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1. Immigration in New Zealand and Australia: A quantitative view

In this part, we will assess the status of Australia and New Zealand as immigration countries
in the last decade(s) of the 20" century.'! Both New Zealand and Australia remain relatively
unpopulated countries, and hence offer ample opportunity for population growth.2 How were
these opportunities perceived and dealt with, and what were the results that followed? An
early report of the then just founded Australian Department of Immigration defined in 1945
that Australia's need for a greater population for the purposes of defence and development
would be served well by a population growth rate of two percent per annum, one percent from
natural increase and one percent from immigration (Price, 1998). Towards the end of the
1990s, New Zealand’s government set the target for the annual number of residence approvals
at 35,000, again about one percent of the population, although based more on a judgement of
the society's absorptive capacities rather than on an overall population goal. Thus, it appears
that this "one percent" immigration rule is a useful point of reference against which the

empirical evidence can be gauged.

A possible metric for assessing the openness of a country and the effects of international
movements of people on its population size is net permanent and long-term (PLT) migration.
As island states, both Australia and New Zealand can keep relatively reliable records of
border movements through arrival and departure cards. While some details of the system
differ in the two countries, the general idea is to ask people arriving (leaving) about their
intended duration of stay in the country of arrival (or the country they departed for).
Responses of 12 months or longer (but not permanent) are classified as “long-term”
migration. Apart from some other socio-demographic characteristics, these cards also contain
information on country of birth, country of citizenship, and on residence status in the local

country.



Table 1 provides information on population sizes and net-PLT migration for New Zealand and
Australia between 1979 and 1996. New Zealand’s population grew by 16 percent (or 0.8
percent per year) from 3.1 million to 3.6 million. Australia’s population grew by 26 percent
(or 1.3 percent per year) from 14.5 million to 18.3 million. Hence, both countries fell short of
the overall 2 percent yardstick (for natural increase plus net-migration), but the discrepancy
was particularly large for New Zealand. The main culprit was its negative cumulative net-PLT
migration, i.e., more people left New Zealand long-term or permanently than arrived.
Australia by contrast gained 1.6 million people through external migration, 43 percent of the
overall increase in population. However, even Australia’s net-PLT migration never reached
the aforementioned 1 percent of the population, with an average net-migration rate of 0.59

percent.

Table 1 about here

Despite the finding of negative net-migration for New Zealand over most of the period,’ New
Zealand was an immigration country as well as an emigration country. This apparent
contradiction is resolved when New Zealand nationals are considered separately from non-
nationals. The third column of Table 1 gives the net-PLT migration statistics for non-NZ
nationals only. It is found that non-NZ PLT migration generated a substantial surplus of
240,000 people between 1979 and 1996, 48 percent of the total population growth over the
period. Moreover, the trend in non-NZ PLT migration is upward, reaching more than 1
percent of the population in 1996. In the early and mid-1990s, New Zealand’s immigration
program was substantially larger than Australia’s in relative terms. However, the substantial
inflow of immigrants was more than offset by international movements of New Zealand

nationals who generated a combined deficit of 342,000 between 1979 and 1996. While there



was a net loss of NZ nationals in every year, the magnitude was quite volatile, ranging from

almost 40,000 in 1979 to less than 2,000 in 1984.

Most outmigrating New Zealand nationals leave for Australia. The Trans-Tasman Travel
Agreement gives full freedom of movement, i.e., nationals can live and work anywhere in the
two countries without a requirement of residence or work permits. As a rule of thumb, one in
ten New Zealanders can be found in Australia.* Of course, many migrants return, and
“permanent migration” is difficult to define in this context. However, of the estimated
404,750 New Zealand nationals who were present in Australia at 30 June 1999, slightly more
than half had been there for more than 12 months (DIMA, 2000).” In principle, the Trans-
Tasman Travel Agreement would also allow Australians to settle in New Zealand. But this
option is taken up much less frequently, and only 54,708 Australia-born people were
enumerated in the 1996 New Zealand Census. Hence, Trans-Tasman migration is to a large

extent a “one-way street”.

Of course, the emigration decisions of a country's nationals are not (at least not directly)
subject to government policy. By contrast immigration policy directly affects the inflow of
non-nationals, whereas settlement policy is one of the determinants of outflow of non-
nationals. Hence, one could focus on the gross or net inflow of non-nationals as an indicator
of the stance of immigration and settlement policy, rather than on overall net migration. By
this measure, the gap between New Zealand and Australia is reduced indeed. The net-inflow
of immigrants, as defined by net-PLT migration, was on average 0.38 percent of the
population in New Zealand. In the period 1991-1996, the average net migration rate of non-
nationals was 0.68 percent for New Zealand, much higher than the overall net migration rate

of 0.39 percent for Australia.



