






Annex One: Financial security for displaced workers: Work programme choices 

• For Future of Work Ministers to provide direction about the ambition and scope for a policy programme on financial security for displaced workers. 
 

• Officials could provide an indicative cost-benefit analysis of a selection of the options (overleaf) by June to inform next steps.  

2 Context 

1 Purpose 

• The Government aims to help workers find and keep decent jobs, and to identify priorities to 
support workers who are displaced or at risk of displacement. This is especially relevant in a 
future of work context, where displacement may become more common. 

• "Displacement” usually describes when workers lose their jobs due to economic or structural 
reasons (ie redundancy).  

• Displacement is one of many reasons why people involuntarily cease work. Other reasons can 
include poor health, disability, the completion of temporary, seasonal, or fixed-term contracts 
and trial periods, and dismissal. Self-employed people can also find themselves without work.  

• A key objective is reducing the effects of "wage scarring" - the reduction in wages that 
workers often experience upon re-employment. Wage scarring appears to be a relatively 
greater problem in New Zealand than other OECD countries.  

• Income smoothing is a further objective that may also help reduce wage scarring.  Income 
smoothing provides a wage-related replacement income while workers search for work.  

4 What would effective financial support look like? 

3 Key elements of a system for supporting displaced workers 

• Effective support for displaced workers needs to include access to:  

• Effective financial support for displaced workers needs to: 

• employment opportunities, 

• advice and brokerage services, 

• education and training, 

• financial support. 

• The Government can play an important role in each of these areas to help displaced 
workers resume good employment. One rationale for government intervention is that "market 
failures" mean that purely private provision creates inequitable population coverage gaps (eg 
- gaps in income insurance markets, gaps in private employment services).  

• This suggests that the Government's role could be to ensure better coverage by market-
based services (eg - ensuring better access to income insurance for displaced workers, 
complemented by employment support from recruitment firms). Government-provided 
services are possible too. 

• The RoVE, Careers Strategy, welfare overhaul, and industry transformation plans are making 
important contributions to help displaced workers resume good employment. 

• This advice on financial security addresses a gap in this work programme (MBIE's 
December 2020 report: Exploring social insurance and other options to enhance financial 
support for displaced workers, 1954 19-20 refers). 

• smooth incomes through a period of unemployment, 
 

• help minimise wage scarring effects, 
 

• complement active labour market programmes and education and training, 
 

• share costs fairly between government, workers, and employers, and be fiscally 
sustainable, 
 

• support, not undermine, labour market dynamism, 
 

• avoid unduly extending unemployment spells. 

• The scoped options are presented on the following page, with suggestions for further work. 






