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THE STARTING-OUT WAGE: Q&As                           October 2012 

 
 
Why introduce a starting-out wage? 
 
The starting-out wage is about helping  more young New Zealanders get a 
foot hold on the employment ladder. 
 
The global recession significantly affected job opportunities for young people. 
The starting-out wage is designed to incentivise employers to take a chance 
on a young person, enabling them to earn money, gain skills, and get the 
work experience they need. 
  
 
What happened to the old youth minimum wage? 
 
Until 2008, 16- and 17-year-olds were eligible to be hired on a youth minimum 
wage. This encouraged employers to take a risk and hire young workers with 
little or no experience. 
 
The youth minimum wage was abolished in 2008 under the previous Labour 
Government and replaced by a ‘new entrants wage’ that was rarely used. 
Research by the former Department of Labour suggests the abolition of the 
youth minimum wage has resulted in the loss of up to 9000 jobs for young 
New Zealanders. 
 
The new entrants wage applies for the first three months or 200 cumulative 
hours – from all current and previous jobs. Businesses complain it’s too 
complicated, impractical and fleeting to bother with, and MBIE research 
indicates it is only used by 2 per cent of employers. 
 
 
Who will be eligible for the starting-out wage? 
 
Three groups will be eligible for the starting-out wage: 
 

 16- and 17-year-olds will be eligible for the starting-out wage if hired 
by any new employer, until they have completed six months of work for 
that same employer, or are responsible for training or supervising other 
workers. 
 

 18- and 19-year-old beneficiaries will be eligible for the starting-out 
wage if they have been on a benefit for more than six months. Again, 
they remain eligible until they have completed six months work for the 
same employer, or are responsible for training or supervising others. 
However, once they have completed six months work they will not be 
eligible for the starting out wage for future jobs. 
 

 16- to 19-year-olds will be eligible if they are training for at least 40 
credits a year with an approved provider as part of their employment 
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agreement. Currently, all people over 16 years old are eligible for the 
‘training wage’ if they work towards 60 credits or more. The starting-out 
wage simply means that those aged 16-19 will be eligible with a lighter 
workload than those aged over 20.  

 
 
How much will the starting-out wage be worth? 
 
The starting-out wage will be set at 80 per cent of the adult minimum wage. 
This includes the ‘training rate’ element for 16- to 19-year-olds and is the 
same rate as the current new entrants’ and training wages. 
 

 

Are you considering changing the minimum wage rate? 
 
The Minister of Labour has a statutory obligation to review the minimum wage 
rates each year.  Any changes made to the rates are based on information 
supplied to the Minister on the current economic situation.  
 
The minimum wage was last changed from $13 to $13.50 from 1 April 2012. 
Another review of the minimum wage for 2013/14 will be undertaken and if 
any changes are recommended they will come into effect from 1 April 2013. 
 
 
What types of benefits can people be on to receive the starting-out 
wage? 
 
A young person on one of the following benefits may be eligible for the 
starting-out wage: 

 Domestic Purposes Benefit 

 Emergency Benefit 

 Independent Youth Benefit 

 Invalid’s Benefit 

 Sickness Benefit 

 Unemployment Benefit 

 Widow’s Benefit 

 Youth Payment and Young Parent Payment. 
 
These will change with the new benefit structure coming in from 1 July 2013. 
 
 
Why include teenage beneficiaries? 
 
This Government has a strong focus on addressing long-term benefit 
dependence; our welfare reforms actively target young people who without 
the right supports or opportunities could end up on a benefit long term.  
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Ninety per cent of 16- and 17-year-olds who leave school and drift are likely to 
end up on a benefit when they turn 18 and many spend seven of the next 10 
years on a benefit.  
 
Young people are better off in work – including on the starting-out wage – 
than on a benefit. This is about providing further opportunity to help young 
people to get into work, earn money and get the job experience they need.  
 
 
Will a young person on benefit be required/forced to accept a job at the 
starting-out wage? 
 
For those 18-and19-year-olds on benefit, as part of the Government’s welfare 
reforms, they will be required to accept suitable job offers, including those 
which are offered at the starting-out wage.  When considering whether a job is 
suitable, Work and Income takes a range of factors into account including the 
location of the job, and whether adequate childcare is available. Those who 
fail to accept an offer of suitable employment can have a sanction of up to 13-
weeks non-entitlement to benefit.  
 
 
What if the employee starts a new job with a different employer? 
 
Sixteen and 17-year-olds remain eligible for the starting-out wage with every 
new employer until they complete six months with that same employer. This is 
regardless of whether they have worked for six months in a different job 
already. However, workers responsible for training or supervising other staff 
are not eligible. 
 