The long-term importance of immigration for Australia and New Zealand can be assessed also
by analysing the composition of the population at one point in time. Common measures used
in this context are the composition of the population by place of birth (i.e. foreign- or
overseas- born versus native), the composition including second-generation immigrants, or,
more generally, the ethnic composition. These are long-term measures, since depending on
mortality, age-at-arrival and the population increase of the native population, the proportion
of migrants is affected by the cumulative immigrant flows over the last half century and
longer, and there is no simple link between the more recent flows and the overall stock of

migrants.

The proportion of foreign-born residents is substantial in both countries: 17.6 percent of New
Zealand residents were foreign born in the last available census of 1996 (Cook, 1997). 23.3
percent of the Australian population were foreign born as of 30 June 1997.° This gives
Australia the lead among the traditional immigration countries. For instance, 17.4 of the
Canadian population was born overseas in 1996, and 9.3 percent of the U.S. population. The
gap between the proportion of foreign-born New Zealand residents and foreign-born
Australian residents mainly reflects historically higher net-migration gains in Australia, that
built up since World War II. At current immigration rates, the share will stabilise or decline in
Australia, but further increase in New Zealand as both the departure of New Zealand-born
people and the arrival of overseas settlers push up the proportion of foreign-born. For
instance, between 1986 and 1996, i.e. in just ten years, the proportion of foreign born among
New Zealand residents increased by more than two percentage points from 15.4 to 17.5

(Winkelmann and Winkelmann, 1998a).



2. Immigration in New Zealand and Australia: A qualitative view

In any classical immigration country, a distinction can be made between economic and social
migrants. The social stream has again two components, one being family reunification, the
other humanitarian. While the humanitarian program tends to be the smallest among the three
in Australia and New Zealand (this program includes an annual UNHRC refugee allocations
of 4,000 to Australia and 800 to New Zealand, but the total size usually is two or three times
as large), family reunification is a major factor, even though various steps have been

undertaken over the years to limit the size of this stream.

The emphasis of the further analysis will be on Australia’s and New Zealand’s policy rules for
the selection of economic migrants. Only this category provides the immediate possibility to
select migrants based on personal characteristics and thus to exert a direct influence on
“quality” aspects of migration. For New Zealand and Australia, two themes stand out behind
the policy changes of the last half-century. The first is the abolition of ethnic background
considerations; and the second is the shift from an “occupational needs principle” towards a
“general skills principle”, reflecting a change in the perception of the economic benefits of the

types of skills that are involved.

2.1 Occupational migration

Traditionally, successive New Zealand and Australia Governments from the 1950s and 1960s
onwards regarded economic immigration as an instrument of labour market policy, to be
applied to alleviate skill shortages in particular sectors, rather than as a force for broader

economic growth. The mechanism used to control entry on this basis was an “Occupational



Priority List”. Employers wanting to recruit persons for occupations not on the list had to
demonstrate that no suitable local resident was available or readily trained. In the 1990s the
two countries’ policies on this issue started to diverge. While New Zealand completely
abandoned occupational targeting in 1991, Australia weakened its importance but
nevertheless kept various direct and indirect instruments of occupational selection in place.
For instance, preference is given in general to migrants in occupations that are part of a so-
called “Migration Occupations in Demand List (MODL)”. Moreover, the economic migration
program continues to include a so called Employer Nomination Scheme for skilled persons
nominated for a specific skilled position by an Australian employer who has not been able to

fill a vacancy from the local labour market or by training.

2.2 Cultural Diversity

The second important characteristic of immigration policy is its ethnic dimension. The
colonial past shaped immigration policy in both countries well into the second part of this
century. For instance, in New Zealand, Commonwealth citizens of European ancestry and
Irish citizens had unrestricted right of entry for residence until 1974. A complete break with
an ethnic preference system did not occur until 1987 in New Zealand, when a “non-
discriminatory” immigration policy was officially adopted. Prior to 1987, workers from so-
called “Traditional Source Countries” were given priority in filling positions on the
occupational priority list. To recruit from a non-traditional migrant source country an
employer had to show they could not recruit either in New Zealand or from a traditional
source country and that the skills were not in demand in the country of origin (NZIS, 1997).

This was a substantial constraint on occupational entry from non-traditional countries.



Traditional source countries were those from which New Zealand had previously taken
substantial numbers of immigrants and/or which had vocational training schemes similar to its
own. Initially, this list included most countries from Western and Northern Europe, plus Italy,
the United States and of course the United Kingdom. This was effectively a “white New
Zealand” policy, although it was not called that way at the time. In the mid 1970s, however,
the list of countries was extended, opening up the possibility for large-scale immigration for
Pacific Islanders. Pacific Island immigration was also given a boost by a general amnesty in
1976 for a large number of de-facto immigrants who had come to New Zealand with
temporary work permits and were given permanent residence status. Pacific Island

immigration remained important throughout the 1980s.

