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introduction

The Prime Ministerial Task Force on Employment (ETF) paid considerable attention to issues surrounding young people, in the areas of education, employment and income support. This grew out of a recognition that there was deep concern in the community about young people and their employment prospects, which had been communicated to the Task Force in its public consultations. The Task Force (1994) noted that:

There is very good reason for this concern. Young people continue to experience much higher levels of unemployment than any other age group. The overall rate for 15-19 year olds was 20 per cent in June [1994]. The position of young Māori is much worse. Nearly 40 per cent of Māori 15-19 year olds in the labour force were unemployed during the same period.

The Task Force also noted that every year nearly 50,000 young people leave school. Most go on to further education and training, while some find jobs.

But for an estimated 7,000 young people, the future is bleak. Many in this group will drift towards unemployment. Some of these young people will become long-term unemployed without ever having had a job.

This paper examines the issue of whether current policy settings in the area of youth income support are providing appropriate signals to young people as they make choices about education, training and employment.

the youth employment strategy

In October 1994 the ETF released an "Interim Report on Education, Training and Employment Policy for Young People". This contained over 40 recommendations. In December 1994 the Government responded with the Youth Employment Strategy. One of the key principles of the strategy is that parents are responsible for financially supporting their young people until age 18. To this end it proposed that there should be restrictions on benefit eligibility for young people aged 16 and 17 years. It also proposed increases in the maximum amount of Family Support paid to parents in respect of these children. In situations where parental support is unavailable due to family breakdown, it proposed that the Independent Youth Benefit should remain as a safety net.

Full details of the youth income support proposals that form part of the Youth Employment Strategy are as follows:

· an increase in the age of eligibility for Training Benefit from 16 to 18 years;

· an increase in the age of eligibility for Sickness Benefit from 16 to 18 years;

· abolition of the Job Search Allowance for 16 and 17 year olds;

· amendment of the criteria for Independent Youth benefit to cover 16 and 17 year olds in training who are sick, and who are unable to be supported by their parents because of a family breakdown, and removal of the criteria that provides IYB in cases where a 16 or 17 year old has left home to move to an area with enhanced opportunities of employment or training;

· an increase in the age of eligibility for tertiary Student Allowance to 18 years;

· a reduction in the age of eligibility for secondary Student Allowance to the 18th birthday;

· an increase in the rate of Family Support paid on behalf of young people aged 16 and 17 years; and

· introduction of an Away-From-Home Allowance paid to the parents of 16 and 17 year olds who are living away from home while engaged in tertiary study or training.

The Youth Income Support Bill currently before the House will, if enacted, implement these changes to income support provisions for young people.

This paper focuses on one strand of the policy debate feeding into the Youth Employment Strategy which was concerned with how to minimise "perverse financial incentives" attracting young people into unemployment rather than into education and training. The paper opens with a background discussion of what financial incentives might exist in the current youth income support provisions and the extent to which these are likely to influence the participation of young people in education and training. It then examines the choices facing young people aged 16 and 17 years, and those aged 18 to 24 years, in separate discussions - which reflects one of the key principles of the Youth Employment Strategy, that parents are responsible for financially supporting their young people until age 18. The paper closes with a concluding discussion.

'PERVERSE FINANCIAL INCENTIVES'

"Perverse financial incentives" arise from differences in the criteria for entitlement to Student Allowance and Unemployment Benefit. Student Allowances for single students under the age of 25 years are paid at a range of rates depending on the taxable income of both parents and whether or not the student is living in the parents' home. For instance, if in the 1996 year the taxable income of both parents was greater than $45,759 and the student lived at home, he or she was not entitled to any allowance. If the student lived away from her or his parents' home, the parents' taxable income could be up to $50,752 before entitlement to an allowance was completely abated. If the taxable income of both parents was less than $28,080, the student was entitled to the maximum away-from-home or at-home allowance $118.74 and $94.98 net per week, respectively).

