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Introduction

The rise of the children’s movement in New Zealand and internationally reflects not only the increased awareness that children have unalienable rights as citizens but also a growing appreciation that a failure to invest adequately in children carries high long-term economic costs. There are no easy or quick fixes to child poverty in New Zealand or any other country but one obvious contributing factor to its growth and severity is the neglect of preventative measures aimed at supporting family incomes.
 

This discussion paper sets out the origins of family assistance and changes over time, and provides an indicative analysis of how families at different points on the income scale have fared since the introduction of Family Support in 1986. Problems have arisen from the failure to adequately adjust family tax credit payments for inflation, the effect of increased targeting and new principles for family assistance that were introduced in 1996. 

Welfare benefits, including the state pension are regularly adjusted for inflation. This adjustment is not regarded as new spending in annual budgets but is automatically accounted for, and included in the projections for coming years. Family assistance, however, has been the poor relation in the welfare system. Families with young children have endured ungenerous, tightly targeted supplements with no universal component and no automatic indexation. Illustrating this, while there were some changes announced in the 1996 budget, there was nothing at all in the next seven budgets until 2003 when there was a miniscule change of 1.78% to the threshold levels for abatement. In the meantime, universal indexed pensions for all are paid at age 65 regardless of employment status or wealth.

After eight long years, significant changes were finally signalled in the 2004 budget. The full implementation of the ‘Working for Families’ package however is delayed until April 2007 and there are no changes to family assistance before April 2005, leaving the deteriorating position for poor children in the current year 2004/5 unchanged. 

There is much to celebrate however. The pattern of inconsistency in the treatment of the young and the old has been broken with substantial new spending for some families from 2005/6 and the critical policy announcement of price indexation of all aspects of family assistance from 2008.  Nevertheless, the emphasis on work incentives remains. The ‘Working for Families’ package replaces the Child Tax Credit with an “In Work Payment” from 2006. The impact of this on working families’ incomes is highly significant but potentially divisive and may undermine any firm commitment to eliminating child poverty over time.
Conceptual issues in family assistance

Economic theory suggests that there may be two rationales for a child tax credit or a child benefit payment, both of which effectively decrease the total tax paid by the parent(s). The first rationale comes from the concept of horizontal equity. A couple with children is not in the same position to pay tax as a childless couple on the same gross income. Thus horizontal equity requires that, at each income level, the larger the family, the less tax should be paid. More formally, household income adjusted to give equivalised income could be the basis for deciding who is in the same horizontal position to pay tax. Income equivalence scales suggest that there are some economies of scale in larger households, and these in turn may be related to the ages of the children. The frequently used revised Jensen scale
 suggests that a couple with 4 children need 69% more income to have the same standard of living as they would without children (Statistics New Zealand, 1999).  The lower ability to pay of families should be reflected by a lower tax burden at all income levels based on the numbers (and maybe ages) of children - either through a tax credit or a cash payment such as a child benefit.

The other rationale comes from the concept of vertical equity that looks to improve the distribution of disposable income. In particular, the aim is to prevent poverty among families by the payment of a suitable income supplement targeted to families on low incomes.

New Zealand abandoned any attempt to provide for horizontal equity at all levels of income with the full targeting of family assistance from 1991. The sharp abatement of Family Support reflects the poverty prevention goal, while the introduction of the Child Tax Credit (CTC) and now the In Work Payment (IWP) is aimed at encouraging the return to work and independence from a welfare benefit.  The use of child-related payments to provide a work incentive is controversial. While it may be appropriate to reimburse some or all of child-related work expenses such as childcare, this can be done with dedicated subsidies. The use of per child tax credits to provide a work incentive excludes the childless, who may be more in need of an incentive.. Rather than using the crude tool of a ‘per child’ lump-sum payment, work incentives can be designed to encourage extra hours worked by rewarding extra work with extra disposable income. This might be achieved by a tax rate reduction or a reduction in the abatement of family assistance. 
  

In contrast to family tax credits, a universal child benefit is more closely associated with the child, not the income position of the parents. It allows for some degree of horizontal equity at all income levels. The income paid to the caregiver is not able to be clawed back and thus is not affected by changed circumstances of the parents such as separation, re-partnering or divorce. In the UK a substantial fully universal child benefit applies, and in Australia a payment of approximately $21 per child is paid to all but the very highest income parents (St John, 2003b).

