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1 Introduction
1.1 Background
New Zealand income protection for working-aged people with an incapacity takes three main forms:

· Sickness Benefit (SB), which caters for people with a short-term incapacity 

· Invalids Benefit (IB), which caters for people with a long-term and severe incapacity

· Accident Compensation Corporation (ACC) earnings related weekly compensation, which caters for people with an accident-related incapacity.

To qualify for IB, a person must be “permanently and severely” restricted in his or her capacity for work, where “permanently” means the sickness, injury or disability is expected to continue for at least two years or the person has a terminal illness and is not expected to live more than two years, and “severely” means that a person could not regularly work 15 hours or more per week in open employment. To be eligible for SB, a person must have a condition that limits his or her capacity to seek or undertake full-time employment, or be in employment but losing earnings through sickness or injury. 
Payments of both benefits are subject to a test of the joint income of the claimant and their partner. In addition, a person applying for IB must have lived in New Zealand for 10 years or more to be eligible. Two years residence is required in order to qualify for SB. In cases of hardship, people excluded by the residency requirement can apply for an Emergency Benefit paid at the IB rate or a Sickness Benefit – Hardship.
 Both these payments are asset tested as well as income tested. 
In common with most developed countries, New Zealand has experienced rapid growth in numbers receiving incapacity-related benefits over the past 30 years. For SB and IB, this growth continued in the decade to 2002, with numbers receiving IB doubling. This growth contrasts with the downward trend in numbers receiving ACC weekly compensation. 
The analysis reported in this paper uses the Ministry of Social Development (MSD) benefit dynamics data set to advance our understanding of the growth in numbers in receipt of SB and IB over the decade and examine whether the pattern of growth has been different for different subgroups. It also details the pathways off these benefits. The benefit dynamics data set is a longitudinal research data set assembled from benefit administration records.  At the time of writing it covered the period 1 January 1993 to 31 December 2002. These start and finish dates define the period covered by the analysis.
 
The scope of the analysis is limited to a descriptive exploration of the data. Possible directions for further research are identified.
1.2 The context for growth

Economic context
The economy was virtually stagnant throughout the late 1980s and early 1990s. From 1993, the economy showed a strong recovery, and then the rate of growth slowed from 1996. This slowing was punctuated by short, shallow recessions in 1998 and 1999 before a resumption of economic growth. The official unemployment rate fell from its peak of 10.6% in 1992 to 6.2% in 1996 and 1997, and then rebounded to 7.5% in 1999 before falling once more to 5.3% in 2002.
 All measures of unemployment, including long-term unemployment, were lower in 2002 than in 1992.
 
The tightening of the labour market in the late 1980s and early 1990s probably disproportionately affected people with disabilities or poor health and partly caused the rise in rates of IB and SB receipt. 
One of the questions requiring explanation is why there was no reversal of this trend with the general improvement in economic conditions that occurred over the decade. Growth in numbers receiving IB generally continued with the improvement in economic conditions. SB numbers rose, fell and then rose in a pattern that mirrored, rather than matched, the fall, rise and fall in unemployment. And we find that these patterns persist even after controlling for population growth, population ageing and the rise in the age of eligibility for New Zealand Superannuation (NZS).

Some of the possible explanations relate to the changes in the policy and organisational setting outlined below. Another set relate to: 

· changes in the occupational, industrial and regional structure of employment 

· changes in the skill level, intensity and security of the available employment

· falling or static real wage rates for low skilled employment 

· more cautious employer responses to incapacity in retention and recruitment practices.

Such changes may have caused employment opportunities for people with ill-health and disabilities to continue to worsen, in spite of the dramatic improvement in overall employment conditions. 

A further set of explanations relate to changes in the prevalence of incapacity, and the possibility of linkages between these and changes in economic and labour market conditions. 

The present study makes a valuable contribution to establishing the mechanics of growth in numbers receiving IB and SB in the last decade. It does not, however, tackle these more fundamental questions about causation. 
Policy and organisational context

Table 1.1 sets out a chronology of the key changes in policy and administration that may have affected numbers receiving incapacity-related benefits over the 1993-2002 period. These are grouped for discussion as follows:

· deinstitutionalisation

· changes to financial incentives

· changes in the age of eligibility for age-related assistance

· changes in medical entitlement for SB and IB

· changes to ACC weekly compensation

· changes in work expectations and case management 

· changes in operational focus.

Deinstitutionalisation

The shift to community living for people with intellectual disabilities and mental illnesses who were formerly accommodated in large institutions had been gradual in the 1970s and 1980s, and then accelerated from 1990 and was still ongoing in 1997. Prior to deinstitutionalisation, many long-stay residents of institutions already received the hospital rate of IB or SB, but take-up was less than complete and varied by institution. 
It is difficult to quantify exactly the extent of non-take-up, and the effect of new take-up resulting from deinstitutionalisation on SB and IB numbers. We estimate that it might have added around 750 new IB recipients over the course of the 1990s.
 While these numbers are small, they are likely to have had a long-term impact on IB numbers, as many of those affected had long-term or permanent conditions. 

Changes to financial incentives

In April 1991, rates of payment for all working-age benefits, with the exception of IB, were cut.
 This increased the incentives for people receiving SB, unemployment-related benefits (UB) and other benefits to apply for IB. Conversely, it raised the financial penalty associated with not applying for IB benefits when incapacitated and on another benefit. 

While the cuts reduced the difference between UB rates and SB for the majority of SB recipients, the lowered absolute value of UB may have increased the financial incentive for people with incapacities receiving UB to apply for SB. 
Table 1.1: Policy and organisational changes, 1990 to the present

	Date
	Change

	1990
	Deinstitutionalisation of long-stay residents of mental health hospitals accelerates. Still ongoing in 1997.

	Apr 1991
	Benefit cuts take effect.

	Apr 1992
	Age of eligibility for NZS begins to gradually rise from 60 to 65 years.

	Oct 1994
	Age of eligibility for TRB begins to gradually rise from 60 to 65 years.

	Sep 1995
	“Designated doctor” scheme introduced:
· SB – host doctor certifies at grant for a maximum of 4 weeks and certifies 13-week extensions, designated doctor certifies at 13 and 52 weeks

· IB – designated doctor certifies at grant, recommends review at 12, 18 or 24 months or never 

· targeted reassessments of existing clients begin, to be completed by 1/9/96.

	Apr 1996
	National roll-out of customised service and activity agreements begins.

	Jul 1996
	More gradual benefit abatement introduced for IB recipients.

	Apr 1997
	New reciprocal obligations introduced. These include: 

· a part-time work test for recipients of DPB/WB with no children or a youngest child aged 14+
· a full-time work test for spouses of recipients of UB with no children or a youngest child aged 14+.

	1997
	ACC work capacity test introduced.

	Jan 1998
	Age of eligibility for SB is raised from 16 to 18.

	Jul 1998
	SB payment rates aligned with UB – reduces amount payable for SB to equivalent UB rate for new grants.
Lower rates of payment for SB recipients aged 18–19 years old living at home introduced for new grants. 

	Oct 1998
	Department of Work and Income formed though the merger of Income Support and the New Zealand Employment Service.

	Oct 1998
	Community Wage introduced – replaces UB and SB.

	Oct 1998
	Criteria for qualifying for IB changed from being “75% incapacitated” to “permanently and severely restricted”.
Designated doctor reviews revised:

· SB – designated doctors no longer certify, host doctor (or midwife or dentist where appropriate) certifies at grant for a maximum period of 4 weeks and at 13-week intervals thereafter
· IB – designated doctor certifies at grant, recommends review at 2 years, 5 years or never (only those existing IB clients who were scheduled for reassessment – around a quarter – were reassessed under new criteria).

	Oct 1998 and Feb 1999
	Reciprocal obligations extended and strengthened. New obligations include:

· a part-time work test for recipients of DPB/WB and spouses of recipients of all other benefits with a youngest child aged 6–13
· a full-time work test for recipients of DPB/WB and spouses of recipients of all other benefits with no children or a youngest child aged 14+. 

	1998/1999
	Introduction of the Employment Strategy and Māori Employment Strategy.

	Feb 1999 – Jul 1999 
	Pilot trials to test the work capacity assessment for applicants and beneficiaries with a sickness, disability or injury. SB/IB Work Capacity Assessments Phase One trial was undertaken during the period 1 Feb 1999 to 16 Jul 1999, with an evaluation completed in Nov 1999. Phase Two (intended to be undertaken during the period 1 Sep 1999 to 1 Apr 2001) was never completed.

	2000
	Organisational focus changed to ensuring clients receive their “full and correct entitlement”.


Table 1.1 (continued)

	Date
	Change

	Jun 2001
	Gradual rise in the age of eligibility for NZS complete.

	Oct 2001
	Ministry of Social Development formed through merger of Ministry of Social Policy and Department of Work and Income.

	Oct 2002
	DPB/WB reforms remove work tests for DPB/WB recipients and begin to reduce caseloads in lead-up to Enhanced Case Management (ECM).

	2002
	“10-year drive” introduced – a strategy designed to focus on long-term unemployed.

	Mar 2003
	ECM for DPB/WB recipients introduced.


At the same time, the cuts lowered SB replacement rates, ie the ratios of SB payment rates to potential wages (Figure 1.1). In theory, this should have increased work incentives for recipients of this benefit and lowered financial incentives for people with incapacities in work to claim SB. IB replacement rates were not affected by the cuts. 
Figure 1.1: Net benefit rates as a percentage of net average wages, 1981–2002
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Source: Net average ordinary time weekly wages from Quarterly Employment Survey 
(Department of Labour up to 1987 inclusive, Department of Statistics from 1988 onwards).

In July 1998, rates of payment for new SB recipients were lowered further to their equivalent UB rate.
 This reduced the financial incentive for people on UB to transfer to SB in periods of illness, and for people newly coming on to benefit to claim SB rather than UB. At the same time, it increased the financial penalty that people with incapacities incurred if they remained on or newly claimed SB and did not test their eligibility for IB. 
Aside from these one-off changes, benefit rates were indexed each year in line with the Consumer Price Index. Because wage growth was generally faster than consumer price inflation over the period of this study, replacement rates trended downwards for both benefits. This contrasted with the early 1980s when consumer price inflation outstripped wage growth (largely as a result of the wage freeze) and replacement rates increased rapidly. 

Changes in the age of eligibility for age-related assistance

Between April 1992 and June 2001, the age of eligibility for NZS gradually increased from 60 to 65 years of age. From 1 October 1994, the age of eligibility for the Transitional Retirement Benefit (TRB), designed to assist those affected by the transition, also began to rise. This payment was completely phased out by 1 April 2004. Many people with incapacities who would formerly have qualified for NZS (or TRB in the transition period) now remained on or newly took up incapacity-related benefits. 
Changes in medical entitlement for SB and IB

In September 1995, a new regime was introduced to determine medical entitlement for SB and IB. The “designated doctor” scheme required clients to have a mandatory appointment with an independent doctor (not their “host” General Practitioner) to certify their medical entitlement. For IB recipients, designated doctor reviews of entitlement took place at grant, and could be scheduled to be repeated after one year, 18 months, two years or never, as appropriate. For SB recipients, a host doctor could certify entitlement for the first four weeks and at 13-week intervals thereafter. Designated doctors were required to certify continued entitlement 13 weeks and 52 weeks after the date of grant. The “administrative phase” of the reform involved designated doctor reviews of existing recipients. In practice, few such reviews occurred.

In October 1998, the qualifying criteria for IB was changed from “75% incapacitated” to “permanently and severely restricted”. (“Permanently” meant that the sickness, injury or disability was expected to continue for at least two years or the person had a terminal illness and was not expected to live more than two years; “severely” meant that a person could not regularly work 15 hours or more per week in open employment.) The scheduling of designated doctor reviews was changed in line with the new expectation of permanence – applicants would no longer be reviewed sooner than two years from their date of grant and could now be reviewed after five years. Designated doctor reviews of SB recipients’ medical entitlement were discontinued. 
Changes to ACC weekly compensation

Claimants who are no longer eligible to receive ACC weekly compensation because they have recovered from injury may have an ongoing, non-injury-related condition that, dependent on their income, may qualify them for SB or IB. Ordinarily, then, there is a flow on to SB and IB by former recipients of ACC weekly compensation who no longer have an incapacity that is wholly or substantially injury-related.

The Accident Rehabilitation and Compensation Insurance Amendment Act 1996 allowed ACC to assess the work capacity of claimants applying for or receiving weekly compensation from ACC and required ACC to rehabilitate claimants to achieve work-readiness. Work capacity testing began in 1997 and was associated with a dramatic reduction in ACC caseloads. We are unable to assess whether the flow on to SB and IB by former recipients of ACC weekly compensation increased at the time of the 1997 change due to a lack of data. 
We do, however, have data on past receipt of ACC weekly compensation for the period 1998 onwards. These data show that increased flows on to SB or IB by people who had received ACC weekly compensation in the last 12 months accounts for a very minor part of the growth in SB inflows between 1999 and 2002 (1%) and a small part of the corresponding growth in IB inflows (4%).
 
Changes in work expectations and case management

From April 1997, “reciprocal obligations” began to apply to recipients of a Domestic Purposes Benefit (DPB) or a Widows Benefit (WB). Recipients of these benefits with no children or a youngest child aged 14 or over were required to be available for and seek part-time employment, unless exempted. At the same time, spouses of those receiving UB became subject to a full-time work test. These obligations were strengthened and extended to new groups in October 1998 and February 1999 (see Table 1.1). These reforms are likely to have caused some people with incapacities within these benefit streams who were unable to comply with the new requirements to test their eligibility for SB or IB. 
At the same time, UB, SB and the Training Benefit were merged into a “Community Wage”, signalling a shift to view SB as a work-related rather than an incapacity-related benefit. With the change of Government at the end of 1999, the Community Wage was repealed and a pilot trial to test the capacity of people with injury, sickness or disability receiving the Community Wage (which had begun in 1999) was cancelled.
The new Government also removed the “reciprocal obligations” that had been introduced for DPB and WB recipients in the late 1990s and introduced “Enhanced Case Management” (ECM). This more individualised approach was aimed at social development for clients and their children, as well as employment outcomes. The reduction in caseloads required to implement the reform may have led some people with incapacities receiving these benefits to be identified as being more appropriately placed on incapacity-related benefits.

Changes in operational focus

Aside from the legislative changes, there were several changes in operational focus over the decade of the study, all of which may have led to clients with incapacities receiving other benefits to be identified and perhaps prompted to test their eligibility for SB and IB. These include:

· the 1996 introduction of customised service in the delivery of benefits, a key element of which was engaging benefit recipients, where appropriate, in a process of planning for independence from benefit through regularly reviewed “activity agreements” 
· the October 1998 merger of the New Zealand Employment Service and Work and Income New Zealand into the Department of Work and Income, which was partly intended to ensure more holistic delivery of income support and employment assistance to clients 
· the Employment Strategy and the Māori Employment Strategy, which were introduced as part of the first Purchase Agreement of the newly formed Department and which increased operational focus on the long-term unemployed and Māori unemployed
· the drive to establish “full and correct entitlement” in the administration of benefits, which began in 2000 
· the “10-year drive” from the beginning of 2002, which targeted long-term UB recipients. 
Finally, as the numbers on the unemployment register fell with the improvement in economic conditions from 2000 onwards, the intensity of case management for remaining clients registered as unemployed increased. This too may have led to some people with incapacities being identified as being more appropriately placed on SB or IB. 

1.3 Understanding the mechanics of growth
Figure 1.2 shows trends in the number of people receiving IB or SB as a primary recipient
 over the last 30 years. Numbers receiving IB grew throughout the period, and growth accelerated in the decade to 2003. Numbers receiving SB grew rapidly from the mid-1980s to the mid-1990s. Numbers then reached a plateau and fell for a brief period before growth resumed in the year ended June 2000. 
Figure 1.2: Numbers receiving SB and IB as a primary recipient, 1973–2003
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The number of people receiving a benefit will increase between two points in time if the number of people coming on to benefit over the period exceeds the number of people leaving (or inflows exceed outflows). Figures 1.3 and 1.4 plot data for SB and IB for the last 30 years. They show official data on grants (or inflows) and numbers in receipt. Numbers of cessations each year (or outflows) are obtained by subtraction.
 
Figure 1.3: IB inflows, outflows and growth in numbers in receipt, 1973–2003
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Figure 1.4: SB inflows, outflows and growth in numbers in receipt, 1973–2003
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These plots indicate that the combinations of inflows and outflows that caused growth in numbers varied.
· For IB, the general pattern over the three decades was one of growth in both inflows and outflows, with the number of people entering benefit each year exceeding the number of people leaving by a widening margin. It is likely that all of the 1988 and part of the 1991 peak in inflows was the result of administratively driven cessation and re-grant activity, as both resulted in less marked increases in numbers in receipt. This highlights the unreliability of earlier data on start dates for benefit spells. 
· For SB, the pattern was more mixed. Inflows and outflows tracked one another closely on a slightly downward path between 1973 and 1986, and numbers were fairly static. Between 1986 and 1991, outflows fell by a larger margin than inflows and numbers of recipients began to climb. Since then, inflows and outflows both tended to grow, aside from a brief period in the late 1990s. Growth in inflows tended to outstrip growth in outflows, and numbers are consequently higher in 2003 than in 1991.
We can think of the outflow from a benefit in a given year as the number of people in that year’s inflow and in past years’ inflows who leave in that year. The size of the outflow is then a function of: 

· the size of inflows to that benefit that year and each year in the past 

· the time it takes people in each of those inflows to leave. 
Figures 1.5 and 1.6 recast the growth in numbers receiving IB and SB since 1993 (the beginning of benefit dynamics data) taking this approach. The number of people in receipt of each benefit at the beginning of each calendar year can be calculated by summing vertically the numbers of people in each of the past years’ inflows who still remain.
 
Where inflows, duration and numbers have remained constant through time, numbers in receipt will grow if one of the following occurs:
· numbers of people coming on to the benefit increase (widening the bands) 

· the duration of their stays increases (reducing the rate at which the bands narrow with time)
· both numbers of people coming on and the duration of their stays increase.

Importantly, even if duration of stays does not increase, it plays a key role in determining the length of time any past growth in inflows will continue to affect numbers in receipt. If the average duration is long, then a past increase in inflows will continue to have a lagged effect on numbers in receipt for a long period of time. This point is key to understanding the growth in IB, and is illustrated in more detail by the simulation set out in the box below.
Figure 1.5: IB inflows, duration of stays and growth in numbers in receipt, 1993–2003
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Figure 1.6: SB inflows, duration of stays and growth in numbers in receipt, 1993–2003
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Figure 1.7 simulates the relationship between inflows and total numbers of recipients for a hypothetical benefit on which all who enter stay exactly five years before leaving. Years 0–5 represent a steady state in which 10 people enter benefit each year and 10 people leave each year. A sustained increase in the number of entrants begins in year six. Entrants grow by one extra person a year for 10 years, at which point they plateau at 20 per year.

Figure 1.7: Simulated numbers in receipt with growth
in number of entrants where all entrants stay five years
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Because all entrants remain on benefit for five years, the effect of the increased inflows on outflows is not felt for five years. This causes numbers in receipt to rapidly accumulate. This lag also means that the past growth in numbers of entrants continues to cause numbers of recipients to grow beyond the point at which numbers of entrants stop increasing – growth in numbers of recipients continues beyond year 15, a period in which inflows are the same from year to year and the length of stays is unchanged.
1.4 Method of analysis
This paper reports on a cohort-based study of growth that separately analyses inflows to benefit and benefit duration in order to make these lagged effects explicit. Compared with an analysis of inflows and outflows, this approach allows us to better identify the mechanisms that caused growth in numbers in receipt (Rupp and Stapleton 1995: 59). 
This method of analysis also makes sense because the factors that might impact on numbers in receipt can affect inflows and duration in different ways (Rupp and Scott 1998: 139–141; Cai 2002: 13). For example, population ageing would be expected to increase inflows if the probability of entry increases with age. But its effect on average duration is not clear. Duration might fall because mortality risk increases with age, or it might increase because re-employment probabilities fall with age (Rupp and Scott 1998: 141). 
While focusing on inflows and duration is a more informative approach to the analysis of growth, we are limited in our ability to apply it comprehensively because the benefit dynamics data only allow us to go back as far as the beginning of 1993. This limits our ability to assess conclusively whether increases in the size and duration of stays of inflows prior to 1993 have contributed to the growth observed in the decade since. This is unfortunate because it means that we cannot enumerate with certainty the share of growth in recipient numbers that is the result of larger inflows as opposed to longer durations. Estimation of these shares could be the subject of further work.

Figure 1.8 outlines the hierarchy of questions that we use to structure the analysis of overall growth that is set out for each of the benefits in Sections 2 and 3 of this report. At the highest level, the analysis assesses the contribution of first changes in duration (Sections 2.1 and 3.1), and then changes in inflows to the growth in recipient numbers that occurred (Sections 2.2 and 3.2). This assessment is represented by the second level in Figure 1.8. The shading indicates changes for pre-1993 entrants that cannot be assessed using benefit dynamics data. 
For both benefits, we find that the length of stays of the cohorts that entered since 1993 has been fairly static. The exception to this is that the cohorts that entered SB in 2001 and 2002 had slightly longer stays on that benefit than their predecessors and this has contributed to some of the recent growth in numbers receiving that benefit. Growth in inflows since 1993 was the more important driver of growth in numbers in receipt of the two benefits and for this reason is the main focus of the analysis that follows. 
The growth in inflows could result from:

· growth in the size of the eligible population

· changes in the age structure of the eligible population

· growth in the proportion of the population aged 60–64 coming on to IB each year (an increase in “inflow rates”), largely as a result of the rise in eligibility for NZS 
 

· growth in age-specific inflow rates at younger ages (the third level in Figure 1.8).

We find that much of the growth in inflows over the decade was inevitable given population growth, population ageing (for IB but not SB) and the rise in the age of eligibility for NZS. But at least half cannot be accounted for by these changes and reflects an increase in age-specific inflow rates among the population aged 15–59. 
The benefit dynamics data allow us to examine whether that growth was associated with increased movement on to IB or SB from other parts of the benefit system, aside from the effects that might be expected given population growth and population ageing (the left-hand arm of the fourth level in Figure 1.8). This was the case for IB and for the recent period of growth in SB between 1999 and 2002, but not when comparing SB in 1993 and 2002. 
We can then explore whether the growth in transfers from within the benefit system was the result of an increase in the proportion of the population receiving other benefits or an increase in the proportion of recipients of other benefits that were transferring each year (the left-hand side of the fifth level in Figure 1.8). 
We find that, for IB, much of the growth in age-specific inflow rates among those aged 15–59 was caused by an increase in the proportion of recipients of other benefits transferring on to IB each year. The timing of those increases suggests that they were at least partly associated with changes in policy and administration, detailed in Section 1.2, that led people with incapacities already in the benefit system to shift to IB.

Figure 1.8: Structure of the analysis of growth (() in numbers in receipt


For both benefits, we find that an increase in inflow rates associated with entries from outside the benefit system has also been significant. Data on past receipt of ACC weekly compensation allows some analysis of whether an increase in transfers from such payments has contributed to the growth in inflows from outside the benefit system (the right-hand side of the fifth level in Figure 1.8). These data do not, however, allow us to investigate the possibility that growing numbers of people were entering SB and IB while waiting to have their entitlement to ACC weekly compensation assessed, or growing numbers of people were coming on to these benefits having had claims for ACC weekly compensation denied. 
2 Findings for Invalids Benefit
2.1 Duration

The number of people receiving IB as a primary beneficiary almost doubled over the decade to 2002. Was this increase a result of:

· growth in numbers coming on to these benefits each year (growth in inflows)

· lengthening of stays on these benefits (increased duration)

· a combination of both these factors?
This section examines the role of changes in duration. The approach we take to is to look at the distribution of completed durations of IB receipt for the people who entered that benefit in each of the calendar years since 1993. 
Figure 2.1 shows the proportion of 1993 entrants who remained continuously on IB
 with increasing time from their date of grant.
 Each entrant is followed for the maximum period permitted by the data. This ranges from 10 years for those granted benefit at the beginning of 1993 to nine years for those granted benefit at the end of 1993.
 The grid line at 50% marks the median completed duration. For those who entered IB in 1993, the median completed duration of continuous receipt of that benefit was six years. Thirty-seven percent of those granted IB at the beginning of 1993 remained continuously on that benefit 10 years later. 