A review of New Zealand’s immigration policy was conducted in 1986. Factors motivating
this review included a desire to explicitly acknowledge New Zealand’s location in the Asia-
Pacific region (considering that immigration from within this region might foster trade, attract
investment, and increase cultural diversity), and a desire to tidy up some of the administrative
and legal shortcomings of the old legislation (Burke, 1986). The resulting Immigration Act
1987 abolished the “traditional source” preference list. It maintained the system of an

occupational priority list until it was finally abandoned in 1991.

Australia was notably faster in formally giving up its “White Australia” policy of
immigration. The gradual process took place over a period of 25 years and came to a
conclusion as early as 1966 when Immigration Minister Opperman, after a review of the non-
European immigration policy, announced applications for migration would be accepted from
well-qualified people on the basis of their suitability as settlers, their ability to integrate

readily and their possession of qualifications deemed useful to Australia.



A the same time, the Government decided that a number of non-Europeans, who had been
initially admitted as “temporary” residents, but who were not to be required to leave
Australia, could become residents and citizens after five years (i.e. the same as for
Europeans), instead of 15 years previously required. These policy changes triggered a period
of steady expansion of non-European migration, and the non-discriminatory immigration
policy was reconfirmed and strengthened by various policy reviews in 1973 and 1978, among

others.

The cumulative quantitative effects of these policies are visible in Table 2, which shows the
distribution of the foreign-born population by region of birth for the two countries in
1995/1996. In both Australia and New Zealand, UK and Ireland constituted the most
important countries of origin. However, the dominance was much less pronounced in
Australia, where other European countries were more represented and, when combined,
almost reached the share of UK and Ireland. This reflects the fact that at various times in the
1950s and 1960s, the Netherlands, Germany, Italy, Greece, Turkey and Yugoslavia were
important migrant source countries for Australia. For New Zealand, however, the only

substantial non-UK inflow from Europe was a Dutch migration wave in the 1950s.

Table 2 about here

Moreover, Australia in 1995 had a much larger share of immigrants from the Middle East and
North Africa, as well as South and Central America than New Zealand. On the other hand, a
disproportionate number of New Zealand's immigrants came from Oceania, i.e., mainly the
Pacific Islands. The share of Asian immigrants was about the same in the two countries, one
in five. Overall, though, one can clearly uncover the earlier commitment of Australia to a

policy of diversified immigration. Apart from Asian and Pacific Island immigration, New



Zealand drew immigrants mainly from two countries, the UK and the Netherlands, whereas

Australia attracted migrants from a much wider pool of countries.

2.3 Current Policy

At first glance, current immigration policies in Australia and New Zealand are very similar.
The similarity starts with the official policy objectives. For New Zealand, official statements
define goals such as “to allow entry to migrants who would make the highest contribution to
employment and income growth” and “to maximise the gain in productive human capital
while maintaining provisions for migrants to enter New Zealand for social and humanitarian
reasons” (NZIS 1997). Similarly, for Australia, one finds quotes that immigration should
deliver an intake that “has broad-based skills with the capacity to contribute to Australia’s

economy” (DIMA, 2000).

In both cases, economic migration is deemed to bring into the country “productive human
capital” or “broad based skills”. The motive of short-term fixes for occupational labour
market imbalances has been replaced by a longer-term perspective that fits into the current
emphasis on a “knowledge society”. In fact, Australia advertises its multicultural society as a
competitive advantage: “'Productive Diversity' is an expression which recognises the
economic value of Australia's culturally diverse society. Through 'Productive Diversity',
companies can develop a competitive advantage by leveraging their most valuable resource:

their people.” (DIMA, 2000, Fact Sheet 12).

Further similarities concern the general structure of the immigration program, with its division
into economic, family and humanitarian migration. And finally, the economic program in both

countries is implemented as a point system. Points are allocated for employability, age and



settlement factors, and an adjustable pass mark is set in order to meet a given target number of
successful applications. In Australia’s case, the target is an upper limit, whereas New Zealand

operates a soft target that can be exceeded in single years.

10



2.4 The point system

Points are awarded in a way that is thought to promote a selection of “the most productive”
applicants. From the perspective of human capital theory, the task is to determine the value of
the transferable human capital a person is endowed with (or, more precisely, the present value
of the stream of income associated with that human capital). Not surprisingly, then, the factors
entering the point system are similar to those one would find in a typical Mincerian earnings
function, augmented by life-cycle considerations: e.g. the level of schooling, actual labor
market experience, language proficiency, and age. The points awarded to each characteristic
could be seen as an assessment of the returns to these productive characteristics (in terms of

higher life-time productivity/income) in the host country labor market.