Background

In 1946 the Family Benefit became fully universal and was paid at the rate of 10 shillings per week per child.
 (Beaglehole, 1993) noted that

A woman with two children received the equivalent of at least a full day’s pay for a labourer as benefits, unlike wages, were not taxed. Most women received more as the average number of children born to mothers in the 1950s was 3.4. (p.10).

However in the post-war period the Family Benefit was not indexed and the changes that were made to it were insufficient to maintain its purchasing power. Relative to average wages, its value declined from around 8% at the end of the war to about 3% by 1983. It remained unaltered at its 1979 level of $6 per week per child until it was finally abolished in 1991 when it represented less than 1% of average wages.

Family Support was introduced on 1 October 1986. It amalgamated several existing rebates and family payments to provide a single refundable tax credit based on joint parental income and the numbers of children (St John, 1994). One of the important underlying rationales for this change was that all children would be treated the same regardless of whether the source of parental income was low wages or a benefit. Family Support was initially paid at $36 for the first child and $16 for other children and abated for gross joint family income above $14,000 by 18 cents in the dollar. From 1988 Family Support abated by 18 cents in the dollar from joint parental income of $17,500 up to $27,000, and by 30 cents in the dollar above that. From 1990, rather than being equally divided, Family Support was all paid to the primary caregiver. This could be paid weekly on the basis of estimated joint income or as an end-of-year adjustment lump sum once all annual income was known.

Family Support is administered by the Department of Inland Revenue, although Family Support is paid by WINZ for those on benefits. If, at the end of the financial year, the actual joint income level turns out to be higher than estimated, families may have to repay some of their Family Support. The income calculation for Family Support includes any maintenance received, but allows any maintenance paid or child support contributions to be deducted. The income of a parent who does not live with the caregiver and child(ren) is not taken into consideration. 

In 1990, the Labour government initiated a wide-ranging review of the social security system. The Budget of that year proposed some major changes for families and for the benefit system to be introduced following the 1990 election. This new approach incorporated the important principle that the standard unit for benefits should be the individual. Thus the benefit of a couple would be twice the benefit of an individual who would have an add-on if he or she lived alone.

A new Family Benefit was announced as an amalgam of the old universal Family Benefit and the Family Support tax credit. It was designed to abate in much the same way as the Family Support had done but only down to the value of the Family Benefit, which provided a universal tier. Critically it was linked to the standard Universal Benefit level which in turn, was to be linked to wages through indexing to prices within a band of relativity to average wages.

The election of the National Government in November 1990 saw the concept of the Universal Benefit and the new Family Benefit abandoned. In a controversial move, in December 1990 it was announced that social security benefits would be cut from April 1991. Families with children on benefits such as the Domestic Purposes Benefit and Unemployment Benefit had a decrease of up to $27 a week representing a severe decline in disposable income.

The changes made to Family Support during the 1990s are detailed Box 1. In 1991, the Family Benefit was amalgamated with Family Support and the entire amount subject to abatement. The threshold and abatement rates were not adjusted, with the effect that abatement at 30 cents in the dollar extended much further up income range, especially for large families. In 1993 and 1994 some adjustments for subsequent children were announced with more significant changes introduced in 1996 as set out in Table 2 and discussed below.

Box 1: Family Support in the 1990s

Family Support was increased from 1 April 1991 by the amount of the Family Benefit which was abandoned. For additional children aged under 13 years, Family Support increased by $2 per week to $24 (from 1 Oct 1993) and to $27 (from 1 Oct 1994). For those aged 13 years and over, the rate became $35 (1993). Prior to October 1993 for two or more dependent children over the age of 16, the first child rate of $42 was paid for both. This treatment ceased under the new structure for new claimants. 

From July 1996, Family Support was increased by $2.50 per child rising to $5 by July 1998, with bigger increases for dependent children over 16. 

