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Youth Package 

The Youth Package has been designed without these new accountability and funding 

arrangements in place. For example, the quantification of costs and savings focussed 

on only the next four years, and included only the savings associated with benefit 

payments. Further, the methodology for measuring the actuarial valuation has not been 

developed, which means quantifying the potential savings in terms of the future liability 

has not been possible. This note does, however, build on the previous advice received 

on the costs and savings, by expanding the time horizon in which the costs are 

assessed.  While this provides a more accurate estimate of potential savings, the true 

effectiveness of the package will need to be evaluated using reports on the shift in the 

liability as measured by the actuarial valuations.  

 

Costs and Benefit Savings 2012-2015: 

 

We have previously provided you with estimates of costs and savings over the next 

four years:  

Table 1: Costs and Benefit Savings of the Youth Package 2012/13-2015/16 

 

2012/13 

($000) 

2013/14 

($000) 

2014/15 

($000) 

2015/16 

and 

outyears 

($000) 

4 Year 

Total 

Total Additional Cost 37,434 56,454 54,160 52,929 201,000 

Benefit Savings  2,500 10,100 13,900 14,300 40,800 

Net Cost 34,934 46,354 40,260 38,629 160,177 

Source: Policy Decisions on the Youth Package Cabinet Paper, December 2011 

 

The savings figures are based on 850 fewer youth receiving a benefit. 

 
These short term costs and savings may be optimistic: 

 

Both the estimated costs and benefits of the Youth Package over the next four years 

are likely to be at the high end.  The costs assume 100 per cent take up rate for 

services, but in practice participation will likely be lower.  The estimated benefits could 

be higher because the assumptions about behaviour change are towards the high end 

of what has been achieved in similar reforms. 

 

Even with the inclusion of longer term savings, our modelling suggests that Youth 

Package costs continue to exceed savings 

 

Costs and Benefit Savings in 2015/16-2025/26: 

 

Not relevant to request
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With the Youth Package set to cost approximately $53 million per annum, potential 

savings over both the short and long term are important for evaluating the effectiveness 

of the programme.   

 

The following table shows that, in addition to the $13.9 million of in immediate savings 

identified in the Youth Package Cabinet paper for 2014/15, we estimate that a further 

$4.5 million - $9.4 million in savings could be possible over the subsequent ten years 

for the 2014/15 youth cohort who receive the Youth Package. 

 

Table 2: Costs and Benefit Savings of the Youth Package 2015/16-2025/26 

 

Costs and Benefit Savings due to Youth Package Provision in 2015/16
1
  

($000) 

 

 Down-Side 

Scenario 

Up-Side  

Scenario 

Benefit Savings 

Benefit Savings in 2014/15
2
 13,900 28,027 

plus Treasury’s Estimated Benefit Savings 2015/16-

2025/26  
4,477 9,374 

equals Total Benefit Savings 2014/15-2025/26 18,377 37,401 

            

                                                               

                                                          

 

While the results should be treated with some caution, they are consistent with the best 

evidence (to date) that you typically observe a short-term effect, where the initial 

increase in employment rates gradually shrinks over time.3  

 

However it is important to keep in mind that there is uncertainty with the estimates and 

we have been cautious about the likely impacts. In particular, we have assumed that:  

 

• In the year following Youth Package provision, a relatively small number (i.e. 17 

per cent) of youth will remain off benefit due to the Youth Package (some of the 

remaining youth would have stayed off benefit without the Youth Package and a 

proportion would return to benefit even in the presence of the package).  

• The key effect of the programme is to improve the probability of employment, 

education and training during the intervention period and that the primary long-

term gains are due to reduced ‘scarring’ effects.   

 

                                                
1
 2014/15 was used because this will be the first year when youth will receive the Youth 

Package only, and not benefits under the current system. 
2
 Benefit savings taken from December 2011 Youth Package Cabinet Paper. 

3
 David Card & Dean R. Hyslop, 2006. "The Dynamic Effects of an Earnings Subsidy for Long-

Term Welfare Recipients: Evidence from the SSP Applicant Experiment" NBER Working Papers 
12774, National Bureau of Economic Research. 
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If the Youth Package is effective at keeping a greater proportion of youth off benefit 

initially, and raises long-term employability as well as short-term, our figures will be 

under-estimates. 

 

While the long-term savings estimates are conservative, the results indicate that the 

costs of the Youth Package will continue to exceed savings, even over the longer term.  

With firmer savings information costs may still exceed savings because the Youth 

Package is provided universally, and not targeted according to greatest potential 

reduction in future liability. As noted in previous advice, targeting may enable you to 

reduce the cost of the Youth Package and obtain similar benefit savings. 

 

It will be important that the Youth Package is evaluated on an ongoing basis once the 

valuation of the future liability has been carried out.  Valuations are effective 

management tools for identifying groups of beneficiaries for targeting initiatives.  Once 

initiatives have been put in place, monitoring experience with projections gives 

management powerful levers to actively drive performance.  If the valuation shows that 

the Youth Package is not effective relative to other welfare reform initiatives, it will be 

important that the Package is changed. 

 

There will be non-financial savings associated with the Youth Package and welfare 

reform more generally: 

 

As you are aware, welfare reform will not only deliver improved employment outcomes 

(resulting in financial savings), but will also help improve social outcomes.  These non-

financial outcomes will be important to consider when evaluating the overall impact of 

the reforms. 

 

                                                             

Ben McBride, Senior Analyst, Labour Market and Welfare, 917 6184 

 

 

Withheld under s9(2)(g)(i)
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Appendix One: Potential Benefit Savings due to Youth Package Provision in 2014/15 

 
  

2015 

 

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 

 

Down-Side Scenario ($) 

 
1108066 1045345 986175 930354 74165 69967 66007 62270 4964 4683 4418 

 

Up-Side Scenario ($) 

 
2216132 2090691 1972350 1860707 296660 279868 264026 249081 39712 37464 35344 

 

 


