipient s. The 
increase of approximately 60,000 recipients between December 2019 to December 
2020 was driven largely by 41,000 more Jobseeker Support recipients i.;cessing AS 
and an increase of 8,000 non-beneficiaries accessing AS. MSD is aw r t there is 
underutilisation of AS by non-beneficiaries ·--g(2)(f )(iv) 

Table 1. Actual and Forecast expenditure from the Budget Econ 
2021 for Accommodation Supplement 2018/19 - 2024/ 25 

Financial year 

Accommodation 
Supplement 

Actual 

2024/ 25 

$2,142m 

50 The current AS maxima ~ ;!018P.r~ ~ ~ 6 rents. Since then housing 
costs have increase<.t,:S:~y ll-Qty11y. Out~e~ ~~tma erode the residual incomes of 
households con~tr-aj~ ~ ~ he maxj~ ~7.cK°pla·ces t hem in higher housing-related 
stress. Howeve,rCB'ucl.g~t:'.2021 JRJ.:d~ r,:i ce 11-ts relating to increases to benefit rates 
will help t \ /0-~~e hous·n~~res-~ , erienced by benefit recipients. 

51 MSD ?dmin~~ t 1y,e data f e-~ ~c\, er 2020 shows that 70 percent of households 
rece1{oQ-:>.~.\~{ e spendin~ "-oi:e__Jh'an 40 percent of their income on housing. The 
~ erna+'fQPT~} definition t'oi;-_ti'E>-9sing-related stress for low-income households is 30 
:>'~~e_p1::,"-For certar9-._subsets of AS recipients, for example, the majority beneficiaries 
~ywho ~fe--(eh~Q_gy3re spending more than 40 percent of t heir income on rent. 

~ rly al l:((1 ;:,\01~:),b e9 eficiaries who are renting in Auckland are paying more that 40% 
of th7iriRco~ / <:>n11ousing costs, and 51 % of beneficiary renters in Auckland are 
paY-in~ ~0/~¼ore. Appendix 1 provides more detail. 

52/)ri~~""\dt,ake up of Temporary Additional Support (TAS) is another indicator of 
'\h~ ~~ stress that demonstrates insufficiencies of AS. TAS is a hardship payment 

~~ ilable to beneficiaries and non-beneficiaries that provides a guaranteed minimum 
le\fel of disposable income after regular weekly costs (such as accommodation) are 
taken into account. As at the end of December 2020, due to high accommodation 
costs, 24% of AS recipients (92,607 recipients) also received TAS. The average 
weekly payment for households receiving AS and TAS was $134.39 (AS) and $61.64 
(TAS) or a combined payment of $196.03. 9{2)(f)(Jv) 

There are also poorer worl< incentives for 6eneficiary households receiving TAS, since 
any increases in their income would cause their TAS to reduce dollar for dollar (for 
those not receiving the upper limit). 

6 Households not receiving the maxima means that they are not limited by the maximum rates of AS 
and could receive more AS if their accommodation costs increased ( although not only households 
constrained by the maxima are in high housing-related stress) . 
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Low take-up by non-beneficiaries 
53 Low take-up of AS is an issue among lower-to-moderate income working households. 

In 2019, MSD modelled the take-up rate among non-beneficiary households using 
2017/18 HES data in the IDI. Key findings from this work showed that in the year to 
June 2019, around 100,000 households may have been eligible for AS but did not 
receive it.7 Approximately 38% of this group had dependent children and that these 
children accounted for 8% of the children in material hardship at the time. The 
average amount these households would have received if they took it up would be 
$64 per week in 2017/18 (which would now be higher following the changes to AS 
with the Families Package and increasing housing costs since 2017/18).  

54 Around 84 percent of this cohort were employed showing that the majority of 
households missing out on this payment are part of the ‘working poor’ population. 
These findings have significant implications as they relate to income adequacy, child 
poverty and work incentives. Further work needs to be done to understand the 
reasons for low take-up although compliance costs and lack of awareness are likely 
the driving factors. 

Equity of assistance provided across housing subsidies 
55 The differences in design of housing subsidies across public housing (Income Related 

Rent Subsidy) and private market housing (AS) come with trade-offs and issues for 
how the two subsidies work together. The Income Related Rent Subsidy (IRRS) is a 
more generous subsidy that what is available to people in the private market through 
AS. For a sole parent with children, the average IRRS subsidy (paid to the housing 
provider) is $329 per week8 compared to the average AS payment for a sole parent 
with children of $141 per week. 

56 This has created inequity between households with similar incomes and 
circumstances in the private market and in public housing. This ‘affordability gap’ 
between IRRS and AS creates financial barriers for public housing tenants to move 
into private rentals or homeownership and increases demand for public housing 
among AS recipients. 