Given the large proportion of spells that were unfinished, it is not possible to calculate the mean completed duration of spells. Because potential duration can be very long in some instances (eg those who enter as young adults might stay on IB for close to 50 years), the mean duration is likely to be much longer than the six-year median.
Figure 2.2 overlays the same plots for those who entered in the years 1994–1996, following each for the maximum period possible given the 31 December 2002 end date of the study. Because more than 50% of people in each of the 1993–1996 cohorts had completed their spells by that date, it is possible to reliably compare median duration across the cohorts. On average, people in the 1995 and 1996 cohorts left IB sooner than people in the 1993 and 1994 cohorts. The median completed duration of the 1996 cohort was a year shorter than that of the 1993 and 1994 cohorts (five years compared with six). The difference between the cohorts became pronounced beyond a duration of two years, with sharp declines in the probability of remaining on IB beyond this point for the 1996 cohort in particular. 
This decline in duration is likely to be partly the result of the introduction of designated doctor reviews of medical entitlement in September 1995. From that date, people applying for IB were required to gain confirmation of their medical entitlement from a designated doctor at entry, and could be required to have a further assessment of their medical entitlement after 12, 18 or 24 months, or never. 
Figure 2.1: Percentage of entrants remaining continuously 
on IB at given durations, 1993 entry cohort
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Figure 2.2: Percentage of entrants remaining continuously 
on IB at given durations, 1994–1996 entry cohorts
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The reduction in duration also partly reflects the growing proportion of entrants who came on to IB in their 60s and stayed only as long as it took to qualify for NZS. Entrants aged 60 and over had the shortest durations (see Section 2.3), although these saw dramatic increases as the rise in the age of eligibility for NZS increased the length of time entrants would wait before moving from IB to NZS (see Appendix 4). The growing share of entrants that were aged 50–59 also put downward pressure on durations, as this age group had the shortest stays of the younger age groups. 
Figure 2.3 overlays plots for people who entered in 1997 and 1998 and shows a further fall at short durations – people who entered IB in these years left sooner than people who entered between 1993 and 1995. The 1997 and 1998 cohorts had sharp reductions in the probability of remaining on IB at one year and at two years. This is consistent with increased application of designated doctor reviews at the first annual renewal.

Figure 2.3: Percentage of entrants remaining continuously 
on IB at given durations, 1997–1998 entry cohorts
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Was the fall in durations real? Did most of those who ceased IB, perhaps as a result of a designated doctor review, return? If this was the case, we would expect to see little or no fall in duration if we were to disregard breaks in receipt that were not sustained. 
Table 2.1 shows that when we calculate the time to entrants’ first sustained exit from IB (defined as an exit with no return to IB in the following year),
 we still observe sizeable falls in the percentage remaining at given durations from their date of grant. The fall in the percentage remaining at four years was broadly similar (a 4.7% point fall in the time to a first sustained exit between the 1993 and 1998 cohorts, compared with a 4.2% point fall in the time to first exit). At shorter durations, however, the falls were reduced. 

The falls in the percentage remaining on IB at around the one-year and two-year points were less marked. This suggests that some, but not all, who were initially excluded by designated doctor reviews at these points returned to IB within a year. The increase in returns to benefit associated with this explains a small part of the growth in inflows (see Table 2.4).
Table 2.1: Percentage remaining on IB at 1.5, 2.5 and 4.0 years from date of grant by entry cohort, comparing (a) time to first exit and (b) time to first exit sustained for at least a year

	 
	Entry Cohort
	Percentage 
point fall

	 
	1993
	1994
	1995
	1996
	1997
	1998
	1993–1998

	% remaining at 1.5 years
	
	
	
	
	
	
	

	     Time to first exit
	79.9
	78.7
	77.7
	77.2
	75.2
	75.1
	–4.7

	     Time to first sustained exit
	84.9
	84.9
	83.9
	84.3
	81.7
	81.8
	–3.1

	% remaining at 2.5 years
	
	
	
	
	
	
	

	     Time to first exit
	70.9
	70.4
	68.8
	66.0
	65.3
	65.6
	–5.2

	     Time to first sustained exit
	78.0
	78.5
	77.5
	76.7
	74.2
	74.8
	–3.2

	% remaining at 4 years
	
	
	
	
	
	
	

	     Time to first exit
	60.4
	60.7
	57.8
	54.8
	56.5
	56.1
	–4.2

	     Time to first sustained exit
	69.6
	70.2
	68.5
	67.2
	66.0
	64.9
	–4.7


Finally, Figure 2.4 overlays the entry cohorts that came on to IB between 1999 and 2002. It shows a slight increase in duration. The sharp reductions in the percentage remaining at one year experienced by the preceding cohorts did not occur for these cohorts. In 1998, reviews at one year and 18 months were discontinued in line with the new expectation that qualifying incapacities would be “permanent” (defined as being expected to last for at least two years). It appears that people in these later cohorts were more likely to remain on IB beyond one year as a result. The difference was less marked beyond two years’ duration.

Figure 2.4: Percentage of entrants remaining continuously 
on IB at given durations, 1999–2002 entry cohorts
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There are several other possible explanations for the rebound in durations, including: 
· a compositional shift resulting from the introduction of the “permanent and severe” criteria, with more people with more severe incapacities remaining on IB for longer periods 

· a reluctance of designated doctors to withdraw medical entitlement from IB recipients after SB payment rates were lowered in July 1998 
· a lengthening of durations of entrants aged 60–64 as the age of eligibility for NZS rose. 
In spite of the rebound, members of later entry cohorts still had shorter durations on IB than those who entered in the early 1990s. Had duration remained as it was for the 1993 cohort (all other things being equal), the number of people currently receiving IB would be higher. Had it remained as it was for the 1998 cohort, numbers would be slightly lower. But over the 1993–2002 period as a whole, lengthening durations of new entrants to IB did not make a significant contribution to growth in numbers in receipt. 
Did lengthening durations for entries to IB prior to 1993 contribute to growth in numbers receiving that benefit in the period since 1993? This question cannot be answered definitively with the available data. There are, however, several events and trends, some pre-1993 and some post-1993, that suggest that this may have occurred, eg:
· rising unemployment over the decade to 1993, which might have lengthened stays by reducing the probability of an exit from IB to employment
· deinstitutionalisation (rapid in 1991 and 1992), which was associated with new take-up of IB by people with long-term or permanent conditions and may have lengthened the average stay on that benefit 
· increased life expectancy of people with intellectual and congenital disabilities, which is likely to have lengthened the IB durations of pre-1993 entrants with these incapacities 
· a more general increase in the survival rates of people with some types of severe impairments, due to increasingly sophisticated medical interventions

· the rising age of eligibility for NZS, which extended the length of time that pre-1993 entrants remained on IB before transferring to that payment.
2.2 Inflows

While changes in duration were not a significant contributor to growth, at least for recent entrants, growing inflows since 1993 clearly were a force for growth. Figure 2.5 shows that the number of entries to IB each calendar year increased over the study period from 5,140 in 1993 to 10,188 in 2002 – a 98% increase.
 The rate of growth was most rapid between 1994 and 1995 (with 24.4% growth). Growth halted temporarily with the introduction of the “permanent and severe” criteria for entry in 1998 before resuming and then slowing dramatically to just 2.2% between 2001 and 2002. 

Figure 2.5: Numbers of entries to IB each year, 1993–2002
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Was growth in inflows prior to 1993 also a force for growth in the period since 1993? The simulations set out in Figure 1.7 suggest that this was almost certainly the case. Numbers of grants of IB grew throughout the 1980s, albeit at a slower rate than in the decade to 2002 (see Figure 1.3). The long stays of those entering IB mean that the lagged effects of this growth must have continued to contribute to rising IB numbers since 1993. 
Contributors to growth in inflows post-1993

The growth in inflows post-1993 could be the result of: 

· growth in the size of the eligible population

· ageing of the population
· growth in the proportion of the population aged 60–64 coming on to IB each year, largely as a result of the rise in eligibility for NZS (an increase in “inflow rates”)

· growth in inflow rates at other ages.

Table 2.2 sets out growth in the number of entries (or inflows) alongside population growth. The working-age population (defined here as those aged 15–64) grew by 10.7% between 1993 and 2002, and this explains some of the growth in inflows.
 
At the same time, the proportion of that population in the older working-age groups increased.
 Because the proportion of people who experience permanent and severe ill-health or disability increases with age, this “population ageing” also generated growth in inflows. 
Table 2.2: Number of entries, population size and inflow rates for IB, 1993–2002

	Year
	Number of 
entries (1)
	Annual 
growth 
%
	Population 
aged 15–64
	Annual 
growth 
%
	Inflow rates 
for population 
aged 15–64
% (2)
	Annual 
growth 
%

	 
	
	
	
	
	
	

	1993
	5,140
	
	2,339,760
	
	0.22
	

	1994
	5,513
	7.3
	2,368,870
	1.2
	0.23
	5.9

	1995
	6,858
	24.4
	2,402,490
	1.4
	0.29
	22.7

	1996
	7,312
	6.6
	2,443,130
	1.7
	0.30
	4.8

	1997
	8,031
	9.8
	2,476,300
	1.4
	0.32
	8.4

	1998
	7,241
	–9.8
	2,497,260
	0.8
	0.29
	–10.6

	1999
	8,189
	13.1
	2,510,540
	0.5
	0.33
	12.5

	2000
	9,426
	15.1
	2,526,200
	0.6
	0.37
	14.4

	2001
	9,965
	5.7
	2,542,710
	0.7
	0.39
	5.0

	2002
	10,188
	2.2
	2,590,820
	1.9
	0.39
	0.3

	 
	
	
	
	
	
	

	% change 1993–2002
	 
	98.2
	 
	10.7
	 
	79.0


Notes: 

(1) “Number of entries” refers to number of spells commenced in a calendar year. Because of the assumptions regarding spell definition noted in Appendix 2, and because of differences in time period covered, these do not equal the number of grants in fiscal years shown in Annual Statistical Reports. 
(2) A very small number of entrants aged 65 or over are included in the numerator. Excluding this group does not materially alter the estimates of inflow rates for the population aged 15–64. 
Source for population estimates: Statistics New Zealand, resident population estimates as at 30 June 1993–2002.

Inflow rates also increased. Growth in inflow rates was most dramatic at ages 60–64 (Figure 2.6), and this was largely due to the rise in the age of eligibility for NZS.
 Growth in inflow rates also occurred at all other ages,
 with the rate of growth most rapid in the 30–39 and 40–49 age groups. Growth in inflows in these age groups accounted for half of the overall growth in inflow rates for the 15–59 age group as a whole. Growth in inflows among those aged 50–59 accounted for a third of the growth. 
Figure 2.6: IB inflow rates by age group, 1993–2002 entry cohorts
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We can estimate the independent contributions of demographic changes and changes in inflow rates to the growth in inflows to IB by calculating the growth that would have occurred had each factor changed in isolation while all other factors remained constant. For example, we can estimate the amount by which numbers on IB would have grown as a result of the 10.7% growth in the eligible population, assuming that the age structure of the population had remained as it was in 1993 and the inflow rates at different ages had remained constant at their 1993 levels, and then calculate what share of the actual growth in numbers that change accounts for.
 
Table 2.3 shows the results of this estimation. The independent effects of the four factors explain 88% of the actual change in inflows, with the net effect of interactions between them explaining the remaining 12%. Between 1993 and 2002: 

· population growth accounted for an estimated 11% of the growth in inflows 
· population ageing accounted for 6% of the growth 
· increased rates of entry among those aged 60–64, largely attributable to the rise in the NZS age of entitlement, accounted for 20% of the growth
· increased rates of entry among those aged 15–59 accounted for 52% of the growth. 
In total, at least 37% of the growth appears fairly inevitable given the demographic and policy changes that occurred.
 At least half cannot be accounted for by these factors and reflects increase rates of entry to IB among people aged 15–59. 
Table 2.3: Factors contributing to growth in inflows to IB

	Factors contributing to growth in numbers of entries 
	Estimated growth in numbers of entries 1993 vs 2002 resulting from factor in isolation
	Estimated % growth in numbers of entries from 1993 resulting from factor in isolation
	% share of growth in numbers of entries from 1993 resulting from factor in isolation

	
	
	
	

	
	
	
	

	
	
	
	

	 
	
	
	

	Growth in the population aged 15–64
	551
	11
	11

	Ageing of the population aged 15–64
	290
	6
	6

	Increased inflow rates at ages 60–64
	1,019
	20
	20

	Increased inflow rates at ages 15–59
	2,603
	51
	52

	 
	
	
	

	Interactions between factors
	586
	11
	12

	 
	
	
	

	Actual growth in numbers of entries
	5,049
	98
	100


Did the increase in inflow rates at ages 15–59 partly reflect growth in the proportion of existing IB recipients having breaks in their receipt but returning to IB? Table 2.4 shows that this was the case, but the impact on growth rates was modest. It shows that even when entrants who were returning having left IB within the last year are excluded from the calculation, inflow rates for the population aged 15–59 increased by 42.6% between 1994 and 2002.
 
Table 2.4: Growth in IB inflow rates for population aged 15–59,
including and excluding those returning after prior receipt

	Cohorts compared
	Percentage growth in 
inflow rates for population aged 15–59
	Percentage growth in inflow rates for population aged 15–59 
excluding those 
returning having left IB 
within the 52 weeks 
prior to entry

	 
	
	

	1994–1995
	20.6
	20.3

	1995–1996
	 3.2
	 2.2

	1996–1997
	 6.4
	 5.2

	1997–1998
	 –11.6
	 –16.0

	1998–1999
	 9.7
	 11.4

	1999–2000
	13.0
	14.9

	2000–2001
	 4.1
	 4.6

	2001–2002
	 –1.1
	 –1.9

	 
	
	

	1994–2002
	 49.5
	 42.6


Increased transfers versus increased new inflows

Having accounted for the effects of population growth and population ageing, and having separated out the changes that occurred for 60–64 year olds, we can look in some detail at the growth in IB inflow rates at ages 15–59. Benefit dynamics data allow us to assess whether this growth was associated with transfers from other benefits or entries from outside the benefit system. 
We find that both played a role. Figure 2.7 shows that both the percentage of the population aged 15–59 entering as a result of a benefit transfer and the percentage of the population entering from outside the benefit system grew between 1993 and 2002. 
Figure 2.7: IB inflow rates for population aged 15–59 by type of entry
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Of the growth in inflow rates among those aged 15–59, 60% is explained by the increase in direct transfers from other benefits (Table 2.5). Note that this estimate is age standardised to control for the contribution that changes in the age structure of the population made to overall share of growth coming from each source.
 The share of growth accounted for by non-transfers varies by age, peaking (inevitably) for the 15–19 age group at 92%. 

Table 2.5: Share of growth in IB inflow rates 1993–2002 by age group, by type of entry

	
	Age standardised share of growth in inflow rates

	Age group
	Transfer
	Non-transfer
	All

	 
	
	
	

	15–19
	8
	92
	100

	20–29
	66
	34
	100

	30–39
	65
	35
	100

	40–49
	70
	30
	100

	50–59
	65
	35
	100

	60–64
	68
	32
	100

	65+ 
	17
	83
	100

	 
	
	
	

	Total
	62
	38
	100

	15–59
	60
	40
	100


Figure 2.8 further disaggregates the transfer and non-transfer groups by the amount of time spent on benefit in the two years prior to entering IB. This window of time allows us to identify entrants to IB who have been long-term recipients of benefit income. Because we are unable to examine receipt in the two years previous for the 1993 and 1994 cohorts, this confines the comparison to the cohorts that entered from 1995 onwards. 
Growth was most rapid for those who transferred after spending all of the last two years on benefit (with 36% growth between 1995 and 2002) and those who entered from outside the benefit system after spending some time in the previous two years on benefit (with 34% growth between 1995 and 2002). 
Figure 2.8: IB inflow rates for population aged 15–59 
by type of entry and previous benefit receipt
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Growth in numbers transferring after spending all of the last two years on benefit explains 47% of the growth in rates of entry among those aged 15–59 between 1995 and 2002 (Table 2.6). A further 34% is associated with growth in entry by those who had spent some but not all of the preceding two years on benefit, so that 81% is associated with growth in entry among those with either current or recent contact with the benefit system. 
Table 2.6: Share of growth in IB inflow rates 1995–2002 by age group,
by type of entry and previous benefit receipt

	 
	Age standardised share of growth in inflow rates

	 
	Transfer 
	Non-transfer 
	

	Age group
	All of previous 2 years on benefit
	Some of previous 2 years on benefit
	Some of previous 2 years on benefit
	None of previous 2 years on benefit
	All

	 
	
	
	
	
	

	15–19
	0
	–4
	4
	100
	100

	20–29
	28
	26
	42
	5
	100

	30–39
	60
	5
	36
	–2
	100

	40–49
	54
	17
	24
	4
	100

	50–59
	168
	–99
	53
	–22
	100

	60–64
	38
	32
	12
	18
	100

	65+ 
	44
	39
	14
	4
	100

	 
	
	
	
	
	

	Total
	43
	17
	21
	19
	100

	15–59
	47
	6
	28
	19
	100


Figure 2.9 shows the benefits of origin for those transferring. Most transfer from SB. Close to one in 10 people who come on to SB end their spell on that benefit with a transfer to IB, and these people make up close to half of the people coming on to IB. That so many entrants to IB come from SB partly reflects the progressive nature of many incapacities. Chronic diseases such as diabetes and arthritis, for example, are associated with increasing impairment levels as the diseases progresses. It also partly reflects the common practice of granting SB for a short period while medical eligibility for IB is being assessed.

Figure 2.9: IB inflow rates for population aged 15–59 
by benefit of origin for entries by transfer
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The percentage of the population aged 15–59 entering IB as a result of a transfer from SB grew from 0.11% in 1993 to 0.17% in 2002. Controlling for the effects of population ageing, we estimate that growth in such flows accounted for 38% of the overall growth in inflow rates at ages 15–59 (Table 2.7). 
Table 2.7: Share of growth in IB inflow rates 1993–2002 
by age group, by type of entry and benefit of origin

	 
	Age standardised share of growth in inflow rates

	Age group
	Transfer from SB
	Transfer from UB
	Transfer from DPB or WB
	Transfer from benefit as partner
	All transfers
	Non- transfers
	All

	15–19
	5
	2
	0
	0
	8
	92
	100

	20–29
	51
	6
	7
	2
	66
	34
	100

	30–39
	33
	8
	20
	4
	65
	35
	100

	40–49
	43
	5
	19
	4
	70
	30
	100

	50–59
	44
	11
	–1
	11
	65
	35
	100

	60–64
	41
	10
	11
	5
	68
	32
	100

	65+ 
	–20
	0
	66
	–29
	17
	83
	100

	 
	
	
	
	
	
	
	

	Total
	39
	8
	11
	5
	62
	38
	100

	15–59
	38
	7
	11
	5
	60
	40
	100


Flows from UB
 to IB also increased over the period and account for 7% of the growth in inflow rates at ages 15–59 and a tenth of the growth in inflow rates at ages 50–59 and 60–64 (Table 2.7). 
Some of the growth in the proportions transferring after spending all of the previous two years on benefit reflects an increase in direct transfers from the DPB and WB, which are benefits characterised by long-term receipt. Such flows accounted for 11% of the growth in inflow rates among those aged 15–59 between 1993 and 2002, and a fifth of the growth in rates of entry among those aged 30–39 and 40–49 over that period (Table 2.7).

There was also an upward shift in the proportion of the population entering IB by way of a transfer from receiving benefit as a partner. Such transfers explain 5% of the overall growth in inflow rates at ages 15–59 and 11% of growth in inflow rates at ages 50–59.

Increased rates of receipt of other benefits versus increased transfer rates
How did the growth in the proportion of the population coming on to IB by way of a transfer from another benefit come about? Was it the result of growth in proportion to the population receiving those benefits? Was it the result of an increase in the proportion of people receiving those benefits making the transfer? Or was it a combination of these factors?

Figure 2.10 shows changes in the proportion of the population aged 15–59 receiving as a primary beneficiary the various benefits that contribute entrants to SB and IB.
Figure 2.10: Percentage of total population aged 15–59 receiving 
main benefits as a primary recipient, 30 June 1993–2002
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The plots in Figure 2.11 show changes in the proportion of those in receipt of these benefits at the beginning of each calendar year who ended their spell with a transfer to IB over the course of that year.
 

Figure 2.11: Percentage of primary recipients of main benefits aged 15–59 
at 1 January each year transferring to IB over the following year, 1993–2002
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Transfers from SB

The percentage of the population aged 15–59 receiving SB increased very slightly between the beginning and the end of the study. This contributed to the growth in transfers from that benefit. Figure 2.11 shows that an increase in the proportion of those in receipt of SB transferring to IB also contributed to the growth. The proportion of those in receipt of SB at the beginning of each calendar year who ended their spell on SB with a transfer to IB within that year increased from around 6% of those in receipt at the beginning of 1993 and 1994 to around 7% of those in receipt at the beginning of 1995, 1996 and 1997. The proportion then dropped before more than recovering to reach around 8% of those in receipt at the beginning of 2000, 2001 and 2002. 
Possible explanations for these increases in transfer rates vary. In the early to mid-1990s, the effect of the 1991 benefit cuts on the relativities between SB and IB may have still been causing transfers to increase. The further reduction in benefit rates for SB recipients that occurred with the alignment of SB and UB payment rates in 1998, together with the administrative focus on “full and correct entitlement”, might explain the more recent increases. 
Transfers from DPB and WB

The proportion of the population aged 15–59 receiving DPB or WB was lower in 2002 than 1993. If all else had remained constant, this fall would have reduced the proportion of people in this age group entering IB by way of a transfer from these benefits. 
The fall was more than offset, however, by a twofold increase in the proportion of recipients of these benefits aged 15–59 transferring to IB. Figure 2.11 shows that the proportion of recipients of DPB or WB transferring to IB over the course of a calendar year increased from 0.28% of those in receipt at the beginning of 1993 to 0.63% of those in receipt at the beginning of 2002. Indeed, the increase in transfers will account for a small part of the fall in numbers receiving DPB and WB. 
The timing of the upward shift in 1999, and of the earlier slight peak in 1997, suggests that the increase is at least partly explained by the changes in conditions of entitlement for these benefits that occurred over the late 1990s and early 2000s. The introduction of part-time work testing of some groups in 1997, and the further extension and strengthening of work testing in 1999, is likely to have led people with incapacities receiving DPB and WB to test their eligibility for IB. The reduction of caseloads in the lead up to Enhanced Case Management (ECM) in October 2002 might also have seen an administratively led drive to shift people on DPB and WB with qualifying incapacities on to IB. ECM itself, with its focus on identifying barriers to work, may have increased the rate of transfers. 
The work testing changes of the late 1990s also applied to some spouses of recipients of other benefits and is likely to explain the upward shift in population propensities to make such transfers that occurred over that period. 
Transfers from UB
While fluctuating over the period of the study, Figure 2.11 shows that the percentage of the population receiving UB was significantly lower at the end of the period than at the beginning. Therefore, growth in rates of receipt did not contribute to the growth in transfers from these benefits between the beginning and the end of the period.
 
That growth was entirely due to a threefold increase in the proportion of those in receipt of UB transferring to IB – from 0.07% in 1993 to 0.22% in 2002 (ie from under one to just over two in every thousand recipients). 
The largest increase occurred between 1999 and 2000. The timing of this change suggests that it may be the result of the shift to ensuring “full and correct entitlement” in the administration of benefits and the increased focus on reducing numbers on the employment register in response to the Employment Strategy and Māori Employment Strategy. It is possible that the focus on the long-term unemployed in the 10-year drive that began in 2002 explains the continued high rates of transfer. Changes in the composition of the population on UB, and an increase in the intensity of case management as unemployment rates fell, would also explain some of the change. Changes in financial incentives after the alignment of SB and UB rates in July 1998 might also play a role.

The shift accounts for some of the fall in numbers receiving UB. Because those who made the transfer generally left the labour market, it may have depressed surveyed labour market participation rates and unemployment rates. 

Growth in rates of transfer from other benefits plays an important role in explaining the growth in IB numbers, and the timing of that growth often coincides with changes in policy or administration. This tells us much about the mechanics of the growth that occurred, but leaves unanswered some important questions about causality. It is not possible, for example, to say whether the growth simply reflected a change in the type of benefit received by people with incapacities already in the benefit system, or whether changes in employment opportunities and choices, changes in health status, or an informal easing of the way in which doctors interpreted the medical criteria for entry to IB also played a role. Population ageing will explain a very small part of the changes observed. 
The role of transfers from ACC

An increase in inflow rates associated with entries from outside the benefit system has also been an important contributor to growth. The administrative nature of the benefit dynamics data means that they are less informative in examining the source of this growth. Data on past receipt of ACC weekly compensation, however, do allow some examination of whether an increase in direct and indirect transfers from such payments contributed to it.
 
