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Abstract

This paper considers the labour market behaviour — employment and job search activj
(Unemployment Beneficiaries and some Domestic Purposes Beneficiaries) using
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Security Act 1964 are apparently met. Two measures of beneficiary status ar;
Income Survey) and administrative data (from the Ministry of Social Devel
a significant minority of work-tested beneficiaries are not meeting theiz al

Context and main conclusions

The three main tasks of a well-functioni
are:

Paying income support

sondition on their b tefit receipt or who
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System performance :4.. % dged on how well it

performs these three tasks. ;

International evidence suggests that non-take up of
welfare benefits by those eligible is both significant and
consequential (Hernanz ef al. 2004). However, there is no
systematic evidence on take-up in the New Zealand
context.

High quality evaluation evidence on system effectiveness
in getting people into work is also very limited in New
Zealand. The creation of Statistics New Zealand’s
Integrated Data Infrastructure (TDT) means that this issue
can now be better investigated.
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About 40% of people on work-tested benefits
may not be meeting their labour market
obligations, as they appear to be either working
too much or searching too little.

About one in three people being paid an
unemployment bénefit report no current job
search activity in the HLFS in the previous four
weeks.

e About one in five people being paid an
unemployment benefit report no job search
activity and no intention to seek work in the next
year.

e The proportion of unemployment beneficiaries
who met labour market obligations was
significantly higher in the labour market of
2011-2012 than it was in the tighter labour
market of 2007-2008.

e  The 2010 Future Focus reform, introducing part
time work-testing on DPBs with a youngest
child older than 6 years, appears to have had a
small positive effect on job search activity.

The analysis provides new information on the extent to
which beneficiaries who should be contributthg to
effective labour supply appear to be so doing.



The paper addresses only the issue of whether
unemployment beneficiaries’ individual obligations are
being met via examination of the extent to which they
anonymously report working hours and job search
activity during a reference week (“labour market
activity”), during which they were also recorded as in
receipt of unemployment benefit from Work and Income.

This paper does not further address eligibility regarding
the extent to which beneficiaries’ family income (whether
assessed via one potential earner in a sole parent family
or by shared income in terms of being partnered) may
render them ineligible for the benefit they are receiving.

Equally, it does not address the possible issue of
systematic under-reporting of hours of work by
Unemployment Beneficiaries.

Consequently, at least in these regard, the estimates
presented here are likely to be an over-estimate of the
extent to which obligations to the benefit system are
being met.

Data

However, there is a lag in the matching records, which
means the most recent data are for the June quarter 2011.
In addition, name coding in the HLFS has only been
sufficient for permitting matching from the December
quarter 2006.

As indicated above, data on hours worked and job search
activity of those on a benefit comes from the Household
Labour Force Survey (HLFS), which is run quarterly.

The MSD administrative register, rather than self-
reported receipt, is the best indicator of whether someone
is on a benefit. However, self-reports provide an
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(i.e. we only use
direct reports o by the individual
concerned).
In the second instance, da efit receipt come from
the Ministry of Soc Development  (MSD)
administrative benefit data&et. This MSD benefit data set
can in turn be matched to the HLFS via a recent
development in Statistics New Zealand’s Integrated Data
Initiative (IDI). The benefit data were individually
matched with the HLFS based on name, sex and date of
birth information common to both data sets. Matches
could be perfect or “close enough”, based on minor
variant in name spellings, once age and sex were
matched. About 87 per cent of HLFS records were
matched to the administrative data. The false-positive rate
is estimated to be less than 2 per cent. We examined
sensitivity to match type and found little or no evidence
of systematic differences. Because the HLFS is collected
quarterly, this data is in theory available quarterly.
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as taken reasonable steps to find full-time
oyment (s87 (1), see also s 102A, which emphasises
feing available for and taking reasonable steps to obtain

" suitable employment).