57 As rents have increased over time, public housing tenants have been insulated from 
these cost increases by IRRS funding, while AS recipients have faced an increasing 
housing cost burden. This is because public housing tenants pay an Income Related 
Rent (usually 25% of household income) that is adjusted based on income, not 
housing costs. In contrast, AS recipients must pay 25% of their income to qualify for 
AS, then make a contribution to their housing costs above that rate, as well as 100% 
of housing costs above the maxima (noting the maxima are not regularly updated 
like IRRS).  

Landlord capture 
 Landlord capture is an oft-cited risk with increasing the AS. Landlord capture occurs 

when landlords increase the accommodation costs of renters/boarders to absorb 
some or all of the increased amount of financial support and thus receiving the 
financial gain in increased support as opposed to the intended beneficiary. A 2015 
review of international evidence suggests a range of impacts with the magnitude of 
landlord capture ranging from 30 – 78 percent. However, there are limitations of the 
applicability of these findings to the New Zealand context, due to the design features 
of some housing subsidies in other countries considered in the analysis (i.e. unlike 
AS, some housing allowances are paid directly to landlords) and the local housing 
market conditions in other countries. 

 
7 This figure may represent an upper estimate of non-beneficiary take-up due to the impact of  
COVID-19 and the increased numbers now on Jobseeker Support. 
8 This figure does not include the capital or operating supplement components of the Income Related 
Rent Subsidy. 

 



 

59 For New Zealand-based evidence, in 2018 Motu investigated the extent of landlord 
capture following the AS maxima increase in 2005. 9 In 2005, Auckland was divided 
into two areas and a higher AS maxima was available in central and northern urban 
areas. 

60 Following the AS area change in 2005, on average, accommodation related support 
payments increased by $6.81 for those impacted, and rental payments increased by 
$2.44 per week (approximately 36% of the increase) . The authors also noted from 
the data that it was not possible to determ ine if it was due to recipients being able to 
afford to spend more on housing and improving the quality of their accommodation 
or if it was due to landlords increasing rents . f9C2Hf)(iv) 

61 Following the most recent changes to AS in 2018, MSD administ -at,-~1:1;,ta::,l,ows,,p a 
dramatic drop in the amount people were spending on rent):~ t~ ~ ~ b6sidy. C \ i -~ 
Figure 4 provides evidence of increases to the AS benefittin~ \ e~ ients IT\C>F t ~ 
it did landlords. ~J v \ \) 

Figure 3. The net impact of the 2018 Families PackagJ;j~Wng.es for A~.o~ ehofd,; 
renting - the average amount households pay in rent /{jB;;t\ ~ €ra9_1A ~~dr:, - shows 
a dramatic drop in 2018 in amount households ~\~'g'on re1~ "'--.::. 

Average rent le~a~ ~S sub~~ S 

$210 ~~ ""0 
$200 

$190 

~ $140 

* Impact of 
Families 
Package 2018. 
AS maxima 
increases 

0 .... 
N N 

~ ~ 
z < 

62 MSD's view is that the major factor for increasing accommodation costs in the current 
market is the lack of supply of affordable rental housing for lower- income 
households, and that it is not as a result of any policy changes to the AS driving real 
growth in rents. Te TOapapa Kura Kainga - Ministry of Housing and Urban 
Development (HUD) also agree that the lack of affordable supply is the main cause of 
rising accommodation costs. There is little available evidence on the impact of AS 
policy changes on rising costs, however HUD agrees this is unlikely to have been the 
main factor in r ising accommodation costs while at the same time AS has not 
contributed to an increase in affordable supply. Treasury agrees that a lack of 

9 Do housing allowances increase rents? Evidence from a discrete policy change. Dean R. Hyslop 
and David Rea. Motu Working Paper 18-10. Motu Economic and Public Policy. July 2018. 
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housing supply is at the core of the problem. However, Treasury notes that where 
supply cannot respond to increasing demand, any increase in ability to pay (including 
increases to salaries, wages or transfers) will likely lead to some increases in rents. 

63  
. There are specific design features of the 

AS (partial subsidy, paid directly to tenants) that seek to mitigate the extent of 
landlord capture. Despite the perceived risk of an increase in the subsidy being 
partially absorbed by higher rents, the evidence shows that households will benefit 
from any change through higher after-housing-costs incomes. The extent to which 
households benefit (vs the extent to which there is landlord capture) is difficult to 
quantify. 

Approach to reform: objectives, key design questions, options for 
discussion 
64 This section sets out options, objectives and key design questions. We seek to 

understand Ministers’ objectives for the review, which will inform the development of 
more detailed advice on options.  

 

65 For the WFF Review, Ministers have confirmed the high-level objectives of the WFF 
tax credit as supporting income adequacy, reducing child poverty and improving 
financial incentives for low-income earners to participate in the labour market. 