Table 3 gives the current structure of the point system for skilled migrants in the two
countries.” The guiding principles of the human capital model can be identified in both
systems, although it is more purely presented in New Zealand. The current New Zealand pass
mark is set at 25 points. A maximum of 12 points can be obtained for formal qualifications
(Master degree or higher), a maximum of 10 points for experience (one point for each two
years), and a maximum of 10 points for age (25-29 years). An offer of employment brings 5

points, and a variety of other settlement factors can bring a maximum of 7 additional points.

Table 3 about here

There is a trade-off between age at the time of application and labor market experience that
can be illustrated with some simple calculations. Assume that an applicant had an
uninterrupted working career. In this case someone who started to work at the age of 18

obtains a maximum of 16 points for age and experience if aged 29-39 at the time of the

11



application. For a starting age of 20 years, 16 points are reached for those aged 39 on
application. If the applicant started to work at the age of 25, the maximum achievable number
of points is 14 when aged 44. Despite the step-wise nature of the system, a general pattern
emerges: In general, it is better to have started the working career at an early age. The optimal
migration age is an increasing function of age at entry into the labour market. Interestingly,
the inclusion of points for experience leads to a system where immigrants tend to be older (the
prime-age range is between 29 and 44), and one can question whether the system sufficiently
appreciates the common research finding that younger immigrants tend to be more easily

integrated into the host country labor market than older immigrants.

The pattern is complicated, though not overturned, by including also qualifications, as
qualifications and experience, for a given age, are negatively related. It is interesting to note
that a minimum base qualification is not necessary to get over the pass mark if an offer of
employment and other settlement factors exist. However, if settlement factors do not apply,
then both a qualification and, in most cases, an offer of employment will be necessary to gain
entry into New Zealand. The “returns” to a qualification beyond the base qualification are not
very high (or even negative, if other factors are taken into account). In general, a Ph.D. is
worse off than a Bachelor’s degree because the years spent as a student do not qualify for

work experience.

Finally, it is of importance how the language requirement is implemented. This was, and
remains, one of the more contentious areas of the system, as reflected in the fact that rules
were changed substantially on two occasions since the introduction of the point system in
1991. Initially, the English language requirement affected the principal applicant only. In
contrast to Australia, no points were awarded but a certain level of proficiency was a non-

negotiable requirement. In October 1995, the English language requirement was extended

12



from just the principal applicant to all adult family members. A bond had to be paid per non-
speaker to the government. The bond was refunded if sufficient English skills were acquired
within a certain period of residence. A further change in 1999 replaced the bond-system by
the requirement to pre-purchase English language training in New Zealand. Australia operates
de-facto a similar system: although migrants are entitled to 510 hours of government-funded
tuition (or the number of hours it takes to reach functional English), adults with insufficient
English proficiency are liable for a so-called 2™ Instalment payment upon arrival (that tends

to be somewhat below the pre-purchase amount required in New Zealand).

The Australian system features a current pass mark of 110 points. Qualifications are not
rewarded per-se, but rather in relation to occupations they lead into. Up to 60 points can be
obtained here. No special mention is made of high-level academic training. A Ph.D. is not
rewarded, unless it comes from an Australian university (which, of course, is a good way to
“sell” Australian education programs in the Asian market).® Points for experience are awarded
if the person worked in a skilled occupation for at least three out of the last four years. This
ruling tends to favour younger immigrants (relative to the New Zealand system). This effect is
reinforced by the maximum age, which is set at 45 years for Australia but at 55 years for New
Zealand. It was already mentioned before that occupation plays still an active role in the
Australian selection process, whereas it doesn’t in New Zealand. Australia operates a
“Migration Occupation in Demand List”, and five extra points are awarded for occupations on
that list, ten extra points if employment for such an occupation has been offered. Finally,
English proficiency is part of the point system in Australia. This has two consequences. First,
non-proficient principal applicants are not a-priori excluded from consideration. And second,
it becomes possible to distinguish between levels of proficiency, as “very proficient” speakers
(competent English) are awarded five more points over “proficient” speakers (vocational

English).

13



In summary, although both countries operate a point system to select skilled economic
migrants, the relative valuation of potential migrant’s characteristics is not the same. The
Australian system prefers younger migrants with specific occupational skills. The New
Zealand system generally provides less room for differentiation. Most importantly, it does not
target specific skills but rather adheres to the “general skills principle”. This “hands-off”
policy is consistent with the devolution and reduction of government influence that came to
be associated with the New Zealand reform agenda starting in 1984. While the resulting
system has the advantage of simplicity, transparency, and conformity to the prevailing
economic paradigm, it is not clear whether it leads to results that are superior to those of the
more pragmatic Australian approach with its larger scope for micro-management. Some

tentative empirical evidence on selection outcomes is considered next.

