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IDI disclaimer:

Access to the data used in this study was provided by-Stats NZ under conditions designed to give effect to
the security and confidentiality provisions of the Statistics Act 1975. The results presented in this study are
the work of the authors, not Stats NZ or individual data suppliers.

These results are not official statistics. Theyhave been created for research purposes from the Integrated
Data Infrastructure (IDI) which is carefullymanaged by Stats NZ. For more information about the IDI
please visit https://www.stats.govtalz/integrated-data/

The results are based in part onftax data supplied by Inland Revenue to Stats NZ under the Tax
Administration Act 1994 fop/statistical purposes. Any discussion of data limitations or weaknesses is in the
context of using the IDI fopstatistical purposes, and is not related to the data's ability to support Inland
Revenue's core operatidnalrequirements.
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1 Executive Summary

The purpose of this report is to provide information to the Ministry of Social Development (MSD) about
long-term trends in benefit dynamics, offering insight into how the benefit system is changing over time.

This report uses the Social Outcomes Model (the Model) to provide a view of how people move into, %
through, and out of the benefit and public housing systems, and their interactions across government O
services. In this way, the Model estimates future service use for the population of New Zealand, based on %\

past experience and future economic assumptions. A summary of the Model is set out in Appendix C of Q_

this report.
The Model is developed inside the Stats NZ Integrated Data Infrastructure (IDI). The IDI is a Iarge,fsgch
database which holds administrative data about people’s life events like education, income, benéfits;
migration, justice and health. The data come from government agencies, Stats NZ surveys, an n-
government organisations, and is linked together and de-identified. Further informatio the IDI can
be found on the Stats NZ website. 6

experience of people seen in the pre-COVID-19 period, as well as the first 10 m of the pandemic. The

/
For this report, the Model takes data available up to 30 September 2020. In doinggﬁbuilds on the
future economic assumptions used in the Model are those provided by The Treasury in their 2020 Half

Year Economic and Fiscal Update (HYEFU 2020). All assumptions usedrinthe Model are set out in the
2021 Social Outcomes Modelling 2020 Technical Report. \

Through the findings outlined in this report, the Model shows t re outcomes we may expect to see, if
current policy and social settings remain unchanged and eco forecasts hold true. At the time of

writing this report, the Treasury’s future economic assu Qﬂs outlined in the 2021 Budget Economic
and Fiscal Update (BEFU 2021) were improved from t 1éumed in the HYEFU 2020.

A glossary of terms and acronyms are set out in A ix D of this report.

The outputs from the Model are not official sta{@cs, and due to the range of data used, the numbers in
this report may not match to official figure ?*

Set out below are brief statistics of ke%@gs. A fuller description of these findings then follows.

X
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Key finding: There was a significant change in the rate that people left the benefit system

prior to the COVID-19 pandemic

JS-WR exit from main benefit
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Drop in JS-WR exit rates
from 17% to 13%

From early 2018 to end of 2019,
and significant drops for other
benefit categories.

Exit rates fell and entry rate
increased for other benefit types

This was despite downward
trending unemployment rates.

- Impact on estimated
future years on benefit

for JS-WR clients Os
+ 1.4 years to the average 6\

estimated future years

on main benefit for AQ/

JS-WR clients

From 9.9 years'q,&w to
11.3 years in v eport.

. . - . . . / .
Key finding: Youth clients and Maori clients estimated average future té{on benefit to age
65 is disproportionately affected by the change in exit rates
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- Impact on estimated
future years on benefit

A quarter of YP/YPP
estimated to spend

at least 31 future years
on main benefit

aracteristics of people with the highest estimated future benefit

= Differences in future benef@ceipt by prioritised ethnic group are not explained by age, gender, or

regional distribution.

Key finding: Peosl,egfe staying longer in public housing

% of regists housed each quarter

20%

o
&
& 0%
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Decreasing exits

Long-term decrease in exit rates
from public housing has resulted
in a decrease in the percentage of
the register able to be housed each
quarter.

Large increase in register
Assessment scores are up across
most domains. Change in
applicant profile resulting in an
increased requirement for 1-bed
accommodation.

- Impact on estimated
future years in public
housing

+ 1.4 years to the average
estimated future years in
public housing for
primary tenants under
age 65

From 16.8 years in 2019
to 18.2 years in this
report.
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Exit rates from public housing are estimated to continue to decrease, particularly if rental growth
exceeds income growth.

1.1 There was a significant change in the rate that people left the benefit

2)

system prior to the COVID-19 pandemic O$
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There has been a range of Government s yts to help people and businesses with the economic
effects of COVID-19. However, ther changes occurring in the benefit system before COVID-19.

Between early 2018 and the endq% , exit rates across most main benefit categories decreased
significantly. Ordinarily, as th€ ehart above demonstrates, exit rates reflect labour market conditions
and move in the opposite d ton to the change in the unemployment rate. This has not been the case
between early 2018 and¢#the end of 2019. Entry rates also increased over that period.

From early 2018 tggfge}ld of 2019, exit rates decreased at the same time as the unemployment rate
was low and falling slightly. This is unusual. During this time MSD’s engagement rate with clients had
dropped as u%%es in the economy and housing pressures had led to more people on benefits.

In absol s, the JS-WR exit rate at the end of 2019 was at the same level as the height of the
Globa cial Crisis (GFC), even though the unemployment rate was at the same level as it was
whe@ rates peaked pre-GFC.

rates have decreased further in 2020 with the effects of COVID-19. These effects should broadly
ssipate with time and return to pre-COVID-19 levels. After this dissipation, the model assumes that
most (about two-thirds) of the pre-COVID-19 decrease in exit rates persists in the long term.

Allowing for some of the pre-COVID-19 experience to continue in our modelling assumptions results
in large increases in estimated future years on benefit e.g. +1.4 years on average for JS-WR clients.

Ministry of Social Development TAYLOR FRY 5
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1.2 Youth clients’ and Maori clients’ estimated future time on benefit to age
65 is disproportionately affected by the change in exit rates

on main benefits males aged 20-30

30% YP/YPP — Distribution of projected future years Average future years on main benefits — JS-WR S
25% O
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15% Pacific Peoples ——' Q_
t | %
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o
N

0% l
iy Maori
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= Theleft-hand chart shows the distribution of estimated future years on maééeﬁts for YP/YPP
clients. Year-on-year, this has changed significantly, with a higher propertion of clients estimated to
spend 25+ future years on main benefits. Os >

>40

=  This reflects:

— The significance of factors resulting in early adulthood beneéfit receipt, and reduced near-term
employment prospects due to COVID-19. Accumula efit history early in adulthood
significantly increases the likelihood of sustained:Qeﬂt receipt in the future.

— The impact of lower assumed benefit exit rat
clients (45+ years to age 65). é

the long potential working lifetime of youth

= The model estimates there is likely to be an increasing proportion of people aging out of YP/YPP and
into other main benefit categories (mai R and SPS) with limited work experience. This
highlights the potential of targeted gy rvices and employment assistance programmes for this

cohort. \

= The right-hand chart shows t rage estimated future years on main benefits by primary ethnic
group for male JS-WR clien@ed 20-30. By looking at this specific cohort we control for most of the
differences in age and er distributions between ethnicities.

= The bars represen}@ averages and the black lines represent the interquartile range. If all people in
each cohort were lined up in order of their estimated future years on main benefits, the interquartile

e quarter and three-quarter points on that line. The median (the mark in the

ck lines) is the half-way point.

range repres

= The ck@x ghlights disparity and increasing separation between Maori and other ethnicities:

mean average is much higher for Maori, as are the quarter, half-way (median) and three-
quarter points of the distribution. 25% of male, Maori, JS-WR clients aged 20-30 are estimated to

%Q/ spend over 29 future years on main benefits.
— Year-on-year change was greatest for Maori. The mean average increased from 15.4 to 18.0 years.

\g/ = These disparities can be seen across all regions.

&
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On housing register — Priority B and Other 5 Q/
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People are staying longer in public housing

Average future years in public housing

0 5 10 15 20 25 30 35 s
On housing register — Priority A —_| O
—— !
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. , |
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} |
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[ } } | ( )

Over 65 in Housing ——' s E

Rest of Population on AS 5 \
Rest of Population Not on AS ! § Q

There is a long-term downward trend in exit rates. e Income Related Rent Subsidy (IRRS) has
continued to increase as rental growth continues t% ace income growth. This has made it harder
for public housing tenants to enter the private t which has contributed to exit rates declining.

of tenants and the average tenure in pub using has gradually increased - both factors associated

As it has become harder for people to enter the private market and exit public housing, the average age
with a lower likelihood of exiting pu éusing.

This all leads to increases in ave%&s;stimated future years in public housing for tenants currently in
public housing. All other thin% ing equal, we expect this to continue increasing, particularly if rents
continue to grow faster tha@c mes and the tenant cohort continues to increase in average age and
duration in public hous%.g ithout large increases in the public housing stock this will limit
opportunities to place eholds on the register into public housing.

At the same time t/hgse has been a significant increase in the number of eligible households applying
for public ho and a significant increase in the number of emergency housing Special Needs
Grants. T ic housing register has grown three-fold since early 2018, implying the amount of
housing is growing (and/or an increasing amount of previously latent unmet need is reflected in
ther )

thermore, the assessed needs of register applicants appear to have increased over the last few
rs, with increases in the average score of four of the five application assessment domains. There is

Qﬂso a growing mis-match between the size of houses required by households on the register and

<X
N
&

public housing stock. 45% require a one-bedroom dwelling (13.5% of the Kainga Ora housing stock is
one-bedroom).

Helping current tenants in existing private market rentals to sustain their tenancies and therefore
reduce the need for public housing is a focus area of work for MSD and the Ministry of Housing and
Urban Development.

We believe the challenges facing the public housing system largely reflect broader systemic issues not
under the direct control of any one agency - particularly housing affordability. While the Ministry of
Housing and Urban Development has a housing system stewardship mandate, and work is being

Ministry of Social Development TAYLOR FRY 7
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undertaken to reset the housing system and improve housing affordability, a cross-agency response to
these issues would likely be the best way to enduringly address these challenges.

1.4 Other key points to note

Variation in outcomes between and within regions

Proportion of working-age population
on main benefits

P ez.0%

New clients

Average future years on main benefits

10
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e Income Income

1yrs off benefit

I
I
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Female [N
y—
Female [l
Male -
Female [
Male -
Female [l
Male .
Female ||
Male I

h
m

€]

o

1-5yrs off b

Low  High

Mid
Income Income Income Income Income Incol

>5yrs off benefit or
never

High
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The heat map highlights the large regional variation in
proportions of working-age populations on main A
benefits (from 11.2% of 246k people in Southern K

22.0% of 105k people in Northland). &
However, amongst main benefit clients the r?ie al
variation in average estimated future ye main

in Nelson to

benefits is much narrower (from 11.3
13.0 years in the East Coast).

This might be because:

— Greater variation in
on main benefits

gg estimated future years
ist within regions and this is

averaged out a nal level.
— There may b€assignificant proportion of the main
benefit tion whose barriers to employment

nd significantly on the dynamics of their
our market.

U anding this would help inform the extent to
MSD resources could be focussed on connecting
ople to jobs or focussed on people’s skills, capability
and specific barriers to employment.

Adding a rural/urban indicator or scale as a predictive
variable in the modelling could help with this.

The chart shows average estimated future years on main
benefits for a simple segmentation of people aged 16-64
who are currently not on benefit.

The segmentation is based on time since they were last
on benefit (if at all), income and gender. This can be
refined further to build up a clear understanding of who
is and isn’t likely to spend a material amount of time on
main benefits in the future.

This is also relevant for assessing new clients when they
apply for a main benefit. The model can be used to help
characterise the people who are likely to have the most
difficulty reconnecting with the labour market.

Prior income is one of the strongest predictors of future
employment amongst new benefit system clients. Client
needs assessments could be enhanced if prior income
was collected through the application process.

TAYLOR FRY
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Difference between benefit system and public housing use amongst Maori

Average future years on main benefits

o

10 20 30 40
Pacific Peoples
Other

NZ European

Maori

i

Asian

Average future years in public housing —
Current tenants

Pacific Peoples -—|
Other -—|
NZ European -—|
vaori [
L

Asian
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These charts cover male, JS-WR clients aged 20-30.