Social Welfare benefits for young people are subject to neither at-home rates nor parental income-testing
, so that young people reliant on income support who are living at home and/or whose parents have medium to high income receive a higher level of income than they would if they were participating in tertiary education.
 Young unemployment beneficiaries living away from home and with low-income parents face no financial disincentive (or only a small disincentive) to participation in tertiary education or training. The small financial disincentive arises because beneficiaries are eligible for Accommodation Supplement which is generally paid at a higher rate than the Accommodation Benefit they would receive from the Ministry of Education as a student.

This paper discusses the merits of policy proposals aimed at diminishing the financial disincentive for young people from middle and high-income families, and those who plan to continue living at home, to participate in further education and training. Specifically, it examines proposals for parental income-testing and at-home rates for young unemployment beneficiaries. These proposals were considered by Government, although they did not form part of the Youth Employment Strategy. The paper focuses only on policy proposals involving changes to the income support provisions administered by the Department of Social Welfare. It does not examine in any detail the proposed changes to Student Allowances (administered by the Ministry of Education) or Family Support / Independent Family Tax Credit (administered by the Inland Revenue Department).

The potential impacts of the policy proposals are examined in the light of information drawn from various sources about young people in New Zealand. The information covers participation in education and training, employment, reliance on income support, parental incomes and living circumstances. Despite the fact that much of the information has been drawn from the 1991 Census and, as such, is several years out of date, it nevertheless provides a basis against which to evaluate the potential impact of these specific policy changes.

to what extent do financial incentives impact on

participation in education and training?

There has been an increase in participation in both secondary and tertiary education over the past decade, resulting from factors unconnected with financial incentives, such as the decrease in employment opportunities for young people as well as increased aspirations. In considering the likely impacts of financial incentives, it is helpful to look at young non-working people in terms of three broad groups, although it should be recognised that in reality young people may belong to more than one group and are likely to shift between groups over time.

1.
Those who want to go on in education but are constrained by individual or family finances.

Despite the availability of support to low-income families, both in the form of family support for young people still at school and targeted Student Allowance, we cannot assume that young people from these families do not face financial constraints in pursuing further education and training. Financial constraints may also be experienced by young people from middle and high-income families whose parents cannot or do not support them. In addition, young people who are unsure of their ability to succeed in education and training may be loath to put financial pressure on their parents. Access to student loans should mean that no young person is debarred from pursuing tertiary education because of lack of parental support. However, student loans are a relatively new phenomenon and attitudes towards incurring a debt burden can be a deterrent.

A study commissioned by the Ministry of Education (1995) reported that 65 out of 532 young people in Auckland surveyed the year after their seventh form year had not attended a tertiary institution. Twenty-four of the 65 said that the level of tuition fees was a very important factor in this decision and a further 18 said that it was an important factor.

2.
Those who are having difficulties at school, or who having left school are unemployed or in casual work, and for whom there are not appropriate support services, education or training places available.

Some of this group may be in need of support services such as literacy training, counselling or drug rehabilitation before they are ready to return to education or training. There is evidence that despite ongoing advances to make the senior secondary school curriculum relevant to a wider range of students, through both the redesign of qualifications and the availability of vocational training and tertiary LINK courses, some young people can, as a result of a system that is unresponsive to individual and cultural identity have experiences which undermine their self-esteem.

3.
Those who find social welfare benefits more attractive than participation in education, training or employment for financial or lifestyle reasons or reasons associated with independence from parental support.

In particular, despite regular parental contributions (cash or in kind) being counted as income for benefit purposes, unemployed young people living at home can be in quite an advantageous position if they are receiving free board along with other parental subsidies such as cash, food, transport and clothing. Other young people might be attracted by the opportunity to strike out on their own, or to get away from parental oversight, with the support of a benefit. However, in recent years the attractiveness of unemployment has been reduced due to the increasing attention being paid to monitoring of the work test requirements.

A decrease in the relative attractiveness of social welfare benefits is likely to lead those in Group 3 to either find a job, or begin a course of education and training, or both. Those in Groups 1 and 2 may also respond in this fashion, but for these people it is likely that other factors will have an important influence on whether they move away from beneficiary status. As young people from low income families are currently under-represented in the tertiary sector, they require greater attention to processes ensuring a successful transition between school and post-school education and training.