The purpose of the work test is to ensure that work-tested
beneficiaries maintain an “unrelenting focus” on getting
work (s 101 a). The Act was amended in 2001 to allow
for a Job Seeker Agreement. All work-tested clients are
required to enter into an agreement with Work and
Income. It sets out the assistance that Work and Income
will provide to assist the job seeker to obtain
employment, and the steps that the job seeker will take to
find employment or to improve their prospects for doing
so. The Job Seeker Agreement must specify job search
activities and may include employment or training
programmes to be undertaken by the job seeker.
Completing approved training may be counted toward the
fulfilment of work-test obligations.

The spouses and partners of unemployment beneficiaries
also have work test obligations. The work obligations of a
spouse or partner depend on the age of the couple’s
youngest dependent child, if they have one. There is a
full-time work test if they have no dependent children, or
if their youngest dependent child is aged over 18 years, or
aged 18 years and not engaged in full-time education or
training. There is a part-time work test if their youngest



child is aged 6-17 years, or aged 18 years and engaged in
full-time education or training.

Unemployment beneficiaries meeting labour market
activity obligations

Results

In terms of the unemployment benefit, we define the
following groups as those who appear to be meeting their
obligations to be available for and taking reasonable steps
to obtain work under the Act as those who:

A. Are employed part-time (<30 hours per week) but are
seeking to work more hours

B. Have a job to start in next 4 weeks or are waiting for
seasonal or prearranged job to start

C. Have looked for work in the last four weeks

This above definition of being active is generous in terms
of assessing whether the beneficiary is meeting the Act’s
requirements. In the case of those who would like to work
more hours (A), there is no evidence that they are takifig
any steps, let alone reasonable steps, to work more
nor that their desired shift to working mo -t b
take them into the full-time emplo merh

hours per week. Similarly, 1t 1s genarov

are waiting for a _]ob to sta j)
ed for work

‘a2 reasonable

(C);.a tlghte deﬁmt -‘
expectation might "
looking for .‘ &)

B. Employed part-t
hours

C. Not currently or in t past four weeks actively
seeking work

In the IS respondents are asked if they received any
benefits during the last two weeks. But the HLFS
reference week is the week prior to the interview date. It
may be that some people were on an unemployment
benefit only in the week that they were not responding
about, and thus were compliant with obligations during
the HLFS reference week. The numbers who made a
transition during a week are however likely to be low.
We believe it highly unlikely that many people start full-
time work at other than on a Monday, meaning that this
problem is unlikely to be large.
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Unemployment beneficiaries apparently not meeting their
obligations in the reference week in June 2011 are bolded
in Table 1 below, presented in terms of their detailed
labour market activity. The final row presents the bottom
line — the percentages summed across red categories
which represent the total proportion estimated to be not
meeting individual labour market activity obligations.

Regardless of the method used to identify beneficiaries,

the percentage not meeting labour market obligations is
tly higher than four in every
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“employment than those whose beneficiary
status is both self- reported and identified using the
ments data. In fact, one in three people who are on a
5 accordmg to payments data but who do not report
fefit receipt in the Income Survey report themselves to
employed full-time.

There are a number of possible reasons why people may
be apparently working full-time and still be on an
Unemployment Benefit. These reasons are canvassed
below. There may be other reasons for this finding of
which we are not aware. Overall, given the data
limitation, no definitive conclusions can be drawn as to
the reasons, or more likely the mix of reasons, which lie
behind the overall result..

People who respond with error regarding one dimension
of their outcomes - in this case receiving an
unemployment benefit — are also more likely to respond
with error regarding another dimension of their lives — in
this case hours worked.

One additional way of checking co-varying error is to
examine PAYE records — an objective measure of
employment-based labour market activity. The main
problems with using PAYE data to check with whether
employment obligations are being met is that (1) only
monthly earnings are measured not weekly earnings, (2)
relatedly, hours are not measured and (3) black ot grey
labour market activity is not measured. 23% of people on
an unemployment benefit in the June 2011 quarter



showed up as generating PAYE during the reference
month. This check showed that four per cent of people on
an unemployment benefit earned in excess of $2000 in
the reference month, effectively more than would be
generated by working forty hours per week for the entire
month at the minimum wage.