Maiori have a higher average estimated future years on
main benefits than other prioritised ethnic groups. This %
is the case across age groups, regions and for both males \O
and females.

future years in public housing than people identifyi
Asian or Pacific Peoples and a similar average to&
Europeans.

Conversely, Maori have a lower average estimated Q}
ngls

It is not clear why there is inconsistency i &comes for
these two measures - further analysis i ded.

To help with this it would be usefs o‘fnvestigate
people’s pathways with respect to employment, benefit
receipt, earnings and other ou es before and after
they exit public housing, how this differs by

ethnicity.

TAYLOR FRY 9
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2 Evolution of the benefit system

Key points from this chapter

= The rates at which people exit from main benefits decreased significantly between early 2018 and the
end of 2019.

=  Over that period, the labour market was relatively strong with the unemployment rate just above 4%¢

= Accommodating some of this decrease into the modelling has significantly increased our estimates.of
people’s future time on main benefits and associated fiscal costs.

= Effects on the benefit system from COVID-19 are evident from early 2020. At a system leviel,&hanges
in the client benefit duration mix and in the mix between returning clients and new cli€ats'to the
system, appear to be of similar magnitude to the last major recession (Global Finandial Crisis).

In this chapter we analyse how the benefit system has changed over the last two.tothree years and what
this means for benefit receipt in the long term.

We describe:

=  Where the system was at in early 2018

= What has happened between then and 30 September 2020

= Where the system was at by 30 September 2020

= What this means for system performance and outcémes’for individuals.

The system has seen significantly more change thai\dtany other time in at least the last decade. Most
notably, since early 2020 when the impact of COVID#19 first emerged in the system. However, even before
COVID-19, significant change was occurringdn tefms of the rate at which people entered and exited the
system.

2.1 The benefit systengitvearly 2018

In early 2018, there were about 275,000 people receiving main benefits, or about 9.3% of the working-age
population. This had been‘gOusistently declining since the Global Financial Crisis (GFC) and welfare
reform in the early 201@s.Particularly among Sole Parent Support clients, most of whom had work
obligations introdugced as'part of that reform.

The relatively loWw/hitmber of people receiving main benefits also reflected strong labour market
conditions with unemployment slightly above 4% and participation rates near record highs of about 71%.

2.2 What happened between early 2018 and September 2020

THhe benefit system has changed materially since early 2018. There had been a raft of policy changes and, of
course, COVID-19 had a significant impact on the labour market in 2020. There have also been significant
changes in terms of the rates people enter and exit the benefit system. Particularly pre-COVID-19 when
labour market conditions were relatively strong. The rate at which people entered the benefit system
increased materially, while the rate at which people exited decreased materially.

The exact reasons for these changes are unclear, although during this time MSD’s engagement rate with
clients had dropped as changes in the economy and housing pressures had led to more people on benefits.
If these exit and entry rates are sustained, they will have significant long-term implications.

Ministry of Social Development TAYLOR FRY 11
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2.2.1  Policy changes

Policy changes are one potential cause of change in the system, albeit we do not think they are a major
contributor to the increase in entry rates or the decrease in exit rates. In Appendix A, we describe the
policy changes impacting the benefit system. This includes benefit system specific policy changes and
other policy changes. In summary, the key changes since early 2018 were:

= Families package — April-July 2018 - Changes to the benefit system and tax credit supports aimed at
supporting families, including the Winter Energy Payment.

= COVID-19 response — March 2020 onwards - A range of measures in response to COVID-19 includifig
increased benefit rates, the COVID-19 Income Relief Payment, wage subsidies, deferrals of the need\to
provide subsequent medical certificates, and the temporary suspension of 52-week reapplicati@ns for
Jobseeker Support and Sole Parent Support benefits.

= Indexation of benefit payment rates to the after-tax average wage over the 12 months tg'the end of the
prior calendar year - 1 April 2020.

2.2.2 COVID-19

COVID-19 affected labour market conditions in 2020, with specific industries, s{ch as tourism, aviation
and hospitality most affected. These industries tend to employ a relatively fiigh proportion of low
skill/wage workers i.e. people who have relatively low financial resilience. With different industries having
different labour force demographic profiles and regional compositigf, the impact on different
demographic groups and regions has varied. Despite an extensivefiscal COVID-19 response package, the
number of people requiring benefit system support has increased\significantly, albeit much less so than
would have been the case without the fiscal package.

The effect of COVID-19 on the benefit system does notjustrelate to the number of people requiring
support. It has also changed the profile of the clientgpoptilation, with many first-time beneficiaries. This
includes people who have recently left education ahdhave no material pre-existing work experience and
older clients who may find re-entering the labour market challenging when conditions improve, albeit
these are relatively small cohorts. On averageyfiew clients entering the system after COVID-19 are
expected to have fewer future years on afmain benefit than new clients when they entered the system
before COVID-19. This is because they teiid to have fewer barriers to employment.

Figure 2.1 and Figure 2.2 highlight'this. Figure 2.1 shows the profile of JS-WR clients over time by number
of consecutive quarters on benefit/The increase in short duration clients in 2020 reflects new benefit
entrants. This appears simjlar’in magnitude to that seen after the start of the Global Financial Crisis (GFC).

Ministry of Social Development TAYLOR FRY 12
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Figure 2.1 - JS-WR client profile by number of consecutive quarters on benefit
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Figure 2.2 shows the profile of new JS-WR entrants by the time since the last receiving a benefit.
The proportion of new entrants who are experiencing their first ever s n a main benefit increased in
2020 from around 25% to about 40%. Again, this is similar in magni o that seen after the start of the
GFC.

The circumstances surrounding the current recession are u , and some localised effects are very
specific (e.g. to industry). However, at a system level, the ji s so far match what we expect in an
economic downturn and look similar to the last major ion.

Figure 2.2 - New JS-WR benefit system entrants b@ since last on benefit

100%
80%
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40% &
$Q<<,Q'
S
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Q/ No ben history ©>3yrs ®m1-3yrs m<1yr

f the new JS-WR benefit system entrants in the first 3 quarters of 2020, 73% are people under the age of
30. And of these, 91% earned less than the income threshold! in all of the last four quarters i.e. most are
young people who were in low or limited income circumstances. These proportions are nearly identical to
what was seen during the GFC.

1Equivalent to the minimum wage for 40 hours per week

Ministry of Social Development TAYLOR FRY 13
Social Outcomes Modelling - 2020 Results Report



IN-CONFIDENCE

2.2.3

The modelling of benefit receipt operates by estimating how people enter, transition through, and exit the
benefit system, informed by past experience and future forecasts for factors such as the unemployment
rate. Changes in the estimates have significant effects on the modelling of future benefit receipt and other
correlating outcomes e.g. public housing need.

Client movements - transition rate experience

Some of the change has been reflected in the assumptions for our modelling, with significant effe%chx
estimated outcomes, including future time on benefit and total future benefit payments.

Figures 2.3 shows a selection of transition rates up to the end of 2019 i.e. before the impact of COVID-19.
Other rates can be found in Appendix B.

Note that several key transition rates start to change significantly from early 2018.

Figures 2.3 — Historical quarterly benefit system transition rates (seasonally adjusted) Q‘Q

SPS exit from main benefit

@
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* Or no benefit hist tifiable in the data

The key to take from these charts is that entry rates were increasing and exit rates decreasing
betwee@ 2018 and the end of 2019. This was against a backdrop of a strong labour market i.e. before
COVID-197 Specifically:

u in benefit entry rates increased materially - this is true for recent exits from the system and for
people with no recent benefit history.

= JS-WR exit rates decreased significantly — from about 17% in early 2018 to about 13% by the end of
2019.JS-WR exit rates are usually sensitive to labour market conditions, so the extent of this fall is
notable given low unemployment rates over that period.

= SPS exit rates decreased significantly - from about 6.5% in 2017 to about 4.6% by the end of 2019. Prior
to this, SPS exit rates had a long-term upward trend, reflecting welfare reform in the 2010s.

Changes in the profile of clients do not explain this. Further investigation is needed to understand the
cause of these changes. If sustained, they will have significant long-term implications.

TAYLOR FRY 14

Ministry of Social Development
Social Outcomes Modelling - 2020 Results Report



&

IN-CONFIDENCE

Figure 2.4 shows the same JS-WR exit from main benefit rates as in section 1.1. The change since early
2018 relative to the unemployment rate is inconsistent with history since 1993. The rate at the end of 2019
was lower than at other point since 1993, including the low following the GFC, despite the unemployment
rate being relatively low at about 4%.

Figure 2.4 - Historical JS-WR quarterly exit from main benefit rates (seasonally adjusted) %
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Understanding this change is important for undefﬁding the long-term implications for the
management of the benefit system and outc f clients.

To respond to this change in experience C%\p cessary to understand why it occurred. A range of further
analysis could be performed, includié

= Families Package — Causal inf% e analysis to estimate the effect of Accommodation Supplement

changes on people’s prope 0 exit.
= Housing affordability orm descriptive analysis and fit explanatory models using housing-related
data from the cens tenancy bond data (in conjunction with other data used in our modelling).

Establish if these data help explain the change in exit/entry rates.

= Household i e — Causal inference analysis to estimate the effect of changes in equivalised after-
housing- ousehold income on exit rates (using 2013 and 2018 census household data).
= Polic service changes - descriptive analysis of factors relating to policy and service changes

including expenditure on employment assistance programmes, staff-related indicators such as
bers of appointments and adherence to processes such as 52-week re-applications.

@nderstand that MSD work on assessing the impact of the Families Package is ongoing.

\g/ 2.3 What this means going forward

In the short-term, the benefit system is dominated by COVID-19 effects and the forecast economic
recovery. This is illustrated in the 5-year estimates of client numbers in Figures 2.5. This is particularly
true for JS-WR clients where the estimated late 2021 peak and subsequent decrease in client numbers
broadly mirror the shape of the Treasury’s unemployment rate forecast (Half-Year Economic and Fiscal
Update 2020).
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Figures 2.5 — Estimate of client numbers over next five years by main benefit category
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However, this short-term horizon only conveys pa

r@e future picture and masks the potential
implications of the pre-COVID-19 experience. \

The effect of allowing for this experience in Wdelhng assumptions on our lifetime estimates is very

significant. x
Table 2.1 shows core benefit system%&é

last year’s modelling results. Q
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Dec-21
Jun-22
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Jun-23
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Dec-24
Jun-25
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Dec-21
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Jun-23
Dec-23
Jun-24
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results by high-level benefit segments, with comparisons to
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Table 2.1 - Summarised benefit system modelling results by high-level benefit category

Average age

Segment

Avg. future years on main

benefit

2019

2020

2019 2020

Youth Benefit YP/YPP 17.5 17.4 16.4 19.1 \O
Work Ready 37.0 36.2 10.5 1
Job Seeker HCD 43.9 43.7 11.0 q1%9¢
Sub Total 40.0 38.8 108 , M5
Main Benefits /' \
Sole Parent 33.5 33.8 12.5?‘ 14.3
Support D\
o\
g paies) 477 476 &’\6.3 12.9
Living P
S
Sub-total 41.1 ﬂ0.1* 11.6 12.4
Supplementary benefits only 40.5 ,&XO 40.9 2.7 3.0
‘Y\.
m Benefit history within last year A® 35.6 5.5 6.0
P\
Benefit history within 1-5 years NS 387 38.9 2.7 3.3
Longer Exits No benefit history within last 5 years § 39.8 40.1 0.8 1.0
Sub-total \ 39.7 40.0 1.0 1.1
Total 39.7 39.9 2.3 2.7
The year-on-year change in average esix%led future years on main benefits to age 65 mainly reflects
changes to transition rate modelli suimptions i.e. entry and exit rates.
In section 2.4 we explicitly anal e year-on-year change and quantify the contribution of different
factors. It is important to note that changes in the client cohort have tempered the increases in average
estimated future years on fnain benefits. These client cohort changes are mainly temporary effects
resulting from the in clients due to COVID-19 and are expected to unwind as the economy recovers

and those clients rﬁin to employment.