The assessment covers only the period from the beginning of 1998 onwards, as data on past receipt of ACC weekly compensation is only currently available from that date. As a result, we can only examine changes since the 1997 introduction of ACC work capacity testing. 
The proportion of the population entering IB as a non-transfer (ie from outside the benefit system) and having ceased ACC weekly compensation within the two weeks prior to their IB grant was very small in all the years that can be assessed. This is to be expected, given that many coming on to IB from ACC would have faced an initial stand down of up to 10 weeks (depending on the level of earnings-related weekly compensation they had been paid) and that the usual process was to grant people transferring from ACC unemployment rather than incapacity-related benefits.

Was indirect movement out of the ACC system and on to IB a more significant source of growth? Did some former ACC recipients stay out of the benefit system for a period, before appearing on IB? 
Figure 2.12 shows that the population proportions entering IB as a non-transfer within a year of ceasing ACC weekly compensation were still very small in relation to the total inflows, and fluctuated from year to year. They were larger in 2002 than in 1999, and this growth explains approximately 4% of the growth in inflow rates at ages 15–59 between those years. The growth in movement from ACC to IB via other benefits (the Transfer, exited ACC in last 52 weeks group in Figure 2.12) makes up a further 4%, giving a total of 8% (Table 2.8). As growth in inflow rates at ages 15–59 accounts for half of the overall growth in inflows over that period, growth in entries by former ACC recipients can explain 4% of the overall growth in inflows between 1999 and 2002.
Figure 2.12: IB inflow rates for population aged 15–59 by type of entry and 
whether ACC weekly compensation ceased within 52 weeks of entry
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Table 2.8: Share of growth in IB inflow rates 1999–2002 by age group, by type of entry and whether ACC weekly compensation ceased within 52 weeks of entry

	 
	Age adjusted share in growth in inflow rates
	 

	 
	Non-transfer
	Transfer
	

	Age group
	No ACC in previous 52 weeks
	Exited ACC in previous 52 weeks
	No ACC in previous 52 weeks
	Exited ACC in previous 52 weeks
	All

	 
	
	
	
	
	

	15–19
	79
	2
	18
	1
	100

	20–29
	37
	1
	59
	3
	100

	30–39
	35
	5
	53
	7
	100

	40–49
	25
	2
	66
	7
	100

	50–59
	–4
	11
	102
	–9
	100

	60–64
	30
	–2
	68
	4
	100

	65+ 
	–11
	0
	111
	0
	100

	 
	
	
	
	
	

	Total
	33
	2
	61
	4
	100

	15–59
	34
	4
	58
	4
	100


2.3 Differences between subgroups
Was growth in numbers in receipt of IB more rapid for some groups than others? If so, how did this come about? Was it the result of increased numbers coming on to the benefit (inflows) or lengthening stays (durations)?
Figure 2.13 illustrates the way we look at changes in recipient numbers by subgroup in this section. We think of the change in recipient numbers for subgroups over the decade as being a function of the number of recipients at the start of the period, the number of entries subsequent to this date, and the duration that these people stay on benefit. Note that recipient numbers in 2002 will also be affected by entries and durations prior to 1993, but that this information is not available.

Figure 2.13: Understanding changes in IB recipient numbers by subgroup
 SHAPE  \* MERGEFORMAT 



We examine changes for subgroups defined by:

· gender
· age
· ethnicity
· type of incapacity
· prior benefit receipt.

These are dimensions of the IB population that are of particular policy interest, and for which the data are available. An analysis by educational attainment, which would also be of considerable policy interest, is not permitted by the data for IB.
 
Note that, in this analysis, we do not control for population growth or population ageing. Some of the changes observed for particular subgroups may reflect the effects of these factors.

Gender

Female IB recipient numbers have increased at a faster rate than male numbers since 1993. This resulted from a combination of a greater rate of increase in female entries over the period, and the relatively longer benefit durations they experience. Durations decreased slightly for both groups between 1993 and 2002.

Due to the male dominance of IB numbers, they have contributed more in absolute terms to overall increases in entries and recipient numbers than females. Females have had a greater proportionate influence, however, and now make up a greater proportion of all IB recipients (a change from 41% in 1993 to 45% in 2002).

Recipient numbers

Figure 2.14 shows that numbers of both male and female IB recipients increased consistently over the 1993–2002 period. Male recipient numbers increased by 67%, (from 21,212 to 35,380), while female recipients increased by 91% (from 15,150 to 28,958). 
Figure 2.14: IB recipients by gender, 1993–2002
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Inflows

Figure 2.15 shows the numbers of male and female entries over the period. Both genders show a similar pattern of increasing entry numbers, with a brief interruption in 1998. As with recipient numbers, female entry numbers grew at a faster rate than those for males over the period. Female entry numbers were 113% higher in 2002 than 1993, while male entrant numbers were 88% higher.
Figure 2.15: IB entries by gender, 1993–2002
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Duration

Duration profiles of males and females who entered IB in 1993 or 1994 are shown in Figure 2.16. Female entrants at this time had a longer duration profile than males, with a median length of continuous stay on IB of around seven years, compared with five and a half years for men.

An analysis of duration profiles over time shows a pattern of decreasing duration from 1993 to 1998 for both males and females. Although durations of entry cohorts have rebounded in recent years (particularly for females), they are still shorter than 1993 durations. Duration profiles for selected years are plotted in Appendix 4.

Figure 2.16: Duration profiles by gender, 1993/1994 IB entry cohorts
[image: image25.emf]0

25

50

75

100

0 1 2 3 4 5 6 7 8 9 10

Years from date of grant

Percent remaining

Female

Male


Age

An increase in IB recipients over the age of 60 has been a major driver of overall increases in IB receipt, particularly from 1997 onwards. This increase was caused by a combination of increased numbers of entries and lengthened durations. The majority of the overall change, however, was driven firstly through increasing entries of 30–59 year olds in the first years of the study (1993–1998), and secondly through greater entries of 40–59 year olds post-1998. In general, duration increases have not caused the rise in numbers of recipients in any of the under-60 age groups, although there are some signs of increasing durations since 1998.
Recipient numbers

Figure 2.17 shows the number of IB recipients, broken down by age at entry, over the 1993–2002 period. 
Figure 2.17: IB recipients by age, 1993–2002
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The increase in the age of eligibility for NZS has resulted in recipient numbers increasing dramatically in the 60+ age group over the entire period, and from 1997 to 2002 particularly. IB recipients in this age group increased by 312% from 1993 to 2002 (from 2,549 to 10,509).

Other age groups showing large increases are the 50–59 year olds, which increased by 79% (from 9,670 to 17,308), and the 40–49 year olds, which increased by 91% (from 7,811 to 14,939).

Smaller increases occurred with the under-20 and 30–39 age groups, which increased by 43% and 48% respectively. The smallest growth was in the 20–29 age group, which increased by only 10% from 1993 to 2002.

Given that the younger age groups were also small in absolute number, increases in under-30 age group contributed only around 5% of the overall growth in IB numbers. The growth in the under-20 age group has occurred only from 1997 to 2002, while the growth in numbers of 20–29 year olds occurred largely from 1993 to 1996.

Inflows

Figure 2.18 shows entry numbers, by age group, from 1993 to 2002. Comparing this with Figure 2.17 shows clearly similar patterns and illustrates the link between entry numbers and recipient numbers. This relationship is weakened, in the case of IB, by the long spell durations, which results in recipient numbers in a particular year being influenced not only by the size of the current entry cohort, but also by past entry cohorts. This, in turn, means that only sustained changes in entry numbers will have a noticeable effect on recipient numbers and that this effect may take some years to become apparent.

Figure 2.18 shows a blip in the increasing number of 30–59-year-old IB entries in 1998. This drop in entries has only a limited impact on recipient numbers (Figure 2.17), and the effect is only one of slowed growth in following years, not an outright decrease in numbers.

Figure 2.18: IB entries by age, 1993–2002
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Duration

The long duration pattern for IB results in IB recipient numbers that are relatively unresponsive to changes in entry numbers alone. To what extent have differing duration profiles, and changes in these profiles, affected age-specific IB numbers? 

Duration profiles for the 1993/1994 IB entry cohorts, by age group, are plotted in Figure 2.19. This graph shows a very short duration profile for entrants aged 60+ (median duration of one year, three months). This is consistent with a move to NZS at around this age, although we would expect this duration profile to extend for entrants later in the 1990s, as the age of eligibility increased.

Of the other age groups, the shortest IB durations are for 50–59 year olds, with a median duration of just under five years. As with the over-60 group, durations for this group will be affected by many entrants reaching the age of eligibility for NZS. The longest duration profile is for entries at 15–19 years of age (median duration is greater than 10 years and lies outside the study period), while entries at 20–49 years all show similar duration patterns and a median duration of 6–8 years.

The long durations of 15–19-year-old entrants can be explained by the predominance of long-duration incapacities amongst this group (intellectual disability and congenital conditions) and the lower number of incapacities associated with short spells of IB receipt (neoplasms and circulatory conditions). Long-duration incapacities make up only around 8% of all entries from 1996 to 2002 but 48% of 15–19-year-old entries. Short-term conditions make up 20% of all entries but less than 4% of 15–19-year-old entries.

Figure 2.19: Duration profiles by age, 1993/1994 IB entry cohorts
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Duration patterns for each age group over time are included in Appendix 4.
 Most age groups show shortened duration patterns since 1993, although cohorts in more recent years show evidence of durations rebounding back towards 1993 levels. The exceptions are the 50–59 age group, which showed small duration increases from 1993 onwards, and the 60+ group, for which duration increased dramatically over the period. The 20–29 group has experienced continued shortening of durations through to 2002.

We would expect both of the older age groups to be affected by the raising of the NZS age of eligibility from 60 to 65, which was phased in from 1992 to 2001. Through to 2000 at least, there is certainly evidence of increasing proportions of entrants aged 60+ staying on IB for longer periods of time. It is interesting, however, that since 1997, the proportion of entrants staying on IB for longer durations (ie 4–5 years) has shown signs of decline. This tends to indicate that there may have been other factors mediating the effects of the NZS eligibility change.

Ethnicity

The increasing numbers of European, Pacific and Māori IB recipients seem to be largely due to the increasing numbers of entries. The comparatively high growth in Māori and Pacific IB recipient numbers is a symptom of greater growth in entries for these groups, although longer durations in recent cohorts may have contributed towards increases for the Pacific group since 2000. These differences will partly reflect significant changes in the ethnicity recording system.
Recipient numbers

Given the poor quality of ethnicity data in the early years of our analysis, we have only looked at changes from 1996 onwards. Figure 2.20 shows numbers of IB recipients over time by ethnic group.
 Over this period, Pacific IB recipients showed an increase of 86% (from 1,300 to 2,423), while Māori increased by 73% (from 7,323 to 12,677), and New Zealand and Other Europeans increased by 55% (from 25,440 to 39,367). The Other ethnic grouping only increased by 9% over the period, while the number of recipients with Unknown ethnicity reduced by more than two-thirds.

In August 2001, a new ethnicity recording system was introduced as part of the Unified Client View Phase Two (UCVII) system. The effect of this change is to feed “multiple response” ethnic codes historically collected through the job seeker register SOLO and newly collected through UCVII into the record of ethnicity held in the benefit administration system SWIFTT and analysed here. Because SWIFTT can only hold one ethnic code, prioritisation rules formerly used by Statistics New Zealand are applied to decide which of multiple ethnic codes recorded in SOLO or UCVII are recorded in SWIFTT. These rules record Māori ethnicity if this is one of the codes recorded for an individual, and if Māori ethnicity is not recorded, give priority to Pacific and then other ethnicity. A person will only appear as “NZ European” if this is the sole ethnicity recorded for them.
This change led to a change in the SWIFTT ethnic group recorded for many individuals. Although we only analyse data for each entrant recorded after the change, it is likely that the extent of reclassification was greater for post-2001 entrants than earlier entrants (given that one of the possible data capture systems that could result in reclassification – UCVII – was only introduced in 2001), and that this accounts for some part of the more rapid growth in numbers of Māori and Pacific recipients.
Figure 2.20: IB recipients by ethnicity, 1996–2002
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The decreasing number of recipients with Unknown ethnicity over this period also complicates the analysis to some extent. It is unknown what proportion of this group truly belongs to each of the other ethnic groups. It is likely that some of the increase in each of the other ethnic groups over time is actually due to the improved classification of newer entrants. Nevertheless, the Unknown ethnicity has always been small compared with New Zealand and Other Europeans and Māori, and could not have contributed substantially to the growth of these groups.

Inflows

In overall terms, there was little difference in the rate of growth in numbers of entries amongst different ethnic groups, as is shown in Figure 2.21. Except for the Unknown ethnicity category, all other ethnic groups had 2002 entries that were around a third to a half larger than in 1996. The greatest of these increases was for Māori entries, with a 50% change, followed by Pacific entries, with numbers rising by 43%. As with the differences in rates of growth in recipient numbers, differences in entry growth by ethnic group are likely to partly reflect the effects of the new ethnicity recording system in 2001.
Figure 2.21: IB entries by ethnicity, 1996–2002
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New Zealand and Other Europeans, Pacific peoples and Māori all had similar 1996/1997 cohort duration profiles initially, with lower quartile durations of just under two years (Figure 2.22). But the gap between the groups widened slightly with increasing duration, with Māori and Pacific entrants less likely to remain beyond four years. The Other ethnicity grouping had a considerably longer duration, with a lower quartile of three and a quarter years, while those entries with Unknown ethnicity had a lower quartile duration of only four months.

Figures in Appendix 4 show that entry cohorts since 1996 have had fairly stable duration patterns for New Zealand and Other Europeans and Māori. The durations of Pacific peoples, on the other hand, have lengthened significantly, particularly in the 2000 and 2001 entry cohorts. It is too soon to know whether this effect will also be seen for the 2002 cohort. 
The Other ethnicity grouping has experienced shortening durations since 1996, from a lower quartile of more than three years for the 1996 cohort to a lower quartile in the 2000 cohort of two years and four months. We cannot calculate lower quartile duration for the 2001 and 2002 cohorts, but this trend looks to be continuing. In fact, of the 2002 cohort, fewer entries categorised as Other ethnicity were still in receipt after a year than any other ethnicity grouping. Reasons for this change are not clear.

Figure 2.22: Duration profiles by ethnicity, 1996/1997 IB entry cohorts
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Type of incapacity

In general, IB growth seems to have been driven by growth in entries across almost all incapacities. Although many mental disorders (eg depression, stress and bipolar disorder) have shown especially large increases, these were at least partly the result of changed coding practices.

The major driver of increasing IB receipt amongst mental disorders was schizophrenia, which combined a large recipient base at the start of the period with gradually increasing entries and a long duration profile. This, too, should be viewed with caution because of the coding changes. 

The main driver of increases in physical incapacity numbers was the group of musculoskeletal disorders, which had large increases in recipient numbers over the years 1996–2002. Again, these figures will have been inflated somewhat by coding changes. Circulatory and nervous system disorders also contributed to the growth, largely through entry cohort growth.

Recipient numbers

As with ethnicity, incapacity information is only presented from 1996 onwards. Changes in coding in 1995 make comparisons over a longer period less reliable. 
We use the highest ranked incapacity recorded for the individual.
 For individuals who entered IB before the 1995 coding change, this is the highest ranked code recorded after the transition to the new codes. For individuals who entered after the change, this is the highest ranked code entered at the time their benefit was granted.

There are many incapacity categories. We have used internationally comparable standard groupings and, for simplicity’s sake, have only specifically referenced those that most commonly affect IB recipients. We have also disaggregated the “mental disorders” group into its subgroups, and analysed these separately from physical incapacities. The “mental disorders” group is by far the largest first-level group of conditions, and it is important to identify what is happening at a more detailed level for this group.

It is particularly important that we distinguish intellectual disabilities from other mental disorders, such as stress, depression or schizophrenia. People with intellectual disabilities have quite different characteristics from people with other incapacities in this group, as well as having a distinctly long duration pattern and experiencing considerably slower growth in numbers. We do not totally remove intellectual disabilities from the mental disorders group, since we know that the “other psychological/psychiatric conditions” category within the mental disorders group includes many people who should be categorised as having intellectual disabilities. The association between these groups should therefore be maintained. 

The “mental disorders” group includes:

· bipolar disorder

· depression

· intellectual disabilities

· schizophrenia

· stress

· substance abuse

· other psychological/psychiatric conditions.

The “physical incapacity” group includes:

· circulatory disorders

· congenital conditions

· endocrine disorders

· injuries

· musculoskeletal disorders

· neoplasms (eg cancer) 

· nervous system disorders

· respiratory disorders

· other conditions

· unspecified incapacities.

Appendix 3 shows the SWIFTT codes for conditions that are included in each of the groupings we use.

Over the period 1996–2002, the numbers of IB recipients with mental disorders increased by around 34%, from 21,205 to 28,315. However, if we exclude intellectual disabilities, which had modest growth of around 8%, mental disorders showed a far greater increase of 57%, from 11,191 in 1996 to 17,525 in 2002.

Physical incapacities grew at a faster rate than mental disorders, but at a similar rate to the mental disorder group with intellectual disabilities excluded. The number of people with physical incapacities increased by 54% (from 23,321 in 1996 to 36,023 in 2002). The result of this is that intellectual disabilities decreased from 22% to 17% of all IB recipients from 1996 to 2002, while both other mental disorders and physical incapacities grew slightly as a proportion of all IB recipients.

Figure 2.23 shows IB recipient numbers by mental disorder from 1996 to 2002.

Figure 2.23: IB recipients by mental disorder, 1996–2002
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The greatest proportionate increases in recipient numbers were for stress, which increased by almost 307% since 1996. Bipolar disorder (183%) and depression (165%) were the other categories showing over 100% growth, while recipients with schizophrenia also increased over this period (by 70%). It should be noted that these high percentage increases are a reflection of a low base of recipients in 1996, and growth is less dramatic in absolute terms. The reasons for the low numbers in 1996 are largely to do with the effect of the 1995 coding change. The implications of this are discussed in the inflows section below.

Substance abuse and the catch-all “other psychological” category showed only small absolute increases since 1996, while intellectual disabilities showed only modest proportionate increases. Despite the enormous relative growth in other categories, the domination of the “other psychological” and intellectual disabilities groups has meant that, overall, mental disorder growth was actually lower than physical incapacity growth, as discussed above.

Figure 2.24 shows physical incapacity IB recipient numbers from 1996 to 2002. The musculoskeletal category dominated growth in physical incapacities, increasing by 97% (from 4,703 in 1996 to 9,274 in 2003) and replaced nervous system disorders as the most populous physical incapacity category. Most other categories also increased considerably over the period, and endocrine, congenital and neoplasm incapacities all increased by more than 70%. The catch-all “other” category experienced relatively modest change (a 22% increase). Numbers of injury recipients also saw only modest change from 1996 to 2002 (a 15% increase).

Figure 2.24: IB recipients by physical incapacity, 1996–2002
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Inflows

Figure 2.25 presents numbers of entries with mental disorders. As expected from the recipient picture, the psychological incapacities that experienced the greatest proportionate increases in entries over this period were depression, stress and bipolar disorder.

Figure 2.25: IB entries by mental disorder, 1996 –2002
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Codes for depression, stress and bipolar disorder did not exist before the 1995 coding change. From 1996 onwards, although new entries were coded with depression, schizophrenia, stress and bipolar disorder, many existing recipients were not recoded to these categories. The result of this is that entries were not balanced by exits, and we saw disproportionately high growth in recipient numbers in these categories. Given the long duration profile of IB recipients, we would expect it to take some years for the effects of the coding change to settle down and for growth to reflect true changes in the number of IB recipients with these disabilities.

Since entries from 1996 to 2002 were coded under the new coding regime, entry growth by incapacity over this period should show us whether the exaggerated growth in recipient numbers implied by the change in coding was also reflective of true growth.

Entry growth for depression, stress and bipolar disorder was higher than for any other incapacity category (greater than 70%), and this would lead us to expect that these groups would also show the highest true recipient growth, with durations being equal. The scale of that true growth in comparison with coding-artefact growth is uncertain. Although schizophrenia entries only increased by 16%, which suggests that much of the growth in this category may have been artificial, this group also experiences relatively long durations, exacerbating any entry growth that does occur.
Complicating the picture, there also seems to have been a coding problem in 1998, with a spike in the number of people categorised with “other psychological” incapacities in this year. This coincided with decreases in entries in other categories, particularly bipolar disorder, depression, stress and substance abuse. From this evidence, it is likely that there was considerable misclassification of entries in 1998, but we are unsure why.

Physical incapacity entry numbers are shown in Figure 2.26. Of the physical incapacities, the biggest increases were in musculoskeletal disorders, as we would expect, given observed recipient growth.

Figure 2.26: IB entries by physical incapacity, 1996–2002
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As with the mental disorder groups discussed above, much of the musculoskeletal growth may be due to coding changes, as new sub-categories were created (“back pain/injury” and “overuse injury”) in 1995. We can use entry growth as an indicator of true recipient growth, however, as we did with mental disorders. Given the high rate of growth in entries (62% from 1996 to 2003), we may assume that musculoskeletal incapacities have been the primary driver of growth amongst the non-psychological incapacity groupings, although perhaps not to the extent shown in Figure 2.24.

Duration

Figure 2.27 presents duration profiles for mental disorders in the 1996/1997 entry cohort. Intellectual disabilities have the longest duration profiles (lower quartile duration of over five and a half years), and schizophrenia has the next longest (lower quartile of about three years). All other mental disorder categories have lower quartile durations of less than two and a half years, with substance abuse being the shortest.

Figure 2.28 shows, that apart from congenital incapacities (which have a very long duration pattern, with a lower quartile duration of almost three and a half years) and neoplasms (which have a very short pattern, with a lower quartile duration of only around three months), all physical incapacities have very similar durations (lower quartile of between one and a half and two and a half years). These durations are also very similar to the majority of mental disorders (the exceptions being the longer-term intellectual disabilities and schizophrenia).

Looking at duration profiles across the years 1996–2002, there was little evidence of any significant change in duration patterns for most incapacity categories. We would therefore expect increases in recipient numbers to be driven by increases in entries for the most part (Appendix 4). Those incapacities that did change to a reasonable degree were bipolar disorder, which has experienced shortened durations post-1996, substance abuse, which has shown lengthened durations in the same time period, and injuries, which have had particularly short durations in 2002.
Figure 2.27: Duration profiles by mental disorder, 1996/1997 IB entry cohorts

[image: image36.emf]0

25

50

75

100

0 1 2 3 4 5 6 7

Years from date of grant

Percent remaining

Substance

Abuse

Intellectual

Schizo-

phrenia


Figure 2.28: Duration profiles by physical incapacity, 1996/1997 IB entry cohorts
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Transfer status and benefit of origin

All sources of entry, including non-transfers and transfers from all benefit types, increased considerably in number from 1993 to 2002. Transfers from benefit sources other than SB – and excluding ACC – have shown high rates of growth, and made up a larger proportion of the 2002 entry cohort (19%) than the 1993 cohort (16%). Although small in number, transfers from DPB and WB have driven increases in IB numbers through both rapidly increasing numbers of transfers and lengthening spell durations in recent years. Given the long duration profile of IB, these increases will continue to influence IB in the coming years. Direct transfers from ACC have shown little change since 1998, although numbers of indirect transfers have increased somewhat. We cannot make any comparisons prior to 1998 due to the unavailability of data.

Inflows

Table 2.9 gives the total number of IB entries each year, along with the transfer status and benefit of origin of these entries. From 1998 onwards, we have been able to identify those entrants who have transferred from ACC weekly compensation. As mentioned previously, this means that we can only examine changes since the introduction of ACC work capacity testing. We consider transfers from ACC to have occurred where entrants were granted IB within two weeks of ACC weekly compensation cessation.

Table 2.9: IB entries by transfer status and benefit of origin, and entry cohort

	 
	Entry Cohort

	 
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002

	 
	
	
	
	
	
	
	
	
	
	

	Number in cohort
	5,140
	5,513
	6,858
	7,312
	8,001
	7,241
	8,189
	9,426
	9,965
	10,188

	
	
	
	
	
	
	
	
	
	
	 

	Non-transfers (%)
	34.3
	34.4
	33.9
	32.2
	33.0
	36.9
	33.8
	33.3
	34.2
	34.1

	
	
	
	
	
	
	
	
	
	
	 

	Transferred from:
	
	
	
	
	
	
	
	
	
	 

	SB
	49.9
	49.0
	50.1
	53.7
	51.6
	48.0
	47.5
	46.1
	44.4
	45.7

	UB-related
	4.4
	5.4
	5.4
	4.2
	4.3
	4.1
	4.7
	6.9
	6.4
	5.7

	DPB and WB
	7.8
	6.9
	6.4
	5.9
	7.4
	6.2
	7.5
	8.2
	8.8
	9.3

	Partner
	3.6
	4.3
	4.2
	3.9
	3.7
	4.2
	5.4
	4.8
	4.8
	4.3

	ACC (within 2 weeks)
	n/a
	n/a
	n/a
	n/a
	n/a
	0.6
	1.0
	0.7
	1.4
	0.8

	 
	
	
	
	
	
	
	
	
	
	 

	Transfers (%)
	65.7
	65.6
	66.1
	67.8
	67.0
	63.1
	66.2
	66.7
	65.8
	65.9

	 
	
	
	
	
	
	
	
	
	
	 

	All
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Although the number of annual IB entries almost doubled (from 5,140 in 1993 to 10,188 in 2002), the source of entrants has remained relatively consistent over time. Transfers have increased at roughly the same rate as non-transfers, and made up a little under two-thirds of all entries in both 1993 and 2002. Excluding transfers from ACC, benefit transfers decreased slightly as a proportion of all entries.

