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EXECUTIVE SUMMARY

Maxim Institute supports this Bill and proposes amendments to strengthen it.

Promoting the dignity of every person in New Zealand is at the heart of what we do, and this includes helping more New
Zealanders participate and belong in society—to have and do the things most Kiwis take for granted.

We welcome this Bill and its potential to increase focus on poverty reduction, government accountability, and promotion
of policies that transform lives.

As a “commitment device,” this Bill offers a solid legislative framework to promote policies that will reduce poverty and
material hardship for whanau and families with children in New Zealand. We also believe the Bill could be improved and
strengthened.

In particular, we support:

The broad suite of measures and inclusion of material hardship and persistent poverty

The mandatory setting of targets and flexibility for successive governments
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We propose the following amendments:

Refine and advance the persistent poverty measure

Promote the combined low income and hardship supplementary measure to a primary measure
Include Child Poverty-Related Indicators in the suite of measures

Improve efficiency of data collection and analysis

Incorporate a consensual budget standards measure
We uphold the following principles:

Families and whanau should be at the centre of this Bill

Taking a whole-of-society approach is critical for success

Overall, there is significant merit in the Bill as it stands to promote accountability and spur action—but there are also
several opportunities for improvements. We can do better. We believe our proposed amendments are a good first step
to strengthening this Bill for the sake of struggling families and whanau in New Zealand.

Whether the Government will achieve a “significant and sustained reduction in child poverty” will largely come down to
their resultant policies. We welcome the requirement for the Government Strategy to improve child well-being and the
Oranga Tamariki Action Plan, and look forward to seeing proposals for how these targets will be reached.

1. INTRODUCTION

We support this Bill and propose amendments to strengthen it.

We have consulted widely and invested years of research into defining, measuring and reducing poverty in New Zealand.!
Child poverty is about families lacking the material resources to meet their minimal needs to participate in our society.
Maxim Institute therefore welcomes this Bill and its potential to increase focus on poverty reduction, government
accountability, and promotion of policies that transform lives.? Promoting the dignity of every person in New Zealand is
at the heart of what we do, and this includes helping more New Zealand families participate and belong in society—to
have and do the things most Kiwis take for granted.

Overall, we commend the Government’s intentions to:?

encourage a focus by successive governments and society on child poverty reduction;
facilitate political accountability against published targets; and

require transparent reporting on levels of child poverty.

We agree with Professor Jonathan Boston when he says the Billis, “essentially a political ‘commitment device’...designed
to encourage successive governments and the wider community to focus on the challenge of child poverty and take
active measures to address it.”* As a commitment device, this Bill offers a solid legislative framework to promote policies
that will reduce poverty and material hardship for whanau and families with children in New Zealand.®> We also think the
Bill can be improved to be more effective for New Zealand families with the greatest needs—our recommendations are
below.

This submission will focus on Parts 1 and 2 and Schedules 1, 2, and 3 of the Bill—the legislative framework: measures,
targets and reports.” We will first commend aspects of the Bill we think are particularly important, and then spend
remainder of the submission outlining areas where we think the Bill could be improved and strengthened.
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2. IN PARTICULAR, WE SUPPORT

2.1 The broad suite of measures and inclusion of material hardship and
persistent poverty

In our Heart of Poverty series on defining and measuring poverty, we recommended that measures and indicators should
be published regularly, alongside “reasonable, time-specific targets aimed at reducing poverty.”® As the Bill outlines,
“material disadvantage is multi-dimensional and therefore more than 1 measure is needed to properly assess trends and
understand which groups are over-rep- resented.”™ Indeed, our research found that:™

Measures are signposts that point to poverty, necessary simplifications of a complex condition that are especially
important for policy analysis. No one measure is sufficient as different measures tell different stories, serve different
purposes and have different strengths and weaknesses. Some, like median income thresholds, provide an overall
benchmark; others, like deprivation and outcome indicators, provide insights into the lived experience, causes and
consequences, and which groups are most at risk of poverty. Both have distinct policy applications. Headline income
measures can track broad progress of policy directions, while deprivation and outcome measures are much better suited
to tailoring specific solutions based on clusters of needs in particular communities. Measures should be acceptable
and understandable to the public, statistically defensible, comparable and consistent with the concepts used in the
definition, and use data that are available or relatively easy to obtain.

So, while it is good to see a suite of fixed and moving-line income measures included, it is particularly heartening
that both material hardship and persistent poverty measures are designated as primary measures. The latter two are
particularly effective at identifying families with complex needs facing long-term and cumulative challenges—families
the current system struggles to support.