We do not know to what extent young people of different family backgrounds, gender and ethnic groups fall into these broad groupings. We might expect that those groups which are currently under-represented in the tertiary sector - for instance young people from low-income families, and Māori and Pacific Islands students (as shown in Table 1) - would make up a disproportionate number of those in Groups 1 and 2, and would therefore be likely to be disproportionately represented among those requiring other factors to be dealt with before they are in a position to be influenced by financial incentives. If this is so, policy changes geared towards achieving neutral financial incentives could act in the short term to increase existing differentials in participation in education and training, and thus reliance on income support, by ethnic and income group.

Māori students have been a part of the recent trend of increased participation in senior school. In 1982 most Māori school leavers left after three years, whereas by 1992 most (61%) left after four years of secondary school. It is still the case, however, that substantial numbers of young Māori exit the schooling system with few or no educational qualifications (as shown in Figure 1). Māori youth can face barriers to further educational participation which include institutional racism, peer pressure, lack of cultural understanding and acceptance, poor student-teacher communication and feelings of being pushed to leave (Te Puni Kokiri 1993). Te Puni Kokiri promulgates the view that achievement of increased education and training by young Māori requires that the education and training system and institutions develop in ways which better serve the requirements of young Māori (e.g. Te Reo initiatives and promotion of entrepreneurial skills).

Table 1 Participation in Tertiary Education by Gender, Age and Ethnic Group

a) Participation Rates by Gender, Age and Ethnic Group

	
	Maori
	Pacific Islands
	Total Population

	
	Male
	Female
	Total
	Male
	Female
	Total
	Male
	Female
	Total

	Age
	(%)
	(%)
	(%)
	(%)
	(%)
	(%)
	(%)
	(%)
	(%)

	15-19
	6.2
	7.5
	6.9
	5.0
	5.4
	5.3
	15.0
	15.9
	15.5

	20-24
	8.6
	8.2
	8.3
	9.2
	7.5
	8.3
	19.2
	18.7
	19.6


b) Composition of Participation by Sector for Ages under 25 by Gender and Ethnic Group

	
	University
	Polytechnic
	College of Education
	

	
	(%)
	(%)
	(%)
	

	Māori male
	45
	49
	6
	100%

	Māori female
	43
	37
	20
	100%

	Pacific Islands male
	44
	47
	9
	100%

	Pacific Islands female
	47
	35
	18
	100%

	Total males
	54
	43
	3
	100%

	Total females
	53
	34
	13
	100%


Source: Ministry of Education for participation and Statistics NZ for population (July, 1991)

Many Māori students do not progress far enough through their secondary schooling to attain sufficient qualifications to give them the opportunity to participate easily in tertiary education. However, since 1986 there has been a six-fold increase in the number of Māori enrolled in tertiary education from 3,350 to 18,257 in 1993, with the result that Māori students made up approximately 9% of all tertiary students in that year.

Figure 1 Education Attainment by Ethnicity

Highest Education Level (as % of total) for those aged 15-24 by Ethnic Group (1991 Census)
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Māori tertiary students in 1993 were most likely to be enrolled in polytechnics, whereas non-Māori tertiary students were most likely to be enrolled in university. The development of pre-entry courses designed to prepare Māori students for tertiary study and to equip them with the skills necessary for success in academic life has made tertiary education more accessible. Māori university students are older on average than non- Māori. Many do not come straight from school. This may be a reflection of a number of factors, including different patterns of achievement at school between Māori and non- Māori, the need to save up to pay for education, and the greater likelihood of Māori becoming parents at an earlier age than non-Māori.

The increase in both secondary school and tertiary participation over the past decade has been most pronounced for women. Women, on average, leave the parental home, form relationships and enter parenthood at an earlier age than men and are more likely to access an alternative source of income support as a result of entering sole parenthood - the Domestic Purposes Benefit. At the 1991 Census, 4% of women aged 15-19 years and 23% of women aged 20-24 years were either sole parents, married with children or living in de facto relationships with children. This compares with 0% of men aged 15-19 years and 6% of men aged 20-24 years. In the case of young Māori and Pacific Islands women, the proportions with children are higher. Nine per cent of Māori women aged 15-19 years, and 5% of Pacific Islands women aged 15-19 years, were either sole parents, married with children or living in de facto relationships with children. In the 20-24 years age group the corresponding proportions were 46% for Māori women and 30% for Pacific Islands women.

