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7 MINISTRY OF BUSINESS,
| INNOVATION & EMPLOYMENT
HTKINA WHAKATUTUKI

BRIEFING

Review of temporary work rights settings - proposals

Date: 14 December 2016 Priority: Low
Security In confidence Tracking 1320 16-17
classification: number:

Purpose

To 'seek your agreement to the scope of the review of temporary work settings, with a particular
focus ofi'the Essential Skills visa policy. If you agree to the phase one proposals, they could be
agreed In grineiple by Cabinet in early 2017. Officials recommend public consultation is
undertaken®efoge final decisions on the review are made. We would like to discuss the phase two
proposals with§ou.

Executive summary.

Background

Temporary migrants can help tefaddress genuine skill and labour shortages and are important to
the economy. However the numbefs bf temporary migrants in some industries with lower-skilled
jobs, lower-wages and lower productivityake increasing and this could over time reduce the
incentives on firms to think long-term akiout workforce development or consider changes to higher
productivity business models.

Work is already underway to address the incfedsing numbers of long-term temporary migrants. In
July 2015, Ministers with power to act agreed to\thesdevelopment of a pathway to residence for
long-term temporary migrants (pathway policy) cufrenily employed in the South Island. The
recently released Skilled and Safe Workplaces chaptér6f the Business Growth Agenda set out
that, over the next year, the Government will review tempofary work rights settings to improve the
long-term labour market contribution of temporary labour nigratien.

Phase one

We have separated the review into two phases. Phase one recommends immediate changes that
can be made to Essential Skills visa policy to ensure that cohorts of I6wer-skilled temporary
migrants cannot stay here indefinitely.

Officials recommend that a Cabinet paper be drafted to seek agreement in prineiple to phase one
of the review, subject to consultation, which could include any of the following:

a. Introduce a maximum duration of three years for holders of lower-skilled"Essential Skills
visa to remain in New Zealand, after which they will be required to remainutside New
Zealand for one year before being able to apply for a further similar visa.

b. Restrict the ability for lower-skilled Essential Skills visa holders to bring their children ta
live in New Zealand, by removing the eligibility of children of lower-skilled Essential
Skills visa holders for a Dependent Child Student visa and a Dependent of a Worker
Visitor Visa

c. Restrict the ability for lower-skilled Essential Skills visa holders to bring their partners to
live in New Zealand, by removing the eligibility of partners of lower-skilled Essential
Skills visa holders for a Partner of a Worker Work Visa and a Partner of a Worker Visitor
Visa
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d. Introduce remuneration bands (that align with the thresholds agreed to for the Skilled
Migrant Category) to help determine the skill level of Essential Skills visa holders, and
associated visa conditions

e. Reinforce that Essential Skills visas may only be granted for the period for which the
employment is offered, and clarify how this applies to seasonal work.

Phase two

Phase two focuses on changes to incentivise employer behaviour that will contribute to New
Zealand achieving the government’s strategic objectives for the labour market. While the changes
are not intended to prevent firms from accessing temporary migrants where there is a genuine skill
orpersistent labour shortage, they are intended to shift employer behaviour at the individual firm,
industkysor regional level.

The phase'two proposals are more complex and earlier in the development phase. Officials have
begun work on the following proposals and seek your feedback on them:

a. AdjuSting the avenues available to access Essential Skills visas to incentivise more
empléyers to become accredited, while also ensuring that the assessment of Accredited
Employefsris, appropriately robust.

b. Exploring optians for further targeting of immigration settings by regions or sectors,
including where fiere are persistent localised labour shortages.

c. Expanding the existing“Accredited Employer (Labour Hire) programme so that all labour
hire firms nationwidé aye_required to become accredited before they are able to employ
Essential Skills migrants.

d. Strengthening the existing E§sential Skills requirements to train and recruit local
workers.

e. Reviewing the process for occupatiofis.being added to and remaining on the Essential
Skills in Demand lists, as well as the{nohsimmigration responses for an occupation on
the lists.

f. Exploring whether further changes should’b€& made to requirements of seasonal
Essential Skills visa holders and their employers,

Next steps

Officials recommend that you seek Cabinet agreement to the dire€lién of the review and to
consultation on the proposals above in early 2017. The proposals cellg seek agreement in
principle to the proposals in a standalone Cabinet paper or, due to their jnterconnectedness,
incorporated into the South Island pathway Cabinet paper.

Officials recommend that you forward this briefing paper to the Ministers of Fiffance, Tertiary
Education, Skills and Employment and Social Development.
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Recommended action

The Ministry of Business, Innovation and Employment recommends that you:

a.

e.

g.

Note that the Cabinet paper New Zealand Residence Programme 2016-17 —2017-18
stated that officials have been directed to investigate a range of changes to the Essential
Skills work visa category and that Cabinet would be asked to endorse further changes to
the Essential Skills visa policy [CAB-16-MIN-0500 refers]

Noted

Note that the recently released Skilled and Safe Workplaces chapter of the Business
Growth Agenda set out that over the next year the Government will review temporary work
tights settings to improve the long-term labour market contribution of temporary labour
paigration

Noted

Note that you are due to report back to the Cabinet Economic Growth and Infrastructure
CommitteeAEGI) with the detailed design of a policy to provide a pathway to residence for
long-term temperary migrants currently employed in the South Island [CAB-15-MIN-0088
refers]

Noted

Agree that a Cabinet papef be drafted to seek agreement in principle, subject to
consultation, to the folloWing proposals that make up phase one of the review and ensure
that cohorts of lower-skilled temporary migrants cannot stay here indefinitely:

Introducing a maximum durafion of three years for lower-skilled Essential Skills visa
holders, after which there wilNoefa®ne year stand down period before they can apply
for another lower-skilled Essential Skills visa.

Restricting the ability for lower-skilled Egséntial Skills visa holders to bring their
children, by removing their children’s eliQibility for a student or long-term visitor visa
based on the parent’s Essential Skills visas

Restricting the ability for lower-skilled Essential/Skills visa holders to bring their
partners, by removing their partners’ eligibility fér a’Bartner of a Worker Work Visa or a
Partner of a Worker Visitor Visa.

Introducing remuneration bands to determine the skilllgvel.of an Essential Skills visa
holder (and their associated visa conditions), based on sélarysor income information.

Reinforcing that Essential Skills visas may only be granted fopthe period for which the
employment is offered, including making explicit how this appli€sA0seasonal work.

Agree/Disagree

Agree that any of the proposals in phase one that you agree to be incorporated into a
standalone Cabinet paper

Agree/Disagree

Note that if Cabinet agrees to the proposals in recommendation d above, a Cabinet paper.
reporting back on the result of the consultation process and seeking agreement for the
implementation of the changes will be required by April 2017 at the latest, in order to
achieve July 2017 implementation

Noted
Agree to discuss with officials the proposals that make up phase two of the review
Agree/Disagree
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&

h. Forward this briefing to the Ministers of Finance, Tertiary Education, Skills and
Employment and Social Development.

Agree/Disagree

/ ndy Jackson Hon Michael Woodhouse
ager, Immigration Policy Minister of Immigration
, Science and Enterprise Group, MBIE
_____ / S A A
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Background

Previous decisions leading to review

1.

In May 2016 the Ministers of Finance, Tertiary Education, Skills and Employment, and
Immigration and the Associate Minister of Immigration received a briefing on Improving the
long-term contribution of temporary migration to the labour market [briefing 3128 15-16
refers] which sought agreement to explore changes to temporary migration settings, starting
with the Essential Skills policy, to ensure better alignment between immigration, welfare and
education settings.

In August 2016 the Cabinet Strategy Committee considered a submission on Auckland
Infrastructure: Immigration and Housing: Recent Trends [STR-16-MIN-0004 refers]. The
Committee noted the potential policy options that could be explored, and that further papers
woulg"bessubmitted to the Cabinet Economic Growth and Infrastructure Committee on
issuesy’including possible changes to:

a. EssSential Skills temporary work visa policy to ensure better alignment between
immigfation, welfare and education settings, and to increase incentives on employers
to employ apd train New Zealand workers

b.  The circumstances under which temporary work visa holders can bring partners and
family to New Zealand.

In the Cabinet Strategy €ommittee reference was made to other temporary visa categories,
including Working Holiday Vis@s, At this stage no work is underway on other temporary work
rights visa categories, other than the.Essential Skills visa policy.

The Cabinet paper New Zealand Residence Programme 2016-17 — 2017-18, considered by
EGI on 26 September 2016, stated that yé®, had directed officials to investigate a range of
changes to the Essential Skills work visa,€ategory for workers and that Cabinet would be
asked to endorse further exploration of changes to the Essential Skills work visa category
[CAB-16-MIN-0500 refers].

In October 2016 officials provided you with the briefingrpaper Essential Skills Review —
options and timing, which proposed a package of chapges to the Essential Skills visa
category. Those proposals will form part of the review,

The Building Skilled and Safe Workplaces’ chapter of the(Business Growth Agenda,
launched on 9 November 2016, included reference to the GeVerament’'s commitment to
review temporary work right settings to improve the long term Caontribution of temporary
labour migration. The chapter included two projects, which are beinguincorporated into the
one review:

a. The government will explore changes to temporary visa settings toensure that
employers are incentivised to attract, hire and upskill local workers, @s/foart of our
objectives of improving the long-term labour market contribution of temprary and
permanent labour migration, and

b.  The government will examine how skills shortages may be better defined andhow,that
information can be more effectively employed across the economy and skills sysitem,
with the aim of incentivising the employment of New Zealanders and informing their
skills development, while still ensuring that sectors and regions facing genuine
shortages can easily get the workers they need.

The review will contribute to Better Public Services Result 1 (Reducing long-term welfare
dependence), as one of the objectives is to strengthen requirements to employ and train
local workers, including beneficiaries.
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South Island pathway policy

8. In July 2015 Ministers with power to act agreed, subject to further policy design, to the
development of a pathway to residence for long-term temporary migrants currently employed
in the South Island (pathway policy). The policy is aimed at a small pool of long-term
temporary migrants who are meeting genuine regional labour market needs but have no
pathway to residence.

9. A Cabinet paper proposing the detail of the pathway policy has been drafted and circulated
to the Ministers of Finance, Tertiary Education, Skills and Employment, and Social
Development for their feedback. The paper has now been finalised and is awaiting an
opportunity to be considered by the Economic Growth and Infrastructure Committee to get
wider Cabinet agreement [CAB-15-MIN-0088 refers].

Opportdgnities to improve temporary work settings

10. Inrecentgears, we have seen an increase in the number of people granted visas that allow
work. Oveérallthe number of temporary migrants has increased almost 50 percent in the last
10 years andd@isthessame time there was an increase of 11 per cent in Essential Skills visa
approvals betwegn2014/15 and 2015/16.

11.  Temporary migrants gan help to address genuine skill shortages and are important to the
economy. However the nambers of temporary migrants in industries with lower-skilled jobs,
lower-wages and lower prdductivity are increasing and this could over time have negative
impacts on the Government'slong-term labour market objectives.

12. The long-standing supply of tempafary, migrants to such sectors are difficult to quantify.
However, based on the evidence available, we consider there is a risk of:

a. areduction in the attractiveness te’eémployers of New Zealanders, including
beneficiaries and school leavers

b.  areduction to the incentives on employe«sSto offer better wages and/or terms and
conditions, including training, and

c. the embedding of low-cost labour models and/isincentives to shift to potentially more
productive ways of organising businesses.

13.  While we do not have clear evidence of the displacement(of New Zealand workers at a
national level, they are more visible at a local and specific indusity or occupation level. For
example, as part of the analysis undertaken to inform the SectorWprkforce Engagement
Programme (SWEP), we have observed that certain industries (e«g.0airy) have changed
their hiring patterns over time to an increased preference for temporary/migrants over New
Zealanders. This may have particular impacts on opportunities for behgfieiaries.