2.5 Outcomes

A comprehensive assessment on the relative merits of the two selection processes, in
comparison with each other, and in comparison with alternative systems as they are operated
in other countries, in the sense of a formal evaluation study, is beyond the scope of this survey
paper. To the best of my knowledge, such an analysis has not been attempted yet. There are
certainly immense conceptual and practical problems to overcome. Availability of appropriate
data is one, but it is also unclear what exactly should one measure and compare. A paper that
touches on the issue (Cobb-Clark and Connolly, 1997) considers the number of applicants to
Australia, by country, and acceptance rates as an indicator of quality. However, Cobb-Clark
and Connolly concentrate on the effects of inflows to two other major immigration countries
(U.S. and Canada, they ignore New Zealand), rather than on features of the Australian system

itself. They come to the rather sobering conclusion that the possibilities for being selective are

14



limited: since the pool of qualified internationally mobile migrants is small relative to the
overall demand, and since Australia is only a “small player”, it must accept most of the
applicants, unless the annual intake is to be reduced quiet a bit. If this is a valid argument for

Australia, then it must be even more so for the even smaller “player” New Zealand.

Of course, for the direct competition between Australia and New Zealand, differences in the
details of the migration system may still be decisive. To shed some light on this question, the
modest goal of this section is threefold. First, the proportion of skilled migrants among all
migrants is analysed, indicating potential differences in the “bite” of the selection process
with regard to the quality of the average migrant. Second, differences in the country of origin
composition of successful applicants are studied. Third, unemployment rates of recent

immigrants are compared.

Prior to presenting the evidence, one should ask, however, whether from a prospective
migrants point of view, the two countries can be considered as good substitutes. In other
words, are the two countries likely to draw from the same pool of applicants? The standard
model of migrant’s choice emphasizes the relative returns to skills in the two countries, and
thus inequality, as one factor. But absolute income levels matter as well. And while inequality
measures are not so different in Australia and New Zealand (Deininger and Squire, 1996),
absolute income measures increasingly are. For example, between 1949 and 1998, per capita
GDP increased on average by 2.1 percent per annum in Australia, compared to 1.4 percent in

New Zealand (Dalziel, 1999).

Concurrently with the increasing per capita GDP gap, considerable salary differentials have
developed between New Zealand and Australia. The difference in growth of economic

activity and opportunity not only provides a partial explanation to the observed one-way

15



Trans-Tasman traffic of young New Zealanders to Australia, but it also is likely to mean that
New Zealand is only second choice for many prospective migrants. It also means that job
opportunities for skilled workers tend to be more limited in New Zealand. This should be kept

in mind in the following analysis.

One measure of the potential effects of the point systems for skilled migration on the overall
immigrant quality is the proportion of points-tested migrants among all migrants in a given
year, with family and humanitarian migration being the alternatives. Table 4 aggregates these
two categories into a single “social”’-migration category. It is found for New Zealand that
between 1992 and 1998, about one half to two thirds of all migrants were subject to the points
test.” In Australia, where family and humanitarian migration is relatively more important, this
proportion was significantly lower, ranging from 25 to 50 percent. Efforts have been made in
recent years to increase the share of economic migrants, with some success, as can be seen

from Table 4.

Table 4 about here.

There is ample research evidence that the country-of-origin composition is one of the main
contributing factors to immigrant’s labour market success. In particular, in the case of
Australia and New Zealand, it is common practice for outcome studies to distinguish between
immigrants with English speaking background (ESB) and those with non-English speaking
background (NESB) (See, for instance, Miller (1986), Beggs and Chapman (1988), McDonald
and Worswick (1999), Winkelmann and Winkelmann (1998)). It is generally found that
NESB migrants have labour market outcomes (e.g. earnings, unemployment rates) that are

considerably worse than those of ESB migrants.

16



Table 5 shows the Top-10 countries of Origin for the economic migrants who obtained their
residence permit in the year ending June 1997. In both countries, UK and Ireland are still the
most important single source countries.'® However, Asian immigration clearly dominates
migration from Europe. The combined share of Asian countries in the Top-10 list was 30
percent in New Zealand and 44 percent in Australia. Furthermore, there was substantial
migration from South Africa in both countries, reflecting the political changes taking place in
that country. Taken together, about one half of the approvals in either country were for

migrants with English speaking background, and one half for those without.

Table 5 about here.

A further point worth noting is the continuing difference in the degree of diversity between
the two countries. It was already shown in section 3.2., that Australia’s immigration history is
characterized by greater ethnic and country-of-origin diversity. Table 5 shows that this trend
continues into the present. For instance, the Top-3 countries had a combined share of 55
percent of all approvals in the case of New Zealand, but only 39 percent in the case of
Australia. One possible explanation can be found in models of “network migration” (for an
overview, see Bauer and Zimmermann, 1998) according to which migration may become self-
perpetuating because the cost and risks of migration are lowered by social and informational
networks that have been built up through previous migrants. Network migration could also
explain, why New Zealand continues to be an important receiving country for Pacific

Islanders, whereas Pacific Island migration is much less important for Australia.

