24 February 2025

Teéna koe

Official Information Act Request

Thank you for your email of 24 January 2025, requesting a copy of a report
regarding payment card sanctions.

I have considered your request under the Official Information Act 1982 (the Act).
Please find my decision on your request set out below.

Please find attached the following report which is quoted in the linked article in
your request:

e REP/24/5/412 - Policy decisions and options to progress the Traffic Light
System.

Some information is withheld under section 9(2)(h) of the Act to maintain
professional legal privilege. The greater public interest is in ensuring that
government agencies can continue to obtain confidential legal advice.

I will be publishing this decision letter, with your personal details deleted, on the
Ministry’s website in due course.

If you wish to discuss this response with us, please feel free to contact
OIA Requests@msd.govt.nz.

If you are not satisfied with my decision on your request, you have the right to
seek an investigation and review by the Ombudsman. Information about how to
make a complaint is available at www.ombudsman.parliament.nz or 0800 802 602.

Nga mihi nui

PP.

Anna Graham
General Manager
Ministerial and Executive Services

The Aurora Centre, 56 The Terrace, PO Box 1556, Wellington
— Telephone 04-916 3300 - Facsimile 04-918 0099
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To: Hon Louise Upston, Minister for Social Development and
Employment

File Reference: REP/24/5/412

Policy decisions and options to progress the Traffic
Light System

Purpose of the report

1 This report seeks confirmation of the policy intent of the Traffic Light System
(TLS) and initial policy decisions to inform detailed design. It also outlines
early thinking on how expanding the toolkit available to staff will help the
Ministry of Social Development (MSD) optimise interactions with clients to
support.employment outcomes.

Executive summary

2 You have asked MSD to deliver the TLS by 1 July 2025, with a Bill introduced
to the House in November 2024. Our plan allows for all enabling legislation
for TLS components to be in place with core components ready to go-live on.
1 July 2025. There will be work beyond this date to continue to build our
capacity to deliver further elements of the TLS, for example exploring .
opportunities to deliver Money Management more efficiently. We will provide
you with further detail on timeframes as design progresses.

3  We seek your confirmation that the TLS is intended to communicate to clients
they must comply with their obligations or risk being sanctioned, and to
expand the toolkit MSD staff have to respond to clients who are not meeting
their obligations.

The Aurora Centre, 56 The Terrace, PO Box 1556, Wellington
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We understand the purpose of non-financial sanctions is to provide an
alternative tool for staff to use in place of a financial sanction. We will provide
you with further advice on the application of non-financial sanctions, including
the best place to utilise them in the system and whether and how they work
with financial sanctions.

There are two options (see Figures 2 and 3) to determine how clients move
between settings in the TLS:

Option 1 — Rules-based. Clients progress through settings in a linear way
(Green to Orange to Red).

° Option 2 - Full discretion. Staff decide on a client’s setting based on their

10

11

individual circumstances in every instance of an obligation failure.

On balance, we recommend Option 1 - rules-based. This option best delivers
on the intent of the TLS to provide clear and easy to understand
communications to clients about what is expected of them. It is also closest
to our current settings, reducing the amount of change required for our staff
and is easier for clients to understand. It leverages powers already in place
and the additional tools proposed, while ensuring clients have clear
expectations for what they are required to do. We do not recommend Option
2 - full discretion, as it would be administratively burdensome, complicated
to communicate to clients and staff and likely result in the TLS being
inconsistently applied. It is also likely to be perceived as unfair when people
with similar circumstances are treated differently which may lead to increased
complaints, reviews of decisions and

Policy and design decisions are needed for each of Money Management,
Community Work Experience and monitoring a client’s job searching activity
so that enabling provisions can be included in the Bill. We have provided
some initial advice on each component below.

12" To ensure the TLS is efficiently delivered, we seek your confirmation to

13

consider using automated decision-making and one-to-many approaches
where appropriate.