14. The increasing number of migrants meeting the labour needs in some seCtorSer occupations
may contribute to firms continuing to rely on labour-intensive operating model§. This may
reduce incentives for capital investment and innovation, and reduce opportunitiestar
productivity growth.

15.  The Government’s objective for migrant labour is to enable it where there is genuine néed,
but to ensure that New Zealanders are first in line for employment opportunities. Increasing
numbers of temporary migrants in lower-skilled jobs with lower wages where there is no
strong evidence of genuine skill shortage may impact over time on employers’ incentives to
employ and train domestic workers, including beneficiaries and school-leavers.

16. The immigration system is set up to strike a balance between enabling labour migration
where there is genuine need and ensuring that the requirements built into the system restrict
access to migrant labour where there is no genuine labour or skill shortage. The system
largely gets this balance right, but the increasing numbers of lower-skilled and lower-paid
temporary migrants indicate that the existing tools and requirements to achieve that balance
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are not working as well as they could in parts of the labour market. The review will propose
changes to correct this.

Objectives and scope of the review

17. Inthe May 2016 briefing paper Improving the long-term contribution of temporary migration
to the labour market the following objectives were set for this work [briefing 3128 15-16
refers]:

a.  ensure that temporary migrants (and their families) in lower-skilled jobs, who are not
able to qualify for residence, do not become well-settled here, and

b. identify how salary might be used to support temporary migration processes

0. o, strengthen the requirements on firms and industries to employ and train domestic
workers before using temporary migrants in lower-skilled and lower-waged jobs

d. ‘“smake it easier for firms to recruit higher-skilled and higher-paid migrant workers and
easier for those migrants to stay here, and

e. reinfofcesdhat Essential Skills may only be granted for the period for which the
employmentis offered, and how this applies to seasonal work.

18. The changes recommMended are not intended to prevent employers from using lower-skilled
migrant labour. Whefe employers can prove a genuine labour or skills shortage they will be
able to continue to accegS migrant labour.

19.  We have separated the package of the review into two phases:

a. Phase one recommends imm€diate changes that can be made to Essential Skills visa
policy to ensure that cohorts,of lower-skilled temporary migrants cannot stay here
indefinitely.

b.  Phase two presents proposals that’afé\in garly stages of policy development, and are
not clear-cut adjustments to existingimyfigration settings, but which would be likely to
result in more substantial shifts in empléyer' béhaviour and help achieve the
Government’s labour market objectives in the lopg-term.

Phase one of the review

20. Phase one focuses on incremental adjustments to the ESgé€ntial Skills visa policy to help
prevent the creation of a future pool of long-term temporarysfpigrants in lower-skilled and
lower-paid jobs, with no pathway to residence. The proposalsfOnphase one are well
developed and there is a clear relationship between the change’proposed, the negative
outcomes we want to address, and the impacts on migrants and efiployers. Public
consultation will still be valuable to ensure that any unintended conseguences are identified
and mitigated.

21. These proposals are directly related to addressing the visa settings that led*tothe need for a
South Island pathway policy. As that work has been ongoing for some time, thosesgroposals
are more developed. They are also relatively straight-forward to implement and, opce
implemented, will ensure that current and future cohorts of migrants will not be ablefto stay
long-term and become well-settled here.

22. Officials recommend that a Cabinet paper be drafted to seek agreement in principle, subjeet
to consultation, to the following proposals that make up phase one of the review:

a. Introducing a maximum duration of three years that lower-skilled Essential Skills visa
holders can remain in New Zealand, after which they will have a one year stand down
period.

b.  Restricting the ability for lower-skilled Essential Skills visa holders to bring their
children, by removing the eligibility of children of lower-skilled Essential Skills visa
holders to a Dependent Child Student visa and a Dependent of a Worker Visitor Visa
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23.

C. Restricting the ability for lower-skilled Essential Skills visa holders to bring their
partners, by removing the eligibility of partners of lower-skilled Essential Skills visa
holders to a Partner of a Worker Work Visa and a Partner of a Worker Visitor Visa

d. Introducing remuneration bands that align with the thresholds agreed to for the Skilled
Migrant Category, to help determine the skill level of Essential Skills visa holders, and
their associated visa conditions

e. Reinforcing that Essential Skills visas may only be granted for the period for which the
employment is offered, and setting out how this applies to seasonal work.

These proposals extend the initial proposals in the previous South Island pathway policy
Cabinet paper which was consulted with key Ministers. The previous version sought
agreement that changes would be made to Essential Skills visa policy to prevent lower-
skilled migrants and their families staying indefinitely, but did not outline how those changes
woula™berdesigned.

Phase two of the review

24.

25.

26.

The immigFation system provides valuable opportunities to both improve labour market
participation fer/New Zealanders and also improve the overall skill level of the New Zealand
workforce. Thesgystem has to be both enabling but targeted to ensure that migrant labour is
granted with minimairegulatory overhead when need is genuine, and that we have the right
tools to restrict access to migrant labour when this would conflict with the Government’s
objectives to raise produétiyity and incentivise the employment and training of New
Zealanders.

Phase two focuses on leveraging the.opportunity that the immigration system provides to
incentivise and reward employer Behayiour that will contribute to New Zealand achieving the
government’s strategic objectives ferthe labour market. Our intention is to shift the
emphasis of the visa application procéss from the migrant to the employer, and rewarding
employers who go through the AccreditedsEmployer process by making it easier to recruit
migrants through that pathway. By comparisgn.the other pathways to Essential Skills visas
will become less attractive, and all pathways WilbhaVe a greater emphasis on the
assessment and accountability of the employer.

The phase two changes do not set out detailed amen@ments to settings and therefore do not
attempt to quantify impacts at this stage. Officials conS§idet.that, if agreed, they are likely to
result in more substantial shifts in employer behaviour at the/individual firm, industry or
regional level. As they are both more complex and earlier infthgix, development than phase
one, we recommend that Ministers agree to further work to be‘updertaken on:

a. Adjusting the avenues available to access Essential Skills vi§asstasdncentivise more
employers to become accredited, while also ensuring that the agSessment and
monitoring of Accredited Employers is appropriately robust.

b.  Exploring options for further targeting of immigration settings by regiohs0r sectors,
including where there are persistent localised labour shortages.

C. Expanding the existing Accredited Employer (Labour Hire) programme so thatsah
labour hire firms nationwide are required to become accredited before they aré-able to
employ Essential Skills migrants.

d.  Strengthening the existing requirements under the Essential Skills policy to train and
recruit local workers.

e. Reviewing the process for occupations being added to and remaining on the Essential
Skills in Demand lists, as well as establishing which non-immigration response(s) an
occupation being on the lists will initiate.

f. Exploring whether further changes should be made to requirements for seasonal
Essential Skills visa holders and their employers.
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Phase one: ensure that lower-skilled temporary migrants cannot
stay here indefinitely

Introduce a maximum duration for holders of Essential Skills visas granted for
lower- skilled jobs

Status quo

27.

28.

Lower-skilled Essential Skills workers, currently defined as ANZSCO level 4 and 5 workers,
are only issued with visas of up to one year’s duration. There is however currently no limit on
the number of times a migrant can be issued with an Essential Skills visa, as long as they
eQntinue to meet the Labour Market Test.

THe current settings of the Essential Skills visa policy mean that there are some long-term
temperaw migrants who are meeting genuine regional labour market needs but have no
pathway to residence as their jobs are classified as lower-skilled. These migrants and their
families have become well-settled, but have to deal with the uncertainty of having to reapply
for visas reguiarly.

Proposal

29.

30.

31.

32.

33.

34.

The introduction of @¥maximum duration that Essential Skills visa holders can spend on a
lower-skilled visa wotld remove the ability for migrants to become well-settled if they do not
have a pathway to residghgeé, It would reinforce the temporary nature of the visa and
manage the settlement eXpectations of lower-skilled Essential Skills migrants.

This proposal would still require lower-skilled Essential Skills visa holders to meet the Labour
Market Test each time they applied foria subsequent visa.

Officials recommend a three year maximuin duration, with a one year stand down period.
Once a lower-skilled Essential Skills visafiolder has reached the maximum number of years
in New Zealand, they must either transitiof td . a’more highly-skilled Essential Skills visa, or
spend a year outside New Zealand before they.ase able to apply for another lower-skilled
Essential Skills visa.

The objective of this change is ensure that Essential’ Skills visa holders who are unlikely to
have a pathway to residence do not stay long-term in Néw{Zealand. Consideration will need
to be given to how to ensure that temporary workers do‘hgtsimply move onto a different visa
category, rather than leaving the country. For example, this’céuld involve restricting the
ability of lower-skilled Essential Skills visa holders transitioning/dikectly onto student visas for
low-level qualifications in order to remain in the country.

Ministers have directed a review of partnership policy, to be reported/dackeby mid-2017, and
this will consider how such work rights should be allocated, including Whether they should be
available to partnerships of recent duration.

The skills level of Essential Skills visa holders will be determined by the new dpproach to
Essential Skills visa skill levels set out in more detail in the section below.

Impact

35.

Officials considered two options for introducing a maximum duration for lower-skilled
Essential Skills visa holders, a maximum of two years, or three years. The impacts of the
options considered are set out in table one below, and show the number of Essential Skills
visa holders in 2015/16 that would be affected by each option, and how this compares with
all Essential Skills visa holders.
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Table one: Indicative impacts of the two maximum duration options on lower-skilled Essential Skills

visa holders'

Lower-skilled ES visa

Top 5 sectors

Top 5 regions

ST
SO

workers that held an ES
visa for two years or
more

Truck Driver (General) (283)
Personal Care Assistant (97)

Option Z (# of lower-skilled ES visa (# of lower-skilled ES
holders in 2015/16 holders) visa holders)
@ 2881 held visas for two | Retail Supervisor (276) Canterbury (948)
years or more ;
@ / Two year _ . Dairy Cattle Farm Worker (109) | Auckland (638)
= That is 22.5% of all .
maximum Aged or Disabled Carer (420) Otago (615)

Marlborough (121)
Wellington (112)

Forestry worker (61)

Y, 1708 held visas for Aged or Disabled Carer (277) Canterbury (503)
Thret_a three years or more Retail Supervisor (143) Auckland (423)
maximum That is 24% of all .

duration tkors that held an ES Truck Driver (General) (210) Otago (357)
(recommended) r three years or Personal Care Assistant (61) Marlborough (94)

Wellington (62)

36.
opportunity to

ensuring that migrants with

Zealand. ltis

transition

also prowdes

existing staff to fill the role.

37. ltis estimated

on an Essential Skills visa for five yea
proposed South Island pathway. This

that around 1,600 lo

maximum duration.

38.

more regularly.

39.

ore highly-skilled work visa or obtain residence, while also
thway to residence do not become well-settled in New
loyers with sufficient time to recruit new staff or upskill

A maximum duratlon of t syears provides a balance between giving visa holders the

)?ﬁgemporary workers in the South Island have been
ore and may be eligible for residence under the

)’vish the immediate impact of introducing a

For firms that continue to hire lower-skilled mig%(s, this may reduce their productivity, as
they will lose the skills of their experienced migrant
be less productive. It may also increase their costs af r

ers and the new workers would likely
itment, as they will be recruiting

ills workers may incentivise
ill also come with a cost
or costs.