Table 6 shows the unemployment rates for recent immigrants in Australia and New Zealand.
Unemployment is only one among several possible measure of labour market success. It is

chosen here for pragmatic reasons, because of the availability of comparable information for
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the two countries. While the focus on recent immigrants provides an incomplete picture of
the overall contribution of immigrants to the economy, as it ignores issues of assimilation and
integration, it gives a useful yardstick as it reflects the immediate impact of recent selection

policies and as it remains relatively unaffected by selective outmigration.

The Australian statistics are provided by Williams, Brooks and Murphy (1997), based on a
sample survey of immigrants in 1994 or 1995. The New Zealand statistics are based on the
study by Winkelmann and Winkelmann (1996a) and refer to the 1996 census. Both sources
refer to all arrivals and do not distinguish between economic and social immigrants. This puts
some limits on the interpretation. Also, when comparing the statistics, one should be aware
that the base years are not the same, and that the definition of “recent immigrants” differs
somewhat, from 3-6 months after arrival in Australia to 0-11 month after arrival in New
Zealand. The latter difference tends to be in favour of New Zealand’s immigrants, although

the magnitude of this effect is unclear.

Table 6 about here

The overall unemployment rates of recent immigrants were 35 percent for New Zealand and
39 percent for Australia. At first, these rates look exorbitantly high, as overall unemployment
rates were well under 10 percent over the period. However, one has to recognize that
unemployment rates for other new labour market entrants are high as well. Williams, Brooks,
and Murphy (1997) provide some estimates for Australia. According to these, 27 percent of
those who left the education system at the end of 1993 were unemployed five months later. A
1995 survey of Australian first time labour market entrants (those who just finished the

education system plus others) estimated their unemployment rate to be 45 percent.

18



Table 6 also decomposes the unemployment rates by gender, age and region of origin.
Women have higher unemployment rates in both countries. The differences are not as large as
one might expect though, considering that women are often tied movers who are not screened
independently as economic migrants. The age-unemployment patterns are opposite in the two
countries: u-shaped (with a low between 25-34) in Australia and inverse u-shaped (with a
high between 35-54) in New Zealand. The inverse u-shape in New Zealand is unusual, and it
contrasts with the pattern in the New Zealand-born population. Finally, as expected, the table
reveals substantial region-of-origin effects: unemployment rates are lowest for Europe-born
immigrants and highest for Asian-born immigrants. This discrepancy could be an expression

of the “English-language” effect, or capture cultural or some other differences.

Overall, one can conclude from the evidence presented in Table 6 that despite some
differences between the outcomes of immigrants, none of the two countries stands out as
particularly superior. The main impression in fact is one of similarity: immigration is by no
means a “painless” process. It is associated with high initial unemployment rates, and
European immigrants continue to be better off in the two countries relative to immigrants

from other regions.

3. Summary and Conclusions

Throughout the 1990s, New Zealand and Australia experienced substantial immigration
although its effect on overall population growth was small by historical standards. In New
Zealand's case, despite a substantial intake, immigration was only partially able to offset the
population loss due to New Zealanders leaving. In Australia's case, the immigrant intake was
relatively smaller. But with modest outmigration, it nevertheless generated a steady net

migration gain.
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The most significant policy event over the last half-century was the abolition of the
“traditional source country” preference with its resulting ethnic diversification. More recently,
both countries refined their selection process with regard to economic migrants. The New
Zealand approach is human capital based and emphasizes general skills in its selection. The
Australian approach has similar elements, although it appears somewhat more pragmatic by

maintaining elements of occupational selection.

In both countries, the region-of-origin composition continues its shift from Europe towards
Asia. Immigration is associated with high initial unemployment rates, while European
immigrants continue to be better off relative to immigrants from other regions in both
countries. It is difficult to draw firm conclusions with respect to the effect of policies on
outcomes. One potential lesson is that the limited supply of highly skilled, internationally
mobile workers puts a binding constraint on a country’s ability to implement a skill-based

immigration policy.
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Table 1. Permanent and Long-term (PLT) migration, New Zealand and Australia, 1979-1996.