Transfers to IB from other benefits fell considerably in 1998, probably due to the introduction of the “permanent and severe” criteria for entry in that year. In 1999, transfers rebounded by more than they had dropped the previous year, and growth has been consistent with non-transfer growth from 2000 onwards.

Over the entire period, the largest source of entries was transfers from SB, ranging between 44% and 50% of all IB entries in a particular year. By comparison, new entrants, with no immediate prior benefit or ACC receipt, contributed 32–37% of all entries. Transfers from any other benefit, or from being on benefit as a partner, made up a considerably smaller proportion of entries (14–20%).

Despite still being small in number, transfers from DPB and WB have had growing levels of entry (both in actual terms and as a proportion of all entries) since 1998. Also since 1998, approximately 1% of all IB entries had ACC receipt in the two weeks prior to entry. We can see that transfers from ACC within two weeks make up a very small proportion of total IB entries. However, many former ACC recipients only enter IB after a longer period of time, either with or without other benefit receipt in the interim. How many IB entrants received ACC weekly compensation in the year prior to entering IB? Table 2.10 identifies these people in addition to the direct transfers presented in Table 2.9.

Table 2.10: IB entries by ACC transfer status and entry cohort

	 
	Entry Cohort

	 
	1998
	1999
	2000
	2001
	2002

	% ACC transfer (within 2 weeks)
	0.6
	1.0
	0.7
	1.4
	0.8

	 
	
	
	
	
	 

	Transfers from Benefit
	
	
	
	
	 

	 
% ACC transfer (within 52 weeks)
	1.2
	1.8
	1.6
	1.2
	2.1

	 
% No ACC receipt
	61.2
	63.4
	64.4
	63.2
	63.0

	 
	
	
	
	
	 

	Non-Transfers from Benefit
	
	
	
	
	 

	
% ACC transfer (within 52 weeks)
	0.7
	0.7
	0.5
	0.9
	1.0

	
% No ACC receipt
	36.3
	33.2
	32.7
	33.4
	33.1

	 
	
	
	
	
	 

	All
	100.0
	100.0
	100.0
	100.0
	100.0


As we saw in Table 2.9, from 1998 to 2002, ACC transfers within two weeks accounted for 0.6–1.4% of all IB entries. We can see from Table 2.10 that transfers over the longer 52-week period have accounted for 1.9–3.1% of entries and that the majority of these arrive on IB by transferring from another benefit. In 2002, a total of 3.9% of all IB entrants had received ACC weekly compensation at some stage in the previous year.

Duration

Duration profiles for non-transfers and transfers by benefit of origin are presented in Figure 2.29. This shows similar duration patterns for all groups. New entries and transfers from DPB and WB show the shortest average spell length, with median duration of just under six years. Transfers from SB and UB have slightly longer durations (median of almost seven years). Note that transfers from UB and DPB/WB had small numbers of IB entries in 1993 and 1994, and so we would expect the duration profiles for these groups to be more unstable than transfers from SB and non-transfers. All transfer groups have a higher likelihood than non-transfers of remaining at durations of up to six years. The convergence at around that point in time, and possibly crossover thereafter, could be explained by the long duration of congenital and intellectual disability groups, who tend to enter as non-transfers and make up a greater proportion of those remaining in the non-transfer group with increasing time from grant. 
Figure 2.29: Duration profiles by transfer status 
and benefit of origin, 1993/1994 IB entry cohorts
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Durations across time for entry cohorts from 1993 to 2002 were also calculated. Most entry groups showed shortening duration patterns from 1993 to 1996. This reduction in durations appears to have been sustained over more recent years for both non-transfers and transfers from UB, while transfers from SB appear to have rebounded to duration patterns similar to 1993. Cohorts of transfers from DPB and WB, on the other hand, show evidence of increased durations in the 1997 and 1999 entry cohorts, and a further jump for the 2000, 2001 and 2002 entry cohorts. The result of this is that DPB and WB entry cohorts in recent years show a longer duration profile than cohorts of either SB or UB transfers, in contrast to earlier years. This is a marked turnaround from the early 1990s and may reflect a shift in the composition of those transferring from DPB and WB, with the large increase in such transfers that occurred in the late 1990s.

Note that transfers from ACC are too small in number to provide a reliable picture of duration for comparison and are therefore not presented. In general, transfers from ACC have similar duration profiles to transfers from benefit.

Benefit of origin by incapacity

How does the breakdown of incapacity differ by benefit for people who have transferred from other benefits and from ACC? Table 2.11 breaks down transfers over the 2000–2002 period by benefit of origin and incapacity.

Table 2.11: IB entries by benefit of origin and incapacity, 2000–2002 entry cohort
	
	Percentage of transfers from:
	

	Incapacity
	SB
	UB
	DPB/WB
	Partner
	ACC
	All Transfers
	Non-Transfers

	
	
	
	
	
	
	
	

	Bipolar Disorder 
	3.9
	3.3
	3.8
	3.6
	0.7
	3.7
	2.9

	Depression 
	7.0
	4.2
	7.6
	4.6
	3.1
	6.6
	3.2

	Intellectual Disability
	1.4
	7.1
	0.7
	2.3
	0.7
	1.9
	8.9

	Schizophrenia 
	5.0
	5.7
	3.8
	4.6
	1.0
	4.8
	6.2

	Stress 
	7.9
	6.9
	2.5
	4.2
	1.4
	6.7
	5.4

	Substance Abuse 
	3.6
	3.1
	4.3
	2.9
	1.7
	3.6
	1.9

	Other Psychological 
	2.7
	1.9
	1.2
	1.5
	0.7
	2.3
	1.1

	
	
	
	
	
	
	
	

	Circulatory 
	11.4
	10.4
	10.1
	10.9
	6.2
	11.0
	7.0

	Congenital 
	1.3
	3.5
	2.1
	2.0
	1.7
	1.7
	7.6

	Endocrine 
	4.2
	3.6
	5.0
	3.4
	1.7
	4.1
	2.7

	Injury 
	4.3
	5.1
	4.0
	3.9
	9.3
	4.4
	4.6

	Musculoskeletal 
	20.7
	13.2
	21.4
	18.9
	52.6
	20.4
	12.9

	Neoplasms 
	6.7
	10.5
	10.9
	8.4
	6.6
	7.8
	12.6

	Nervous system 
	7.2
	9.5
	8.5
	7.5
	6.6
	7.6
	13.9

	Respiratory 
	5.7
	5.4
	6.5
	6.6
	2.4
	5.8
	4.5

	Other 
	5.1
	5.9
	7.4
	4.3
	3.5
	5.4
	3.4

	Unspecified
	2.1
	0.8
	0.2
	10.4
	0.0
	2.3
	1.0

	
	
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Overall, transfers over these years had proportions of intellectual disability and congenital incapacity that were approximately a quarter of those for non-transfers. Transfers from SB had an incapacity breakdown very similar to that for all transfers, as is to be expected given their dominance in transfer numbers.

Those people who transferred from UB had a probability of intellectual disability almost four times that of all transfers (7.1% as opposed to 1.9%), and a probability of congenital incapacity more than double that of all transfers (3.5% compared with 1.7%). This could explain the longer duration profile of those who enter IB as a result of a transfer from UB shown in Figure 2.29.

Direct transfers from ACC had a very low probability of having any mental disorder (less than 10%, while almost 30% of all transfers and of new entrants had such an incapacity). These entrants had a high probability of having an injury or musculoskeletal incapacity. The latter category made up over half of ACC transfers.

Transfers from being on benefit as a partner had a relatively high probability (10.4%) of having an unspecified incapacity, while transfers from UB, DPB/WB and ACC all had less than 1% probability.

2.4 Pathways off Invalids Benefit
This section examines the destinations of cohorts of entrants to IB at the completion of their IB spells. These destinations may or may not be representative of their current status. Some of those who exit for employment, for example, may have since returned to IB or may be deceased.

Reasons why people leave IB
The cohort that entered IB in 1993 can be followed for the greatest length of time. Of these people, 40% remained continuously on IB nine years later and 60% had completed the spell they started in 1993. The pathways off IB for those who had completed their spells are shown in Figure 2.30.
 
Figure 2.30: Pathways off IB for those ceasing 
within a nine-year follow-up, 1993 entry cohort
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Death accounts for 27% of all exits,
 and 19% fell into the “other” group, which is made up mainly of those for whom the reason for cancellation code entered gives no indication of destination. Numbers of cessations for reasons other than employment, partnering and death are relatively certain.
 For this reason, it is likely that the “other” group largely comprises those who have, in fact, become employed, partnered or died. Assuming that they are distributed in proportion to those known to exit for these destinations, this would boost the proportion of those exiting for employment from 11% to 17%, the proportion leaving as a result of partnering from 2% to 4%, and the proportion exiting due to death from 27% to 40%. Because we cannot be sure that this is the true distribution of the “other” group, we do not adjust the remaining figures presented in this section.

Pathways varied with the length of time spent on IB before ceasing. Those leaving within a year were much more likely to have died than those leaving after longer stays (Figure 2.31). 
Figure 2.31: Pathways off IB for those ceasing by year 
from grant in which ceased, 1993 entry cohort
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The proportion known to exit for employment increased and then fell with increasing length of stay. The proportion moving to NZS increased slowly to become the most important exit route for those leaving in the ninth year from their date of grant.
Differences over time

Table 2.12 shows the percentage of people entering IB in different years who remained on IB three years from their date of grant and the percentage who had ceased for different reasons.

Table 2.12: Percentage remaining and percentage ceased for different reasons three years from date of grant, by entry cohort, IB

	 
	Entry Cohort

	 
	1993
	1994
	1995
	1996
	1997
	1998
	1999

	 
	
	
	
	
	
	
	

	Number in cohort
	5,140
	5,513
	6,858
	7,312
	8,031
	7,241
	8,189

	 
	
	
	
	
	
	
	

	Remain on IB
	66.4
	67.0
	64.9
	62.2
	61.8
	62.2
	62.3

	Deceased 
	10.7
	11.7
	11.2
	11.6
	11.4
	12.1
	12.4

	Employed 
	4.4
	5.2
	5.1
	4.2
	4.8
	5.6
	5.9

	Overseas 
	3.0
	3.1
	3.2
	2.8
	2.8
	2.9
	3.2

	Prison 
	2.3
	2.4
	1.9
	2.1
	1.7
	2.3
	2.3

	Partnered
	1.2
	1.1
	1.2
	1.1
	1.3
	1.0
	1.1

	SB 
	0.8
	1.0
	1.7
	2.3
	3.2
	2.1
	0.9

	Other benefit 
	2.6
	2.3
	2.6
	2.9
	3.4
	2.3
	1.9

	NZS 
	2.8
	1.0
	0.8
	0.8
	0.5
	0.5
	1.3

	Other 
	6.0
	5.1
	7.4
	10.0
	9.1
	8.9
	8.7

	 
	
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Consistent with the fall and rise in overall duration, the proportion of entrants who remained continuously on IB three years from their grant fell from 66.4% for the 1993 entry cohort to 61.8% for the 1997 cohort before rising slightly to 62.3% for the 1999 cohort. 
The percentage of entrants who had ceased on account of their death rose slightly over time (from 10.7% for the 1993 cohort to 12.4% for the 1999 cohort). This rise may largely reflect the ageing of the entry cohorts as a result of both the ageing of the general population and the rise in the age of eligibility for NZS. 
The percentage of entrants who had left IB for employment rose, fell and rose over the period, ending higher for the 1999 cohort than the 1993 cohort (an increase of 1.3%). The pattern of change mirrors the fall, rise and fall in unemployment rates over the period, and suggests that exits may be sensitive to the economic cycle. Formally testing for this association could be an area for further work (discussed in Section 4).

The percentage that ceased as a result of a transfer to SB increased fourfold between the 1993 and 1997 cohorts, and then dropped back to close to 1993 levels for the 1999 cohort. This reflects the marked rise and fall in overall propensities to transfer from IB to SB (see Section 3.2). The rise is likely to be largely attributable to the introduction of designated doctor reviews. The fall may reflect a compositional shift resulting from the change in eligibility criteria in October 1998, which required that applicants for IB have a “permanent and severe” incapacity, or the discontinuation of designated doctor reviews before two years from grant that accompanied the change. It might also reflect the reluctance of designated doctors to withdraw medical entitlement from IB recipients after SB payment rates were lowered in July 1998.

It is notable that the percentage of entrants who had left IB three years from grant but whose destination was in the “other” category also increased for cohorts affected by the introduction of designated doctor reviews. Many in this category are likely to be recorded as “non-return of declaration/renewal” or “non-renewal”. One of the effects of the requirement to attend a designated doctor review may have been an increase in such exits. Whether people making these exits returned to IB or other benefits soon after could be investigated further.
Differences by subgroup
Gender and ethnicity

Section 2.3 discussed the way in which the length of stay on IB varies between men and women, and between different ethnic groups. Comparing pathways off benefit across these subgroups lets us understand a little better what causes these differences in length of stay.
 
Māori and Pacific peoples tend to have slightly shorter stays on IB than members of the New Zealand and Other European grouping. Table 2.13 shows that much of this difference is the result of higher mortality rates. (This difference is offset partly by lower rates of exit for employment.) Around 18% of Māori and Pacific males who entered IB in 1996 or 1997 had died within five years of their grant (this compares with 12.7% of New Zealand and Other European males)
. Differences in mortality were even more pronounced for women, with Māori and Pacific women being one and a half times more likely than New Zealand and Other European women to have died.

The shorter than average stays of Pacific peoples, particularly Pacific women, also partly reflects a higher likelihood of ceasing IB because of travel overseas. Higher than average rates of imprisonment partly explain the comparatively short IB stays of Māori males. 
The comparatively long stays on IB of members of the Other ethnic grouping who entered in 1996/1997 reflect lower than average mortality rates and lower than average rates of cessation for employment, partly offset by higher than average rates of cessation as a result of travel overseas. Note that this pattern of long stays does not appear to be a feature for more recent entry cohorts in this ethnic grouping (see Appendix 4).

Table 2.13: Percentage remaining and percentage ceased for different reasons five years from date of grant, by gender and ethnicity, 1996 and 1997 IB entries

	 
	New Zealand + Other Eur
	New Zealand Māori 
	Other 
	Pacific 
peoples
	Unknown 
	Total

	 
	
	
	
	
	
	

	Male
	
	
	
	
	
	

	Number in cohort
	5,638
	1,987
	342
	366
	248
	8,581

	 
	
	
	
	
	
	

	Percentage remaining on IB
	49.6
	46.1
	61.5
	45.1
	7.7
	47.8

	Percentage ceased by reason:
	
	
	
	
	
	

	   Deceased 
	12.7
	17.9
	8.8
	17.5
	66.1
	15.5

	   Employed 
	7.6
	5.3
	1.8
	3.6
	8.9
	6.7

	   Overseas 
	3.1
	1.8
	6.1
	5.2
	5.2
	3.1

	   Prison 
	2.7
	6.9
	1.8
	2.2
	1.6
	3.6

	   Partnered
	0.3
	0.2
	0.3
	0.0
	0.0
	0.3

	   SB 
	4.1
	4.0
	4.1
	5.7
	1.2
	4.0

	   Other benefit 
	5.5
	4.5
	1.5
	6.3
	0.4
	5.0

	   NZS 
	3.0
	1.9
	3.2
	4.4
	0.8
	2.8

	   Other 
	11.3
	11.7
	11.1
	10.1
	8.1
	11.3

	 
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0

	 
	
	
	
	
	
	

	Female
	
	
	
	
	
	

	Number in cohort
	4,082
	1,355
	347
	282
	211
	6,277

	 
	
	
	
	
	
	

	Percentage remaining on IB
	54.8
	57.2
	71.7
	52.5
	7.2
	54.6

	Percentage ceased by reason:
	
	
	
	
	
	

	   Deceased 
	9.7
	15.4
	5.2
	16.3
	69.7
	13.0

	   Employed 
	5.7
	2.6
	1.7
	1.8
	5.7
	4.7

	   Overseas 
	4.0
	1.3
	5.2
	9.6
	6.6
	3.8

	   Prison 
	0.3
	0.5
	0.3
	0.0
	0.0
	0.3

	   Partnered
	2.7
	0.7
	0.9
	0.4
	2.8
	2.1

	   SB 
	3.9
	4.3
	1.7
	2.5
	0.0
	3.7

	   Other benefit 
	5.8
	6.6
	2.3
	6.4
	0.9
	5.6

	   NZS 
	1.9
	0.8
	2.0
	2.8
	0.0
	1.6

	   Other 
	11.1
	10.5
	8.9
	7.8
	7.1
	10.5

	 
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Age

The “Total” column in Table 2.13 indicates why female entrants to IB have, on average, longer stays than males. Much of the difference is because females have a lower likelihood of cessation for reasons of death or employment than males. 
Table 2.14 shows that these disparities are not solely a function of differences in age distribution between male and female entrants to IB. 

Table 2.14: Percentage remaining and percentage ceased for different reasons nine years from date of grant, by gender and age, 1993 IB entries

	 
	Age at Entry

	 
	15–29
	30–49
	50–59
	60+ 
	Total

	 
	
	
	
	
	

	Male
	
	
	
	
	

	Number in cohort
	866
	1116
	926
	128
	3036

	 
	
	
	
	
	

	Percentage remaining on IB
	48.5
	45.6
	20.7
	0.0
	36.8

	Percentage ceased by reason:
	
	
	
	
	

	   Deceased 
	7.6
	16.0
	29.8
	20.3
	18.0

	   Employed 
	10.4
	8.3
	4.6
	0.0
	7.4

	   Overseas 
	6.0
	3.3
	4.4
	4.7
	4.5

	   Prison 
	9.2
	7.2
	1.6
	0.0
	5.8

	   Partnered
	0.9
	0.5
	0.2
	0.0
	0.5

	   SB 
	2.3
	4.1
	1.0
	0.8
	2.5

	   Other benefit 
	2.9
	2.6
	10.8
	7.0
	5.4

	   NZS 
	0.0
	0.0
	17.1
	61.7
	7.8

	   Other 
	12.0
	12.3
	9.7
	5.5
	11.1

	 
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0

	Female
	
	
	
	
	

	Number in cohort
	526
	868
	645
	64
	2104

	 
	
	
	
	
	

	Percentage remaining on IB
	51.0
	51.0
	34.0
	3.1
	44.2

	Percentage ceased by reason:
	
	
	
	
	

	   Deceased 
	6.8
	13.2
	20.8
	10.9
	13.9

	   Employed 
	8.2
	7.5
	1.9
	0.0
	5.7

	   Overseas 
	6.3
	3.8
	5.1
	6.3
	4.9

	   Prison 
	1.0
	0.7
	0.0
	0.0
	0.5

	   Partnered
	4.4
	3.2
	1.1
	0.0
	2.8

	   SB 
	3.0
	3.7
	0.8
	0.0
	2.5

	   Other benefit 
	5.1
	4.4
	10.7
	10.9
	6.7

	   NZS 
	0.0
	0.0
	14.9
	62.5
	6.5

	   Other 
	14.3
	12.4
	10.9
	6.3
	12.3

	 
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0


At all ages, females who came on to IB in 1993 were less likely than their male counterparts to leave that benefit as a result of either death or employment. Of both genders, the proportion of entrants ceasing as a result of death increased with age but then fell for those aged 60 and over at entry. This reflects the high proportion of 1993 entrants in this age group who quickly moved off IB and on to NZS.

The proportion of entrants known to have ceased for employment fell with increasing age at entry. The proportion of males ceasing as a result of imprisonment also fell with age, from a high of 9.2% of those aged 15–29 at entry to 1.6% of those aged 50–59 and 0% of those aged 60+.

Incapacity

Tables 2.15 and 2.16 show the percentage of 1996/1997 entrants who remained on IB at five years and the percentages that had ceased for different reasons, broken down by the highest ranked incapacity code recorded at entry. 
Comparing across the mental disorders grouping:

· mortality rates were highest for the substance abuse and bipolar disorder groupings and lowest for those with intellectual disabilities

· the percentage exiting for employment was highest for the bipolar and depression subgroups and lowest for the intellectual disability and schizophrenia subgroups
· the percentage exiting due to imprisonment was higher than the overall mental disorder average (shown in Table 2.15) for schizophrenia and other psychological subgroups, and was particularly high for the substance abuse grouping

· the percentage exiting due to a transfer to SB was higher than the overall average for all mental disorders subgroups with the exception of the intellectual disabilities, bipolar disorder and schizophrenia groupings. 
Comparing across the physical incapacity groupings: 

· the short durations of those who come on to IB with neoplasms (cancer) reflect their high mortality rates

· mortality rates are also higher than the overall average for those who enter IB with circulatory, endocrine and respiratory incapacities, as well as for the residual “other” grouping and the small “unspecified” group

· the percentage exiting for employment was higher than the overall average for the congenital, injury, nervous and “other” groupings

· the percentage exiting due to travel overseas was highest for those with endocrine-related incapacities, which reflects the higher than average prevalence of these conditions among Pacific peoples
· the percentage exiting due to imprisonment was higher than the overall average for the injury, musculoskeletal, other and unspecified groups, which were groups that also had higher than average percentages exiting due to a transfer to SB.

Table 2.15: Percentage remaining and percentage ceased for different reasons five years 
from date of grant, by incapacity at entry, 1996 and 1997 IB entries – mental disorders

	 
	Bipolar 
Disorder
	Depression 
	Intellectual
Disability 
	Other 
Psychological 
	Schizophrenia 
	Stress 
	Substance
Abuse 
	All Mental 
Disorders

	Number in cohort
	391
	620
	772
	796
	991
	382
	229
	4,181

	 
	
	
	
	
	
	
	
	

	Percentage remaining on IB
	59.7
	54.9
	76.5
	60.6
	67.4
	57.9
	43.6
	63.0

	Percentage ceased by reason:
	
	
	
	
	
	
	
	

	   Deceased 
	5.6
	2.7
	2.2
	2.6
	3.3
	3.1
	9.6
	3.4

	   Employed 
	7.7
	8.5
	3.8
	5.8
	3.7
	4.7
	4.8
	5.4

	   Overseas 
	2.3
	2.1
	4.1
	2.6
	2.8
	2.9
	2.6
	2.9

	   Prison 
	2.3
	2.3
	2.7
	5.2
	4.2
	1.6
	11.4
	3.8

	   Partnered
	2.0
	1.9
	0.5
	1.6
	0.5
	0.8
	0.4
	1.1

	   SB 
	3.8
	7.6
	1.7
	4.5
	1.5
	5.5
	9.6
	4.0

	   Other benefit 
	3.8
	5.5
	1.9
	4.3
	4.1
	8.4
	5.2
	4.4

	   NZS 
	0.5
	1.1
	0.6
	1.0
	0.4
	0.3
	0.4
	0.7

	   Other 
	12.3
	13.2
	6.0
	11.8
	11.9
	14.9
	12.2
	11.3

	 
	
	
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Table 2.16: Percentage remaining and percentage ceased for different reasons five years from date of grant, 
by incapacity at entry, 1996 and 1997 IB entries – physical incapacities and all entries

	 
	Circulatory 
	Congenital 
	Endocrine 
	Injury 
	Musculo-
skeletal 
	Neoplasms 
	Nervous 
	Other 
	Respiratory 
	Unspecified 
	Total

	Number in cohort
	1,520
	562
	505
	651
	2,572
	1,473
	1,703
	709
	741
	241
	14,858

	 
	
	
	
	
	
	
	
	
	
	
	

	Percentage remaining on IB
	46.3
	69.2
	45.8
	47.5
	54.2
	14.1
	57.8
	44
	45.6
	17
	50.8

	Percentage ceased by reason:
	
	
	
	
	
	
	
	
	
	
	

	   Deceased 
	18.0
	3.6
	19.2
	3.5
	4.2
	65.7
	7.7
	19.7
	21.1
	36.5
	14.5

	   Employed 
	4.7
	8.7
	4.8
	8.8
	5.6
	5.0
	7.9
	8.0
	3.5
	1.7
	5.8

	   Overseas 
	3.2
	4.4
	5.3
	3.2
	3.8
	2.2
	4.5
	3.0
	4.0
	3.3
	3.4

	   Prison 
	0.7
	0.9
	0.2
	4.8
	2.3
	0.3
	1.4
	2.4
	0.8
	3.3
	2.2

	   Partnered
	0.4
	1.1
	1.4
	0.8
	1.3
	0.3
	0.9
	0.8
	1.2
	5.8
	1.0

	   SB 
	2.5
	2.0
	3.6
	7.4
	5.9
	1.4
	3.1
	4.4
	4.3
	2.1
	3.9

	   Other benefit 
	7.4
	2.0
	5.5
	7.2
	6.3
	3.1
	3.5
	5.2
	6.6
	19.5
	5.3

	   NZS 
	6.2
	0.7
	1.8
	0.8
	3.7
	1.4
	2.3
	2.4
	3.6
	0.8
	2.3

	   Other 
	10.8
	7.7
	12.5
	16.1
	12.9
	6.6
	11.2
	9.9
	9.2
	10.0
	11.0

	 
	
	
	
	
	
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


3 Findings for Sickness Benefit
3.1 Duration
As with IB, growth in the number of people receiving SB could be a result of:

· growth in numbers coming on to these benefits each year (growth in inflows)

· lengthening of stays on these benefits (increased duration)

· a combination of both these factors.