We will provide you with further advice in May 2024 covering:

further advice on how youth activity obligations may be integrated with
broader changes to obligations, obligation failures and sanctions
introduced by the TLS

detailed design decisions for core components of the TLS, including
consequences for non-compliance and de-escalation pathways, i.e.
moving from Red to Orange to Green.

high-level policy advice and decisions for non-financial sanctions

further advice on checking clients’ progress in searching for jobs.

REP/24/5/412 Policy decisions and options to progress the Traffic Light System 3
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Recommended actions

It is recommended that you:

i

note enabling legislation for Traffic Light System components will be in
place, with core components ready to go-live, on 1 July 2025

agree to work beyond this date building our capacity to deliver further

elements of the Traffic Light System
AGREE / DISAGREE

Scope and policy intent

3

confirm the intent of the Traffic Light System is to:

3.1 communicate to clients they must comply with their obligations or risk

being sanctioned
YES //NO

3.2 expand the toolkit for Ministry of Social Development (MSD) staff to assist
clients to understand and meet their obligations, and respond to those who

are not meeting them

agree the following clients will be subject to the Traffic Light System:

4.1 clients and partners with work obligations (full-time and part-time) and

work-preparation obligations
ISAGREE

4.2 clients with social obligations in respect of their dependent children

ISAGREE

note the Traffic Light System will apply to young jobseekers (18-24 year -
olds)

AND

confirm the key message of each setting:

6.1 Green - a client is complying with their obligations. No intervention

required.
@

6.2 Orange - a client has failed to meet an obligation, is issued a warning and
must re-comply with their obligations. To encourage compliance, they may

be subject to additional activities and receive targeted support. @
7/ NO

REP/24/5/412 Policy decisions and options to progress the Traffic Light System 4
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6.3 Red - a client continues to fail to meet their obligations and receives a

financial sanction if they do not re-comply within the required notice period
before a sanction can be applied.

YES / NO

Design of core components

7

10

note MSD has existing powers it can leverage to stand up components of
Green, Orange and Red settings including requiring clients to provide
evidence of their compliance with obligations, directing them to undertake
employment-related training where appropriate and applying financial
sanctions

confirm the following existing requirements will be retained:

8.1 MSD must always check if a client has a good and sufficient reason

for not meeting an obligation
v

8.2 there will be a reasonable period of time allowing clients to dispute
an obligation failure decision or re-comply with the failed obligation

8.3 a client must always complete a re-compliance activity to re-comply

with an obligation failure

8.4 the existing graduated regime for financial sanctions will be retained

NO

8.5 that MSD should retain some ability to suspend or cancel a client’s
benefit more quickly in some circumstances, for example a refusal to

take a suitable job offer
B

8.6 clients with dependent children can only receive a 50 percent

reduction in benefit
cl

note we will provide you with further advice on the application of non-
financial sanctions, including whether and how they work with financial
sanctions

note we will provide you with further advice on the use of non-financial
sanctions

REP/24/5/412 Policy decisions and options to progress the Traffic Light System 5
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agree to one of the following options to implement the Traffic Light System:

1 o 1

11.2

Option 1 - Rules-based. Clients progress through settings in a linear
way (Green to Orange to Red) [recommended]

OR DISAGREE

Option 2 - Full discretion. Staff decide on a client’s setting based on
their individual circumstances in every instance of an obligation

failure [not recommended]
AGREE ISAGREE

Efficient delivery of welfare system changes

12 note we will explore opportunities to design Reducing Benefit Dependency
initiatives using automated decision-making to increase efficiencies and one-
to-many approaches where appropriate

Further advice

13

note we will provide you with further advice in May 2024 covering:

13:1

13.2

further advice on how youth activity obligations may be integrated
with broader changes to obligations, obligation failures and sanctions
introduced by the Traffic Light System

detailed design decisions for core components of the Traffic Light
System, including consequences for non-compliance and de-
escalation pathways

high-level policy advice and decisions for non-financial sanctions

further advice on checking clients’ progress in searching for jobs.