66 

67 

 

68 

69 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)
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75 

76 

77 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)
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78 

79 

80 

Consideration of other housing subsidies,  
  

 
81 

82 When considering options for reform of the AS, a number of other housing subsidies 
will be affected by any changes.  

 

Other housing subsidies 
83 Table two below sets out other types of housing assistance, and their relationship to 

AS.  
 

 
 

 

 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

 



 

Table two. Other housing subsidies and potential flow on impacts resulting from changes to Accommodation Supplement 

Accommodation Supplement 

A weekly payment for low income 
people with high housing costs. 
Paid directly to recipients. 

Income Related Rent Subsidy 

Makes up the difference between a 
tenants Income Related Rent and 
the market rent for the housing/ 
agreed rent (for some Community 
Housing Providers). Paid d irectly to 
the provider. 

Temporary Additional Support 

A weekly payment that helps 
people when they do not have 
enough money to cover essential 
costs. 

Emergency Housing Special Needs 

Grants 

A grant that helps people with the 
cost of staying in short term 
emergency accommodation. Client 
contributes 25% of their income. 

Homeownership, private 
rentals, boarding 

378,131 recipients $1 7 billion 

Average subsidy Relationship to AS 

------------------

Public housing tenants, 
provided by either Kiiinga 
Ora or Community 
Housing Provider {CHP). 

61,268 Kiiinga Ora IRRS places, 
9,473 Registered CHP IRRS 
places 

( < :-,,,· -· \ ' --.. \ 
$1.07 bil lion~ ~,·< } c!i4 per w(e~ \\ \ b·emand for public housing is driven by 

( ('\ \\ // "> ~ \~ "deficiencies in the private rental market (both 
\~~~/ ~ \ ~ affordability, and discrimination that means 

<\' ~ (''-..__, '\.) V people cannot find housing that meets their 
''\ \.J\~, . \~' ~-· needs). 9(2)(fJ{1vl L, 
\. .\ l . "-... \\ ', r .-..._ "-.:, \,~ 

(0)\ _,, /.0)\,~~> ______ 1 
(/ ?/'; \.~v ; --\ <) --~) 

/'::)\ < /'"' .cc0;:. \ 
Homeownership, private 94,019 recipients.-;:l98,S~_:w6re 7 2~~1ll1on 
·rental, boarding, public also receiv·nt~e,) . \ v) ..__j 
housing, Emergency // \> ~ ~, <, 
Housing and Transitional \ v<''>/ J \'\0-....._ > ✓' 
Housing contributions. /: ~\ \;;;/ <', '\,>\) 

((:>;~ (~"v> 
/;:;')' \ v;> (\. , "> ;~/ 
\~ 'C"--"> ,,. ,-} \ \. \ \ 

Emergency housing \j !\SR~B i~di_~i?'4Y~tlients granted $215.4 mi llion 
(motels, campsite) ' an' . SN.G ',December 2020 

( / \ .. _,I ,,,.,.., ·, \f arte5) 

(~\,, 
'-._:.:/ 

$62 per week 

$1,501 average 7-
day-rate per grant 

Approximately 98% of TAS recipients also receive 
the AS. TAS reduces dollar for dollar when other 
income increases. s9(2)(f)(iv ) 

s9(2)(f)(M 

10 This figure does not include the capital costs or operating supplement provided to public housing providers. 
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Accommodation Benefit 

A weekly payment that is paid with 
a Student Allowance to help with 
accommodation costs. 

Housing Support Products 

A set of individual products that 
aim to address barriers to accessing 
or retaining housing by fill ing gaps 
not covered by other forms of 
assistance 

Recoverable Assistance Payment 
(RAP}, Advance Payment of 
Benefit (Advances} for housing 
related costs 

Used to meet essential immediate 
needs, including tenancy bonds, 
rent /board in advance and rent 
arrears. 

Private rental, boarding, 
hostels 

Private rental and people 
exiting public housing 

Number of recipients 

(As at end of December 2020} 

42,242 (2020 calendar year) 

1,342 grants in December 2020. 

