
Chartered Accountants Australia and New Zealand 

33 Erskine Street, Sydney, NSW 2000 

GPO Box 9985, Sydney NSW 2001 T +61 2 9290 1344 

 

 

 

 

 
  
  
 

© Chartered Accountants Australia and New Zealand ABN 50 084 642 571 (CA ANZ). Formed in Australia. Members of CA ANZ are not liable for the debts and liabilities of CA ANZ. 

 
 
 
28 April 2022 
 
 
Social Unemployment Insurance Tripartite Working Group 
Ministry of Business, Innovation and Employment 
PO Box 1473 
Wellington 6145 
 
 
Via email: incomeinsurance@mbie.govt.nz 
 
 
Dear Sir or Madam 
 
 

Submission on the New Zealand Income Insurance Scheme 
 
Chartered Accountants Australia and New Zealand (CA ANZ) welcomes the opportunity to provide a 
submission on the proposed New Zealand Income Insurance Scheme (the Scheme). We have 
focused our feedback on those areas where we consider we can add the most value as detailed 
below.  
 
Appendix A provides our responses to the specific questions raised in the discussion document, 
Appendix B provides examples of feedback we received about the Scheme from our members, and 
Appendix C provides more information about CA ANZ. 
 

Key Points: 
 

CA ANZ advocates for the public good on policy matters that affect our members, their clients and 
communities. Good public policy plays an important role in building a more sustainable, prosperous 
and resilient future for New Zealand.  

We acknowledge that many OECD countries have income insurance schemes already, however, we 
note that the Discussion Document provides very little comparative detail about these schemes or the 
extent to which they are meeting relevant policy objectives.  

If introduced, the Scheme would have wide-ranging ramifications for all New Zealanders. While we 
appreciate the Scheme will benefit those unable to afford income insurance and those who are more 
at risk of financial hardship due to redundancy, the costs of the Scheme are also likely to be felt more 
significantly by these individuals and small businesses. 

Given the significant and wide-ranging implications of the proposed Scheme, we engaged directly with 
our members (chartered accountants) about the proposal through a variety of different channels, 
which is detailed further on in the submission. From this engagement, it is very clear that the 
proposed Scheme has polarised our members. 

In our view, there are valid arguments both for and against the policy rationale for the Scheme. 
Regardless of those arguments, we consider that the design of the proposed Scheme needs 
significant further work. We would expect to see more robust empirical data about the needs the 
Scheme purports to address and a much more comprehensive analysis of the problems the Scheme 
is designed to solve and the alternative solutions that have been or could be considered.  
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Our comments below in response to the specific questions raised in the Discussion Document should 
be read in the context of the overall tenor of our submission, which is: 

• full consideration must be given to alternatives such as the one we outline in more detail 
below – mandatory minimum statutory redundancy entitlements and expansion of the 
Accident Compensation Corporation (ACC) model to include the provision of insurance 
cover for health events and disabilities. The consideration of alternatives should include 
comprehensive modelling and full costing, which should be made public, as must the 
modelling and detailed costing of the current proposed Scheme’s design; and  

• the timeframe for the introduction of the Scheme (or alternatives) should be sufficient to 
allow detailed policy design and more widespread consultation on that detailed design. A 
proposal with such significant implications for all New Zealanders must not be rushed. The 
rationale for the ultimate policy outcome should be comprehensive and compelling and the 
chosen ‘solution’ must be fair to all New Zealanders, fully transparent as to cost and 
compliance burden, and effective in achieving policy outcomes that are supported by 
affected New Zealanders, including small and large employers.  

We are surprised and disappointed that the economic modelling underpinning the proposed Scheme 
has not been made public as part of the consultation process. Access to the modelling is critical to 
allow submitters to provide effective feedback on the reasonableness of the underlying assumptions 
and is necessary to enable them to answer some of the questions in the Discussion Document. In our 
view, this lack of transparency is unacceptable for a proposal that will impose significant costs on all 
New Zealand employers and employees and considerable costs on the public purse.  

Should you have any questions about our submission or wish to discuss it with us, please contact 
Karen McWilliams via email at  or phone  

 

Yours sincerely 
  

Peter Vial FCA Karen McWilliams FCA 
New Zealand Country Head 
 

Business Reform Leader 
Advocacy & Professional Standing 

Privacy of natural persons Priva
cy of 
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We also conducted a survey of our New Zealand members, broadly asking whether members 
supported the Scheme or not, which proposed design features added to or detracted from the 
proposed Scheme in their view, and what Scheme design challenges the respondents foresaw.  