Currently, there are insufficient support services, childcare facilities and forms of education and training to match the requirements of every young person. If there were, then more young people would be in a position to respond to financial incentives. 

CHOICES FOR 16-17 year olds

Young people aged 16 and 17 years have no entitlement to Unemployment Benefit. Currently, Job Search Allowance and Training Benefit can be received by this age group at a net rate of $94.56 per week. Job Search Allowance is available to those who have been working or training for at least six months since turning 16 and is paid for a maximum of 13 weeks. Training Benefit is generally paid for attendance at a TOP
 course. Of young people aged 16 and 17 years, 3.8% participated in TOP in 1993. Participants in the Conservation Corps programme receive an allowance from the Ministry of Youth Affairs equivalent to the Training Benefit. Of the 876 participants in the Conservation Corps programme in 1992/93, 24% were 16 or 17 years old.

TOP courses for this age group provide an avenue for gaining specific work-related skills, in an environment that may provide a more positive experience for some young people than did secondary school. The majority of TOP participants under age 25 are in the 16-17 years age group. Figure 1 shows the composition of 1993 TOP placements
 for Māori and non- Māori by age group and gender. In 1993, Māori made up 45.5% of TOP participants in the 14-17 years age group.

Figure 2 Composition of TOP Course Participation

Percent of TOPS Placements by Māori/Non- Māori, Age, Gender
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As there is currently a financial incentive to leave school to participate in a TOP course, the question must be asked whether or not the young people who do so are making appropriate choices, or whether they are being driven by a desire for financial independence. Since a wider variety of courses are becoming available in the senior secondary school it may be more appropriate that many of these people remain within the secondary school system. TOP is primarily designed as "second chance" education and there is an argument that it should not be accessed by people as an alternative to "first chance" secondary education.

One of the policy amendments outlined in the Youth Employment Strategy is intended to increase Family Support payments for young people aged 16 and 17 years. Another is to pay an Away From Home Allowance to parents receiving Family Support in recognition of the additional costs faced when 16 and 17 year olds are living away from home while engaged in tertiary study or training (not secondary school). These policies would encourage and assist-low income families to keep their children at school or in tertiary education and could result in some young people choosing to remain longer at school, with the potential to progress to tertiary institutions. The Youth Employment Strategy also proposes increasing the age of entitlement to Training benefit from 16 to 18 years. However, it is possible that removal of entitlement to Training Benefit could act to limit the constructive options available to this younger age group, particularly for young people for whom school was not a positive experience, because the costs incurred by a young person to undertake a training course are generally greater than the costs of attending school.

choices for 18-24 year olds

The participation rate in tertiary education for 18-24 year olds in 1993 was 19%, counting only full-time students. Adding in part-time students, the rate was 27%. In addition, 1% of 18-24 year olds participated in TOP in 1993. The following discussion examines the merits of two policy proposals, which are both aimed at increasing participation in education and training by neutralising the present financial incentive in favour of the Unemployment Benefit. One is directed towards young people from middle and high-income families and would involve the introduction of a parental income test for the Unemployment Benefit. The other is directed towards young people who intend to remain living at home and would involve the introduction of at-home rates for the Unemployment Benefit.

Parental Income-Testing

Various parental income tests already exist within the income support system for young people. Benefits which are at present subject to a parental income test include Emergency Maintenance Allowance for young mothers aged 16 and 17 years living at home with their parents, Emergency Sickness Benefit for pregnant 16 and 17 year olds living at home with their parents, Independent Youth Benefit in some situations, and Emergency Unemployment Benefit for students aged under 20 years and living with their parents over the vacation.

The parental income testing of Unemployment Benefit would result in a positive rather than a neutral incentive in favour of participation in education and training unless parentally income-tested beneficiaries were given access to loans on the same basis as students. This is unlikely to happen as there would be no expectation that loans could be paid back in the future.