The increased cost of continuing to hire lower-skilled Esse
some employers to invest more in training New Zealanders.
to the firm. We would need to consult to better quantify these i

*
Restrict the ability for lower-skilled Essential Skills visa holders/ 'ng their
children and partners

Status quo

40. Currently, partners of Essential Skills Visa-holders may be eligible for elther a Partger of a
Worker Work Visa (with open work rights) or a Partner of a Worker Visitor Visa. B @

allow the partner to stay in New Zealand for the same duration as their partner’s Ess aI
Skills Work Visa. There is no salary threshold required for this. Where the principal VZ
applicant is working in a lower-level occupation, the partner is likely to be in low-wage, lo r(%

skilled work.

41. Essential Skills visa holders earning $36,850.44 per annum or above are able to bring their
children with them for the length of their Essential Skills visa. Children of Essential Skills
workers are treated as domestic students (only charged domestic contributions) through

! We cannot model lower-skilled Essential Skill holders according to the new skills determination, so these impacts are
modelled using ANZSCO 4 and 5 Essential Skills holders as a proxy.
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primary and secondary school, but are required to transition to a visa in their own right when
they no longer qualify as dependants.

42. This situation is undesirable because migrants and family members without a pathway to
residence can become well-settled in New Zealand and lose ties with their home country,
without the rights of New Zealand residents. Lower-skilled Essential Skills visa holders can
be required to leave at short notice. It is also undesirable as the tax paid by the family may

be less than the education and health benefits they receive.

@/’roposal
@. Restricting the ability of lower-skilled Essential Skills visa holders to bring their partners and
children will reinforce the temporary nature of the visa, and reduce expectations of
&ttlement.
44. Offielals recommend that partners of lower-skilled Essential Skills visa holders no longer be
or a either a Partner of a Worker Work Visa or a Partner of a Worker Visitor Visa.
lower-skilled Essential Skills visa holders would still be able to come to New
émet the requirements for a visa in their own right, including as a short-term

Zealand
visitor.

45. Officials also r

be eligible fora D
based on their parent’s E
holders would still be a

including as short-term visit

end that children of lower-skilled Essential Skills visa holders no longer
nt Child Student visa or a Dependent Child of a Worker Visitor Visa
ntial Skills visa. Children of lower-skilled Essential Skills visa
ome if they met the requirements for a visa in their own right,

S

Impact

46. The impacts of these changes are

Table two: Options and indicative impacts
visa holders to bring their family?

¥

7

in table two below.
tricting the ability of lower-skilled Essential Skills

Secondary visa holders

/"
Q op 5 sectors
(ﬁ

Top 5 regions

Option linked to ES visa holders in : (# of
2015/16° A“e's""‘"d'e“) partners/children)
Restrict the Approx. 1,150 of Partnerof a | Aged or 604)‘3 Carer (151) | Auckland (346)

ability for lower-
skilled Essential

Worker Work Visas were linked
to an ANZSCO 4 & 5 ES visa

Truck Driver (Gegeral) (126)

Canterbury (376)

Skills visa holder Retail Supervisor ( Otago (173)
holders to bring | That is 24.7% of all Partner of | Dairy Cattle Farm W0 4) | Wellington (52)
their partners | 5 Worker Work Visas linked to p i Care Assisiar: eMarib T
with them all Essential Skills visa holders | ~€rsonai sare Assistan /’_\ arlborough (41)
Restrict the Approx. 500 of dependent Truck Driver (General) (76) \

ability for lower-
skilled Essential

student visas were linked to an
ANZSCO 4 & 5 ES visa holder*

Aged or Disabled Carer (67)

»$?erbury (163)
Adckland{101)
Otago

holizirl;stxits):in That is 26.4% of all dependent Dairy Cattle'Farm Worker (21)
their chil dreng student visgs linked to all ES Retail Supervisor (17) Wellingto
with them visa holder Bus Driver (14) Marlborough (15) 7

2 Note that there are limitations to this data, and a number of assumptions were used to produce indicative impacts.
There are a significant number of both dependent visas that are not linked to any principal visa holder.

* We cannot model lower-skilled Essential Skill holders according to the new remuneration bands for determining skill
levels, so these impacts are modelled using ANZSCO 4 and 5 Essential Skills holders as a proxy.

* Reduces costs on NZ’s education system (approx. $6,000 a year per child)

® In 2015/16 there were 4653 dependent student visas linked to an Essential Skills visa, and there were dependent
student visas 8762 linked to all visa types.

6;3
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47.

48.

These changes would reduce the numbers of secondary applicants associated with Essential
Skills visa holders in New Zealand. It is likely to discourage some lower-skilled Essential
Skills visa holders from coming to New Zealand, or remaining here long-term, but not
significantly reduce the numbers of principal Essential Skills applicants. It may impact some
rural schools and it is likely to reduce the demand for English as a Second Language
teaching.

Research from 2013 showed that family category migrant employment is associated with
statistically significant negative impacts on hiring of youth and beneficiaries®. Removing
eligibility for visas for partners of lower-skilled Essential Skills visa holders would potentially
provide more opportunities for local workers to take on those roles, where they are available.

Reinforce that Essential Skills may only be granted for the period for which the
employment is offered and the application of this limitation to seasonal work

Status quaé

49.

Essential(Skills visas are granted for the period for which the employment is offered, up to a
maximum feAgth determined by their skill level. Visas are often granted for less time than the
maximum length due to the offer of employment being shorter.

50. For seasonal workerg on Essential Skills visas, the period for which the visa is granted
should be for the perjéd of employment i.e. the season. However, this has been
inconsistently applied.

Proposal

51. Strengthen the existing requirementsthat Essential Skills visas only cover the period for which
the employment is offered. Changes would be made to Immigration Instructions to make it
explicit that for seasonal workers the"period of employment must be restricted to the length of
the season.

52. This will mean that at the end of the seasén,werkers would be required to leave New
Zealand, but could return the following year,‘pravided there continued to be a shortage of
New Zealand workers.

53. Until the change in Instructions come into force, Imshigration New Zealand (INZ) will reiterate
to front line staff that when issuing Essential Skills visag'té'seasonal workers, that visa is only
meant to cover the length of the season. INZ will also Us¢'it§ stakeholder relationships to
signal this expectation to relevant sectors.

Impact

54. The sectors and occupations that are likely to be affected include:

a. Rural contractors (e.g. tractor drivers, combine harvester drivers,Silage/haylage
workers)

b.  Meat workers (i.e. Halal slaughterers)

c.  Adventure tourism staff (e.g. jet-boat guides, skydive instructors)

d.  Shearers and shed hands

e.  Skiseason staff (includes instructors and other staff who work on the fields)

f. Winery staff (vintage workers and cellar hands), and

g. Fishing.

55. In addition to specific sectors, specific locations are seasonal. For example, the Fox and

Franz Josef glaciers are only open for a short season. Summer is generally the peak season
for tourist areas such as Rotorua, while Queenstown has two peaks, in summer and winter.

® Keith McLeod and David Mare (2013) The rise of temporary migration in New Zealand and its impact on the labour
market. MBIE:Wellington.
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Introduce remuneration bands to determine the skill level of an Essential Skills visa
holder

Status quo

56.

&

74

Currently the skill level of an Essential Skills visa holder is determined by the Australian and
New Zealand Standard Classification of Occupations (ANZSCQO). ANZSCO provides an
objective and consistent classification of occupations. However, it is not an accurate
description of the actual level of skill required for a particular job or the skills of a person
employed in a particular role. It cannot be easily used to differentiate between senior and
junior roles (particularly in managerial positions). Nor is it an exhaustive list of all
occupatlons especially in new or developing fields.

@e ANZSCO level of an Essential Skills visa holder’s occupation, as described in the

yment agreement, determines how the Labour Market Test is required to be met (for
hether a Skills Match Report from Work and Income is required). ANZSCO is also
rmine the maximum length of the Essential Skills visa the applicant is eligible for.

Table three: C Hetermlnatlon of visa length based on ANZSCO level

Skill level Characteristics’ Length of visa
skill level 1 and earns NZ$55,000 or more p/a Up to five years
Mlgrant@ received a five year Essential Skills Work
Visa befor
Higher-skilled
ANZSCO skill Ievi 1 b>t earns less than NZ$55, p/a Up to three years

OR /{oo,
ANZSCO skill level 1 b @cgived a five year Essential

Skills Work Visa before
i

Mid-Skilled

ANZSCO skill level 2 or 3 v// Up to three years

ANZSCO skill level 4 or 5 Up to one year
Lower-Skilled o

58.

The current settings can incentivise applicants and employers@ate job titles so that the
worker is issued with a longer Essential Skills visa. For exampl 13, 23.6 per cent
of Essential Skills workers earned less than $35,000 a year, of the ?g oximately 3.1 per
cent (80 workers) were Retail Managers, an ANZSCO level 2 occupa

feedback from INZ staff it is likely that the majority of these low-paid Ma
Retail Supervisors, an ANZSCO level 4 job, which means they should be e

significantly shorter visa length. ,y
Proposal

59.

60.

Remuneration bands would be introduced to determine the skill level of Essential Sklll
holders and their associated visa conditions. The level the bands are set at would align th ?
definition of a lower-skilled Essential Skills visa holder with the proposed new definition of &
skilled employment under the SMC. These bands would be indexed and updated annually. &

Aligning the bands with the SMC would create greater transparency about the transition
between Essential Skills and the SMC, and ensure visa settings that restrict long term stays
in New Zealand of temporary migrants (and their families) target the cohort that is unlikely to
qualify for residence.

” Visa lengths are also differentiated by whether the migrant works in Canterbury or for Labour Hire firms.
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61.

62.

63.

64.

65.

66.

Introducing income to determine the skill level of Essential Skills workers would also enable
immigration officers to distinguish between high- and lower-skilled applicants within the same
occupation, mitigate job-title inflation, and more accurately reflect the skill level of some high-
skilled, high-paid workers in occupations currently classified as lower-skilled by ANZSCO.

Income or salary information would replace the use of ANZSCO as the first indicator of skKill.
However, ANZSCO would still have a role in the assessment of whether that income is
appropriate. The existing requirement to pay market rates would be retained.

Lower-skilled Essential Skills visa holders would be defined as:

a. any Essential Skills worker at ANZSCO skill level 1-3 earning less than the NZ median
income

D. . any Essential Skills worker at ANZSCO skill level 4 or five and earning less than 1.7
times the median income.

The entry point to the band for mid-skilled Essential Skills visa holders would be aligned with
the minimUm salary threshold chosen for the SMC (if agreed to by Cabinet). Mid-skilled
Essential SkillSyvisa holders would be defined as any Essential Skills worker at ANZSCO skill
level 1-3 earnifhg above the New Zealand median income.

The entry point t0 ghe)band for higher-skilled Essential Skills visa holders would be aligned
with the salary threshelds chosen for highly skilled employment for the SMC. The SMC
threshold for highly skilled*employment would be indexed to 1.7 times the median income for
all workers (if agreed to by’Cabinet), as will the beginning of the higher-skilled Essential
Skills remuneration band.

Aligning the definition of mid- and fiigher-skilled Essential Skills migrants with the SMC would
mean that the temporary migrants\giventhe opportunity to become well settled (through
longer visa lengths and no maximum g@ugetion) would be those more likely to be eligible to
transition to residence through the SME€.
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Table four: Proposed remuneration thresholds for Essential Skills visas and associated visa conditions

. Occupation Relevant :
O, (ANZSCO) (NZQF) pe P
Existing Existing
$39.93+ per hour #And 1&2 And ANZSCO And ANZSCO
Higher-skilled $83,054+ per -}1 requirements requirements | Up to 5 years Yes
annum 3/4/5 And 7-10 Or 5 years

$23.46 - $39.93
per hour / Existing Existing
Mid-skilled And 1 And ANZSCO And ANZSCO Up to 3 years Yes
$48,859 - $83,054 @ requirements requirements
er annum
$15.25 - $23.46 *
per hour Existing Existing
And 1/2/3 And ~—/&ZSCO And ANZSCO
$31,720 - $48,859 rements requirements
. per annum Y4
Lower-skilled $15.25 - $39.93 7 Up to 1 year No
per hour Exist@t‘ Existing
And 485 And ANZSC And ANZSCO
$31,720 - $83,054 requirement ‘/\ requirements
per annum /)s

Where the expected remuneration falls into the higher-skilled remuneration band but ANZSCO souid define it as a level three, four or five occupation
then the applicant must justify this higher salary by providing evidence of having qualifications and/@raork experience beyond the ANZSCO
requirements for that skill level. This would reduce the risk of the salary or income information in thé ghaployment agreement being falsified in order
to create eligibility for more generous visa conditions.