$81.9 million 

/~...... \ 

RAP are available to non- 30,708 total grants in /,\ 0\ \ $22.4 mill~ \ 
beneficiaries and December 2020 \ v;,':-\j ___:, \~ '---} 
Advances are for (3,807 RAPs, 26,~ Adv( n~~ (C \\\)'----
beneficiaries, subject to '------'> ) .,- .,, 'J , 

~

"", ,, . . -", .: __ j 
income and asset tests. 1;-s._---. <:::::,, '\.' / 

-') V ·-._,_ \\ '< 
/ <,<> s,A.J ,,., ~ ,<> 

./ 0. \\ v;;> . \\\\>\) ,) 
/ \'\ /;v <', \ 

\ /'> ;~/ ~' N) <~ ;> \',\~~/ 
\\----✓ Q ' ,\ \ 
\ I .\ \V 
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s9(2)(f)(iv)

s9(2)(f)(iv)
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93 

94 

Next steps 
95 Following feedback on this paper, officials will develop options and provide further 

advice for consideration  

  

s9(2)(f)(iv)

s9(2)(f)(iv)
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Appendix 1: Key Facts - Accommodation Supplement Recipients 

As at 30 April 2020 AS supported ... Most AS recipients are renting and receive a main benefit Most AS recipients are single and do not have children 

~ 
356,766 
households 

Approximately one in eight 
New Zealanders are supported 
by AS 

t ttttttt 

The number of households receiving AS has increased significantly 
The number of households receiving AS has been increasing since late 2017. Trends 
in AS receipt generally follow main benefit receipt. The impact of COVID-19 further 
increased the number of households receiving AS. 

390,000 

370,000 

350,000 

330,000 

310,000 

290,000 

270,000 

250,000 

Number of AS Recipients 

The cost o/AS is forecast to increase (Budget Econ;~;d f isf 'fen~~e,-~ 021) 
Sine~ _2017, AS ex~enditure has tr~nded upwards. The incleas,::~:t~ ~ -°'idma a~ part of the 
Families Package in 2018 and the impact of COVID-19 have d;Jv(o,s1ficre~ eo expend iture. The 
cost of AS is forecast to surpass $2b in 2020/ 21 for the fir~ e>-. , 

$2.50 b 

$2.00 b 

$1.S0b 

$1.00b 

$ .50 b 

$.00 b 

~"-- / '\ 

Actual and Forecast Cost i@ 'is;19 - 2024/25 
~-----

-1-1-1-1~1- - -

.. , ~ 

Rising rents \~ 0-.. ,VJ 
From around 20~ low ~ uarlile rents ~a~"'t:~ fl •~ than earnings and much faster than prices in 
general. Fo1we~ come housetfolds, H~'(ltii,g costs are absorbing more income and causing higher 
rates of~~strifrela,ted stress:'~\. , V 

(</\ \ \_ ~~\. 

1 
r-- r-- 00 00 C'I C'I 0 0 .... .... N N m m "'1- ,q' V') V') <.O <.O ..... r-- 00 00 C'I C'I 0 0 
0 0 0 0 0 0 .... 'i' .... .... ..-j 'i' .... .... .... .... .... .... .... .... .... .... .... .... .... .... N N 
,!_ 0. ,!_ 0. ,!_ .o. ,!_ 0. ,!. 0. ,!. 0. ,!. 0. ,!. 0. t.!. 0. ,!. 0. ,!. 0. ,!. 0. t.!. 6. ,!. 6. 
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- Rent (stock) -LCI - CPI 

AS recipients in housing stress 
As at 2 October 2020, 70% of all AS recipients were paying more than 40% of their income on housing; 44% 
were paying more than half of their income on housing (for lower-income households, 30% is the accepted 
international threshold for housing-related stress). Rates of housing-related stress varies by AS Area and is 
forecast to worsen in all AS Areas. 

AS Area 

Area 1 

Jmc3xima $.165 -$305) 
Area 2 

(maxima $105-$220) 

Area3 

(maxima $80-~160) 

Area4 

(maxima $70-120) 

Proportion of AS 

recipient s paying 

>40% of income on 

housing costs 
I 78% 

70% 

62% 

57% 

Average AS paid 

$139 

$98 

$74 

$61 

Proportion of AS 

recipient s forecast t o 

be on t he maxima by 

2024 
I 41% 

53% 

59% 



 

Appendix 2: Accommodation Supplement Core Settings 
The AS is a cash payment to clients for some of their housing costs 

Eligibility criteria for Accommodation Supplement 

Recipients must have not have cash assets above $8,100 for a 
single person and $16,200 for a couple. 

How the Accommodation Supplement 
works 

Recipients have to meet an income test based on fam ily type. 
Beneficiaries automatically meet this test (as their income is 
sufficiently low). 

Non-beneficiary recipients must have income below the cut-out 
points set out in t he table below. Superannuation and Veteran's 
Pension recipients must have income below a set limit (does not 
include their NZS/VP income). 