NEW ZEALAND AUSTRALIA
Population Net-PLT Net-non-NZ Population Net-PLT
(in thousands) ~ Migration PLT Migration (2)/(1)x100  (3)/(1)x100 |(in thousands) = Migration (5)/(4)x100
(@) 2 3) 4 (©)
1979 3137.8 -40200 -2776 -1.28 -0.09 14515.7 55100 0.38
1980 3144.0 -34417 2603 -1.09 0.08 14695.4 75900 0.52
1981 3156.7 -28479 1331 -0.90 0.04 14923.3 119200 0.80
1982 3180.8 -11482 8689 -0.36 0.27 15184.2 128100 0.84
1983 3221.7 3180 10685 0.10 0.33 15393.5 73300 0.48
1984 3252.8 6558 8276 0.20 0.25 15579.4 49100 0.32
1985 3271.5 -8084 6648 -0.25 0.20 15788.3 73700 0.47
1986 3277.0 -21613 6420 -0.66 0.20 16018.4 100400 0.63
1987 3303.6 -14269 11453 -0.43 0.35 16263.9 125700 0.77
1988 3317.0 -15625 12353 -0.47 0.37 16532.2 149300 0.90
1989 3330.2 -24708 12477 -0.74 0.37 16814.4 157400 0.94
1990 3362.5 -4018 14624 -0.12 0.43 17065.1 124600 0.73
1991 3406.2 11616 15555 0.34 0.46 17284.0 86400 0.50
1992 3442.5 4287 12289 0.12 0.36 17494.7 68600 0.39
1993 3480.2 6848 15570 0.20 0.45 17667.1 30000 0.17
1994 3526.4 15587 23706 0.44 0.67 17854.7 46500 0.26
1995 3580.0 21697 33756 0.61 0.94 18071.8 80100 0.44
1996 3640.0 29832 44952 0.82 1.23 18310.7 104100 0.57
Change 79-96
(in thousands) +502.0 -103.3 +238.6 +3795.0 +1647.5

23



Table 2. Foreign-born population by region of birth, 1995/1996

New Zealand Australia
Oceania 26.30 9.24
UK and Ireland 38.62 28.70
Other Europe 6.93 27.74
Middle East&NthAfrica 0.73 5.25
Asia 21.81 21.92
Nth America 3.37 2.20
Sth&Ctr. America 0.00 2.05
Africa 2.24 2.90
Total 100.00 100.00

Source:

1. New Zealand: Winkelmann and Winkelmann (1998a), Table A3. Data come from the 1996 Census and include working age
population only (15-64). Based on a list of countries that had at least 1000 migrants enumerated in the census (34 countries met
this criterion).

2. Australia: DIMA Online publication. Reference date is 30 June 1995.
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Table 3: Summary of Points Scored in General Skills / Skill Independent Category

NEW ZEALAND AUSTRALIA

Qualifications
Ten points for base qualification Forty points for occupations which require diploma or advanced diploma level
Eleven points for advanced qualification qualifications;
Twelve points for Master degree or higher (compulsory registration for certain Fifty points for 'generalist' occupations which require degree level qualifications;
occupations) Sixty points for occupations that require degree (or higher) or trade level

qualifications where entry to the occupation requires training which is specific to
the occupation.

Host country qualification
Two points for a New Zealand qualification that is recognised for points Five points will be awarded where the applicant obtained a diploma, trade
qualification or degree (this was introduced on 1 July 1998); or 10 points if
the applicant holds an Australian PhD (doctorate degree) (introduced on 1
November 1999) from an Australian educational institution.

Work Experience
One point for each completed two years of experience, up to a maximum of 10 Five points for applicants who have been employed in an occupation on the
points. skilled occupation list for three out of the four years before applying;
Ten points for applicants nominating an occupation which attracts 60 points
under the skill factor, and who have worked in their nominated, or a closely
related, occupation for three of the four years before applying.

Offer of Employment/ Occupational Targeting
Five points for offer of ongoing full-time employment; no occupational targeting Five points for applicants whose skills are in short supply in Australia. These
occupations will be included on a Migration Occupations in Demand List
(MODL). A further five points will be awarded to applicants who have a
genuine job offer in an occupation included on the MODL. (Note that Australia
also operates a separate Employer Nomination Scheme)

Age
8 points if 18-24 years 30 points if 18-24 years
10 points if 25-29 years 30 points if 25-29 years
8 points if 30-34 years 25 points if 30-34 years
6 points if 35-39 years 20 points if 35-39 years
4 points if 40-44 years 15 points if 40-44 years

2 points if 45-49 years
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Migrants must be younger than 55 Migrants must be younger than 45

English Language

All principal applicants and any accompanying family members aged 16 years Fifteen points for applicants who achieve a score of at least five on each
and over must meet band score of 5 in each component of the IELTS test or component of the IELTS; Twenty points for applicants who obtain an IELTS
having an English-speaking background. Principal applicants must meet the score of six or more for each of the four components.

English language standard. Accompanying family members can instead pre-
purchase language training. The cost depends on the applicant's current level of
English (NZ$1,700-NZ$6,500)

Settlement funds
One point for $100,000 Five bonus points possible for $100,000
Two points for $200,000

Spouse Skills
One point for base qualification Five points will be awarded where the applicant's spouse also meets the
Two points for advanced qualification minimum requirements for skills (including work experience), age and English
language ability.

