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TACKLING POVERTY

Key messages

Labour is committed to the elimination of poverty, and to improving the quality of life for individuals, families and communities, both economically and socially.
We recognise that the best way out of poverty is sustainable paid employment.  Our priority has been to create sustainable economic growth and increase the supply of quality jobs, so that families can be supported through paid work.
On 3 July 2008 the government is making three related announcements:

1. The Household Incomes Report confirms that the government’s policies, including Working for Families, are having a real impact on low-income families. 



And we are committed to continuing this work.
2. Changes to Special Needs Grants will provide additional targeted support for those in hardship
3. At the same time, Working New Zealand phase two (core benefit) will continue to support those on benefits into sustainable paid employment.

Further information on each of these areas is attached.

The Labour-led government is extremely proud of our record, but we acknowledge that we have not yet eliminated poverty. Achieving a just and fair society is an ongoing effort, and we will continue to strive towards this goal.

1.
Household Incomes Report 2008
This report (available on the Ministry of Social Development website www.msd.govt.nz) provides information on the household incomes of New Zealanders from 1982 to 2007 based on Statistics New Zealand’s Household Economic Survey (HES).    

Around 3000 households were interviewed between July 2006 and June 2007, and the questions asked about incomes for the previous twelve months.
The figures in the report reflect the impact of much of the Working for Families package, but do not capture the 1 April 2007 Family Tax Credit increases.
Household incomes continue to grow and income inequality reduces 
· From 2004 to 2007, median household incomes grew by 6% in real terms.

· Over the same period, income inequality reduced for the first time since it began to rise in the late 1980s.
· Incomes for low to middle income households grew much more rapidly than for above average income households –this is mainly attributed to the Working for Families package.
· Overall poverty fell from 19% in 2001 to 13% in 2007 using the Social Report measure. This represents a total of 190,000 fewer New Zealanders in households with incomes below the fixed poverty line in 2007 compared with 2001.
· At the same time, relative poverty also fell, reversing the upward trend that began in the late 1990s.

Child poverty rates fall
· from 2004 to 2007 child poverty rates fell on all the standard measures.

· this is the first time in two decades that child poverty rates have fallen on all measures at the same time.

· child poverty fell from 29% in 2001 to 16% in 2007 using the fixed line measure used in the Social Report. This represents a total of 130,000 fewer children in households with incomes below the poverty line in 2007 compared with 2001.

· the child poverty rate also fell using relative or moving line poverty measures. This reverses the upward trend that began in the late 1990s, and places New Zealand at the European Union median.

· in a time of strong income growth, it is a real challenge to reduce poverty when measured using a moving line measure, but this has been achieved because of three things:

· extra help to families with children through the Working for Families package,

· the strong economy, with high employment and low unemployment,

· the fall in numbers of children in families whose main source of income is a benefit (40,000 fewer in 2007 compared with 2004).

Poverty measures used in the report

The report uses two quite different ways of updating the ‘poverty lines’ over time. Each approach however has a valid and important story to tell, and the report uses both.

· The ‘fixed line’ approach maintains the real value of a chosen poverty line by adjusting it each survey with inflation (Consumer Price Index).  On this approach a household’s situation is considered to have improved if its income rises in real terms, irrespective of how its rising income compares with other households. The base year for the fixed line approach is currently 1998. 
· The ‘fixed line’ measure is the more fundamental in the sense that it reveals whether the incomes of low-income households are rising or falling in real terms.  Whatever is happening to average incomes, if more and more people end up falling below a ‘fixed line’ threshold, as happened in New Zealand from the late 1980s through to the mid 1990s, then there is likely to be wide concern about increasing poverty.
· The ‘moving line’ approach sets the poverty line as a proportion of the median income from each survey. On this approach the situation of a low-income household is considered to have improved if its income gets closer to that of the median household, irrespective of whether it is better or worse off in real terms.
· In a time of strong income growth, it is a real challenge to reduce poverty when measured using a moving line measure, as all incomes are increasing.

In addition, the report provides information on trends using incomes before and after deducting housing costs (BHC and AHC respectively).  The after housing cost measures allow more sensible comparisons between groups with quite different housing costs.
Poverty measures used in the report and associated child poverty rates

	Year
	Before housing costs
	After housing costs

	
	‘moving line’
	 ‘fixed line’
	‘moving line’
	‘fixed line’

	
	50%
	60%
	50%
	60%
	50%
	60%
	50%
	60%

	2001
	12%
	24%
	10%
	22%
	21%
	30%
	20%
	29%

	2004
	15%
	26%
	11%
	19%
	19%
	28%
	15%
	23%

	2007
	13%
	20%
	7%
	13%
	16%
	22%
	12%
	16%


(Shaded box is the measure used in The Social Report)
More to come in the next update in 2009

In June 2009 there will be a further update using the 2007-08 Household Economic Survey This update will capture the full impact of the Working for Families package, including the 1 April 2007 increases to the Family Tax Credit.
When the impact of the Working for Families package is more fully captured, further reductions in child poverty can be expected on all measures.
2.
Changes to Special Needs Grants 

Special Needs Grants are available to people who need one-off assistance to meet essential and immediate needs which they are unable to meet themselves.