Cut-out points and NZS/VP limits - weekly income 

Family type Area 1 Area 2 Area 3 Area 4 NZS/VP 

Single person $1,190 $950 $850 ~810 $591.20 

Couple (no children) $1,691 $1,371 $1,171 $1,071 $858.72 

Couple with children $2,0U. * $1,671 $1,431 $1,271 $858.72 

Sole parent, 1 child $1,653 $1,333 $1,133 $1,033 $717.40 

Actual 

housi g( 

r1t;"u 
$1,933 $1,593 $1,353 $1,193 $75~2 ~ 

*Note the highest annual cut-out point for couples with children in Area 1 is $104,572 ~ ~ 

Sole parent, .2+ 
children 

Accommodation Supplement provides a partial subs. i<iy!ar'i'f!:~w ~ 
above an 'entry threshold' and up to .a maximum amouiie _'\/ ~ 
The entry threshold is 25% of income for a renter or b~ ~~~?o% ? ~ \\) 
for a homeowner. ~ (( ~ 
Accommodation Supplement subsidises 70% of accommodation c"'~ ~ 
above this threshold, up to a cap or 'maxima'. ?, ;)~ 
Maxima are set regional ly, based on the 40th percent;ie-0 ~ n't(in 
Area (based on 2016 rental data). ( a 
Accommodation Supplement maxima ~ 
Family Type Area 1* Area 2 Area 3 Area 4 

Single person $165 $105 $80 $70 _____ , ____ _ 
Couple (no children) $235 $155 $105 $80 

Couple with children $305 $220 $160 

4 Remainder of housing 

costs above the maxima 

2 Co-payment 3 Government Subsidy 

30% 
covers housing costs 

covered by AS 

70% (less abatement if 

applicable) 

1 Entry threshold 

25% of main benefit (JS if non­

beneficiary) + first child rate of FTC 

Sole parent, 1 child $235 $155 $105 

$30'.S $220 $160 $120 
Accommodation Supplement formula 

How abatement works I~ 
Abatement applies to non-beneficiaries only. For every $1 
non-beneficiary households earns over t he income 
thresholds (set out below), their AS subsidy is reduced by 
25c. A household become ineligible when they reach the 
cut-out points for their Area. 

Assets over $2,700 for a single person and $5,400 fo r a 
/'/ couple may also affect households' AS subsidy. For every 
, 0 $100 worth of,)ssets over these thresholds, $1 is added to 
~ V their inco~~~'&Qich may impact t heir AS subsidy if they 
~ V are oi flhe inc'qtne thresholds) . All recipients households 

'rill~s~ el!_g~ility if they have cash assets over the I imits 
(~~00, or'a single person and $16,200 for a couple ). 

~ ccommodation Supplement income thresholds 

JJ F •1 t Income threshold 
am, y ype (weekly) 

Single person --~-~ $530 

Couple (no children) $751 

$791 -------Couple with children 

Sole parent, 1 child 

Sole parent, i+ children 

$713 

$713 

Scenario - non-beneficiary, single, renter 
Nick is single, 19 years old and rents in Wellington (Area 2). 
He earns $530 per week and spends $200 on 
accommodation. He is eligible for $95 per week and pays the 
remaining $105 from his income ($64 as the Entry Threshold 
and $40 co-payment. 

■ Entry threshold 

• AS paid 

• Co-payment 

Sole parent, 2+ children 

*Area 1 covers Auckland, Queenstown, Tauranga, Area 2 is most other 

main centres (i.e. Hamilton, Wellington, Christchurch), Area 3 is mainly 
provincial centres {i.e. Dunedin, Rotorua) and Area 4 the remaining small 

towns and rura l areas. 

[ housing costs 1-1 entry threshold ~ M 70% up to maxima - abatement 
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MINISTRY OF SOCIAL 
DEVELOPMENT 
TE MANA10 W HAKAHIAf O ORA 

note there are two main options for engagement this year, which are not mutually 
exclusive. These are: 

5.1 Targeted engagement with a limited number of experts and key stakeholders, 
th rough a small number of face-to-face meetings and workshops 

5.2 Public written submissions, accompanied by short guidance material on key 
objectives 

The Aurora Centre, 56, The Terrac:e, PO Box 15S6, Wellington - Telephone 04-916 3300 - Facsimile 04-91.8 0099 



 

6 agree to an engagement approach to discuss with Income Support Ministers: 

7 

8 

9 

(Q) 

6.1 Targeted engagement with experts and key stakeholders 

~ DISAGREE 

AND/OR ~ 
6.2 Public written submissions f.r._~ ) 

~DISAGREE 

note Ministers are due to discuss objectives for reform of the ~ -«f:cifon ~~ 
Supplement at a meeting on 29 June 2021, and you may tsfi>"' ~ 
enga$'.lement as part of the meeting \) ~ 

s9(2)lf)(iv') :::jff 

forward this report to the Minister fo f Finance, 

Mihister of Housing, Minister for Ch'Jcl ~ ve 

1-f,-/ ~ t./2., 
• I 

Date 

i 
_ al Development and 

· P'-e)'ment 

Approach to engagement for the Working for Families and Accommodation Supplement review 2 



 

An engagement approach needs to be agreed for the Working for 
Families and Accommodation Supplement review 

2 In April 2021, t he Ministers for Child Poverty Reduction (the Prime Minister), Finance, 
Social Development and Employment, and Revenue ('Income Support Ministers') 
agreed to br ing forWard the review of Working for Families (WFF) in light of the 
Government's comm1tment to reduce child poverty, and the changing labour market 
and income support context [REP/21/4/383 refers]. 