2.2 The mandatory setting of targets and flexibility for successive governments

We also support the way this Bill sets out measures to be used for non-binding targets, rather than setting actual
binding targets (i.e. reduce x measure by y percent in z timeframe). This strikes a good balance between the need for
targets while giving successive governments the flexibility to define the nature and timeframe of targets, taking account
of changing circumstances, and differing priorities. This avoids much of the potential political roadblocks we have seen
overseas."

Indeed, even with initial cross-party support and the best of intentions, the United Kingdom’s Child Poverty Act was
ineffective and ultimately dismantled—in large part because of the contentious nature of its legislated targets.” We
believe the Bill’s legislative framework will avoid some of the major problems and pitfalls that plagued the UK.

We therefore do not support the proposed amendment outlined in Hon. Alfred Ngaro’s Supplementary Order Paper No.
21to legislate a particular hardship target (to reduce the number of children in material hardship by 100,000 in 3 years).

3. WEPROPOSE THE FOLLOWING AMENDMENTS

While the proposed legislative framework shows promise, we think it should be improved and strengthened by: refining
and hastening the implementation of the persistent poverty measure and target; promoting severe material hardship to
a primary measure; and including child poverty-related indicators (CPRIs).
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3.1 Refine and advance the persistent poverty measure

Persistent poverty does the worst harm, so reducing it needs to be a higher priority. As we outlined in our Heart of
Poverty policy paper:™

The longer a family experiences poverty, the more likely it is that they will endure greater levels of hardship
and more severe poverty, and less likely that they will escape...[t]his cumulative impact that tends to scar
deeply is why our greatest concern should lie with families trapped in persistent poverty.

While a snapshot of data at one point in time will show what proportion of people are in poverty, it says
nothing about how long they’ve been there. Poverty rates do not distinguish between those passing through,
those dipping in and out, and those languishing there for many years.

Fig. 1 - Breakdown of poverty and material deprivation dynamics
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Source: Ministerial Committee on Poverty, Six Monthly Report of the Ministerial Committee on Poverty (Wellington, Office of the Deputy Prime Minister 2013).

Most families” experience of poverty is short-lived with limited consequences, but there is a relatively smaller
group who experience long-term, persistent poverty (see figure 1)." Because families who experience poverty
for extended periods of time are at greater risk of worse outcomes, it is critical to get this measurement right
and get it online sooner than is currently outlined in the Bill.

Clause 2 of Schedule 1 states that:

1. The Statistician’s definition of persistent poverty (see section 13) is required only for and after the financial year
commencing on 1 July 2025.

2. Despite subclause (1), the Statistician’s definition of persistent poverty may, if the Minister so directs, be decided
for a financial year earlier than the financial year commencing on 1 July 2025.

The subsequent target-setting and reporting is also dependent upon this definition, and so is creation of the data source
required to support and measure it. While there is scope in the legislation for an earlier definition, seven years (from
2018-2025) is a long time to wait for this critical measure to be implemented, especially when that may also delay
progress on this measure.

To ensure that there are robust data for this measure, we recommend that:

the timeframe for the definition of persistent poverty should fall into line with the other proposed measures and
be made by the Government statistician “within 2 months starting on the date on which Parts 1 and 2 receives
Royal assent;”

Maxim Institute The Child Poverty Reduction Bill Submission 4



the definition should include both persistent low income and persistent material hardship; and

the Government commence a process to discern and implement an appropriate data source to underpin the
proposed definition.

There is already solid international best practice regarding persistent poverty measures; there is no need to wait so long
for the definition. Regarding low income, internationally-used definitions involve either being in a relative low-income
situation “for at least three out of the past four years,” or “in the current year and at least two of the three preceding
years.”® The material hardship aspect of the measurement could use the same time-frames.

We understand the delay is in large part due to the Government needing to play catch-up with data to support these
measures. As the Prime Minister outlined in her First Reading speech: “[s]adly, we don’t currently have a suitable
database and benchmarks.™” This needs to be corrected as soon as possible. Rather than innovating with the Integrated
Data Infrastructure (IDI) linked administrative data, we recommend the Government initiate a new longitudinal survey.
This is because there is no guarantee the IDI could provide the appropriate household data, and the longitudinal survey
could provide certainty.

Box 1: Discussion on IDI vs. new longitudinal survey

While significant investment is required to set up a new survey, doing so would provide certainty that we could
obtain the data we need for persistent poverty and hardship measures. It is technically possible to use the IDI
linked administrative data to track income over time, however it cannot yet reliably identify households—a key
criterion for any child poverty measure. It is also yet to be proven that the IDI could mesh with survey-based
hardship data, and there is a considerable lag between collection, integration and analysis. Techniques to extract
the information from linked administrative data may take many years to develop, and there is no guarantee it is
possible. We therefore recommend a new longitudinal survey, as we did in 2015." The UK’s Understanding Society
dataset is the gold standard,” however, a modified (and simplified) version of SoFIE could also be explored.*

Getting this measurement and target online sooner should be a priority for this Government.