Host country work experience

One point per year up to two points Five bonus points possible
Family Sponsorship
Three points Not available
PASSMARK
25 points 110 points
FEES

NZ$700 and a settlement fee of NZ$180 per person (NZ$720 maximum per AUS$ 1075, 2™ Instalment of AUS$2275 for insufficient language
family) payable upon arrival in New Zealand.
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Table 4. People approved for residence by category: Economic/Social

NEW ZEALAND (by calendar year)

1992 1993 1994 1995 1996 1997 1998

Economic 14188 20337 31268 41994 28094 14425 13699

(0.55) (0.69) (0.74) (0.75) (0.66) (0.48) (0.47)

Social 11475 9166 11200 13898 14615 15380 15635

(0.45) (0.31) (0.26) (0.25) (0.34) (0.52) (0.53)
AUSTRALIA (by business year)

1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998/99

Economic 21300 18297 30400 24100 27550 34670 35000

(0.32) (0.30) (0.35) (0.25) (0.33) (0.44) (0.45)

Social 45300 43181 57700 71752 56483 43330 43400

(0.68) (0.70) (0.65) (0.75) (0.67) (0.56) (0.55)
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Table 5. Top-10 Countries of Origin among Residence Approvals in Skilled Stream,
New Zealand and Australia, Year ending June 1997.

New Zealand Australia
% %
UK and Ireland 21 UK and Ireland 18
South Africa 19 Hong Kong 11
China 15 South Africa 10
India 7 China 8
Fiji1 3 Taiwan 8
HongKong 3 India 6
Philippines 3 Indonesia 6
U.S.A. 3 Singapore 3
Iraq 2 US.A. 2
Taiwan 2 Malysia 2
Other 22 Other 26
100 100
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Table 6. Unemployment Rates of Recent Immigrants by Selected Characteristics.

New Zealand Australia
Sex
Female 0.37 0.41
Male 0.33 0.38
Age
15-24 0.29 0.43
25-34 0.33 0.34
35-44 0.40 0.40
45-54 0.40 0.60
55-64 0.29 0.68
Region of Origin
Oceania* 0.21 0.39
Europe 0.27 0.27
Southeast Asia 0.33 0.54
Northeast Asia 0.42 0.26
South Asia 0.59 0.50
Total 0.35 0.39

Source:

New Zealand: Winkelmann and Winkelmann (1998a) who analyse the 1996 Census, own calculations. Recent immigrants have spent less
than 1 year in New Zealand, i.e., between 0 and 11 months.

Australia: Williams, Brooks, and Murphy (1997), Table 4. Results are based on the Longitudinal Survey of Immigrants to Australia
(LSIA) The first round of interviews began in 1994 and was completed in 1995. A total of 5192 immigrants (out of a population of some
75,000) who were principal applicants for permanent resident visas and who arrived in Australia during the period September 1993-
August 1995, were interviewed within 3 to 6 months after arrival.

*"Oceania" excludes New Zealand citizens in the case of Australia, but includes Australia-born people in the case of New Zealand.
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! Concise summaries of the two countries’ earlier migration experiences can be found in Price (1998), Burke (1986),
and Shroff (1988).

% Australia has about 6 inhabitants per square mile and New Zealand about 33. This is well below the United States
(74), or Western European countries such as Germany (600). (Statistical Abstracts of the United States, 1994).

3 As a matter of fact, the net migration rate had turned negative again by the end of the decade. For the year ending
January 2000 there was a net loss of 9,460 permanent and long-term migrants, up 14 per cent on the net outflow of
8,330 in the January 1999 year (Statistics New Zealand, External Migration (January 2000) - Media Release).

* The economic determinants of Trans-Tasman migration have been studied in Brosnan and Poot (1987), Gorbey,
James and Poot (1999), Poot (1995), Poot, Nana and Philpott (1988), and Nana and Poot (1996), among others.

> Of the 24,686 New Zealand permanent migrants to Australia in 1998/99, only 76 percent were born in New
Zealand. The rest were “step-migrants” (DIMA, 2000). New Zealand permanent residents can apply for citizenship
after 3 years of residence (Citizenship can be obtained after 2 years of residence in Australia).

 On 30 June 1997 , a further 19.2 per cent were Australia-born but had at least one parent born overseas.

7 These tabulations are made available by the respective immigration services over the internet. In fact, it is possible
for prospective immigrants anywhere in the world to conduct a self-assessment and to find out whether or not the
combined number of points is sufficient for immigration. The transparency of the system is somewhat diminished in
Australia, since the various occupational classifications require judgements that may not be immediately available to
the individual.

¥ People with outstanding academic or other abilities can apply under different programs, such as the “Distinguished
Talent Scheme”, or the “Employer Nomination Scheme”.

? Literally speaking, not everyone coming through the economic category is points tested, since the points test only
involves the principal applicant, although accompanying direct family members are also counted among immigrants
in that class.

' It was mentioned before, that New Zealand was the most important country of origin for Australian immigrants in
the late 1990s. However, since New Zealanders do not need residence approval, they are not included in this table.
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