Eligible 18- and 19-year-olds who had been on a benefit and then completed 
six months of work with the same employer must be paid the full adult wage 
even if they later change employers. 
 
 

Will all young people get more on the starting-out wage than on a 

benefit? 

 

Yes, see the scenarios below. Young people who take up employment and 

receive the starting out wage would receive more than if they were receiving a 

benefit alone. 

 

How is ‘six months’ continuous employment’ defined? 

 

It is from the day an employment agreement is signed, until six calendar 

months are up – regardless of how many hours are worked per week. This is 

to keep the system simple and easy to administer for employers and workers. 
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Will this help create new jobs or just move jobs from one age group to 
another? 
 
The Ministry of Business, Innovation and Employment estimates that 
depending on uptake, the starting-out wage could create up to 2000 new jobs 
for 16- to 19-year-olds in its first two years. 
 
 
What other initiatives has the Government set up to help young people 
get into work or training? 
 
The starting-out wage is part of a wider package of measures National has 
introduced to help our young people. Others include: 
 

 Youth Guarantee - trade academies, service academies and fees-free 
tertiary education places are available nationwide and are providing 
10,174 study places in 2012, growing to 15,480 by 2015. 

 Maori Trades Training - He Toki ki te Rika is a partnership between 
Christchurch Polytechnic Institute of Technology, Ngai Tahu and 
industry for up to 300 places.  Ngati Whakaue (Rotorua) has up to 150 
training places where students can learn a trade. 

 Pasifika Trades Training – has provided up to 300 study places 
nationwide. 

 Vocational Pathways - providing young people with information on 
credits to take at school to pathway into an apprenticeship or 
vocational training programme. 

 Industry Training Review - currently the Ministry of Education is 
working on a policy review of industry training to improve 
apprenticeship opportunities for young people. 

 Review of Careers Advice - the Ministry of Education is currently 
reviewing careers advice with a view to strengthening the quality and 
relevance of careers advice to young people. 

 
We’ve already provided 17,000 placements for young people through Job 
Opportunities and Community Max and 2000 through Job Opportunities with 
Training. A further 3500 young people have been through the Limited Service 
Volunteers programme. 
 
This year the Government also created Job Streams, a $62 million package 
that consolidates the Work and Income employment programmes such as Job 
Ops and Straight to Work into a simpler, more flexible business-focused 
package. 
 
 
Will it be easier to dismiss an employee on the starting-out wage?   
 
No. All the normal employment relations protections will apply to anyone who 
has been employed on the starting-out wage.   
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What is the training wage and why reduce the number of credits needed 
for young people in training? 
 
This is simply about helping young people have the opportunity to earn while 
they learn. It means they can be more flexible with their work and training 
schedules and balance their workload to best suit their circumstances.  
 
The current training wage is for those people who are working towards credits 
and seek a job in the area relevant to their studies. For example, someone 
studying auto-engineering could be eligible for an apprentice-type job with a 
local mechanic.  
 
The starting-out wage policy simply means that 16- to 19-year-olds will be 
eligible for this wage with a workload of only 40 credits, while those 20 and 
over will continue to require at least 60 credits a year. The training wage 
(including starting-out wage aspect) will remain set at 80 per cent of the 
minimum wage. 
 
 
Will the starting-out wage be compulsory? 
 
No. It will be an option for employers to use if they want to take on a young 
person. The employee also has to agree to being paid a starting-out wage as 
part of their employment agreement. 
 
 
How and when is the starting-out wage being put into law? 
 
The Minimum Wage (Starting-out Wage) Amendment Bill provides the 
framework to prescribe a starting-out wage through a subsequent Order in 
Council. The Bill allows for a starting-out wage that is not less than 80 per 
cent of the adult minimum wage and that it is for eligible 16- to 19-year-olds 
who are not training or supervising others.   
 
The specific policy detail – as outlined above and in National’s election 
manifesto – will be set through Order in Council following the passing of the 
Bill. The starting-out wage is planned to take effect from 1 April 2013. 
 
 

What other OECD countries have a ‘starting-out wage’ or similar? 

 

More than half the OECD countries have some form of a youth wage, 

including the United Kingdom, France and The Netherlands. 

 

Our starting-out wage is set at 80 per cent of the adult minimum wage. 
This compares to youth rates that are also 80 per cent of the adult minimum 
wage in France, but only 60 per cent in the UK, and as little as 48 per cent in 
Australia for 16-year-olds. 
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How many people are likely to be eligible for the starting-out wage? 
 
We estimate there are more than 40,000 16- to 19-year-olds currently working 
or on a benefit who would be eligible for the starting-out wage. 
 
 

Where can I get further information on the starting-out wage? 