From all this engagement, it is very clear that the proposed Scheme has polarised our members. In 
the survey, while 46 per cent strongly supported or somewhat supported the proposed Scheme, 43 
per cent were strongly or somewhat against the proposed scheme and 11 per cent were neutral 
about the Scheme. 

Appendix B provides examples of the verbatim feedback we received from our members about the 
Scheme, mostly as part of the webinar mentioned above. 

Request for modelling 

We are surprised and disappointed that the economic modelling underpinning the proposed 
Scheme has not been made public as part of the consultation process. Access to the modelling is 
critical to allow submitters to provide effective feedback on the reasonableness of the underlying 
assumptions and necessary to enable them to answer some of the questions in the Discussion 
Document.  

Our first request for modelling was made on 21 February 2022 and the first response we received 
was on 18 March 2022 indicating that our request was being processed. Subsequent requests for 
the modelling were met with a similar response. In this time, we have not been provided with an 
acceptable reason for the modelling to be withheld (or for its release to be delayed). In our view, 
this lack of transparency is unacceptable for a proposal that will impose significant costs on all 
New Zealand employers and employees and considerable cost on the public purse.  

Alternative approaches  

Rather than introducing a comprehensive income insurance scheme, we recommend that serious 
consideration be given to introducing a statutory mandatory redundancy framework to address the 
gap in the existing employment law framework. This would align with the approach in Australia 
under the Fair Work Act 2009 (Commonwealth). The statutory redundancy entitlement could be 
similar in nature to the bridging payment as proposed under the Scheme. For fairness for smaller 
businesses, we also encourage policymakers to consider whether payment of the redundancy 
could be staggered in time with normal pay cycles, rather than having to be paid as a lump sum. 
This would ease cash flow pressure on smaller businesses.  

In our view, the arguments for insurance cover for loss of income due to health conditions or 
disabilities are more compelling than those for insurance cover for loss of income due to 
redundancy. However, in our view, consideration should be given to including insurance for health 
conditions and disabilities within the scope of the Accident Compensation Act 2001 and the ACC’s 
existing operating model.  

Adopting the Australian approach to redundancy (mandatory statutory redundancy entitlements) 
and expanding the ACC framework to cover non-accidental health conditions and disabilities would 
go a long way to achieving the current proposal’s key objectives at much lower cost to New 
Zealand’s 600,000 businesses and approximately 2.8 million employees. We strongly recommend 
that these alternatives be fully costed by Treasury so that meaningful comparisons can be made 
with the modelling underlying the current proposal. The costs and benefits of each should be made 
public.  

Proposed timeframe for implementation 

We have significant concerns about the proposed timeline for the implementation of the Scheme. 
The proposed timing (introduction of the Scheme as early as 2023) is unworkable against the 
backdrop of the necessary infrastructure and resource needed to finalise the design of the 
proposed Scheme and implement it, including making the required consequential amendments to 
a number of current statutes. Further, we are concerned that the proposed 18 month period for 
collecting levies from when the Scheme commences could be insufficient to adequately fund the 
first claims subsequently made under the Scheme. However, as noted earlier, the modelling has 
not been made available to enable us to give due consideration to this aspect.  
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Appendix B: Feedback received from CA ANZ members 
(verbatim comments sourced from our webinar) 

 

• So a business is really struggling with COVID causing the business extreme financial issues 
and they have to give 4 weeks’ notice whilst paying an employee, and then pay them for 
another 4 weeks at 80% after that date? This applies to all businesses i.e. no threshold - 
seems to me that small businesses will be crippled by the additional cost and will have 
another reason not to take staff on. 
 

• I can't believe anyone on the minimum wage is going to be able to survive weekly on 80% - 
i.e. just like ACC this looks good for politics but in practice leaves people frustrated, 
disappointed and no better off 

 

• Will this reduce the social cost of redundancies for employers? Therefore giving employers 
further scope for increased redundancies (knowing that employees will have another way of 
putting food on the table via this scheme)? 

 

• This seems to protect higher income earners (who have a greater ability to save and prepare 
and pay for these situations/pay for private cover). Lower income earners (especially in the 
current climate) will struggle to survive on 80% of their income, which contradicts the 
argument that this is to stop people from settling on any job; they will take any job that puts 
enough food on the table. 

