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Preface

Tenei te maioha ake nei kia koutou nga Iwi Morehu o nga hau e wha. Kua tahuri mai nei

koutou, ki te titiro ki teneLJdzZNR y 32 1 2NBNR | NI = WbSg wSIflyR 2Sf Tl N
aitua, kua wairuatia kua heke iho ki te rua tapu o Hinenuitepo, te kaitiaki o Te Ao Wairua.

Tatau nga kanohi ora o nga matua tupuna, e mihi ana kia ratou, no reira, tena koutou,

tena koutou tena &tou katoa.

The Welfare Working Group was established in April 2010 to conduct a fundamental

NEBASs 2y bSé w%SHflyRQa ¢StFINBE aeadsSy FyR 2 YIS
to improve economic and social outcomes for people on a benefit and New Zeasaasl

a whole.

Since we began our task, we have been privileged to learn from the experiences and
expertise of a wide number of people. In 27 workshops around the country, many people
have shared their personal experiences, insights and knowledge. Wel Vikeito thank
everyone who has contributed so far.

The benefit system provides income protection and support for people who cannot work
because of job loss, misfortune, sickness, disability or caring responsibilities. It does this in
two ways, through poviding income to bridge the gap when someone cannot work, and
helps many people find a job so that they can get on with their lives.

We heard in our discussions that this support was clearly needed in 2008 when the New
Zealand economy was hit by a glofinncial crisis. Some New Zealanders lost their jobs
or were unable to find work and certainly the benefit system supported many New
Zealanders to get back on their feet.

But there is also evidence that many people who entered the benefit system aalaaks
the last recession have found it difficult to escape, and may go on to spend many years
out of work.It is this group that is of most concern.

This phenomenon, of many people entering the benefit system and remaining there for
long periods has becoeincreasingly prevalent in New Zealand.

In 2008, just prior to the recent recession, and after a decade of economic growth, roughly

10 percent of the working age populatipor around286,000 peoplewere receiving a

benefit. At that timeaboutonein® @S 2F bSgs %SItFyRQE OKAf RNBY 6SNB f
dependent families.

At the same time, roughly 170,000 people had been on a benefétftarast5 out of the
last 10 years. That is the equivalent of the cities of Dunedin and Invercargill combined.

The Welfare Working Group has heard witdinging and concerning evidence about the

destructive effects of being long term on a benefit. One of these effects is persistent low

incomes and poverty, particularly among children. We have also been presented with

considerable evidence that being on a benefit and out of paid work has adverse effects on

LIS2 L) SQa KSFHfGdKX FyR KI@S KSFENR Ylye LISNaR2yLFf adz2N
distress of being out of work.

We have come to the view that the scale anshsequences of lorterm benefit receipt

are deeply concerning and that the system is not achieving what New Zealanders could

reasonably expect. It is not sustainable, it does not provide equal and fair opportunities
for those people on different benefit pes and it is associated with poor social outcomes.

This paper is the result of the first phase of our work. It examines the issues that currently
beset our benefit system and why they must be addressed.
Paula Rebstock
Chair of the Welfare Working Grou
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Section 1. Introduction

1.1 Terms ofreference

The Government asked the Welfare Working Group to conduct a wide ranging and

Fdzy RFYSy Gl t NBGASSG 2F bSg %S|t ¢ghRdliessiagSt FI NE agaiasSy
issues of longerm welfare receipt. We were asked to make practical recommendations

about how to turn around the growth in beneficiary numbers and expenditure, and the

associated poor social and economic outcomes. The Government set the stour

review to include:

1 how longterm benefit dependence can be reduced and work outcomes improved,
including for sole parents;

1 how to promote opportunities and independence from benefit for disabled people and
people with ill health;

1 how welfare shold be funded, and whether there are things that can be learned from
the insurance industry anthe Accident Compensation schen®&GQin terms of
YEYyF3Ay3a GKS D2@SNYyYSyidiQa F2NBFINR fAFOAfAGERT | yR

1 whether the structure of the benefit system and hardship stssice in particular, is
contributing to longterm benefit dependency.

Our terms of reference do not cover the adequacy of benefit levels, New Zealand
Superannuation, Working for Families, and the issues being considered as part of the
Stocktake of ACC Anmts.

1.2 Our review process

The Welfare Working Group was asked to report back to the Government with
recommendations by the end of 2010. This Issues Paper and associated Summary Paper
brings together our view of the issues New Zealand faces arounetéonmpenefit

receipt. We have spoken to stakeholder groups across New Zealand and listened to a wide
range of evidence at the Forum we hosted in June. We are now seeking public comment
on this paper and invite your submissions.

We are also planning to releaaa Options Paper later in the year for public comment.
The Options Paper will bring together a set of Higlel options to address the issues
identified in this Issues Paper. We will be presenting our report to Government with final
recommendations by thend of the year.

1.3 Perspectives

As we have conducted our review, we have been mindful to consider and discuss issues
from a number of different perspectives. We have felt it important to identify the
perspectives and experiences of people who are receiihgnefit. We have also been
mindful to ensure that the perspectives of employers and taxpayers are reflected in our
discussion. Any balanced consideration of the issues needs to see the issues from all the
different points of view. Looking forward, anypnovement in outcomes will need to

engage a wide range of stakeholders.
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1.4 Aims of the benefit system

The current overall structure of the benefit system is governed by the Social Security Act
1964. The purpose of the legislation is defined as follows:

(a) to enable the provision of financial and other support as approprigi¢ to help
people to support themselves and their dependants while not in paid employment;
and (ii) to help people to find or retain paid employment; and (iii) to help people for
whom workmay not currently be appropriate because of sickness, injury, disability, or
caring responsibilities, to support themselves and their dependants;

(b) to enable in certain circumstances the provision of financial support to people to help
alleviate hardship;

(c) to ensure that the financial support referred to in paragraphs (a) and (b) is provided
to people taking into account(i) that where appropriate they should use the
resources available to them before seeking financial support under this Act; and (ii)
any fnancial support that they are eligible for or already receive, otherwise than
under this Act, from publicly funded sources;

(d) to impose administrative and, where appropriate, wagtated requirements on
people seeking or receiving financial support undes thct.

The legislation also states that those exercising power or functions under the Act must
have regard to the following:

(&) work in paid employment offers the best opportunity for people to achieve social and
economic welbeing;

(b) the priority for peopleof working age should be to find and retain work;

(c) people for whom work may not currently be an appropriate outcome should be
assisted to plan for work in the future and develop employmfartused skills;

(d) people for whom work is not appropriate should bepported in accordance with this
Act.

The Welfare Working Group considers that the purpose and underlying requirements of
the Social Security Act remain relevant today.

15 2 8t FI NB 2 2 Nrifciples foDthePetzifiiQystem

In our consideration of thessues confronting thdlew Zealandbenefit systemwe

identified five principlesthat should guide future policy changes. The principles recognise
that paid work or participation is fundamental to the wbking of workingage
NewZealanérs. The evidenceotsupport this conclusion is summarised in Section 4.

Enabling people who can be in employment to fpadd work should be a central focus of
the benefit system. However, for those who are permanently unableetin paidwork,

the benefit systenmustalso supportpeopleto participate as fully as possibla the
community.



Principle 1: Recognise the value and importance of paid work to aweihg

For most people, paid work is the best means to achieve-teng financial and personal
well-being. Thereforepaid work should be the goal of most workiage NewZealanders.
For people permanently unable to work, lotgrm income support should be provided to
enable theirparticipation and engagement in society.

Principle 2: Respect the dignity of people

The dgnity of people should be respected. The benefit system needs to empoeogie

to be as independent as possible and to have choicecanttrol over their lives. It also

needs to be responsive to the needs of individwmsd T I YAt A S& 2NJ gKnyldz ' yR (GKS
of different groups.

Principle 3: Promote responsibility, accountabiljtgnd mutual obligations

The benefit system should foster responsibility and accountalaifitpngindividuals,

Fl YA ASa,amdNommihities.Hodme support provided by the benefit system

should be conditional on recipients agreeing to meet obligations and to use the assistance
offeredto gain employment, where this is possible.

Principle 4: Be efficient and free from misuse

The administration ofhe benefit systemshould be consistent, costffective and free
from misuse.

Principle 5: Be affordable and sustainable

Thebenefitsystem should be affordable for the community now and in the future.

1.6 Our working definitions

The Welfare Working Group wasked to look at how to reduce lotgrm benefit receipt.
There is no accepted definition of logrm benefit receipt. However, for the purposes of
this review, examining periods of benefit receipt of more than six months (as one or
multiple spells) ensres that all groups at risk of spending a long time on a benefit are
captured. After six months on a benefit, the factors that put certain people or groups at
risk of longterm benefit receipt can be identifiet].

For the purposes of this discussion paper W g 2 N] Q NBEFSNBE (2 LI AR ¢2N] 2NJ S
reflects the expectation that for the vast majority of working age New Zealanders, paid

work provides the best means to provide letegm financial security for themselves and

their families. The valuable otribution that is made by people doing unpaid work, such

as caring for children and other dependants, and volunteer work, is also important for

people, their families and their communities.

This is not to say that benefits shouidt continue beyond six months. For some people, including those
with severedisabilities or very high caring responsibilities, benefits are the only realistic source oincom
But nor is this to say thatoyernment should not intervene earlier than snonths to support people back
into work. Evidence from the health field, for instance, suggests interventions to prevenrstayg may

need to be made within a much narrower timeframe.
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The Welfare Working Group workshops and forum

Between May and ke this year, the Welfare Working Group held 27 meetings across|the
country to hear from the community about what the major issues from the welfare
system are. We heard some very personal and positive messages from participants who
came from a diversity diackgrounds. We thank all of the people who gave up their
precious time to meet with us.

The Welfare Working Group listened to what people had to say and reflected on how|we
could make the system work better for people in the system and the wider comygnunit
What we heard is that the system is not providing the support that people need. For many
the experience in the benefit system is not one that is empowering, but instead leads
people to disengage and feel disconnected from society.

Our conclusion fromhese workshops is that the review of the welfare system is timely.
People want positive change in the benefit system in a way that will enable them to get on
with their lives. There are ways in which it could be improved to enable people to get
ahead for hemselves and their families.

The messages that we heard through the workshops are reflected throughout this paper.
In addition, in sections 4 and 5 we discuss specific feedback that we heard on what it is
like to be on a benefit, the wider costs of therefit system and what people say about
work.

The Welfare Working Grouposted a forum on 4.0 June. Together with over 200
participants, the Welfare Working Group heard from oversp@akerswhoshared
research, best practice and their experiences ofltkaefit system and related issues of
welfare and work. Comprehensive coverage of the Forum, including video and audio
recordings of the presentations @vailable at:
http://ips.ac.nz/WelfareWorkingGroup/Forum/Index.html

1.7 Contents ofthis paper

Each sectio in this discussion paper focuses on a different aspect of the benefit system in
New Zealand.

Section 2outlines the aims of the benefit system and how these have responded to
economic and social change.

Section 3s about the extent of benefit receipt NewZealand

Section dexamines the adverse impacts of letegm benefit receipt on individuals, their
FILYATfASA 2N 6Knyl dzan®tBewidelzgcbriomyS & = S Y LJX 2 @ SNA

Section 5Sargues that there should bepmaidwork focus for a widevariety of people on
benefitsand identifies the main obstacles to reducing lelegm benefit receipt.

Section 6ooks at the fiscal costs and future sustainability of the benefit system.

Section 7concludeghe paperandlists the questions on which we would like tedr your
views.We would likeyour views byFriday, 17 September 201,50 we can incorporate
your feedback into the nexghaseof our review.
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Section 2. Aims of the benefit
system

2.1 Introduction

The benefitsystemis designed to protect people from major adverse éfents that make
it impossible to work either temporarily or permanently. These adverse events might
include being made redundant, failing to find a job after leaving school, becaitkand
unable to work, separating from a partner and having to careafchild, orcaringfor
someone who would otherwise have to be in hospital.

The benefit system attempts to provide support in two ways:
1 the provision of income support to people when not in employmetd
1 suppot for people on workfocused benefitdo find a joh

Stateprovided welfares a feature of all developed countrieand reflects the fact that
without it, too many people, especially childremould have inadequat®r no protection.
It acknowledges a shared responsibility among citizens toigedor others in times of
need.

Ly Y2ail RS@St2LISR O2dzyiNASaz G(KSNB | NB az2vys$s
payment of income support. These conditions might be that the person looks for

employment, or takes the necessary steps to addresspibrsonal issues that stand in the

way of them getting a job. These conditions or obligations are often necessary to ensure

the wrong sorts of behaviours are not encouradpdthe benefit system.

There are other ways that individuals can protect themseglagainst adverse events apart
from relying on a benefit syster®avingand loanscan be used to cover a period of

income lossfamily membersmight provide additional support; and charities, churches

and communityorganisations might also provide helWe canalsoinsure ourselves, as we
do our house or car, against possible future mishafeny countries require their citizens

to insure against the risks arising from losing a job or becoming unwell, either by insuring
themselves privately or contributing a social insurance fund.

2.2 A broad overview of thebenefit system

Theoverall structure of thébenefit system is governdaly the Social Security Act 1964.

The Act sets out the rules and provisions governing the payment of benefits. Benefits are
only avadlable to people who meet residency requirements; and who fulfil specific

eligibility criteria such as lack of employment, sickness, permanent and severe incapacity;
and are targeted to families with low incomédsable2.1 sets ou the broad eligibility

criteria for the different main benefits.
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Table2.1: Key eligibility criteria for main benefits

Main benefits Key eligibility criteria

Unemployment Benefit Do not have a job and actilyeseeking work

Sickness Benefit Cannot work because of sickness, disability or
pregnancy

Ly@rtARQa . SyS¥F¥Ad Cannotwork because they are permanently and
severely restricted in their capacity to work or totall

blind
Domestic Purposes BenefjtSole Paret  Sole parent with dependent children
Domestic Purposes BenefitWomen Woman with no dependent children who has lost
Alone the support of their partner after turning 50 years

Domestic Purposes BenefjtCare of Sick Caring full time for somew who would be in
or Infirm hospital if not for this care

Emergency Maintenance Allowance Sole parent who is not eligible for Domestic
Purposes Benefit (including 16 and 17 year olds)

2 AR26Q4 .SyS¥Al Woman whose partner has died, whether or not sh
has dependenthildren

Emergency Benefits Cannot receive any other benefit and in hardship

Independent Youth Benefit 16 or 17 years old and not supported by their

parents, generally because of family breakdown

Source: Ministry of Social Development Manuals and PunesdMAP)

People receivingn Unemployment Benefijtsome people on Emergency Benefit, and most
partners of beneficiaries are required to be actively seeking wooking people on
Independent Youth Benefit are required to either seek work or participaeslircation,
training or development activities. Exemptions from the work test are available in certain
circumstances.

If a person is eligible for a main benefit, they can also receive additional supplementary
payments for additional needs. In generalesie supplementary payments are also
available to norbeneficiaries with low income and assets.

Table2.2: Supplementary payments

Supplementary payment What the payment is for

Accommodation Supplement Accommodtion costs

Disability Allowance Ongoing additional costs of a disability
Temporary Additional Support Last resort assistance for up to 13 weeks for

people who cannot meet essential costs

Special Needs Grants, Advance Payment ¢ Recoverable or nerecoverable assistance for
Benefit, Recoverable Astance Payment one-off immediate needs

Source: Ministry of Social Development Manuals and Procedures (MAP)

The Social Assistance (New Work Test, Incentives and Obligatmesyient Bill proposes to introduce
work-test requirements for othersA parttime work test would apply from September 2010 to those on
Domestic Purposes BenefjSole Parent@PB(SP)and Emergency Maintenance Allowand&MA whose
youngest child is sior older.From May 2011, those dBickness Benefi6@ who have been assessed as
being able to work partime (15 to 29 hours a weelgould have an obligation to look for suitable pditne
work.



On average, a person receiving a benefit receives about $331 per week before tax
($296per week aftertax). This is made up of $270 base rate of a benefit before tax ($235
after tax), and $61 from supplementary payments (not taxed).

More information about the technical details of benefits is availablBéscription of
Social AssistanceéBenefits in New &alandon the welfare working group website.

The New Zealanbenefit system provides a range of employment and training sergjces

but these are largely focused on people receiving Unemployment Benefit. For the 2010/11
financial yearroughly $820million is set aside for these interventions. These

interventions include vocational training, jed@arch assistance, wage subsidies, work
experience, courses to improve confidence and motivation and vocational services for
people with disabilities.

bSé %S Ibdnefisis@m differs from the benefit systems of most other countries by

GFr1{Ay3 I Wwaz2O0Alt aaradlyO0SQ NIYGKSN GKIy wa20Alf A
with social insurance approaches, payment in New Zealand is noflitinted and the

rae2 ¥ LI @YSyld R2Sa y2G RSLISYR 2y LINA2NJ O2y G NRodziAz2Yy
0SYSTAG a2aiGSY Ad TAdHNGR2OKRRP &ABIINESKSAY (K| YLIb @
contributions from individuals.

The New Zealand benefit system also differs in that one orgémisaNork and Income, is
charged with delivering both income support and employment services.

It is important to see théenefit systemwithin a wider context of other activities of
Government. These include New Zealange3annuation which providesiniversal
payments to people ove5 years of ageAC(payments for people who are injured; and
Working forFamilies Tax Credits for families with dependent child@ther government
funded goods and seices such as health, educatiand housing caalsobe seen as parts
of the welfare system in its widest sense.

2.3 The history of thebenefit system

Thecurrent structure of the New Zealand benefit system reflects it historical development
over the last 150 years.

An important starting point was 1846, when thiate placed responsibility for the care of
the destitute on near relative$Government social security was progressively built up
from this point, with the incremental addition of provisions for older people, the
unemployed, the sick, widowed, and orphahe

The broad structure of the NZ benefit system was clearly set in place in the 1930s

following the widespread and severe unemployment of the Great Depression. A key

element was the 1936 Employment Promotion Act, which represented the new

D2 GSNY YSWLIR a0 & (NBBRdzO8 (KS ydzYyo SNE 2y WNBfAST 62N] Q
employment service. When introducing the legislation, the Minister of Labour argued that

as a result of the legislation:

This average only includes the main ongoing suppleargrgayments (Accommodation Supplement,
Disability Allowance, Temporary Additional Support and Special Benefit). Working for Families Tax Credits
are not included.

Ordinance for the Support of Destitute Families and lllegitimate Childi4.
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W ¢S ogAff asSS GKFG | OSNE SasehncklBoOSy dl 3S 27
scheme No. 5 will find themselves back in industry, where they rightly belong. For it
is only employment in industry that is going to bring about anything in the nature of
a permanent solution of the unemployment problé€kn.