There are, however, a range of other reasons which make parental income testing of the Unemployment Benefit for young people a less desirable option than it might at first seem. Firstly, parental income testing of beneficiaries would result in a loss of income to young unemployed people from middle and high-income families, thus increasing the competition for education, training and employment opportunities from these young people, so that, if there was an insufficient availability of training and education opportunities, young people from low-income families, including a substantial proportion of young Māori people, may be displaced.

Secondly, for young people access to an independent source of income plays an important role in aiding transition to adult roles such as independence, parenthood and home ownership. Students from middle and high-income families are expected to delay their transition to independence from parental support in return for a chance to improve their life opportunities. It may be seen as unfair to impose the same expectation on young people whose life opportunities are limited by a lack of labour market opportunities. The provision of training and work opportunities to unemployed young people through, for instance, the expectation that young people would undertake community work in return for income support from the state could mitigate this argument.

Thirdly, forcing unemployed young people to depend on their parents for financial support as well as for accommodation may place increased strain on inter-personal relationships in these families.

Fourthly, if the domestic Purposes Benefit became one of the few forms of income support available to young people which is not parentally income tested, a concern would be a possible increase in the rate of sole parenthood among young women.

At-Home Rates

Table 2, drawing on data from the 1991 Census, shows the proportions of those receiving Unemployment Benefit who lived at home. For recipients of the Unemployment Benefit aged 18-24 years, 44% of the women and 52% of the men lived at home. For the population as a whole, 9% of 18-24 year olds were living at home, and this provides an estimate of the proportion of this age group which would be affected by the introduction of at-home rates for 18-24 year olds. On the same basis, 15% of all Māori and 15% of all Pacific Islands 18-24 year olds would be affected, while only 8% of 18-24 year olds in the European/other ethnic group would be affected. The ethnic/gender categories in this age group in the general population who would be most affected by the introduction of at-home rates for unemployment beneficiaries are Māori and Pacific Islands males.

Table 2 Proportion of 18-24 Year Olds Living at Home by Receipt of

	Unemployment Benefit, Ethnicity and Gender

	UB Recipients (% living at home)
	Total Population (% living at home)

	Māori
	
	

	Female
	43
	10

	Male
	50
	21

	Both sexes
	47
	15

	Pacific Islands
	
	

	Female
	52
	10

	Male
	56
	20

	Both sexes
	54
	15

	European/Other
	
	

	Female
	43
	6

	Male
	52
	10

	Both sexes
	48
	8

	Total
	
	

	Female
	44
	7

	Male
	52
	12

	Both sexes
	49
	9


Source: 1991 Census

Information on parental income is available from the Census for young people who lived at home. As Table 3 shows, among 18-24 year olds living at home in two-parent families, beneficiaries are more likely than students to be from low-income families. In 1991 22% of full-time students compared with 41% of unemployment beneficiaries aged 18-24 living with two parents had parents whose total income was less than $30,000. The implication of this is that the introduction of at-home rates for young beneficiaries would be more likely to create financial pressure among low-income families than is currently the case with at-home rates for students. At the 1991 Census, among Māori unemployment beneficiaries aged 18-24 who lived with two parents, 53% had parents whose total income was less than $30,000. This compared with only 35% of the European/Other ethnic group. Introducing at-home rates for young beneficiaries would thus be more likely to create financial pressure among Māori families than among families in the European/Other ethnic group.

Table 3 Parental Income of Young People Aged 18-24 Living at Home in Two-Parent Families, by Ethnic Group, by Gender and by Unemployment Beneficiary / Full-time Student Status 

	Two-Parent Family Income
	Māori
	Pacific Islands
	European/Other
	Women
	Men
	Total

	
	(%)
	(%)
	(%)
	(%)
	(%)
	(%)

	U.B.*
	
	
	
	
	
	

	<$30,000
	53
	68
	35
	40
	42
	41

	$30-$50,000
	31
	25
	35
	34
	34
	34

	$50,000+
	15
	7
	29
	26
	24
	25

	FT Study**
	
	
	
	
	
	

	<$30,000
	39
	55
	19
	23
	22
	22

	$30-$50,000
	31
	30
	27
	28
	28
	28

	$50,000+
	30
	15
	53
	49
	51
	50

	* UB figures indicate whether payment has been received in the last 12 months.