The Independent family tax credit, (now the Child Tax Credit) of $15 per child per week was introduced 1996-1998.
Abatement of Family Support. From 1 October 1994 for gross joint family income above $20,000 (changed from $17,500) Family Support reduces by 18 cents in the dollar up to $27,000 and by 30 cents in the dollar for incomes above $27,000. In 2003, the thresholds were increased to $20,356 and $27,481 respectively
Table 2: Weekly maximum rates of Family Support and CTC

	
	Prior to July 1996
	From 1 July 1998 
Family Support
	From July 1998 Family Support and child tax credit

	For the eldest child:

   Aged 0 to 15 years*

   Aged 16 years or over*
	$42.00

$42.00
	$47.00

$60.00
	$62

$75

	For each additional child:

   Aged 0 to 12 years

   Aged 13 to 15 years*

   Aged 16 years and over*
	$27.00

$35.00

$35.00
	$32.00

$40.00

$60.00
	$47

$55

$75


Source: Budget 1996.

* Families with older children are not analysed in this paper.
New principles for family assistance: 1996

From 1986 to 1996, all children from low income families were treated the same.
 The 1996 budget introduced a new concept for family assistance through a raft of measures under the banner of Family Plus. The most significant of these was the Child Tax Credit (CTC) initially known as the Independent Family Tax Credit, a name that reveals its ideological underpinnings. The assistance is restricted to families ‘independent’ of the state. Neither parent could be receiving an income-tested benefit, a Veteran’s pension, New Zealand Superannuation, a student allowance, or ACC for more than 3 months. As with other aspects of Family Plus, which include a parental tax credit and a family tax credit (of minor importance and not further discussed here), the family is only eligible if the criteria set out above are met. 

The Child Tax Credit is similar in all respects to Family Support except in who qualifies to get it. One valid way to interpret the 1996 changes outlined in Table 2 is that the families who qualified for the CTC were effectively given a catch-up for past inflation of $20 per child. This restored the real maximum value of Family Support for families of different sizes by 1998. Figure 1 illustrates the case for the one child family. 
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Figure 1: One-child maximum real family  
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Those families that did not qualify for the CTC, representing approximately 300,000 children, received only the $5 increase in their Family Support and thus were denied a meaningful inflation catch-up as illustrated in Figure 1. From 1996, family payments were to be partially dependent on the source of parental low income. To complicate matters, entitlement to the CTC is only for the days of the year that the parents are both ‘independent’ from the state. Families who are in and out of the benefit system are unlikely to receive full access to their entitlements as later concern around take-up rates demonstrates

Another worrying trend is that fewer families are claiming family assistance than we would expect. The system of tax-based family assistance does not link well with the benefit system. Without help of this type, it is difficult for people to move in and out of work without falling into the poverty trap of benefit or tax debt, sometimes both. (Ministry of Social Development, 2001) 
The purpose of the Child Tax Credit

The CTC is a labour market tool, based on the idea that it is important for people in work to be better off than those on benefits. It applies selectively, however, as only those with children are entitled to it. 

Because low wages are so low it is possible to give examples of how some parents in work are worse off unless there is something like the CTC in place
. But numerous criticisms of its usefulness as a labour market incentive can be mounted (Child Poverty Action Group, 2000, 2002). To begin, the CTC rewards independence from the state, not extra hours worked. It is complex for parents to understand and difficult to administer. The criteria are crude and discriminatory, for example a child may be denied $15 per week because one parent is old or disabled, or unfortunate enough to need ACC for more than 3 months or is a student on a student allowance. Rather than a carrot to encourage full-time work the CTC may act more as a punishment for those who lose their jobs.

In 1996, while in opposition, the Labour party publicised its intention, if elected, to amalgamate the CTC with Family Support, so all children would be treated the same again. It is remarkable, therefore that the CTC has been so ignored by the Alliance/Labour coalition Government. In 2002, the Child Poverty Action Group asked the Human Rights Commission for a ruling on the legality of the CTC given its highly discriminatory character (Child Poverty Action Group, 2002). The decision is pending.

The need to repay family assistance

It is widely believed that money specifically for children is more likely to be spent on children if it goes to the principal caregiver. Tax credits that are uncertain, maybe not accessed until the end of the year, are more likely to be absorbed in the main earner’s tax position. Family Support is usually paid to the principal caregiver, but some families wait until the end of the year and claim it as an end of year rebate. It is possible for families to find they have earned more than they anticipated and to have to pay some back.
The problems that arise when families find they need to pay back some of their Family Support in the end of year reconciliation because they have earned too much money have now been recognised by the Inland Revenue Department (IRD). The increasing level of debt is being tackled by initiatives whereby the IRD warns families of possible overpayment by monitoring their income during the year. This is welcome, because it reinforces the policy objective that Family Support should provide regular fortnightly payments for the child to the caregiver. There is, in effect, a real-time reconciliation reducing the possible negative consequences of increased earnings leading to loss of eligibility. 