This section examines the role of changes in duration. 
Figure 3.1 shows the proportion of 1993 entrants who remained continuously on SB with increasing time from their grant. Durations were much shorter than those for IB entrants: median duration was 19 weeks, compared with six years for those entering IB in 1993. Three-quarters of the 1993 entrants to SB had completed their spell on that benefit within a year of their grant. 
Figure 3.1: Percentage of entrants remaining on SB at given durations, 1993 entry cohort
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Figure 3.2 overlays the same plot for those who entered in later years. Duration changed little until the arrival of the 2001 and 2002 cohorts, who had slightly longer stays than preceding cohorts. Note that the shape of the survival curve for the 2002 cohort should be treated with some caution. Because 2002 entrants can only be followed up to the end of that year, the increase in duration shown may partly reflect seasonal effects. Those who enter in early January (the only group that can be followed for the full year) might have longer-lasting incapacities than those entering in the winter months, and this might explain part of the higher percentage remaining at one year.
Interestingly, there is no marked lengthening of durations immediately following the 1998 removal of designated doctor reviews of medical entitlement at 13 and 52 weeks. In addition, some of the 1997 entrants had rates of payment “grandparented” when SB rates were lowered to UB rates for new entrants from July 1998, but they did not stay markedly longer than earlier or later cohorts. 

Was the explanation for the relatively static spell durations an increase in broken spells? Table 3.1 shows that the answer is no. Duration on SB actually decreased if we smooth over temporary breaks in SB receipt of up to a year. Members of later cohorts made sustained exits from SB sooner than members of earlier cohorts. This may reflect their higher likelihood of transferring to IB (detailed in Section 2.2) or the improved employment conditions that prevailed for later entry cohorts (both of which would lower chances of repeat spells on SB).

Figure 3.2: Percentage of entrants remaining on SB 
at given durations, 1993–2002 entry cohorts
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Table 3.1: Percentage remaining on SB at 1.5, 2.5 and 4.0 years from date of grant by entry cohort, comparing (a) time to first exit and (b) time to first exit sustained for at least a year

	 
	Entry Cohort
	Percentage 
point fall

	 
	1993
	1994
	1995
	1996
	1997
	1998
	1993–1998

	% remaining at 1.5 years
	
	
	
	
	
	
	

	   Time to first exit
	40.3
	38.4
	36.5
	38.3
	38.0
	37.6
	–2.7

	   Time to first sustained exit
	57.5
	56.4
	56.1
	55.0
	52.3
	50.4
	–7.1

	% remaining at 2.5 years
	
	
	
	
	
	
	

	   Time to first exit
	17.1
	15.2
	15.3
	17.0
	16.1
	15.9
	–1.2

	   Time to first sustained exit
	34.4
	33.6
	33.4
	32.0
	29.0
	27.5
	–6.9

	% remaining at 4.0 years
	
	
	
	
	
	
	

	   Time to first exit
	9.5
	8.5
	9.7
	10.4
	9.6
	9.1
	–0.4

	   Time to first sustained exit
	24.0
	23.2
	23.5
	22.2
	19.5
	18.1
	–5.9


So while duration was static for much of the study period, the cohorts that entered SB in 2001 and 2002 had slightly longer stays than their predecessors. This caused some of the recent growth in numbers on SB. But over the study period as a whole, changes in duration for new entrants cannot account for more than a small part of the growth in numbers receiving SB, and given the relatively short duration profile for SB entrants, it is unlikely that lengthening durations for pre-1993 entrants made any significant contribution.

3.2 Inflows

Like IB, growth in inflows since 1993 has driven most of the recent growth in SB numbers, but the pattern over the course of the decade was less regular and the scale of the increase less marked. Figure 3.3 shows that the number of entries to SB each year rose between 1993 and 1996 and reached a plateau in 1997 before falling abruptly with the alignment of SB and UB rates in July 1998. Growth resumed in 2000, and by 2002, the number of entries to SB was 26.1% higher than in 1993 (43,000 compared with 34,100), but was still below the 1996 peak. 
Figure 3.3: Numbers of entries to SB each year, 1993–2002
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Due to the short duration profile of SB entrants, the lagged effect of any pre-1993 growth in inflows is likely to be modest. In contrast to IB, most of the growth in the decade since 1993 is likely to be explained by changes that occurred in that period. 

Contributors to growth in inflows post-1993

Growth in inflows post-1993 could be the result of changes in the size and structure of the eligible population or changes in the proportion of that population coming on to SB each year (changes in “inflow rates”).

Table 3.2 sets out growth in the number of entrants (or inflows) alongside population growth. The working-age population grew by 10.7% between 1993 and 2002, and this explains some of the growth in inflows.
 
In contrast to IB, the ageing of the population actually dampened growth in inflows to SB. SB inflow rates are highest at younger ages (Figure 3.4). The effect of population ageing was to shrink these age groups as a proportion of the total working-age population. If all else had remained unchanged, this would have caused numbers coming on to SB to fall. 
Like IB, inflow rates were higher in 2002 than in 1993, but the pattern of annual growth was less regular (Table 3.2). Growth in inflow rates was most dramatic and consistent at ages 60–64 (Figure 3.4). This largely reflects the rise in the age of eligibility for NZS.
 At other ages, the rise, fall and rise of inflows that occurred over the period is reflected in age-specific inflow rates. Inflow rates were higher at the end of the period than at the beginning for all age groups, except those aged 15–19. The fall in inflow rates for this age group reflects the rise in the age of eligibility for SB from 16 to 18
 from January 1998.
Table 3.2: Number of entries, population size and inflow rates for SB, 1993–2002
	Year
	Number of 
entries (1)
	Annual 
growth 
%
	Population 
aged 15–64
	Annual 
growth 
%
	Inflow rates for population 
aged 15–64 
% (2)
	Annual 
growth 
%

	 
	
	
	
	
	
	

	1993
	34,100
	
	2,339,760
	
	1.46
	

	1994
	37,965
	11.3
	2,368,870
	1.2
	1.60
	10.0

	1995
	40,865
	7.6
	2,402,490
	1.4
	1.70
	6.1

	1996
	45,092
	10.3
	2,443,130
	1.7
	1.85
	8.5

	1997
	43,829
	–2.8
	2,476,300
	1.4
	1.77
	–4.1

	1998
	37,074
	–15.4
	2,497,260
	0.8
	1.48
	–16.1

	1999
	35,051
	–5.5
	2,510,540
	0.5
	1.40
	–6.0

	2000
	37,550
	7.1
	2,526,200
	0.6
	1.49
	6.5

	2001
	40,255
	7.2
	2,542,710
	0.7
	1.58
	6.5

	2002
	43,000
	6.8
	2,590,820
	1.9
	1.66
	4.8

	 
	
	
	
	
	
	

	% change 1993–2002
	 
	26.1
	 
	10.7
	 
	13.9


Notes: 

(1) “Number of entries” refers to numbers of spells commenced in a calendar year. Because of the assumptions regarding spell definition noted in Appendix 2, and because of differences in time period covered, they do not equal the number of grants in fiscal years shown in Annual Statistical Reports. 
(2) A small number of entrants aged 65 or over are included in the numerator. Excluding this group does not materially alter the estimates of inflow rates for the population aged 15–64. 
Source for population estimates: Statistics New Zealand, resident population estimates as at 30 June 1993–2002.

Figure 3.4: SB inflow rates by age group, 1993–2002 entry cohorts
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Table 3.3 estimates the independent contributions of population growth, population ageing, increased inflow rates at ages 60–64, and increased inflow rates at other ages to the growth in SB inflows between 1993 and 2002. The independent effects of these factors explain 94% of the actual change in inflows, with the net effect of interactions between them explaining the remainder. 
Table 3.3: Factors contributing to growth in inflows to SB, 1993–2002
	Factors contributing to growth in numbers of entries 
	Estimated growth in numbers of entries 1993 vs 2002 resulting from factor in isolation
	Estimated % growth in numbers of entries from 1993 resulting from factor in isolation
	% share of growth in numbers of entries from 1993 resulting from factor in isolation

	
	
	
	

	
	
	
	

	
	
	
	

	 
	
	
	

	Growth in the population aged 15–64
	3,659
	11
	41

	Ageing of the population aged 15–64
	–1,222
	–4
	–14

	Increased inflow rates at ages 60–64
	833
	2
	9

	Increased inflow rates at ages 15–59
	5,071
	15
	57

	 
	
	
	

	Interactions between factors
	561
	2
	6

	 
	
	
	

	Actual growth in numbers of entries
	8,902
	26
	100


Numbers of entries increased by 26% between 1993 and 2002. Population growth on its own would have caused numbers to grow by 11%. Population ageing on its own would have caused a 4% fall in numbers. Increased inflow rates among those aged 60–64 would have caused 2% growth in numbers. Increased inflow rates at other ages, in isolation, would have caused numbers coming on to SB to grow by 15% and account for 57% of the 26% growth observed.

Table 3.4 repeats the exercise for the recent period of growth. Between 1999 and 2002, the number of entries increased by 23%. The majority of that growth (83%) reflects growth in inflow rates at ages 15–59.

Table 3.4: Factors contributing to growth in inflows to SB, 1999–2002
	Factors contributing to growth in numbers of entries
	Estimated growth in numbers of entries 1999 vs 2002 resulting from factor in isolation
	Estimated % growth in numbers of entries from 1999 resulting from factor in isolation
	% share of growth in numbers of entries from 1999 resulting from factor in isolation

	Growth in the population aged 15–64
	1,309
	4
	16

	Ageing of the population aged 15–64
	–508
	–1
	–6

	Increased inflow rates at ages 60–64
	447
	1
	6

	Increased inflow rates at ages 15–59
	6,724
	19
	83

	 
	
	
	

	Interactions between factors
	92
	0
	1

	 
	
	
	

	Actual growth in numbers of entries
	8,064
	23
	100


Did the increase in inflow rates at ages 15–59 reflect growth in the proportion of existing SB recipients having breaks in their receipt, but returning to SB? Table 3.5 shows that this was not the case. Consistent with Table 3.1, the percentage of entries that were returns by people who had left SB within the last year fell between 1994 and 2002. 
Table 3.5: Entrants returning to SB after prior receipt 
as a percentage of all entries aged 15–59
	Year
	Percentage returning having left SB in the 52 weeks prior
	Percentage with no receipt of SB within the 52 weeks prior
	All entries aged 15–59

	 
	
	
	

	1994
	20
	80
	100

	1995
	23
	77
	100

	1996
	24
	76
	100

	1997
	18
	82
	100

	1998
	19
	81
	100

	1999
	18
	82
	100

	2000
	17
	83
	100

	2001
	17
	83
	100

	2002
	17
	83
	100


Increased transfers versus increased new inflows

Increased inflow rates among those aged 15–59 accounts for 57% of the growth in inflows between 1993 and 2002, and 83% of the growth in inflows between 1999 and 2002. Was the increase caused by growth in transfers from other benefits or growth in numbers entering from outside the benefit system?

The proportion of the population entering SB by way of a transfer rose, fell and rose between the beginning and end of the study period, ending slightly lower in 2002 than in 1993 (Figure 3.5). 
Prior to 1998, some of the growth in inflow rates due to entries from outside the benefit system may have reflected the effect of the 1991 cuts to benefit rates. While these generally reduced the difference between UB and SB rates, the lowered absolute value of UB may have increased the financial incentive for unemployed people who were sick to apply for SB rather than UB. This incentive was removed with the alignment of SB and UB rates in October 1998. 
Figure 3.5: SB inflow rates for population aged 15–59 by type of entry
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If we examine the recent period of growth in inflow rates, 28% is explained by the increase in direct transfers from other benefits and 72% is accounted for by a growth in entries from outside the benefit system (Table 3.6). Note that these estimates are age standardised to control for the contribution of changes in age structure.
 
Table 3.6: Share of growth in SB inflow rates 1999–2002 by age group, by type of entry

	 
	Age-standardised share of growth in inflow rates

	Age group
	Transfer
	Non-transfer
	All

	 
	
	
	

	15–19
	–14
	114
	100

	20–29
	14
	86
	100

	30–39
	31
	69
	100

	40–49
	42
	58
	100

	50–59
	54
	46
	100

	60–64
	29
	71
	100

	65+ 
	62
	38
	100

	 
	
	
	

	Total
	28
	72
	100

	15–59
	28
	72
	100


The share of growth accounted for by transfers increases with age before dropping for the 60–64 age group. Half the growth in inflow rates at ages 50–59 is accounted for by an increase in transfers from other benefits. This compares with 14% for the 20–29 age group. 
Figure 3.6 disaggregates the transfer and non-transfer groups by the amount of time spent on benefit in the two years prior to entering SB. Comparing 1995 and 2002, only those entering from outside the benefit system having spent no time in the last two years on benefit grew as a proportion of the population aged 15–59. Over the last four years of the study, however, this was the slowest growing category, and all categories grew. 

Figure 3.6: SB inflow rates for population aged 15–59 
by type of entry and previous benefit receipt

[image: image46.emf]0.00

0.20

0.40

0.60

0.80

1.00

1995 1996 1997 1998 1999 2000 2001 2002

year

% of population entering benefit

transfer - all of previous 2 years on benefit

transfer - some of previous 2 years on benefit

non-transfer - some of previous 2 years on benefit

non-transfer - none of previous 2 years on benefit


Those entering from outside the benefit system having spent some time in the last two years on benefit were the largest group throughout and the fastest growing group between 1999 and 2002. Table 3.7 shows that growth in this type of entry accounts for more than half of the overall growth in inflow rates in that recent period. 
Table 3.7: Share of growth in SB inflow rates 1999–2002 by age group, 
by type of entry and previous benefit receipt

	 
	Age standardised share of growth in inflow rates

	 
	Transfer 
	Non-transfer 
	

	Age group
	All of previous 2 years on benefit
	Some of 
previous 2 
years on benefit
	Some of previous 2 years on benefit
	None of previous 2 years on benefit
	All

	 
	
	
	
	
	

	15–19
	–6
	–8
	34
	79
	100

	20–29
	–4
	18
	69
	16
	100

	30–39
	10
	22
	58
	10
	100

	40–49
	17
	24
	50
	9
	100

	50–59
	28
	26
	47
	–2
	100

	60–64
	20
	9
	19
	52
	100

	65+ 
	18
	45
	–32
	69
	100

	 
	
	
	
	
	

	Total
	9
	19
	55
	17
	100

	15–59
	8
	20
	57
	15
	100


Figure 3.7 shows the benefits of origin for those transferring. Inflow rates associated with transfers from unemployment-related benefits, the main benefits of origin, fluctuated over the period, ending slightly lower than 1993 levels. Growth in inflow rates associated with such transfers was sustained between 1999 and 2002, and accounts for the bulk of growth in inflow rates associated with transfers (Table 3.8).
There was a slight increase in inflow rates as a result of transfers from DPB and WB between 1993 and 2002, and a slight fall as a result of transfers from receiving a benefit as a partner. The small fraction of inflow rates associated with transfers from IB increased between the beginning and the end of the period, but was much smaller in 2002 than in 1998 and 1999. 
Figure 3.7: SB inflow rates for population aged 15–59 
by benefit of origin for entries by transfer
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Table 3.8: Share of growth in SB inflow rates 1999–2002 
by age group, by type of entry and benefit of origin

	 
	Age-standardised share of growth in inflow rates

	Age group
	Transfer from UB
	Transfer from DPB or WB
	Transfer from IB
	Transfer from benefit as partner
	All transfers
	Non- transfers
	All

	 
	
	
	
	
	
	
	

	15–19
	
–8
	0
	
–1
	
–5
	
–14
	
114
	100

	20–29
	
15
	1
	
–1
	
–1
	
14
	
86
	100

	30–39
	
33
	2
	
–3
	
0
	
31
	
69
	100

	40–49
	
40
	6
	
–5
	
1
	
42
	
58
	100

	50–59
	
66
	1
	
–11
	
–1
	
54
	
46
	100

	60–64
	
30
	0
	
–2
	
1
	
29
	
71
	100

	65+ 
	
20
	0
	
0
	
42
	
62
	
38
	100

	 
	
	
	
	
	
	
	

	Total
	
30
	2
	
–4
	
0
	
28
	
72
	100

	15–59
	
30
	2
	
–4
	
0
	
28
	
72
	100


Increased rates of receipt of other benefits versus increased transfer rates
What caused the changes in the proportion of the population coming on to SB by way of a transfer from another benefit? Was it the result of changes in the proportion of the population receiving those benefits? Was it the result of changes in the proportion of people receiving those benefits making the transfer? Or was it a combination of these factors?

Transfers from UB
We know that the percentage of the population receiving unemployment-related benefits, the main benefits of origin for SB, fell over the period (see Figure 2.10). Partially offsetting this was an increase in the percentage of recipients of those benefits transferring to SB between the beginning and the end of the period (Figure 3.8). The rapid growth in the rate of such transfers between 1999 and 2002 more than offset the fall in rates of receipt of UB over that period and this explains the recent increase in population propensities to enter SB as a result of a transfer from UB. 
The percentage of recipients of UB transferring to SB rose between 1993 and 1997, and then fell between 1997 and 1999. These changes are likely to partly reflect changes in financial incentives.
· The rise may partly reflect the effects of the 1991 benefit cuts. While these reduced the difference between UB rates and SB for the majority of SB recipients, the lowered absolute value of UB may have increased the financial incentive for people with incapacities receiving UB to apply for SB.

· The fall is likely to reflect the effects of the July 1998 alignment of rates of SB and UB. 
Figure 3.8: Percentage of primary recipients of main benefits aged 15–59 at 1 January 
each year transferring to SB over the following year, 1993–2002
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Reasons for the resumption of growth in transfers from 2000 onwards are less clear but may include the changes in operational focus and intensity of case management detailed in Section 1.2.
Transfers from DPB and WB

The very slight rise in population propensities to enter SB as a result of a transfer from DPB or WB between 1993 and 2002 reflects the net effect of: 

· a slight drop in the proportion of the population receiving these benefits (Figure 2.10) 

· a slight rise the probability of a transfer to SB (Figure 3.8). 
The recent growth in transfer propensities may reflect the effects of the introduction of Enhanced Case Management.

Transfers from IB

The very small increase in population propensities to enter SB as a result of a transfer from IB between 1993 and 2002 reflects the combined effects of an increase in population propensities to receive IB (Figure 2.10) and a slight increase in the probability of a transfer to IB among those in receipt between the beginning and the end of the period (Figure 3.8). 
Within the 1993–2002 period, however, there were marked changes in the propensity to transfer, as it increased from less than one in 1000 in 1993 to nearly one in 100 in 1999 before dropping closer to 1993 levels. The rise is likely to largely reflect the introduction of designated doctor reviews in 1995. The cause of the sudden fall between 1999 and 2000 onwards is less clear. It might reflect a compositional shift resulting from the change in eligibility criteria in October 1998, which required applicants for IB to have a “permanent and severe” incapacity, or the effect of the associated discontinuation of designated doctor reviews at 12 and 18 months. It might also reflect the reluctance of designated doctors to withdraw medical entitlement from IB recipients after SB payment rates were lowered in July 1998.

The role of transfers from ACC

This section looks at direct and indirect transfers from ACC weekly compensation from the beginning of 1998 onwards.
 This only covers changes since the 1997 introduction of ACC work capacity testing. 
The proportion of the population entering SB having ceased ACC weekly compensation within the two weeks prior to their SB grant was very small in all years that can be assessed, and fell slightly between 1998 and 2002. Direct transfers from ACC made no contribution to the overall growth in inflow rates that occurred between those years. 
Was indirect movement out of the ACC system and on to SB a more significant source of growth? Did some former ACC recipients move on to other benefits, or did some stay out of the benefit system for a period, before appearing on SB? Figure 3.9 shows the proportions making such indirect transfers. These did grow very slightly, but were still very small in relation to the total inflow rates. 
Figure 3.9: SB inflow rates for population aged 15–59 by type of entry and 
whether ACC weekly compensation ceased within 52 weeks of entry

[image: image51.emf]0.0

0.2

0.4

0.6

0.8

1.0

1.2

Non-transfer, no

ACC in last 52

weeks

Non-transfer, exited

ACC in last 52

weeks

Transfer, no ACC in

last 52 weeks

Transfer, exited ACC

in last 52 weeks

% of population entering benefit

1999

2002


Combined, growth in entries from within and outside the benefit system by individuals who had received ACC weekly compensation in the last year accounted for 2% of the growth in SB inflow rates at ages 15–59 between 1999 and 2002. This translates to a 1% share of the overall growth in inflows between those years.
Table 3.9: Share of growth in SB inflow rates 1999–2002 by age group, by type of entry and whether ACC weekly compensation ceased within 52 weeks of entry 
	 
	Age-adjusted share of growth in inflow rates

	 
	Non-transfer
	Transfer
	

	Age group
	No ACC in previous 52 weeks
	Exited ACC in previous 52 weeks
	No ACC in previous 52 weeks
	Exited ACC in previous 52 weeks
	All

	 
	
	
	
	
	

	15–19
	
105
	
9
	
–18
	4
	100

	20–29
	
81
	
4
	
13
	1
	100

	30–39
	
65
	
4
	
31
	0
	100

	40–49
	
63
	
–4
	
40
	2
	100

	50–59
	
58
	
–13
	
55
	0
	100

	60–64
	
70
	
1
	
29
	0
	100

	65+ 
	
30
	
7
	
62
	0
	100

	 
	
	
	
	
	

	Total
	
71
	
1
	
27
	1
	100

	15–59
	
71
	
1
	
27
	1
	100


3.3 Differences between subgroups
What are the characteristics most likely to be associated with high SB growth over the decade to 2002? And what changes by subgroups drove that growth? We attempt to answer these questions by examining the SB population according to:

· its demographic characteristics
· the changing number and composition of entrants over the period
· duration profiles
· the effects these factors have on recipient numbers in different subgroups.
We do not control for population growth or population ageing in this part of the analysis. Some of the changes observed for particular subgroups may reflect the effects of these factors.

As noted, we would not expect SB numbers in 2002 to be much affected by entries and durations prior to 1993, since the majority of entrants remain on SB for less than a year and only around 1.5% of those on SB in 2002 started their spell prior to 1993.
Gender

Over the years, entry numbers have been roughly comparable for males and females, both in magnitude and in changes from year to year. Female recipients have a considerably shorter duration profile than males, due to high numbers of short-term pregnancy-related incapacities. The result of this is that, despite similar rates of entry, snapshots of SB recipient numbers consistently show considerably more male SB recipients than female.

From 1993 to 1999, the pattern of growth and then decline was almost the same for the female and male populations in absolute terms. However, because of the relative preponderance of short-term entrants amongst female SB entries, changes in entry numbers had a proportionately greater effect on recipient numbers.

From 1999 to 2002, entry growth in the female population was more muted than for males (18% compared with 27%). Given the slower female entry growth, we might have expected slower recipient growth as well, but lengthened durations for female entrants in 2001 and 2002 had a counterbalancing effect. This may have been due to compositional changes in the 2001 and 2002 female entry cohorts, particularly around pregnancy-related incapacities. This is investigated further later in this section.