3 Income Support Ministers agreed that the review would cover WFF tax credits, the 
Accommodation Supplement (AS), and t he ·s9Cl){f}'(i\l) ·. The 
review of Childcare Assistance and decisions on 01.(t of sc,ope would be 
considered alon~si_de the review. The review of WF~ and AS ( the ~'1,~~~s public!~ 
announced by Ministers as part of Budget 2021, which has genera\:~ 5_!9.D,if_y;ant ~ 
interest and expectation. \ V 

Engagement on the Review is desirable ... 

4 Officials' view is that engagement with stakeholder 1~ irable s part('Of a r~ ,e- of 
this scale. Engagement can. generate new ideas ~a~ ideas ~-----~e~ ~ste~for 
workability and identify problems with proposa' · lflj}c~ ficials~'{l~t-1~ 
considered. It also allows for the voices o~f a . i 'E;_ ~9'€ of ere t to\ lJ~'\gaptured on 
what the proposals would mean for the~ \ \ V /("\ 

... however, timeframes for engage~ ~ ry Ii"</ ~ '\. 
s ,s9(2)(f)(lv) ---

' leaving very__lim ite~ e for e'1~t ~~O liere are also limited 
resources available witi;~ cles-t6 c~ Gf1:1~~ ~~-t-,Jensive engagement. 

6 Given t he condens~c(?.'nde , s it~i I h~<fi,~)s1ble to do comprehensive 
consultation or;,,-e-p~1¥6 ecific .~o~~\¥1th the public in general or t::1aorj _ 
stakeholders, tt~W rie~ ~N fe~ljace hui, which wou ld be more consistent 
with best f1r~ e,J ~ -~ 

7 How~fjr- ~~es.,,and ar~s--.~ i~ ovement of WFF and AS are relatively well 
und 9.-~dA~ecent pu~ ~Q'§,q_g:ement through the Welf9re Expert Advisory Group 

<._~lu ~ ~t>rlie feedback ·<{t\ 't!)ese. We have also proactively engaged with 
s~a~;,P., 1efers on <w~ ~~d ).g over recent years and some stakeholders have 
pub,!J.Sfled th~l~i~~d analysis. 

is a~ )i'ci~: ~ if~ precedent to make changes to t he welfare system without public 
engag~):S~t\ f\9r example, when Working for Families was first introduced in 2005 

~~<>' ubllc engagement undertaken except for th rough the legislative 

~ <(the key parameters agreed by Ministers have already narrowed the focus of 
re-View, which has implications for the approach to engagement o s9(2).(f)(iV) -------, 

10 Additional key parameters Ministers have agreed are: 

10 .1 :s~(2)(()(1v) 

10.2 options for change s9(2)('f)ftv) 

10.31s9(2)(f)(iv) 

11 Objectives for the review of AS have not yet been confirmed by Ministers. These will 
be discussed by Income Support Ministers and t he Minister of Housing at a meeting 
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on 29 June 2021. A clear steer from Ministers on the obj ectives will enable officials to 
convey these clearly during proposed engagement. 

12 If key parameters agreed by Ministers are not shared w tth stakeholders( this will 
undermine the effectiveness of engagement. Sharing the key objectives of the 
Review, and is9(2"")(f)(iv) would improve the value and 
perceived Integrity of the engagement. The risk of sharing these parameters, 
i,9Q:)(f){jv1 - , ~9(Z)(g)(iY · ,__ 

Depending on the decisions of Ministers on options for reform, engagement with 
stakeholders could be delayed 

13 Followtna fu rther advice from Qfficials on ootions for re.form in late lu~ 1 , ~oomoo · · 

14 

15 The following options for engagem~ t R~e~ nte6 in thl~po arEYb ased on the 
current tlmeframe agreed by Mi~ste~ '$9(2.)(()(iv) 

If t ime ~ s chaij~HeMla~ce on possible 
engagement can be proi·~ \) 

There are two mai~~~for en~ . t, given timeframes 
16 You have two nJ~)~yor e2i ag~~)((Y(fv,) __ __ 

17 Thes':}'eJ:iol~~mu~~m ~ s~ and you have choices around ~hetherto 
choo ~ t ~\> rgeted -~ 1s1:.1~~h;with experts, or public written submissions, or 
b th. 

r,a-{j,,EJ 'd"'en gemeh'~it!J__ ex erts and key stakeholders 

/1~~'\91, 1rst 01:~1~%riduct very targeted engagement with a limited number of 
v) ..__~ xpert~J::~ :~Vft:;l<eholders. This would be through a small number of face-to-face 

meetip@_s an , llitated workshops for some groups. The experts and key 
stat(e1•~1 ould be invited to participate, based on having subject matter ep~ . -G>n WFF or the wider housing system including the AS, or through 
i€es ting key interests in these areas. Stakeholders who represent a broad range 

of~ ews will be invited to the extent possible. 