Working for families: the 2004 budget

The 2004 budget introduced a raft of improvements in assorted assistance for families under the Working for Families package such as improvements to the Accommodation Supplement and child care subsidies, (analysed further in St John and Rankin forthcoming). For purposes here, Table 4 sets out the main changes to child-related payments. Significantly, the arguments against the CTC have fallen on deaf ears with a new ‘in work’ payment (IWP) replacing it from April 2007.

Table 4:  Working for Families: Maximum family assistance  2005-2007

	Maximum Family assistance
	Pre April 2005
	1 April 2005
	1 April 2006


	1 April 2007



	Family Support

Ist child 

Subsequent children


	47

32
	72

47
	72

47
	82

57

	CTC

Each child
	15
	15
	0
	0

	IWP

Per family $ per week
	0
	0
	60

+ $15 each child for 4 or more
	60

+ $15 each child for 4 or more

	Thresholds for abatement
	$20,356

$27,481
	$20,356

$27,481
	$27,500
	$27,500


The real value of financial assistance 1986-2008

In other countries there are complex mixes of tax arrangements and rebates for children and spouses. The best estimate of the assistance for children is the difference between what a family of a given size receives compared to a couple without children on the same gross earned income. Since reforms in the 1980s in New Zealand, family assistance has been simply the annual amount received by a family on a given income in the form of Family Support, CTC and, prior to 1991, the Family Benefit.  Real assistance has fallen both because ad hoc adjustments to the level of maximum assistance have not fully compensated for inflation, and because as wages rise with inflation, a fixed threshold for abatement results in reduced entitlement.

The analysis in this paper is for children aged under 13. Family Support for a second child aged 13 years or over was significantly increased in 1993 and 1996-1998. However there have been increases in user charges and losses of other assistance for older teenagers. More research is required to ascertain the real position of those with older children and this is not attempted here. 

Tables 3-6 in the Appendix show changes in the real value of family assistance from 1 October 1986 to the 2008 financial year for typical low-income families of different sizes.  From 2008, all aspects of family assistance will be indexed and adjustments made once the cumulative CPI is 5%. This is very welcome and will prevent the insidious erosion that the analysis in this paper shows has occurred since 1986.
Table 3 shows the real value of family assistance for a one-child low income family. This could be either a sole parent, or two-parent, one-earner family. The income level is taken to be 75% of Average Total Weekly Earnings (AWE) averaged for male and female (AWE Stats New Zealand). It is assumed that this hypothetical family’s income rises in line with movements in the AWE. Two positions are indicated, one for Family Support alone, the other where there is where there is entitlement to the CTC. The position for 2005-2008 is forecast.

Table 4 shows the same family on 100% of AWE and Tables 5 and 6 show the position for the family of two, and three children respectively on 100% AWE. While many other combinations of family size and income could be displayed, these tables are sufficient to allow some basic conclusions to be drawn.  

It is clear that once the package is fully implemented (year ended March 2008), the maximum value of Family Support has been restored in real terms. Maximum Family Support for the one-child family (shown in Figure 2) is back to where it was in 1986, while larger families gain slightly in real terms. Once the CTC and the IWP are factored in substantial real gains are made both at 75% and 100% of AWE.  The largest gains are made by the one child family: 59% at 75% AWE and 40% at 100% AWE.  The 2-child family on 100% AWE gains 36%, and the 3-child family on 100% AWE gains 32%. 

Children in families on benefits 

Families who miss out on the work-related payments because of their relationship with the benefit system have had their Family Support restored in real terms as shown in Figure 2. Their actual gain is less than is apparent however as also shown in Figure 2. This arises because there will be adjustments in 2005 with the first increases of Family Support that remove the child-related component of many of the core benefits. 
For a couple on a benefit with children, the margin above the childless rate $17.14 a week is removed.  For sole parents with one child the $70 paid above the single (over 25 years) benefit rate is not affected, but the supplement of $21.40 for two or more children will be removed. The impact of an approximately $20 adjustment for the one-child family is shown in Figure 2 by the third line. 