The Social Sarity Act 1938 set in place the broad architecture of the current benefit
provisions. The Prime Minister, Michael Joseph Savage, argued that:

W gtyd G2 asSS LIS2LX S KI @
poverty, secure in illness or oldead

a8O0dNRGe X L 6t yi

There have been some significant changes to our benefit system since the 1930s. In
particular, the introduction of the Domestic Purposes Benefit for women (on hardship
grounds only) in 1968; and those implemented following the 1972 Royal Commission o
Social Security (which led to a more comprehensive Domestic Purposes Benefit). In
addition, through the 1980s and 1990s greater work expectations were introduced for
people on the Unemployment Benefit, and temporarily for those on some other benefit

types.

While there have been some significant changes, many benefit types have remained
I NBSté& dzy OKIFy3dISR® ¢KA& YSIya GKIG Ay Ylyeé | NBF
system still reflects outdated assumptions about participation in paid work of womdn a
disabled people.

The outdated assumptions about the nature of paid work are evident in the fact that
largely only people on the Unemployment Benefit are obliged to seek paid Wawle
parents, widows, and many people who are disabled have the capgaaitgrk, with the
changing nature of paid work and technological advanEggire2.1 shows that now
more than one in two mothers, andisabledpeople, are in work.

¢CKS hTFAOS F2NJ 5Aal oAt Al esteLim20axEaie@somdNdK STAyYy I (2
these outdated assumptions when it stated:

Our income support system was based on the assumption disabled people cannot

work. Now we recognise many disabled people want to work, and can with the right

& dzLJLJ2 NI @ 2 2 NJyacticeyaRd paligy Gas ¥ha@r@ed tolallow disabled

people the same access as others to education, training and employment

LINEINI YYSEA YR adzllJLl2Nliad | 26SPSNE @gSadaAaasSa
either formally in different pieces of legislationpmiicies, or informally in practice

and in the attitudes of people providing services, employers and even fahilies.

Hon HTArmstrong, Minister of Labour, p356 Hansard volume 244, 1936.
Michael Joseph Savage, p 649 Hansard volume 251, 1938.

TheSocial Assistance (New Work Test, IncentaresObligations) Amendment Bill proposes parte work-
test obligations for someade parent beneficiaries and some people receiving SB.

Office for Disability Issues (2008)jefing to the Incoming Minister 2008



Figure2.1: Employment rates for mothers and disabled people
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2.4 Summary
bSé %SFHtlyR KFa | Wa20ALt aaradlyOSQ oSySTAlG aeali
for income supportf they have a low family income and qualify under different categories

(such as being a soleggat). Individuals who qualify receive a flat rate main benefit, with
supplementary payments to reflect additional costs.

Expectations and supports to gain employment are largely targeted at those receiving the
Unemployment Benefit, and less so other caiggs.The structure of provisions within

the New Zealand benefit system reflects the fact that it was created last century. The
detailed rules of the benefit system often presume that individuals cannot work, and have
failed to keep pace with recent sot@nd economic changes.

Tell us what you think
Q1: What do you think the goals or objectives of the benefit system should be?

Q2: Are there aspects of the benefit system that are outdated and have not kept place
with the changing nature of work and faresi?
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Section 3. Benefit receipt

3.1 About one in eightNew Zealanders were on a benefit in April 2010

There were356,000working agepeople on a main benefit at the end of April 2Q¥¢hich

includes29,000 partners. Beneficiaries make up abo@tdercent of(one in eigh)

working ageNew Zetanders? Table3.1 shows how thevorking agebenefit population is

distributed across the main benefit8 At the end of April 2010, over 90 percent of all

beneficiaries were on an Unemployment Benefit, SRkna . Sy STA G Ly @l f ARQa . S
Domestic Purposes Benefit (Sole Parent). At the end of June 2009, over 20 percent of

children were dependent on recipients of a main benefit.

Table3.1: Take up of benefitby working age peopleat the end of April 2010

Number receiving Proportion of

at the end ofApril main benefit

Main benefittype 2010"2 population
Unemployment Benefit 75300 21%
Sickness Benefit 65,700 18%
LygttARQa . SyS¥T¥Ad 95,700 27%
Domestic Purpses Benefit, Sole Parent 98,300 27%
Domestic Purposes BenefifWomen Alone 3,500 1%
Domestic Purposes BenefjiCare of Sick or Infirm 6,500 2%
Emergency Maintenance Allowance 2,200 1%
2AR260a . SySTaAl 5,900 2%
Emergency Benefits 3,100 1%
Total mainbenefits 356,200 100%

Notes: 1.Includes partners. 2. A further 13,800 people aged under 18 and 65 or older received a benefit.
3 UnemploymenBenefitincludes all unemploymeielated payments, includingnemployment Benefit and
Unemployment BenefitHardship paid to unemployed peoplé Percentages do not add up because of rounding.

Source: Ministry of Social Development Administrative Data.

3.2 People leave benefits for a variety of reasons

Currently around one in five working age beneficiaries are obrm@mployment Benefit
and have an obligation to seek work and receive support to get into work. Partly as a
result, this group are less likely to stay on a benefit and more likely to exit permanently.

Looking at the speed at which people permanently letinebenefit system, one in three

new entrants to the benefit system who come on to the Unemployment Benefit stay less

than six months on a benefit over the following ten years. This is compared to one in four

Sickness Beneficiaries and one in eight Ingaid . SY STAOALF NASa YR 52YSaiAC(
Beneficiaries. In 2009, around 149,000 people exited the Unemployment Benefit. This is

significantly higher than the number who exited from Domestic Purposes Bertediie

°  Aged 1864 years.

1 The numbers here do not include those people who apply for the Unemployment B@sijibut move
into paid work before a benefit is granted. Currently around 40 percent of applicants are placed into work
without the need for a benefit.
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Parent (23,000 people), Sickness Benefig(2zan n LIS2 L)X S0 | yR Ly @kt ARQaA
people).

Table3.2: Exit reason from payment, June 1999 to June 2005

Domestic

Lydl ft Sickness Purposes  Unemployment

Benefit Benefit Benefit Benefit
Working 19% 24% 46% 48%
Left New Zealand 5% 3% 6% 5%
Marital status change 3% 2% 25% 1%
In prison 7% 2% 1% 1%
Died 27% 1% 0% 0%
Norrr.ene.wal of medical 6% 35% 0% 0%
certification
Other 33% 33% 22% 45%
NS @ 1 4,000 21,000 23,000 149,000

(average per year)

Source: Statistics New Zealand and Ministry of Social Development (R0@&)ort on the feasibility of
integrating benefit data with Linked EmployemployeeData, to produce official statisti€s

People exit all benefit types for a variety of reasadnsluding employment, change in
marital status, movement to New Zealand Superannuation -resrewal of medical
certificates, death, and prison.

3.3 There is a significant number of people on benefit for long periods of time

One feature of benefit receipt iNew Zealand is that a number of people use the benefit
system for long periods, and for some people, almost permanehidyure3.1 shows the
differing amounts of time that people had spent on a benefit in the previous decade. As
can be seen, there are over 170,000 people who had spent five or more of the last ten
years on a benefit. Within this group of people, 100,000 had spent more than nine or
more years on a benefit.

Figure3.1: Time beneficiaries have spent on a benefit over the previouydérs, Jun€009
70,000 -

60,000
50,000
40,000

30,000

20,000 A
10,000 - I
0 a T T T T T T T 1

0-1year 1-2years 2-3 years 3-4 years 4-5 years 5-6 years 6-7 years 7-8 years 8-9 years9-10 years 10 years
Note: People aged 284 on a benefit as at June 2009
Source: Ministry of Social Development Benefit Dynamics Dataset.

Number of people on benefii

' Aged 2864 years at the end of June 2009.
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Most of the people who are in the benefit system #ttended periods of time are on
benefits with a weak employment focus. As can be seen ffable3.3, of the over
170,000people who had spent more than five of the past ten years on a benefit, 65,000
G6SNBE 2y |y L 47@00fwardkad & Dom8syicPsirpodes Berelivle Parent

and 24,000 were on a Sickness Benefit. By way of contrast, only 12,000 were on an
Unemployment Benefit.

There are a range of explanations for people spending longer periods on a benefit. Part of

tKS SELX FYlFGA2y NBtIGSa (G2 LIS2LX $SQ&a LISNE2YFf OAN
how the support that people receive when in the benefit system affects their ability to

locate and sustain employment. Our conclusion is that a lack of consistent ecurk f

makes it difficult for the most vulnerable groups to secure employment.

Table3.3: Numbers 0f28-64 year oldon benefits long term by benefit type, Jurg909

Numbers using Percentage of
benefits for5 out very longterm

Main benefittype of 10 years benefit users
Unemployment Benefit 12,000 7%
Sickness Benefit 24,100 14%
LygttARQa . SyS¥TAd 65,400 38%
Domestic Purposes BenefjiSole Parent 46,700 27%
Domestic Purposes Benefjpther 5,400 3%
WidowQad . Sy S¥Ad 900 1%
Emergency Benefits 3,400 2%
Benefits as partner 13,100 8%
Total main benefits 170,900 100%

Note: 1.Numbers may not add up due to rounding.
SourceMinistry of Social Development Benefit Dynamics Dataset.

3.4 People who enter the systergounger or at older ages spend longer
periods on abenefit

Figure3.2 shows how long people stay after first being granted a ber]iéf{(bung people
who are granted a benefit when they are 16 or 17 years old are most likely ta spere
than five out of the next ten years on a beneReople who enter the benefit system in
the month after their 18 birthday are also more likely to remain on a benefit for a long
time.

The numbers of people that are entering the benefit system wang age each year (and
remaining there) is significant. Each year around 5,700 people enter the benefit system at
16-17 years of age, and a further 4,600 people enter the benefit system on thBir 18
birthday.In manycasesthe evidence shows thabese young people have emerged from
dysfunctional backgroundsave low levels of participation and achievement at school,

2 people who enter the benefit systetnday generally have a lowerx@ected duration on benefit than those

people who are already ombenefit. This is because a significant share of people on benefit leave quickly
and thus they are more likely to be representskentrants to the benefit system than people who are on
bendit at a point in time.
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and have a history of contact withhild, Youth and Famﬂleor this group of young
people, long periods of benefit receipt and the abse of a job is likely to exacerbate
existing problemsStudies link unemployment in ages-28 yearsto negative social and
health outcomes, including criminal behaviours, suicidal thoughtsy andalcohol abusge
and increased risk of future periods @fonomic inactivity:"

Early childbearindand entry to a benefitincreases the likelihood of educational
underachievemenaind poor economic circumstances in young adulthdodhe

Christchurch Longitudinal Study, those who became mothers before ageatghada
greater ramge of risk factorccompared with those who had not become mothers by age 21
years.

Figure3.2: Thosemostat risk of staying a long time when they enter the systedune 2009
T 60%

50% -
40%
30%
20% -

10% ~

Proportoin of new benefit recipients who spent
more than 5 out of the previous 10 years on ben

o
S
.

16-17 on18th 1819 2024 2529 3034 3539 4044 4549 5054 5559
years birthday years years years years years years years years years

SourceMinistry of Social Development Benefit Dynamics Dataset.

The evidence fronfrigure3.2 is also that as people age their probability of staying on a

benefit for long periods increases. More than one in three people agesb5@arsvho

entered the benefit system in 1999 spent more than five years out of the next ten years

2y 0SYySTFAGO® ! OO2NRAYy3 (G2 (GKS aAyAraidNe 2F {20Alft 58
(1999) around 11,000 people aged-59 years entered the benefit system thggar.

The older people who enter the benefit system who remain on benefit for long periods

FNB Y2ad tA1Ste G2 0S 2y {A01ySaa .SySTAd [yR Lyg@t
are more likely to cite barriers around entering the workforce such ais #gee and time

not in the workforce™> Home ownership (or other forms of savings) is one of the most

important factors for older people in avoiding hardship in retirement. The lower levels of

3 Welsh, D and Wilson, M (2010Q)fecourse factors associated with time spent receiving benefit in young

adulthood: A note on early findinggternal Ministry of Social Development working paper.

14 Fergusson, D; Horwopdand Wamdward, L(2001);'Wnemployment and psychosocial adjustment in young

ad Gay OF dza | (i ASdoal RithkelaSItMSdRiBd: 2MalirRy, T (2004)solating the scarring
effects associated with the economic inactivity of youth in New Zealarmt&zrea from the Christchurch
Health and Development studseport to the Department of Labour

UMR Research (200Barriers to Employment Research: Combined Report for MSD; &ti6lished
report.
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income associated with people spending extended periods outimf work immediately
prior to retirement makes it less likely that people will avoid hardéﬁip.

3.5 A number of children spendhuchof their childhood reliant on benefits

There were 222,000 children dependent on recipients of a main benefit at the end of June
2009 (around one in five childreh)Someof these children will be have been born while
their mother was on benefit. Of the women newly taking up Domestic Purposes Benefit in
the year to June 1999, around one in seven had additional newborn childreléacio

their benefit at least once over the following ten years.

The next section of the report discusses evidence that shows the damaging effect-of long
term low income on children. Recent research showed that 13 percent of children born in
1993 spent meoe than ten years of their first 14 years in a benediiant household?® A

further 8 percent spent between seven and ten years of their first 14 years on a benefit.
More than half of the children born that year experienced at least some period in a
benefi-reliant household before they were 14 years old.

3.6 The numbers of people on a benefit has increased sharply

At the end of April 2010, almost 13 percent of the working age population was receiving a
benefit. Of the people who were on a benefit at the erfdJane 2009, more than 170,000
had been on a benefit for most of the past ten years. The vast majority oftésnyg

benefit receipt is concentrated in people receiving benefits for reasons other than
unemployment. A key gestion is how does this compate usage of benefits in the past?

The overall extent of benefit use increased significantly in New Zealand over the last 50
years. In 1960, approximately 2 percent of the working age population were receiving a
benefit. By 2008, before the economic recessimcurred, and after a decade of economic
growth, roughly 10 percent of the working age population were receiving a benefit. The
vast majority of the increase in benefit receipt occurred because of an increase-n non
work-related benefit types; L y @ | HerdelR, Siikness Benefit and Domestic Purposes
Benefit¢ Sole Parent (seEigure3.3).

When we look at numbers on sole parent benefitee overall drivers of the prevalence

are the extent of sole parenthood and the level of dmypnent among sole parents. Sole
parenthood in New Zealand grew rapidly in the late 1970s and 1980s with the number of
sole parents increasing by a third between each-fiearly census, before levelling out
between 2001 and 2006.

® Fergusson, D; Hong, B; Horwood, J; Jensen, J avetg;r& (2001Jhe Living Standards of Older New
ZealandersMinistry of Social Development.

7" Ministry of Social Development (201@009 Statistical Repart

Wilson, M and SoughttqrD(2009);€hildren in Families Supported by main benefits: An u@&bcial
Policy Journal of New Zealaridsue 36.
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Figure3.3: The growth in the prevalence of benefit receipt among twerking agepopulation,
1960 to 2009

18% -
16% -
14% -
12% -

10% A

8% -

6% -

Proportion of working age populatiol

0%
1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010

Unemployment Benefit B Invalid's Benefit Sickness Benefi
B Widow's Benefit Domestic Purposes Benef

T T T T T T T T 1

Note: Thehistoricalseries is a count of main benefit payments. It is acrosgoakingage groupg18-64 year
olds)anddoes not include partners.

Source: Ministry oBociaDevelopment Statistical Reports and Statistics New Zealand population estimates.

Employment of sole parents reduced considerably in the late 1980s, but began increasing
from 199798. Policy changes, a®ll as a strong labour market, have played an important
role. The implementation of a work testing regime for sole parents in 1998 led to an
increase in employment of single mothers compared to partnered mothers. The stronger
financial incentives to be work, through the Working for Families packagéso seems to
have had an effect in increasing employment.

The proportion of the population receiving the Domestic Purposes Benefit is currently
significantly higher than when this benefit was first estsitdid. For example, in 1980
approximately 2 percent of the working age population were receiving Domestic Purposes
Benefit, but by 2008 this had reached over 3 percent, having peaked at close to 5 percent
in 1997 (sed-igure3.4).The decline in Domestic Purposes Benefit receipt from the late
1990s until 2008 reflected a combination of both improving employment of sole parents
as well as a decline in the prevalence of sole parenthood in the later period. Since the
recession in 2008he numbers claiming Domestic Purposes Benefit have risen again.

Figure3.4: Trends in main benefit types among the working age population, 12609
9% -
8% |
7% -
6% -
5% |
4% -
3%
2% |
1%

0% : : —/ : ‘ : : : ‘ :
1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010

Domestic Purposes Benef =|nvalid's and Sickness Bene ==Unemployment Benefit

Proportion of working age populatior

Source: Ministry of Social Development Statistical Repoid Statistics New Zealand population estimates.
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Figure3.5: Soleparent employment rates across th@ECDaround 2007
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SourceOECD family databasenyw.oecd.org/els/social/family/databage

Overall, therewere major social and economic changes that have affected the need for

people to draw on the Domestic Purposes Benefit. However, the lack of support and work

focus led to people spending long periods on a benefit (see section 5 for further

discussion). IRSSRZ ¢S &aSS GKIG bSg %SItFyRQa NIGS 2F S
of the lowest in the Organisation for Economic Cooperation and Development (OECD) (see

Figure3.5).

CKS ydzYoSNJ 2F LIS2LX S 2 yneds BendfifistiniaiyR Qa . Sy STAG Iy
determined by the number of people assessed as meeting the medical classification

required for each benefit type, and the employment ratesd@abledpeople.

Information on the prevalence of disability and the employment ratesifsabledpeople

is scarce, but some broad conclusions are possible on the basis of data that is available.

NRI Rfé& alLlSF{Ay3ar GKS INRBgGK Ay {A0lySaa .SySTa
caused by the population getting sicker or more disabledoparison of New Zealand
health surveys show thdietween 1996 and 2006 more people rated their health as
excellent or very good; fewer people rated their health as fair or poor; people on average
reported better physical functioning scores and bettelerbmitation scores. Overall,
general health was improving as measured by steadily improving levels of life expectancy
and health expectancy across all major population grotpsi 1 S6AaS bSs %St yYRQA
of employment for disabled people is one of thigimest in the OECD. Around two in three
disabled people, with low or medium levels of support needs, are in employment.

In the 1960s and for most of the 1970s roughly 1 percent of the working age population

NBEOSAGSR I {AO1ySaa it(sBeFi§uFed dabodlFrdmyhe latg O f ARQa . Sy
1970s, the prevalence of these benefits began to increase. By 2008, prior to the recession,

almost 5 percent of the working age population were in receipt of one of thegefiis.

The growth in receipt of these benefits was across all ages, suggesting that the changing

age structure of the population played very little role in the overall increase. Policy

changes in other areas, for example the increase in the age of ktygibr New Zealand

¥ Ministry of Social Development (2009%e Social Report.
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Superannuation, as well as deinstitutionalisation &@C-hanges, seem to have played a
small role?

