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Date: 20 November 2020 Security Level: BUDGET SENSITIVE

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

Implementation advice on increasing main benefits and
complementary changes to other settings

Purpose of the report

1. You have indicated that you want to progress a Cabinet paper for consideration on 7
December 2020 seeking agreement to a main benefit increase of $25 per week and
complementary changes to other income support settings.

2. This paper provides more detailed implementation and policy advice on these options
and considers the flow-on implications to rates of student support. Appendix One also
includes refined costings and distributional impacts using the Ministry of Social
Development’s (MSD) administrative data.

Recommended actions

It is recommended that you:

1 agree to progress a Cabinet paper for consideration on 7 December 2020 Yes /No
seeking approval to:

1.1 increase rates of main benefits by $25 per week per adult

1.2 remove the cliff-face abatement for the Temporary Additional Support
disability exception and allow this exception amount to fully meet the first
$100 of excess disability costs (instead of a partial subsidy)

1.3 change the definition of income for Childcare Assistance to exclude other
supplementary payments (such as Accommodation Supplement) as
income.

2  note that following reprioritisation within the existing work programme, all the
changes referred to in recommendation 1 above can be implemented on 1 April
2021 if Cabinet decisions are made on 7 December 2020;

3 note that while the changes in recommendation 1 above will remove the need
to do Transitional Assistance Payments for any future changes to main benefits,
a Transitional Assistance Payment would still be required for 1 April 2021 and
approval for this payment will be sought through the Cabinet paper;

-
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7  agree to forward a copy of this report to the Ministers for Child Poverty @o
Reduction, Finance, Children, Education and Revenue.

;o,/n[:w:m

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

Hon Carmel Sepuloni Date ] [
Minister for Social Development and
Employment















Appendix One: Updated fiscal costs and distributional impacts

40. Tables 1, 2 and 3 below provide updated fiscal costs, distributional and poverty impacts
for the package of initiatives to be considered by Cabinet on 30 November and 7
December. This includes your manifesto proposal to increase benefit abatement
thresholds and the options considered in this paper.

Table 1: Financial implications

2020/21 2021/22 2022/23 2023/24 | 2024/25 | 5-year total
Benefit abatement increases $22.3m $99.2m 1$93.1m | $86.5m $86.5m $387.5m
Main benefit increases $142.1m $573.4m $559.0m $559.5m $559.5m | $2,393.6m
| Changes to TAS DA exception $0.4m $1.9m ' $2.0m $2.1m $2.1m $8.5m
| Change to CCA income definition $3.2m $5.6m $6.1m $6.9m 1$6.9m $28.7m
Cost of package ‘ 168.1m 680.0m 660.2m 655.0m 655.0m 2,818.3m

41. While these costings have been refined, they do not yet incorporate implementation
costs, the costs of a Transitional Assistance Payment or reflect the updated HYEFU
forecasts. These will be included for consideration in the draft Cabinet paper.

Table 2: Distributional impacts

Average gains Financlally disadvantaged

|
|
Numbers who gain | Average gain Numbers worse off | Average loss b

| Benefit abatement increases 82,900 $18.2ipw 145 | $16.30pw
‘ |
| Main benefit increases 499,400 ’ $22.70pw | 109 | $10.38pw \
T T
Changes to TAS DA exception 1,600 $23.67pw 166 (if progressed $10.64pw

| ’ | alongside benefit increase) |
. Change to CCA income definition 2,100 1 $25.23pw |- - -
Total Package 503,000 |

42. The table above compares incomes with and without the policy change. The numbers of
people worse off will differ slightly to the numbers who would qualify for a Transitional
Assistance Payment because these types of payments compare incomes between 31
March with 1 April and include the impacts of the Annual General Adjustment.

43. Like other major reforms, such as Budget 2019 changes, there is an additional group of
AS non-beneficiaries who are disadvantaged due to the increase to main benefits
(around 12,000 would receive a reduction of around $5.40pw). Similar to previous
reforms, we do not recommend extending the TAP to cover this group as it’s an
intended flow-on impact and this group is likely to experience wage increases

throughout the year.

Table 3: Poverty impacts (for options that can be modelled using TAWA)

Options Child Poverty BHC Child Poverty AHC
| Benefit abatement increases 2,000 (£3,000) l 6,000 (£3,000)
| Main benefit increases | 13,000 (£7,000) — 117,000 (£6,000)
Total Package | 15,000 (+7,000) | 21,000 (+6,000)
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