ANZSCO level four and five SMC applicants would only be eligible when they earned over the remuneratiopf threshold for highly skilled employment.
For this reason, ANZSCO level four and five Essential Skills visa holders would only be eligible for a lower-skill€d/visa (which ensures that they do
not settle long-term), unless they earned over the threshold for highly skilled employment.

8 Assuming a 40 hour week for per annum remuneration.
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Impact’

67.

68.

69,

70.

71.

Using remuneration to determine skill would increase the numbers of Essential Skills visa
holders classified as lower-skilled, but would not prevent employers from using lower-skilled
migrant labour where they are faced with a labour shortage. Where the labour market test is
met, employers will still be able to access migrant labour.

The introduction of a remuneration threshold for the SMC would increase the number of
potential Essential Skills workers without a pathway to residence. The largest occupation
groups in the SMC in the year to June 2016 were chefs, retail managers and café and
restaurant managers, which are also the lowest-paid of the high volume SMC occupations.

Around half of Essential Skills visa holders would be in the proposed remuneration band for
lewer-skilled workers. The top occupations that would fall into this band include Chefs, Dairy
Cattle Farm Workers, Café or Restaurant Managers, and Retail Managers.

Areurharthird of Essential Skills visa holders would be in the proposed remuneration band
for migskilled workers. The top occupations that would fall into this band include
Carpentefs, Registered Aged Care Nurses and Painting Trades workers.

Around 10 pger,Cent of Essential Skills visa holders would be in the proposed remuneration
band for higher-skitled workers. The top occupations that would fall into this band include
Resident Medical Officers, General Practitioners, and Developer Programmers.

Compliance and verification

72.

73.

74.

75.

To ensure that the changésdchijeve the objectives, consideration needs to be given to
verification and compliance.

The introduction of remuneration bands places more importance on income or salary
information. We do not want to repla€e’tiig issue of job title inflation with another problem of
falsified salary offers. Immigration officerssare already required to be satisfied that the job
offer is for genuine, sustainable and full-figie’femployment. This requirement could also be
used to verify the remuneration rate in the ‘egipleyment agreement when an Essential Skills
visa is first issued.

When a subsequent visa is applied for, the immigratién officer can already request evidence
that the salary set out in the application for the previals Essential Skills visa was paid to the
migrant. INZ would also ensure that, where an employeriis<found to have falsified the salary
offer in a previous Essential Skills visa application they are not able to access migrant labour.

Work is underway to improve the process by which informatiop’shared between the Labour
Inspectorate and Immigration New Zealand prevents employers’who.are non-compliant with
employment standards from recruiting migrant labour. Additions td_impmigration instructions
that will give effect to this change are expected to be implemented in Apsil 2017.

Transition to new settings

76.

77.

Officials recommend that the proposal introducing a maximum duration is appliedd6/all new
lower-skilled Essential Skills applicants and all existing Essential Skills visa holderg when
they apply for a further Essential Skills visa. For existing Essential Skills visa holdefs, thé
change would not be applied retrospectively, but would impose a three year maximum
duration from the date of their next lower-skilled Essential Skills visa.

Officials recommend that the new settings restricting the access of children and partners are
only applied to new Essential Skills applications, and not to children or partners of Essential
Skills visa holders who already hold temporary visas. In time, those partners and children of
Essential Skills visa holders will leave the country if they do not have a pathway to residence,
as the maximum duration will apply to the principal Essential Skills visa holder.

° These estimates are based on previous years’ approvals and income data from migrants approved in 2012/13 (the
most recent data available).
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78. The transitional arrangements are a design question and do not require Cabinet agreement.
Officials will provide you with their recommended transitional arrangement and ask for your
agreement. You may wish to consult with other relevant Ministers.

Phase two: further improvements to temporary visa settings

Additional changes to temporary visa settings to improve the contribution of
immigration to the labour market

79. Phase two focuses on long-term proposals to improve temporary visa settings to ensure they
reflect the Government’s wider objectives to lift skill levels and incomes. These additional
changes require more work to design and implement, and to determine the likely impact.

80. “Phase two focuses on leveraging the opportunity that the immigration system provides to
inegntivise desired behaviour from employers at the individual firm, industry or regional level.
It prép@ses to do this by shifting the emphasis of the visa process to the assessment and
accountability of the employer. It also proposes adjusting the pathways to access Essential
Skills visasftefincentivise the Accredited Employers process, and reducing the relative
attractiveness/0f-qther pathways to Essential Skills visas.

81. Officials have begutiwork on the following proposals and would like to discuss these with
you as early as possible.in 2017:

a. Adjusting the avenu€sfavailable to access Essential Skills visas to incentivise more
employers to beconfe gaccredited.

b.  Exploring options for fukthier targeting of immigration settings by regions or sectors,
including where there are pefsistent localised labour shortages.

Expanding the existing Accredited*Employer (Labour Hire) programme nationwide.

Strengthening the existing Essentiaf Skills requirements to train and recruit local
workers.

e. Reviewing the process for occupations being’added to and remaining on the Essential
Skills in Demand lists.

f. Exploring whether further changes should be nfade tesrequirements for seasonal
Essential Skills visa holders and their employers:

82. Proposal a. will target employer behaviour at the firm level;Dy @pabling more employers to
become Accredited Employers while also ensuring that the assessment of Accredited
Employers and audit and monitoring processes are appropriately yobust. This will reward
Accredited Employers by making it easier to recruit higher-skilled andrhigher-paid migrant
workers and easier for those migrants to stay here when they come thfodgh the Accredited
Employer pathway. By comparison the other pathways to Essential SKill§ visas will seem
less attractive, and all pathways will have a greater emphasis on the assessfment and
accountability of the employer.

83. Proposal b. will identify options for targeting immigration settings at the regional leyel;to
address persistent shortages of either skills or labour. This could involve including a_regional
dimension in defining the criteria for and application of Essential Skills visas, or introducing
exemptions to certain temporary visa requirements where there are persistent localised
labour shortages that cannot be filled because of sheer lack of people. Difficult in attracting
reliable lower-skilled labour is identified as an obstacle in areas such as the dairy industry in
Southland, and in the hospitality and retail industry in Queenstown.

84. Proposal c. also targets employer behaviour at the firm level by requiring all labour hire firms
nationwide to become accredited under the Accredited Employer (Labour Hire) policy before
they are able to employ Essential Skills migrants.

85. Proposal d. is solely targeted at strengthening existing requirements to employ and train
domestic workers before using temporary migrants in lower-skilled and lower-waged jobs.
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86.

87.

88.

89.

90.

This will consider how the existing requirements can be strengthened at the individual firm
level, and at the industry level, including whether to introduce a requirement for workforce
development, and whether audit processes are required.

Proposal e. will target employers at the industry level and will involve reviewing the process
for occupations being added to and remaining on the Essential Skills in Demand (ESID) lists,
as well as considering whether other non-immigration responses are needed in response to
an occupation being added to the ESID lists. This will include considering government’s role,
including through the SWEP and in improving the responsiveness of education and training.

The ESID lists identify occupation shortages and facilitate temporary migration in those
occupations, by not requiring the completion of a labour market test. The lists are intended
to help New Zealand meet its skill needs by facilitating the entry of appropriately skilled
migrants to fill occupation shortages while ensuring this does not negatively affect
employment opportunities for New Zealanders.

A reyiew/of the ESID process would address our concerns that:
a. thedevelopment of the Lists is susceptible to industry pressure

b.  the Lists nay not be effectively incentivising industry to increase workforce
developmeént&and training

c. placement ofohe of the Lists does not automatically trigger a response from industry
or other supplydevers such as welfare, education, or training, and does not identify
other ways to addrg§sshortages

d.  the operational use ofsthesLists is complex and adds to the difficulty employers and
applicants have in understanding the system, and for immigration officers to operate.

Proposal f. will explore whether furtherichanges should be made to requirements of seasonal
Essential Skills visa holders and theif employers, for example incorporating more seasonal
workers into programmes modelled on the’Recognised Seasonal Employer (RSE) Scheme.
The RSE scheme enables horticulture of yitiGulture firms who cannot find New Zealand
workers, and who meet specified standards,£0access migrant labour.

Officials will monitor the outcomes of phase on€ ahd the associated impacts of the changes
to the SMC, before making final recommendations aldout the implementation of the proposals
above. ltis likely that not all the proposals above wil¥be'reeommended for implementation
once further policy work is carried out on the likely impagtss

Consultation

91.

92.

93.

94.

Officials have tested the phase one changes with the Ministry of S@Cial Development (MSD),
the Ministry of Education (MoE), Education New Zealand, the Ministrygf/Primary Industries
(MPI), and the Ministry of Health.

Targeted consultation with stakeholders was carried out on the SMC propoSals, including the
proposed salary thresholds. Stakeholders expressed concerns that any changesgd@ithe
Essential Skills visa which restricted their access to migrant labour needed to be wegll
consulted on and were likely to be more significant than the changes to the SMC. ‘Almost all
stakeholders also expressed concerns about the short period of time (two weeks) for
consultation on the SMC proposals.

We recommend that targeted consultation is undertaken in early 2017 on the changes to
Essential Skills before they are implemented. This could be done on a targeted basis with a
similar range of stakeholders to the recent SMC consultation, including Business New
Zealand, the Council of Trade Unions (CTU), regional economic development agencies and
councils, and industry groups.

Not consulting could create a perception that the changes were made with little
understanding of the impact on firms, sectors and migrants. Consulting on the phase one
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95.

96.

proposals would aim to ensure that there are no unintended consequences, and would help
to better quantify the likely impacts of the changes, including across sectors and regions.

Consultation on any proposals coming out of the further work in phase two is also desirable
to ensure that the impacts, and interactions with changes to the SMC and phase one
changes is well understood. For the proposals relating to the use of the Accredited Employer
programmes, the volumes of employers will have an impact on what operational capacity is
needed. Consultation will be important as a way to gauge likely uptake of the programmes
by employers, and therefore the operational capacity needed.

If Cabinet agrees to consultation on the proposals, officials will provide you with the
consultation plan and will seek agreement to the detail of targeted public consultation.

Next steps

Following your feedback officials can provide you with a draft Cabinet paper

97.

98.

99.

100.

101.

Based onyour decisions on the recommendations in this briefing, a draft Cabinet paper can
be providedquickly. The paper would recommend Cabinet agree to the scope of the review,
agree in principlete’any of the phase one proposals that you agree to and agree to targeted
consultation. Théserecommendations could be presented as a standalone Cabinet paper
or, due to their comiion,objectives, incorporated into the South Island pathway Cabinet

paper.
Officials recommend that4ou'circulate this briefing paper to the Ministers of Finance, Tertiary

Education, Skills and Empléymgnt and Social Development, so their feedback on the
proposals can be incorporated®intothe draft Cabinet paper.

If Cabinet agrees to the proposalsiand the recommendation to consult on them before
making final decisions about implementation, officials will provide you with a briefing seeking
your agreement to the details of the congdliation plan for consultation in early 2017.