Recipient numbers

Figure 3.10 shows the number of SB entrants by gender from 1993 to 2002. Both male and female numbers show a gradual rise from 1993 to 1997, before declining in 1998 and 1999. From 2000 onwards, there have been further increases for both genders. Over the entire period, numbers of female SB recipients have increased by 41% (from 12,404 to 17,432), while male numbers have increased by 28% (from 18,636 to 23,765). Although female recipients increased proportionately more than males, the absolute increases were much closer to each other (both groups increased by around 5,000).

Figure 3.10: SB recipients by gender, 1993–2002
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Figure 3.11 gives the number of male and female entries over the period and displays similar patterns for both genders, although entry number growth in recent years has been greater for males than females. If entry numbers were driving the recipient growth displayed above, we would expect them to show a similar pattern, particularly given the short-term nature of SB. 
Figure 3.11: SB entries by gender, 1993–2002
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Increases in both male and female entry numbers are evident from 1993 to 1996, and it seems reasonable to expect this to have some influence on the observed growth in recipients through to 1997, as shown in Figure 3.10. Additionally, increases in entries from 2000 to 2002 could have driven the recipient growth over that period.

The 1998 cutting of SB rates to align them with UB is indicated on the graph in Figure 3.11. This coincided with a drop in entries and recipient numbers for both males and females.

Duration

Did durations also impact on the pattern of male and female SB growth from 1993 to 2002? Duration profiles for both genders are presented in Figure 3.12. In contrast to IB, male recipients of SB experience longer durations of benefit receipt (median duration of more than five months) than females (median duration of around four months), partly due to high numbers of short-term pregnancy-related incapacities for females. 
While male durations have remained almost unchanged since 1993, there have been small increases in duration profiles for female SB entrants in 2001 and 2002. This is partly associated with a fall in the numbers coming on to SB with pregnancy-related incapacities. However, male entrants still have considerably longer durations. Duration profiles over time are presented in Appendix 5.

Figure 3.12: Duration profiles by gender, 1993/1994 SB entry cohorts
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Age

Despite increases in entries that were comparable with the older age groups from 1993 until 1997, numbers of SB recipients under 30 years old remained relatively steady, partly due to the short duration profile in this age group. From 1998 to 2000, numbers of recipients in the 30–59 age groups reached a plateau, while numbers of 15–29 year olds actually decreased, partly as a result of the rise in the age of eligibility for SB from 16 to 18 for new entrants from January 1998.

From 2001 to 2002, all age groups showed some increase in numbers, reflecting the growth in entries that had been occurring since 1999 in all age groups. Numbers of SB recipients aged 60+ have increased consistently since 1995, due to the effects on duration of the rising NZS age of eligibility and continued increases in entry numbers.

Growth in the 30–59 age groups has been driven by increasing entries, compounded by long duration profiles. Meanwhile, the under-30 age groups have dropped in number over the period. This was due to falls in entrant numbers, assisted by short durations. These differences have meant that the age structure of SB recipients has changed considerably – in 1993, almost 40% of total SB recipients were under 30 years old, but in 2002, fewer than a quarter were.

Recipient numbers

The breakdown of SB recipients by age is given in Figure 3.13 and shows a very different pattern of change from 1993 to 2002 for different age groups. As expected, given changes in NZS eligibility, numbers of 60+ year olds on SB have increased considerably since 1993. Considerable growth has also occurred in the 30–39 age group from 1993 to 1997, and in the 40–59 age groups over the whole period. Numbers of recipients aged 15–19 years old and 20–29 years old are now well below 1993 numbers. 
Figure 3.13: SB recipients by age, 1993–2002
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This differential growth has meant that the age structure of SB recipients has changed considerably. In 1993, recipient numbers were dominated by the 20–29 age group, whereas, by 2002, this had shifted to the 30–39, 40–49 and 50–59 age groups. There have also been considerable increases in numbers of entrants aged 60+ from 1995. The consequence of these changes is that, while under-30 year olds made up almost 40% of all SB recipients in 1993, this had reduced to fewer than a quarter by 2002.

Inflows

Was this growth driven by increases in entrant numbers? Figure 3.14 shows that, while all age groups showed gradually increasing SB entry numbers from 1993 to 1996, the number of entries in the under-50 age groups began to decline from 1996 to 1997. This decline continued in 1998 and was particularly strong in the 15–19 and 20–29 age groups, for which there were, at this stage, fewer entries than in 1993. All groups experienced increased entry numbers from 1999 to 2002, although entries of 15–20 year olds remained below 1993 levels (at least partly as a result of the 1998 rise in the age of eligibility for SB).

Figure 3.14: SB entries by age, 1993–2002
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Although there were similar numbers of SB recipients amongst each of the 20–59 age groups (see Figure 3.13), entry numbers were lower in the older age groups. From this, we would expect these older groups to experience longer durations of receipt per entry.

These long durations would also explain why slow entry growth in the older (ie 40–49 and 50–59) groups translates into more rapid recipient growth (Figure 3.13). The longer the duration profile, the more recipient numbers in a particular year are affected by compounded growth of current and previous entry cohorts.

The low entry numbers in 1998 and 1999 for 30–59 year olds only caused a limited drop in recipient numbers. In the case of the 50–59 year olds, this entrant decline was only sufficient to stall recipient growth and not to drive actual decreases.

Duration
Were lengthening durations a factor in SB growth for any of the age groups? Looking at the duration profiles for entries in 1993 and 1994 (Figure 3.15), we can see that the shortest durations were for entrants in the 15–19 and 20–29 age groups. In general, as entrants age, the proportion with longer spell durations increases. The exception to this rule is the 60+ age group, as reaching NZS eligibility age truncates durations (although we would expect this effect to diminish over time as the age of eligibility increased).

Possible explanations for the long durations experienced by older age groups (particularly the 40–59 age groups) are fewer employment opportunities at older ages, greater severity of incapacity for these groups or a different incapacity profile. In particular, there are very few SB recipients over the age of 40 with pregnancy-related incapacities. The lack of these short-term incapacities would push up average durations in older age groups.

Figure 3.15: Duration profiles by age, 1993/1994 SB entry cohorts
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There has been little change in age group SB duration profiles since 1993 (see Appendix 5). The main change has been visible in the 2002 entry cohort, with higher proportions of entrants aged under 20, 20–29 and 30–39 years old remaining on benefit after one year than in any previous cohort. As noted, the scale of the shift for this most recent cohort may partly reflect seasonal differences in duration and should be viewed with caution. For all of the under-50 age groups, durations were shortest for those who entered in 1999.

As expected, durations for entrants aged 60+ lengthened from 1993 onwards, due to the phased raising of the NZS eligibility age. Surprisingly, durations peaked for those who entered in 1998 and then dropped for those who entered in 1999 to below the levels for 1995 entries. For entries since 1999, durations have grown once more, although they are still shorter than their peak in 1998.

Ethnicity

The Other ethnicity group has shown the greatest growth in recipient numbers since 1996. This is due to a combination of entrant growth and long duration profiles, which have lengthened further in recent years. The remaining ethnic groups have also displayed recent lengthening durations, and this has combined with recent increases in entry numbers to drive up recipient numbers, particularly in 2002.

Recipient numbers

Was SB growth concentrated in specific ethnic groups? If so, what was the cause of this? To help answer the first of these questions, recipient numbers, broken down by ethnicity, are presented in Figure 3.16 below. Due to the large proportion of recipients for whom ethnicity was not recorded prior to 1996, we only present data from that year onwards. 
 
Figure 3.16: SB recipients by ethnicity, 1996–2002
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At first glance, there appears to be little differentiation in ethnic-specific growth patterns, although growth in the Other ethnicity group was consistently high across the period (this group grew by 73% – from 2,134 in 1996 to 3,684 in 2002). Growth in other groups varied from 7% for Māori to 8% for New Zealand and Other Europeans and 16% for Pacific peoples. As noted in Section 2.3, differences in rates of growth between ethnic groups might partly reflect the effect of a new ethnicity recording system introduced in August 2001.
The number of recipients with Unknown ethnicity fluctuated over the period but was consistently small, relative to other groups, and changes should not have affected growth in other groups.
Inflows

Figure 3.17 looks at entry cohorts by ethnicity. Māori, New Zealand and Other European and Pacific peoples show decreasing entry numbers from 1996 until around 1999, followed by rises through to 2002. This differs from the recipient patterns shown above, with growth in the first few years and a drop occurring later, in 1999. This illustrates the lag of 1–2 years between changes in SB entry numbers and consequent recipient change. Similarly, growing entrant numbers from 1999 onwards only seem to translate into recipient growth in 2002.

The strong and constant recipient growth of the Other ethnicity category can be at least partly explained by Figure 3.17, which shows only very small decreases in entrant numbers around 1998 and not the large drops that affected other groups. The entry growth has been slow, however, and some of the growth in recipient numbers may also be due to changes in duration patterns. Long durations could also be compounding the low entry growth and translating this into higher recipient growth.

Figure 3.17: SB entries by ethnicity, 1996–2002
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Duration

Duration profiles for each ethnic group are shown in Figure 3.18. The most obvious distinctions are between the Other ethnicity group at the top end of durations (median duration of five and a half months) and the Unknown category at the bottom end. New Zealand and Other European, Māori and Pacific groups all had similar duration patterns, and, with the Unknown group, all had median duration of around four months.

The longer duration profile for those SB recipients with ethnicity categorised as Other (relative to other ethnic groups) may be because this group includes recent migrants who have an incapacity that would qualify them for IB but who have not been resident in New Zealand for long enough to qualify for that benefit. This means that any Other ethnicity entrant growth will affect SB recipient cohorts for a longer period of time. This further explains the growth seen in this group over the period 1996–2002, as past entry growth compounds with more recent growth.

Figure 3.18: Duration profiles by ethnicity, 1996/1997 SB entry cohorts
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Duration profiles for all groups show signs of lengthening in recent entry cohorts (see Appendix 5). For New Zealand and Other European and Māori entrants, this has only really been evident in the 2002 cohort, while for Pacific peoples and the Other ethnicity group, the 2001 and 2002 cohorts are both affected.

Type of incapacity

Increases in SB have been more limited across incapacities than IB. Most of the growth can be ascribed to a few mental disorders (depression and stress were the major contributors). Although there were big changes within the physical incapacity categories, this may be partly due to coding changes. Overall, there was no increase in recipient numbers with these incapacities. 

Most of the change over the period was driven by increases in entry numbers, rather than changes in duration, but duration changes will have contributed at least to growth in the stress and depression groups in 2001 and 2002.

Recipient numbers

Incapacity information is only presented from 1996 onwards. As for IB, we have classified this according to the incapacities most commonly affecting SB recipients. We have also, again, classified the categories into mental disorder and physical incapacity groups. The categorisation for SB is identical to that used for IB in Section 2.3, but includes pregnancy-related and digestive incapacity groups in place of congenital incapacities.
 Mental disorder categories are unchanged. Appendix 3 has a list of the conditions that are included in each of the groupings we use.

How did recipient numbers differ across incapacity groupings? Looking at the broadest level of classification, all of the growth in recipient numbers between 1996 and 2002 was driven by increases in mental disorders, which grew from 12,113 in 1996 to 16,249 in 2002 (an increase of 34%). Physical incapacities as a whole were static, only increasing by 1% (from 24,757 to 24,948) over the same period. This differential growth saw mental disorders increase from 33% of all incapacities in 1996 to around 39% in 2002.

Mental disorder recipient numbers are presented in Figure 3.19. The greatest growth was for stress (an increase of 175% since 1996), bipolar disorder (a 74% increase), schizophrenia (a 32% increase) and depression (a 50% increase). Stress has grown from being the fourth largest mental disorder category (making up 16% of all mental disorder SB recipients in 1996) to the largest (making up around 33% of recipients in 2002).

Figure 3.19: SB recipients by mental disorder, 1996–2002
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Stress, bipolar disorder, schizophrenia and depression were also the main mental disorder growth categories for IB. As noted in Section 2.3, much of the growth in these categories for IB was due to coding changes that occurred in 1995, when a number of new codes were created (including the four listed above). Given the short duration profile associated with SB, however, we would expect the coding changes to have an effect for only a short time period. Considering that almost all of the growth in these incapacities has been since 1999 (in fact, only stress increased from 1996 to 1998), the growth in these incapacities is unlikely to have been affected by coding changes.

The other mental disorder categories showed modest decreases in recipient numbers over the period. This decline has largely occurred from 1999 onwards.

Figure 3.20 gives physical incapacity recipient numbers over time, and, as was seen with IB, the fastest growing incapacity was the large musculoskeletal category, which increased by 53% from 1996 to 2002. As with IB, we might expect this increase to be influenced by the creation of new musculoskeletal sub-categories in 1995. This hypothesis is given additional credence by the observation that numbers were more stable from 1997 onwards, and that the injury and “other” incapacity categories declined as the musculoskeletal group increased, and by a similar magnitude. Growth in musculoskeletal incapacity numbers in the last two years, however, would not have been affected by coding changes and is likely to reflect real growth.

Modest increases for neoplasms, and digestive and circulatory incapacities, and more substantial proportionate increases for endocrine incapacities, also occurred over the period. Small decreases were seen in the number of people with nervous, pregnancy-related and respiratory incapacities, as well as in the “other” incapacity category.

Figure 3.20: SB recipients by physical incapacity, 1996–2002
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Inflows

Entry numbers for mental disorders, broken down by incapacity, are given in Figure 3.21. All of the high-growth groups show entry numbers dropping in 1997–1999. The drops were not sustained, however, and these groups all showed increasing numbers of entries from 2000 to 2002, and higher entry numbers in 2002 than in 1996.

Figure 3.21: SB entries by mental disorder, 1996–2002
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In 1997 and 1998, the number of SB entrants categorised with any specific mental disorder (apart from intellectual disabilities and stress) dropped, and this was reflected in dropping recipient numbers. A drop in stress entries occurred a year later, in 1998 and 1999, but this was only sufficient to temporarily stall growth. 1997 and 1998 also coincided with unusually high numbers of entrants classed as having “other psychological/psychiatric” incapacities, and it is likely that these changes reflect further coding or classification issues. It is possible that people with specific incapacities were incorrectly classified into the “other psychological/psychiatric” category at this time.

The four growing mental disorder categories (bipolar disorder, depression, schizophrenia and stress) all show increasing entry numbers from 1999 or 2000 onwards. Since this growth is subsequent to any coding changes, it tends to substantiate the theory that these groups have been the main drivers of mental disorder growth. Stress and depression, in particular, have shown strong growth beyond the effects of any coding changes.
Entry numbers for physical incapacities are shown in Figure 3.22. Most of these are relatively static, and this lends additional weight to the argument that most recipient growth amongst physical incapacity groupings was due to classification changes and not to an actual change in the make-up of recipient incapacity.

Figure 3.22: SB entries by physical incapacity, 1996–2002
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The most obvious change in physical incapacity entries is the decline in pregnancy-related incapacity from 1998 onwards. This is likely to partly reflect the decline in fertility at younger childbearing ages.
 The alignment of SB payment rates with UB rates in July 1998 also removed some of the incentive to transfer to SB. The decrease in entry numbers was substantial but had little effect on point-in-time SB recipient numbers, due to the short SB durations of recipients with pregnancy-related incapacities.

Duration

Duration profiles for the 1996/1997 entry cohort did not vary significantly between mental disorder subgroups (Figure 3.23). The three groups with longest duration patterns were intellectual, schizophrenia and “other psychological/psychiatric” incapacities, and we would expect entrant growth to have the longest-lasting impact for these incapacities. All groups had a median duration of less than a year.

Figure 3.23: Duration profiles by mental disorder, 1996/1997 SB entry cohorts
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Duration profiles for physical incapacities are given in Figure 3.24. Again, durations do not differ substantially between groups, although the pregnancy-related incapacity shows a pattern distinctly shorter than any other. Only around 10% of entrants with pregnancy-related incapacities were still in receipt of that benefit after six months. By comparison, all other groups had at least 30% of entrants remaining after the same time period. A likely reason for the very short duration profile of this group is that SB is only available for the last 13 weeks of pregnancy and recipients tend to transfer to DPB once the child is born.

The longest physical incapacity durations are experienced by SB entrants with nervous, circulatory, endocrine, musculoskeletal and respiratory incapacities. Durations for physical incapacities are generally shorter than for mental disorders, and therefore entries should have a shorter-term impact on recipient numbers.

Figure 3.24: Duration profiles by physical incapacity, 1996/1997 SB entry cohorts

[image: image66.emf]0

25

50

75

100

0 1 2 3 4 5 6 7

Years from date of grant

Percent remaining

Preg

Nervous

Circulatory

Endocrine

Musculo

Respiratory


Duration profiles for selected incapacities over time are presented in Appendix 5. Other incapacity groups showed little or no change in duration over the 1996–2002 period, and profiles have not been presented.

Depression, stress and endocrine incapacities all experienced little change in duration profiles over most of the period, but they have had increased durations in the last year or two. For nervous system disorders and substance abuse, such recent duration increases have largely served only to offset shortened durations from 1996 to 1997 – durations have not lengthened much overall for these groups since 1996. Entry cohorts for intellectual incapacities have progressively shortened durations over the period.

Lengthened durations for depression and stress in 2001 and 2002 will have contributed to the high growth in recipient numbers in these years and will have intensified the impact of increased entrant numbers.

Transfer status and benefit of origin

Transfers from other benefits have increased at a slower rate than non-transfers, and they also made up a smaller proportion of the SB entry cohort in 2002 than in 1993 (falling from 38% to 33%, excluding transfers from ACC). The effect on recipient numbers of higher growth in non-transfers would have been mitigated somewhat by the shorter duration profile of these entrants. The recent lengthening of durations for those transferring from UB will account for some of the recent growth in SB numbers. 
Inflows

In Section 3.2, we saw that entrants in 2002 were less likely to enter SB via transfers from other benefits than in 1993. Transfers from which benefits changed the most over this period? Would different duration patterns have affected the way this impacted on recipient growth? Table 3.10 gives the number of SB entries, by transfer status and benefit of origin, from 1993 to 2002
.

Table 3.10: SB entries by transfer status, benefit of origin and entry cohort

	 
	Entry Cohort

	 
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Number in Cohort
	34,100
	37,965
	40,865
	45,092
	43,829
	37,074
	35,051
	37,550
	40,255
	43,000

	
	
	
	
	
	
	
	
	
	
	 

	Non-transfers (%)
	62.1
	60.9
	63.8
	66.3
	61.0
	62.2
	63.4
	64.6
	64.3
	65.4

	
	
	
	
	
	
	
	
	
	
	 

	Transferred from:
	
	
	
	
	
	
	
	
	
	 

	   IB
	0.1
	0.1
	0.1
	0.5
	0.5
	1.1
	1.2
	0.4
	0.4
	0.4

	   UB-related
	33.2
	34.9
	32.1
	29.0
	34.1
	30.7
	29.0
	29.9
	30.0
	29.1

	   DPB and WB
	2.3
	2.2
	2.2
	2.2
	2.4
	2.4
	2.4
	2.2
	2.2
	2.3

	   Partner
	2.4
	1.9
	1.8
	1.9
	2.0
	2.2
	2.0
	1.9
	1.9
	1.6

	   ACC (within 2 weeks)
	n/a
	n/a
	n/a
	n/a
	n/a
	1.4
	2.1
	1.0
	1.3
	1.2

	
	
	
	
	
	
	
	
	
	
	 

	Transfers (%)
	37.9
	39.1
	36.2
	33.7
	39.0
	37.8
	36.6
	35.4
	35.7
	34.6

	
	
	
	
	
	
	
	
	
	
	 

	All
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


The numbers of annual SB entries generally increased over the years 1993–2002, although there was a decline in the middle of this period (1997–1999). Entry numbers in 2002 were still 26% higher than in 1993. In general, and unlike IB, SB entries have been dominated by entries from outside the benefit system.

Entries from outside the benefit system (non-transfers) grew from 1994 to 1996, before dropping from 1997 to 1999 and growing again in subsequent years. Transfers from benefit show a similar pattern, although entry levels were static in 1995 and 1996 and rose in 1997. From 1998 onwards, patterns of decline and then growth were almost the same between transfers and non-transfers. Transfers into SB increased by only 15% over that period, while new entries increased by 33%. The across-the-board drop in entries in 1998 is likely to have been associated with the alignment of SB and UB payment rates in July 1998.

In all, transfers made up 38% of SB entries in 1993 and 35% in 2002 (or 33%, excluding ACC transfers). Over the entire period, transfers from UB and related benefits made up the bulk of all transfers, going from 33% in 1993 to 29% in 2002. The remaining transfer entries were split between transfers from DPB/WB and transfers from being on benefit as a partner, which each made up around 2% of entries over the whole period.
ACC transfers within two weeks of cessation, as shown above, have only made up a very small proportion of all SB entrants. How many more SB entrants are there who received ACC in the past year but who did not transfer straight on to SB? These transfers are quantified in Table 3.11. This includes cases where people have transferred into SB from another benefit received in the interim, and where they have transferred over this longer window without interim benefit receipt.

Table 3.11: SB entries by ACC transfer status and entry cohort

	 
	Entry Cohort

	
	1998
	1999
	2000
	2001
	2002

	
	
	
	
	
	 

	% ACC Transfer (within 2 weeks)
	1.4
	2.1
	1.0
	1.3
	1.2

	
	
	
	
	
	 

	Transfers from Benefit
	
	
	
	
	 

	
% ACC Transfer (within 52 weeks)
	0.8
	0.8
	0.6
	0.8
	0.8

	
No ACC Receipt in last year
	35.6
	33.8
	33.7
	33.6
	32.6

	
	
	
	
	
	 

	Non-Transfers (%)
	
	
	
	
	 

	
% ACC Transfer (within 52 weeks)
	3.3
	3.5
	2.5
	2.9
	3.6

	
No ACC Receipt in last year
	58.9
	59.9
	62.1
	61.4
	61.8

	
	
	
	
	
	 

	All
	100.0
	100.0
	100.0
	100.0
	100.0


From 1999 to 2002, transfers from ACC within two weeks of cessation made up 1–2% of all SB entries. Table 3.11 shows that, on top of this, transfers within a year accounted for 3–4% of entries. The majority of these had no benefit receipt in the interim, in contrast to IB. In 2002, 5.6% of all SB entrants had some ACC receipt in the year prior to SB entry – this compares to 6.4% in 1999. Although these numbers are higher than for IB, ACC transfers still make up a small proportion of all SB entrants and cannot be considered to be a major driver of growth, at least since 1999.

Duration

Are longer durations likely to have exacerbated the growth for some groups? The duration profiles for 1993/1994 entries (Figure 3.25) show that new entries have a considerably shorter duration profile (median duration of around four months) than transfers from inside the benefit system. Median durations for transfers from DPB/WB and IB were seven months and nine months respectively, while transfers from UB had much shorter durations (median of four and a half months).

Figure 3.25: Duration profiles by transfer status and 
benefit of origin, 1993/1994 SB entry cohorts
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Over time, only transfers from UB showed any consistent change in duration, and this was only evident in the 2001 and 2002 entry cohorts. Median duration increased from around four months in 2000 to almost six months in 2002. In the 2002 cohort, new entries still only had a median duration of four months. See Appendix 5 for duration profiles over time.

Benefit of origin by incapacity

Does the predominance of different types of incapacity differ depending on the transfer status and benefit of origin? Table 3.12 attempts to answer this question by breaking down transfers for the 2000–2002 entry cohort by both benefit of origin and incapacity. 
Table 3.12: SB entries by benefit of origin and incapacity, 2000–2002 entry cohort

	 
	Percent of transfers from:
	

	Incapacity
	IB
	UB
	DPB/WB
	Partner
	ACC (2 weeks)
	All Transfers
	Non-transfers

	
	
	
	
	
	
	
	

	Bipolar Disorder 
	3.0
	0.9
	2.7
	1.4
	0.5
	1.1
	1.5

	Depression 
	6.7
	7.8
	13.7
	9.8
	3.6
	8.1
	10.2

	Intellectual Disability
	1.1
	0.2
	0.2
	0.1
	0.1
	0.2
	0.2

	Schizophrenia 
	4.1
	1.6
	1.6
	1.4
	0.1
	1.5
	1.3

	Stress 
	6.4
	9.0
	21.0
	15.7
	4.4
	9.9
	13.2

	Substance Abuse 
	4.4
	7.7
	9.8
	5.3
	1.4
	7.4
	5.1

	Other Psychological 
	6.9
	3.7
	4.8
	3.3
	1.2
	3.7
	3.6

	
	
	
	
	
	
	
	

	Circulatory 
	7.6
	4.4
	4.6
	6.5
	2.1
	4.5
	5.8

	Digestive
	1.8
	2.3
	1.7
	2.1
	0.8
	2.2
	3.0

	Endocrine 
	4.6
	3.2
	2.9
	4.1
	1.3
	3.2
	3.1

	Injury 
	6.2
	11.3
	5.3
	5.5
	20.1
	10.8
	9.5

	Musculoskeletal 
	26.4
	16.3
	12.7
	15.0
	56.9
	17.4
	16.2

	Neoplasms 
	3.2
	1.2
	1.1
	2.1
	1.1
	1.3
	2.8

	Nervous system 
	7.1
	3.6
	3.9
	3.9
	1.6
	3.6
	4.0

	Pregnancy
	0.5
	18.5
	7.2
	14.2
	1.1
	16.8
	11.2

	Respiratory 
	3.9
	2.7
	3.4
	3.0
	1.2
	2.7
	2.7

	Other 
	5.3
	4.6
	3.1
	3.4
	2.3
	4.3
	6.0

	Unspecified
	0.9
	1.2
	0.2
	3.1
	0.2
	1.2
	0.5

	
	
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Overall, transfers tended to have higher proportions of unspecified incapacities (1.2% as opposed to 0.5% for non-transfers). They also had lower rates of neoplasms (1.3% compared with 2.8% for new entries) and slightly lower proportions of bipolar disorder, depression and stress.
Transfers from ACC had double the overall rate of injuries and more than triple the rate of musculoskeletal incapacities (making up around 20% and 60% of ACC transfers respectively), and lower proportions of all other conditions. This is consistent with findings for transfers from ACC into IB.