	** "FT Study" represents the sum of categories "full time study" plus "full time study and physical recreation/sport" reported by respondents as their main activity in the week prior to the census. Study includes training courses undertaken by employed persons.


Source: 1991 Census

If at-home rates for beneficiaries were to be introduced, one may expect that young people with lower-income parents would be much less likely to receive compensating support from parents than those with high-income parents. In addition, low-income parents may lose out through the young person being no longer able to afford to contribute the previous level of board payments.

At-home rates for the Unemployment Benefit would not necessarily lead to significantly improved educational participation for young people from low-income families who are already under-represented in education and training for reasons unrelated to the cost of living. They could, however, place a greater incentive on these people to increase their workforce participation. This may result in greater involvement with the casual job market, which is characterised by low wage rates and only limited opportunity for skill development. Even so, for young people with low prospects this is probably better than no labour market attachment at all.

The introduction of at-home rates could provide young unemployed people living at home with low-income families (and, in particular, young unemployed Māori) with a bigger increase in job-hunting incentives than would be the case for those from higher-income families who may be more likely to receive compensating levels of parental subsidy. However the employment opportunities available to young people are related to the level of qualifications held by them and, according to the 1991 Census, as shown in Figure 1, 37% of Māori aged 15-24 had no formal qualifications, compared with 15% of non- Māori in this age group.

The introduction of at-home rates for unemployment beneficiaries aged 18-24 years could also increase the financial incentive for young people to move away from home. Whether or not young people respond to the introduction of at-home rates by moving away from home would be influenced by the extent to which the income support available for living away from home reflects the increased costs, and the extent to which any material support from parents may be expected to drop off if young people are living away from home. At-home rates may also result in an increased incentive to live with relatives.

Overall, then, there is no certainty that the introduction of parental income-testing or at-home rates of Unemployment Benefit for young people would increase the participation in education or training of all groups of young people, without the support of other policy initiatives. Instead, if not complemented by parallel measures to expand employment, education and training opportunities, it could have a range of unintended negative effects for some groups including;

· displacement of students from low-income families by increasing competition for education places by young people from middle and high-income families;

· increased financial pressure on low-income families, which would have a disproportionate impact on Māori and Pacific Islands families;

· increased strain on inter-personal relationships between young people and their parents and increased incentives for young people to leave the parental home for financial reasons; and

· increased incentives for sole parenthood among young women.

It can therefore be concluded that the Youth Employment Strategy has wisely avoided recommending either of these options.

It should also be noted that the proposed youth income support changes need to be considered within the overall objective of the Youth Employment Strategy, namely that all young people under the age of 20 be engaged in education, training or work. Other initiatives in the Youth Employment Strategy that complement the proposed youth income support changes are:

· curriculum and assessment changes in the senior school;

· an increase in the school leaving age to 17 years from 1 January 1998; and

· individualised assistance (via Youth Action) for all job seekers aged 16-20 years who have been registered with NZES for 13 weeks or more.

The latter of these initiatives is now in action, as is the Secondary/Tertiary Alignment Resource (STAR) which allows for greater flexibility in senior secondary school including the provision of tertiary-type courses, both vocational and academic.

conClusion

This paper has explored the potential implications of alternative policies intended to diminish the financial incentives which may be leading young people to avoid participation in senior secondary and tertiary education and training in favour of unemployment. The merits of the alternative policies have been examined in terms of their potential impacts on participation in education and training, participation in employment, and income levels of young people. The paper separately examined the choices facing 16-17 year olds and 18-24 year olds, in recognition of one of the key principles of the Youth Employment Strategy - that parents are responsible for financially supporting their young people until age 18.