 

• It sounds like employees will be contributing to their own scheme by deductions from pay - 
this means less money in the hand, thereby causing low and middle income earners to have 
less disposable income when they are already struggling. Two options - they end up with less 
in hand, or it drives hourly rates up again, which once again, the small business owner has to 
pay for. 

 

• Under ACC the employer has to pay 1 week, why is this putting 4 weeks cost on the 
employer? 

 

• The scheme is conceptually fine but is paid for by levying both the employee and employer 
and is therefore a "tax by stealth". Is there any compensatory adjustment to tax rates being 
considered? 
 

• Perhaps there is no market for redundancy insurance in NZ because of the low 
unemployment rate and people backing themselves to pick up other "good" work? 
 

• How does the ACC case manager know what job has future sustainability? 
 

• What impact do you see on standard/current redundancy provisions in employment 
contracts? Secondly with any perceived barriers to laying off staff removed due to the lack of 
supports what impact are you anticipating on turnover/redundancy rates? 
 

• Why combine insurance for Health & Disability with insurance for Displacement? They are 
quite different no fault situations 
 

• My concern is that ACC was a wonderful scheme when it was started. But it has been eroded 
over time and I believe it has become an insurer that appears keen to minimise payouts. 
What is to prevent this wonderful proposal being eroded once it becomes law? 
 

• If these types of schemes are in place overseas and work so well, I would like to know what 
other supports those countries have to help the small business to survive as all of these new 
changes and the associated compliance burden seem to fall on the business owner. 
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• Will people near the end of their career e.g. with less than six months to work be able to opt 
out of a scheme that they cannot benefit from? Or conversely, what risk is there that the 
business/employee works together to "make" the person redundant instead of retire in order 
to access payment they would not otherwise receive? 
 

• Will the tax bandings be changed to account for the 1.4% additional cost borne by employees 
and employers - considering the inflationary pressures now and in the future? 

 

• We have been through an unprecedented period of low unemployment; however those of us 

brought up in the 1970s know this can change in an instant. Anyone brought up in a 

household where a/the breadwinner is suddenly out of work will know the hardship this can 

cause. Some of the political classes have forgotten the cyclical nature of the world economy 

and have unrealistic expectations of the speed with which the newly unemployed can move to 

areas of higher employment opportunities. People need time and families need time to adjust. 

 

• The idea of an insurance that gives employees a back-up while they look for a new job is 

good. 

 

• Logical extension of ACC principle. Gives employee time to discover a better position without 

panicking due to cash flow problems. 

 

• Brings NZ into line with other OECD countries and makes the NZ employment scenario more 

competitive when trying to attract talent  

 

• The objective of the scheme makes a lot of sense. 

 

• Employees no longer work for only one firm they are very mobile so a scheme to help with 

losing a job I see as valuable. My view is that most / a large portion of people would not 

purchase this cover without it being compulsory, especially the lower earners. 

 

• I think it is important that workers have a safety net for unexpected life occurrences. 

 

• It means that most employees will have some support if their jobs are lost through no fault of 

their own, not just those lucky enough to have redundancy agreements or insurances that 

cover such things. And for those who would get redundancy pay, if the company fails, that 

can mean so does that redundancy fail 

 

• A scheme that taxes everyone that could be managed better individually 

 

• Added burden on employers 

 

• It’s another tax to benefit the few. Get out and get another job 

 

• Additional cost for SMEs which are already struggling g. 

 

• An additional tax on wage earners instead of meaningful welfare reform is further erosion of 

disposable income. 

 

• We are already paying ACC and therefore why can't medical injuries be covered under that 

scheme. Loss of income insurance should be taken by individuals and not funded by 

businesses and working people to fund those that wish to take 6 months paid holiday, in case 

of redundancy take up to 7 months to find alternative employment. Less take home pay for 

those working. 
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• Income protection cover is the responsibility of the individual not the employer. There are 

insurance products that already provide similar cover. 

 

• This is another barrier for everyday wage and salary earners as well as employers, who are 

already facing inflation and living cost pressures. It is unfair and unlikely to benefit those who 

need income protection the most (those on lower incomes and thus cannot afford further 

reduction to their cash in the hand), while those who can afford to contribute (higher earners) 

are unlikely to be put in a position to need income protection themselves. This is not a public 

good l. 

 

• 2 tier welfare system, will discourage re-entry into the workforce, removes personal 

accountability from individuals, could increase redundancies, paid for by all but used by only a 

few, if I want income protection insurance I would get it myself, not equitable in distribution. 