They are available in a number of categories including food, health, medical, and other emergency situations.

This assistance is available to people regardless of whether they are also receiving a benefit or New Zealand Superannuation or not.

A person can make an application for more than one Special Needs Grant over the course of a year for any amount they require up to the maximum limits. 
Most people are not granted the full maximum amount limit in one application instead they get an amount which meets their emergency or essential need at the time.
· Increase to maximum limits for food grants

Approximately 280,000 special needs grants for food were made in the year to May 2008.

From 4 August 2008 the annual amount of financial assistance available through Special Needs Grants for food will double.

The government will be reducing the time period in which the maximum limits apply from 52 weeks to 26 weeks. This will mean that over a year people will be able to apply for up to twice the amount of the current limits.

The limits for food grants remain the same but because they will be available over a 26 week period people will have access to twice the current amount over a 52 week period.

	Limits for food grants by family circumstances
	Limit

	Single person with no dependent children
	$200

	Married, civil union or de facto couple with no dependent children
	$300

	Married, civil union or de facto couple or sole parent with 1 or 2 dependent children
	$450

	Married, civil union or de facto couple or sole parent with 3 or more dependent children
	$550


· Increase of limit for Other Emergencies grants
Approximately 15,500 Special Need Grants were made in the ‘Other Emergency’ category, in the year to May 2008. These grants are available where special circumstances exist in order to prevent people falling into serious hardship
From 4 August 2008, we are increasing the limit to $500 from $200 for Special Need Grants for the ‘Other Emergency’ category. 

There is still discretion to exceed this limit if a person has exceptional circumstances. 

3.
Working New Zealand Phase Two – a core benefit approach
Progress to date

Working New Zealand Phase One has delivered a range of policy, legislation and service delivery changes to significantly move the focus of working age support and services from main benefit types to individual circumstances. 

This includes the Job Search Service; changes to employment and training programmes to make them more widely available and the alignment of benefit rules to make the system easier to understand. All clients receive a service that helps them plan for their future, whether it is about work, or participation in their community.

There is now one medical certificate for people applying for Sickness and Invalid’s Benefits and people receiving an Invalid’s benefit don’t have to re-establish their condition at regular intervals if it is unlikely to change.
Specialist health and disability advisors work alongside case managers and clients, health and disability co-ordinators support health practitioners, and there are more staff working directly with employers in their workplace.
Next steps

Further service enhancements will focus on a simplified approach that continues the focus on the client first, reducing bureaucratic compliance for clients, and focusing on providing the appropriate services and support to enable clients to achieve positive outcomes in their lives.

Over the next nine months –
· From 11 August 2008, many clients will no longer be required to provide information to complete an annual review of their circumstances if nothing has changed in their lives. Instead, they will receive ongoing case management focused at helping them to achieve their goals.  This will reduce compliance activities for approximately 300,000 clients.
· From 30 September 2008, a new job matching tool will be implemented, which will enable much more efficient matching of clients, regardless of benefit type, to appropriate job opportunities and this tool will go online in late 2009.
· By 31 December 2008, Work and Income will have:
· built integrated case management into service delivery nationwide that wraps packages of support from various agencies around clients and their families.  
· established, in addition to the community link centre in Linwood, Christchurch more  community link centres in other parts of New Zealand, which provide wrap-around support for a client and their family. The centres are sites where public sector, NGO and community services can be delivered together.
· continued to develop health and rehabilitation services:

· through the Health and Disability Innovation Fund, expanding the coverage of existing services for mild to moderate mental health services and finalising contracts for Lifeskills for Work services (a series of seminars on self care and coping with stress to help clients in a work environment)  and ACC chronic pain management services
· established a joint Ministry and ACC rehabilitation framework that guides the approach to clients with rehabilitation support.
· From 1 April 2009, the Ministry of Social Development will amend a range of communication materials such as brochures, letters, forms, websites and training material to refer to income support rather than benefit names.

What will core benefit look like?
The type of income support a person is receiving will not be relevant to the service and support that they receive. Rather the service delivery model will have evolved to remove unnecessary compliance around benefit types. 

The Social Security system will be focused completely on delivering a tailored set of services to individuals based on their circumstances and those of their family to move them towards achieving the goals of participation in work and community life.
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