2 KSy S O2YLINB GKS ydzYoSNBR 2F LIS2LX S 2y |y Ly@ltAa
with the numbers of people who report differergvels of impairment, the numbers on

{AOlySaa .SySF¥Aada FyR LYy@IrtARQa .SySTAGAa 2dzi¢SAIKaA
mean that they needlaily assistancas measured by th2006 New Zealand Disability

Survey. According to that survey, around 37,d@bled people aged 164 years require

a high level of support (sdeigure3.6). Over one in three people with high levels of

support needs are in paid employment. There are around 150,000 people with medium

levels of support eeds with about two in three of this group in employméht.

¢CKSNB NS y26 mnoXnnn ¢g2NJAy3a 3IS LIS2LS 2y LYyGlftA
(excluding partners). This figure is higher than the number of people who require daily

assistance. Ifwe apply K S LINB Gl f Sy O0S 2F 1LIS2LX S 2y GKS Ly@lIfARQSZ
Benefit from 1982 to our current population levels (around 40,000 people), it is similar in

size to the number of people recorded as high needs from the 2006 Disability Survey. The

peopleon @l t ARQ& . SYySTAG FyR {A01ySaa .SySTAGZ o6AilK2dzi
requires daily support, are likely to include people whose physical impairments require

medium or low levels of support, or people with mental health conditions that do not

restrict daily tasks, but that affect work capacity.

Figure3.6: Numbers of people with different levels of disability
160,000 -

» 120,000+

it

80,000 -

40,000

Low level of support Medium levels of High levels of suppotihvalid's and Sickness2010 Invalid's and

Numbers of people with a disabil

needs 2006) support needsZ006) needs 2006 Benefit (2010) Sickness Benefit
numbers based on
@ Employed Not employed 1982 prevalence rates

Note: Due to the absence of data we are not able to imply the estimated level of employnieni 882
prevalence chart.

Source: StatistiddewZealand (2006 New Zealand Disability Surpepulation estimates Ministry of Social
Development Statistical Report; and the Welfare Working Group Secretariat.

® wisorz a FyR aO[$2RZ Y 6HnncOT W yRSNEOIYRAY3I (GKS DNBSGK AYy Ly
Social Policy Journassue No. 29

! Respondents have been assigned a ratipgstatistics New Zealard either 'low', 'medium’ or 'high’

support needs based on their need for assistance and/or special equipeating to their disability. High
needs refers to daily use (medium neeadfers to less than daily) (met or unmet) for any of the following:
special equipment; work environment adaptations; help with meal preparation, shopping, everyday
housework, finances, communication, washing, dressing or medication.
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There is evidence that the growth in numb&s/ G KS {A01ySaa .SySTAd I yR
Benefit has in large part been driven by more people being diagnosed with psychological

conditions and muscskeletal conditiong? Given that there is evidence that these are

exactly the conditions for which a ratuto work brings the biggest health benefits, the

lack of early intervention in the current benefit system, a weak work focus and higher

benefit rates than other payment types for people with health problems is notéble.

3.7 More people are spending time ondmefits with a weak employment
focus

This section shows that there are a significant number of people who were on a benefit

for most of the past ten years (170,000 people). These people tend to be on benefits

which have a weak employment focus (Domestigg@ses Benefit, Sickness Benefit and

LY@t ARQa . SySTAGLUD® alyed AYRAQGARdzrfa 2y | 0SyS¥
health and are caring for a child as a sole parent.

Compared to individuals on Unemployment Benefit, individuals on other benefitsto

have less support to return to work and have few expectations to be actively searching for
employment. When combined with it becoming harder and harder to leave benefit as

time goes by, it is unsurprising that the number of people receivingdeng benefits has
steadily grown.

Over time, the weaker work focus on these benefits undermines the capacity of people
receiving them. People who already have a number of barriers and disadvantages are
placed on payments with less active support to lookwork. These people then spend
significant periods outside the labour market, which in turn makes it even more difficult
for them to return to employment.

There was a consistent lack of policy response to the large numbers of people spending
long periodsoutside of paid work (even during periods of low unemployment), on low
incomes, with deteriorating health, and worsening employment prospects.

3.8  Summary

There are currently 356,000 working age adults receiving a benefit in New Zealand. This
represents almasl3 percent of the working age population. Of the people on a benefit,
roughly 5,000 are on the work focused Unemployment Benefit (including partners and
those in training). There are 200 adults on non work focussed benefjitBomestic

PurposesBenaf(i> {AOlySaa .SySFAlGZ Ly@dlIfARQaA FAGZ

(s}
(s}

y

A large number of people have been on a benefit for long periods ofgit#),000
people have spent more than five out of the past ten years on a berdfihe same time,
roughly2yS Ay FAGS 2F bSé %SIHflyRQa OKAf RNBY @SNB f

People on a benefit lorterm are disproportionately on the Domestic Purposes Benefit,

{AOlySaa .SySFTAG YR LYy@GlItARQa . SySFekiz NI G§KSNJ
of a consistentvork focus on theseenefitshas contributed to people remaining on a

benefit for long periods.

2 Wilson,MandMcLedd Y O6HAncOT W YyRSNEGFYRAY3I GKS DNRSUGK AY Ly@Lt Al
Social Policy Journassue No. 29.

Waddell, G and BurtgrA (2006);ls Work Good for Your Health and Wellbeirgport commissioned by the
Departmentfor Work and Periens on the scientific evidence on work and health and wellbeing.
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The number of people on benefitgith a weak focus on work hagsown significantly since
the 1970s. This reflects a variety of factors idahg the changing nature of families, the
labour market, and the absence of a work focusoas the entire benefit system

Tell us what you think

Q3: What aspects of the current benefit system are working well and should be
retained?

Q4: What aspects of th benefit system contribute to lonerm benefit receipt?
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Section 4. The impacts of paid
work and long -term
benefit receipt

4.1 Paidwork brings inincome

The primary reason that most people work is to financially support themselves and their
family andg K n y Kotizuprisingly then, people ipaidwork are better off financially

than people who are not in work. On averageperson who holds a higher school
qualificationreceives $740grossper week which is considerably higher than what they
would receive on a benif On average, a person getting a benefit receives about $331
per week before tax (including supplementary payments). In addition, the gap will tend to
increase the longer people are in work, as they gain skills and experience.

4.2 Income frompaid work is amajor route out of hardship and poverty

A range of studies show that for individuals and their families, securing paid work is an
important route out of povertyz.4

At an aggregate level, it is clear that increasing levels of employment reduce poverty in
the community. In recent years, every percentage point increase in the level of
employment has been associated with slightly more than one percentage point decline in
the poverty rate. As more people get jobs, they receive earnings that take their incomes
above measured poverty thresholds.

This is because thdifferences in income between those households that relyspecific
government transfergincluding all government financial supports, including benefits, tax
credits), compared to households reliant mages and salaries ase marked. When we

look at households on very low incomes, we see that those households are far more likely
to be reliant ongovernment transfers than thoskeouseholdsvho are reliant on market
incomes.

Figure4.1: Household income (equivalised) by source of income
80% -
70% -
60% -
50% -
40%
30%
20% -
10% - l

0% , , g , ,

<$27,100 $27,100-$37,900 $37,900-$50,100 $50,100-$70,200 >$70,200
Marketincomes ® Government transfers

Proportion of households

Source: Perry, B (2009); Household incomes in New Zealand: trends in indicators of inequality and hardship 1982
to 2008; Report prepared for the Ministry of Social Developme

2 Jenkins, SRigg, J and Devicienti, F (2008)e Dynamics of Poverty in Britairepartment of Work and

Pensions, Research Report 157.
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Over 70percentof householdghat are reliant on Government transfers are in the bottom
fifth of households by income (income of approximately $27,100 per year), while less than
10 percentof householdghat are reliant on market incomes are in thetlmm fifth of

income (sedigure4.1).?> To put it another waytwo in every threegpeople who have very

low incomes are reliant ogovernment transfers, rather than market incomes.

4.3 Longterm benefit dependencyis associated with evere financial
hardship

The longer someone has low incontige worse the adverse outcomes from poverty are.
As people spend longer periods on very low levels of income they use up resources and
economise more on essentials. Persistent periods of low irctirarefore have a growing
cost to the outcomes of those households @henefit. Research from the United

Kingdom suggests th#there is a relatively weak link between temporary low income and
deprivation (financial stress, low standards of daily livinglerinvestment in consumer
durables and poor housing), but those with permankw incomeshave deep levels of
deprivation®®

4.4 Paid work brings extra resources to spend on children

At the end of June 2009, 222,000ildren aged @ 17 years were depend¢ion
recipients of a main benefit

Based on previous experience it is clear that many of tleeddrenwill spendiong
periodsliving inbenefitdependent families. For example, for children born in 1993,
approximately one in five were supported by a mbenefit for seven or more of their
first 14 years of lifé’

Nearly 6Qpercentof all children living in poverty are in households where the aftult
adultg) is not inpaidwork. Afurther 10percentof children living in poverty have no adults
working fll-time (seeFigure4.2 below). To put it another wayg1 percentof all

households with children whose parents are not in work are in poverty. While there are
many factors that impact on childhood wellbeing and outcomes, thel lef/family
resources is a critical determinant of a range of outconreduding health and

education®®

Low levels of income are associated with many risk factors associated with poor child
health. New Zealand children growing imppoor familiesare moe likely to live in
overcrowded dwellingsand have nutrition and access to health services restricted by
income.Data shows that 3Bercent ofthe most disadvantaged householdsport that
they sometimes annot afford to eat properly. In addition, childnegrowing up with the

% The figures presented are based on the houselegjdivalisecduintile estimates from Perry (2009). The

quintile boundaries are based on the boundaries for a couple with no children. The respective boundaries for
a sole parent are: $24,600; $34,500; $45,500; $63,800.

Berthoud, R; Bryan, M and Barddsi(2004)The Dynamics of deprivation: the relationship between income

and material deprivation over tim@epartment for Work and Pensions, Research report 19.

2 Wilson, M and Soughtton, RGOV T W/ KAt RNBY Ay Ck YAf A S&ERH(iGB@I2Z NI SR 6& al Ay
Policy Journalssue No. 36.

26

% Woessmann, L and Fuchs, T (200dhat Accounts for International Differences in Student Performance? A

ReExamination Using PISA DalZA Discussion Paper No. 1287; CESifo Working Paper Series No. 1235.
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lowest income have far higher rates of hospitalisation for rheumatic fever and serious skin

infections Importantly, children from poor families do less well at school.

Figure4.2: Proportion of households with children in poverty by household ty2©08
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T T T 1

Proportion of households with children in

Selfemployed One or more full time Parttime only None in paid work

SourcePerry, B (2009); Household incomes in New Zealand: trends in indicators of inequality and hardship 1982

to 2008; Report prepared for the Ministry of Social Development.

Childlood poverty is also concentrated in some groups2009, one in six
European/Pakeha childrepne in four Pacific childremnd one in threea n 2dlikren
lived in poor familiesThe higher poverty rate faa n 2 ddilren reflects the relatively

high proportion ofa n 2dkiiren living in sole parent beneficiary families and households

In June 2009, 4Bercentof Domestic Purposes Benefidch LIA Sy 14 B SNB an2 NA o

Work, benefit levels and poverty

Adult joblessessis stronglylinked to childhood povertyandthis has a range of negative
health and educational outcomes for children. Indeed ne@flypercentof New Zealand
children liing in povety arein households where there is no adult in work.

bS¢ %SItl yRQa f S@Sdoleparéntsilatiehd niedidn sveeklya G Iy
earningsis one of the highest in the OEEyure4.36 St 2 ¢ aK2ga GKI @
soleparent benefit (including housing costs) is the fourth highest in the OECD. New
%St yRQa &2t S pddertidbryedianh@iselol quivaliséd incgme. Th
rate of this benefit ihigherthan Finland (5perceni, Norway (52ercen)) and Sweden
(52 percen.

Those countries with the lowest levels of childhood poverty in the OECD are those th
also have the highest rates of sole parent employment (combined with a benefit level
Oft2as8S G2 bSg %SItlyRQA& NI (S overtytatesSn tiiz2 dzy
OECD are Denmark, Finland, Sweden, Norway, France and Austrd.of these
countries medium levels of benefit are combined with a high employment rate for solé
parents.

11
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®  (raig, E; Jackson, C and Han, D.Y, NZCYES Steering Comititeeing the Health of New Zealand
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The top performing countries in terms of atibod poverty show that it is possible to
have low rates of child poverty when reasonable benefit levels are combined with hig
employment rates for sole parents. Whiteford and Adema (2007) find that if New Zealand
could lower the share of jobless housetislto that experienced in the top performing
02 dzy (G NA Sa s chil§pbverySatefwbuid Rrepzby a quartéf.

0

Figure4.3: Sole parents benefiténcluding housing cosjgelative to median household irame,
2005
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4.5 Employmentandjob-related experience

People in employment have attachment to an employer and the labour market and they
build experience over time. Acading to $atistics New Zealandearly 95ercentof
people who are in employment, remain in employment from one quarter to the next.

Thelonger thatpeople arein work, the more skills and work related experience they gain.
Dixon and Crichton show that there iststantial earnings growth for the group of
beneficiaries who move from benefit to wo?&They show that in the first six months

after someone moves from benefit gustainedwork, their average earningare $1,760

per month. They then show that in the se@ six months after beneficiaries are in work
(real) monthly earnings are lgercenthigher (or $19.36 higherjn the third six months
earningsare 6.1 percenthigher ($107.36 higheraind by the fourth six months
8.5percenthigher ($149.60).

Weak atachment to the labour market is both a cause of ldagn benefit receiptanda
consequencePeople out of work are most likely to reduce job search and have fewer
work related skillsThe key issue for many employers is not the need for people with
advaned technical and professional skills, but people who are employment ready and

¥ Whiteford, P and Ademan (2007);What works best in reducing Childhood Poverty: A Benéfitark
Strategy OECD Social, Employment and Migration Working Paper 51.

% Dixon, S and Crichto®(2007 The ¥nger term employment outcomes of people who move from a benefit

to workQSocial Policy Journal of New ZealasdueNo. 31, July 2007.
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committed>* As people spend longer arbenefit, they become less motivated and less
confident about trying to actively seek wogkdless desirable to employers.

There is stromg evidence on the association between the time spentadrenefitandthe
likelihood of leaving and remaining atbenefit*>While 50percentof people who enter
the benefit system in any given year are off benefit after one year, only an additional 9
percentof people are off benefit after two years, and only a furthgreBcentof people

are offthe benefit three years later (seleigure4.4). Over onethird of the people who
enter the benefitsystem areon benefit five years lat.

Figure4.4: Theproportion of additional people off benefit each year
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Source: Ministry of Social Development BermfitamicsDataset(19931998 cohort).

4.6 Being out of paid workis associated with poopsychologicaland social
consequences

Thereisa rapidly growing literature on the wetleingof people in employmentompared

to those who are unemployedPeople who are in employment have higher measured life
satisfaction than those who are unemployed. Tte-monetary impact on wellbeing from
the loss of employment far outweighs the loss in income associated with not being in
employment?‘6 This result shows thieindamentalimportance ofpaidwork for people
economically, psychologically and socially.

Tenson and conflict in families is associated with joblessness. The loss of social and
professional contacts in the workplace can result in poor health, family violence and social

3 paul Andersorfrom KiwiRaito the Welfare Working Group Forum.

% There is still a question as to tkegree to which the declining rate at which people find workhey spend

longer onbenefit is the result of the mostisadvantagedemaining jobless lager (unobserved
heterogeneity) omvhether being out of paid work is harmful for the likelihood of moving into employment
(state dependence). Nevertheless, when looking at the unemployed, even where we control for all the
personal characteristics of peoplbhe steep decline in the rates at which people leave unemployment
remains.In addition, we also observe a strong effect frearlier periods ofinemployment lowering the
probability of exit from the current spell (s€zarroll, N (2006}€xplaining Unemplyment Duration in
Australi@2 The Economic Reconebl 82, number 258.

% Winkelman, land Winkelman, & m ¢ diWhy) Afe thé Unemployed so Wi LILJB K 9 A RSy OS FTNRBY t I y St
Economica65, X 15; Frey, B.S and Stutzer, A (20@&hat can economists &n from happiness researcfd?
Journal of Economic Literatyreol. 40, pp. 402435; Carroll, N (2007%)nemployment and Psychological
Wellbeing2 The Economic Record; vol 83, number 262. ClaR,®2 NHSt f AaX , YR {lyFSes t OHun
ThePsych@l 3 A OF £ L YL} Ol 2 FEconbniicass,!23k81Y L) 28 YSy (i Q=
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exclusion. The stress generated by joblessness is associated with medicahys dhat
are linked to lifestyles involving poor diet and/orogssive consumption of alcoh8IThe
Royal AustralasiaB@ollegeof Physid | yasitibn statement notes that psychological
distress may occur in children whose parents face increased econoesisupe,
sometimes resulting in withdrawal, anxiety and depression in the childreaggressive
or delinquent behaviour and substance abuse.

What people from the workshops said about what it was like to be on a benefit

A key theme about life on a bengfthat came through the Welfare Working Group
workshops around the country, was that being on a benefit was a blessing ititreas]
but having to be on a benefit for long periods was demoralising. People who had a lo
history on benefit, particularlylder beneficiaries, talked about how their confidence wa
initially quite low. We heard thatwen though there is a strong overall desire to work,
somepeopgh IS G WO2 Y T aoNIdrkdocuSedlifestyfleioka bénefity

1S

Workshop participants destréd how the current system is too complicated and too

much time is spent on compliance. People talked about how the system incentivises
people to change what they do in order to qualify for a range of different allowances.
heard that the system does ngive enough incentive for people to work longer hours.

We

We also heard that people with high and complex needs (particularly those people with

disabilities that require high levels of support) find the system difficult to negotiate as
feel that they ae caught between the health system and the welfare system. This gro
people said thatongterm dependence should not be viewed as a negative.

We also heard of the difficult choices that people make. One workshop participant, A

they
up of

naru,

told us that he wagust about to completénis building apprenticeship when he was laid
off due to the impact of theconomic downturn. He is noveceivingthe Unemployment
Benefit but his family has urged him to take other work, such as a seasonal job in frui
packing, tatide him over until he can get another apprenticeshife understands that this
mightlead to new opportunitig, but is concerned that taking an unskilled job would be
waste of his skills and affect his chances of returning to the building industry.