For youth benef@ nts the average estimated future years on main benefit increased from 16.4 to 19.1

years. Most is increase relates to expected future time receiving adult benefits such as JS-WR and

SPS. Av§ timated future years on main benefit for SPS clients also increased from 12.5 to 14.3 years.

In practical terms, this means people are estimated to spend more of their future lifetime to age 65

r ¢ main benefit financial support. The fiscal cost of providing these people with that support is

ated to increase accordingly.

his has related effects for people’s estimated employment, income and hence material wellbeing

outcomes.

Qg/ Figures 2.6 show core modelling results by high-level benefit segments for a range of outcomes.

2019 modelling results are shown for comparison.

The bars represent mean averages. In the future years on main benefit to age 65 and future years in public
housing charts, black lines represent the interquartile range. If all people in each cohort were lined up in

order of their estimated future years on main benefits or estimated future years in public housing, the
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interquartile range represents the quarter and three-quarter points on that line. The median (the mark in

the middle of the black lines) is the half-way point e.g. for JS-WR clients the 2020 estimates show an

interquartile range from 2.5 years to 17.5 years. Another way for expressing this is that the model estimates

that 25% of JS-WR clients will spend less than 2.5 future years on main benefit and 25% will spend more

than 17.5 future years on main benefit over their lifetime to age 65. %

This gives us useful information about the distribution of estimated outcomes within each category. Note
some interpretation points about the interquartile ranges:

= Inevery case, the median average is lower than the mean average (represented by the bars). This Q9
highlights that in each category there is a concentration of people with very high future estimated Q/
years on main benefit (or in public housing).

= For some categories, parts of, or indeed the whole interquartile range are not visible. This i@use
some people have 0 estimated future years on main benefit or in public housing.

Figures 2.6 — Summarised modelling results by high-level benefit category Q E
/
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Average future years in public housing
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% ote: Approximately 15% of main benefit clients are in public housing
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Average future years in public housing- Not currently in public housing — 2020 estimates
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The average future years on main benefit to age 65 chart shows some of the same information as in Table
2.1. For most categories we can infer that the year-on-year increase in the average future years on main
benefit is mainly due to a greater distributional skew towards people with very high estimated future years
on main benefit (because the upper end of the interquartile ranges increase more than the lower end) i.e.

there is greater disparity. s

As an example, the increase is pronounced for YP/YPP clients. 25% of YP/YPP clients are estimated to
spend more than 31.25 future years on main benefit. The modelling can help characterise these clients. %’\.

Other key points to draw from these charts: Q/

= SPS clients have the highest average estimated future years in public housing. This partly reflect
high proportion of SPS clients being in public housing (18%). &

=  Onaverage, JS-HCD clients are estimated to spend a higher proportion of their future lifetime to age
65 earning less than the income threshold than other main benefit categories (excludh@ . This is
likely to have implications for their long-term material wellbeing.

= Year-on-year, the average proportion of future lifetime to age 65 earnings belovﬂf income threshold
has increased for on-benefit categories and decreased for off-benefit categori€s. This partly reflects
the changing profile of clients on benefits (and correspondingly the changi?proﬁle of clients not on

benefit). %
O

2.4  Analysis of change &\

There are many factors built into the modelling that affect esti
modelled outcomes. We can break down and quantify the ¢
change in results from the last modelling round (2019)4‘@

of future benefit receipt and other
ution of different factors to the overall
atest results (2020).

Figure 2.7 shows this breakdown, or analysis of cha r the estimated average future years on main
benefits for people on main benefits at the releva delling date.

Figure 2.7 - 2019/2020 analysis of change - @(ge estimated future years on main benefits to age 65 -

Main benefit clients \
L

13.0

K
12,5 O
&

e future years on main benefit

8.0
2019 result Roll forward  Update client Updated Recognition of Methodology =~ 2020 result
cohort economic experience changes
assumptions
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The average increased from 11.6 years in 2019 to 12.4 years in 2020. This moderate increase masks
significant change factors moving in different directions. The main factors represented by the red and
green bars in the chart are described in Table 2.2.

Note that the analysis was performed in a slightly different order to that implied in Figure 2.7 for ease of
modelling. This also applies to Figure 2.8, Figure 2.9 and Figure 3.6. If the analysis had been performed in
the order implied in Figure 2.7, the numbers would change slightly, but the overall picture would not be
materially different.

Table 2.2 — Description of factors contributing to change in the average estimated future years on main Q/Q"
benefits for clients on main benefits

Factor Commentary Q&
Roll Forward The ‘roll forward’ factor encapsulates how we expected averagﬁ.‘x‘: ated

future years on main benefits to change over the period bet 2019 and
+0.05 years 2020 modelling dates, when we performed the 2019 modéllifig: It

incorporates: <

= Estimated changes to the main benefit client co% between the
modelling dates:
— people we estimated to leave the,ﬁ’0 nefit client cohort
— people we estimated to join thi benefit client cohort

— estimated changes (includ@geing) to people in the 2019 main
benefit client cohort w estimated to also be in the 2020 main
benefit client cohort:

= The forecast evolu@economie assumptions between the modelling
dates

In the 2019 res@stimated a slight decrease in main benefit clients by

the 2020 mo date. This results in a positive roll forward factor because
when che ers reduce, the cohort of clients that remain tend to be less
likely t Q ain benefits. Also the proportion of main benefits clients that

arer ing SLP was estimated to increase (SLP clients have a relatively high
a er@estlmated future years on main benefits).
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Factor Commentary

Updated client cohort  The ‘updated client cohort’ factor reflects how the client cohort actually
changed between the two modelling dates compared to what we expected.

-0.77 years Note that it also incorporates some adjustments we made to the modelling to

Updated economic
assumptions

+0.22 years

Recognition of
experience

+1.15 years

model short-term COVID-19-related economic effects. Conceptually, these
adjustments could be considered to be part of the ‘Updated economic
assumptions’ factor.

The ‘updated client cohort’ factor is dominated by COVID-19 effects. The
influx of new clients in 2020 served to decrease the average estimated futute
years on main benefits. This is mainly because a large portion of the néw
clients receive JS-WR (which has a lower average estimated future yedrs on
main benefits than other benefit categories). Also, new clients tend'fo have
less accumulated benefit history and less prevalence of otherAaetors that
predict long benefit tenure. The economic recovery embeddedvin the
unemployment rate forecast means that many of these,cliénts are expected to
exit main benefits in the short-term.

It is important to note that this factor is likely toinwind if client numbers
reduce as estimated through the forecast ecoffoniic recovery. Those closest to
the labour market will exit main benefits, ifteredsing the average estimated
future years on main benefits amongstpeople who remain in the main benefit
client cohort.

Treasury’s HYEFU 20 forecaspis ised for the modelling unemployment rate
assumption. This forecasts & much higher unemployment rate in the short-
term than that used for 2019 modelling (COVID-19 effects). This is counter-
balanced a little by a slightly lower long-term forecast rate and the fact that
the actual unemployunent rate over the period between the 2019 and 2020
modelling datescwasslightly lower than forecast in 2019.

In the contexbof/clients who are already receiving a main benefit, this had a
moderatéeffétt on average estimated future years on main benefit. Their
short-tefm prospects of finding substantive employment and moving off
benefithas been reduced.

The ‘recognition of experience’ factor reflects the impact of the changes to the
transition rate assumptions in the modelling (mainly entry and exit rates). The
changes reflected some of the significant decrease in exit rates observed pre-
COVID-19.

The size of this factor is very significant and would have been larger had we
reflected even more of the decrease in exit rates in our assumptions.

Also, it does not affect all main benefit clients evenly. It affects the following
cohorts more than others:

*  Young main benefit clients
= Clients with work obligations (mainly JS-WR and SPS)
= Maori main benefit clients.

For example, the equivalent contribution of the ‘recognition of experience’
factor for JS-WR clients is +1.44 years.
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Factor Commentary

Methodology changes = Methodology changes tend not to have a large effect on aggregated modelling
results over large population groups. However, they are rarely exactly neutral.

+0.10 years
The methodology changes made this year include: O

= The introduction of industry code as a predictor for modelled outcomes '\
and a modelled outcome in its own right Q%

= Refinements to the modelling of income Q/

N
While we have shown the analysis of change for the whole main benefit client cohort, the model '{&)utput
allows us to perform this analysis for almost any cohort of interest. For example, in Figure 2.8 Figure
2.9 below, we show the analysis for main benefit clients who have been on main benefits fo

= lessthan or equal to 4 quarters (Figure 2.8) O
/
= more than 4 quarters (Figure 2.9). &
Figure 2.8 highlights how the changing client profile due to COVID-19 counter ces the effect of

recognising pre-COVID-19 experience in the model’s transition rate assu
on main benefit for less than year. For clients who have been on main b
started on main benefit before COVID-19), there is no equivalent co
average estimated future years on main benefits increases signific

ions, among clients who been
or more than a year (i.e.
alancing item and so the

Figure 2.8 - 2019/2020 analysis of change - Average estimate@ure years on main benefits to age 65 -
Main benefit clients who have been on main benefits for 16 n or equal to 4 quarters

&
S
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&
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cohort unemployment  experience changes

< ).0
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Ministry of Social Development TAYLOR FRY 24
Social Outcomes Modelling - 2020 Results Report



IN-CONFIDENCE

Figure 2.9 - 2019/2020 analysis of change — Average estimated future years on main benefits to age 65 -
Main benefit clients who have been on main benefits for more than 4 quarters
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To help illustrate variation in outcomes, we have an example segmentation of people aged 16-65
who are currently not on benefit. It categorises pegc%le into 12 segments based on their:

= Past benefit history x?y

= Recent earned income history \< )

=  Gender. Q

Figures 2.10 shows the same be@t system and public housing results as Figures 2.6, using this example
segmentation. The income orisation is defined as:

7.5

7.0

2.5 Segmentation of people not on be

= Low-income - earp'gu s than the income threshold (52 weeks at 40 hours per week at the minimum
wage) over the last four quarters

. Mid-income@ ning between the income threshold and $60k over the last four quarters

. High-i@ - earning over $60k over the last four quarters.

O
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Figures 2.10 - Summarised modelling results for people not on benefit - 2020 estimates
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Average future years in public housing
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The charts show the spread of estimated future bem’®tsy5tem and public housing use amongst people
currently not on benefit. Vy
e

For example, 25% of low-income female@ ceived a benefit within the last year are estimated to spend
more than 12.5 future years on a mai 6? it. The equivalent figure for high-income females who
received a benefit within the last y &s .75 future years.

The correlation between benefi@ ipt and income is particularly strong. Well over 50% of high-income
earners are not estimated t@nd any future time on a main benefit, even amongst the segment who
received a benefit within.t st year.

These segments could,bgrefined further or a full segmentation exercise performed to more explicitly
differentiate seg by future service use.
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3 Evolution of the public housing system

Key points from this chapter

= Modelling from several years ago suggested a decreasing trend in public housing exit rates as average
IRRS levels have increased and the characteristics of people in public housing have evolved more
towards long-standing tenants. The trend has materialised and is estimated to continue further into
the future.

=  While housing stability is important, this slowing turnover creates challenges. Together with
increasing numbers of applications and increasing need assessment scores amongst applicants, this
has created a large increase in the number of people on the public housing register and ari{incCrease in
the waiting time until housed.

=  While the register size is hard to predict with accuracy, without material increases in‘exit rates,
material increases in public housing stock or a material decrease in the numbe# of,people moving onto
the register, it is likely to continue to grow.

In this chapter we analyse how the public housing system has changed qQ¥&x the last two to three years and
what this means for public housing use and cost in the long term.

We describe:

= where the system was at in early 2018

= what has happened between then and 30 September 2020
=  where the system is at by 30 September 2020

= what this means for system performance and outcomes for individuals.

31 The public housing sysfepY in early 2018

In early 2018 there were about 7,900 households on the public housing register, of which about 75% were
assessed as priority A. There weféabout 179,000 people in a public house.