Figure 2 also makes clear that a bigger gap is opening up between the small family ‘in work’ and those not ‘in work’ because of first the CTC, and from 2007 the increase represented by the IWP. 
For the 2 and 3 child families the gap less pronounced as the IWP is set at $60 for all families of 3 or fewer children. In 2003 approximately 29% of children under 15 (253,000 children) lived in families supported by a main social welfare benefit (Ministry of Social Development, 2004).
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Even when the maximum family assistance is restored to its 1986 level, families do not receive compensation for the cumulative losses experienced from non-indexation to date. The introduction of the CTC in 1996 can be seen to have restored lost spending power of Family Support, but only for those families that qualified.  By denying the inflation catch up represented by the CTC to about 300,000 children, the government saved a cumulative $2 billion between 1986 and 2005.

Poor families, whether on benefits or not, are not helped by the budget until the 2005/6 financial year, and must suffer their poverty until then. In the meantime child poverty on the available evidence is intensifying.  For instance, the demand for food parcels at the Auckland City Mission doubled between 1996 and 2004. While the figures dipped in the year to May 2003, they rose sharply again in 2004 as shown in Figure 3. For the first three months of 2004, total food parcels increased 40% compared to the same period in 2003.
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Figure 3: Food parcels 1996-2004
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Incentives to work

The full targeting of all family assistance causes high effective marginal tax rates (EMTRs) over long income ranges, especially for larger families (Nolan P, 2004). The Budget package intensifies this problem because it enlarges the amount to be abated. All family assistance including the IWP abates from $27,500 of joint income from 2006. For joint incomes over $27,500 and up to $38,000, the EMTR including ACC levies, is 52.2%, and then to 64.2% beyond $38,000.

The EMTRs can be compounded by student loan repayment (to 62.2% or 74.2%) and/or loss of student allowances (to 87.2% or 99.2%) if there are older tertiary-age children living at home. 

The rationale for the IWP is to ensure work pays by providing a gap between those in benefits and those in work. Ironically the ‘in work’ payment creates the biggest gap for the smallest families because it is $60 regardless of family size up to 3 children. It is dependent on a work test of 30 hours for a couple and 20 hours for a sole parent, as well as independence from a main benefit. It will be complex to administer and losing it will be a large setback to families who need to go on a benefit for any reason.
Discussion

The changes signalled in the 2004 budget represent a significant real redistribution to working families. The picture for those who fail to qualify for the new IWP is less impressive. While these families appear to have their Family Support restored to the 1986 position, the offsets to the core benefits reduce this gain. There is no compensation for the lost income since 1996 when these families were denied the CTC which was part of the inflation catch-up in Family Support. It should be remembered also that the core benefits themselves were cut drastically in 1991 and the ‘working for families’ package does not include a restoration of their real level.

It would be possible to revamp the package to improve outcomes, especially in the short term. The equivalent of the CTC, i.e. $15 per week, could be paid immediately to those families who currently do not get it, and be backdated to the beginning of the financial year. The Family Support increase from 2005 could then be reduced by $15 for these families. An immediate temporary increase in Family Support of $15 would achieve the same end in a simpler way, but with the cost disadvantage that it would not be so closely targeted to those in need.  

The ‘in work’ payment is in need of rethinking. It has many undesirable features.   It drives a large wedge in family assistance between families in work and those on benefits. While it is no longer closely tied to the number of children, it is related to children and the presence of children is a condition of its receipt. To that extent it discriminates against poor children on the basis of the source of their parents’ income.  It will be hard to administer and complex for low income families to comply with. With the loss of jobs in the next recession it could result in a sharp drop in living standards for children whose parents need to access a main benefit. Overtime the danger is that real increases in its level are achieved at the expense of real increases in Family Support and the focus on reducing child poverty is lost.
Appendix

Table 3: One-child family on 0.75AWE* (under 13)   
	