D

On the positive side, people who moved into paid work weegpythey found work

(often after plenty of knockbacks)In a number of cases, they were receiving Working f{
CrYAftASa YyR FStid WNBIazylofe O2 Yorparid,l
but it is still better than being on a benefit. For young people, we heard that employer
want to see evidence of them havingvark ethic team work,selfresponsibility,and the
discipline to get up every morning.

or

6t3Q 2y GKSA

n

4.7 Paid work isassociatedwith better physical and psychological health

5LYS /FNRE . fFOIRE NBOSHK NBOABKIRFYQA
us to the positive links between health ahd- A R ¢ 2 NJ

g2NJ Ay3 S

o8& cotmpellifgf A IKGAY I GKS

3
W

37 pustralian Department of Education, Employment and Workplace Relations)(20@%ss families in

Australia: Their prevalence, personal and societal costs and possible policy resmppuéegrepared by
Tony Vinson for the Australian Department of Education, Employment and Workplace Re#dtys; W
0 M b §¥timiLosks from UnemploymeRdournal of Economic Issy@3(2) 49196. Sen, A1997)4hequality,
Unemployment and Contemporary EpefdIfiternational Labour ReviethB6(2), 155171; JunankaN and
Kapuscinski, C.A (199Zhe Costs of Unemployment in Australi® AC, Canberra: AGPS.
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evidence that work has an inherently benefigimpactonr y A Y RA @A Rdz t Qa adal dS 2
KSI fPiKQ

This view is echoed the Royal Australasia@ollegeof Physid I Ya&itibn statement
whichconcludé (i fisrimost iddlividuals, working improves general health and
wellbeing and reduces psychologlictrest Bo

An extensive review of evidence from the United Kingdom found strong evidence that re

employment improvd seltesteem, improved mental and overall health and reduced

psychological distress and minor psychiatric illn&ss also found a broad consens that

AA01 FYR RAAlFIOESR LIS2LJ) S> SaLSOAlLftte (GK2asS 6A0K
encouraged and supported to remain or return to work as soon as possible because it

is therapeutic helps to promote recovery and rehabilitatipreduces povdy; and

promotes participation in society, independence and human rights.

This evidence, that work can have health benefits, sits alongside evidence that being out
of paid work is itself harmful to healtfThis is reflected in higher mortality, poorer geak
health, poorer mental health and higher medical consultation and hospital admission
rates

The initial period on benefit may be critical for people with a health conditimvid Bratt

at the Welfare Working Group forum notes théduet risk of never reirning to work rises
steeply as the time off work due to illness lengthens. It has been estimated that, on
average, if a person is off work for 45 days tludiness, the chance of evgoing back to
work isjust 50 percent and this falls to 3percentif the absence is longer than 70 days
(ten weeks)‘.12 The ways that people view limitations resulting from their impairments is
formed early on in their benefit spell and the longer they spend inactiveemore limiting
the perception of thé& condition carbecome. This suggests that an active and immediate
approach to support people back into wodnd to counter perceptions of the limitation
early on s critical.

4.8 Thebenefta @ aGSY IyR FTIYATfASE YR gKnyl dz

Economic dependency and economic wellbeing are supported by a range of factors
2dziAARS 2F 62N] ® ¢KS&S FILOG2NBR AyOfdzZRS 4Knyl dz |

Family formation is inherently a personal decision and aA @A Rdzl t Q&4 RSOAaA2ya | o
needs in regard to family formation and partnering will depend on the circumstances that

they face. A benefit system should not promote certain family types over others. There is

limited evidence in this are&.Neverthelesst | S& ljdz8adiAz2y A& 6KSGKSNI bSs
high rate of sole parenthood compared to other OECD countries is entirely driven by

broader social trends.

% Black, C (2008)Vorking for a Healthier Tomorrov WS @A S¢ 2F G KS | St f (uktio ¥ . NRA G Ay Q&

¥ The Royal Australasi@llegeof Physicians and the Australasian Faculty of Occupational and Environmental

Medicine (2010)Realising the Health Benefits of WokPosition Statement
40 Waddell, G and BurtqmA(2006);ls Work Good for Yotitealth and Wellbeingreport commissioned by the
Department for Work and Pensions on the scientific evidence on work and health and wellbeing.

1 bid.

“2 The Royal Australasi@@pllegeof Physicians and the Australasian Faculty of Occupational and Environmental

Medicine (2010)Realising the Health Benefits of WokPosition Statement

Nolan, P. (2008)hen work and marriage do not pay: Poverty traps and marriage penalties in New
%S| f | yeft systdmBaper presented to the New Zealand Association of Economists Conference
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Figure4.5: Proportion of children in sole parent househo|dsound 2007
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Source: OECD Family Database\y.oecd.org/els/social/family/databage

What did people from the workshops say about the wider costs from the bersfitem?

The key theme that we heard from the workshops about the wider costs of beneéipie
was that it disempowered adults and was adversely impacting on children and young
people. We heard of a culture &dw expectations fosomeyoung people and children.

One participant commented that some¥ah £ A S& | NS Ay Wi K&rd & dzNIDA G ¢

that access to benefits influences whethgung people stay or remaliving with their
parents.

4.9 Intergenerationalconsequence®sf longterm joblessness

CrYAf@ YR éKnyldz KI@S I ONARGAOIE NRBES Ay

the best pasible start in life. Ultimately, we want strong outcomes for our children, in
terms of education and health in childhood that build strong outcomes in adulthood.
Disadvantage in childhood can have ldasgting effects into adulthood. Some participants

02EQ®

AKI LAy 3

iNn2dzNJ g2N] aK2LJa y2GSR GKFd a2YS FFLYAftASakgKnyldz 6SN

generations and that this dynamic is becoming entrenched.

Where parents with work capacity are not engaged in paid work, this sends messages
about the value of paid work and tHeenefits to engaging in education to improve work
prospects. In addition, families with very low levels of income have fewer resources to
invest in their children. This may lead to children from poor families having worse
educational and health outcomes.

There is evidence that growing up in a family that is dependent on welfare is associated
with a greater risk of benefit dependenééln the UK, it was found that in the decade

prior to their 33 birthday, around one in ten sons had been unemployed forerthan

one year, but for sons whose father was unemployed when they were 16 years old, nearly
one in five sons experienced one or more years of unemployﬁ?dntAustralia, one in

* Maloney, TMaanj Sand PachecoG(2003);4htergenerational Welfare Participation in New Zeal@nd

Australian Economic PapeSeptember 2003.

Johnson, P., and Reed, H. (1996). Intexgrational mobility among the rich and the poor: Results from the
National Child Development Survey, Oxford Review of Economic Policy;42.127
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ten young people from middincome families received income support, comgeito one
in three from longterm social security recipient familiéd.

Professor Deborah Colblarke at the Welfare Working Group Forum showed that
Australian youth who hatived in families with a history of being on income suppeete
more likely to engge in a range of risky behavioThis risky behaviour included
W¥ngaging with a bad crov@dunning awa@and¥onsuming alcohol and illicit dru@and
wasalso associated with having daet with police and the courts

4.10 Longterm benefit receipt and ciminal offending

Longterm benefit receipt is costly for the community because it is associated with higher
levels of criminal offending’he level of offending by some people on benefit is high, and
there is good evidence that some of this is causejbb;essnesﬁ7 Research shows that,
particularly for young peoplaetting a job reduces the likelihood of criminal offending.

C2NJ 82dzy3 LIS2L)X S5 SyYLX 28YSyid NBRdzOS& GAYS Ay Wd:

self esteem, financial security, goodeohodels, and often takes young people away from
deviant peer groups. A conclusion of the United St&tational Supported Work
Demonstration Projectesearch was tha#ork appears to be a turning point in the life
course of criminal offenders over 26 ysald. Gfenders who are provided even marginal
employment opportunitiesareless likely to reoffend than those not provided such
opportunitiesf®

4.11 Regionalcommunities and the benefit system

Longterm benefit receipt is concentrated in some regions anelat and this brings a
range of adverse effects.

Figure4.6 shows the prevalence of benefit receipt amongst the working age population
across local authority areas. The prevalence of benefit receipt is much lower in the South
Island, with benefit prevalence of less than 10 percent in most areas. Buller, on the West
Coast, is a notable exception. Benefit prevalence is much higher in the North Island, where
few local authority areas have prevalence rates of less than 10 percent Mittaa

prevalence of at least 20 percent are the Far North, Papakura (in Auckland), Opotiki,
Gisborne and Wairoa (the East Capehanganui and the Horowhenua.

Specific neighbourhoods are adversaffectedwhere there are large concentrations of
peopleon benefits long term. These effects range from extra stress on community
organisations, to reduced purchasing power in the local economy.

These effects also seem to be exacerbated by the costs of housing. Areas of high benefit
receipt and few jobs will ¢én attract more beneficiaries because of cheaper housing. At
the same time, differences in housing costs are also a barrier for some people to move to
areas with more jobs.

46

Deborah Cobb Clarke to the Welfare Working Group forum.

" Freemanw® 6 mMddpdl W¢ KS HanGdok af Yabd EcorbricsONA Y S Q
Ch 52Volume 3, Part 31999, Pages 352871; Fergusson, D. M., John Horwood, L. and Woodward, L. J.
(2001). Unemmyment and psychosocial adjustment in young adults: causation or selection? Social Science
& Medicine, 53, 3, pp. 30820; Kazemian L. and Maruna S. (2009) Desistance from &tandpook on
Crime and Devian¢&rohn et al., [eds] Ch 15 p2295.

Uggen, C. (2000). Work as a turning point in the life course of criminals: A duration model of age,
employment, and recidivism. American Sociological Review &®2.p5
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Figure4.6: Number of working agegeople in receipt of a main benefit as a proportion of the
population by local authority areas, June 2010
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4.12 a n 2 NJthebefidlit system

¢tKS SEGSY(l 2F o0SySTAG NBOSALW FY2y3I an2NR sl & |y

workshops and consultations. We heard a diverse range of views and experiences. Key
iKSYSa ¢gSNB (KS @OSNE KAIK fS@St 2F 220t Saa
O2YYdzyAGASaY YR GKS AYLI OG GKFd GKAAa KAIK
and rangatahi in particular. We have heard many examples of individuals moving into
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employment with the right combination of self belief, training and supp@fe also heard
Fo2dzi GKS AYONBFaS Ay o0SYySTAG NBOSALIW o0& an2NA

Despite this, the statistics are disturbing, &% SEGSyd 2F oSy SF¥A G NBOSA LI
communities is very high. At the time of the latest census in 2006, just oveer2zént of

an2NR 0S0i6SSy GKS |3Sa 2F wmy Thissténpesito € S NA ¢ SNB
12 percent in the total populationa n 2ANRAY Sy 6SNB Y2NB fA1Ste G(GKIFy an
NEOSAGAY3I | oO0SYSTFAG® !'Y2y3 an2NR ¢2YSys 2dzald 20
compared to 20 percent & n 2rhER.

Figured7si2 6 & (G KS LINPLI2NIA2Y 2F an2NR YSYy |yR 62YSy

0SYSTAG G GKS GAYS 2F GKS OSyd&adza AYy unncod !''a O

GKSANI G6SyiASaz I NRdzyR nmx: 6SNBE NBOSAGAYy3 | o6Sy

over 20 percehwere on a benefit. At older ages benefit receipt increases sharply. The
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Figured7Y . Sy STAG NBOSALIN 2F gaup20m6 YSy FyR ¢g2YSy oe |38
50% 1
L 40% A
g
(=)
o 30% A
©
s
S 20% 1
5
s
a 10% 1
0% -
18-19 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64
Years Years Years Years Years Years Years Years Years Years
sMOor i MOori w
b238SY ¢KS LRLMA I dA2y SadGAYIdiS A& olasSR 2y G241t NBaLRyas$s

SourceStatistics New Zealand estimated national ethnic popula2®®6) and Ministry of Social Delepment
administrative datg2006)

As would be expected from these figures, there is a very high concentration efdong

0SYSTAG NBOSALIW Y2y3a an2NA® . FASR 2y |y lyltea
age on benefit in June 2009, itisesti@aR G KI G 2dzad 2G0SNJ Hc LISNOSyld 27
the age group had spent five or more years on a benefit in the prior decade. Almost 17

LISNOSydG 2F it an2NA YSy Ay GKIFG F3S INRAZLI KI R
last decade.

Theextentob SYSFAG RSLISYRSYyOS Aa KAIKSNI FY2y3a an2NR |
but up until the recession the difference was declini@gnsus data shows that between

Mppc YR Hannc 0SYSFAG NBOSALI FY2y3d G4KS an2NR L
improved. The extent of benefit receipt has now increased since the recession, with over

Hy LISNOSydG 2F an2NR 2y o0SYSFTFAOG AY wHnndpd ¢KS dzyS
from 12.6 percent in June 2009 to 16.4 percent in June 2d10.

49 Statistics New Zealand (2016jpusehold Labour Force Survey: June 2010 quarter.



It is likely that factorsuch as lower levels of education, poorer health, sole parenthood,

and rural geography explain the higher rates of benefit receipt ov&ralbwever it is also

reasonable to conclude that part of the cause is the structure of the benefit system itself,

withlongi SN o0SySTAG NBOSALII 06S02YAy3d SyiNByOKSR | yR Y
communities.

4.13 Pacificpeopleandthe benefit system

There is a higher concentration of beneaficeipt among Pacific communities, and Pacific
people are over represented in the mier of people on benefit for long periods.

In 2006 more than 15 percent of Pacific people received a benefit, compared to 12
percent for the general populatioﬂ.At the time, 20 percent of Pacific women and 11
percent of Pacific men were receiving a behdfigure4.8 shows benefit use by age for
Pacific men and women. As can be seen, young Pacific women have a high prevalence of
benefit receipt, and for both men and women the extent of benefit use increases sharply
at older ages

Figure4.8: Benefit receipt of Pacific men and women by age group, 2006
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administrative data isargely prioritised. As a result the prevalence of benefit receipt is tesfienated among
Pacific people.

SourceStatistics New Zealand estimated national ethnic popula2®®6) and Ministry of Social Development
administrative data2006)

Censuglata shows that between 1996 and 2006 benefit receipt among the Pacific
population declined more strongly than for the rest of the populatidiowever since that
time there has been an increase in the number of Pacific people on beReditimpact of

the recent recession on Pacific people, particularly among older Pacific people, and men
aged 55 years or older, was raised at the workshops held in Auckland and Wellifiggon.
unemployment rate for Pacific people has increased from 12.8 percent in Juné®009
14.1 percent in June 20719.

% For evidence on how these different factors impact on empiegt see Winkelmann, L. and Winkelmann, R.

OMPPTO WS5SHSNXYAYAYI GKS NBf I daArZSNIK I dzeidyNa FI2 NORE @A A& 2 T 2RI
Y2RSt QY [ 062dzNJ al N@2S(G . dzf ft SGAYI MbDHPTOMO HnN

The prevalence estimates for Pacific People are likely enbenderestimate, as the administrative data is

largely based on a prioritised ethnicity methodology.

Statistics New Zealand (2016)pusehold Labour Force Survey: June 2010 quarter.
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4.14 Employers andong-term benefit dependence

Longterm benefit receipt is costly for employers. Withdrawal from the labour market by
large sections of the potential workforce for long periods reduces their work readiness
and caability. As mentioned id.5above, the longer people are out of work, the harder
they find it to locate and sustain work, if they do find it.

In the workshops, the Welfare Working Group heard from employers about the
importance ofproductive staffin order to remain competitive and profitabl®any
employersin the workshops were prepared to gibeneficiariesH startCbut had
previouslyexperienced problemi terms ofreliability and focus. Paul Anderson from
KiwiRail notd at the Welfare Working Group Forum thétere is a need to bridge the
3L 0SGsSSy GKS ailjArftfta 2F oSYSFAOAINRSA YR
short and longterm beneficiaries and school leav@Employers at the workshops
acknowledged theskills gap that existed, but some werensidering employing
immigrantsas a means of filling skills shortages in their own workfarces

Over the last decade a significant proportion of firms found it difficult to recruit unskilled
labour, yet there werssignificant numbers of people on a benefit. These labour shortages
limited the capacity of firms to grow and take market opportunities. In 2008, roughly 10
percent of the working age population were receiving a benefit. Yet at that time around
15 percent 6 firms reported finding it hard to fill unskilled and manual vacanties.

Table4.1: Difficulty of finding unskilled labour and the proportion of the population receiving a
benefit

Benefit
Average difficulty prevalence
of finding Numbers on (percentageof
Number of unskilled benefit population 15
firms (2009) (2003‘2008)1 (March 2010) 64 years)
Northland 20,838 26% 17,621 18%
Auckland 161,104 29% 104,886 11%
Waikato 52,447 28% 33,199 13%
BOP 33,918 25% 23,027 14%
GisbornéHawkes Bay 23,446 30% 18,335 18%
Taranaki 14,458 22% 7608 14%
Manawatu 25,937 18% 19,983 11%
Wellington 52,179 31% 31,535 14%
e wesconst 972 % doaso 0%
Canterbury 65,033 28% 35,862 8%
Otago 25,968 24% 11,201 12%
Southland 13,890 27% 5517 8%

Note: 1. Average difficultly refers to the percentage of firms that report it is increasingly difficult to find unskilled
labour.

Sources: Statistics New Zealand (Business Demography Statistics); NZIERY(Quaréy of Business Opinion
200309); Ministry of Social Development; Statistics New Zealand (Population Es}imates

% Statistics New Zealand (2008)jsiness Operations Survey
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A difficulty in finding unskilled labour occurred across all regidable4.1 shows the
proportion of firmsfinding it difficult to find unskilled labour varied from 18 percent in the
Manawatu to 38 percent in the Tasman/Nelson/West Coast/Marlborough region. These
rates were high even in regions where there was a high proportion of the population
receiving a beefit.

4.15 Summary

People who are in paid work are better off economically and socRélgearch also points
G2 GKS FIOG GKFG 0SAy3a Ay LI KorRsome2aNdsk A &4 | faz2 3I22R F
young people it also reduces the risk of criminal offending.

People out opaid work and on a benefit are more likely to experience poverty, social
dislocation and poor mental and physical healtbngterm benefit receiptand
joblessness alsbasa range ofadverse impacts on neighbourhoods and communifiégse
adverse impacts of high levels of logrm benefit receipt are particular concentraté
a n 2ad Pacific communities. High levels of ldagn benefit receipt are alsa
constraint on economiperformance as it means that employers are unablegeruitand
train suitable staff.

Tell us what you think

Q5: What impacts do you see from lotgrm benefit receipt on individuals, families
FYR 6Knyldzz O2YYdzyAGASa yR (GKS SO2y2vyekK

Q6: What do you see as the main barriers to employment for people on a benefit?

Q7: What are the barriers to employers hiring loteym beneficiariesand also
investing in workplace health programnies
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Section 5. The benefit system does
not support a focus on
paid work

5.1 Why we should widen the focus on work

We have seen that lontgrm benefit receipt has a range of adverse consequences. In this
section we review the specific arguments around whether the current focus on work for
those people on the Unemployment Benefit and partners in the benefit system should be
broadened out to a wider groupf@eople. This section also looks at some of the features
of the benefit system and other policy areas that need to be changed to enable more
people to participate in paid work.

5.2 Why itis important to have a greater focus on paid work

Employment for parets is increasingly the norm

In a number of our workshops across New Zealand, we heard from sole parents who
wanted to secure paid employment, so they could have greater control of their future,
and better provide for their children.

The importance of paid 2 NJ F2NJ YIye Aa Of SI NacadmeR Y {GFGAaGAO:
Surveywhere 26 percent of DmesticPurposesBenefit recipients ae actively looking

and/or available for work* We also know that the single most important reason for

people exitingdomesticPurposesBenefit isto take up employment.