The public housing system Was,exhibiting a long-term trend of reduced exits in conjunction with
increasing average Income’Related Rent Subsidy (IRRS) and increasing average age of tenants (more so
than the general population). Tenants were increasingly far away from being able to afford private market
rentals (i.e. increasinig Income Related Rent Subsidy).

3.2 WAt has happened between early 2018 and September 2020

Sinceearly’2018, the public housing system has seen some significant changes. The number of public
houses/has steadily increased from about 66,600 in March 2018 to about 72,100 in September 2020. About
50%0f the increase in public houses has come from community housing providers (CHPs).

The number of people in a public house in September 2020 was about 176,000. The number has decreased
since early 2018, despite an increase in public housing stock, because the average number of people per
household has decreased.

The increase in public housing supply has been significantly outweighed by an increase in demand. By
September 2020, the public housing register had grown to about 21,400 households. This is an almost
three-fold increase since early 2018. 90% are priority A. The growth in the register has been skewed to
outside of Auckland.
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The register has continued to grow because of:

= Increased numbers of public housing applications, particularly from outside of Auckland. Helping
current tenants in existing private market rentals to sustain their tenancies is a focus area of work for
MSD and the Ministry of Housing and Urban Development.

= Very low exit rates from public housing meaning a lower proportion of households on the register can %
be housed in a public house. \Q
Public housing applications are scored in five domains: Q-%

= Affordability - Whether the household can afford to rent suitable housing privately. AQ/

= Suitability - Whether the household’s current property is safe and suitable for their medical (&
physical needs.

= Adequacy - Whether the household’s current situation is adequate (property’s physicQo_?&tion,
size, access to basic living facilities etc). Q

= Accessibility - How difficult it is to find a private rental that meets the househo)Qﬁeeds.
= Sustainability - Whether the household could manage long term in a priva§ gplal.

Figure 3.1 shows average application domain scores over time. They are shown for Auckland, though the
patterns are very similar outside of Auckland. The higher the score the hi the assessed need.

Figure 3.1 - Average SAS domain scores by applications in each qud@ Auckland

0.5

o X

2014 2015 2016 2017 2018 2019

—Afforng_Adequacy Suitability === Sustainability === Accessibility

Note: Cha e made to the assessment process in 2016/17 with specific impacts on Adequacy and
Suitability s S

A@ adequacy, suitability, sustainability and accessibility scores have steadily increased since 2017. So,
1 as increasing numbers of applications, the average assessed need seems to be increasing across

?;%st domains. This may partly reflect changes to the assessment process to better recognise the

circumstances of people who are homeless, in emergency housing, have multiple and complex needs
and/or are experiencing family violence.

Use of related housing supports has also increased, with the number of households or people accessing
alternative housing when in urgent need (transitional housing and Emergency Housing Special Needs
Grants) or accessing support to stay in their current house (Accommodation Supplement and Temporary
Additional Support) all increasing significantly.
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Add to this, increasing average IRRS among public housing tenants, and we see that the collective
government housing support system is experiencing higher demand.

The effects of COVID-19 on the public housing system are less clear than for the benefit system. The
housing register has continued to increase in 2020, though it is hard to distinguish between the long-term
increasing trend and any COVID-19 effects.

3.2.1  Policy changes

In Appendix A, we describe policy changes impacting the public housing system. The key policy changes
since early 2018 were:

= Public Housing tenancy reviews — Suspended in March 2018 before recommencing in February%2019
with expanded exemption criteria, paused again during COVID-19, and restarted in February2021.

= Healthy Homes Guarantee Act 2017 and subsequent Residential Tenancies (Healthy Homes
Standards) regulations 2019 covering rental properties. The standards cover heating, insulation,
draught stopping, ventilation, moisture ingress and drainage. Full compliance is¢equired for all rental
homes by 1 July 2024, with phased compliance for landlords from 1 July 2021 (Private landlords have
to comply within 90 days of new or renewed tenancies).

=  Changes to the KiwiBuild programme, First Home Loans, the KiwiSaver-HomeStart Grant and the
Progressive Home Ownership Scheme.

= Reform of the Residential Tenancies Act 1986 — The Residential Tenancies Amendment Act 2020
became law on 11 August 2020 and most of the changes came into effect on 11 February 2021,
including the changes to improve security of tenure. The flrange limiting rent increases to once every
12 months came into effect earlier, on 12 August 2020.

= COVID-19 response package - including:

— temporary changes to the Residential Tenanties Act 1986, including significant restrictions on
tenancy terminations for the three moaths to 25 June 2020, and a rent increase freeze for the six
months to 25 September 2020, and

— assistance to cushion the economicjimpact of COVID-19, which supported renters who were
struggling to meet rent paymgents (including wage subsidies, increased Winter Energy Payments
and temporary changes to‘the'Rent Arrears Assistance Housing Support Product).

3.2.2  Tenant movem@&gts — Transition rate experience

If sustained, a change ifa entry rates and/or exit rates to the public housing system can have significant
long-term implicatiens.

The modelling of¢ime on the public housing register and time in public housing operates by estimating
these rates, informed by past experience and future forecasts for factors such as income and rental growth.
We analyse\thie past experience in detail. Figures 3.2 shows transition rates up to the end of 2019 i.e. before
any effectsfrom COVID-19.

Sotneof the change has been reflected in the assumptions for our modelling, with significant effects on
modelled outcomes.
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Figures 3.2 - Historical quarterly public housing transition rates (seasonally adjusted)
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Exit rates out of public housing have co along-term downward trend. This is primarily a
compositional effect, caused by a co% on of compounding factors:

opulation have increased significantly - more
tially more for main benefit clients than other
bility to register applications may be a contributor

= Increasing levels of IRRS du ents growing at a faster rate than incomes/benefits. Tenants who
are further away from beln.l to afford the private market are less likely to exit.

= Increasing average Wtenants. All else being equal, older tenants are less likely to exit.

= Increasing aver ration in public housing. All else being equal, the longer people have been in

public housin less likely they are to exit
Increased entr to the public housing register and decreased exit rates have caused the public
housing regi Qo grow quickly.

The numbertof bedrooms needed by households is also changing - see Figures 3.3. 45% of households on
the registef require a one-bedroom dwelling, up from 37% five years ago. Only 13.5% of Kainga Ora’s
h@ stock is one-bedroom. The sizing mismatch between the public housing stock and the need of
@ eholds on the register is increasing.

«X
N/
&
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Figures 3.3 - Historical quarterly profile of the public housing register by number of bedrooms required

Register by no. of bedrooms — Auckland
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3.2.3  Other system-related experience

Register by no. of bedrooms - Non-Auckland
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Figures 3.4 - Historical quarterly public housing experience (seasonall ted)
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Figures 3.4 highlight some core dynamics of the public housing system - there is a long-term trend of

slowing movements in and out of the system:

= Decreasing number of household exits despite an increase in the number of public housing places.

This may in part be due to operational changes.

= Decreasing proportion of register households being housed reflecting:
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— Asignificant increase in eligible households applying for public housing
— The decrease in the number of household exits

Over the last four years, the proportion of households housed from the register each quarter has more

than halved from about 20% to under 10%. This decrease has been more significant outside Auckland.

The non-Auckland rate is now lower than the Auckland rate - the first time this has happened, based %
on available data going back to 2008. 0

= Increasing average IRRS - This has maintained its steady upwards trend, almost doubling over the @
last 10 years. IRRS calculations are based on market rents, so this upward trend is in line with Q/
increasing rent trends nationally.

= Increasing average age of tenants (more so than the general population). This trend has fl (&@d in
the last 5 years, but is still increasing. The median average age of primary tenants is now

(compared to 51.25 a year ago and 50.5 five years ago). %_
to continue

The flow of people in and through the public housing system is slowing down and is ex
to do so with current policy and service settings for at least as long as rents grow faaﬂfhan
incomes/benefits.

3.3 What this means going forward %

We have made some changes to our modelling assumptions to reﬂeg@vexpenence highlighted in Figures
3.2, Figures 3.3 and Figures 3.4.

Table 3.1 shows core public housing lifetime results by hlgh %ousmg segments, with comparisons to
last year’s modelling results.

Table 3.1 - Summarised public housing modelling re by high-level housing category

Ave. future yearsin

Average Age

Segment public housing
2019 2020 2019 2020

<<D rity A 39.4 39.8 8.4 8.8
|or| y B and Other 43.4 44.3 5.9 6.1
Sub total 40.1 40.4 8.0 8.4

Child in the household . . . .
Le; E(s\e/IRRS>$150 o 34.5 34.9 18.1 198
G ¢ No child in the household 44.2 43.5 16.0 16.9

recipients, —

Child in the household . . . .
e ) loser / IRRS < $150 i | : u 35.5 36.3 14.4 16.5
No child in the household 45.0 42.7 13.2 14.3
Sub total 38.8 38.8 16.8 18.2
158 D AT IRRS 65+ 63.5 63.6 9.8 10.1

pritnary aged >65

Receiving AS 44.2 43.2 2.5 2.5
Restof the Not receiving AS 46.9 475 0.4 0.4

Ee e ot receiving . . . .
Sub total 46.7 47.0 0.5 0.6
46.6 46.9 1.0 1.1

Note that the average ages are based on all people in public housing aged 16+.

The average estimated future years in public housing has increased for households currently in public
housing, significantly so for households with children. For example, for households with primary tenants
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under the age of 65, with children in the household and IRRS greater than $150, the average has increased
from 18.1to 19.8 years.

In practical terms, this means people are estimated to spend more of their future lifetime in public
housing, with increased average lifetime IRRS payments. It also means less opportunity for households on
the register to be moved into suitable public housing quickly. S

The register is estimated to continue increasing, albeit at a more moderate pace than during the last few .\
years. By September 2025 the register (excluding the transfer register) is estimated to reach about 25,000 %
households. However, the register size is dependent on lots of factors, some of which are hard to predict, Q—
The key message is not so much the estimated number, but the likelihood that the number of househ%1§/
applying for public housing will remain high, the number of exits will remain low, and so the register

will increase. ’{

There is also likely to be an increasing mismatch between the size of the households on the re and the
size of available public housing places, with increasing numbers of single people on the r

Figures 3.5 show core modelling results by high-level housing categories. /,

As is the case for Figures 2.6, interquartile ranges and median averages are also s@n. 2019 modelling
results are shown for comparison. v

Figures 3.5 - Summarised modelling results by high-level housing categ@

Average future years on main benefit@e 65
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N |

b4 : : W 2020 estimates

Under 65, IRRS < $150, Child in F@ ) 02019 estimates
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R | !
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Average future years on main benefits to age 65 — Currently on main benefit - 2020 estimates
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Average future years in public housing
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Threshold = 52 weeks at 40 hours per week at the minimum wage (increased with average wage growth) - $39,312 in 2020.

0/ These charts highlight information about the distribution of outcomes and how that has changed year-on-
Q— year.

For example, the average estimated future years in public housing for the ‘Under 65, IRRS >$150, Child in
House’ category is 19.8 years. However, the highest 25% of that category are estimated to spend more than
32.25 future years in public housing. The lowest 25% are estimated to spend less than 4.5 future years in
public housing. As for any category, the modelling can help characterise these tenants.
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Whereas estimated average future time in public housing has significantly increased for the categories of
people currently in public housing, it has only marginally increased for those on the register. This is partly
because of the decreasing rate of households being housed from the register. Average future years on main

benefit has increased for those on the registe

3.4  Analysis of change

T.

In this section we describe the contributing factors to the change in average estimated future years on
public housing for current tenants at the relevant modelling date — see Figure 3.6.

Figure 3.6 - 2019/2020 analysis of change - Average estimated future years in public housing - ngen

tenants (aged 16+)
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The average increased from 5.@ rsin 2019 to 16.6 years in 2020. The main factors are described in

Table 3.2.