 

Further information about the starting-out wage can be found at 

http://dol.govt.nz/starting-out-wage/ or by calling the Ministry of Business, 

Innovation and Employment – Labour Freephone on 0800 20 90 20. MBIE – 

Labour will also start a public information campaign ahead of the starting-out 

wage implementation. 

 

 
 
Scenarios  
 
Single teen living away from home 
 
Kerry is 17 and because of exceptional circumstances lives away from home . 
Kerry is receiving the Youth Payment (YP) and has recently found a job.  
On a benefit Kerry would receive: 

 $170 benefit (net) 
On the starting out wage Kerry’s total weekly income would be $300 (net per 
week): 

 $170 benefit 

 $130 working 15 hours ($10.80 at 15 hours taxed at an average rate of 
19.2%) 

 
Note: YP payments abate dollar-for-dollar when income exceeds $206.73 
gross per week up to $256.73. Figures exclude the accommodation subsidy 
and additional costs associated with working such as transport. 
 
 

Scenario one 

Dave is an 18 year old sole parent with a one year old daughter, Carlie.  Dave 
was on the Young Parent Payment but has recently gained full-time 
employment and his mother has agreed to look after Carlie.   
 
On benefit, Dave would receive $385 net per week: 

 $293 benefit  

 $92 of the family tax credit 
Note: This does not include any accommodation, childcare subsidies or extra 
help. 

http://dol.govt.nz/starting-out-wage/
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On the starting out wage Dave’s total weekly income would be $578 (net per 
week): 

 $368 working 40 hours. ($10.80 at 40 hours taxed at an average tax 
rate of 14.8%) 

 $92 family tax credit 

 $60 in-work tax credit 

 $58 minimum family tax credit  

 

Scenario two 

Mereana is 19 years old and her son James has just turned two.  Mereana 
was on the Domestic Purposes Benefit – Sole Parent but has decided to 
leave the benefit and work part-time. She has found a job that offers 20 hours 
work per week.   
 
On benefit, Mereana receives $385 net per week.  

 $293 benefit  

 $92 of the family tax credit 
Note: This does not include any accommodation, childcare subsidies or extra 
help. 
 
On the starting out wage Mereana’s total weekly income would be $581 (net 
per week): 

 $189 working 20 hours ($10.80 at 20 hours taxed at 12.2%). 

 $92 family tax credit  

 $60 in-work tax credit  

 $240 minimum family tax credit.   
Note: She may also receive additional money from the accommodation and 
childcare subsidies and child support. 
 
 
Scenario three 
 
Jessica is 19 years old and her son Dillon is six months old.  Jessica is keen 
to do a small number of hours each week to supplement her Domestic 
Purposes Benefit – Sole Parent (DPB – SP). She finds a job that offers two 
five hour shifts at the local supermarket.   
On benefit, Jessica receives $385 net per week: 

 $293 benefit  

 $92 of the family tax credit 
Note: This does not include any accommodation or childcare subsidies or 
extra help. 
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On the starting out wage Jessica’s total weekly income would be $470 (net 
per week): 

 $87 working 10 hours ($10.80 at 10 hours taxed at 19.2%).   

 $291 DPB – SP 

 $92 family tax credit 
Note: As she is still on a benefit and is working less than 20 hours she is not 
eligible for the in-work tax credit or the minimum family tax credit and she may 
receive additional money from the accommodation and childcare subsidies 
and child support. 
 
 
Scenario four 
 
Michaela is a 17 year old solo mother and has a 10 month old daughter, 
Naomi.  Michaela receives the Young Parent Payment (YPP) and is currently 
training towards becoming a plumber. She is studying full-time at Weltec to 
gain credits towards her plumbing qualification and working 15 hours a week 
for a local plumbing company to gain work experience.   
On benefit Michaela receives $385 net per week: 

 $293 benefit 

 $92 family tax credit 
Note: This does not include any accommodation or childcare subsidies or 
extra help. 
 
On the starting out wage Michaela’s total weekly income would be $516 (net 
per week):  

 $131 working 15 hours ($10.80 at 15 hours taxed at 19.2%). 

 $293 YPP  

 $92 family tax credit of net per week.  
 
Note: As she is still on a benefit she is not eligible for the in-work tax credit or 
the minimum family tax credit but she is eligible for the Guaranteed Childcare 
Assistance Payment (GCAP).   
 
GCAP provides assistance with the costs of childcare and pays a maximum of 
up to $6.00 an hour for up to 50 hours a week.  This can be paid for the hours 
she is studying (including travel time), the hours she is meeting her youth 
activity obligations, and the hours she is working part-time (for up to 15 hours 
a week).  
 
 
 