In New Zealand today it is the norm for most mothers to be in paid work. Two in three
partnered mothers with dependent children are in employment. This increases to

80 percent of partnered mothers with postchool galifications, whose children are aged
five to nine years (seEigure5.1). However, some groups have substantially lower
employment rates. Only one in five sole motharish no qualifcations, whose children
are aged &4 years, & in employment. Those in paid work only increases to itwiove

sole rmothers with no qualifications, whosghildren are agedive to nineyears.

Unlike in New Zealand, in many OECD countries the employment rates of partnered and

sole mothersaresimidE 2 NJ a2f S Y20KSNRERQ SYLIX 2@8YSyd NrdasSa
at the Welfare Working Group forum showed that in Denmark, France, Germany, Sweden

and Ireland sole mothers hadgheremployment rates than partnered mothers. Whereas

in New Zealand sole mioérs had an employment rate that was close to 20 percentage

pointslower.

The importance of paid work for mothers was discussed in the previous section,
highlighting that paid work brings income and is a route out of poverty. At least as
important for mary parents, is how paid work enables them to be a positive role model
for children (see box below).

¥ Thesea (i GAZGAO&E NBFSNI (12 GKS LINE LIONIday20yS Re Haa e o StasadeNB R | &
individual needto beavailable and actively seeking wpdvailable but not seeking work, or actively seeking
work but not available.
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Figure5.1: Employment rates for different groups of mothers

Partnered mothers, high qualifications an
5-9 year old children
Partnered mothers, low qualifications an
5-9year old children
Sole mothers, high qualifications aBed
year old children
Partnered mothers, high qualifications an
0-4year old children
Sole mothers, high qualifications afet
year old children
Partnered mothers, low qualifications an
0-4 year old children
Sole mothers, low qualifications aBed
year old children
Sole mothers, low qualifications afe#t
year old children

0% 20% 40% 60% 80% 100%
Proportion of the working age populatio
Source: Statistics New Zealand (2006 Census).

What people from the workshops said about work

A strong message expressed by sole parents was the importance of being a positive|role
model for their children. For most this was by being seen to be working, especially if they
had older children. Some sagbarents spoke of their desire to provide things for their

children that they could not on a benefit, for example school uniforms and a day out.

Participants in workshops highlighted that support to sole parents to enter employment is
limited and has beeaffected by the focus on reducing the numbers of people on the
Unemployment BenefitPeople described how child care costs and transport were
inhibitors to going to work.

We heard that people on a benefit are there after falling out of the education system
Families, schools and communities are all part of the pathways on and off a benefit. We
heard that many of the people who have a long history of benefit dependency have a
range of deep issues. People discussed how we are not investing now to save money i
the future.

People told us thatraining needs to be relevant to the workplace to improve employment
and wages. For people+antering the workforce after a long break, building skills that
mean that they can do the job properly is important, and theezds to be better funding
for programmes with direct labour market outcomes.

A strong message that we heard was that we need to stop stigmatising beneficiaries by

F20dzAAy3 2y RSTFAOAGAZ NIYGKSNI GKIYy A0NBy3adKasz |yR W

the categories of the benefits. Participants also emphasised the importance of recognising

GKIG gKnyldz FNB AydSaNIt (2 ada2NIAy3d LIS2LX S 6068y

outcomes.

Parents need to find childcare that is responsive to their needs

Parents who have the sole responsibility for their dependent children need to find caring
and learning environments for them while they are at work. Care may be provided by
relatives, nannies, or in different forms of centbased care (for example, dayrea

centres, créches, playgroups and nurseries). Care involves activities likeeeveg health
and safety, controlling intechild conflict and feeding. Education involves more active
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f SIENYAY3Id ¢KS h9/5 y2iSa GKI (appropriatedull K RSa Ay (2
OKAfR NI dGA2&a RSOfAYS Fa GKS OKAfR 3SGa 2f RSNJ Iy

Internationally, the Nordic countries (Sweden, Denmark and Norway) have very high rates

of sole parent employment combined with generous, guaranteed (often pyimsjision

2F OKAf ROFNB® bSg %SItlFyRQa OKAftROIFINB Faairaalyo
years, with the introduction of 20 free hours per week of early childhood education,

increases to subsidies for after school programmes and childcareviantome families.

Threequarters of New Zealand children aged @ears are in some form of childcafe.
This rises from about 48 percent of children agetl year to 91 percent of children aged 4
years. Around 54 percent of young children are in sommfof formalchildcare,while 46
percent are in some form of informal childcare arrangement (many parents use both
formal and informal care arrangements). Nearly 70 percent of parents who used formal
childcare had costs of less than $50 per week for this,aahile over 95 percent of
parents who used informal childcare had costs of less than $50 per week.

The recently released 2009 New Zealand Childcare Survey reported that among sole
parents, 26 percent who had worked or wanted to work in the last 12 nohtd
experienced difficulties with childcaré This was higher than for twparent families
(13percent). The main problems were the cost of care and availability at the right times.

OECD conclusions about the impact of childcare on child wellbeing

Whilethe impact of childcare on child wellbeing remains an area of considerable debate,
the OECD summarises the findings in their refming Betterfor Childrer?® The basic
conclusions are that:

1 Out-of-home care can have positive effects, given an averagétgad childcare, for
children whoseparents are mentally ill, overly stressed or have poor parenting skill

%

9 If childcare allows higher family employment, more income may have positive effects
on children.

91 Childcare can allow positive social interangawith other children, which become
important from aboutage two years onwards for many children, in addition to the
benefits of learning how to socialise and cooperate with others.

1 On the other hand, significant amounts of nparental care at very younages
(before the age of two years) may raise risks of insecure attachment to parent and may
limit breastfeeding.

More recent evidence casts some doubt on this last pdirew study of maternal

employment in the US now suggests that there are no ovaeglhtive impacts on

children from mothers working in paid employment while the childrider oneyear of
59

age:

**  OECH2009);DoingBetter for ChildrenrOECD
% Statistics New Zealand (201@0)09 Childcare Survey

" bid.
*®  OECH2009);Doing Better for Childre®DECD
*® BrooksDdzyy s W&oS | Fys 2 &5 |ygaRmateindl érplayfhént and citid devefopment WC A NA&

intheFANBG 7 @S8IFNRQYX a2y 23N} LIKaE 2F (GKS {20ASd& F¥2NJ wSasSI NDOK
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The debate around childcare is one which extends beyond sole parents, with a strong push
in recent years across OECD countries, to increadeipation in early childhood

education, together with a push in a number of countries for early years support and
programmes for young children.

The value of work for disabled people is increasingly being acknowledged

We also heard from our workshops hamportant work is for disabled people. Work is an
AYLENIFYG LIFNIG 2F LINGAOALI GAYy3I Ay bSs %SItlyR 420
Income Survey showed that around 22 percent of people receiving Sickness Benefit and 11

percent of people receivipint f A RQa . SYSTAG 6SNB @At oftS FyRk
work®InSection38 &l ¢ GKI G a2Y$S LIS2LXS tSH@PS {A01ySa
for employment.

ax A

Employment participation by people with disabilities in New Zealand is high by OECD
standards. Nearly three in five working agisabledpeople requiring medium levels of
support (around 96,000 people) or low levels of support (around 97,000 people) are in
paid employmenf® There are around 35,000 working age people with permanent and
severe condions that restrict daily activities thegre able toundertake. According to the
2006 New Zealand Disability Survey, around one in three of these working age disabled
people with high support needs were in employment

Barriers for people with sickness disability in employment

Working age disability policies target a large and diverse group with vargimigrs
presenting obstacles fgrarticipation in the labour market. For people withhigalth and
disability, the relationship between medical cotidihs and vocational fitness is
determined by a range of complex and intetated factors. In particular, the types of
conditions (the degree to which there are-eaisting conditions), the skills and capacitie
that the individuals have and their fit viitthe types of jobs that employers offer are all
important components of whether people with-Hiealth will be in employment’

2]

In New Zealantne inthreelJS2 LIt S 2y (GKS {AO0O1ySaa .SySTAld 2N (KS
psychological or psychiatric conditi and one in eight have a musskeletal condition.
tKSaS O2yRAGAZ2Yya KI @S Ftaz2 0SSy GKS YIHe22N) RNAISNA
recent times>> Waddell and Burton concludé:

1 Emotional symptoms and minor psychological morbidity are very comim the

working age population: most people cope with these most of the time without health
care or sickness absence from work.

(Continued over)

© ¢kSas adriaraaadas NBTSNI G2 (KS LNPHYHBR2{aa 6 K22 NBaX8F 3dz2NBR |
individual needto beavailable and actively seekimgrk, available but not seeking work, or actively seeking
work but not available.

' See chapter 3 for a detailed description of the definition of medium and high needs support.

2 {88 [FGGAY2NBEZ w OHANTO WaSy baX3S [0 o222 YC2IND SIQSH fLa 33088 v2pT aFS2yN

further discussion.
 2xfaz2ys a YR aO[S$2RT Y 6HnncoOT W yRSNEGIEYRAY3I GKS DNRsGK Ay
Social Policy Journal of New Zealand, Issue 29.

®  Waddell, G and A Burton (2006); Is Work GfawdYour Health and Wellbeing; report commissioned by the
Department for Work and Pensions on the scientific evidence on work and health and wellbeing.
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People with moderate mental health problems are more likely to be out of paid
employment with a risk of &urther deterioration in mental health and consequential
reduced chances of gaining employment.

There is a general consensus that work is important in promoting mental health ar
NEO2@SNE FTNBY YSyidlf KSIFIf{iK LINRoOIf Sya

There is a high background prevalence of musculoskeletal conditions, yet most pe
with musculoskeletal conditions (including many with objective disease) can and ¢
work, even when symptomatic.

Psychosocial factors (personal and occupational) exeawerful effect on
musculoskeletal symptoms and their consequences. They can act as obstacles to
retention and return to work; control of such obstacles can have a beneficial influe
on outcomes such as pain, disability and sick leave.

Control ¢eduction) of the physical demands of work can facilitate work retention fo

2ople
o}

work
nce

=

people with musculoskeletal conditions, especially those with specific diseases.

5.3 Achieving a greater focus on work requires a range of responses

We have argued that a focus on seag employment should be the default approach for
the vast majority of people on a benefit. There are a variety of reasons why many people
on benefits are not securing employment, and implementing this focus will require a
range of responses.

A growing eonomy and job vacancies is clearly a necessary condition for increased levels
of employment of beneficiaries, but it is not a sufficient condition. We know this because
in 2008, 10 percent of the working age population were receiving a benefit, yet many
firms had unfilled vacancies and were finding it difficult to recruit unskilled workers (see
Section 4 for discussion). The experience from the time indicated that there were a variety
of factors giving rise to a mismatch between the labour needs of empdayed the
circumstances of people on benefit.

For some people on a benefit, lack of transport, living in a remote area, access to
affordable and suitable childcare, and chronic or episodic health needs create barriers to
securing employment. Lack of actua perceived financial returns from work, lack of
disability-friendly workplaces, as well as the perceptions of employers, are also often cited
as a barrier. There is also a group of people on benefit who have either given up, or are

not interested in woking.

On the employer side, the evidence suggests that many firms perceive it as risky to
employ people who have been on a benefit. The survey evidence suggests that lack of the
desired attitude, motivation or personality in applicants is the main reaglowy jobs are
hard to fill even though there are unemployed people availdbBome of these reasons
reflect concerns with the level of alcohol and drug dependence among people on a
benefit, as well as criminal offending.

65

Statistics New Zealand (2008)jsiness Operations Survey



In the following sections we loak some of the particular aspects of the benefit system,
as well as other areas, that are contributing to a mismatch between employers and people
on benefits.

Participation is a key to improving social outcomes in general

In this paper we make the caslestt participation in paid work plays a vital role in
improving outcomes for people across a range of factBraployment provides income,
but it also provides routine, and contributes to sefteem. Employment also plays a
strong role insupporting a sersof belonging to the communityThere is strong evidence
that most people value the contact they have through work, with fellow workers and with
others.

We also recognise that for a small group of working age peppldwork will not be
possible in theshort term or in some caseover an extended period, due to significant
health or disability issues, or due to caring responsibilities. For those for whom
employment is not possible for these reasons, social participation through other
mechanisms remaingtally important.

We have heard from people with disabilities of the strong desieay have to work, as
LJ- NIt y2 2 NR A VheyMbBve oldisthdt@hey want to contributeg even if i@ not
through paid employment. They also tell us about notigeisolated or excluded. In this
context, they tell us that they want to be in the driving seat, to contribute to shaping

decisions that affect their lives, rather thaweingd SSy a WNBOALASyi{a 2F aSNDA

The importance of being included in the commntyris one of the elements of the United
Nations Convention on the Rights of Persons with Disabilities. Among other things, the
Convention also recognises the importance of access to education, as a key to enabling
disabledpeople to participate effectivelin society, and the right of disabledperson to
work. The Convention sets up a challenge to government policy, to employers, to service
providers and to the community, to make work possible and succefssfalgroup that
has often been excluded in thpast.

Access to support services which enable people to participate in their community needs to
be seen as an integral part of the wider welfare system.

5.4 Supporting more people into work from the benefit system

The number of people in loAgrm benefit recdpt is not just driven by social and

economic factors, but also by policy settings, the organisations who manage the benefit
system and by the behaviour of individuals. There are features of the benefit system that
create barriers to paid work. A strongtefit system needs to support people with

current or potential work capacity quickly back into work. This section reviews the key
features of the benefit system that are fundamental to supporting people into paid work,
or that present obstacles as peoplersider paid work.

There is a significant level of hidden unemployment in the system

bSs %wSIHtlIyRQa aeaiasSy 2F AyO02YS &adzLJL2NIL A& ol asSR
example, unemployment, solgarenthood, sickness and disability). A key issue vhigh t

current system is that many people who have work capacity and are out of work are not

often classified in the benefit system as unemployed. This is because many people in the

benefit system are both unemployed and sole mothers, or unemployed and Whtbalth
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or impairments. When people lose their jobs they are classified in a way that emphasises
extra difficulties, rather than the fundamental need for employment.

People who are entering the benefit system face financial andfimamcial incentivesd

be placed on benefits with a weaker work focus fferson moves from Unemployment

.SYSTFAG GKNRJIAK { A 6dngfituddDomesSiy FRipdsés BéngfiteL y O t A RQa
work obligations get weaker, the case management becoessfocused on worand

the rates of assistance can get more generduss lack of work focus can also lead to

people becoming disengaged from the labour market and spending extended periods on a

benefit.

In reviewing disability provisions across a range of member countrieQECD

O2YYSYyiSR GKIFG waSySNrttezr GKS tF01 2F LI NI AOAL
incentive for people on unemployment benefits to test their elilifyp for a disability

0SyS ?Maﬁh)}(cﬁthe circumstances where people move across benefits dstrates

need, but the system at times responds by providing less astipport.For the year to

March 2010, there were 37,219 transfers between benefits. There are aro @ 9

moves from the Unemployment Benefit to Sickness Benefit and aroid@d8noves in

return. Therearearoundp nn Y2@Sa FNRY {AO0lySaa .SySF¥ada G2 L
around 1000 moves in return. This is consistent with rules and processes that may lead

people to more passive benefijtsomewith a higher payment level.

A strong beefit system should have a considered assessment of individual circumstances

but from the starting point that people with current or potential work capacity should be

supported into employment. The system sorts some onto Unemployment Benefit where

there arestrong work expectations and support to find work, but sorts others on to the

52YSaiGA0 tdN1}2asSa .SySTAG:Z {A0l1ySaa .SySFTAaAd |yR
benefit payment is not strongly linked to a focus on work.

One transitional issue is &t moves towards a greater focus on work may result in higher
measured official unemployment. This may occur as more people ook focused
benefits begin looking for work and become available for paid work (the official measure
of unemployment). On tl other hand, over the lonterm, as this group of people

currently on less worfocused benefits locate and sustain employment, measured
employment, labour force participation and Gross Domestic Product will rise. This
underscores the importance of lookjrbeyond shorterm considerations to longer term
benefits of reform.

Gateways to categorical payments need to be well managed

Given the at times significant differences between benefit types, the gateways to
payments are particularly critical. There wafatin the numbers on Unemployment
Benefit between 2000 and 2008. While overall, numbers on all benefits fell over that
period, the numbers on nowork focussed benefits increased (see earlier discussion in
Section 3).

The change of the composition dfe benefit population from worocused benefit to
less workfocused benefits is likely to in part reflect the improving labour market.

% OECD (2003Yransforming Disability to Ability: policies to promote work and income security for disabled

people
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However, in a strengthening labour market it is even more critical that individuals with
work capacity are engaged inghabour market.

In New ZealandSicknes8enefitt Y R Ly @Ff ARQ& . SySTAila NBIjdzANB ISy SN
LINE GARS | YSRAOFET OSNIATFTAOIGS 6gAGK || RAFIy2airazr GK
ability to work, and the likely duratioMedical practitiones have told us of the challenge

they face in balancing theabligatiorsto their patient,what might be seen as being in the

AYYSRAIFIGS AyidiSNBald 2F GKFG WerohtSrgsti S YR 6KIFIG A& Ay
Determining the latter depends on many factpincluding whether there is active

assistance available to address the needs of their patient.

TheOECDassuggested that in many countriasnumber of people who were once

managed as unemploydthve beertreated as incapable of working. This is intpar

becauseof the use ofmedical models for assessing eligibility, as opposed to models which

FaasSaa | LISNA2yQa OF LI OAlGes AyOfdzZRAYy3I OF LI OAGE G2

The inherent problem with most public disability schemes is.thamedical
practitioner with minimal ono training in the complex task of assessing how
various injuries or ailments reduce labour market competitiveness, is required to
estimate globally whether a person is unfit for work, including into the future. In
practice, such decisiemaking varies @nsiderably and unreliably across
practitioners. The result being that significant numbers of people with partial work
capacity and who are not wholly uncompetitive in the labour matketome

deemed unable to work.ln most benefit systems, th@lyenefi recipientsjare also
indirectly compelled to remain inactive and assert they are incapable of work in
order to continue to receive payments.

OEC[¥2009);Sickness, Disability and Work: Keeping on Track in the Economic
Downturng Background papefor OE® high level forum in Stockholm, 156 May
2009.

Medical practitioners are the first point of contact for people with medical problems
Among the recommendations from the recent position statement by the Royal
Australasian College of Physicians, were tieslth practitioners receive more education
about the health benefits of work; that health practitioners should discuss health risks of
longterm work absence and unemployment with patients, and that health care
professionals learn more about the servieailable to assist them address employment
issues’

Sweden is among the countries where there is work underway to provide medical

practitioners with formal guidelines related to appropriate periods of sick leave absence

from paid work. By giving practiti@rs better information, alongside a system where

exceptional cases can be reviewed, the aim has been to achreagerconsistency and

G2 NBAYF2NOS || WNBGdzNYy (G2 62Nl Q SYLKIFIaAad hiKSNI S
need to work closely with pract@ners to identify improvements in the syste%.