RS
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Table 3.2 — Description of factors contributing to change in the average estimated future years in public
housing — Current tenants (aged 16+)

Factor

Commentary

Roll Forward

+0.43 years

Updated client cohort

+0.05 years

Updated economic
assumptions

+0.02 years

The ‘roll forward’ factor encapsulates how we expected average estimated
future years in public housing to change over the period between the 2019 and
2020 modelling dates, when we performed the 2019 modelling. It
incorporates:

= Estimated changes to the public housing cohort between the modelling
dates:

— people we estimated to leave public housing
— people we estimated to enter public housing

— estimated changes (including ageing) to people in,the'2019 public
housing cohort who we estimated to also be in the\2020 public
housing cohort.

= The forecast evolution of economic assumptiens between the modelling
dates. Notably rental growth relative to inceme growth.

The increase stemming from this factor i§mainly because the public housing
population is estimated to increase in dyerage age and average duration in
housing, and average IRRS was estigndted to increase. These are all factors
which serve to increase average €stithated future years in public housing.

The ‘updated client cohort’fdctor reflects how the client cohort actually
changed between the twonedelling dates compared to what we expected.
This includes how IRRS levels changed.

The small contrijbytien of this factor to the change in average estimated future
time in publi¢’hotising highlights the fact that the tenant cohort is highly
predictable fcom one year to the next. The tenant cohort does not change
much o¥etshort periods of time. While housing stability is important for
tenarts, this is somewhat problematic because the needs of households on the
registet are relatively high.

We used Treasury’s HYEFU 20 forecast for the modelling unemployment rate
assumption. This forecasts a much higher unemployment rate in the short-
term than that used for 2019 modelling (COVID-19 effects). This is counter-
balanced a little by a slightly lower long-term forecast rate and the fact that
the actual unemployment rate over the period between the 2019 and 2020
modelling dates was slightly lower than forecast in 2019.

The effect of economic assumption changes on estimated public housing use
is far less significant than for the benefit system i.e. tenants’ propensity to exit
(and potentially re-enter) public housing is not significantly affected by the
economy. The exception being the relativity of assumed rental growth to
assumed income growth. However, this did not change materially.
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Factor

Commentary

Experience and
methodology

+0.85 years

The ‘Experience and methodology’ factor reflects the impact of the changes to
the transition rate assumptions in the modelling (exit rates) and methodology

changes.
S

We decreased public housing exit rates to reflect observed experience. This is \
the main reason for the 0.85 years increase. Changes to assumed rates of %
benefit entry and exit also had a second-order effect. Qg-

The methodology changes made this year include:

= The introduction of industry code as a predictor and modelled o%(ne

= Refinements to the modelling of income ?\
These were broadly neutral in their effect on average estima@ﬁre years in
public housing. s

N

All other things being equal, average estimated future years in public housing f% nts in public housing

will continue to increase if rents continue to grow faster than incomes and the t

ant cohort continues to

increase in average age and duration in public housing. Without large incr in the public housing stock
this will further limit opportunities to place households on the register ititg public housing.

Ministry of Social Development

TAYLOR FRY 39

Social Outcomes Modelling - 2020 Results Report



Cohort-level results



v
&

@ 15%
%0% 10% I
QS 5% I I 5%
0% I 0% .
o el Te) ~ [Te}
- 5 ™ -

IN-CONFIDENCE

4 Distribution of outcomes

Key points from this chapter %

= Estimated future years on main benefits has increased significantly for YP/YPP clients. Their ,\
employment prospects can be affected beyond the economic downturn due to reduced employment %
now. Early adulthood benefit receipt is a strong predictor of benefit receipt in the future. Q.

= Itisimportant to consider how these clients’ prospects can be improved through MSD services a;QQ/
employment assistance programmes, particularly as they age out of YP/YPP and into other benefit
categories (mainly JS-WR and SPS).

= On average, long-term employment prospects for those already on JS-WR at the start o@_@? have
worsened significantly.

= The modelling could be used to characterise which people currently not in the erfit system are most
likely to experience unemployment and need financial support in the future. (J

=  The modelling could also be used to inform the assessment of new clients f&?ervices and
programmes when they apply for a benefit. Collecting information ab%m applicant’s income and
employment history prior to applying for a benefit would enhance the strength of the assessment.

= Some estimated outcomes vary by the industry (or last industr X'rson was employed in. For
example, nearly twice as many JS-WR clients with last 1ndu ry0f employment code ‘Transport, postal
and warehousing’ are estimated to spend the next four s out of work, compared to JS-WR
clients with last industry of employment code ‘Agrlctl&'forestry, fishing and mining’.

In this chapter we describe results at a more detaile Kl including distributions of estimated outcomes
and how they have changed. We also describe a wider'set of results including health, justice and
education-related outcomes.

4.1 Distribution of futu s on main benefit

Figures 4.1 show the dlstrlbuu es imated future years on main benefit for SPS and YP/YPP clients.
These benefit categories are h because they show the greatest level of year-on-year change. Charts for
other benefit categories ¢ ound in Appendix B.

Figures 4.1 - Distribuﬁsq f estimated future years on main benefits to age 65

Q/z SPS YP/YPP
30% : 30%

25% 25%
20 20%
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42% of SPS clients are now estimated to spend over 15 future years on main benefits. This is up from 34%
in the 2019 estimates. Correspondingly, the proportion estimated to spend less than 10 future years on
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main benefits has decreased. This change in distribution primarily reflects changes made to the SPS exit
rate assumption in the modelling in response to observed experience pre-COVID-19 (see Figures 2.3).

The change in distribution for YP/YPP clients is more pronounced. The change reflects:

= The strength of early adulthood benefit receipt as a predictor of future benefit receipt. We have
adjusted our modelling for pre-COVID-19 experience and elevated levels of youth unemployment in
2020 (and forecast in the near-term). Consequently, YP/YPP clients are estimated to accumulate more
early adulthood benefit history than estimated in 2019. This increases our estimates of benefit receipt
over their future working lifetimes significantly. Their employment prospects may be harmed beyo
the economic downturn due to reduced employment prospects now.

= The impact of lower exit rates assumed in the modelling accumulating over their long future kaing
lifetime period (45-49 years).

There is likely to be an increasing proportion of people aging out of YP/YPP and into othe Meneﬁt
categories (mainly JS-WR and SPS) with limited work experience. It is important to congi how these
clients’ prospects can be improved through MSD services and employment assistan,cqyf rammes.

In section 2.2.2 we highlighted how the client mix in the benefit system populatio(?anged in 2020 as
COVID-19 affected the labour market. Our modelling date is 30 September 202?;1 the effects of COVID-
19 on the benefit system started to appear in the first quarter of 2020. This@b seen when comparing
the distributions of estimated future years on main benefits for people v@ arted receiving JS-WR before
and after the start of 2020 - see Figures 4.2.

Figures 4.2 - Distribution of estimated future years on main b@*ﬁo age 65 - JS-WR
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The first chart shows the distribution for all JS-WR clients. Despite the decrease in exit rates discussed in
section 2.2.3 (and associated changes in our modelling assumptions), the distribution has not changed as
much year-on-year as it has for SPS and YP/YPP clients. However, when we compare the year-on-year
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changes in the distributions for people with greater than three quarters or three or fewer quarters

continuously on benefit, there are clear differences. The distribution for clients with less than or equal to 3

quarters continuously on benefit has shifted towards shorter future estimated years on main benefits (< 5

years). The distribution for clients with more than 3 quarters continuously on benefit has shifted towards

longer future estimated years on main benefits (> 15 years). Long-term employment prospects for those

already on JS-WR at the start of 2020 have worsened significantly. %

In a practical sense, this means that there is greater disparity in benefit system outcomes, and
understanding the characteristics of clients who are more or less likely to need services and employment Q'%
assistance programmes is arguably more important now than ever. The modelling can help with this.

4.2  Estimated employment status and income <(&
In this sub-section we look at estimated employment status and income for: Qy
= JS-WR clients < )

Ve

= A group of people not receiving a benefit, but with a relatively high likelihooc(i)c‘fjﬁceiving a benefit in
the future - this group has been defined by their recent main benefit and irv history.

For each population group we show a comparison group scaled to have th e'age, gender and
prioritised ethnic group distribution as the population group. This cont@ r differences in demographic
composition and gives more meaningful comparisons. ,<\

4.2.1 JS-WR clients ?\

The comparison group covers working-age people who a Q n a main benefit.

61% of JS-WR clients are estimated to spend at least % e next 10 years out of work. For many clients
in this 61%, the estimated time out of work is mad ultiple periods. This highlights the value of
supporting clients into sustainable jobs with career thways

Similarly, 69% are estimated to spend at leas of the next 10 years with a total income below the
minimum wage threshold. While indivicﬁ{ el income is not as good a proxy for material wellbeing as
household income, this implies a sig%ﬁg proportion of JS-WR clients will experience persistent

financial limitations. Q
Figures 4.3 — Estimated em% t outcomes and income over the next 10 years
Experience time o@rk* Total quarters out of work — Distribution
100% 98% Q— 50%
60% 30%
0,
40% 20%
m B
0% e -
% 0% . 1 5-10 11-20 21-39
6* JS-WR Comparison n JS-WR Comparison
% *Note: time out of work refers to someone not being employed for at least a quarter. Employment status is based on whether someone
Q_ has earned more than the equivalent of the minimum wage for 20 hours per week in the quarter.
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Some time with total income Total quarters of total income below threshold — Distribution
below threshold
100% 99% 60%
0,
80% 8% %
o Q)

60%

40% 1.3x 0% Q_%
] B¢
° 0% J— | | -

0% . 1 2-4 5-10 11-20 21-39 ,Q)
JS-WR Comparison ®JS-WR Comparison Q

Note: Total income includes earned income, benefits, Working for Families Tax Credits and the effective boost to in@ IRRS.
The income threshold is based on 52 weeks at 40 hours per week at the minimum wage (increased with average wth) - $39,312

p.a.in 2020. &/

4.2.2  People not on benefit with high likelihood of receiving a ben%m the future

The population group covers working-age people who are not receiving fit, have some main benefit
history in the last 5 years and had non-zero income below the minim e income threshold in each of
the last four quarters. The comparison group covers working-age ptﬁe ho are not receiving a benefit
and not in the population group - see Figures 4.4.

Figures 4.4 - Estimated employment outcomes and incomeOxe€¥ the next 10 years
Experience time out of work gQ ;arters out of work - Distribution
100% 87% 40%
80% 30% ?\
60% 48% ( \'
40%
0% O" -
Low income Comp@ 5-10 11-20 21-39
NOB ,Qz\ [ ] Low income NOB Comparison
Some time witlrtotal income Total quarters of total income below threshold — Distribution
below hold
100% ° 50%

80% 64% 40%

@ 30%
%% 20%
v 20% 10% . I
% 0% 0, ~— -
%\/ Low income  Comparison 1 5-10 11-20 21-39
Q_

NOB u Low income NOB Comparison

The population group covers low-income workers. Most (87%) of the group are estimated to spend some
time out of work in the next 10 years, with a third estimated to spend at least half the next 10 years out of
work.
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A key point to take from this is that while MSD does not traditionally tend to work with people not in the
benefit system, the modelling can help characterise people that are most likely to experience
unemployment in the future. This is also relevant for assessing new clients when they apply for a main
benefit. The modelling can help characterise which people are likely to have the most difficulty
reconnecting with the labour market.

Specifically, prior income is one the best predictors of future employment amongst new benefit system
clients. The assessment process could be enhanced if prior income information was collected through the

application process.

4.3

Industry of employment

The modelling was enhanced this year to include modelling of people’s industry of employment.We used
the Australia and New Zealand Standard Industrial Classification 2006 (ANZSIC06) codesawhich classifies
employment into 19 categories. These are:

Agriculture, forestry and  Mining

fishing

Wholesale trade
Information media and
telecommunications

Administration and
support services

Arts and recreation

Retail trade
Financial and insurance
services

Public administration
and safety

Construction

Manufacturing
Accommodation and
food services

Rental, hirinng.and real
estate services

Education and training

Other services

Flectricity, gas, water
and waste services

Transport, postal and
warehousing

Professional, scientific
and technical services

Health care and social
assistance

services

For the purposes of modelling, we combineg:

= Agriculture, forestry and fishipg'With mining

= Professional, scientific and technical services with administration and support services
= Arts and recreation sexviCes with other services

This was done to reduce,thie complexity of the modelling and is consistent with Stats NZ’s approach. We
also added a category for people with earned income, but no industry data. This includes people receiving
Student AllowanCe and ACC weekly compensation (which are included in our definition of earned
income).