	Oct 1986
	Year ended March 1994
	Year ended March 1999
	Year ended March

2004 
	Year ended

March

2005
	Year ended

March 2006
	Year ended

March 2007
	Year ended March 2008
	1986-2008 
%

change

	Average consumer price index 

June99 quarter = 1000
	625
	910
	1003
	1107
	1134*
	1163*
	1192*
	1222*


	95.5%

	Maximum nominal value of assistance

Includes Family Benefit ($ per week)
	42
	42
	47
	47
	47
	72
	72
	82
	95.2%



	Maximum value of FS in $2004 
	74.4
	51
	52
	47
	46
	66
	67       
	74.3
	0

	Average total weekly earnings ($)

Income threshold for abatement
	412

14 000
	587

17 500
	 670

20000
	758

20 000
	780**

20 000
	804**

20 000
	828**

27 500
	853

27 500
	107%

96%

	Annual income for low income family ($)
	16 070
	22 877
	26 130
	29 562
	30 420
	31 356
	32 292
	33 267
	

	Family’s weekly nom Family Support ($)
	35
	23.4
	25.7
	8
	0
	22.6
	42
	48.7
	100

	Family Assistance in ($)2004  
	62
	28.5
	28.5
	8 
	0
	21.5
	38.8
	44
	-29%

	Including the CTC $ 2004


	62
	28.5
	45.0
	23
	17.6
	35.8
	94.7
	98.5
	59%


AWE = total average weekly earnings (Stats NZ)

*CPI Projected to increase 2.5% pa

** AWE projected to increase 3% pa

Table 4: One-child family on AWE* (under 13)   

	
	Oct 1986
	Year ended March 1994
	Year ended March 1999
	Year ended March

2004 
	Year ended

March

2005
	Year ended

March 2006
	Year ended

March 2007
	Year ended March 2008
	1986-2008 
%

change

	Average consumer price index 

June99 quarter = 1000
	625
	910
	1003
	1107
	1134*
	1163*
	1192*
	1222*


	95.5%

	Maximum nominal value of assistance

Includes Family Benefit ($ per week)
	42
	42
	47
	47
	47
	72
	72
	82
	95.2%



	Maximum value of FS in $2004 
	74.4
	51
	52
	47
	46
	66
	67       
	74.3
	0

	Average total weekly earnings ($)

Ist Income abatement threshold ( 18%)

2nd threshold ( 30%)
	412

14 000


	587

17 500

27,000
	 670

20000

27,000
	758

20 000

27,000
	780**

20 000

27,000
	804**

20 000

27,000
	828**

27 500
	853

27 500
	107%

96%



	Annual income ($)
	21,424
	30,524
	34,840
	39,416
	40,560
	41,808
	43,056
	44,356
	

	Family’s weekly nom Family Support ($)
	16.3
	0
	0
	  0
	0
	0
	0
	0
	

	Family Assistance in ($)2004  
	28.9
	0
	0
	0
	0
	0
	0
	0
	

	With CTC ( in work payment) $ 2004


	28.9
	0
	0
	0
	0
	0
	39.2
	40.6
	40.4%


AWE = total average weekly earnings (Stats NZ)

*CPI Projected to increase 2.5% pa

** AWE projected to increase 3% pa

Table 5: Two-child family on AWE* (under 13)   

	
	Oct 1986
	Year ended March 1994
	Year ended March 1999
	Year ended March

2004 
	Year ended

March

2005
	Year ended

March 2006
	Year ended

March 2007
	Year ended March 2008
	1986-2008 
%

change

	Average consumer price index 

June99 quarter = 1000
	625
	910
	1003
	1107
	1134*
	1163*
	1192*
	1222*


	95.5%

	Maximum nominal value of assistance

Includes Family Benefit ($ per week)
	64
	64
	79
	79
	79
	119
	119
	139
	117.2%



	Maximum value of FS in $2004 
	113.4
	77.9
	87.2
	79
	77.1
	113.3
	110.5
	125.9
	11%

	Average total weekly earnings ($)

Ist Income abatement threshold ( 18%)

2nd threshold ( 30%)
	412

14 000


	587

17 500

27,000
	 670

20000

27,000
	758

20 000

27,000
	780**

20 000

27,000
	804**

20 000

27,000
	828**

27 500
	853

27 500
	107%

96%



	Annual income ($)
	21,424
	30,524
	34,840
	39,416
	40,560
	41,808
	43,056
	44,356
	

	Family’s weekly nom Family Support ($)
	38.3
	19.4
	9.5
	  0
	0
	9.3
	29.3
	41.8
	

	
	