3.2 Promote the combined low income and hardship supplementary measure
to a primary measure

This combined low income and hardship supplementary measure, outlined in Part 2, Clause 20,* should be promoted
to a primary measure as it covers the most vulnerable children. This is consistent with the Children’s Commissioner’s
Expert Advisory Group’s (EAG) recommendations.? Alternatively, the less than 40% of median income measure could
serve as another proxy for “severe” or “chronic” poverty—those with the lowest incomes and most likely to be deprived.

If the persistent poverty measure is not able to be defined and measured earlier as per our above recommendation,
either of these measures could be promoted in the meantime while the required data is gathered as a compromise
solution.

3.3 Include Child Poverty-Related Indicators in the suite of measures

Child Poverty Related-Indicators (CPRIs) are a notable omission from this proposed legislation and should be included.
CPRIs help to track progress on factors associated with child poverty. If we really want to make a difference to child
poverty, we have to look not only at measures, but also at possible causes and consequences. Poverty is about more
than income, and while the material deprivation measure does, to some extent, track the causes and consequences of
poverty, it doesn’t go far enough. CPRIs complement the measures in the Bill.
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Present in both the EAG’s recommendations and the Prime Minister’s 2012 Child Poverty Reduction and Eradication
Member’s Bill,” these kinds of indicators are designed to show “the full picture of child poverty and its consequences
across the life-course.” Armed with the information from these indicators, policy-makers will have a much better
evidence base from which to devise and evaluate their policies.

As Jonathan Boston and Simon Chapple argue:*

While there may be no single cause of poor child outcomes, it is clear that both poverty and other factors
influence the way children grow up. There is a robust body of evidence that suggests that the income of
children’s families directly causes important future outcomes. There is a complementary body of evidence
that suggests other influences are more important, including parenting quality, and they serve to diminish
the raw impact of income...good outcomes for children are not simply about adequate family incomes. Those
interested in disadvantaged children’s lives need to consider seriously the quality of parenting, schools and
neighbourhoods.

As we argued:

It is theoretically true that if the government just provided more income support for low-income families in a
way that didn’t change the median income, then poverty could be eliminated at that point in time.”” But the
intricacies of dynamics and inheritance within and across generations highlighted in this paper show that this
would not be a steady-state equilibrium, that social and family problems (while minimised from the effects of
income) will eventually contribute to problems in the future. If we hold that redistributive efforts beyond the
current policies will have limited effect, addressing the host of family background and early life circumstances
likely experienced by children in poor families is important.

Enshrining the CPRIs in legislation would, according to the EAG, “enable a multi-systemic approach to child poverty
reduction by requiring the Government to set targets and reports of regular progress in each respective indicator area.”®
We agree, arguing that these indicators “are better suited for specific policy responses and help facilitate cross-agency
initiatives.” Introducing CPRIs like this would also introduce a level of precision about outcomes that is lacking in the
proposed Bill.

Like the poverty and material hardship measures set out in the Bill, the legislation should mandate target-setting but
leave it up to successive governments to set the nature and timeframes of the targets.3* Unlike the bill, however, there
should be no requirement for defined measures, but rather, domains. We propose the following domains:#

Parental employment
Education

Housing

Physical health

Mental health and well-being

Different governments will have different priorities, and these can be reflected in the particular targets they decide to set
within these domains. The targets would be in nature similar to those set out in the previous Government’s Better Public
Service (BPS) framework.3* The previous target of reducing the incidence of rheumatic fever (a consequence of poverty)
could be added under physical health, for example.
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3.4 Improve efficiency of data collection and analysis

There is currently a considerable lag between the time New Zealanders are surveyed and when the data is available for
reporting and analysis, in the region of eighteen months to two years in some cases.* To improve accountability, this lag
needs to be reduced. This is particularly important in a country like ours with a three-year parliamentary term3—the
Government will be up for re-election before the data will be available to hold them to account. We recommend the
Government devise a strategy to invest in and improve the timeliness of data collection and analysis.

3.5 Incorporate a consensual budget standards measure

To help validate, legitimise and ground the income measures, we recommend undertaking focus group-based
consensual budget standard measures “to better identify what most New Zealanders think is a minimal acceptable
standard of living and potentially derive an income threshold from this process.”