" The Royal Australasian College of Physicians and the Australasian Faculty of Occupational and Environmental
Medicine (2010); Realising the Health Benefits of WArRositionStatement.

%  OECD (2009%ickness, Disability and Work: Breaking the Barriers, SWEDEN: will the recent reforms make it?
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Better@Work¢ a lesson from arAC(ilot

The Better@Work Pilot currently being run by (k€ Goffers an early intervention and
intense case management workplace rehabilitation service, with the aim of ieigsan
early return to work for workers with injuries. In part, this pilot aims to achieve this by
changing general practitioner behaviour towards increasing the certification of workers as
fit for selected duties where appropriate, rather than fully urttft default. It also provides
a financial incentive to general practitioners to change their work certification practices.

(2]

It involves a coordinated response across health care professionals and case managers to
identify suitable duties for injured workeend the supports they may need to help the
patient safely stay in the workplace. Early performance indications from the Lake Taupo
Primary Health Organisation show that Better@Work clients return to work faster than
those who are not participating in therogramme. In late 2009 the service was expanded
to four Primary Health Organisations, three in Auckland and one in Hawkes Bay.

The lack of expectations and support does not promote successful transitions

Inrecent years the OEQ1ias advocated an activgproach to social policy, as a way of
getting better outcomes’The background to this approach is that, like New Zealand,
many countries have been confronted in recent years with increagpeénditurenot

leading to better results. This brought into quiest how effective various programmes
were. With it came an assessment that parts of the system were not sufficiently aktive.
benefit system is active when it works to address the issues faced by applicants, rather
than Yust assessing eligibility and miag paymentQ

Given that the norm for working age people is supporting themselves and their family
through paid employment, a key goal of activation is to help beneficiaries to be able to
supportthemselveghrough paid employmenfwhere this is possib)eActive systems also
help people withthe wide range of issues that may affect their employahifity example,
budgeting and debt issues, housing problems, familyeisgincluding family violencehd
addiction issues.

Passive provisions to sole paresndo not support the employment of sole parents

Even though there has been a fundamental shift in labour market participation for women

AAYyO0S (GKS mMopcnas AyOfdzRAY3I F2NJ Y2UKSNRZ bSg %S|
remained largely unchangebtlew Zeadnd is among a handful of countries with separate

benefit provisions for sole parents, and of those countries that do, most have a work

search or work activity requirement when children are at a much younger age than is

currently the case in New Zealandifently 18 years). As shown kigure5.2, most will

continue to have work expectations for sole parents who have younger children than in

New Zealand, even when proposed changes bring in a requirement from age six years

latter this year (subject to the passage of the Social Assistance (New Work Test, Incentives

and Obligations) Amendment Bill, currently being considered by Parliament).

% OECH2005)Extending Opportunities, How Active Social P@iryBenefit Us Alland Queisser, Myelfare

reform in New Zealanddn OECIDverview Presentation to the Welfare Working Group Forum 9 June 2010
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Figure5.2: Work expectations for sole paren{by age of youngest child)
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Sourcestmmervoll, H (2010}inimum Income Benefits @ECLOCountries: Policy Design, Effectiveness and
ChallengeQOECCsocial Employmentind Migration Working Paper 10thd Finn, D and R Gloster (201®pne
Parent Obfations: A review of recent evidence on waelated requirements within the benefit systems of
different countrieQ Department of Work and Pensions, research report number 632.

Like New Zealand, Australia and the United Kingdom have had high childypates and

low rates of sole parent employment. However, both Australia and the United Kingdom

have moved to engage sole parents (and those receiving incapacity benefits) early by

O2Y0AYAYy3d LISNE2YlIftAaSR OFasS Yl yl dJaftvitey, & 6AGK O2 YLz
such as developing plans for a return to paid work.

bSs »SIHflyRQa SELISNASYyOS &aKz2ga GKIG 6KSYy (GKS o0SyS¥
approach with sole parents, we get different results. The major changes over the last 20
years in benefit attings for sole parents were:

71 from 1998 to 1999; the progressive introduction of work tests together with greater
access to childcare assistance;

1 from 2003¢ the removal of the work test, replaced by a potential requirement to
engage in a planning prosgand

1 from 2005¢ the progressive introduction of Working for Families, increased childcare
assistancehousing assistance and family assistance, including from 2006 a more
generous iavork family payment.

Figureb.3 maps theseolicy changes against benefit numbers across time. The
introduction of work testing in the late 1990s, alongside the introduction of more
generous childcare assistance (including-ofsschool care) saw a reduction in numbers of
people on the Domestic Pposes Benefit. The reduction flattened out when the work test
was replaced by the planning requirement. Numbers reduced again with the Working for
Families package (including improvements in childcare assistance,-amidkrsupport).
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Figure5.3: Domestic Purposes Benefit numbers and policy changes, 1994 to 2010

130,000 - October 2004: Working for
Families including extension pi

Childcare Assistance subsidies

=

April1997. Work test for
those with childrerl4+
introduced

March 2003: Work tes
replaced by enhanced
case management

12 4
0000 July2007 20

hours free
child care fo2
& 3year olds

110,000 -

February 1999: Work test
extended to those with
children 7+, enchanced
childcare

April 2006: IAWork Tax
Creditintroduced

Number of people receiving DP

90,000

March 2008:
Recession began

80,000 T T T T T T T
July 94 July 96 July 98 July 00 July 02 July 04 July 06 July 08

Source: Ministry of Social Development administrative data.

Working actively with other groups has seen positive outcomes

With Unemployment Benefihumbers reducing to lower levels by around 2005, Work and
Income began to wdrmore actively with Domestic Purposes Benefit and then Sickness
SYSFTAG | yR Ly @A fumbeoodpilat Bogrammes wei Né&valopddl (such
as mentoring and kwork support for sole parents, the PATHS pilot §ickness
beneficiarie3 within existing benefit rules to work with these groups. Case load ratios
were reduced apart of the approachAt the same time, the Working for Families policies
improved the financiateturns from being in paid work for those with children.

Duringthe period 2005 until 200&is resulted irreductions in Domestic PurposBesnefit
numbers and a slowing of the growth of Sickness and IrR@dbidnefit numbersThe
recessionhowever, meantthat Work and Income reprioritigeresources to manage the
rapidly increasing numbers requiring Unemployment Benefiteseresults show that a
greater work focus across these groups does have a positive effect, with more people
being helped to get intemployment and get on with their lives without the need for a
benefit.

Passive systems that do not support people withhi#alth into work are unsuccessful

The initial period on benefit is critical for people with a health condition. On average, if a
person is off work for 45 days due to iliness, the chance of ever going back to work is just
50 percent and this falls to 35 percent if the absence is longer than 10 &€kerefore,
approaches to support people with sickness or disability need to be fdomsavork as

soon as possible.

Early identification of those at risk of lotgrm benefit receipt can inform how best to
work with each case, for example, via standard case management, through to referral to
specialist or intensive case management. For yniawill be a strong work focus right

™ The Royal Australasian egeof Physicians and the Australasian Faculty of Occupational and Environmental

Medicine (2010)Realising the Health Benefits of WofkPositiorStatement
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away, for others it is likely to be access to support services which address issues that limit
or prevent employment, and for others a focus on work may not be appropriate.

A number of countries have made workiagebenefits conditional on participation in

rehabilitation or job support measures. For example, Austria and Germany have policies

GKAOK LINBY2(3S WNBKFIOAtAGlIGAR2Y 0ST2NB RAAlFIOATAGERQO®
term sickness beneficiaries must partigip in reengagement or rehabilitation activities

0ST2NB (KSe& OfFAY AyOFLIOAGE O6LYDlItARQa0 0SYySTAGOD
incapacity allowances are conditional on claimants agreeing on a plan for rehabilitation

and ultimately workfocused ativity.”*

A balanced approach for people with impairment chilalth has the same basitements

as for all working age beneficiaries: a mix of incentives, support, and expectations which
reinforce personal responsibiliturther, the system needs to regnise that some people

in this group may need support to find and maintain employm@mid others may never
move into paid employment)Activation for people with #lhealth does make a difference.
From October 1998 until June 2Q@lickness Benefit wabalished as a separate benefit
category and merged with Unemployment Benefit to form the Community Wage
programme. During this short period, numbers on benefit through sickness did fall, only to
rise again when a separate provision was restored.

h 9 / Bddusions on disability polidy

Inits comprehensive review of disability policy, téChoted that no single country can
be said to have a particularly successful policy for disabled pelopbding across the
countries in their study they did note tHellowing lessons:

1 recognise the status of disability independent of the work and income situation (th
degree towhich someone who has a diagnosed condition is able to participate is
dependent on a wide range of factors);

[}

9 introduce greater expectations @ieople with sickness and disability (for example
conditional on employment search and integration measures) and their employers to
sit alongside expectations of Government;

1 disabled people should be entitled to a participation package adapted to individua
needs and capacities;

1 promote early intervention (prior to entry on to benefits where possible);

1 make cash benefits a more flexible policy instrument so that it can adapt to individual
capacities and needs;

1 reform programme administration and upskill eagorkers;and

1 design disabilitprogrammes as active programmes to make them more consistent
with other benefit types.

n Kemp, P.A. (2008) 'The transformation of incapacity benefits' in M. Sdé&désier (ed.) Welfare State

Transformations: Comparative Perspectives, Basingstoke: Palgrave MacMillan.

2 OECD (2003Yransforming Disability into Ability: PoliciesPromote Work and Income Security for Disabled
People.
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There is not enough focus on empowering individuals through promoting personal
responsibility

There are a range of potential optionséacourage individuals to take personal
responsibility for their pathways into work and independence. Ultimately, there are three
important components to promoting personal responsibilitynutual obligation,

monitoring and management, and empowerment.

The basis for mutual obligations (or conditionality) is that entitlement to benefits should

be dependent on satisfying certain responsibilities. A common form of mutual obligation is
to undertake workrelated activity such as attending interviews and undking job

search or applying for jobs.

Monitoring, management and sanctions are critical to ensure that obligations are met.
Monitoring is having a clear process to ensure that obligations are being met.
Management is the process through which benefit iptés handled if obligations are not
being met. Sanctions are penalties that are applied where obligations are not being met.

For most beneficiaries, resources received through the benefit system are used to pay for
bills, cover rent and food and to supgdoetter outcomes for their children. However, in a
small number of cases support for children irrigk families may be undermined by the
seltdestructive behaviour of their parents. The Australian Government has trialled
restricting the types of goodsnd services that can be purchased using parts of benefit
entitlements and bringing in some level of mutual obligations toghgments received.

Evidence from behavioural economics suggests that sanctions will drive behaviour if they
are clear, transpanma and clearly understood? Ineffective sanctions have lolevels of
understandingof them, lack of consistency around how failures to engage are handled
anddo not have specific approaches for people who receive multiple sanctoreport

to the UnitedKingdom Department of Work and Pensioresthat sanctions have to be
present within the system, to underpin the obligations in the benefit system, but that they
should be a last resoff.

Empowerment is a critical component of a mutual obligation appto Ultimately some
individuals on benefit make poor decisions in part because they have few other options. If
individuals do not receive support based on their need, do not have active support with
employers and work experience, or available childcar skills and progression, they will

be less likely to make choices that move them into work. Evidence from the United
Kingdom shows that mutual obligations can be highly succe&gfuftbining personalised
support with work focused interviews and conditedity [mutual obligations] enhances
takedzL) 2F GKS adzLILR2 NI |yR Y2@0SYSyida Ayid2 @2N] X¢KS
obligations], plus this wider range of effective support available through Pathways, meant
that the proportion of sick and disabled atznts joining some return to work activity
increased®

™ Gregg, P (2008); Realising Potential: A Vision for Personalised Conditionality and Support; An Independent
report for the Department of Work and Pensions.
74 H

Ibid.

™ pid.
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The key to a successful approach to promote personal responsibility is to target

interventions where they would be most effective. At the Welfare Working Group Forum,

Professor Bob Gregory from the gttalian National University nét R SoméHproportion of

the Income Support stock [welfare recipients] clearly chooses to access Income Support,

42YS LINBPLRNIAZ2Y KlFa tAGGtS Otfagushbdtweén L 2dz 62dz2Af R t A1 S
0KSasS 3INRdzLIA ®Q

There are rore lessonawe can learn from the insurance industry for welfdfe

Insurance and welfare systems both provide income protection to individuals who lose
their capacity to earn income through exposure to adverse events such as personal injury
or unemploymentTypical components of insurance are that it is a mechanism for
managing risk (uncertainty), it involves the actuarial assessment of risk and its future cost;
in return for a premiumthe management of risk is shared by the insured and the insurer;

if the risk eventuates, the insurer is obligated to provide agreed benefits.

Overall insurancebased approaches are more likely to give rise to incentives on providers
and individuals to reduce the chance of adverse events occurring, the consequences from
that event if it does occur and the broader costs asated with the risk than welfare

based approaches.

Timing is critical when consideration is given to types of support to provide to people
outside of paid work in both insurance and welfare. Support thatavided when people
would find their way back into the workforce of their own accord does not add to
improved outcomes. Support that is provided too late (sometimes later than six months)
can lead to detachment from the workforce.

One model worthy of nie (particularly for people with sickness and disability) is the
approach of identifying people who are at high risk of prolonged periods outside of paid
work and referring these people to appropriate interventions early in their benefit spell.
Australia e the Job Seeker Classification Instrument to identify people at high risk of long
spells of unemployment’

Transparent approaches to funding costs in insurance provides a sound basis for
effectively managing total expected future costs. Transparency mtiecommitment
between the insured and the insurer clearer and supports a greater focus on key
determinants of expected total future costs. In accident insurance, total expected future
costs are driven by the number of lotgrm recipients. For examplen analysis carried

out for the ACCStocktake Group earlier this year showed that claims over $20,000
accounted for less thah percent of total claims but 52 percent of payments made.

More transparent performancdinked to outcomes in the insurance indosjustifies

access to a full range of measures needed to achieve lower costs and better outcomes. For
example, theACChas the ability to directly purchase medical treatments from private
providers in order to reduce the greater costs of income compeasahrough early

return to work.

™ This material diretty draws on a draft paper prepared for the Welfare Working Group by Martin Jenkins and

l 5820A1GSax SydAaidt SRY W[ Saazy FTNRBY Ly&adNIyOS F2NJ 28t FFHNBQD ¢

" See hppt://www.deewr.gov.au/Employment/JSCI/Pages/oiew.aspx for further information.
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It should be noted that there are some limits on the application of insurance to welfare.
Particularly the adoption of insurance approaches would need to consider arrangements
F2NI AyO2YS | RSIjdzl Q8onshy Wy 2y AyadzNI o6fSQ aiaddz i

Aligning agency focus with policy goals

For policy to be effectively implemented, the effort and focus of those implementing that

policy needs to be consistent with the outcome sought by the policy. This is particularly

true when managing the diveesange of circumstances and levels of work capacity of

people on benefit. One risk is if case managers focus on clients that are already strongly
Y2U0A@BFGSR (2 FAYR 62Nl ® ¢KA&A KIFa 0SSy 206aSND
&1 AYYAY 3Q Imadages i thal effors into the most workady clients; and

WLIF Nl AYy3AQTX 6KSNB G(GK2aS Oft ASy( thedighBwHodi®& Y2 a i
helped will be the most rewardingnd the happiest with work fomed case

management, they wilisually be those where case management adds the least value

because these are the clients who will find work of their own accord.

w
Pl

Pl
>
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Broadly, the Work and Income key performance indicatefkect current policy settings
andcan be mapped onto objectives tidinistry of Social Developmeritas been seby
government’® They can be divided into two sets of objectives:

1 indicators of efficient processdbat measure how quickly and accuratelyrieit
applications are managed; and

9 indicators of work outcomethat measure how well the organisation is doing in
supportngits clients into employment.

Indicators of efficient processeldw quickly and accurately benefit applications have
been dealt with) apply to all clients. The indicators for work outcomes onlgzRcS W& 2 NJ
NB I diente2 NJ w2264 SS]TSNE®

Table5.1 provides evidence on how this has been translated into pradticeeople from

different benefit groups?.9 Those on or applying for Unemployment Benefit are targeted

with interventions that move them into paid work, including job search assistance,

SYNREtYSYyd Ay W22Nln! Q aSYAYyFINRA G2 KSftLI gAldK [/ dzN
related skills. In contrast, those on other benefitho take part in interventions are more

likely to be in programmes that do not have a return to paid work as a focus. Thus,

73 percent of unemployment beneficiaries who participated in Work and Income

programmes were involved in programmes that would help therrbefiefit and into paid

work, while lesghan 15 percent of those receiving nevork tested benefits participated

in programmes that helped them into paid work.

™ Ministry of Social Development Output Plan 2009/10 and communication to Welfare Working Group from

Work and Income dated 7 May 2010.
® ESNAYPGSR FNRY {(lofSa n YR Hm Ay RSsistsh@bdbénefinny 0 W! IANBIL (8§
expenditure: a bottoradzLJ | LILINE uinfuili€hed. { w9
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Table5.1: Participation in Interventions by Benefit Group, 2007

Domestic
Unemployment Purposes Sickness Invalid's No
Benefit Benefit Benefit Benefit Benefit
Participants in Work and 93,052 17124 5958 6297 12196

Income interventions

Proportionparticipating in
Work and Income intervention: 73% 8% 14% 7% 13%
that help them leave benefit

Number participating in Work
and Income interventions that 67,928 1,370 834 441 1,585
help them leave benefit

Source: Ministry of Social Developme007 (predates the current economic crisis).

This analysis suggests that there could be significanéfits in directing more effort and
resourcegowards those clients who would gain most from additional support to become
work-ready who are not on the Unemployment Benefit.

Complex financial incentives in the system undermine a work focus for some

As thecurrent benefit system is a targeted one, it is complex and for some people may not
provide enough incentive to takep a level of paid work sufficient to enable them to work
to their work capacity.

There is a complex set of tradédfs in the design of théinancial incentives embedded in

the taxbenefit system. Economists typically referto thesetr@d@ ¥4 | & WGiKS ANBY GNRI y:
The classic tradeff is between income adequacy, work incentives and fiscal cost, where

gains in one objective necessarily iagb on the other objectives. Changing the profile of

financial incentives improves the work incentives for some but will worsen them for

others, and changing the profile will either promote péirhe work (combined with

benefit receipt) or fultime work put undermine incentives to gain patime work).

The key structure of the benefit system is that there is a main benefit, supplementary
assistance and some people may be eligible for tax credits. Additional payments make up,
on average, around 20 perceat the income of a person on a benefit (seable5.2). The
largest additional payments by far are for accommodation costs, witlleover two-

thirds of working age beneficiariesceiving arAccommodation Supplement and halff

state house tenants having subsidised rents because tbesive a working age benefit

The ruledor calculating theAccommodation Supplemeraindincomerelated rentsare

not the same and they are extremely complicatéﬂBroadIy, they provide a supgment

based on local housing costs, family size, tenure type and income level. In practice there is
a great deal of variation between individuals. For instance, the maximum rate of

% Ministry ofSocial Developmendiata. On 30 April 2010228,000 people on main benefit received

Accommodation Supplement. G1 March 201033,000Work and Income clientsad fedirections ofrent
toH2dzaAYy 3 bSg %SIEtFtyYyR /2NLR2NI A2y Q0
B ¢KS RATTSNBYOS 0SipsS8Sy (GKS 1 002YY2RFGA2Y {dzLLX SYSyid +FyR | 2dza
Related Rents creates different incentives for tenants of state houses. There are also issuesaélated
state houses are allocated.
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accommodation supplement varies from $45 to $225 per week depending osizbef
the household and the location of the proper%.