 

• On a personal level I don't want or need such cover & would object to paying for it. On a more 

general level there is already policy in place to provide income for people who are made 

redundant & need assistance. This seems like a way of moving the cost from government i.e. 

taxpayers to employers & employees. 

 

• From a social justice point of view it seems like a good idea but trying to balance that with a 

scepticism that it could be abused by those who least need it. 

 

• I think it's a good initiative, however there is already private redundancy insurance available, 

so this will have a significant impact on that sector. It would be interesting to know if the levy 

is comparable to private insurance. I like the fact that this scheme will make it universal, 

allowing individuals who may not have the financial ability to obtain private insurance or even 

contemplate it, to have this protection. I expect there's also a flow on effect to less people 

going on other benefits when they're out of work too (until the time lapses obviously). 

 

• I believe that the intention is correct, as employees do need support with income protection. 

My reservations are around costs to employees especially those on low/middle incomes as 

they are already struggling to meet costs. Employers have just faced Covid19 issues and this 

may be another cost they don't need right now either. 

 

• May be seen as encouraging business to make people redundant then government and 

employers pays for business decision 

 

•  Better to be more transparent with that type of tax and build it into the tax system  

 

• I support the concept subject to detail around the employer / employee employment 

relationship environment as prescribed by legislation and or bargained protocols. I do not 

support the administration being with ACC 

 

• The scheme needs to have broad coverage and be general in nature however there are a 

great number of different employment relationships therefore the scheme will not be specific 

enough to be of great use which will mean the outliers will probably get a poor outcome; think 

self employed as an example.  

 

•  It takes no account of people who just can't afford to have 2.8% of their wages/salary 

diverted. And can you opt out. Sounds great in theory but like all such broad schemes the 

detail will make it unworkable or inefficient. And ACC have a terrible track record of making 

eligibility decisions. 
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• The jobseeker benefit scheme should be made to work well, and be taxpayer funded. 

Charging employers and employees for an insurance that many do not want, and have little to 

gain from adds complexity and waste to our redistribution and social safety net policy  

 

• Additional cost to both employees and employers at a time when every dollar is important. 

Those employees concerned about redundancy, health or disability do have the ability to 

obtain insurance to cover these events. 

 

• Covering employees with the insurance scheme will help as NZ is one of the most under-

insured countries in the developed world, and often employees can't afford income-related 

insurance. 

 

• There are many people who, while they have redundancy in the contract, do not receive it due 

to employer collapse, when the company is insolvent and there is insufficient funds left to pay 

anyone. Ultimately those employees find their contract not honoured as there are no funds 

left, through no fault of their own and often have no safety net. 

 

• Coverage for health and disability - allows income protection for those less well off and 

reduces need for private income insurance due to illness etc 

 

• I think it has limited merits, well meaning conceptually but it does not look as though other 

policy levers settings were examined and tested before selecting this option 

 

• Not sure how well the case management side will really work. There seems to be enough 

problems with unemployed people getting support to get back to work, so another system to 

match that - not sure how workable it will be 

 

• Easy for people to take advantage of and keep claiming redundancy every 18months, it is 

compulsory, Additional cost of up to 6mths wages for employers, this will encourage people to 

not look for jobs straight away and will probably result in more beneficiaries. 

 

• It looks like it’s targeted to middle aged and middle income office workers. 

 

• The devil lies in the detail and we have not got the detail  

 

• Difficult for those with redundancy and notice provisions already in contracts to remove these 

and replace with the government scheme 

 

• Making it equitable and able to cover all New Zealanders who lose jobs without being rorted 

by people who it isn't applicable to. Defining when something is a job could be problematic 

 

• I believe it should be limited to only cover redundancy. I don’t think cover of health or disability 

should be included. I also think it should be a opt- in scheme much like kiwisaver. If you opt in 

and have been contributing for X amount of months you are eligible. If you opt out, neither 

you or your employer have to pay the levy, and the individual can either look for cover in the 

likes of income protection insurance or accept that they will get nothing should something 

happen to them, as is the status quo! 

 

• Key challenge is for the system not to be abused and how to administer. 

 

• How do you build this into existing employment agreements; what if that agreement already 

includes provision for redundancy, how will the change be negotiated?  

