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1. Introduction

Australia and New Zealand have much in common. Given their geographic proximity, their
shared colonial past, and their close economic integration, it should not be surprising that their
current approaches to immigration policy are in many ways similar. In particular, both
countries emphasi se the economic contribution immigrants are expected to make. Y et, there
are small but important differencesin policy aswell. A study of the differencesin post-
migration outcomes, if any, can thus shed some light on the role of the selection system for
the economic success of immigrants. To this end, the chapter provides an analysis of the

recent immigration history of the two countries, including aspects of quantity, quality, and

policy.

The next section starts with a description of the quantitative dimension of immigration: how
many immigrants entered the two countries, and what were the contributions of external
migration to population growth. The following section considers qualitative aspects of
migration. Finally, an attempt is made to evaluate policy outcomes using empirical evidence
on immigrants arriving in the 1990s. It is found that with alimited worldwide supply of
internationally mobile skilled migrants, geography and macro-economic performance appear
more important than policy in determining the size and the skill-composition of a country’s

potential immigration flows.



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

In this part, we will assess the status of Australiaand New Zealand as immigration countries
in the last decade(s) of the 20™ century.! Both New Zealand and Australiaremain relatively
unpopulated countries, and hence offer ample opportunity for population growth.> 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 devel opment
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.
Asidand states, both Australiaand 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 ideaisto 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 cumul ative 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’ sin 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 nationalsin 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 arule 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 isto alarge

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-national's, 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 Australiais 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 Australiaand 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 migrantsis 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 overseasin 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 gainsin Australia, that
built up since World War I1. At current immigration rates, the share will stabilise or declinein
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 15.4to 17.5

(Winkelmann and Winkelmann, 1998a).



3. 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 Australiaand New Zealand (this program includes an annual UNHRC refugee alocations
of 4,000 to Australia and 800 to New Zealand, but the total size usually istwo or three times
aslarge), family reunification is a major factor, even though various steps have been

undertaken over the yearsto 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. Thefirst 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 skillsthat are involved.

3.1 Occupational migration

Traditionally, successive New Zeaand 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 aforce 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 thisissue 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 avacancy from the local labour market or by training.

3.2 Cultural Diversity

The second important characteristic of immigration policy isits 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 atraditional
source country and that the skills were not in demand in the country of origin (NZIS, 1997).

Thiswas 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. Initialy, thislist 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, athough 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'simmigration 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 legidlation (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 cameto a
conclusion as early as 1966 when Immigration Minister Opperman, after areview 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 countriesin
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. Thisreflects the fact that at various timesin the
1950s and 1960s, the Netherlands, Germany, Italy, Greece, Turkey and Y ugoslavia 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, Australiain 1995 had a much larger share of immigrants from the Middle East and
North Africa, aswell as South and Central Americathan New Zealand. On the other hand, a
disproportionate number of New Zeaand’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. Overal, though, one can clearly uncover the earlier commitment of Australiato 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.



3.3 Current Policy

At first glance, current immigration policiesin Australiaand 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’ (NZIS1997). 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 imbal ances has been replaced by alonger-term perspective that fits into the current
emphasis on a*“knowledge society”. In fact, Australia advertises its multicultural society asa
competitive advantage: “'Productive Diversity' is an expression which recognises the
economic value of Australia’s culturally diverse society. Through 'Productive Diversity’,
companies can devel op a competitive advantage by leveraging their most valuable resource:

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

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



3.4 The point system

Points are awarded in away 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 atypical 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 migrantsin the two
countries.” The guiding principles of the human capital model can be identified in both
systems, athough 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 atrade-off between age at the time of application and labor market experience that
can beillustrated 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 pointsis 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 ageis an increasing function of age at entry into the labour market. Interestingly,
the inclusion of pointsfor experience leads to a system where immigrants tend to be older (the
prime-age range is between 29 and 44), and one can gquestion 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
gualifications and experience, for agiven age, are negatively related. It isinteresting 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, aPh.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. Thiswas, 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 systemin
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 asimilar system: although migrants are entitled to 510 hours of government-funded
tuition (or the number of hoursit takes to reach functional English), adults with insufficient
English proficiency are liable for aso-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 agood way to
“sel|” Australian education programs in the Asian market).® Points for experience are awarded
if the person worked in askilled 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 aready mentioned before that occupation plays still an activerolein 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, athough both countries operate a point system to select skilled economic
migrants, the relative valuation of potential migrant’s characteristicsis 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.

3.5 Outcomes

A comprehensive assessment on the relative merits of the two selection processes, in
comparison with each other, and in comparison with aternative systems as they are operated
in other countries, in the sense of aformal 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
dataisone, 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

limited: since the pool of qualified internationally mobile migrantsis small relative to the

14



overall demand, and since Australiaisonly a*“small player”, it must accept most of the
applicants, unless the annual intake isto be reduced quiet abit. If thisisavalid argument for

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

Of course, for the direct competition between Australiaand New Zealand, differencesin 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
migrantsis analysed, indicating potential differencesin 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 Australiaand 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
devel oped 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

Trans-Tasman traffic of young New Zealandersto Australia, but it also is likely to mean that

15



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 migrantsin agiven
year, with family and humanitarian migration being the aternatives. Table 4 aggregates these
two categoriesinto asingle “socia”-migration category. It isfound 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 madein
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
Australiaand 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.
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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 countriesin the Top-10 list was 30
percent in New Zealand and 44 percent in Australia. Furthermore, there was substantial
migration from South Africain both countries, reflecting the political changes taking place in
that country. Taken together, about one half of the approvalsin 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 aready shown in section 3.2., that Australia’ simmigration 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 approvalsin 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 socia 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 incompl ete picture of
the overall contribution of immigrants to the economy, asit 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 immigrantsin 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 Australiato 0-11 month after arrival in New
Zealand. The latter difference tends to be in favour of New Zealand' simmigrants, 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 |eft 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.
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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 alow 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.

4. 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 Australias 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 genera skillsin 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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! Concise summaries of the two countries earlier migration experiences can be found in Price (1998), Burke (1986),
and Shroff (1988).

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

¥ Asamatter 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 |oss 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 Australiain 1998/99, only 76 percent were born in New
Zedand. Therest 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, afurther 19.2 per cent were Australia-born but had at least one parent born oversesas.

" These tabul ations 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 pointsis 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
theindividual.

8 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.

101t was mentioned before, that New Zealand was the most important country of origin for Australian immigrantsin
the late 1990s. However, since New Zeal anders do not need residence approval, they are not included in this table.
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