Engagement with these stakeholders will be valuable to ensure officials have 
Identified a w ide range of options and they may also be a.ble to assist with some of 
the more technical aspects of options being considered, given their subject matter 
expertise. This approach on its own will not capture the voice of clients, except those 
represented by advocacy groups who may be included as key stakeholders. 

20 s9(2)(f)(iv) 

21 
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s9(21(f)(iv) 

22 If you choose this option, officials will provide further information on the planned 
approach to this engagement Including lists of key experts and stakeholders. 

Public written submissions 

23 Engagement could also be conducted through public written submissions. This could 
occur in parallel with targeted engagement with experts or instead of. We expect 
experts to contribute via either process. Officials would provide shor~,9~dance 
material to support written submissions, rather than a discussion do uwE;);lt. This 
would Include information on key parameters and guiding ques~ f'QS,u~ 
submissions on the identified objectives of the Review, to mi · !cl{ •-si<of 

to engage with a wide variety of stakeholders across a broad ~~ct ' m of vi w6'8 
would be open to the public. ~ V ~ 

24 The benefits of public written submissions are t'1'JY~¥~h a wi~ta~gs o 
people with d ifferent perspectives and provi ~ t;>·~•~ the~lce of(c~t e heard. 
Public submissions may also be the best ~~, eac iddle-ili!_Jflm~ king 
families who receive WFF and may be I ss '.'\~ o ave~~i ~ ~ ~ presented by 
advocacy groups. \\ 

25 Public written submission, eve~ -~~{"~~ "' orm~ o ld;b llenging given the 
condensed timeframes and resotifV9>P'eftrairi, s."f9(L:) ITTQT 

9(2)(J')(1v) _ _, 

. There ·s--al.5P\ l 
wish to en~~t 

2 6 s9(2J(g (I 

eng_ag~fn fatigue among stakeholders, who may 
, AS'rev.J::ew, and s9(2J(f)1iv) -------- . 

~1~1f to a! . e~ (J)8'1 engagement, Internal consultation will be conducted by 
O f!_~ies t, ~w 

To e~~ ~ \ ·ews of Maori are captured to the extent possible, officials will set up 
~e ·nQs~1~Maori Advisory Groups, including within MSD and channels within 
i> ' '-Ravenue, 

D~ so has a wananga process, which Is an internal process t hat can be used to 
rk through options from a Te Ao Maori perspective, with a focus on whanau, hapu 

~ and iwi development and honouring Te Tiriti o Waitangi. Offidals can test options for '0 reform on WFF and AS as they become more developed through wananga. 

29 There are also advisory groups that agencies often consult to incorporate the views of 
clients, providers and/or specific populations groups such as the MSD National Benefit 
Advocate Consultative Group and Housing reference group. Officials Will also consult 
with operational staff across agencies throughout the Review. 

s9(2.)(f)Ov) 

30 :s9(2)(f)(iv) 
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The Aurora Centre, 56 The Terrace, PO Box 1556, Wellington – Telephone 04-916 3300 – Facsimile 04-918 0099 

Aide-mémoire 
Meeting 

Date: 25 June 2021 Security Level: IN CONFIDENCE 

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

File Reference: REP/21/6/673 

Income Support Ministers Meeting 29 June 2021: 
Review of Working for Families and Accommodation 
Supplement 

Meeting details 8.00-8:30am, 29 June 2021, Prime Minister’s Boardroom 

Expected 
attendees 

Rt Hon Jacinda Ardern, Prime Minister, Minister for Child Poverty 
Reduction 

Hon Grant Robertson, Minister of Finance 

Hon Kelvin Davis, Minister for Children 

Hon Dr Megan Woods, Minister of Housing 

Hon David Parker, Minister of Revenue 

Deborah Russell, Parliamentary Under-Secretary for Revenue 

Purpose of 
meeting 

Income Support Ministers and the Minister of Housing are meeting 
to discuss: 

 Overview of progress on the review of Working for Families 
and Accommodation Supplement (handout attached) 

 the Accommodation Supplement as part the review of Working 
for Families (paper attached) 

 Childcare Assistance Review (paper attached). 