Once consultation has been completed and’jfie-feedback analysed, a Cabinet paper
reporting back on the result of the consultation pro€ess and seeking agreement for the
implementation of the changes would be required by April 2017 in order to implement in July
2017.

Officials are available to discuss the contents of this bfigfingsat the regular officials meetings.

Implementation of phase one

102.

103.

104.

105.

The changes proposed for phase one can be implemented by July2817, so long as final
Cabinet decisions, following consultation, are made by April 2017. (I'hswvould also require
INZ to begin development of the policies before final decisions are cogfismed.

Officials will provide final advice on the timing of implementation of phase-ehesfollowing the
consultation period in early 2017.

All of the proposals require changes to Immigration Instructions. Guidance and*traifing will
also need to be provided to front-line staff to ensure that the changes are applied
consistently.

Consideration is needed as to when the changes are announced and when they come into

force. If there is a gap between the announcement and the implementation date there is a

risk that there will be an increase in applications as migrants and their employers want their
visas to be issued according to the existing settings.

Implementation of phase two

106.

Further work will be carried out on the detail, the operational feasibility and the likely impact
of the options for phase two. Officials will investigate what operational resource and
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capability is needed, and whether there are any additional costs associated with these
proposals.

Annex

Annex: Additional data on Essential Skills migrants
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Annex: Additional data on Essential Skills migrants
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In recent years, we have seen an increase in the number of people granted visas that
allow work (Figure One). Overall the number of temporary migrants has increased almost
50 percent in the last 10 years.

We have seen particularly sharp recent increases in international students (many of whom
can work, but generally only for up to 20 hours per week during term time), working holiday
makers and Essential Skills visa holders. For example, a total of 31,331 people were
approved to work in New Zealand under the Essential Skills policy in 2015/16, an increase
of 11 per cent from 2014/15. On a per capita basis our temporary migrant inflows are the
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3. Figure two below shows that, of the top 10 of all ANZSCO tions approved under

Essential Skills, two of the occupations are also on the Lists nd Dairy Cattle
Farmer). Of the 33,546 visas approved under Essential Skills p 2015/ 16, the top 10

occupations accounted for 11,377 (34 per cent) of those visas.

/
7 &d)
YD

i Recruiting Immigrant Workers: New Zealand, OECD 2014.

" It should be noted that not all student visas allow work rights. For those visas that allow work, in some categories (students,

family, and working holiday schemes, in particular) migrants may be working only part time or not working at all.
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Figure Two: Top 10 ANZSCO occupations approved under Essential Skills policy in 2015/16

4.

main job (source NZIS 2016)
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Flgure three: Regular hourly earnings o workers and recent migrant workers from their
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Regular hourly ear @m main job

Skill level Median Median

Highly-skilled 31.2 29.1

Skilled 26.0 O 24.0
NZ born Semi-skilled 24.0 Re@i rant 20.0

Lower-skilled 21.3 ; 18.5

Unskilled 17.8 15.8

¥

Briefing

Figure four below shows the distribution of Essential Skills visa{%c who had their visa
issued in 2012/13, across different income levels. This data come @he Integrated
Data Infrastructure (IDl) managed by Statistics New Zealand. The da s that the
majority of Essential Skills workers (65.5 per cent) earned below $55,000"pgf annum and
the largest earnings cohort was also the lowest, and reflects the trend of the f revious
years. The percentage of Essential Skills visa holders earning below $55,000 p. num
in 2008/09 was 74.3 per cent, in 2009/10 it was 68.2 per cent, in 2010/11 it was béﬁ
cent, and in 2011/12 it was 66.0 per cent.

9
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Figure four: IDI data on earnings distribution of Essential Skills workers in the 12 months
immediately following being granted a visa (for visas granted in the 2012/13 year)

Figure four: Earnings distribution of Essential Skills workers in the 12 months
immediately following being granted a visa (for visas granted in the 2012/13
year)
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Figure five: IDI data on regional distributio sential Skills workers in the 12 months
immediately following being granted a visa (fopiisgs granted in the 2012/13 year)
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In Confidence

Office of the Minister of Immigration

Chair, Cabinet Economic Growth and Infrastructure Committee

Review of Immigration Temporary Work Visa Settings

Preposal

1.

This, paper seeks agreement in principle to changes to, and agreement to consult on,
immigration temporary work visa settings to manage the settlement expectations of lower-
skilléd migrants with no pathway to residence. Note that the Minister of Immigration will
report'baclk on a wider review of temporary work visa settings.

Executive Summary

2.

Out of Scope

This paper is ohg’part of a package that is focused on the future direction of the immigration
system and improyingethe contribution of migration to the labour market. The other papers
that make up this pa¢kage.and are to be considered at the same time are:

a. Future direction ofth€ iimmigration system: work programme overview

b. Report back on remdneration thresholds for migrants under the Skilled Migrant
Category, and

c. A pathway to residence for long*teffn temporary migrant workers in the South Island.

This paper proposes a review of temporary work visas arising out of the increase in recent
years of the number of people granted Egsential Skills visas that have been in New Zealand
for an extended period.

Overall the number of temporary migrants has ificreased almost 50 per cent in the last 10
years. While most of that increase has been in WogKing, Holiday and Study/Post Study visas,
there are also increasing numbers of labour market‘tested*Essential Skills visa holders who
have successive visas over an extended period. An adjustment to settings now will ensure
the Government’s long term labour market strategy continueSde function well, including by:

a. increasing the attractiveness to employers of New Zeafanders, including beneficiaries
and school leavers

b.  incentivising employers to invest more in training and/or offefipg better wages and/or
terms and conditions, and

C. Increasing incentives to shift to potentially more productive business fodels, and avoid
the embedding of business models reliant on lower-skilled temporary workegss

As signalled in the recently released Building Skilled and Safe Workplaces chapter,of the
Business Growth Agenda, over the next year the Government will review tempokary?work
visa settings to improve the long-term labour market contribution of temporary“labous
migration.

The review of temporary work visa settings, which focusses on the Essential Skills visa
policy, is split into two phases.

In confidence 1



7. Phase one focuses on managing the settlement expectations of lower-skilled migrants with
no pathway to residence. The phase one proposals will stop the reoccurrence of pools of
long-term temporary migrants with no pathway to residence, and therefore reduce the need
for another pathway to residence for long-term temporary migrant workers in the future. | am
seeking agreement in principle to the following proposals:

a. introducing remuneration bands to determine the skill level of an Essential Skills visa
holder (and their associated visa conditions), based on salary or income information
(the bands would align with the proposed Skilled Migrant Category bands, to ensure
skill is defined in the same way across temporary and residence policies)

b. introducing a maximum duration of three years for lower-skilled Essential Skills visa
holders, after which there will be a minimum one year stand down period before they
can apply for another lower-skilled Essential Skills visa

Ci restricting the ability of lower-skilled Essential Skills visa holders to bring their children
and partners except on visitor visas, and

d. reinforcing that Essential Skills visas may only be granted for the period for which the
emplayphent is offered, including making explicit how this applies to seasonal work.

8. Following Cabinét’agreement, officials will carry out consultation on the phase one
proposals. | willsfeport back to EGI for final decisions on the phase one proposals in May
2017.

9. Phase two focuses onsusing the immigration system to incentivise and reward good
employer behaviour. Thesbehaviours targeted are those that will contribute to achieving the
Government’s strategic objectives for the labour market, including building the skill level of
the workforce and filling skill 'Shortages, while ensuring that New Zealanders are the first in
line for job opportunities.

10. If agreed, the phase two proposals/are ‘expected to result in more substantial shifts in
employer behaviour at the individual fifm¢ industry and regional level. At this stage | am only
seeking agreement to further work being Undertaken on the phase two proposals, as they are
more complex and earlier in their developméntthan,the phase one proposals.

Background
Relationship between temporary migration and the New Zeajapd Residence Programme

11. New Zealand has one of the highest per capita inflows of\migrants in the OECD. In general,
our current immigration system supports these flows well. It¥is important that our settings are
correct and that we continue to attract a high standard of tempapéry migrant labour

12. The New Zealand Residence Programme (NZRP) regulates the humber, of residence visas
that can be granted across its three streams (skilled/bUsiness, family and
international/humanitarian). Cabinet agreed that the NZRP planning(rahge is 85,000 to
95,000 people from 1 July 2016 to 30 June 2018 [STR-16-MIN-0004 refers}¢

13. More than 70 per cent of people granted residence in New Zealand transitioh from a
temporary visa and are granted residence while in New Zealand. Over time, aroines40 per
cent of temporary workers transition to residence within three years after their first\workévisa
(excluding working holiday makers and seasonal workers).

14. The quality and composition of temporary migration has an impact on the quality and
composition of the NZRP. The recent growth in temporary visas has also led to pressure on
the skilled and family streams in the NZRP.

In recent years the number of people granted visas that allow work have increased

15. In previous years, the number of people granted visas that allow work have increased.
Overall, the number of temporary migrants has increased almost 50 per cent in the last 10
years. While still remaining considerably lower than the rate of approvals ten years ago,
between 2014/15 and 2015/16 there was an increase of 11 per cent in Essential Skills visa
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approvals (refer to Annex One for additional data on Essential Skills migrants, including
stock, occupations and remuneration levels). We have also seen increases in international
students (many of whom can work, but generally only for up to 20 hours per week during
term time) and working holiday makers and Essential Skills visa holders. On a per capita
basis our temporary migrant inflows are the highest in the OECD".

Figure one: People granted temporary visas by category, 2005/06-2015/16 (MBIE)?
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16. The Essential Skills visa policy is de to fill specific labour market shortages which is
why this review will target that visa cat ‘Employers must demonstrate that there is a
shortage by undergoing a labour market ﬁ;?i providing evidence that there are no

domestic workers available, either with the n ary, skills or that can be trained, to fill the
role. Essential Skills workers work full-time (define 30 hours plus per week) and many
are granted longer-term visas (refer to table two for 55

”?kal SKkills visa lengths).
Impacts of an increasing long-standing supply of temporary

17. Essential Skills visa holders are an important short-term s/‘ of labour and skills where
those skills are not immediately available in the local labour t. However the numbers
of temporary migrants are increasing in industries with lower-s jobs, lower-wages and
lower productivity. In light of this trend, it is important to maintain t
labour market objectives.

/arnment s long-term
18. While temporary migrants make up a relatively low proportion (six pe% of the whole
labour market and may not be having a significant impact on jobs and age?for New

Zealanders, there are some sectors where the share is higher and growing a ster rate.
In particular, strong increases have been seen in temporary migrants’ employ @i the
primary, accommodation and food, retail trade, support services and constructio iéttors
(refer to Annex One for additional data on Essential Skills migrants, including sto
occupations and remuneration levels). &

19. The Government’s objective for migrant labour is to enable it where there is genuine nee
but to ensure that New Zealanders are first in line for employment opportunities. An ' )

! Recruiting Immigrant Workers: New Zealand, OECD 2014.

2 It should be noted that not all student visas allow work rights. For those visas that allow work, in some categories
(students, family, and working holiday schemes, in particular) migrants may be working only part time or not working at
all.
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adjustment to settings now will ensure the Government’s long term labour market strategy
continues to function well, including by:

a. increasing the attractiveness to employers of New Zealanders, including beneficiaries
and school leavers

b. incentivising employers to invest more in training and/or offering better wages and/or
terms and conditions, and

C. increasing incentives to shift to potentially more productive business models, and avoid
the embedding of business models reliant on lower-skilled temporary workers.