	
	
	
	
	
	
	
	

	With CTC ( in work payment) $ 2004


	67.8
	23.6
	27
	13
	6.5
	38.5
	89.3
	92.2
	35.9%


AWE = total average weekly earnings (Stats NZ)

*CPI Projected to increase 2.5% pa

** AWE projected to increase 3% pa

Table 6: Three-child family on AWE* (under 13)   

	
	Oct 1986
	Year ended March 1994
	Year ended March 1999
	Year ended March

2004 
	Year ended

March

2005
	Year ended

March 2006
	Year ended

March 2007
	Year ended March 2008
	1986-2008 
%

change

	Average consumer price index 

June99 quarter = 1000
	625
	910
	1003
	1107
	1134*
	1163*
	1192*
	1222*


	95.5%

	Maximum nominal value of assistance

Includes Family Benefit ($ per week)
	86


	86


	111


	111


	111


	166


	166


	196


	%



	Maximum value of FS in $2004 
	152.3
	104.6
	122.5
	111
	108.4
	158
	148.6
	177.6
	16.6%

	Average total weekly earnings ($)

Ist Income abatement threshold ( 18%)

2nd threshold ( 30%)
	412

14 000


	587

17 500

27,000
	 670

20000

27,000
	758

20 000

27,000
	780**

20 000

27,000
	804**

20 000

27,000
	828**

27 500
	853

27 500
	107%

96%



	Annual income ($)
	21,424
	30,524
	34,840
	39,416
	40,560
	41,808
	43,056
	44,356
	

	Family’s weekly nom Family Support ($)
	60.3
	41.4
	41.5
	  15
	7.6
	56
	76
	95.9
	

	
	
	
	
	
	
	
	
	
	

	With CTC ( in work payment) $ 2004


	106.8
	50.4
	95
	60.2
	51.3
	98
	126.5
	141.2
	32%


AWE = total average weekly earnings (Stats NZ)

*CPI Projected to increase 2.5% pa

** AWE projected to increase 3% pa
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� This draft discussion paper draws on, and updates conference and working papers � ADDIN EN.CITE <EndNote><Cite><Author>St John</Author><Year>1994</Year><RecNum>137</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><REFNUM>137</REFNUM><AUTHORS><AUTHOR>St John,S</AUTHOR></AUTHORS><YEAR>1994</YEAR><TITLE>Delivering financial assistance to families: an analysis of New Zealand&apos;s policies and the case for reform</TITLE><PLACE_PUBLISHED>Auckland</PLACE_PUBLISHED><PUBLISHER>University of Auckland</PUBLISHER><TYPE_OF_WORK>Policy discussion paper</TYPE_OF_WORK><ISBN>18</ISBN></MDL></Cite><Cite><Author>St John</Author><Year>2001</Year><RecNum>197</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><REFNUM>197</REFNUM><AUTHORS><AUTHOR>St John,S</AUTHOR></AUTHORS><YEAR>2001</YEAR><TITLE>Financial Assistance for the young: New Zealand&apos;s incoherent welfare state</TITLE><PLACE_PUBLISHED>Auckland</PLACE_PUBLISHED><PUBLISHER>Department of Economics, The University of Auckland</PUBLISHER><TYPE_OF_WORK>Policy discussion paper</TYPE_OF_WORK><ISBN>23</ISBN></MDL></Cite><Cite><Author>St John</Author><Year>2003</Year><RecNum>352</RecNum><MDL><REFERENCE_TYPE>3</REFERENCE_TYPE><REFNUM>352</REFNUM><AUTHORS><AUTHOR>St John,S</AUTHOR></AUTHORS><YEAR>2003</YEAR><TITLE>Financial Assistance for the young: (1986-2003)</TITLE><SECONDARY_TITLE>Social Policy Research and Evaluation Conference 29th 30th April  2003</SECONDARY_TITLE><PLACE_PUBLISHED>Ministry of Social Development, Wellington</PLACE_PUBLISHED><URL>http://www.geocities.com/nzwomen/SusanStJohn</URL></MDL></Cite><Cite><Author>St John</Author><Year>2002</Year><RecNum>305</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><REFNUM>305</REFNUM><AUTHORS><AUTHOR>St John, S</AUTHOR><AUTHOR>Rankin, K</AUTHOR></AUTHORS><YEAR>2002</YEAR><TITLE>Entrenching the welfare mess</TITLE><PLACE_PUBLISHED>Auckland</PLACE_PUBLISHED><PUBLISHER>Economics Department Auckland University</PUBLISHER><TYPE_OF_WORK>Policy discussion paper</TYPE_OF_WORK><ISBN>24</ISBN></MDL></Cite></EndNote>�(St John, 1994, 2001, 2003a; St John & Rankin, 2002)� It represents work in progress. Comments welcome