Transfers from IB had a far higher probability of experiencing an intellectual disability (1.1% compared with 0.2% overall), as well as bipolar disorder, schizophrenia, “Other psychological” incapacities, and disorders of the nervous system. They also had a high proportion of transfers with musculoskeletal conditions (26% compared with around 17% for all entries). This was the most common incapacity group for IB transfers. Only 0.5% of transfers from IB to SB had a pregnancy-related incapacity in the period examined.

DPB and WB transfers had high probabilities of entry with stress (21% compared with 12% for all entries), bipolar disorder (2.7% compared with 1.4% overall) and substance abuse (10% compared with 6% overall). Entries from DPB and WB were over 50% more likely to enter with a mental disorder, while this percentage was just over a third for all entries.

UB transfers had particularly high rates of pregnancy-related incapacity (19%), as did transfers from being on benefit as a partner (14%). This was the most common incapacity amongst UB transfers.
3.4 Pathways off Sickness Benefit
This section examines:

· reasons why people leave SB

· differences over time
· differences between subgroups.

Reasons why people leave SB
In contrast to IB entrants, 99% of 1993 SB entrants exited within nine years of their 1993 grant. The pathways off SB for those who exited are shown in Figure 3.26. The main known destinations were IB (accounting for 9% of exits), other benefits including UB (39% of exits) and employment (11% of exits).

Note that what is shown is based on reason code information for those who exited within the nine-year window, as it was recorded at cessation. The figure cannot be taken as indicative of the status of the entrants at the end of the follow-up window – given the administrative nature of the data, we cannot be sure of changes in status after cessation. 
Figure 3.26: Pathways off SB – 1993 entry cohort exiting within nine years of grant
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In addition, the administrative nature of the data leaves us with a large “other” group for which the reason code entered gives no indication of destination.
 Numbers of cessations for reasons other than employment, partnering and death are relatively certain.
 For this reason, it is likely that the “other” group largely comprises those who have, in fact, become employed, partnered or died. Assuming that they are distributed in proportion to those known to exit for these destinations, this would boost the proportion leaving for employment to an estimated 36%, the proportion leaving as a result of partnering to 4% and the proportion leaving on account of their death to 5%.

Figure 3.27 compares the reasons for exit of people in the 1993 entry cohort who left within 13 weeks of grant with those leaving after longer stays. 
Figure 3.27: Pathways off SB for those ceasing by time 
from grant in which ceased, 1993 entry cohort
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The proportion known to have exited for employment was comparatively high for those leaving within 13 weeks of grant, dropped for those leaving between 13 and 26 weeks, and then rose again for those leaving between 26 weeks and two years, before falling with increasing length of stay beyond two years. The proportion moving to IB increased steeply to become the most important exit route for 1993 entrants leaving at durations longer than four years. Those moving to other benefits have mostly exited within a year. 

Differences over time

The following table shows the number of people entering SB in different years, and the percentages who remained on SB and ceased for different reasons after one year.
Table 3.13: Percentage remaining and percentage ceased for different reasons 
in 52 weeks from date of grant, by entry cohort, SB

	 
	Entry Cohort 

	 
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001

	 
	
	
	
	
	
	
	
	
	

	Number in Cohort
	34,100
	37,965
	40,865
	45,092
	43,828
	37,074
	35,051
	37,550
	40,255

	 
	
	
	
	
	
	
	
	
	

	Percentage remaining on SB 
	24.4
	23.2
	21.7
	23.9
	23.3
	22.9
	21.6
	22.1
	24.1

	Percent Ceased by Reason: 
	
	
	
	
	
	
	
	
	

	Deceased 
	1.1
	0.9
	0.7
	0.6
	0.6
	0.7
	0.6
	0.6
	0.5

	Employed 
	8.7
	9.1
	9.5
	9.3
	9.1
	10.1
	10.3
	11.3
	11.1

	Overseas 
	2.1
	2.1
	2.1
	1.9
	1.9
	2.3
	2.3
	2.3
	1.6

	Prison 
	1.2
	1.1
	1.0
	0.8
	0.6
	0.8
	0.6
	0.8
	0.9

	Partnered
	1.1
	0.9
	1.2
	0.9
	0.8
	0.9
	0.9
	0.9
	0.9

	IB
	3.5
	3.7
	4.2
	4.7
	4.5
	4.3
	5.3
	5.5
	5.3

	Other benefit 
	33.5
	35.0
	33.9
	35.8
	37.0
	36.2
	35.3
	32.9
	30.3

	NZS 
	0.4
	0.1
	0.1
	0.1
	0.1
	0.1
	0.0
	0.0
	0.0

	Other
	24.1
	24.2
	25.5
	22.0
	22.3
	21.8
	23.0
	23.6
	25.3

	 
	
	
	
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


The proportion of entrants who remained continuously on SB one year from their grant fell from 24.4% for the 1993 entry cohort to 21.6% for the 1999 cohort. It then rose back to 1993 levels in 2001 (24.1%) with the lengthening of durations at the end of the study. 
The percentage known to have left SB for employment within a year rose, fell and rose over the period, ending higher for the 2001 cohort than the 1993 cohort. The pattern of change broadly (but not exactly) mirrors the fall, rise and fall in unemployment rates. The percentage that ceased as a result of a transfer to IB within a year of grant increased gradually from cohort to cohort, dropping slightly with the 1998 introduction of the “permanent and severe” criteria for entry to IB before growing once more and falling slightly at the end of the study period. 
It is notable that the proportion of entrants who moved to benefits other than IB (including UB) within a year increased from 33.5% in 1993 to 36.2% in 1998, and then declined to 30.3% in 2001.

The differences between the 2001 and 2000 cohorts give some insights into reasons for the lengthening of SB durations between those cohorts. The 2% increase in the percentage remaining on SB after one year between those cohorts was largely the net effect of:
· a 2.6% fall in transfers to benefits other than IB
· a 0.7% fall in exits due to travel overseas
· a 1.7% rise in exits in the “other” grouping.
Differences by subgroup

Gender and ethnicity

The following table shows differences in exits by gender and ethnicity. 
Table 3.14: Percentage remaining and percentage ceased for different reasons in five years from date of grant, by gender and ethnicity, 1996 and 1997 SB entries

	 
	NZ + 
Other Eur
	NZ Māori
	Other
	Pacific 
peoples
	Unknown
	Total

	Male
	
	
	
	
	
	

	Number in cohort
	25,152
	9,602
	1,770
	2,278
	812
	39,614

	 
	
	
	
	
	
	

	Percentage remaining on SB
	4.5
	4.0
	9.0
	5.9
	1.1
	4.6

	Percentage ceased by 
reason for cessation:
	
	
	
	
	
	

	   Deceased 
	0.9
	1.3
	1.9
	2.0
	9.2
	1.3

	   Employed 
	15.2
	8.8
	10.5
	8.4
	18.8
	13.1

	   Overseas 
	2.3
	0.8
	12.1
	8.0
	5.0
	2.8

	   Prison 
	1.3
	2.7
	0.5
	1.2
	0.9
	1.6

	   Partnered
	0.2
	0.3
	0.2
	0.4
	0.2
	0.3

	   IB
	11.8
	12.3
	6.7
	9.7
	8.7
	11.5

	   Other benefit 
	33.1
	41.3
	29.3
	34.4
	22.0
	34.8

	   NZS 
	0.1
	0.1
	1.1
	1.4
	0.0
	0.2

	   Other 
	30.3
	28.4
	28.9
	28.5
	33.9
	29.8

	 
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0

	 
	
	
	
	
	
	

	Female
	
	
	
	
	
	

	Number in cohort
	22,100
	11,351
	1,931
	3,236
	575
	39,193

	 
	
	
	
	
	
	

	Percentage remaining on SB
	3.4
	2.1
	6.8
	2.8
	0.7
	3.1

	Percentage ceased by
reason for cessation:
	
	
	
	
	
	

	   Deceased 
	0.5
	0.4
	0.9
	1.1
	4.7
	0.6

	   Employed 
	11.5
	4.8
	6.9
	5.7
	15.8
	8.9

	   Overseas 
	2.7
	1.1
	11.7
	5.6
	7.3
	3.0

	   Prison 
	0.1
	0.2
	0.0
	0.1
	0.0
	0.1

	   Partnered
	2.2
	1.5
	0.7
	0.7
	1.6
	1.8

	   IB
	8.0
	5.5
	6.0
	3.9
	7.5
	6.8

	   Other benefit 
	44.4
	67.5
	39.0
	56.9
	26.3
	51.6

	   NZS 
	0.0
	0.0
	0.3
	0.6
	0.3
	0.1

	   Other 
	27.0
	16.9
	27.6
	22.6
	35.8
	23.9

	 
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Māori, Pacific peoples and New Zealand and Other Europeans had broadly similar proportions remaining on SB after five years, with females having shorter stays on average. However, the broad similarity between the duration profiles of these ethnic groups masked significant, offsetting differences in exit reasons:
· New Zealand and Other Europeans were almost two times more likely than Māori and Pacific entrants to be known to exit for employment

· Pacific peoples were more likely to cancel as a result of travel overseas

· Māori were more likely to transfer to another benefit.

The proportion of Māori women who move to other benefits is 67.5%. This compares with 44.4% for European women and 56.9% for Pacific women. These differences are likely to partly reflect ethnic differences in the proportion of women who take up SB for the last 13 weeks of their pregnancy and then transfer to DPB or other benefits.

Comparing pathways off SB across ethnic groups confirms that the longer durations of the Other ethnic grouping partly reflects a lower rate of transfer to IB, possibly due to some in this group not meeting the residency criteria for that benefit. Transfers to other benefits are also lower than average for this group, as are rates of exit for employment. The effects of these differences are partly offset by higher than average rates of exit due to travel overseas. 
Age

Table 3.15 shows differences in exits by gender and age for 1993 entrants. 
For both genders, the proportion of entrants ceasing as a result of death increased with age. For both men and women, the 30-49 age group was the most likely to be known to have ceased benefit due to employment, with 15.7% and 12.5% leaving for this reason respectively. The proportion of entrants ceasing for employment then fell with increasing age at entry. The proportion transferring to IB was highest for those aged 50–59 at entry (24.3% for males, 21.9% for females). 
Table 3.15: Percentage remaining and percentage ceased for different reasons 
in nine years from date of grant, by gender and age, 1993 SB entries

	 
	Age at entry

	 
	15–29
	30–49
	50–59
	60+ 
	Total

	Male
	
	
	
	
	

	Number in cohort
	7,101
	6,947
	2,840
	456
	17,344

	 
	
	
	
	
	

	Percentage remaining on SB
	0.7
	1.9
	1.8
	0.4
	1.4

	Percentage ceased by reason:
	
	
	
	
	

	   Deceased 
	0.8
	1.6
	6.2
	6.8
	2.2

	   Employed 
	11.3
	15.7
	14.1
	5.3
	13.4

	   Overseas 
	2.3
	3.3
	5.2
	11.2
	3.4

	   Prison 
	4.5
	3.2
	0.4
	0.0
	3.2

	   Partnered
	0.3
	0.4
	0.4
	0.0
	0.3

	   IB
	5.6
	12.2
	24.3
	6.8
	11.3

	   Other benefit 
	35.4
	25.7
	21.7
	26.5
	29.0

	   NZS 
	0.0
	0.0
	0.3
	30.0
	0.8

	   Other 
	39.1
	36.0
	25.6
	12.9
	35.0

	 
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0

	 
	
	
	
	
	


Table 3.15 (continued)

	 
	Age at entry

	 
	15–29
	30–49
	50–59
	60+ 
	Total

	Female
	
	
	
	
	

	Number in cohort
	10,588
	4,670
	1,320
	176
	16,756

	 
	
	
	
	
	

	Percentage remaining on SB
	0.2
	1.8
	1.2
	0.6
	0.7

	Percentage ceased by reason:
	
	
	
	
	

	Deceased 
	0.3
	1.5
	3.8
	8.5
	1.0

	Employed 
	6.9
	12.5
	11.1
	2.3
	8.8

	Overseas 
	1.7
	4.2
	8.0
	28.4
	3.2

	Prison 
	0.3
	0.2
	0.0
	0.0
	0.2

	Partnered
	2.5
	2.4
	1.8
	0.0
	2.4

	IB
	2.3
	12.8
	21.9
	5.7
	6.8

	Other benefit 
	60.0
	33.9
	24.6
	19.3
	49.5

	NZS 
	0.0
	0.0
	0.1
	22.7
	0.2

	Other 
	25.7
	30.4
	27.5
	12.5
	27.0

	 
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0


Types of incapacity

Tables 3.16 and 3.17 show the percentage of 1996/1997 entrants who still remained on SB at five years and the percentages that had ceased for different reasons, broken down by the highest ranked incapacity code recorded at entry.
Comparing across subgroups within the mental disorders grouping, a number of observations can be made:

· people with bipolar disorders were the most likely to cease for employment, followed by people with depression and stress

· within five years of their grant, 41.9% of people with intellectual disabilities and 33.3% with schizophrenia moved to IB, compared with 10.3% of all mental disorder entries and 9.2% of all entries

· the proportion ceasing benefit to move to benefits other than IB was greatest for those with stress and incapacities related to substance abuse.

Comparing across physical groupings:

· mortality rates were higher than the overall average for those who enter SB with neoplasms and circulatory, endocrine and respiratory incapacities, and for those in the small “unspecified” group

· the percentage exiting for employment was highest for those with digestive and circulatory incapacities and neoplasms

· the proportions ceasing SB to move to other benefits ranged from 13.8% for neoplasms to 77.4% with pregnancy-related conditions. 
Table 3.16: Percentage remaining and percentage ceased for different reasons five years from 
date of grant, by incapacity at entry, 1996 and 1997 SB entries – mental disorders

	 
	Bipolar 
Disorder
	Depression 
	Intellectual
Disability 
	Other 
Psychological 
	Schizophrenia 
	Stress 
	Substance 
Abuse 
	All Mental Disorders

	 
	
	
	
	
	
	
	
	

	Number in cohort
	531
	5,389
	227
	4,906
	721
	6,258
	4,352
	22,384

	 
	
	
	
	
	
	
	
	

	Percentage remaining on SB
	3.4
	4.2
	9.2
	5.6
	5.7
	4.2
	5.9
	5.0

	Percentage ceased by 
reason for cessation:
	
	
	
	
	
	
	
	

	   Deceased 
	0.4
	0.4
	0.4
	0.8
	1.1
	0.4
	1.0
	0.6

	   Employed 
	19.2
	13.8
	1.8
	11.9
	8.6
	12.2
	7.4
	11.5

	   Overseas 
	3.4
	3.1
	2.2
	3.5
	3.3
	2.9
	1.6
	2.9

	   Prison 
	1.1
	0.7
	1.8
	1.5
	3.1
	0.9
	4.8
	1.8

	   Partnered
	0.8
	0.9
	0.9
	0.9
	0.6
	1.1
	0.4
	0.9

	   IB
	21.3
	8.6
	41.9
	15.2
	33.3
	6.9
	5.2
	10.3

	   Other benefit 
	23.4
	35.6
	21.6
	31.8
	22.1
	41.3
	39.7
	36.3

	   NZS 
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0

	   Other 
	27.1
	32.6
	20.3
	28.6
	22.2
	30.0
	33.9
	30.7

	 
	
	
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Table 3.17: Percentage remaining and percentage ceased for different reasons five years from date of grant, 
by incapacity at entry, 1996 and 1997 SB entries – physical incapacities and all entries

	 
	Circulatory 
	Digestive 
	Endocrine 
	Injury 
	Musculo-
skeletal 
	Neoplasms 
	Nervous 
	Other 
	Pregnancy 
	Respiratory 
	Unspecified 
	Total

	 
	
	
	
	
	
	
	
	
	
	
	
	

	Number in cohort
	3,639
	1,850
	2,319
	8,202
	13,266
	1,582
	3,136
	4,217
	14,391
	2,599
	1,222
	78,807

	 
	
	
	
	
	
	
	
	
	
	
	
	

	Percentage remaining
on SB
	5.0
	4.1
	5.2
	3.2
	6.3
	2.6
	5.7
	2.7
	0.1
	5.3
	0.3
	3.8

	Percentage ceased by 
reason for cessation:
	
	
	
	
	
	
	
	
	
	
	
	

	   Deceased 
	3.5
	0.9
	2.1
	0.3
	0.5
	11.9
	0.9
	0.9
	0.0
	1.5
	1.7
	0.9

	   Employed 
	16.7
	17.4
	13.4
	11.3
	12.4
	16.2
	12.4
	16.6
	3.2
	11.2
	15.8
	11.0

	   Overseas 
	5.6
	3.2
	6.4
	1.9
	3.9
	4.4
	5.0
	2.8
	0.7
	3.3
	1.1
	2.9

	   Prison 
	0.2
	0.3
	0.6
	1.3
	0.7
	0.1
	0.5
	0.3
	0.0
	0.5
	0.4
	0.9

	   Partnered
	0.3
	0.5
	0.8
	0.4
	0.7
	0.3
	0.7
	0.6
	2.5
	0.4
	3.1
	1.0

	   IB
	21.7
	7.2
	15.1
	5.1
	11.2
	27.2
	17.9
	7.2
	0.2
	14.6
	3.8
	9.2

	   Other benefit 
	21.9
	35.3
	29.1
	43.9
	35.2
	13.8
	30.4
	35.1
	77.4
	36.4
	60.5
	43.1

	   NZS 
	1.0
	0.2
	0.5
	0.1
	0.2
	0.3
	0.4
	0.2
	0.0
	0.4
	0.2
	0.2

	   Other 
	24.0
	31.0
	26.8
	32.4
	28.8
	23.1
	26.1
	33.4
	15.9
	26.4
	13.2
	26.8

	 
	
	
	
	
	
	
	
	
	
	
	
	

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


4 Concluding remarks
4.1 Dynamics of growth

Our findings answer many important questions about the growth in IB and SB and the people who receive these benefits. 

We find no simple, single explanation for the growth that occurred over the decade to 2002 in numbers receiving IB and SB. The dynamics of growth were different for the two benefits, and varied over time and between subgroups.

Growth in inflows has been an important driver of growth for both benefits. While much of the growth in inflows was inevitable given changes in the size and structure of the population and the increase in the age of eligibility for NZS, more than half cannot be explained by these factors and reflects an increase in the proportion of the population aged 15–59 coming on to the benefits. For SB, most of this growth was due to an increase in entries from outside the benefit system (but when we examine the recent growth between 1999 and 2002, increased transfers from within the benefit system account for 28% of the increase). For IB, entries from outside the benefit system and transfers from inside the benefit system both contributed to the growth. Growth in transfers accounted for 60% of the 1993–2002 increase in the proportion of the population aged 15–59 coming on to that benefit.

The long stays of IB entrants converted sustained growth in inflows into rapid growth in numbers in receipt.  Even though the duration of stays on IB did not increase between the beginning and the end of the decade, duration played a key role in generating the growth that occurred.  

4.2 Possible causal processes
Why did SB and IB inflows grow in the context of a general improvement in economic conditions? 
Some of the possible explanations relate to changes in policy and administration, which appear to have shifted people with incapacities on to IB and SB from other parts of the benefit system. 

Other possible explanations relate to changes in the structure and intensity of employment which may have caused employment opportunities for people with ill-health and disabilities to worsen in spite of the improvement in overall employment conditions. Analysis of the New Zealand Disability Survey suggests that the presence of a disability reduces an individual’s probability of full-time employment to less than half that for a non-disabled individual with similar demographic characteristics, and that employment disadvantage is particularly notable for those experiencing psychological or psychiatric disabilities (Jensen et al 2005).   
Yet another set of possible explanations relate to changes in the way that qualifying incapacities were interpreted or administered. Determining whether an individual is sufficiently incapacitated to qualify for IB or SB is not straightforward (Lennan 2000). The eligibility criteria are subject to interpretation and a range of factors other than medical eligibility may influence the decisions of assessing doctors (White 2000). Given this, changes in the way in which doctors interpreted the medical criteria for entry could have increased the proportion of the population viewed as having qualifying incapacities.

A final set of possible explanations relate to changes in the prevalence of incapacity.

Growing numbers of people were coming on to SB and IB with a mental illness. The increase is consistent with trends in other developed countries. Comparisons of the prevalence of mental illnesses over time are difficult to make but rates may have been rising.  Possible contributors include an increasing prevalence of stressors such as financial hardship and social isolation. New Zealand drug surveys also indicate a significant increase in the use of amphetamine and methamphetamine between 1998 and 2001. This can lead to a range of psychological disorders, including deep depression and symptoms that may be indistinguishable from schizophrenia, as well as physical disorders such as stroke and respiratory problems (EACD 2002). 
We observe patterns of growth that are consistent with the likely effects of the current rise in the prevalence of diabetes. The associated growth in obesity may also be contributing to the growth in numbers of people coming on to SB and IB with musculoskeletal conditions. 

Some of the growth in IB and SB might be due to the effects on health of long-term unemployment. 
Growth in IB inflow rates was more rapid for those aged 30–39 and 40–49 than for those aged 15–19 and 20–29. There is something different about the cohorts that experienced the economic restructuring of the 1980s and early 1990s in their early to middle years compared to those that entered the labour market either during or after the restructuring.
Our findings show disparities in mortality across ethnic subgroups that are consistent with those found in the New Zealand Census Mortality Study (Ajwani et al 2003). This study found that while life expectancy improved dramatically for Europeans over the two decades to 1999 it was static for Māori and Pacific peoples, the ethnic groups most affected by economic restructuring. The main driver of the divergent trends was higher chronic disease mortality in middle and older ages for Māori and Pacific peoples.
The 1998 National Heath Committee report on the determinants of health in New Zealand suggested that, despite an overall improvement in population health status, socio-economic inequalities in health had not decreased over the preceding two decades and may even have been increasing (National Advisory Committee on Health and Disability 1998). SB and IB trends over the decade to 2002 may partly reflect worsening health status for some groups in New Zealand society. 
Appendices
Appendix 1: Methodology

A1.1
Decomposition of entry growth

The years 1993 and 2002 are defined as i = 1 and i = 2 respectively.

The age groups 15–19, 20–29, 30–39, 40–49, 50–59, and 60+ are defined as j = 1, 2 , …, 6 respectively.

The population in year i is defined as 
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Further, the age-specific rate of entry in year i and age group j is defined as 
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The change in entry numbers from 1993 to 2002 is defined as 
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The increase in entry numbers (
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Since we know that 
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[image: image83.wmf]j

a

D

 is positive for older age groups, we refer to these effects as “population growth” and “population ageing” respectively.
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The total change in entries is defined as 
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These factors do not act in isolation, however, and the interaction of the effects further influences entry growth, ie
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The total effect of 
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, therefore, is defined to be the sum of the individual effects of population growth and population ageing, plus an interaction term explaining the remainder of the growth, ie
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Extending this to include all three effects gives
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So, the total change in entries is decomposed into the individual effects of growth, ageing and changed rates of entry, plus pairwise interactions between each of these factors, and an overall interaction term accounting for the remainder of the entry growth.