Background The review of Working for Families (WFF) and Accommodation 
Supplement (AS) 

On 2 June 2021 Income Support Ministers and the Minister of 
Housing received initial advice seeking agreement to the scope 
and parameters of the AS review [REP/21/5/567]. These decisions 
will inform the next phase of advice on the options for change 

 s9(2)(f)
(iv)

 



  2 

On 24 June 2021 you received a report seeking agreement to an 
engagement approach for the review of WFF and AS to discuss 
with Income Support Ministers [REP/21/6/614 refers]. 

Further advice in the WFF and AS review and related work is 
outlined in the attached handout.  

Other related work and context 

Child Poverty Targets:  
 

 
 

 

Key issues General update on the review of Working for Families  

We have provided a handout for the meeting on timeframes for 
future advice and decisions on the review of WFF and AS and 
related work. 

Talking points: 

 Advice on potential options for the WFF review will be provided 
in late July and separate initial advice  

 is expected shortly afterwards, in July/August. 

 I recently received a report seeking agreement to an approach 
for engagement with stakeholders to inform the WFF and AS 
review to discuss with you. This report provides options for 
engagement through targeted consultation with key experts 
and stakeholders and/or public written submissions.  

  mean that the 
engagement options are limited. 

  
.  

  
. 

Accommodation Supplement Report 

We suggest your discussion with other Ministers focuses on three 
scope questions set out in the recommendations of the report. 
Clarification of these aspects of the review will assist with the next 
stage of advice. These scope questions are: 

Out of scope

Out of scope

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)
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 What are the objectives for the AS review? (recommendation 
6) 

 What are the targeting choices? (recommendation 7) 

However, unless there are strong reactions against either of these 
option sets officials will provide advice across these options, and 
any others identified, to meet the agreed objectives of the AS 
review. 

Talking points: 

 We recently received advice on AS seeking direction on some 
key aspects about the scope of the review. 

 Direction we provide on objectives, targeting  
 will be 

used to inform the next stage of advice on AS which is  
 

Objectives (recommendation 6) 

Talking points: 

 The objectives reflect the key concerns that exist about the 
current settings and impact of AS.  

  
 

 

. 

 It might be useful to discuss what  
 to help prioritise the objectives. 

Targeting choices (recommendation 7) 

Talking points: 

 

 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)
(f)(iv)

s9(2)(f)(iv)
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Talking points: 

s9(2)(f)(iv)

s9(2)(f)(iv)
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Out of scope
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Child poverty reduction targets in the current fiscal environment  

The next three-year targets (likely to have been agreed by 
Cabinet on Monday 28 June) are broadly consistent with the 
average rate of progress required to reach the ten-year targets.  

Talking points: 

Out of scope
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 When factoring in the impacts of the benefit increases 
announced in Budget 2021, reaching the next three-year 
targets would require further policies that achieve reductions 
of around 20-25,000 children (2 ppt) on each measure.  

 

 

 

Next steps Timeline of upcoming advice 

For a more detailed outline of recent and future advice in 2021, a 
handout has been provided. 

July WFF options report 

August 

 
 

  

Author: Kahu Te Kani, Graduate Policy Analyst, Income Support Policy 

Responsible manager: Polly Vowles, Policy Manager, Income Support Policy 
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Appendix –   
Out of scope

Out of scope

 



 

Timeline of the review of Working for Families and Accommodation Supplement and 
other related work 

• The review of Working for Families (WFF) and Accommodation Supplement (AS) is 
progressing well to provide options to · 9(2)(f )( iv ) ___________ _. 

• A Governance Group of senior officials from Ministry of Social Development, the Department 
of the Prime Minister and Cabinet, the Treasury, Inland Revenue and the Ministry of Housing 
and Urban Development meets fortn ightly to provide oversight and guidance on the review. 
There is also a working group made up of officials from these agencies. 

Recent advice: /1/ A a 
• Initial advice on the approach to the Accommodation Supplement R~ ~~~ 02~ i-~ 

- This paper is the main point of discussion for this Inc4 ~b~Mini~rs1 

meeting and seeks agreement to the scope and para~~-s oM:he AS f~evJ'e,1 w. 

• Approach to engagement for the Working for Families an~ mmo~ tion SVRple e~ 
review, 24 June 2021 ~ ~ 

• 

• 

- This report was sent to the Minister 7r--s ,·al"g.eye opmem~~ oyment for 
agreement to an approach to discu s it · <9me Su , to ~ters. 

Out o scope 

agement on WFF/AS could potentially begin {TBC) 

Engagement findings report to Income Support Ministers and the Minister of 
Housing (TBC) 
p9(2){f)(,v)~-----------

._<-+-------s9(2)( f}(iv) ---------------------1 

• The t imeframes for future advice will largely depend on the decisions made by Ministers. 
Provisional timeframes are indicated above. Out of scope 