Adding industry of employment to the modelling (and specifically last industry of employment for people
unemployed and on main benefits) has enhanced our ability to estimate future employment outcomes,
bené€fitjreceipt and income.

In Figures 4.5, we show the estimated number of quarters employed in the next four quarters for JS-WR
clients by their last industry of employment. We show two examples to highlight differences in estimated
near-term employment outcomes.
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Figures 4.5 — Estimated number of quarters employed in the next 4 quarters —JS-WR clients by last
industry of employment

Agriculture, forestry, fishing and mining Transport, postal and warehousing
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Nearly twice as many JS-WR clients with last industry of employment code ‘Trafisport, postal and
warehousing’ are estimated to spend the next four quarters out of work ed to JS-WR clients with

i

last industry of employment code ‘Agriculture, forestry, fishing and mi .

Prior employment history is likely to reflect clients’ skills and capability. In thinking about employment
services for clients (e.g. industry training and wage subsides), c deration should be given to industries
that offer transferrable skills, more stable employment and Qe- otential for career pathways.

Industry code has a strong correlation to people’s ihood of entering the benefit system and receiving a
main benefit. Figure 4.6 shows estimated maim{e}leﬁt entry rates over the next 10 years for a selection of

industry codes. \?*

4.3.1 Benefit system entry

Figure 4.6 — Estimated quarterly mai g-e*it entry rate - By industry of employment
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The chart highlights:

=  Significantly different main benefit entry rates by industry code, with rates for ‘Financial and
insurance services’ being about one-third of rates for ‘Accommodation and food’.

= Differing estimated effects of economic recovery on main benefit entry rates. For example, rates for
‘Electricity, gas, water and waste services’ are estimated to nearly half by 2026, whereas rates for S
‘Accommodation and food’ are only estimated to decrease by about 30%. .\Q
4.3.2  Future income estimates Qg-

We also show future income estimates over the next 10 years by industry code in Figure 4.7.

Figure 4.7 - Estimated average quarterly earned income (nominal amounts) - By industry of en‘@hent

$35,000 QQ-?\
&/
$30,000 (/

$25,000

$20,000

$15,000 \&v
$10,000 W

$5,000 ®

$0 y
2020 2021 2022 2023 \v? 2025 2026 2027 2028 2029
== E|ectricity, gas, water and w l@sfvices === Construction
Financial and insurance iC Retail trade
A%a ty = AccOmmodation and food

== Public administration
Note that the differences in tiQed average quarterly earned income reflect a combination of differing
income levels and differin age hours worked.

Differing levels of esti&e income are entirely expected, as is the general upwards trajectory. However,
it is useful to note iffering levels of estimated increases in income over the next 10 years. This ranges
from 12.0% for ‘& administration and safety’ to 36.5% for ‘Accommodation and food’. Exactly how

average no arned income level will vary in the future will depend on a number of factors including:

. Inﬂ@ and other economic factors
= rage hours worked
Qkabour market legislation including minimum wage levels

Changing profile of employment within industry codes, including labour market factors such as the
potential for an increased level of automation.

<
N/
&
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5 Results by current MSD region

Key points from this chapter

= There are significant differences in the proportion of regional populations accessing benefits and the

O%

public housing system 6\'

=  Amongst those currently receiving a main benefit and/or in public housing, there is relatively little %
regional difference in estimated future years on main benefits and/or in public housing. A

=  Understanding rural/urban differences within regions could help understand these dynamics’better. It
could also help inform the extent to which MSD resources should be focussed on connectj eople to
jobs or focussed on people’s skills, capability and specific barriers to employment.

= Enrolment in tertiary education amongst JS-WR clients is high across all regions. F@e work is
required to understand the effectiveness of this investment in improving employinént and career
prospects.

)
In chapters 2 to 4, we mainly covered modelling results at a national leve @ﬂs chapter we explore
regional differences in the modelling results. \

5.1 Future benefit receipt and public housi se

Figures 5.1 show regional heat maps for the proportions @t'ple who are on main benefits and/or in
public housing (or on the register).

Main benefit receipt is particularly concentrated 1@\1 orth Island (excluding Auckland and Wellington).
Notably Northland and the East Coast. Auckland and Wellington regions, and the South Island have
relatively low proportions, reflecting large u%'ob markets and low unemployment in the South Island

more broadly.
Conversely, public housing stock (av@&g use) is more concentrated in Auckland. East Coast has the
highest proportion of population Q 6 and over on the public housing register (1.9%).
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Figures 5.1 — Proportion of population on main benefits and in public housing at 31 March 2020

% of working-age population on main benefits % of population aged 16+ in public housing

or on the register %
- 22.0% :

% of population aged 16+ in public housing Q % of population aged 16+ on the register
I 1.9%

. -
. 1.2%

igures 5.2 show how the average estimated future time on main benefits and in public housing varies
from region to region. The regional spread of these averages is much narrower (1.6% for main benefits;
2.9% for public housing) than the regional spread of the proportions of people on main benefits and/or in
public housing (10.8% for main benefits; 4.8% for public housing).

Notably, Northland has one of the lowest average estimated future years on main benefits and/or in public
housing. Whereas, it has one of the highest proportions of people on main benefits and/or in public
housing.
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Figures 5.2 — Average future estimated years on main benefits and in public housing

Average estimated future years on main benefitsto  Average estimated future years in public housing - Os
age 65 - Current main benefit clients Current public housing tenants aged 16+

k0 \T\uw\

‘%\%
5

B 114

These heat maps tell us that: §

= There are significant differences in the proportions of regional populations accessing benefits and the
public housing system e.g. 22% of the % nd’s working-age population are on main benefits
compared with 11.2% for Southern.

= Amongst those currently receivi%}main benefit and/or in public house, there is relatively little
regional difference in estim Qf ure years on main benefits and/or in public housing.
There may be several factoréi; ncing this, including:
s of public housing availability.

=  Variations betwee,n@Q
= Asignificant proportion of the main benefit population (SLP clients aside) whose barriers to

employmen depend significantly on the dynamics of their local labour market i.e. their likely
future be ceipt does not depend heavily on where they reside.
Further isneeded to understand if these factors are actually influencing outcomes.

Adding a‘sdral/urban indicator or scale as a predictive variable in the modelling could help with
u@anding this dynamic.

@.1 Differences by prioritised ethnic group

There are demographic differences between regional populations. Table B.1 in Appendix B shows age,
gender and prioritised ethnic group distributions for the total working-age population and JS-WR client
population in each region. The key points to take from this table are:

= The populations in the main urban centres (Auckland, Wellington and Canterbury) are a little younger
than other regions. However, overall there is not much regional variation in age distributions in both
the total working-age population and the JS-WR client population. Similarly, there is little regional
variation in gender mix.
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= Auckland has a much higher proportion of its population who identify as Asian (29%). All other factors
being equal, Asians have much lower average estimated future years on main benefits than other
prioritised ethnic groups. This significantly reduces the average for Auckland as a whole. Figures 5.3
show that for each prioritised ethnic group, Auckland’s average is fairly similar to other regions.

= Arelatively high proportion of populations in the Bay of Plenty (27%), Northland (32%), East Coast S
(29%), Taranaki (22%) and Waikato (20%) identify as Maori. Maori are over-represented in the JS-WR O
client population in all regions by as much as 3x. 6\.

Because of these demographic differences (and others), side-by-side regional comparisons can be Q-

misleading. To control for ethnicity, Figures 5.3 show average future estimated years on main benefit fi Q/

JS-WR clients by prioritised ethnic group.

Figures 5.3 — Average future estimated years on main benefits to age 65 - JS-WR clients by pris&sed

ethnic group Q
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Canterbury I —
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Pacific Peoples
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Figures 5 % us that average estimated future years on main benefits:

= Is mueh higher for Maori on average across all regions, and much lower for Asians on average across

@egions.
%QV aries less by region for Maori. There is only 11% variation from the highest region (Canterbury - 15.7
v years) to the lowest region (Taranaki — 14.0 years). Equivalently, this variation is 19% for Europeans,
Q/ 20% for Pacific Peoples and 30% for Asians. Similar to comments in the context of estimated future
\/ years on main benefits covering all prioritised ethnic groups, there may be several factors influencing

Qg/ this, including:

— Maori having a different geographical profile within regions compared to other prioritised ethnic
groups e.g. higher proportion living outside of urban centres.

— Maori having a higher proportion of their JS-WR population whose barriers to employment do not
depend significantly on the dynamics of their local labour market (and hence region).
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Further work would be needed to understand if these factors are actually influencing outcomes. Again,
adding a rural/urban indicator or scale as a predictive variable in the modelling could improve
understanding of this dynamic.

Note that the modelling infrastructure can be used to show how an estimated outcome (such as future

benefit receipt) varies by a particular variable while holding all other variables constant i.e. partial %
dependence analysis. Performing such analysis would give a more precise understanding of how average 0
estimated future years on main benefits and/or public housing varies by factors such as region and \
ethnicity. Q.@
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6 Results by ethnicity

Key points from this chapter %

= Most of Maori and Pacific Peoples’ over-representation in the benefit system cannot be fully explained ,\
by differences in age-gender distribution.

= Pacific Peoples’ over-representation in the public housing system is across all regions and not just Q/Q -
Auckland, where most Pacific People reside.

= Disparities between Miori and other ethnicities in terms of estimated future years on main b f1ts
have widened. About 25% of male, Maori, JS-WR clients aged 20-30 are estimated to spen, east 30
future years on main benefits.

(\

In this chapter we explore differences in the modelling results by prioritised ethmc&ﬁp

6.1 Future benefit receipt and public housing use ?‘

Maori and Pacific Peoples are over-represented in the main benefit pq&o.lon and correspondingly
Europeans and Asians are under-represented- see Figures 6.1.

a higher proportion of young people amongst their workin, opulations. For example, 38% of

Differences in age distribution account for some of the over-re ?ﬁtatmn. Maori and Pacific People have
working-age Maori and 38% of working-age Pacific P(:g@é aged 16-30, compared to 25% and 32% for

Europeans and Asians respectively. Younger people a e likely to access main benefits.

However, most of the over-representation cannot& lained by differences in demographic
characteristics.

Pacific Peoples are significantly over-repr wn the public housing system. This is true of all regions
and not just Auckland where most Paciféple reside.

Figures 6.1 - Proportion of populz@o main benefits and in public housing by prioritised ethnic group

Proportion on % neﬁts Proportion in public housing

35% 35%
30% 30%

25% 25%
20% Q/ 20%
15% Q 15%

10% 10%
o% m o l
0% — | |

NZ Maori Asian Pacific NZ Maori Asian Pacific
European Peoples European Peoples
Note: working-age population Note: 16+ population

Amongst people currently on main benefits and/or in public housing there are also significant differences
in estimated outcomes.

Figures 6.2 show estimated future years on main benefits and estimated future years in public housing by
prioritised ethnic group. This is shown for a whole benefit category (JS-WR) and all public housing
tenants. Charts are shown for combined ages and genders (top charts). For illustration purposes we also
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show results for male JS-WR clients aged 20-30 (bottom charts). This controls for most of the age and
gender profile differences between prioritised ethnic groups.

Figures 6.2 — Estimated outcomes by prioritised ethnic group — Darker bars = 2020 estimates, lighter bars

= 2019 estimates S

Average future years on main Average future years in public housing -

benefits to age 65 - JS-WR Current tenants 6\'
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veor M L oo, I —

sian 1 ’\,s oo I

I ]
Estimated average future years on ma;’g enefits is much higher for people identifying as Maori. For

example, the average for 20-30-yea ale, Maori JS-WR clients is 18.1 years, compared to 13.5 years for
Pacific Peoples and 10.7 years for Edropeans. Averages for Maori have increased from the 2019 estimates
more than for other prioritised ic groups. About 25% of male Maori JS-WR clients aged 20-30 are
estimated to spend at least @ture years on main benefits.