9 I'S /2924

Leah Asmus Date
Policy Manager
Welfare System Policy

&= 2o240S2.

Minister for S

ial Development and

Hon Louise Uggiton Date

Employment
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Status

. Breen{compliant)

Jobseeker fuifilling all obligations to
prepare for or find work.

Orange (some risk)
Jobseeker has received one or two

warnings for breaching their abligations to
prepare for or find work.

Red (high risk)

Jobseeker has received three or more
warnings for breaching their obligations to

Figure 1 - excerpt from 'Reducing Benefit Dependency’ manifesto

Consequences

No change to obligations and no
sanctions applied.

No sanctions applied - targeted support
and additional obligations applied:

Mandatory training

More frequent check-ins with WINZ
More intensive case management

Sanctions applied:

Financial sanctions (benefit reduction)
Benefit suspension

Money management
Community work experience

prepare for or find work. "

26 The ‘Reducing Benefit Dependency’ manifesto document states a level of risk
of benefit dependency in association with a colour setting. We do not
recommend including an assessment of the client’s risk of benefit dependency
in the operationalisation of the TLS. A range of factors (both within and
outside of the control of a client and/or MSD) affect a client’s probability of
remaining on benefit for an extended period of time. Developing an effective
assessment of a client’s risk would be time consuming and difficult to achieve,
and would be unlikely to contribute to improved employment outcomes.

27 To assist us in delivering a fit-for-purpose TLS, we seek your confirmation of
the proposed key message for each setting:

° Green - a client is complying with their obligations. No intervention
required.

@ Orange - a client has failed to meet an obligation, is issued a warning
and must re-comply with their obligations. They may be subject to
additional activities and receive targeted support.

° Red - a client continues to fail to meet their obligations and receives a
financial sanction if they do not re-comply within the required notice
period before a sanction can be applied.

28 Pathways through and back from these steps needs to be worked through,
along with how we support clients to understand and meet their obligations
as they enter benefit and as they move settings. The decisions you make

REP/24/5/412 Policy decisions and options to progress the Traffic Light System 9
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Figure 2 - Overview of Option 1

OPTION 1 — RULES-BASED
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Description Benefits / Trade-offs of proposed design

Base assumption that all Benefits

i in all nces o : ’
clle.nts,. i.nsta SELA o Closest optionto current settings
obligations failure, progress

through settings in a linear
way (Green to Orange to
Red). Triggers for clients to « One-size-fits-all results in consistent application of the
move setting would be pre-set system

and inflexible.

¢« _Most suited for clearly communicating what happens when
and why to clients and staff

« - Staff do not need to spend time deciding a client’s setting
Further advice to come on the

role of staff discretion in Trade-offs
overriding the base e Minimal discretion for staff to decide a client’s setting
assumption of linear based on individual circumstances

movement.
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Figure 3 — Overview of Option 2
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Description

Benefits / Trade-offs

Staff decide on a client’s
setting based on their
individual circumstances in
every instance of an
obligation failure. Triggers
would be set out in guidance
for staff, who would decide to
move a client (or not) based
on the client’s specific
circumstances.

Benefits

e Responsive to individual client circumstances.

Trade-offs

¢ Complicated to communicate to clients and staff

» Decision making is more subjective and is likely to lead
to operational inconsistencies or inequitable treatment,

e Significant staff time diverted to considering and
manually processing decisions

e Increased likelihood of initiated obligations failures being
overturned (Review of Decision)

39 On balance, we recommend Option 1 - rules-based. This option is closest to
our current settings, reducing the amount of change required for our staff
and is easier for clients to understand. It supports the policy intent of the TLS
well. It leverages powers already in place and the additional tools proposed,
while ensuring clients have clear expectations for what they are required to

do.
40

We do not recommend Option 2 - full discretion. While it could be responsive

to clients’ individual needs, the risk of creating a confusing and seemingly
arbitrary system is too great to mitigate. This option is also administratively

REP/24/5/412 Policy decisions and options to progress the Traffic Light System 14

