Phevious decisions leading to review

20>/ Cabinet has considered two previous papers that noted that policy options would be explored
Q@n changes to the Essential Skills temporary work visa policy to ensure better alignment
bétween immigration, welfare and education settings, and to increase incentives on
employers to employ and train New Zealand workers. [STR-16-MIN-0004 and CAB-16-MIN-
0500 refers].

21. The Buildigg Skilled and Safe Workplaces chapter of the Business Growth Agenda, launched
on 9 November, 2016, included reference to the Government’s commitment to review
temporary work yisa settings to improve the long term contribution of temporary labour
migration. The chapter included two projects which are being incorporated into the review
presented in this papéer:

a. the Government @ill=explore changes to temporary visa settings to ensure that
employers are incentiVised to attract, hire and upskill local workers, as part of the
Government’s objectivesvof improving the long-term labour market contribution of
temporary and permanent labous migration, and

b. the Government will examine=How skills shortages may be better defined and how that
information can be more effectivelysemployed across the economy and skills system,
with the aim of incentivising the émiployment of New Zealanders and informing their
skills development, while still enstitihg~that sectors and regions facing genuine
shortages can easily get the workers theyneéd.

Related Cabinet paper on the South Island pathway policy

22. In July 2015, Ministers with power to act agreed, subjéct to further policy design, to the
development of a pathway to residence for long-term témpotary migrants currently employed
in the South Island (pathway policy). The pathway policy §%imed at a pool of long-term
temporary migrants who are meeting genuine regional laboursmatket needs but are in lower-
skilled jobs and therefore have no pathway to residence.

23. A Cabinet paper proposing the detail of the pathway policy is submitted*for the Committee to
consider alongside this paper, as part of a package focussed on thedutare direction of the
immigration system and improving the contribution of migration to the labeuf sarket.

24. The phase one proposals presented in this paper will stem the trend of paGls of long-term
temporary migrants with no pathway to residence, and therefore reduce the ne€d\for another
pathway policy in the future.

Objectives and scope of the review

25. One of the objectives of the immigration system is to strike a balance between enabling
labour migration where there is genuine need and ensuring that the requirements built into
the system restrict access to migrant labour where there is no genuine labour or skill
shortage. The system largely gets this balance right, but the increasing numbers of lower-
skilled and lower-paid temporary migrants who stay for an extended period of time with no
pathway to residence indicate that the existing tools and requirements to achieve that
balance are in need of adjustment.
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26. The system has to be both enabling and targeted to ensure that visas for migrant labour are
granted with minimal regulatory overhead when the need is genuine, and that we have the
right tools to restrict access to migrant labour when this needed. For example, restricting
access to migrant labour where it would conflict with the Government’s objectives to raise
productivity and incentivise the employment and training of New Zealanders.

27. The objectives of the review are to:
a. contribute to better alignment between immigration, welfare and education settings

b. incentivise employers to employ and train domestic workers before recruiting migrant
labour

allow employers to use lower-skilled migrants where there is a genuine need

maintain the integrity of temporary migration by ensuring the settings do not encourage
lower-skilled and lower-paid temporary migrants to become well settled, and

e. make it easier for firms to recruit higher-skilled and higher-paid migrant workers and for
thos€ migrants to remain as long as is necessary or appropriate.

28. The objectiyé of the review is not to prevent employers from using lower-skilled migrant
labour. Whereg€mployers can prove a genuine labour or skills shortage they will be able to
continue to accessgmnigrant labour.

29. Annex two provides piore detail on how each proposal contributes to achieving the objectives
of the review.

Given the size of the review, it willkbe.approached in two phases

30. Phase one is directly relatedto addressing the visa settings that led to the need for a South
Island pathway policy. The propg@salshare relatively straight-forward to implement and, once
implemented, will ensure that tempefary,_migrants with no pathway to residence cannot stay
here indefinitely. | am seeking agreement in principle, subject to consultation, to the
proposals set out in phase one.

31. Phase one aims to achieve the following olUteomes to remove any future need for another
pathway policy:

a. Ensure that temporary migrants (and their families) in lower-skilled jobs, who are not
able to qualify for residence, do not become Soswéll-settled here that a return to their
home country becomes problematic

b. Use salary to target the visa settings that allow migrapts to become well-settled to
those that are more likely to be eligible to transition to residence, and

C. Reinforce that essential skills may only be granted for §he” period for which the
employment is offered, and how this applies to seasonal work.

32. Phase two will investigate ways to leverage the opportunity that the\ipimigration system
provides to incentivise and reward employer behaviour in order to felp achieve the
Government’s strategic objectives for the labour market. The phase two prepBsals are
expected to result in shifts in employer behaviour at the individual firm, industry aid_tegional
level. At this stage | am only seeking agreement to further work being undertaken ‘oir the
phase two proposals, as they are more complex and earlier in their development thfan the
phase one proposals.

Phase one: ensure that lower-skilled temporary migrants without a residence
pathway cannot stay here indefinitely

Proposal one: introduce remuneration bands to determine the skill level of an Essential Skills visa
holder

Status quo: skill level based on job description and ANZSCO
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33

36.

Proposal: skill level based on

37.

38.

39!

Table

Currently the skill level of an Essential Skills visa holder’'s occupation is determined based on
their job description, with reference to the Australian and New Zealand Standard
Classification of Occupations (ANZSCO). The ANZSCO level of an Essential Skills visa
holder’s occupation determines how the labour market test is required to be met (for example
whether a Skills Match Report from Work and Income is required).

The ANZSCO level is also used to determine the maximum length of the Essential Skills visa
the applicant is eligible for (see Table two below). The more highly-skilled the ANZSCO level
of the occupation, the longer the visa.

ANZSCO provides an objective and consistent classification of occupations. However, it is
often not an accurate description of the actual level of skill required for a particular job or the
skills of a person employed in a particular role. It cannot be easily used to differentiate

all occupations, especially in new or developing fields.

&gtween senior and junior roles (particularly in managerial positions). Nor is it an exhaustive
It

Qﬁrtant that the settings are adjusted to prevent applicants and employers from
infla job titles in order to get the benefits associated with a more highly skilled occupation
(i.e, Iong?s duration and not having to get a Skills Match Report from Work and Income).
For example’, in 2012/13, 23.6 per cent of Essential Skills workers earned less than $35,000
a year, but mately 3.1 per cent of these (80 workers) were retail managers, an
ANZSCO leve &upation. Based on feedback from frontline staff it is likely that the
maijority of these I(peid managers are in fact retail supervisors, an ANZSCO level 4 job,
which means they should ligible for a shorter visa duration.

scription and remuneration

I recommend introducing re eration bands to determine the skill levels of Essential Skills
visa holders and their associate conditions. The bands would align the definition of a
lower-skilled Essential Skills vi gzber with the proposed new definition of skilled
employment under the Skilled Mi ’)K'Gategory (SMC) (refer to Cabinet paper being
considered alongside this one, Repo b@soq remuneration thresholds for migrants under
the Skilled Migrant Category). These ban )«)uld be indexed and updated annually.

Introducing income to determine the skill lev g(ssential Skills workers would also enable
immigration officers to distinguish between higher-and lower-skilled applicants within the
same occupation, mitigate job-title inflation, and accurately reflect the skill level of
some higher-skilled, higher-paid workers in occupati }&’rrently classified as lower-skilled

by ANZSCO. O
Income or salary information would replace the use of ANZ(‘ s the first indicator of sKill.
However, ANZSCO would still have a role in the assessme whether that income is
appropriate. The existing requirement to pay market rates would t}Jned.

*
/f\

two: Current and proposed skill level determination and visa duration

Ski

Il level Duration of visa | Current determination® Proposeaﬂis?uination4
ANZSCO skill level 1 and earns | Any ANZSCO lev
NZ$55,000 or more p/a AND

AND

: : Earns above 1.5 timQ( New
Higher-skilled | Up to five years Migrant has not received a five | Zealand  median uII-tiy
year Essential Skills Work Visa | equivalent earnings o

before (Currently $35.24 per hour oS“

$73,299 per annum).

Mid-Skilled Up to three years

ANZSCO skill level 1 but earns | ANZSCO skill level 1-3
less than NZ$55,000 p/a

®visa d

urations are also differentiated by whether the migrant works in Canterbury or for Labour Hire firms.

4 . .
Assuming a 40 hour work week for per annum remuneration.
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OR AND

ANZSCO skill level 1 and earns | Earns above the New Zealand
NZ$55,000 or more p/a, but has | median full-time equivalent
received a five year Essential | earnings

SO Teahelne (Currently $23.49 per hour or

ANZSCO skill level 2 or 3 $48,859 per annum)
,% ANZSCO skill level 1-3

/G) AND

Earns less than the NZ median

& full-time equivalent earnings

(Currently $23.49 per hour or

@ ANZSCO skill level 4 or 5 AB{RSYiperantN)

Lower d | Up to one year ANZSCO skill level 4 or 5

6/ AND
OO Earns less than 1.5 times the

median  full-time equivalent

@ earnings
/\

/ (Currently $35.24 per hour or

? $73,299 per annum).
40. The entry point to the ban @'ﬂid-skilled Essential Skills visa holders is the same as the
minimum salary threshold béing preposed for the SMC (refer to the Cabinet paper being
considered alongside this one, back on remuneration thresholds for migrants under
the Skilled Migrant Category).

*

41. The entry point to the band for higher-% Essential Skills visa holders is the same as the
salary thresholds being proposed for hig lled employment for the SMC. For Essential
Skills visa holders earning above 1.5 tim edian full-time equivalent earnings and
working in ANZSCO level 3-5 occupations, th ,(gul be required to have qualification and
work experience requirements equivalent to a sKill | one occupation (either a qualification
above level 7 or above on the New Zealand Quali h@(amework or at least five years of
relevant work experience).

42. Aligning the definition of mid- and higher-skilled Essential% igrants with the SMC would
mean that the temporary migrants given the opportunity me well settled (through
longer visa durations) would be those more likely to be eligibl transition to residence

through the SMC. / .
43. Further detail about the proposed remuneration thresholds is se l in Annex Three:
Proposed remuneration thresholds for Essential Skills visas and associa conditions.

Impact’

44. Using remuneration to determine skill would increase the numbers of Essenﬁaﬂ ills visa
holders classified as lower-skilled, but would not prevent employers from using Io@lled
migrant labour where they are faced with a labour shortage. Where the labour markef test.i

met, employers will still be able to access lower-skilled migrant labour, but with g

understanding that the worker would not have a pathway to residence (see paragraphs (tg

Do)

45. The introduction of a remuneration threshold for the SMC would increase the number of
potential Essential Skills workers without a pathway to residence. Around half of Essential
Skills visa holders would be in the proposed remuneration band for lower-skilled workers.
The top occupations that would fall into this band include chefs, dairy cattle farm workers,

> These estimates are based on previous years’ approvals and income data from migrants approved in 2012/13 (the most recent data
available).
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café or restaurant managers, and retail managers, which are also the lowest-paid of the high
volume SMC occupations.

46. Around a third of Essential Skills visa holders would be in the proposed remuneration band
for mid-skilled workers. The top occupations that would fall into this band include carpenters,
registered aged care nurses and painting trade workers. These workers are likely to be
eligible for residence through SMC.

47. Around 10 per cent of Essential Skills visa holders would be in the proposed remuneration
band for higher-skilled workers. The top occupations that would fall into this band include
resident medical officers, general practitioners, and developer programmers. These workers
are likely to be eligible for residence through SMC.

P{oposal two: introduce a maximum duration for holders of Essential Skills visas granted for lower-
skilledyjobs

Status quo.ao limit of the number of times a migrant can be granted an Essential Skills visa

48. Lowersskilled Essential Skills workers, currently defined as ANZSCO level 4 and 5, can only
be grantéd yisas of up to one year’s duration. There is however currently no limit on the
number of'times a migrant can be granted an Essential Skills visa, as long as they continue
to meet the labglnharket test®.