Conversely, estimated e future years in public housing is lower for people identifying as Maori than
for other prioritised ethnic groups. Amongst male JS-WR clients aged 20-30, the average for Maori is
similar to Europ, 1.5vs. 10.2 years respectively) and much lower than for Pacific Peoples (14.8 years).

The differin, @ res for the benefit and public housing systems by prioritised ethnic group are
interesti her work would be required to understand this dynamic.

To help with this it would be useful to investigate people’s pathways with respect to employment, benefit
: earnings and other outcomes before and after they exit public housing, and how these differ by

itised ethnic group.
Q,E
Q/
Q
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Appendix A Policy changes

A.1  Benefit system policy changes

Main benefit rate indexation — 1 April 2018 O E
After-tax rates of main benefits were increased on average 1.36% in line with the movement in the 6\‘
Consumer Price Index (CPI) excluding tobacco over the 12 months to 31 December 2017. Q—

X

Families Package — April - July 2018 &
The Families Package encompassed a range of changes to the benefit system and tax credit su@ts aimed

at supporting families:

= Increased Accommodation Supplement (AS) rates and movement of locations betw: e4 MSD AS
areas. Accommodation Benefit also increased. /

= Winter Energy Payment introduced for all main benefit clients and superanntitants to help with the
cost of heating homes during the winter.

= Best Start tax credit introduced — Weekly payment. Non-means test %0 age 1. Means tested
between the age of 1 and 3. Replaces the Parental Tax Credit. ,\

= Increases to Orphan’s and Unsupported Child’s benefits.
= Other changes to tax credits such as an increase in the Far@?a; Credit threshold.

Emergency and maintenance needs appointments — 23 2018

No longer required to be face-to-face. Phone appq@ ts can be booked through MyMSD.

Main benefit rate indexation — 1 April 2019833/

After-tax rates of main benefits were in(;gea on average 1.69% in line with the movement in the CPI
excluding tobacco over the 12 mont% ecember 2018.

COVID-19 response — March to@ ber 2020
= Benefit stand down &stand down provisions suspended until November.

* Emergency Housi ecial Needs Grants - period after which 25% of income must be paid towards
the cost of emergency accommodation extended from 7 to 21 days. Plus grants now able to be granted
forupto 21 previously 7).

= 20 ter Energy Payment doubled.

= Main beﬁ@rates increased by $25. This change is permanent.

= WID-19 Income Relief Payment - for people losing their job between 1 March 2020 and 30 October
%@ 0. Available for up to 12 weeks. Higher rates than main benefits.

Wain benefit rate indexation — 1 April 2020

After-tax rates of main benefits were increased on average 3.09% in line with the movement in the after-
tax average wage over the 12 months to 31 December 2019.

Sole Parent Support — April 2020

Removal of the penalty for not naming the other parent.
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A.2  Public housing policy changes

Auckland Housing Relocation Grant abolished - January 2018
This was available to public housing tenants in Auckland who moved to another area of New Zealand. s

Tenancy reviews suspended - March 2018

This was to allow for consideration as to whether vulnerable tenant groups should be exempt from Q9
periodic tenancy reviews. AQ/

Public housing tenancy reviews recommenced - February 2019 é&

Recommenced with expanded exemption criteria to provide greater stability of tenure. Appr
80% of public housing tenants are exempt from the review process. Q_
/ :

Bond no longer collected from new tenants — April 2019 &

Two weeks income-related rent no longer collected as a bond from new tenantvg/

Public housing fast-track - September 2019 S

Fast-track to public housing became available for specified children '1%59 ng people in custody under the
Oranga Tamariki Act 1989 or in an approved permanent care arravs ent.

N

A.3  Other housing-related changes O

Tamaki Regeneration Programme: New approach h 2018

the Tamaki Regeneration Company, with th onsibility for delivering the physical redevelopment of
Tamaki. The programme would see 2,500-ofithe existing state houses replaced with at least 7,500 state,
affordable, Kiwibuild and private m% uses over the following 20 years.

The Hobsonville Land Company (a subsidiary ?f Kaifiga Ora) was appointed as the master developer for

Housing First Programme expa %— July 2018

Housing First is a programnde-to house and support people who have been homeless for a long time or are
homeless and facing m l{@be omplex issues. Funding for the programme was extended as part of the
2018 budget.

Kiwibuild Scher@spective homebuyers - July 2018
From this @eople could register their interest in a Kiwibuild home subject to eligibility criteria.

Min'@& Housing and Urban Development established — August 2018

w agency began operating from 1 October 2018 and combined functions and operational funding
m the Ministry of Business, Innovation and Employment, Ministry of Social Development and the

public housing register.

Qy”freasury. MSD continued in its role of assessing people’s need for housing support and managing the

Reform of the Residential Tenancies Act 1986 — August 2018
Discussion document released proposing a range of objectives including to:
= Improve security and stability for tenants, while maintaining adequate protection for landlords

= Modernise the legislation so it can respond to changing trends in the rental market
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= Improve quality standards of boarding houses and accountability of boarding house operators.

Public Housing Plan 2018-2022 - August 2018
Signified Government’s intent to secure around 6,400 additional public housing places by June 2022

&
The social objectives include:
Q&

New social objectives for Housing New Zealand Corporation - September 2018

= Providing good quality, warm, dry and healthy rental housing for those who need it most AQ/
=  Assisting tenants to sustain a tenancy &
= Being a fair and reasonable landlord Q

= Building and leasing additional houses Qy

Q
&

The Government announced a $1.5bn programme for revitalising eastern Poxirua over the following 25

= Managing its housing stock prudently.

Porirua Regeneration Project - November 2018

years. This included:
= Approximately 2,900 public houses to be renewed to be Warme;@gier
= 150 new public houses in the Porirua area. § ?‘

KiwiSaver HomeStart Grant and First Home Loan - Dec %’2018

House price caps for newly-built homes outside of tthain centres were increased.

Healthy Homes Guarantee Act 2017 and subse@Residential Tenancies (Healthy Home Standards)
Regulations 2019 ?\

The standards cover heating, insulatio ,@ ght stopping, ventilation, moisture ingress and drainage. Full
compliance is required for all rental &y:s by 1July 2024, with phased compliance for landlords from 1
July 2021 (Private landlords have Q ply within 90 days of new or renewed tenancies).

KiwiBuild reset — Septembe@w

The Government annodnéed a reset of the KiwiBuild programme. This included changes to First Home
Loans and HomeStart Deposit Grant Scheme criteria.

Kainga Ora - s and Communities established — October 2019

The agen bined Housing New Zealand Corporation and its subsidiary the Hobsonville Land
Company, and the KiwiBuild unit of the Ministry of Housing and Urban Development.

ing support products — Rent Arrears Assistance introduced — November 2019

is provides assistance to a person who was unable to access other forms of assistance to meet rent
arrears. The payment is recoverable.

Qg/ Reform of the Residential Tenancy Act — November 2019

The Government announced a package of proposed changes covering tenant security and safety and
limiting rent increases to once every 12 months.
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Aotearoa/New Zealand Homelessness Action Plan released — February 2020

The plan sets out a framework for communities, Maori, Iwi, providers and government agencies to work
together to prevent and reduce homelessness.

Progressive Home Ownership Fund launched - July 2020 O$

Pathways to enable Iwi, Maori organisations and Providers to develop or expand their progessive home \'
ownership programmes to help indeividuals, famlies and whanau in their communities achieve

independent home ownership. Qg-

From this time, recipients of grants were required to contribute 25% of their income towards gkégost of
t

Emergency Housing Special Needs Grants - Client contributions — October 2020

for

accommodation after seven days in emergency housing (aligning with contribution requir

transitional housing and public housing). Also, the maximum grant period was extende@ 7 to 21 days.
/

COVID-19 response package &

The COVID-19 response package included some housing-related elements, inc g:

= Temporary changes to the Residential Tenancies Act 1986, includin increase freeze for the six
months to 25 September 2020 and restrictions on terminations \

= Temporary increased availability of assistance with rent arrea§§&

Residential Tenancies Amendment Act 2020 Q_s

Key changes to the Residential Tenancies Act in 2020 A reform) included:

= Removing ‘no cause’ terminations and instead ing a list of justified reasons that landlords can
use to terminate a periodic tenancy \.

= Providing that fixed-term tenancies will \»€rt to periodic tenancies at the end of the fixed-term
unless the tenant and landlord agree rwise, the tenant gives notice, or the landlord gives notice
using one of the fixed-grounds \

= Limiting rent increases to onc g year

=  Enabling successful part:'es@he Tenancy Tribunal to have their identifying details suppressed.

Most of these changes ca% o effect on 11 February 2021. The change limiting rent increases to once
every 12 months came& ffect on 12 August 2020.

A4 Selbézther policy changes

Fees—fr@ry education - January 2018

Fir r of tuition fees covered up to $12,000 for eligible first-time students in provider-based study (24
s for industry training).

Winimum wage increase — 1 April 2018

The adult minimum wage was increased from $15.75 to $16.50 gross per hour, while the new entrant
minimum wage (applicable to 16- and 17-year-olds) was increased from $12.80 to $13.20 per hour.

Paid Parental Leave increases — 1 July 2018

Increased from 18 to 22 weeks. The maximum weekly rate for eligible employees and self-employed
parents increased from $538.55 to $564.38.
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Free doctor visits for children — 1 December 2018

Extended to children under 14 years (previously for children under 13 years).

Minimum wage increase — 1 April 2019

The adult minimum wage was increased from $16.50 to $17.70 gross per hour, while the new entrant Os
minimum wage (applicable to 16- and 17-year-olds) was increased from $13.20 to $14.16 per hour. 6\'

Paid Parental Leave increases — 1 July 2019 Q/

The maximum weeKkly rate for eligible employees and self-employed parents increased from $564.38

$585.80.
N

COVID-19 response — March to October 2020 %
xtended for

=  Wage subsidy - 12 weeks at flat payment levels with business specific quahfymg cr1
a further 8 weeks in June with tightened criteria

= Leave payment and leave support schemes - Flat rates for people self-isolati

= Mortgage Holiday Repayment Scheme - 6-month holidays available fo@m secured against
residential property through mortgage providers

= Rentincrease freeze and protection against tenancy termmauonx tenants - Rent freeze until 25
September 2020 and restrictions against terminations until 2 2020

" Various tax measures Q

Minimum wage increase — 1 April 2020

The adult minimum wage was increased from $17®18.90 gross per hour, while the new entrant
minimum wage (applicable to 16- and 17—year—®) as increased from $14.16 to $15.12 per hour.

Paid Parental Leave increases — 1 July 20 \E

Increased from 22 to 26 weeks. The @num weekly rate for eligible employees and self-employed
parents increased from $585.80 to% .46.
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Benefit system transtion rates

Figures B.1 - Historical quarterly benefit system transition rates (seasonally adjusted)
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Transfer from JS-HCD to SLP
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B.2  Modelling results

Figure B.2 - Distribution of estimat&&&g years on main benefits to age 65
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NS

Q
S
AD
R

Y
Total wor%i/ﬁéaée population JS-WR clients
A
Age ender PEG* Age Gender PEG*
16-19 Male European 16-19 Male European
30- Female Maori 30-49 Female Maori
56 Asian 50-64 Asian
Pacific P. Pacific P.
=
Welhngton0\</ 30% 49% 59% 42% 58% 36%
S 43% 51% 13% 36% 42% 35%
0 27% 16% 21% 9%
O 8% 13%
&kato 30% 49% 62% 45% 56% 33%
41% 51% 20% 37% 44% 53%
29% 11% 18% 5%
3% 5%
Taranaki 27% 49% 69% 42% 58% 40%
40% 51% 22% 37% 42% 53%
33% 5% 21% 2%
2% 3%
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Total working-age population JS-WR clients
Southern 29% 50% 77% 42% 58% 61%
40% 50% 9% 36% 42% 27%
31% 7% 22% 3%
2% 5%
Bay of Plenty 28% 49% 61% 43% 56% 26%
40% 51% 27% 36% 44% 66% Q/
31% 8% 21% 3%\
2% 2L
Northland 26% 49% 59% 42% 56% <
38% 51% 32% 35% 44% %
36% 4% 23% Q)
2% &’ 4%
Nelson 24% 50% 79% 37% 61%
39% 50% 10% 36% E % 29%
36% 5% 28% O 3%
4% ,&\ 3%
East Coast 28% 49% 59% T 55% 24%
40% 51% 29% ﬁ%% 45% 68%
33% 5% Q‘ 20% 2%
4% QO 5%
Central District | 28% 49% % 44% 58% 44%
38% 51% \/1 % 35% 42% 45%
33% v 6% 22% 5%
\ 3% 4%
Canterbury 29% o\ 72% 45% 59% 56%
41% O 0% 9% 34% 41% 27%
29% 12% 21% 7%
\28/ 3% 6%
Auckland 3,1% 50% 44% 44% 54% 25%
Qaa 50% 11% 37% 46% 33%
Q/’ 26% 29% 19% 14%
:Q 13% 26%
S
*PEG = Prioxitised Ethnic Group
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Appendix C Modelling approach summary

This summary is a copy of chapter 2 from the technical report?. Further detail on the modelling approach
can be found in that report.