Table5.2: Average sources of benefit income 1996 to 2009

Loans (% of

Accommodation  Additional benefit

Main Benefit  Supplement?  Payment'® income)’
Unemployment 83% 15% 3% 2%
Sickness 78% 15% 7% 2%
Domestic Purposes 7% 18% 5% 3%
LY@l tARQa 83% 8% 9% 1%
All 80% 15% 5% 2%

Notes: 1. Columns in these three columns sum up to 100 percent except where this has been affected by rounding

2. Itisnot possible to reconcile the Housing New Zealand and Work and Income data to irdialgincome
related rents, so this is excluded from the table.

3. The'ddditional payment&olumn only includes Special Needs Grants, Temporary Additional Suppaed/Sp
Benefit and Disability Allowanc&number of small payments have been excluded for simplicity. Inclusion of
these small payments would merely reinforce the point that the system is complex.

4. Loans refer to the recoverable component of the Speedls Grant and Benefit Advances @texable
assistance for oneff immediate needs).

SourceMinistry of Social Development (20atistical Report 2009 with additional data fromriétry of Social
Development

The additional payments and the Spedigleds Grant and Benefit Advances loan scheme
reduce the risk that beneficiaries face. In the main, these payments are for items like
higher bills, emergency repairs, white goods and furniture, medical and dental charges.

While these benefits are normallyddda ONA 6 SR | & WKI NRaAaKAL) LI &YSyiaQ:x

they also reduce the financial risk around large costs that they face. The loss of this
assistance when people leave the benefit system may deter some people from moving
into work, because they willdbexposed to a greater level of risk should adverse events
occur.

The financial incentives in the system are also complex, which means that some people
will be uncertain about how much they will earn and they will be more likely to choose
options where tley are certain of their income. The complexity in the system is shown in
Figure5.4. This shows the financial work incentives for a sole parent on Domestic
Purposes Benefit in Auckland with one child who received some additiesistance for
what has been assessed as a disabilibe details are less important than the reality that
very few people could confidently calculate their potential income for different hours of
work.

8 see Work and Income Website for more details.



Figure5.4: Hours of work and income for a sole parent with two children
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SourceMinistry of Social Development, 2010.

5.5 Many peopledo not receive the support that they need outside of the
benefit system

This paper has argued that there is a need for a grefateus on paid work for more

people. Many people with suppoftom outside the benefit system could successfully
make transitions into paid work without the prolonged use of the benefit system. We now
discuss key areas for support before people enterlibaefit system.

The education system is failing some young New Zealanders

International and domestic evidence shows that people with higher levels of skills are
more likely to be employed and more likely to be in more highly skilled and highly paid
occupdions when they are in employmefit.

In its workshops, the Welfare Working Group hetrdt the education systeris not

delivering for all of our young peopl€his is reflected in data that shows aroub@l

percent ofl5year olds are not in schobl Earlydisengagement has lortgrm

consequences for young people. Evidence from across the OECD shows that leaving school
without basic level qualifications often translates into a higher risk of young people not

being in employment, education or trainiﬁ@.

A sgnificant group of people, many of them young adults or adolescents, enter the benefit
system with a range of health and other social difficulties. These are likely to have resulted
from dysfunctional childhoods and poor educational outcomes. In New Ze:gteaople

B rvyzy3ad Yryeée 20KSNABE a8dkhg Smar@r: Rriddg IPOduivityGraiven itmopugh T W
SKIIRT ¢ NBIF adzNE g2 NJ Ay 3 LI LIS NIKSy korHefow Dogshwe@Ementh 2 @ { YFE NI FyR wod
Tertiary Education Improve Outcomes for New Zealandg®&®zial Policy Journal of New Zealand: Issue 31
OECD (2009ducation at a Glance: OECD indicators 2B&éis: OECD

% Rea,D., & Callister, P., The ChangingiNizZNB 2 F |, 2dzy3 t $2LX $Q& ¢N} yaAldAzya Ay bSg ¢
Policy Studies, Victoria University Wellington, p.7. These figures are from the 2006 censuscdetepre
recent efforts to improve attendance.

% OEC[2007);Jobs for Youth: New Zaak; OECD, 200
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with no qualifications had an unemployment rate over 53 percent higher than those
whose highest qualification was a school qualificafiéAbout onethird of beneficiaries
indicated that they had no formal school qualifications or less than thiesgs of
secondary schoolin.

an2NR &iGdRSyda INB Fftvy2ad Gs6r0S +a tX1Ste & 240

Ly alNOK HaAmMnanX mcdr LISNOSyid 2F an2NA | yR wmndo
years were not in education, employment or tnaig (compared t®.3 percent of young
people of New Zealand European desgént

When we consider the skills and capacities of our worgigg population it is worth

noting that skill development is a IHeng, selfreinforcing process. It happens notlgnn
formal education, but also in the home, the community and the workplace, MacCormack
argues that public policy approaches to skills and productivity must take a broad view
about skills and capacities and look beyond simple measures of qualifici?ions.

| SO1YlyQa ¢2N)] Ay GKAa FNBI SYLKFIarasSa GkKFG St

later educational and life outcomé&Heckman argues that there is a process of learning
whereby skills beget skills and learning begets learning. There has begificant recent
focus on the early years in New Zealand. In New Zealand there is evidence that early
intervention strategies, though they can come with significant stemn costs, can be an
effective way of making a difference. High intensity hebasedinterventions such as
Family Start and high quality early childhood education can help improve outcomes for
vulnerable children and families.

MacCormack argues that there are a number of key areas for focus in the educational

system. A first relevant aeeof focus is addressiidew Zealanf &ail P

underachievement in schoolifgy maximising the quality of teaching. A second relevant

FNBIF A& LXFOAY3I ANBFGSNI SYLKIaAa 2y AYLINRGAY3
qualifications and the transiins into tertiary education and training. A third area is

increasing flexibility in senior secondary schooling and-pokbol transitions to meet all

g2dzy3d LIS2L) SQa SRdzOF GA2y ySSRao

Until a few years ago, New Zealand tertiary education policy focuséucogasing
participation. By tying funding to the numbers of studeatsolled the system provided a
strong incentive for tertiary education institutions to attract and retain students. This

L.

a

resulted in the creation of new courses that were dictated dydgR Sy 14 Q RSYF YR NI (1 KS|

than relevance for the labour market, with the result that courses in some areas did not
lead to national qualification¥.

% OECD (2009Fducation at a Glance

8 Based on Ministry of Social Development administrative data derived from either JOBZ4U and SOLO, which
record details for clients that are work testable or not currently looking for work. Thisiglated as an
indicator only.

% Based on data preseed inRetention of students in Senior Secondary Sci@i0), Ministry of Education,

Wellington.
Youth Labour Market Fact Sheé¢larch 2010, Department of Labour, Wellington.

MacCormack, J (B8); Working Smarter: Driving Productivity Growth Through SKitlsasury Working Paper
08/06.

89

90
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Policy studies.
%2 OECD (2007Jpbs FoXouth ¢ NewZealand
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The Youth Transition Service is one response that is assisting some of the most at risk
young people. Howevern more cohesive approach that integrates secondary school,
communities and vocational pathways is needed. Improvement is needed in the matching
by training providers of skills training to jobs available in local labour markets.

The Youth Guarantee is atfver response, targeted at 16 and 17 year olds who are at risk

of disengaging from education or training. The Youth Guarantee will give students who are
more motivated in norschool settings an opportunity to fengage with learning and gain
skills for fuure employment. It provides them with an opportunity to participate in a

range of vocational programmes, at selected private training establishments, institutes of
technology and polytechnics.

Dale Williams at the Welfare Working Group forum noted thapreptice Support and

the Trade Training Centres had been particularly successful in Otorohanga. These two
initiatives provide pastoral care and additional support to young people, and ensure that
training is developed and approved by employers.

t S 2 LJrsBc@riact With government may not be with the benefit system

A message that we have heard in our consultation with the community has been that

services across government (the benefit system, health, education and wider social

services) are critical aridter-related. Initiatives already under way that aim to bring

ASNWAOSa (23SGKSNJ AyOfdzRS 2Knyldz hNY yR GKS aiAyAia
Community Link initiative.

In the last five years, there has been much greater recognition of the need to catedin
services for higimeeds clients who enter the benefit system. The Integrated Service
Response provides intensive support to these clients, with a specialist case manager
coordinating support from a number of agencies. In the last two years, this ltasrize
more formalised through the establishment of a number of Community Link sites within
Work and Income offices (around 30 out of the 140 offices). These enable a number of
social agencies, including ngovernment agencies, to be physically locatedrne place.

The aim of the integrated approach is to enable agencies to work together on outcomes

F2N AYRADGARdDzZEfa YR GKSANI FIYATfASE YR é6Knyl dzd C2N
who receive support from multiple agencies, the integrated approachaciiness core

problems and improve outcomes across a range of measures over time. Having the client

at the centre of the delivery process and customising the services around them (the wrap

around approach) is a model gaining wider acceptance, especiajheéple with multiple

needs.

2 Knyl dz h NI

an2NA KI @S O2yaiaisy-hakedl apprbachesSdtheBiblland2 NS ¢ Kn y | dz

SO2y2YAO OKIftftSyaSa Ay bS¢s %SItlIyRd alfyé dzZNblFy an?
REOSt2L18R STFSOGAGS sKnyldz aSNBAOSE® ¢KS 2 Knyldz hN
WK n y-Cedired Initiatives recognised that different contracting arrangements with
J20SNYYSYyid | 3SyOASa KIF@S AYLISRSR GKS FdzZNIKSNI RS@St
2Knyldz hNX A& F JF2@SNYYSyd AyAlGAlrdA@S GKFG FAYa G2
provisBy 2F 2Knyldz hN} aSNBAOSa GKFd FNB [AydiSaNrdaSR |
2T 6 Knyl dzséchlf culordl jegblomic, and physical.
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One of the less discussed risks in government provision ofl smsestance is that it
reduces some of the costs to employers of employeledlith and disability. There is a
potential to use the knowledge and experience of employers to improve health and
increase the chance that people stay in the workforce.

IntheACQ& | OONBRAUGSR SYLX 28SNJ a0KSYS SYLX 28SNA KI ¢
to provide their own equivalent ACQ a O2 @FSNJ I YR LI BACCA f 26SNJ £ SOAS
number of large organisations, includiAg Gtself, are better doing this because it

rewards them for early intervention when employees have problems.

In his presentation to the Welfare Working Group forum, Dr Prinz from the OECD

suggested that employers needed to be part of the solution to the growing challenge

presented by Sicknessand Invelid . Sy STA G NBOSALIL Ay bSé »%SIftlyR
that employers needed to face both stronger incentives and obligations to both retain and

hire workers with illness and disability, and receive better tools and supports to make that

achievable.

An alernative approach, implemented in the Netherlands in the public disability insurance

system in 2003 is that employers have to pay for most of the costs of the first five years of

disability benefitreceipt2 ¥ G KSANJ F2NI¥SNJ 62 NJ 8afifandF 2 NJ LIS2LX S 2y
Sickness Benefit . This mirrdk€Cstyle experienceated premiums. This system change

was a key explanatory factor for the recent sharp fall in the rates of inflow into disability

benefits in the Netherlands.

It is increasingly being recognés¢éhat having people ofivork results in reduced
productivity. There is growing evidence that health and sweihg programmes bring
many benefits to firms. Strong policies can increase the attractiveness of the firm to
employees and hence lower absentegaiand staff turnover, and it can increase
engagement of staff thereby lowering accidents and injuries and boosting productivity.

PricaVaterhous€oopesfound considerable evidence from literature reviews and

over 50 Wited Kingdombased case studies thaealth and weHlbeing programmes

have a positive impact on intermediate and bottdime benefits. Intermediate

business benefits include reduced sickness absence, reduced staff turnover, reduced
accidents and injuries, reduced resource allocation, increaxsgdoyee

satisfaction, a higher company profile, and higher productivity.

PricaVaterhouse€oopes (2008) as cited in Black (2008).

There is no single health and wellbeing programme that is successful for all firms in all
contexts. Programmes need to bedigned toensurethat they meet employee needs,

that they engage both employees and senior management, and that they are aligned with
business aims and goals. The most common barrier identified by firms to theipaé®

health and wellbeing programmesadack of informatior”

% PriceWaterhous€oopers(2008);Building the @se forWellness

* Black,C(2008); 2 NJ Ay3 F2NJ I | SIfGKASNI ¢2Y2NNRsT wS@ASs 2F G(GKS 1§
Population
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5.6 Employers, the laboumarket and a work focus

The New Zealandconomyhas been a strong producer of jobs over the past 25 yeard
has responded to rising participation of womesignificant structural change in the labour
market and a variety of external and internal trends and eveBisce the establishment
of the Household Labour Force Survey in 12886, 545,000 additional jobs have been
created in the labour market.

New% S| f I yRQa SYLIX 2@ Y&heworkid ageSpopulation aldsNIO S y (i

SYLX 2evySyido A& 2yS 2F GKS KAIKSadG MmypheiKS h9/5d bSs
March 2010 quarter is 6 percent, which is the ttetowest in the OECD. The strong

employment performance in the late 2000s was also marked byigglabour shortages.

In the period 200497, about onéfifth of firms stated that a lack of available staff was the

major constraint on their business.

A critical component of supporting people into work is ensuring individuals are ready for
the jobs tha employers are willing to offer. Employers need reliattienest and
committedworkers. Many beneficiarieshave failed at school and have godieectly on to

a benefit.Many longterm beneficiaries havéttle self-confidence and selésteem, and

lack theability to present themselves well to employel”

Allied Workorceexperienceswith beneficiaries

Allied WorkForcéas had firsthand experience in employing people who are on various
government benefitsThese range from employing people thre Unemploynent Benefit
providing upskillingtraining progranmes to unemployed people via theiMstry of Social
DevelopmeniCadet Max programes, through to the management éCQehabilitation
as an accredited employer in tHheCQehabilitation Partnership Progname.

They have identified thathe most difficult candidates and accident management cases
come from families who live wedk-week inhomes reliant on benefifThey have also
observed that many beneficiarisgebenefit receiptas an entitlement and an djn,

rather than a shorterm step up to a job and setéspect Furthermore, they note that
many beneficiaries doot pass preemployment criteria for drug testing and security
AONBSyAy3d a O2yRdzOGSR dzy RSNJ SYLJX 28SNHQ aALISOAFAO L

Allied Workforcehasfound the key to preventing lorterm dependency on any benefit is
managing the expectation, the illness or the injury from the very first day, with all key
players working from the same pagdehey also believe thatkeyto success is providing
structure. Theyinsist on family involvemeng regular working weekiegular cash flow
skill development and pridellied Workforce alsaotesthat employment legislation
(personal grievance laws, the eviecreasing minimum wage, and the now defunct youth
rates) can becounter-productive to the interests of those they seek to help.

Many employers see significant risks in employing beneficiaries (see box ablo&g).
cannot afford the downtime and costs involved with difficult employees or the high risks
asseiated withsome beneficiaries with significant issuéspromising model in New
Zealand of Government working with employers is théustry Partnershipmodel.

Industry Partnerships invole&Vork and Income forming partnerships with industries and

% Hull, S (2010\llied Work force Experience with Beneficiary, &@CRunning MSD Funded Training
Programmesa paper presented at the Welfare Working Group forum in June 2010.

Page 55



Page 56

employers that have skill and labour shortages. These relationships help Work and Income
to identify the skills employers need from potential new employees when they need them.

There is clear evidence that when people disengage from the labour market joblessnes
higher° Conversely, when more people enter the labour market the number of jobs
increases. ThOECrgue strongly that improved job search and engagement in the
labour market (including by those not in the workforce) leadhigheremployment. This
suggests that more job opportunities will flow if the quality of the workforce can be
improved to better match the needs of employers.

In the long term, labour demand responds to increases in effective labour supply
...In the shorter term...programme gaipants will displace neparticipants, but, if
programmes achieve a sustained increase in effective labour supply, their
displacement effects can be expected to fade over fime.

5.7 Summary

An absence of a focus on work for many people within the benedtesy is outdated, and
does not reflect the fact that many sole parents and disabled people can and want to
work.

The benefit systensontains a wide variety of disincentives and barriers to paid work, and
is a major contributor to poor employment outcoméghe benefit system does not have

an expectation tdook for woik for most peoplethere are few obligations to take
personalresponsibility to address barriers to employment, the benefit system does not
have a robust means of assessing capacity to whektetis inadequate support for most
people to move off benefit, therare few means oénabling enployers to employ high

risk individuals from the benefit system, there are financial disincentives and perceived
risks to moving irg paid work and the benédf system does not have clear enough
performance incentives to guide effective delivery

A number of other important areas are also contributing to leegn benefit receipt. In
particular there are many children in ntiply disadvantaged families whoseeli€hances
would be improved with more integrated service deliverge Bchooling system is failing
to address the needs of many at risk young people.

% Layard, R., Nickell, S. and Jackma(,9®.); UnemploymentOxford UniversitPress, Oxfordonclude:ih

fact, demand can easily be chamg&Vhat puts a limit on feasible demand is feasible supply. Labour market

L2t AOE 2yfeé g2N)la AF AG | FFSOGa GKS SO2y2YeQa adzJJx & LGS

it does that it cannot fail to have an effect, since in the long renghpply s RS NXzf Sa ompopmI LiP

Productivity Commission (2002jdependent Review of the Job Netwartnclude that‘the movement of
vacancies over time relative to the number of unemployed (the Beveridge curve) provides the clearest
evidence on theole played by search effectiveness in determining unemployrn@stunemployment
increases it would be expected that there would be more people chasing fewer jobs, so that vacancy rates
would be anticipated to decline [if search effectiveness was nobitapt]. However, in most OECD

countries, there have been considerable changes in the rate of unemployment at given vacancy rates
[highlighting the importance of search effectivene§s].

% OECD (2005DECD Employment Outlook
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Tell us what you think

Q8:
Q9:

Q10:

Q11:
Q12:

Q13:

Q14

Should there be more of a focus on paid work for sole parents?

Where appr@riate, $iould there be more of a focus on paid work for people
managing with a sickness or disability?

Does the benefit system do enough to encourage personal responsibility?
Should the scope and nature of the current benefit categories berretid

Does the complexity and structure of supplementary payments create disincen
to paidwork?

How canWork and Income and other deliveagencies better support people into
paidwork?