49. Temporary migrantsjin ANZSCO level 4 and 5 occupations are not likely to meet the skill
threshold for SMC apd therefore do not have a pathway to residence. The lack of a limit on
subsequent Essential Skillsglisas has led to a pool of long-term temporary migrants who are
meeting genuine regionaldabour market needs but have to reapply for visas regularly. These
migrants and their families ‘havg) become well-settled but have to deal with uncertainty about
their ability to remain in NewZealand, This scenario has led to the need for a South Island
pathway policy (refer to the Cabifiet paper being consider alongside this one, A pathway to
residence for long-term temporary migsantworkers in the South Island).

Proposal: a three year maximum duration fof leWwek-skilled Essential Skills visa holders

50. The introduction of a maximum duration that Essential Skills visa holders can spend on a
lower-skilled visa would remove the ability foramigrants to stay indefinitely in New Zealand if
they do not have a pathway to residence.

51. | recommend a three year maximum duration, with & ghesyear stand down period. Once a
lower-skilled Essential Skills visa holder has reached th€ jmaximum number of years in New
Zealand, they must either transition to a mid- or higher-skilled.Essential Skills visa, or spend
a year outside New Zealand before they are able to apply fér ahother lower-skilled Essential
Skills visa.

52. The objective of this change is to ensure that Essential Skills visa hididers who are unlikely to
have a pathway to residence do not become settled in New Zealand. J{"would reinforce the
temporary nature of the visa and manage the settlement expectations of lower-skilled
Essential Skills migrants.

53. If a maximum duration is agreed to it will apply to lower-skilled Essential Skills nisa holders,
as defined in the previous section (see paragraphs 37 to 43). For existing Essential Skills
visa holders, the change would not be applied retrospectively, but would impose a three§ear
maximum duration from the date their next lower-skilled Essential Skills visa is granted.

Impact

54. Two options were considered for the maximum duration for lower-skilled Essential Skills visa
holders: two years or three years.

55. A maximum duration of three years provides a balance between giving visa holders the
opportunity to transition to a more highly-skilled Essential Skills visa or obtain residence,

6 The labour market test requires the employer to satisfy an immigration officer that they have made genuine attempts to recruit or train
domestic workers, and when filling a lower-skilled role they are required to advertise with Work and Income and be issued a Skills Match
Report before the employer can approach INZ to recruit a migrant worker.
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while also ensuring that migrants with no pathway to residence do not become well-settled in
New Zealand. It is also provides employers with sufficient time to recruit new staff or upskill
existing staff to fill the role.

56. The introduction of a maximum duration will stop the reoccurrence of pools of long-term
temporary migrants with no pathway to residence, and therefore reduce the need for another

pathway policy in the future.

Table three: Indicative impacts of introducing a maximum duration on lower-skilled Essential Skills
Ivisa holders in 2015/16”

A

2

- Top 5 sectors | Top 5 regions
o ﬁ:ﬁfg"in 2535,16"'53 (# of lower-skilled ES visa | (# of lower-skilled ES
Q A holders) visa holders)

\® )/ In 2015/16 1708 lower- | Aged or Disabled Carer (277) Canterbury (503)
Three @ ar | Skilled ES migrants held | Retail Supervisor (143) Auckland (423)
maximum y visas for three years or | Tryck Driver (General) (210) Otago (357)
duration O e Personal Care Assistant (61) Marlborough (94)
h Forestry worker (61) Wellington (62)
57. In 2015/16 thére e 7093 workers that had held an Essential Skills visa for 3 years or more

and of these 1,
and was set at 3
Skills visa holders, 1o gi
maximum duration. If th
the number of Essential

4 per cent) would have been affected if a maximum duration applied
This uses ANZSCO 4 and 5 as a proxy for lower-skilled Essential
n indication of those migrants that would be affected by the
osed remuneration thresholds are agreed to, this will increase

isa holders affected by the maximum duration.

58.
regularly. For firms that contin d hire lower-skilled migrants, this may reduce their
productivity, as they will lose the Sk their experienced migrant workers and the new
workers would likely be less productiv {Iternatively feedback from some employers is that
they do not invest in their temporary mi @aﬁ, due to the uncertainty of the length of time

the migrant will be with the firm, which co ady reduce the productivity (through lack of
development opportunities) of migrant worke /

The increased cost of continuing to hire lower-skille
some employers to invest more in training New

For firms this may increase hsts of recruitment, as they will be recruiting more

29: sential Skills workers may incentivise

Zealanders more attractive.

60.

The immediate impact of introducing a maximum durati
Island pathway policy. It is estimated that around 3,200 to 4,

the South Island pathway policy. Of this number around 1,

}rders and make employing New

be lessened by the South
ople could be eligible for

long-term temporary

61. Additionally, for people already on Essential Skills visas, their three would start from
the next Essential Skills visa they are granted following implementati

workers in the South Island that have been on an Essential Skills \&%ﬁve years or more.
ion# a
would not be an immediate disruptive impact of introducing a maximum duratién.

result there

Proposal three: restrict the ability of lower-skilled Essential Skills visa holders to brin
and children

partners

lications of their famil /

Currently, partners of Essential Skills Visa holders may be eligible for either a Partner c{ag
Worker work visa (with open work rights) or a Partner of a Worker visitor visa. Both vis &

Status quo: all Essential Skills visa holders can support the visa a
62.

allow the partner to stay in New Zealand for the same duration as their partner's Essential
Skills work visa. There is no salary threshold required for this. Where the principal applicant

” Table three above uses ANZSCO 4 and 5 as a proxy for lower-skilled Essential Skills visa holders, who are those migrants that would
be affected by the maximum duration.

® Note that if the proposed remuneration thresholds are agreed to, this will increase the number of Essential Skills visa holders the
maximum duration will be applied to.
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63.

04.

65.

66.

is working in a lower-skilled occupation, the accompanying partner with a Partner of a
Worker work visa is also likely to be in lower-wage, lower-skilled work.

Essential Skills visa holders earning $36,850.44 per annum or above are able to bring their
children with them for the length of their Essential Skills visa. Children of Essential Skills
workers are eligible for a Dependent Child Student visa and can study at a primary or
secondary school in New Zealand and are treated as a domestic student, which means they
do not have to pay international student fees. They are required to transition to a visa in their
own right when they no longer qualify as dependants.

Family members without a pathway to residence can become well-settled in New Zealand
and lose ties with their home country, without the rights of New Zealand residents. Lower-
skilled Essential Skills visa holders can be required to leave at short notice. In most cases
tax paid by the family will be less than the education and health benefits they receive.

The Javerage cost of Government funding per student in 2015 (this is the most up to date
inforphatién) was $5,923.65 per year for primary education and $7,606.97 per year for
secondary education. A significant proportion of migrant students will speak English and may
not have(heed for English for Speakers of Other Languages (ESOL). For those who do have
ESOL needs, the costs are dependent on the student’s migrant status, their year level in
school and héw’long they have already received ESOL. The average ESOL cost for primary
school children*éfamigrants (including Essential Skills visa holders) is $746 per year, the
average ESOL cost‘fek secondary school children is $1,046 per year. These students are
eligible for five years'of ESOL..

For migrant students infEarly Childhood Education (ECE), aged 0-5 the costs to the
government will depend 6n“héw many hours they attend early learning, what type of
provision they attend and hoW oldsthey are. The average government expenditure in 2015
was $9,473 per child based on a (child attending 1,000 hours in a year (which is greater than
primary or secondary education). The/Ministry of Education does not differentiate between
domestic and international fees for ECE, &very child in this age group can enrol in ECE and
the Crown subsidises the provider for that child. This applies to all children in New Zealand,
regardless of their visa situation.

Proposal: lower-skilled Essential Skills visa holders®cdnnof, support the visa applications of their

family

67.

68.

69.

| recommend that partners of lower-skilled Essential SKills visa holders no longer be eligible
for a either a family-based work visa or visitor visa based on their relationship. Partners of
lower-skilled Essential Skills visa holders would still be ablesfc®come to New Zealand if they
met the requirements for a visa in their own right, i.e. a work viSa/with a labour market test, or
as a short-term visitor.

I recommend that primary and secondary school age children of lowersSkifled Essential Skills
visa holders no longer be eligible for a student visa with conditionsgéntaining ‘Domestic
Student’ based on their parents Essential Skills visa®. Children of lowef=8killed Essential
Skills visa holders would still be able to come if they met the requirements fof a visa in their
own right, including as a fee-paying international student, or as a short-term visiter-

Restricting the ability of lower-skilled Essential Skills visa holders to bring their panthers,and
children will reinforce the temporary nature of the visa, and reduce expectations of setflément
from temporary migrants with no pathway to residence.

? This is the current eligibility criteria the Ministry of Education uses to assess whether the child of a migrant holding a work visa may be
treated as a domestic student: http://www.education.govt.nz/ministry-of-education/publications/education-circulars/2012-
circulars/circular-201201-eligibility-to-enrol-in-new-zealand-schools/appendix-c-domestic-students-time-bound/#1

In confidence 10
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Impact

Table four: Indicative impacts of restricting the ability of lower-skilled Essential Skills visa holders to
bring their family in 2015/16"

Top 5 regions

Option Affected seconq?ry visa | Top 5 sectors # of
holders in 2015/16 (# of partners/children) partners/children)
i:® Approx. 1,150 Partner of a | Aged or Disabled Carer (151) | Auckland (346)
estrict the | Worker work visas were linked .
/ﬁ flity for lower- | to an ANZSCO 4 & 5 ES visa Truck Driver (General) (126) Canterbury (376)
1& d ES visa | holder Retail Supervisor (108) Otago (173)
h$’ to bring | That is 24.7% of all Partner of | Dairy Cattle Farm Worker (54) | Wellington (52)
the ners a Worker work visas linked to

all ES visa holders Personal Care Assistant (45) Marlborough (41)

O’ Approx. 500 dependent | Truck Driver (General) (76) Canterbury (163)

Restrict , student visas were linked to an .
ability for low ‘?asco 4 & 5 ES visa holder | Aged or Disabled Carer (67) | Auckland (101)

skilled ES visa i€ 26.4% of all dependent Dairy Cattle Farm Worker (21) | Otago (42)
holders to bring

thew children \s/isa is1azs linked to all ES | Retail Supervisor (17) Wellington (28)
Y o Bus Driver (14) Marlborough (15)
70. We cannot model low: d Essential Skill holders according to the new remuneration
bands for determining skil s, so these impacts are modelled using ANZSCO 4 and 5
Essential Skills holders as xy._If the proposed remuneration thresholds are agreed to,

and children of Essential Skills visa holders affected.

this will increase the number of @

71. These changes would reduce the nt
Skills visa holders in New Zealand.
Skills visa holders from coming to
significantly reduce the numbers of princip
rural school rolls and it is likely to reduce the

pers of secondary applicants associated with Essential
ig” likely to discourage some lower-skilled Essential
ealand, or becoming well settled, but not
ntial Skills applicants. It may impact some
d for ESOL teaching.

72. The government’s subsidy for ECE applies to all cly(gg in New Zealand, regardless of their

visa situation, and the Ministry of Education does ifferentiate between domestic and
international fees for ECE. Dependent children aged Essential Skills visa holders will
no longer be eligible for a long-term visitor visa as the de%ﬁat of a work visa holder if their
parent is on a low-skilled Essential Skills visa. They will sti ligible for short-term visitor
visas, and may access ECE for that period, however that wo e limited by the length of
their visitor visa. Visitors to New Zealand are limited to a maxi tay on a visitor visa of
nine months, unless they met certain criteria, and most visitor vi &fe shorter than the
maximum. Dependent children aged 0-5 will not be issued with a visit %r have access

to ECE) for the full period that their parent is in New Zealand on a lo illed Essential
Skills visa.