We give an overview of the model in non-technical terms, answering core questions:
= What is the model?

=  What does the model do?

= What outcomes does the model project?

= How does the model work?

=  What does the model not do?

C.1 What is the model?

The term ‘model’ is broadly used to describe physical, mathematical and conceptual’'models. This model is
a mathematical model. Many definitions of a ‘mathematical model’ centre onthe notion of imitation or
simulation i.e. a model imitates or simulates a real-world situation, often-n‘a simplified way because the
‘situation’ being modelled is complex. In this sense, a model (including,this' one) might be described as a
‘simplification of reality’.

Key aspects of the modelling framework for this project are:

= The population being modelled - In this case, New Zealanid (NZ) residents aged 16 or older, and
people entering this population over the next ten yeats,

= The future outcomes that are being modelled - %#hat outcomes does the model project?

= The time horizon over which the future outcomes are being modelled - In this case, people’s future
lifetime.

= The historical data — Used to understangd’the correlative relationships between variables (or
combinations of variables) and the future outcomes being modelled. Variables may be characteristics
(e.g. demographics), relate to évents (e.g. experience of the modelled outcomes in the past) or be
environmental (e.g. measures of labour market conditions). Understanding the correlative
relationships informs th&construction of the mathematical equations that define the model, and the
parameters for these.equations.

= Assumptions - The thodel is underpinned by a range of assumptions which are either implied by the
constructionahd-parameterisation of the mathematical equations, or explicitly made. Explicit
assumptions felate to variables that the model does not project but are built into model because they
are important to projecting future outcomes, e.g. the future unemployment rate as a measure of future
labourinarket conditions.

X2 What does the model do?

If section C.1 we referred to the model as a projection of future outcomes for a defined population (NZ
residents 16 and over) over a defined time horizon (people’s lifetimes). It does this by projecting people’s
status in relation to these outcomes (and other associated characteristics and outcomes) over each
quarter-year period in the future. This is indicatively shown in Figure C.1 below:

=  For one person — a full model run produces similar projections for all NZ residents aged 16 and over.

% Social Outcomes Modelling 2020 - Technical Report
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= Over 14 quarters — a full model runs covers all people’s future lifetimes and so runs for about 400
quarters.

= Inrespect of four outcomes - other outcomes are estimated by the model.

Figure C.1 - Projected pathways S

3 3 8 8 3 5 8 8 3 5 &8 38 3 3 (9\

Welfare b b db dib b diub dab. didb ¢ Q-
Justice LRl elabl Bl Rl LA AR

Income LRl B Bl Bl L s

Housing L_sle [+[e [+[e [+e [+[e [se [s[e |-[e |/

Justice Welfare Housing

A Offence % JS-WR ® Register S $ Earned income

A Custodial sentence % JS-HCD ® In publi g $ Working for families

A Community sentence % SLP ?,?‘% S NZSuper

benefit payments are modelled for those in receipt of ab and income related rent subsidies paid to

Where relevant, estimated cash flows are modelled in relati future estimated outcomes. For example,
public housing providers are modelled for people in p dousing.

In addition to projecting outcomes for the presen@jult population, the model also projects outcomes
for those entering the population over the nex%y rs. Population entry may happen in two ways:

=  Ageing-in: children are considered to e adult population in the quarter in which they turn 16.
We use projected output from the 2019 Oranga Tamariki children’s model.

= Migration: Both children and adfuts thay enter the population via migration (which includes returning
New Zealanders as well as foreign nationals).

Once in the population, out eStor new entrants are estimated in the same manner as those in the

present population. \z\

C.3  What omes does the model project?

The modets alarge range of outcomes:

= Benefit'veceipt - This covers the incidence of benefit receipt and the associated payments. Benefit
eipt’is categorised into main benefit categories and supplementary assistance.

r
-&\er benefit receipt characteristics — These include, but are not limited to partnered status,
existence and age of children, and incapacity coding for health-related benefits.

= Public housing - This covers entry to the public housing register and associated prioritisation rating,
movement off the register (either into public housing or otherwise), income related rent subsidy, exit
from public housing, size and location of house allocated, and future dissolution of households
currently in public housing.

= Income - This covers personal income, Working for Families (WFF) tax credits and NZ
superannuation. The primary industry from which personal income is earned is indicated.
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= Justice activity — This covers number and type of police proceedings as well as community and
custodial sentences managed by the Department of Corrections.

= Education - This covers secondary and tertiary enrolment in the quarter, secondary attainment, total
days of any suspensions or stand downs at secondary school, highest New Zealand Qualification
Framework (NZQF) level enrolled and qualifications attained at tertiary level.

= Child and protection (CNP) and Youth Justice (Y]J) - This covers the highest level of either type of
intervention as well as the total number of days spent in placements.

=  Health - this covers mental health and addiction-related pharmaceutical prescriptions, specialist
community and specialist inpatient events, acute hospital discharges and mortality.

= Location - this covers the region/TLA/Auckland board where an individual resides.

Most of these outcomes relate to specific indicators within the interim wellbeing framework uged*for this
project.

Cc4 How does the model work?

Figure C.1 highlighted how the model projects outcomes at each quarterly time step.

Referring to the model as a ‘model’, implies that it is single model. In fact;-it\is made up of over 200
individual models. Each of these individual models plays a specific partin-the overall modelling construct.
Some relate to how a person moves between different outcome statesMrom one quarter to the next e.g.
benefit state. Some relate to the evolution of other modelled outeomés e.g. personal income. Others relate
to cash flows associated with particular outcomes e.g. benefit payment given an individual is projected to
be receiving a benefit in a quarter.

The vast majority of the models fall into the broad catég6ry known as regression models, which means
they estimate one variable based on other variables.“The remainder of the models are probability table
models that attach probabilities to different outcomes.

The models are pulled together in what we refér-to as the ‘projection code’. Many of the variables that each
individual model relies upon are themselves'modelled variables. For example, the models relating to
transitioning between benefit states fromone quarter to the next depend on, say, corrections activity
variables which, in turn, are updatéd'each quarter. The projection code runs each model in a set sequence
for a future quarter, before moving onto the next quarter and repeating the sequence based on the updated
variables. For this reason, the ovetall modelling construct is sometimes referred to as a ‘chained
regression model’: it chaing,tegether regression models over a series of future time steps (in this case
quarters).

C.5 Whaf¢he model does not do?

The modelSshot a causal inference model. By this, we mean that the model does not attempt to determine
the causal factors relating to different outcomes. Rather, the model is a predictive model, and thus seeks to
detefmine factors that are correlated with outcomes. This difference is important. For example, a key
fifiding of previous work is that long-term dependence on welfare is highly correlated with those who first
régeive benefits when under twenty years of age. So, age of first benefit is highly predictive of lengthy
spells supported by benefit. However, it cannot be concluded that this is the cause of these spells.
Nevertheless, knowledge about correlations and relationships between certain characteristics and
outcomes is valuable information for policy and programme design and monitoring.

The model is based on simulating individual pathways through various welfare and housing states
(including not receiving any benefit/assistance) as well as other characteristics (family information,
education, income, corrections sentences etc) over their lifetimes. There are many possible pathways from
the modelling projection date to time of death, so the exact pathway is very uncertain. Results for any
particular individual reflect the average for people with similar characteristics and are not intended to be
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an accurate prediction of that individual person’s future pathway. Results, therefore, should be considered
for segments of the population, rather than at an individual level.
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Appendix D  Glossary

The following table gives definitions for common acronyms used in this report.

Term Definition O$

ANZSIC06 Australian and New Zealand Industrial Classification 2006 — The industry 6\'
category a business is assigned according to the predominant activity it is Q—

engaged in AQ/

AS Accommodation Supplement (and related assistance) Q&
AWE Average Weekly Earnings Q ?“
CHP Community Housing Provider &/Q
CPI Consumer Price Index (/
Earned income Taxable income earned from: %

— Wages & Salaries .\Q

— ACC weekly compensation &

— Student Allowance @
Q.

— Withholding payments O

— Paid parental leave gQ

—  Self-employed, pa?bg rship and company income

Employment status Whether someone,is \ﬁ)yed defined by having earned income in the quarter
equivalent to gr{t}( an the minimum wage for 20 hours per week

Future working Take to be@ to age of eligibility for NZ Super (age 65)

lifetime O

GFC G\legf inancial Crisis

HCD alth condition, disability (sub-set of both JobSeeker Support clients with
Qg- reduced work obligations and Supported Living Payment clients)

HYEFU eQ Half-year Economic and Fiscal Update

IDI Integrated Data Infrastructure — research database containing microdata about
Q people and households from a range of government agencies, surveys and non-
%% government organisations
Q/ Income below Whether someone’s income in a quarter is less than equivalent to the minimum
0/ threshold wage for 40 hours per week
Q— IRRS Income Related Rent Subsidy - a top-up payment to housing providers to bridge

the difference between the income-related rent a client pays and the full rent for
a public house
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Term Definition

JS JobSeeker Support — benefit type introduced in 2013 (replacing the
unemployment benefit and sickness benefit, and partially replacing the Domestic
Purposes Benefit

Mental health Mental health and addiction service events as defined by the Social Wellbeing

services Agency. Source code for the definition is available at https://github.com/nz-
social-investment-agency/mha_data_definition.
On advice from the Ministry of Health pharmaceuticals labelled in the definition
as ‘potential’ have been removed.

MSD Ministry of Social Development

NOMB Not supported by a main benefit but still receiving some benefit,System support -
supplementary benefits and/or Orphan’s Benefit

PH Public housing

Police proceeding

Prioritised ethnic
group

Recent exit

SLP

Some time

SPS

Supp only

Tenant

Tertiary education

Time out of work

An event on which police initiate a legal action against a person

Ethnicity based on the SNZ source rankedsethhicity in the IDI. Where a person is
indicated as associating with multiple ethaicities, a single ethnicity is chosen
based on the following priority orderyMaori, Pacific Peoples, Asian, Other,
European

A client who is currently nots&ceiving a benefit but has done in the last 12
months

Supported Living Raymeént - benefit type introduced in 2013 (replacing the
invalid’s benefit @nd domestic purposes benefit - care of sick and infirm)

Occurringét seme point in a defined time period. Used in the context of
estimatéd social outcomes

Sole Rarent Support — benefit type introduced in 2013 (partially replacing the
domestic purposes benefit)
Supplementary benefit only. Supplementary benefits include:
— Accommodation Supplement
— Childcare Assistance
— Child Disability Allowance
— Disability Allowance
Clients are sometimes referred to as tenants where they reside in a property

managed by Kainga Ora or a Community Housing Provider. We usually refer to
tenants aged 16+.

Education at a tertiary education provider or industry training provider

Whether someone is not employed for at least a quarter
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Term Definition

Total income Income received from:
— Earned income s
—  Working for Families Tax Credits O

- Benefit payments %\'
~ IRRS QQ/Q-

Working-age People who are aged over 15 and under 65 &
population Q
WR Work-ready (sub-set of JobSeeker Support clients with work oblig@

YP Youth Payment /O

YPP Young Parent Payment vgj
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