There may be administrative difficulties in removing
people who get work from the payment system, even
though beneficiaries have informed Work and Income
they are in full-time employment. This reason for the
observed numbers seems unlikely, in our view, to be
important - these sorts of mechanical actions lend
themselves to relatively bullet proof administrative
solutions.

Table 1: Labour market status of Unemployment Beneficiaries, June 20

receipt

There may be explicit recipient fraud. Legally, fraud in
this area means proving intent on behalf of the person
gaining from an activity to defraud. Since we do not have
access to information on intent, it is difficult to draw any
direct conclusions on this issue.

There are also likely to be people who may have
cognitive problems, mental health issues, forgetfulness, or
a lack of clarity about the eligibility rules and
consequently omit to inform Work and Income that they
are in full-time employment.

There may be match error, but this is unlikely to be
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Table 2: Self-reported benefit receipt among those receiving Unemployment Benefit

Reported ~ Did not report

benefit benefit

receipt in receipt in
Income Survey  Income Survey Total
Employed full-time s 31 10
Employed part-time and seeking more hours 7 16 9
Employed part-time and not seeking more hours 5 10 7

NLF and don’t intend looking for work in the next

year 21 19 21

NLF and intend looking for work in the next year
NLF and looked for work or have a job to start
Unemployed and seeking full-time work
Unemployed and seeking part-time work

Meeting obligations

Weighted count (N)
Un-weighted count (n)

Linked HLFS/IS-IR excluding proxy HLES
cell

e proportion of people not meeting the labour market

is broadly higher when the labour market is stronger
2000-2008) and weaker when the labour market is softer
1997-2000, 2009-2011). This inter-temporal pattern
suggests that as the unemployment benefit numbers
decline in good times, the overall stock of unemployment
beneficiaries contains a larger proportion of people who
are not really seeking work. When unemployment
numbers rise in bad times, there are a higher proportion of
genuine job seekers amongst the stock of unemployment
beneficiaries.

Analysis of trend
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Chart 1: Percentage of unemployment beneficiaries who do not appear to be meeting their obligations (either full-
time employed or not looking for work)
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Work tested-Domestic Purposes Beneficiaries

Work tests do not currently only apply to people on an
unemployment benefit. On 23 March 2010 Future Focus
benefits reforms were announced. These required sole
parents on the Domestic Purposes Benefit (DPB) with
children six years and over to be work-tested. This group
was required to look for part-time work. The work test
came into effect on the 27 of September 2010.

Results of non-activity rates by DPB and child age are
presented in Table 3 and 4. In June 2011, 36% of DPB
recipients with a youngest child over age 6 were not in
either employment (full- or part-time) or actively seeking
work. In other words, more than one third of work-tested
DPBs were not meeting their apparent job search
obligations, post-reform. By way of comparison,
however, activity of this group was much higher than
those with a child under age 6 on a DPB.

In order to naively examine the impact of policy reform,

Conclusion

There is a need for hig ty, regular monitoring
information on the effectivgfiess of the welfare system in
achieving its three major tasks — paying benefits to those
entitled, not paying benefits to those not entitled and
effectiveness in getting people into work.

This paper has addressed only a sub-set of one dimension
of these three major tasks. It is arguably important to
develop effective measures of all these major tasks.

In terms of the current welfare policy context, the fiscal
liability “investment approach” to welfare reform does
not acknowledge the issue of non-take up of benefits by
those who are entitled, and does not directly measure
effectiveness of the system in getting people into work. It
focusses on effectiveness in getting people off benefit and
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does not value gaining employment over other reasons for
leaving a benefit.

In terms of the dimension of welfare system performance
examined here, a significant number of people on work-
tested benefits appear, for a variety of possible reasons,
not to be meeting their obligations in terms of labour
market activity. They are apparently either working too
much or searching too little to meet their legal obligations
under the Social Security Act. It would be worthwhile
uch different lenses, including