More fully, we argued that:*®

Rather than relying on a proportion of people falling below median income thresholds as a strong indicator of
insufficient resources, the consensual approach identifies what the minimal acceptable standard looks like by
public consensus through surveys and focus groups mediated by experts. A threshold derived from this would
be more democratic, methodologically consistent with our definition, and potentially more acceptable and
meaningful to the public.

Pioneering work on focus groups was undertaken in New Zealand in the 1990s,*” however the methods and results
need to be updated to reflect the current context. The Joseph Rowntree Foundation’s work on the Minimum Income
Standard in the UK is a robust starting point should the Government choose to emulate this approach.® Because this
kind of measure is derived in large part from “ordinary Kiwis” rather than just experts, there is good potential for it to
improve public support for, and acceptance of, the targets in the Bill. If implemented, this measurement could serve as
a supplementary measure in the suite of measures.

4. PRINCIPLES AND OTHER CONSIDERATIONS

4.1 Families and whanau should be at the centre of this Bill

It's important not to lose sight of families and whanau when it comes to child poverty. Following our consultation with
poverty experts, academics, and those working on the ground, we heard how many:®

strongly argued that we need to understand poverty from a family/whanau perspective, rather than isolating
the children both conceptually and in practice when it comes to solutions.

Similarly, we argued that:#°

While the short-hand term “child poverty” is much easier to express than “parents with insufficient resources
to meet theirs and their children’s needs,” it does tend to obscure that children have parents, and that together
they constitute a family.”

There will be no reductionin child poverty without policies that help the family and whanau. Children are borninto families
and whanau, and poverty is inescapably an intergenerational problem. While “child poverty” is indeed convenient short-
hand, we believe that abstracting children from their family is an unhelpful way to view the problem of poverty. To better
reflect this reality, we recommend renaming this Bill to the Family and Whanau Poverty Reduction Bill.

Maxim Institute The Child Poverty Reduction Bill Submission 7



Another risk of the child-centric focus of this Bill is that working-age people without children struggling to participate
in society will be forgotten. It will be important to continue to support these people, and we would like to see the Bill's
commitment to robust measures and meaningful targets extended to other forms of poverty.

4.2 Taking a whole-of-society approach is critical for success

It is also important that this legislation does not lead to a narrow focus on income redistribution, crowding out
communities and other non-government organisations when it comes to solutions. For lasting change, poverty reduction
efforts must go far beyond the budgetary process and outside of the Beehive. This Bill, and policies promoted under it,
should adhere to the principle of subsidiarity, which means:*

that larger institutions like the state are there to serve, help and coordinate when the smaller ones can’t or
are unable to do the job themselves, and importantly, the intervention should be temporary with the purpose
of restoring that original function. There’s more to healthy society than just autonomous individuals and the
state, we need families, community organisations, unions, and churches too.

While there are many valid criticisms of the previous Government’s Social Investment Approach,* one laudable aspect
that should be preserved was the focus on outcomes rather than inputs, “moving funding to the most effective services
irrespective of whether they are provided by government or non-government agencies.”

With at least seven out of ten of the current measures being income-based, the proposed requirement to report on child
poverty in the Public Finance Act 1989 in Clause 37, and the lack of CPRIs, the Bill risks tipping the balance of responses
primarily to the government instead of community organisations. This underscores the importance of the inclusion of
material hardship and CPRI indicators, and an overall policy focus on promoting the participation of non-government
organisations where appropriate.

5. CONCLUSION

We agree that the targets set as a result of this Bill “will not magically lift people out of poverty,” as Julie Chapman from
KidsCan puts it.** The proposed Bill is, instead, a solid legislative “commitment device”—a call to arms for successive
governments to stay focused on the business of supporting and empowering struggling New Zealand families with
children.

There is significant merit in the Bill as it stands, particularly the broad suite of measurements and its ability to hold
successive governments to account—but there are also several opportunities for improvements. We can do better. We
urge the Government to bring forward the persistent poverty definition (including both income and hardship), measure,
and target-setting; promote the severe low income and hardship threshold to a primary measure; and include Child
Poverty-Related Indicators. We also think data collection and analysis could be more efficient, and recommend trialing
consensual budget standards. These amendments will move this Bill further towards identifying, tracking, and hopefully
improving the outcomes of struggling families and whanau in New Zealand.

As one participant in our roundtables on poverty noted, “legislation is a vehicle for good intentions, but that’s not the
same things as good results.”* This legislative framework is a solid start to promote accountability and spur action, but
whether the Government will achieve a “significant and sustained reduction in child poverty” will largely come down to
their resultant policies. We welcome the requirement for the Government Strategy to improve child well-being and the
Oranga Tamariki Action Plan, and look forward to seeing proposals for how these targets will be reached.
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