The proposals in the Youth Employment Strategy intended to redirect funding from Training Benefit, Sickness Benefit and Job Search Allowance for 16-17 year olds to increased Family Support payments for the parents of this age group, in order to assist low-income families to support their children to stay longer at school, may mean that some young people choose to remain longer at school, with the potential to progress to tertiary institutions. However, removal of entitlement to Training benefit from this age group could also mean that some young people who are not benefiting from what secondary school has to offer could (on the assumption that it is more costly to attend a training course than to attend secondary school) face financial barriers to participation in a form of training which would better suit their needs. Recent initiatives, including Youth Action and STAR, which support one of the key principles of the Youth Employment Strategy (to encourage young people who are thinking of leaving school early to stay on and get a head start toward career qualifications), are likely to reduce this problem.

The paper examined two policy options aimed at reducing the financial incentive for 18-24 year olds to avoid participation in education and training in favour of being unemployed, by bringing the criteria for receipt of Unemployment Benefit into line with the more stringent criteria for receipt of Student Allowance. It was concluded that these policies, if not complemented by measures to expand employment, education and training opportunities, could have a counter-productive impact on relative outcomes in terms of education and workforce participation of groups currently under-represented in the tertiary sector, in particular Māori and Pacific Islands youth and young people from low-income families. This is because groups who are currently under-represented in the tertiary sector also require non-financial factors to be dealt with before they are in a position to be influenced by financial incentives alone. Such non-financial factors can range from access to support services such as literacy training, counselling and drug rehabilitation through to the further development of education and training systems and institutions in ways which better serve the requirements of particular population groups, thereby facilitating their transition from secondary to tertiary forms of education and training. In addition, it was concluded that such policies could have a range of unintended negative effects for some groups of young people.

Parental income testing of the Unemployment Benefit for young people would result in a loss of income to young unemployed people from middle and high-income families and a positive financial incentive to participate in further education and training, as it is very unlikely that the equivalent of student loans could be made available to young unemployed people. The likely result would be to increase the competition for education, training and employment opportunities from young people from middle and high-income families, with the result that, if there were insufficient education and employment opportunities available, young people from low-income families, including a substantial proportion of young Māori people, may be displaced.

A reduced rate of Unemployment Benefit for young people living at home with their parents would diminish the financial disincentive to pursue education and training for young people who intend to continue living at home. However, this would not necessarily lead to significantly improved educational participation for young people who are already under-represented in education and training, for the reasons given above. The result could be, however, to place a greater incentive on these people to increase workforce participation. This may result in their greater involvement with the casual job market, which is characterised by only limited opportunities for skill development. For young people with restricted prospects, however, this is probably preferable to no labour market attachment at all.

A substantially greater percentage of beneficiaries living at home are from low-income families, compared with students. Therefore the introduction of at-home rates for young unemployment beneficiaries would be more likely to create financial pressure among low-income families than is currently the case with at-home rates for students. The ethnic/gender categories with the highest proportions who would be affected by the introduction of at-home rates for young unemployment beneficiaries are Māori and Pacific Islands males.

Any positive impact of the removal of financial incentives in favour of youth unemployment on participation in education and training may outweigh these potentially adverse impacts. However, given the drawbacks discussed, it appears that the Youth Employment Strategy has wisely avoided the policy options of parental income testing and at-home rates for young unemployment beneficiaries. An alternative way forward may be to bring the criteria for receipt of Student Allowances more into line with benefit eligibility by removing or diminishing the parental income test and at-home rates.
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� With thanks to Alex McKenzie, Social Policy Agency, for very helpful comments.


� There is a further provision that allows for the total taxable annual income of both parents to be reduced by $2,200 for each additional dependant aged 16-25 who is attending a tertiary or secondary institution full-time.


� There are some exceptions. See the discussion later in the paper on parental income-testing.


� The Unemployment Benefit for single 18-24 year olds has been $118.74 net per week since 1 April 1996.


� This study also indicates that cost minimisation factors influence choices about how to (as well as whether to) undertake tertiary study. For instance these factors may influence young people's decisions to attend an institution close to home, live with parents, choose courses that include a strong vocational component and abandon choices such as conjoint degrees in favour of cheaper, shorter single-degree courses.


� The Training Opportunities Programme provides both school leavers and long-term unemployed people who have low qualifications with opportunities to enter post-compulsory education and training.


� Young people may have up to three placements (i.e. courses attended) in one year.