� Child poverty is a complex problem, manifested in many ways eg. a high incidence of third world diseases, school transience, food hunger, failure to learn, child abuse, etc. See discussion � ADDIN EN.CITE <EndNote><Cite><Author>Child Poverty Action  Group</Author><Year>2003</Year><RecNum>1188</RecNum><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><REFNUM>1188</REFNUM><AUTHORS><AUTHOR>Child Poverty Action  Group,</AUTHOR></AUTHORS><YEAR>2003</YEAR><TITLE>Our Childen. The priority for policy</TITLE><PLACE_PUBLISHED>Auckland</PLACE_PUBLISHED><PUBLISHER>Child Poverty Action Group</PUBLISHER><EDITION>2</EDITION></MDL></Cite><Cite><Author>St John</Author><Year>2001</Year><RecNum>1176</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><REFNUM>1176</REFNUM><AUTHORS><AUTHOR>St John,S</AUTHOR><AUTHOR>Dale,C</AUTHOR><AUTHOR>O&apos;Brien,M</AUTHOR><AUTHOR>Blaiklock,A</AUTHOR><AUTHOR>Milne,S</AUTHOR></AUTHORS><YEAR>2001</YEAR><TITLE>Our children: the priority for policy</TITLE><PLACE_PUBLISHED>Auckland</PLACE_PUBLISHED><PUBLISHER>Child Poverty Action Group</PUBLISHER></MDL></Cite></EndNote>�(Child Poverty Action  Group, 2003; St John, Dale, O'Brien, Blaiklock, & Milne, 2001)�


� This scale has been criticized for assuming large economies of scale for extra children � ADDIN EN.CITE <EndNote><Cite><Author>Easton</Author><Year>2002</Year><RecNum>331</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><REFNUM>331</REFNUM><AUTHORS><AUTHOR>Easton, B</AUTHOR><AUTHOR>Ballantyne,S</AUTHOR></AUTHORS><YEAR>2002</YEAR><TITLE>The economic and health status of households</TITLE><PLACE_PUBLISHED>Wellington</PLACE_PUBLISHED><PUBLISHER>Wellington School of Medicine</PUBLISHER></MDL></Cite></EndNote>�(Easton & Ballantyne, 2002)�.


� This is the approach taken in Australia in the 2004 budget when the rate of abatement of family assistance was reduced from 30% to 20%. The Australian system does not have any per child tax incentives for working families alone. The UK has a working tax credit for all workers, while the US Earned Income Tax Credit is tailored to reward extra hours work.


� At the launch of the CPAG 2001 report in Wellington in January, the Deputy Prime Minister, Jim Anderton recounted how, in his family, the Family Benefit in the 1940s was enough to pay the rent.


� There are some modest child-related aspects of core benefits.


� See for example the Issues Paper for the 2001 Tax Review � ADDIN EN.CITE <EndNote><Cite><Author>McLeod</Author><Year>2001</Year><RecNum>134</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><REFNUM>134</REFNUM><AUTHORS><AUTHOR>McLeod, R</AUTHOR></AUTHORS><YEAR>2001</YEAR><TITLE>The Issues</TITLE><PLACE_PUBLISHED>Wellington</PLACE_PUBLISHED><PUBLISHER>New Zealand Government.</PUBLISHER><ISBN>Tax review 2001</ISBN></MDL></Cite></EndNote>�(McLeod, 2001)�, p98


� The number exceeds the numbers supported by a main benefit because the children of those on a student allowance, NZ Superannuation, ACC and others who fail to apply have also been excluded. 
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[image: image1.emf]Figure 1: One-child maximum real family  
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[image: image1.emf]Figure 3: Food parcels 1996-2004
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