 

• This is not the time to impose further costs on NZ businesses and individual taxpayers. Due 

to high inflation we cannot deal with extra costs right now. 
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• The main challenges will be keeping the system simple enough for the general public to 

understand, while providing sufficient carve outs or opt outs (full or partial) for those who 

prefer private insurance.  

 

• Equity across all types of employment arrangement; making sure people don't find ways to 

live off this rather than seeking further employment. 

 

• Is it an insurance scheme or is it a social benefit scheme? the accounting is vastly different. 

 

• For small businesses, every dollar of redundancy paid to an employee is a dollar the family of 

the small business owner does not have for paying their own living costs. In difficult trading 

conditions, the small business owner may be unable to afford to pay 4 weeks of redundancy 

pay. 

 

• Is timing appropriate currently with a potential recession? 

 

• I have concerns regarding the imposition onthe employer having to pay the first four weeks of 
the insurance policy. Generally the business would be under some stress to have to make 
someone redundant and this would add to their cashflow liabilities. Or if they have had to 
employ someone else to do the job they are paying them wages as well. 

 

• the Income Insurance Scheme should not apply to casual labour or seasonal employment. 
There is just too much variability within different employment arrangements to allow such a 
scheme to be administered efficiently and accurately. As an example, let’s say there is an 
employee employed by a pack house on a casual contract to pack kiwifruit. As you would be 
aware, a casual employee can decide not to work when the employer offers them work. If an 
employee continually turns down work as they have other things happening, the packhouse is 
likely to stop calling them and offering them hours of work. Could the employee then claim 
they had lost their job and claim the Income Insurance? Like KiwiSaver, I do not think that 
working holiday makers, international students or temporary visa holders should be part of the 
scheme. These types of workers tend to be very transient and often move on to other jobs 
within quite short time frames. I believe the administration for these types of workers would be 
a severe burden. 

 

• I note that the scheme is proposing that the cost is shared between the employer and the 
employee. At the end of the day, it will be the employer that carries the ultimate cost of the 
scheme as the employees will demand more income to cover the loss of wages due to the 
extra deductions. 

 

• As a small business owner we now plan to close the business and terminate our staff before 
this legislation comes in. We may pay staff a redundancy payment if there is enough cash in 
the business at the end but our current agreement says that there will be no redundancy 
payment in staff contracts. We have had to deal with the extra admin of Pay Day filing and 
now this additional tax, on top of the 6% increase in April, plus increases in staff costs over 
the last few years (sick pay, statutory day). This is the final straw for a small business. 
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Appendix C 
 
About Chartered Accountants Australia and New Zealand  
 
Chartered Accountants Australia and New Zealand (CA ANZ) represents 131,673 financial 
professionals, supporting them to make a difference to the businesses, organisations and 
communities in which they work and live. Chartered Accountants are known as Difference Makers. 
The depth and breadth of their expertise helps them to see the big picture and chart the best course 
of action. 
 
CA ANZ promotes the Chartered Accountant (CA) designation and high ethical standards, delivers 
world-class services and life-long education to members and advocates for the public good. We 
protect the reputation of the designation by ensuring members continue to comply with a code of 
ethics, backed by a robust discipline process. We also monitor Chartered Accountants who offer 
services directly to the public. 
 
Our flagship CA Program, the pathway to becoming a Chartered Accountant, combines rigorous 
education with mentored practical experience. Ongoing professional development helps members 
shape business decisions and remain relevant in a changing world. 
 
We actively engage with governments, regulators and standard-setters on behalf of members and the 
profession to advocate boldly in the public good. Our thought leadership promotes prosperity in 
Australia and New Zealand. 
 
Our support of the profession extends to affiliations with international accounting organisations. 
We are a member of the International Federation of Accountants and are connected globally through 
Chartered Accountants Worldwide and the Global Accounting Alliance. Chartered Accountants 
Worldwide brings together members of 15 chartered accounting institutes to create a community of 
more than 1.8 million Chartered Accountants and students in more than 190 countries. CA ANZ is a 
founding member of the Global Accounting Alliance which is made up of 10 leading accounting bodies 
that together promote quality services, share information and collaborate on important international 
issues. 
 
We have a strategic alliance with the Association of Chartered Certified Accountants. The alliance 
represents more than 870,000 current and next generation accounting professionals across 179 
countries and is one of the largest accounting alliances in the world providing the full range of 
accounting qualifications. 
 
We employ more than 500 talented people across Australia, New Zealand, Singapore, Malaysia, 
Hong Kong and the United Kingdom.  
 

 