Are there lessons from an insurance approach fer llenefit system?

tives
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Section 6. Fiscal costs and future
sustainability

6.1 Current costs to taxpayers

The benefit system is a major cost for New Zealand taxpayalse6.1 provides a
breakdown of this expenditureand shows that governmespent $6 5 hillion on benefits
in 2008/092 Over $0.4 billion was spent on administration, employment and support
services.

Table6.1: Government spending on benefits

2008/09

($ billion)
Main benefits
Unemploynent Benefit 0.586
Sickness Benefit 0.613
LY@t ARQa . SySTaAd 1.260
Domestic Purposes Benefit 1530
Other payments
Accommodation Supplement and Income Related Rents 1.501
Disability Allowance 0.390
Childcare Assistance 0.159
Other benefits 0.436
Total spending on benefipayments 6.476

Notes:1¢ KAa O2yaraida YlIayte 2F 20KSNI 6SyS¥Aada 602AaARz26Q4 . SyS
Unsupported Child Benefit) attdrd tier payments 2. Numbers may not add up because of rounding.

Soures:Ministry of Social Development Annual Rep@dre Crown Expense TabBsdget Economic and Fiscal
Update2010.

Total annual expenditure on the benefit system is significant because of the significant
proportion of the population on benefit overall.ddever it is particularly high because of
the number of people on benefit for long durations, and in some cases, almost
permanently.

The numbers in the table above show the total fiscal cost in 2008/09. However it is also

important to look at the large @rall cost per person using the benefit system. The

Ministry of Social Development estimates the total cost of a person currently on a benefit

will be around $141,000 over the course of their life. This takes into account the fact that

a person currently o benefit is a fiscal cost in the current year, but will often remain or

return to benefit in future years. The estimated per person cost varies by the benefit type.

For example, a person currently on Domestic Purposes Benefit is estimated to cost

$161,000h y (G KS Fdzidz2NBX YR | LISNER2Y 2y Ly@lFfAiRQa

S



Table6.2: Future liability estimates (real 2009 dollars)

Cost per persorf$) Total Cos{($ billion)

Benefit group

Invalids Benefit $192,000 $16.7
Sickness Benefit $140,000 $8.1
Unemployment Benefit $65,000 $3.6
Domestic Purposes Benefit $161,000 $17.1

Other key groups

16-24 years $156,000 $10.6
25-34 years $182,000 $13.3
Average $141,000 $50.1

Source: Ministry oBocial Development modelling of future liability (scenario B) in 2009.

6.2 The costs obenefit receipt over the comings years

The costs of benefit receipt have increased due to the recession but current forecasts
suggest that overall expenditure on benefits a proportion of GDP will start to decline
from 2011.

The New Zealand economy contracted throughout 2008 and early 2009. As a proportion
of the working age population, employment fell 2.6 percentage points from its pre
recession peak of 66 percent arttetunemployment rate increased from 3.5 percent of

the labour force to 7.1 percent of the labour force. Growth in the labour market resumed
in late 2009, shortly after the economy began growing again. The recovery from recession
is expected to be gradual.

Figure6.1: Employment and unemployment rates, actual and forecast

67% - - 8%
- T%
66%
- 6%
65% - “

27 5%
64% | & - 4%
P 2 - 3%
63% L
- 2%

62% -
1%

Employment as a proportion of theopulation 15+
AN
Unemployment as a proportion of the labour forc

61% 0%
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Actual unemployment rate (right scale

@B Forecast unemployment rate, Budget 2010 (right sci
= Actual Employment rate
= = +Forecast employment rate, Budget 20:

Source: Statistics New Zealand, Treasury 2010 Budget Economic and Fiscal Update. Note The labour market has
been stronger than expectedtine first half of 2010, and this will be reflected in future forecasts.
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The contraction in the labour market has led to an increase in the number of people
claiming benefits. Between March 2008 and March 2010 the number of people on benefit
increased by wer 76,000, more than double the decline in the previous two year period.

Not only has the number of people claiming unemployment benefits increased sharply,
but there are also significant increases in the numbers of people claiming other benefits,
and inparticular Domestic Purposes Benefit and Sickness Benefit. The increase in these
other benefits reflects the fact that these individuals were unemployed, as well as being
sole parents or having a health condition.

Table6.3: Changes in numbers on benefits, before and after the recession

Change from March Change from March

Main benefits 2006 to 2008 2008 to 2010
Unemployment Benefit -28,931 47,453
Sickness Benefit -1,522 11,807
LY@t ARQa . SySt 7,062 4,315
Domestic Purposes Benefits -7,454 13,767
2AR260Q4 . SyST¥AL -1,194 25
IYB -519 409
Other -1,350 -1,539
Total -33,908 76,237

SourceMinistry of Social Development administrative data (2010).

With employers expected to require more labour over the yedmsaal it is important to
consider how benefit policy settings can best support increased employment, good social
outcomes, and a growing economy, and how to avoid lengthy spells of heightened benefit
receipt. During previous recessions, many individualemrat the benefit system and
remained there for prolonged periods of time. The ability of the New Zealand economy to
recover will depend critically on ensuring that people do not get stuck in the benefit
system.

6.3 Benefit receiptoverthe coming decades

As vell as the immediate issues over the next few years, it is also important to consider
the overall costs and effectiveness of the benefit system over coming decades.

In this timeframe, the future economic and fiscal sustainability of the New Zealand benefit
system needs to be placed in the context of the impacts of an ageing population. As a
consequence of a growing proportion of the population over 65 years of age, there will be
a smaller proportion of the population in paid work, and government will bendjpey

more on healthcare and superannuation. Over coming decades existing levels-télong
benefit dependency will be difficult to sustain because of the need for more workers and
more taxpayers.

t NE2SOGA2ya ¥ NBrYFiscallddel shdiBatoder the2ngxB40 years the
proportion of those in the population who are available to work will fall. At the same time
government debt will be rising. However, it is important to understand that these are
projections not forecasts. Forecasts try tork out what will happen, where as

projections are based on lorgn trends. Projections use historic trends and extrapolate
these into the future, capturing their interaction with changes in the population.



The Longerm Fiscal Model projections conveyanse of the broad direction that the

32@SNYyYSyGiQa I 002dzyia FNB KSIFRSR Ay> (GKS RSGFAfa
revenue or spending are less important. The projections here show that debt is rising at

the end of the projection period, which meati®e government is spending more than it is

gathering in tax revenue.

Figure6.2: Actual and forecast net debt and labour force to population ratio
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Source: Data from Lortigrm Fiscal Model, 2010.
Futurebendfit receipt scenarios

Since the mid 1970s, growth in the prevalence of benefit receipt has occurred among all
age groups. It is this increase at all ages, rather than changing age structure of the
population, that has driven the longrm growth in the pre@alence of benefit receipt.

Historically, a wide variety of factors have contributed to the increasing prevalence of
benefit receipt. These include increasing rates of sole parenthood, changes in the labour
market, and changes in policy setting such asabe of eligibility for New Zealand
Superannuation.

In order to consider what might happen in the future, we have developed the following
two scenarios about expenditure on main benefits:

1 (K82 Wwaill yi LINB @&which ia® &eand geiiyrIsifidraes of benefit
receipt remaining at 2009 rates (the assumption of the L-tangn Fiscal Modej)

1 0KS WOdzNNB y i - whexeShé Ruinber af sickngds Aldll Rvalids beneficiaries
increases in line with historical trends from 2014, while age gantler specific rates
of other benefit types remain at their 2009 levels.

Figure6.3 shows actual and projected sickness and invalids benefit numbers under these
two different scenarios.
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Figure6.3: Actual and projected iknessBenefitand Invalid® Benefit numbers
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rates of receipt remain at forecast 2014 levels.
Source: Data from Lortigrm Fiscal Model 2010.

Figure6.4 shows that under the current trends scenario, the rising numifesickness and

AYy@LtARQa 0SYSTAOAIFNRSA tAT(A

G2dal ¢

population as in the first half dhe 1990s. Such a large proportion of the population
receiving benefits would not be socially sustainable, giverndtge personal, family and

social costs that we observed in sections 4 and 5.

Figure6.4: Projected rates of total benefit receipt under different scenarios

e Actual = =-+Budget2010forecast
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Source: Data from Lortgrm Fiscal Model 2010.
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Beneficiaries results in higher spending on benefits, which would increase net debt by
around 10 percent. In addition, if these beneficiaries would otherwise be in work, then
national output and income will be lower. The Lategm Fiscal Model estimates that GDP
would be around 5 percent lowday 2050 This is likely to be a significant undestimate

given the evidence in previous sections.
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limited ability to cope with a major economic shock. For example, a worldwide economic
recession in 2029 that led to a rapid increase in unemployment of the order of 6 percent
of the working age population euld mean that 20 percent of the working age population
were receiving a benefit. With higher debt and a smaller economy the government would
have less scope to use fiscal policy to help stimulate the economy.

The longterm fiscal model assumes that beitefare increased by the rate of inflation
(assumed to be 2 percent per year), while GDP is assumed to grow as a result of the
combined effects of productivity and labour force growth. Under both scenarios average
benefit payments fall as a proportion of@rage wages implying that the extent of

relative poverty increases through time under both scenarios. This effect may reduce the
projected growth in benefit numbers, as well as drive increased expenditure on
supplementary payments.

Figure6.5: Actual and projected average benefit payments to average wages
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The fiscal impact of the two scenarios l®wn in theFigure6.6. If it is assumed that there

is no change in the indexation arrangements, then as can be seen, government
expenditure on benefits as a proportion of GDP falls under both scenarios. These
projectionsneedt® S O2y aARSNBR Ay (KS O2yGSEG 27
position.

Figure6.6: Actual and projected expenditure omain benefits as a proportion of GDP
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The overall impacts of future benefieceiptscenarios

Table6.4 summarises the overall impacts of the two scenarios. As can be seen, th
WOAINNBY G GNBYyRaQ aOSylFrNAR2 AYLIEASaAa || KAIK fS@PSt
and results in declining rates of benefit compared to average wages.

Table6.4: Impact of scenarios

Scenario Impacts

W/ dzZNNB y it & ¢ Benefit receipt at current levels

congtant rates of benefit  |ncreasing relative poverty

receipt Fallinggovernment spending relative to GDP
Some ability to respond to economic shocks

W/ dzNNBy i NS Increasing rates of benefit receipt
sickness andvalids Increasing relative poverty
benefit receipt increases Reduced economic growth

Slight decline in@vernment spendin@n benefits as a proportion of
GDP

Limited ability to cope with economic shocks

Overall our asessment is that without policy changes, it is very likely that the overall rates
of benefit receipt will continue to increase in line with previous trends over the coming
decades. In the context of the pressures from an ageing population, the benééitrsys

will become increasingly difficult to sustain both socially as well as economically. By way of
contrast, reducing the extent of loAgrm benefit dependence over the coming decades
would allow more support for those individuals for whom work was nolytan option.

6.4 Summary

The benefit system is a major cost for New Zealand taxpayers. In 2008/09 the government
spent $65 billion on benefitsAt an individual level, each person on benefit represents a
significant future cost to government. We expect thia¢ average person currently on

benefit will cost $141,000 over future decades.

As New Zealand emerges from the impact of the recession, it will be vital that people do

not become trapped in the benefit system. Looking further into the future, if current

trends continue, there would be 16 percent of the working age population on a benefit by

2050. This would be unsustainable, particularly in the context of an ageing population, and

62dxf R NBRdzOS (KS I208NYYSy(iQa lomfmAlGe (2 NBaLRy

In the future, providing better support for those who reasonably cannot work for long
periods of time will require less people to be on benefit.

Tell us what you think

Q15: Do you agree that the current benefit system is socially and economically
unsustainable?




Section 7. Conclusion: A future -
proofed benefit system
requires a change of
focus

7.1 Overview

A significant number of New Zealanders are receiving a mezsted benefit on an almost
permanent basis. These numbers are likely to continue growing overaiméng years,
partly as a result of the recent economic downturn.

We know that paid employment has a range of positive benefits for individuals and their
families. Not only does paid work offer greater financial rewards, but there is evidence
that it offers greater social connectedness, and can also stop some young people
offending. The converse is that being out of work brings a range of detrimental effects. It
erodes confidence and motivation, makes individuals vulnerable to financial hardship, and
most mportantly leads to worsening health outcomes.

These negative effects are particularly concerning for young people who are much more

likely to face a life of poor outcomes if they start their adult lives on benefit. There are also

intergenerational effect of being out of work lonterm. A large number of people on

benefit longterm alsoleadto higher costs to taxpayers, and past evidence suggests that it

gAft NBAGNAOG (KS S0O02y2YeQa loAfAaGe (2 3INRY 6KSy S

Many people on berfids want and can work. But current benefit settings are not focused

on supporting many into work. In particular, the benefit system does not require those on

{A0lySaazr Ly@FrftARQa YR 52YSaiGA0 tdzN1}2asSa .SySTai
the sane emphasis on preparing them for work.

A number of policy changes are needed to reduce {tamm benefit receipt. A particular
area for attention is the need to stem the flow ofask young people into the benefit
system. We also see many aspects ofltbaefit system giving people incentives to stay
on benefit rather than moving into paid work.

A key principle is that for most people, paid employment is the best means to achieve
longterm financial and personal webleing. Therefore, work should be tigeal for most
workingage New Zealanders who have contact with the benefit system.

7.2 We would like to know what you think about the issues

This paper has looked at the nature, causes and consequences dtlomdpenefit

receipt. Our next paper will turn toonsidering potential policy options for reducing leng
term benefit receipt and enabling more people to secure employment. However to help
us do that, we would like hear from you.

The Welfare Working Group has asked questions at various points througiapiee
based @ the issues. These questions are summarised below. You can answer these
questions online at:

http:// bit.ly/telluswhatyouthink
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Alternatively, you could email or sérthis document back to us at:

welfareworkinggroup@vuw.ac.nz
Welfare Working Group, PO Box 600, Wellington 61¥éw Zealand

The invitation to respond to our questions is open until Friday 17 September 2010.

7.3 What we are interested in hearing about

The Welfare Working Group has beetked to make recommendations too@ernment

about how to reduce longerm benefitreceipt This document has set out our assessment
of the key issues. We would like to know if you agree with this assessment. We are
seeking your views on the nature, consequences and causes afdondgenefit receipt

and practical suggestions for change. Towards the end of the year we will be publishing a
document on potential options, and we will also be seeking your views on these.

7.4 The issues

The Welfare Working Group has identifiseventeenissues about the nature,
consequences and causes of leiegm benefit receipt that they consider to be important
when thinking about the benefit system. These issues are:

Issue 1 The current benefit system is outdated

Issue 2 Most beneficiaries are receiving benefits with littl®cus on paid work focus

Issue 3 Many NewZealanders are relying on benefit income for long periods

Issue4 ¢ KS o0SYySTAGU aeaidsSy KlFra Wi201SR AyQ Ylye
Issue 5 Current policy ignores the importance of paid work to wéking

Issue 6 Longterm beneft receipt is concentrated in certain groups

Issue 7 The impact of longterm benefit receipt is disabling for individuals,

O2YYdzyAGASaE FYR FFEYAEASE 2N gKnyl dzZ AyONBE

Issue 8 The extent of longterm benefit receipt imposes costs of employers

Issue 9 There is significant hidde unemployment

Issue 10 The sole parent work expectation is out of step with contemporary norms
Issue 11 Incentives in the benefit system are poor

Issue 12 There are weak signals about the value of investing early to avoid the costs of
long-term benefit dgpendency

Issue 13 Service delivery is fragmented

Issue 14 The education system is failing some young N&ealanders
Issue 15 Employers need to be more actively engaged in solutions
Issue 16 Benefit payments are a major cost to taxpayers

Issue 17 On curren trends, the economic and social cost of the benefit system is
unsustainable



Anumberof questions flow from these issues. These questions are posed below for you to

consider.

7.5 Questions to consider

Q1: What do you think the goals or objectives of the béhsystem should be?

Q2: Are there aspects of the benefit system that are outdated and have not kept pl
with the changing nature of work and families?

Q3: What aspects of the current benefit system are working well and should be
retained?

Q4: What asgcts of the benefit system contribute to losigrm benefit receipt?

Q5: What impacts do you see from lostgrm benefit receipt on individuals, families
FYR ¢6Knyldzz O2YYdzyAGASa yR (KS SO2

Q6: What do you see as the main barriers to employment for pea@mn a benefit?

Q7: What are the barriers to employers hiring leteym beneficiariesand also
investing in workplace health programnies

Q8: Should there be more of a focus on paid work for sole parents?

Q9: Where appropriate, Isould there be more of a faus on paid work for people
managing with a sickness or disability?

Q10: Does the benefit system do enough to encourage personal responsibility?

Q11: Should the scope and nature of the current benefit categories be retained?

Q12: Does the complexity andrstcture of supplementary payments create disincentiv
to paidwork?

Q13: How canwWork and Income and other deliveagencies better support people into
paidwork?

Q14: Are there lessons from an insurance approach for the benefit system?

Q15: Do you agreghat the current benefit system is socially and economically
unsustainable?

Q16: Are there important issues that are in the Terms of Reference for the Welfare

Working Group that you think we have not covered in this paper?

ace

yz2yYeKkK

Page 67



Welfare Working Gr oup
Workshops

Appendix A

The Welfare Working Group hek¥ workshops were held across New Zealand in May and
June2010.A list of the groups we talked to and where we consiitieem is below

Page 68

Participant Date

Family Services National Advisory Committee, Wellington 5May 2010
Business New Zealand, Wellington 6 May 2010
Council of Trade Unions, Wellington 6 May 2010
Social service providers, Westport 10May 2010
¢FHffSeQa CAaKSNRSazr 2SaiLl2NI 10 May 2010
Disabled Persons Assembly, Christchurch 10May 2010
Youth poviders, Magere 13May 2010
DRC Trust anbisabledPeople, Whakatane 17May 2010
Sole parents, unemployed and former beneficiaries, Whakatane 17 May 2010
Private Health Organisation, Whakatane 17May 2010
Longterma A Ol ySaa | yR kg \WHakatarRQa o0 Sy ST A C 18May 2010
Minister of Social Development & Employment's NGO Group, Wellington 19May 2010
Youthline, Auckland 19May 2010
Refugees and Migrants, Mt Roskill 19May 2010
Refugee and Migrant service providers, Mt Roskill 19May 2010
Healh and Disability providers, Royal Oak 21May 2010
Education and training providers, Ellerslie 24 May 2010
Domestic Purposes Benedltents, Henderson 25May 2010
Wellington City Council, Wellington 26 May 2010
Wellington City Mission 26 May 2010
Downtown Community Ministry, Wellington 26 May 2010
Social service providers, Kaitaia 1 June 2010
Youth Justice, Kaitaia 1 June 2010
Social service providers, Whangarei 1 June 2010
aAyAaiaNE 2F {20Alf 5S@St2LSyiQa 3June 2010

Social service provider, Cannon's Creek

22 June 2010

Beneficiaries, Cannon's Creek

22 June 2010
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