








Recommended actions

It is recommended that you:

1

Indicate which of the following options you would like to progress for Cabinet
consideration:

1.1 Increase main benefits by $25 per week per adult @o
1.2 Increase main benefits by 10 percent Yes/l(é)
1.3 Increase main benefits by $25 per week per adult for those without Yes/ﬂ—(?)
children'I and L
1.4 Increase main benefits by $25 per week per adult for those without Yes/Eo )
children; and
fr
o \J ’Dunj =
Indicate, subject to Cabinet agreement, whether you wish to: ~‘L/A Lo (>
\ S)\ < ¥ ; i/(
2.1 Implement the changes on 1 April 2021 through a Budget pre- o -\«<? ¥es/No +°
commitment; or ' P /\ﬁ\ o P
e g f
2.2 Implement the changes on 1 April 2022 through Budget 2021; 1 wYes@ i

L
Note if iou wish to progress complementary changes to _ A g/ o

Temporary Additional Support or Childcare Assistance to address ™ =3 -
flow on impacts, these changes cannot be implemented in time for a 1 April Y
2021 implementation date

Indicate, which of the following complementary changes to reduce the flow-on
impacts to other assistance you would also like to see progressed for Cabinet

consideration: o
4.2 remove the cliff-face abatement for the Temporary Additional Support @N°

disability exception and allow the Temporary Additional Support disability
exception amount to fully meet the first $100 of excess disability costs
(instead of a partial subsidy)

4.3 changing the definition of income for Childcare Assistance to exclude other YegNo
supplementary payments as income.

note we will provide more detailed implementation advice, including the
cumulative operational and policy implications, to reflect the decisions made in
this paper and any interactions with decisions made on benefit abatement and
the Minimum Family Tax Credit papers, to inform a draft Cabinet paper for
consideration on 7 December 2020

Agree to forward a copy of this report to the Ministers for Child Poverty Ye%No
Reduction, Finance and Revenue 12}



-
7  Agree to forward a copy of this report to the Minister for Children given the Yes/No

consequential decisions required on rates of Foster Carers Allowance, Orphan’s
Benefit and Unsupported Child’s Benefit.

(5/“/20;&0

Fiona Carter-Giddings Date
General Manager, Welfare System and
Income Support

C(—\/g_AL </1/20

Hon Carmel Sepuloni Date
Minister for Social Development and
Employment




Background

19. Income support and employment policies are significant policy levers in helping to
improve income adequacy and reduce poverty. In particular, increasing main benefit
rates provides targeted income increases to low-income individuals and families.

20. This advice should be considered in the context of the Government’s child poverty
targets, as well as analysis undertaken by the Welfare Expert Advisory Group (WEAG)
which looked at the adequacy of income support settings by considering the
circumstances of six example families on low incomes. The analysis showed that many
beneficiaries and some low-income working people face significant shortfalls in their
incomes compared to both basic costs and the costs of meaningful participation in
society.

When considering different options for main benefit increases, there
are several objectives and trade-offs that need to be considered

21. You have choices around how much you want to increase benefits by for different
groups. As well as considering improvements to income adequacy and reducing poverty,
you may also want to consider the following factors when increasing main benefit rates:

e the relative levels of support for different family types
. improvements to child wellbeing
e the impact on work incentives, and
o fiscal costs.
Some family types have lower residual incomes than others...

22. In response to recommendation 5 from Whakamana Tangata and to and support its
stewardship role of the welfare system, MSD has created a new unit record dataset that
records payments, earnings and housing costs of all people in receipt of income-tested
main benefits.?

23. Initial draft results from this analysis show that there is a lot of variation in incomes for
different families, particularly by family type and housing costs. People receiving the
Accommodation Supplement (AS) have significantly lower average AHC incomes than
people in Public Housing. When adjusting for household size and composition, single
people with no dependent children have the lowest average AHC incomes. The chart
below summarises average AHC incomes for different families and types of housing
assistance.
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2 Qur aim is to provide Ministers with some early indicative findings from this analysis in early 2021,
with a more expansive publication later next year.
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