We can define the total number of entries in 2002 as a function of population size, the proportion of entrants in each age group and the rate of entry for each age group, as follows
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Therefore, the growth in entrant numbers can be defined in a similar way
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Defining the change in entrant numbers in this way allows the effects of the three factors (population ageing, population growth and changed rates of entry) to be calculated, both individually and in combination. For example, if we want to evaluate the combined effects of growth and ageing on entry numbers (ie 
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All individual and pairwise combined effects can be defined in this way, ie
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The interaction effects can be calculated by substituting the effects calculated in equations (6) to (11) into, for example, equation (2).
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etc

Finally, re-arranging formula (3) gives the three-way interaction term
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The rates of entry are also broken down into 15–59 and 60+ age groups (j = 1, 2, …, 5, and j = 6 respectively). This allows the effects of changes in the age of eligibility for NZS on rates of entry to be isolated. Changes in these rates of entry are defined as 
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[image: image112.wmf]å

=

·

-

=

D

È

D

D

6

1

1

1

2

)

(

j

j

j

e

r

p

a

p

e

 (14)

[image: image113.wmf]å

å

å

=

=

=

-

-

=

D

È

D

D

5

1

1

5

1

1

2

5

1

2

5

1

)

(

j

j

j

j

j

j

j

e

a

r

p

r

p

e

 (15)

[image: image114.wmf]16

16

26

26

6

)

(

e

a

r

p

r

p

e

-

=

D

È

D

D

 (16)

[image: image115.wmf]å

å

å

=

=

=

-

-

=

D

È

D

D

5

1

1

5

1

2

2

5

1

1

5

1

)

(

j

j

j

j

j

j

j

e

a

r

p

r

a

e

 (17)

[image: image116.wmf]16

26

26

16

6

)

(

e

a

r

p

r

a

e

-

=

D

È

D

D

 (18)



[image: image117.wmf]å

·

·

-

=

D

D

j

j

j

e

a

r

p

p

e

1

1

1

2

)

(

 (19)

[image: image118.wmf]å

·

·

-

=

D

D

j

j

j

e

a

r

p

a

e

1

2

1

1

)

(

 (20)

[image: image119.wmf]å

å

=

=

-

-

=

D

D

5

1

1

5

1

2

1

5

1

)

(

j

j

j

j

j

e

r

p

r

e

 (21)

[image: image120.wmf]16

26

16

6

)

(

e

r

p

r

e

-

=

D

D

 (22)



The interaction effects are derived from these equations as in formulae (12) and (13).

A1.2 
Calculating shares of entry growth by subgroup

Using the notation defined in Appendix 1.1, the effects of the change in inflow rates for each age group j = 1 to 6 between two time periods (
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From equation (11) in Appendix 1.1, the effects of changed rates of entry on entry growth can be defined for age group j as
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The effect of changed rates of entry in age group j and subgroup k is defined as 
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The population in year i, age group j and subgroup k is defined as 
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The share of entry growth (
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Summing equation (2) across subgroup k gives age-standardised subgroup-specific entry growth of 
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for all ages, and 
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for the under 60 years old population.

Equations (6) and (7) then give the shares of entry growth for the total subgroup k and the under-60 subgroup k respectively.
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Appendix 2: Benefit dynamics data

The benefit dynamics data set is based on data held on MSD’s benefit payments system (SWIFTT). By linking information recorded for the same individual over time, the benefit dynamics data set builds up a longitudinal picture of individual benefit experiences.

At the time of writing, the data set held details of the benefit histories of every individual who received a main working-age benefit between 1 January 1993 and 31 December 2002. It provides basic information on their demographic characteristics and traces their changing benefit status from the beginning of the study period (for benefits current at that date) or from the date they are first granted benefit in that period (for new grants). It also traces the benefit histories of partners and dependent children included in benefits.

A key strength of the data set is that it covers the entire population of people having contact with the benefit system over the period covered. This enables us to calculate duration, enumerate inflows, and stratify these measures for narrowly defined subgroups, without encountering the problems associated with sampling error. Its administrative nature also means that we do not encounter problems of recall error and non-response bias and, as a result, can obtain a more accurate account of benefit experiences than could be obtained through a sample survey.

But like other longitudinal data sets built from administrative data, the benefit dynamics data set has its limitations.
· It is limited in its scope to the information that is collected in the process of benefit administration.

· It is limited to information relating to periods of benefit receipt. Robust measures of work status, health and incapacity status, income levels and family circumstances between periods on benefit are not available.

· For measures that are collected, the proportion of people for whom information is missing can be sizeable. This is particularly problematic for ethnicity in the early part of the study period and reason for cessation throughout the study period. 

· Changes in status that are recorded may be the result of administrative practices rather than genuine changes in recipient circumstances. For example, if a person fails to make contact when requested, their benefit may be suspended and then cancelled, but subsequently re-granted when contact is re-established. The person’s circumstances (eg unemployment, incapacity or sole parenthood) may have remained unchanged throughout.

· The quality of the data is highly dependent on the accuracy of reporting by clients and coding by front-desk staff. 

· Finally, the data set is a “cleaned” reconstruction of the original SWIFTT source data for each individual. Findings will, to some extent, be sensitive to the choices and assumptions made in assembling the data.

Some of the key assumptions made in assembling the data are as follows.

· If a person is observed shifting their claimant status from being the primary recipient of benefit to the partner of a primary recipient or vice versa, a new spell is considered to have commenced.

· Where we observe two spells on the same benefit separated by less than 15 days, they are amalgamated and treated as a single, uninterrupted spell.
 

· Where we observe a single spell interrupted by a period in which benefit payment is suspended for a period of more than 14 days, it is treated as two separate spells. 
· Where a person transfers from a two weekly to a weekly version of the same benefit,
 or between a benefit and its Community Wage equivalent,
 this is treated as a continuation of the original spell on benefit. Similarly, where a person transfers from Emergency Sickness Benefit to Sickness Benefit,
 this is treated as a continuation of the original spell. 

In the current study, we use the benefit dynamics data to undertake a cohort-based analysis of growth in IB and SB. We create cohorts based on the date of grant for a spell on those benefits. All individuals granted a given benefit as a primary beneficiary in a calendar year appear in the entry cohort for that benefit for that year. A person granted benefit more than once in a calendar year appears in the entry cohort for that year as many times as they were granted benefit.

The earliest entry cohort in the study is the cohort of grants in 1993. Data on the start dates for spells on benefit are less reliable prior to the 1992 introduction of SWIFTT. Our inability to analyse pre-SWIFTT spells limits our ability to draw definite conclusions about the contribution of changes in inflows and duration prior to 1993 to the growth in recipient numbers observed since 1993.

We consider a direct transfer on to IB or SB to have occurred where a spell of receipt of another benefit (or ACC weekly compensation) ends within the 14 days preceding the commencement of the IB or SB spell. 

We consider a direct transfer from IB or SB to another benefit to have occurred where a spell of receipt of another benefit begins within the 14 days following the cessation of the IB or SB spell.
Appendix 3: Incapacity groupings
Mental Disorders

Substance Abuse

Incapacity codes included by short name:


“171” = “Drug”

“170” = “Alcohol”

“172” = “Other substance abuse”
Intellectual disability

Incapacity codes included by short name:


“164” = “Intellectual handicap”
Depression

Incapacity codes included by short name:


“161” = “Depression”
Bipolar Disorder

Incapacity codes included by short name:


“162” = “Bipolar disorder”
Stress

Incapacity codes included by short name:


“160” = “Stress”
Schizophrenia

Incapacity codes included by short name:


“163” = “Schizophrenia”
Other Psychological

Incapacity codes included by short name:


“165” = “Other psychological/psychiatric conditions”
Neoplasms

Incapacity codes included by short name:

“104” = “Cancer”
Endocrine (Endocrine, nutritional, immunity and metabolic diseases)
Incapacity codes included by short name:


“140” = “HIV/AIDS”

“141” = “Other immune system disorders”
“150” = “Diabetes”

“151” = “Other metabolic and endocrine disorders”
Nervous (Diseases of the nervous system and sense organs)
Incapacity codes included by short name:


“120” = “Epilepsy”

“121” = “Multiple sclerosis”

“180” = “Blindness”

“181” = “Other visual/eye (partial blindness)”

“182” = “Hearing/ear”

“122” = “Parkinson’s disease”

“123” = “Muscular dystrophy”
“124” = “Other nervous system disorders”
“183” = “Other sensory disorders”
Circulatory (Diseases of the circulatory system)
Incapacity codes included by short name:


“130” = “Heart disease”

“131” = “Stroke”

“132” = “Other cardiovascular conditions”
Respiratory (Diseases of the respiratory system)
Incapacity codes included by short name:


“107” = “Respiratory disorders”
Musculoskeletal (Diseases of the musculoskeletal system and connective tissue)
Incapacity codes included by short name:


“106” = “Musculoskeletal system and connective tissue disorders”

“195” = “Back pain/injury”

“196” = “Overuse injury (RSI)”
Congenital (Congenital abnormalities)
Incapacity codes included by short name:


“103” = “Congenital conditions”
Injury (Injury and poisoning)
Incapacity codes included by short name:


“190” = “Burns”

“191” = “Fractures, dislocations, soft tissue injury”

“192” = “Poisoning, toxic effects”

“197” = “Complications of medical or surgical care”

“193” = “Internal injuries”

“194” = “Injury to nervous system”

“198” = “Other injury”
Pregnancy (Pregnancy and complications of puerperium)
Incapacity codes included by short name:


“102” = “Complications of pregnancy”

“101” = “Pregnancy”
Digestive (Diseases of the digestive system)

Incapacity codes included by short name:


“111” = “Digestive system disorders”
Other (for IB analysis)

Incapacity codes included by short name:


“111” = “Digestive system disorders”

“102” = “Complications of pregnancy”

“101” = “Pregnancy”
“105” = “Infectious or parasitic diseases”
“108” = “Genito-urinary disorders”
“109” = “Blood and blood forming organs”
“110” = “Skin and subcutaneous tissue disorders”
Other (for SB analysis)

Incapacity codes included by short name:

“103” = “Congenital conditions”
“105” = “Infectious or parasitic diseases”
“108” = “Genito-urinary disorders”
“109” = “Blood and blood forming organs”
“110” = “Skin and subcutaneous tissue disorders”
Appendix 4: IB duration profile graphs over time

Figure A4.1 – Duration profiles for females 
– 1993, 1996, 1999 and 2002 IB entry cohorts

[image: image134.wmf]0

25

50

75

100

0

1

2

3

4

5

6

7

8

9

10

Years from date of grant

Percent remaining

1993

1996

1999

2002

 


Figure A4.2 – Duration profiles for males 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.3 – Duration profiles for ages 15–19 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.4 – Duration profiles for ages 20–29
 – 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.5 – Duration profiles for ages 30–39 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.6 – Duration profiles for ages 40–49 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.7 – Duration profiles for ages 50–59 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.8 – Duration profiles for ages 60 and over 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.9 – Duration profiles for New Zealand and Other European ethnicity
– 1996, 1999 and 2002 IB entry cohorts
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Figure A4.10 – Duration profiles for New Zealand Māori ethnicity 
– 1996, 1999 and 2002 IB entry cohorts
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Figure A4.11 – Duration profiles for Other ethnicity 
– 1996, 1999 and 2002 IB entry cohorts
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Figure A4.12 – Duration profiles for Pacific ethnicity 
– 1996, 1999 and 2002 IB entry cohorts
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Figure A4.13 – Duration profiles for bipolar disorder 
– 1996, 1999 and 2002 IB entry cohorts
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Figure A4.14 – Duration profiles for substance abuse 
– 1996, 1999 and 2002 IB entry cohorts
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Figure A4.15 – Duration profiles for injury 
–1996, 1999 and 2002 IB entry cohorts
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Figure A4.16 – Duration profiles for DPB and WB transfers 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.17 – Duration profiles for SB transfers 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.18 – Duration profiles for UB transfers 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Figure A4.19 – Duration profiles for non-transfers 
– 1993, 1996, 1999 and 2002 IB entry cohorts
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Appendix 5: SB duration profile graphs over time

Figure A5.1 – Duration profiles for females 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.2 – Duration profiles for males 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.3 – Duration profiles for ages 15–19 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.4 – Duration profiles for ages 20–29 
– 1993, 1996, 1999 and 2002 SB entry cohorts

[image: image156.emf]0

25

50

75

100

0 1 2 3 4 5 6 7 8 9 10

Years from date of grant

Percent remaining

1993

1996

1999

2002


Figure A5.5 – Duration profiles for ages 30–39 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.6 – Duration profiles for ages 40–49 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.7 – Duration profiles for ages 50–59 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.8 – Duration profiles for ages 60 and over 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.9 – Duration profiles for New Zealand and Other European ethnicity 
– 1996, 1999, and 2002 SB entry cohorts
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Figure A5.10 – Duration profiles for New Zealand Māori ethnicity 
– 1996, 1999 and 2002 SB entry cohorts
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Figure A5.11 – Duration profiles for Other ethnicity 
– 1996, 1999 and 2002 SB entry cohorts
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Figure A5.12 – Duration profiles for Pacific ethnicity 
– 1996, 1999 and 2002 SB entry cohorts
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Figure A5.13 – Duration profiles for depression 
– 1996, 1999 and 2002 SB entry cohorts
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Figure A5.14 – Duration profiles for intellectual disabilities 
– 1996, 1999 and 2002 SB entry cohorts
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Figure A5.15 – Duration profiles for stress 
–1996, 1999 and 2002 SB entry cohorts
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Figure A5.16 – Duration profiles for substance abuse 
– 1996, 1999 and 2002 SB entry cohorts
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Figure A5.17 – Duration profiles for endocrine disorders 
– 1996, 1999 and 2002 SB entry cohorts
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Figure A5.18 – Duration profiles for nervous disorders 
– 1996, 1999 and 2002 SB entry cohorts
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Figure A5.19 – Duration profiles for DPB and WB transfers 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.20 – Duration profiles for IB transfers 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.21 – Duration profiles for UB transfers 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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Figure A5.22 – Duration profiles for non-transfers 
– 1993, 1996, 1999 and 2002 SB entry cohorts
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� SB and IB are income tested, non-contributory social assistance benefits. ACC weekly compensation is employment-related social insurance where payments are related to past earnings but not tied to individual contributions. None of the payments are time limited, but all are payable only as long as the incapacity persists.


� Throughout this paper, Sickness Benefit is taken to include both Sickness Benefit and Sickness Benefit – Hardship (formerly Emergency Sickness Benefit) and their Community Wage equivalents.





� Appendix 2 provides a description of the benefit dynamics data on which the analysis is based.


� Averages for years ended March (Labour Market Statistics 2002, Table 1.01).


� Labour Market Statistics 2002, Tables 3.05 and 3.13.


� Based on numbers of long-stay (over three months) residents of mental health hospitals published in Mental Health Data and MSD data on numbers of recipients of the hospital rate, it is estimated that the proportion of long-stay residents receiving the hospital rate of IB at 31 December 1989 was 56%. This take-up rate had increased to 75% by 1993. Assuming that it trended upwards to 90% by 1999, we estimate that, in 1999, there were around 3000 people living in the community who would have been long-term hospital residents under the 1989 regime. Assuming that 90% of these people were qualified for IB on the basis of income, we estimate that deinstitutionalisation brought around 750 new recipients on to IB between 31 December 1989 and 31 December 1999. 





� Benefit rates for married people with children receiving IB were actually increased slightly.


� Existing recipients were “grandparented” on the previous rates.


� We did not examine whether the individuals in these flows had lost entitlement because they had been assessed as having capacity to work (being “vocationally independent”).


� Defined as those people personally qualified for the benefit. This excludes people paid the benefit as a “dependent spouse”.


� Actual counts of cessations vary from those shown. This is because details are extracted as at the time the cessation action was entered into the benefit payments system SWIFTT and not as at the date the action may take effect. Change in numbers in receipt over a year may not equal grants less recorded cessations as a result. By obtaining cessations by subtraction in the figures shown, we avoid this problem.


� Given the 1993 start date of the benefit dynamics data, we are not able to apply the approach to people who came on to these benefits prior to 1993. For IB, these people continue to make up a significant proportion of recipients, even at the end of the study. 


� Note that the NZS age rise is likely to be the main explanation for the growth in inflow rates at ages 60–64, but other factors may have also contributed. This could be explored further by examining the increase in inflow rates by single year of age. This is not pursued in the current report. 


� Defined as a period of continuous receipt of IB without any breaks exceeding two weeks.


� This figure plots what is more commonly termed an “empirical survival function”. We refer to this as a “duration profile”. 


� The plot becomes less stable at the tail due to the small numbers granted IB at the very beginning of 1993.


� SWIFTT data shows that the percentage of grants referred for review after one year increased from 33% in the last six months of 1996 to 39% in the last six months of 1997. The likelihood that the changes observed reflect the introduction and increased application of designated doctor reviews could be formally tested by comparing plots for those who were and were not referred for reviews. This would require the addition of new variables to the benefit dynamics data set.


� We adopt this definition because the majority of people who return to IB after cessation do so within a year.


� We examine changes in inflows by comparing the size of annual entry cohorts. These include all grants of IB in a calendar year. Those granted that benefit more than once in the year have all their spells counted. See Appendix 2 for more information on methods and assumptions. 


� However, this population growth is likely to overstate growth in the population eligible for IB, as recipients must have been resident in New Zealand for at least the last 10 years. There is, as a result, a 10-year lag before that part of population growth that is due to immigration (which was larger at the beginning and the end of the decade under consideration) affects numbers eligible for IB. No attempt is made here to obtain a better estimate of the change in the size of the potentially eligible population. This is an area for further work. 


� The percentage of the population aged 15–64 that was aged 40 or over increased from an estimated 40% as at June 1993 to 46% as at June 2002 (Statistics New Zealand, resident population estimates as at 30 June 1993–2002). 


� The growth in entry rates among people in this age group slowed from 2001 as the transition in the age of eligibility for NZS was completed. It did not halt completely, however, and this is likely to partly reflect the gradual phasing out of the Transitional Retirement Benefit.


� Given that population estimates overestimate the size of the potentially eligible population (see note 20 above) and therefore the denominator in the calculations of inflow rates, these estimates represent an underestimate of the proportion of the actual eligible population taking up IB each year. 


� See Appendix 1.1 for a formal presentation of this approach.





� This is a lower bound estimate of the actual contribution because it excludes interaction effects.


� The comparison cannot be made for the period 1993–2002 because benefit receipt in the year prior to 1993 cannot be examined.


� Appendix 1.2 details the derivation of this table and others in this section that estimate shares of growth.


� This grouping includes Unemployment Benefit, Emergency Unemployment Benefit, 55+ Benefit, Independent Youth Benefit, Young Job Seekers Allowance and Training Benefit, and their Community Wage equivalents.


� Note that these figures are not standardised for changes in age structure. 


� It may have contributed to some of the growth observed between years within that period, however.





� Due to the unavailability of data, we are unable to assess whether IB numbers were also affected by increasing numbers of people temporarily taking up that benefit while waiting for their entitlement to ACC weekly compensation to be assessed. 


� Educational qualifications are captured for those who have been registered as job seekers. Insufficient numbers of IB entrants have been registered as job seekers for the data to be reliable


� Note that recipient numbers presented here are drawn from the benefit dynamics data set as at 31 December each year. Because of the assumptions and data cleaning approaches detailed in Appendix 2, these may differ from counts obtained directly from SWIFTT for these dates. 


� Each demographic breakdown (eg gender, ethnicity, age) requires numerous duration profiles when we make comparisons over time, resulting in more graphs than can be easily presented in the text. Selected graphs will be presented in the Appendices, while all others are available on request from the authors.


� Note that the ethnicity code used for each individual is that most recently recorded in SWIFTT at the extraction date for the benefit dynamics data. This minimises the proportion of individuals for whom ethnicity is unknown. Given this approach, the figures shown will differ from time series data drawn directly from SWIFTT. These are based on ethnicity as it was recorded for each individual at each date in the time series, and therefore display a higher number with unknown ethnicity at earlier dates. 


� Ethnicity is more likely to be unknown for those who died soon after grant and had no further contact with the benefit system as a result. This explains the short duration profile for this group.


� Each individual can have up to four incapacities recorded. These are ranked by medical practitioners in order of severity. In many cases, the ranking given does not seem to be well recorded as it often follows the order in which incapacities appear on the form. In most cases, only a single reason code is present so this does not impact on accuracy. In cases where more than one reason code is entered, however, the highest ranked code may not always be the most severe. The extent of the error is uncertain. 


� Changes in highest ranked incapacity that might occur as the spell on benefit progresses are not, therefore, captured.


� Note that the incapacities used are either those recorded at the 1995/1996 transition to the new codes (for those in receipt prior to that date) or the incapacity coded at entry for those who entered benefit after that date. Given this, and given that they are based on benefit dynamics data, the figures presented here may differ slightly from time series data drawn directly from SWIFTT. 


� In the tables and figures presented in this section and in Section 3.4, destinations are determined according to the following prioritisation. If a direct transfer to SB as a primary beneficiary occurs, this is used as the destination. If a transfer to another benefit (either as a primary recipient or as a partner) occurs, this is used as the destination (Other ben). If no transfer occurs, information on reason for cancellation is used. If none of the non benefit reasons listed in the figure is recorded, then age at cancellation is used to infer whether the person has transferred to NZS. Otherwise, destination is set to “other”. 


� Note that the proportion of those exiting who were deceased after nine years would be somewhat higher than this. Benefit data provides information on status at cessation, but changes in status once off benefit are not captured.


� Overseas travel and imprisonment are based on data matches, movements to other benefits are identified with certainty from benefit dynamics data, and movements to NZS are inferred based on age at cessation.


� In assembling tabulations of destinations by subgroup, we seek to maximise the length of follow-up so as to identify destinations at cessation for as many people as possible, but we also need sufficient numbers to disaggregate by subgroup. Depending on data availability, this leads to comparisons over different lengths of time for the different analyses presented in this section. 


� Ethnicity is more likely to be unknown for those who died soon after grant and had no further contact with the benefit system as a result. This explains the high apparent mortality rates for those whose ethnicity is unknown. 


� By the beginning of 1996, pre-1993 entrants made up fewer than 16% of SB recipients. This had reduced to 2% by the beginning of 2003. See Figure 1.5.


� This is likely to be a more significant factor for SB because the length of residency required in order to qualify is shorter (two years compared with 10 years for IB, with provision to grant Emergency Sickness Benefit sooner in cases of hardship). As a result, that part of population growth that is due to immigration would be expected to have had a more immediate impact on SB inflows. 


� The growth in entry rates among people in this age group slowed from 2001 as the transition in the age of eligibility for NZS was completed. It did not halt completely, however, and this may partly reflect the gradual phasing out of the Transitional Retirement Benefit.


� Unless legally married. Existing recipients aged 16 and 17 remained on SB until they lost medical entitlement.


� The derivation of this table and others in this section that estimate shares of growth is detailed in Appendix 1.2.


� Due to the unavailability of data, we are unable to assess whether IB numbers were also affected by increasing numbers of people temporarily taking up that benefit while waiting for their entitlement to ACC weekly compensation to be assessed. 


� Note that recipient numbers presented here are drawn from the benefit dynamics data set as at 31 December each year. Because of the assumptions and data cleaning approaches detailed in Appendix 2, these may differ from counts obtained directly from SWIFTT for these dates. 


� Note that the ethnicity code used for each individual is that most recently recorded in SWIFTT at the extraction date for the benefit dynamics data. The effect of this is to minimise the proportion of individuals for whom ethnicity is unknown. Given this approach, the figures shown will differ from time series data drawn directly from SWIFTT. These are based on ethnicity as it was recorded for each individual at each date in the time series, and thus display a higher number with unknown ethnicity at earlier dates. 


� As with IB, we analyse the highest ranked incapacity recorded for the individual. For individuals who entered SB before the 1995 coding change, this is the highest ranked code recorded after the transition to the new codes. For individuals who entered after the change, this is the highest ranked code entered at the time their benefit was granted. Because we analyse incapacity coded at entry for the latter group, we avoid a problem with recording of incapacities on renewal forms for SB recipients. From late 2000, these offered medical practitioners only a shortened list of incapacities as tick boxes for recoding incapacities, corrupting the cross-sectional time series on incapacities.


� Demographic Trends 2002, Table 2.11.


� Note that ACC transfer data is only available since 1998, as is explained in Section 2.3.


� For SB, in close to half of these cases reason for cessation is recorded as “lack of medical coverage”.


� Those for overseas travel and imprisonment are based on data matches, those due to movement to other benefits are identified with certainty from benefit dynamics data, and those due to movement to NZS are inferred based on age at cessation. 


� This is intended to remove some of the administratively generated cessation and re-grant activity that occurs when clients fail to make contact when requested. It may have the unintended effect of removing some short spells off benefit that occur for other reasons. 





� From November 1996 onwards, recipients of IB, WB and DPB have been able to elect to receive benefit on a weekly rather than two weekly basis.


� The Community Wage replaced UB and SB between October 1998 and July 2001.


� Or from Emergency Maintenance Allowance to DPB.
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