73. Research from 2013 showed that family category migrant employment is aggated with
statistically significant negative impacts on hiring of youth and beneficiaries'. @o ing
eligibility for visas for partners of lower-skilled Essential Skills visa holders would p& ially
provide more opportunities for local workers to take on those roles, where they are availabl

1 Note that there are limitations to this data, and a number of assumptions were used to produce indicative impacts. There are a :
ﬂgniﬁcant number of dependent visas that are not linked to any principal visa holder.
We cannot model lower-skilled Essential Skill holders according to the new remuneration bands for determining skill levels, so these
impacts are modelled using ANZSCO 4 and 5 Essential Skills holders as a proxy.
1 In 2015/16 there were 4653 dependent student visas linked to an Essential Skills visa.

1 Keith McLeod and David Mare (2013) The rise of temporary migration in New Zealand and its impact on the labour market.
MBIE:Wellington.
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74. It is proposed that limits on lower-skilled workers bringing families would only apply to first-
time applicants. New lower-skilled Essential Skills workers would take up employment in
New Zealand with a full understanding that they would not be able to bring their family.

75. The partners or children of lower-skilled Essential Skills work visa holders already in New
Zealand would not be immediately affected, although their ability to stay in New Zealand
would be limited to a maximum of three years applied to the principal Essential Skills visa
holder. This would minimise immediate disruption to families and communities.

Proposal four: reinforce that Essential Skills visas may only be granted for the period for which the
employment is offered, and how this applies to seasonal work

Status quo

76w Essential Skills visas are granted for the period for which the employment is offered, up to a
maximum length determined by their skill level. Visas are often granted for less time than the
maxinaum length due to the offer of employment being shorter.

77. For s€asopal workers on Essential Skills visas, the period for which the visa is granted
should he for the period of employment, i.e. the season. However, this has been
inconsistently dpplied and some employers in seasonal industries have been offering periods
of employmentfona full year in order to avoid the need for workers to leave New Zealand or
obtain a differentvisa in the off-season.

Proposal

78. | recommend strengthening’the existing requirement that Essential Skills visas only cover the
period for which the empléyment is offered. Changes would be made to Immigration
Instructions to make it explicit_that for seasonal workers the period of employment must be
restricted to the length of the se@son, by listing seasonal occupations and the maximum
duration of the associated season(s),

79. This will mean that, at the end of the” season, workers would be required to leave New
Zealand, or obtain a different type of visaf'but eould return the following year, provided there
continued to be a shortage of New Zealand*workers.

80. Until the change in Instructions comes into¥fgfrce, ,Immigration New Zealand (INZ) will
reiterate to front line staff that when issuing Essential Skills visas to seasonal workers, the
visa is only meant to cover the length of the seasopn! .4NZ will also use its stakeholder
relationships to signal this expectation to relevant sectors,

Impact

81. A significant number of temporary work visas are already issued/on a seasonal basis, and as
this is an existing implicit requirement the impact of this change ig’likely to be small.

82. The list of seasonal occupations, and the length of seasons, will¢gbe”tested through the
consultation process. The list of seasonal occupations could include:

a. rural contractors (e.g. tractor drivers, combine harvester drivefs,ssilage/haylage
workers)

meat workers (i.e. Halal slaughterers)

adventure tourism staff

shearers and shed hands

ski season staff (includes instructors and other staff who work on the fields)

R

winery staff (vineyard workers and cellar hands), and
fishing.

@
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Compliance and verification for phase one proposals

83.

84.

35.

To ensure that the proposed changes achieve the objectives, consideration needs to be
given to verification and compliance. The introduction of remuneration bands places more
importance on income or salary information.

Officials will work on ways to ensure compliance is improved and lower the likelihood of
falsified salary offers. Immigration officers are already required to be satisfied that the job
offer is for genuine, sustainable and full-time employment. This requirement could also be
used to verify the remuneration rate in the employment agreement when an Essential Skills
visa is first issued.

INZ would also ensure that, where an employer is found to have falsified the salary offer in a
previous Essential Skills visa application they are not able to access migrant labour. The
Labour Inspectorate and INZ are working together on a new mechanism to ensure the
infermation shared between the two regulators concerning employer compliance with
employment standards can be transparently and consistently incorporated into immigration
decisions.

Transition to new’settings for phase one proposals

86.

87.

88.

89.

| intend for th€g€ eitanges to be implemented in July 2017 and will report back to Cabinet for
final decisions o' tlieyphase one proposals in May 2017.

The proposal introdu€ing a maximum duration will apply to all new lower-skilled Essential
Skills applicants and all gxisting Essential Skills visa holders when they apply for a further
Essential Skills visa.

The new settings restricting the’ access of children and partners will only be applied to new
Essential Skills visa applicationsg”and not to children or partners of Essential Skills visa
holders who already hold temporary Msas. In time, those partners and children of Essential
Skills visa holders will leave the countryfthey do not have a pathway to residence, as the
maximum duration will apply to the principakEssential Skills visa holder.

For the proposals relating to the introduction ef remuneration settings and seasonal work,
this will be signalled to industries and stakeholdersfahead of the implementation date and will
apply to all new (and subsequent) Essential Skill§ visag”applications.

Phase two: further improvements to temporary visasSgttings

Additional changes to temporary visa settings to improve the,coptribution of immigration to the
labour market

90.

91.

92.

Phase two focuses on long-term proposals to improve temporafy yisa settings to ensure they
reflect the Government’s wider objectives to lift skill levels and incomes, These additional
changes require more work to design and implement, and to determing the likely impact.

Phase two focuses on leveraging the opportunity that the immigrationssystem provides to
incentivise desired behaviour from employers at the individual firm, indUstsy and regional
level. It proposes to do this by shifting the emphasis of the visa process to the.a@Ssessment
and accountability of the employer. It also proposes adjusting the pathways to=access
Essential Skills workers to incentivise the Accredited Employers™ process, and reducing the
relative attractiveness of other pathways to Essential Skills visas.

| seek agreement that further work is undertaken on the following proposals, as part of phdse
two of the review:

a. adjusting the pathways available to access Essential Skills workers to incentivise more
employers to become accredited

b Accredited employers are able to employ skilled migrant workers without first having to check if any New Zealanders can do the work.
Employers are assessed on their workplace practices, financial position and human resources. INZ may also consult with other
government agencies when assessing the employer. They must take direct responsibility for the workers you employ, for their work and
you must pay a minimum base salary of $55,000.

In confidence 13
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98:

94.

95.

96.

97.

98.

b.  exploring options for further targeting of immigration settings by regions or sectors,
including where there are persistent localised labour shortages

C. expanding the existing Accredited Employer (Labour Hire) programme nationwide

strengthening the existing Essential Skills requirements to train and recruit local
workers

e. reviewing the process for occupations being added to, and remaining on, the Essential
Skills in Demand lists, and

f. exploring whether further changes should be made to requirements for seasonal
Essential Skills visa holders and their employers.

Proposal a. will target employer behaviour at the firm level, by enabling more employers to
kecome Accredited Employers while also ensuring that the assessment of Accredited
EMmployers and audit and monitoring processes are appropriately robust. This will reward
Accrgdited Employers by making it easier to recruit higher-skilled and higher-paid migrant
workers and easier for those migrants to stay here when they come through the Accredited
Employer” pathway. By comparison the other pathways to Essential Skills visas will seem
less attractive,)and all pathways will have a greater emphasis on the assessment and
accountability’of the’ employer.

Proposal b. will"idenqtify options for targeting immigration settings at the regional level to
address persistent ghortages of either skills or labour, where the region has taken
reasonable steps to address’the shortage. This could involve including a regional dimension
in defining the criteria for/and application of, Essential Skills visas, or introducing exemptions
to certain temporary visa réqllitements where there are persistent localised labour shortages
that cannot be filled because*of sheer lack of people. Difficulty in attracting reliable lower-
skilled labour is identified as an oBstacle in areas such as the dairy industry in Southland and
in the hospitality and retail industfies,in Queenstown. Some regions have targets for
population growth that are not supported by existing immigration settings.

Proposal c. also targets employer behaviour at the firm level by requiring all labour hire firms
nationwide to become accredited under theAecredited Employer (Labour Hire) policy before
they are able to employ Essential Skills migrants.,Currently labour hire firms are only
required to be an Accredited Employer if they operaté in Canterbury.

Proposal d. is targeted at strengthening existing requiremients to employ and train domestic
workers before using temporary migrants in lower-skilled and lower-waged jobs. This will
consider how the existing requirements can be strengther€éd’at the individual firm level, and
at the industry level. The proposal includes consideration of, whether to introduce a
requirement for workforce development, and whether audit proCegSes are required to ensure
existing requirements are being met.

Proposal e. will target employers at the industry level and will involve #exiewing the process
for occupations being added to, and remaining on, the Essential Skills«<ifi/Bemand (ESID)
lists’®. The development of this proposal will explore whether othef pOn-immigration
responses are required when an occupation is added to the ESID lists (i.e an.education or
welfare response). This will include considering Government’s role in respondingsto skills
shortages, including through the Sector Workforce Engagement Programme (SWEP) ‘afid in
improving the responsiveness of education and training.

A review of the ESID process would address concerns that:
a. the development of the lists is susceptible to industry pressure

b. the lists may not be effectively incentivising industry to increase workforce development
and training

> The ESID lists identify occupation shortages and facilitate temporary migration in those occupations, by not requiring the completion
of a labour market test. The lists are intended to help New Zealand meet its skill needs by facilitating the entry of appropriately skilled
migrants to fill occupation shortages while ensuring this does not negatively affect employment opportunities for New Zealanders.

Out of Scope
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99.

100.

C. placement on one of the lists does not automatically trigger a response from industry or
other supply levers such as welfare, education, or training, and does not identify other
ways to address shortages, and

d. the operational use of the lists is complex, making it difficult for immigration officers to
operate and adding to the difficulty employers and applicants have in understanding
the system.

Proposal f. will explore whether further changes should be made to the requirements of
Essential Skills visas for seasonal workers and their employers, for example incorporating
more seasonal workers into programmes modelled on the Recognised Seasonal Employer
(RSE) Scheme. The RSE scheme enables horticulture or viticulture firms who cannot find
New Zealand workers, and who meet specified standards, to access seasonal migrant
labour.

I have directed officials to monitor the outcomes of phase one and the associated impacts of
the” €hafiges to the SMC, and these will be taken into account before any final
recommengdations are made about phase two proposals.

Consultation

101.

102.

103.

104.

105.

The following tagencies have been consulted this paper and their views have been
incorporated: the (Department of Internal Affairs, the Ministry of Education, the Ministry of
Foreign Affairs and A'rade, the Ministry of Health, the Ministry for Primary Industries, the
Ministry of Social Devglogment, the Treasury, Education New Zealand, the Tertiary
Education Commission, ‘@nd’the New Zealand Qualifications Authority. The Department of
Prime Minister and Cabinet Waslinformed.

No public consultation has been uhdettaken on the proposed changes to the Essential Skills
visa policy yet. | recommend thattargeted consultation is undertaken on all proposals of the
review before they are implemented. /Consulting will help to ensure that there are no
unintended consequences and would#help to better quantify the likely impacts of the
changes, including across sectors and regions'.

Consultation will be undertaken on a targetedfasis with a similar range of stakeholders to
the recent SMC consultation, including Busines§ New Zealand, the Council of Trade Unions
(CTU), regional economic development agencies afid/Councils, and industry groups.

| am seeking agreement to the phase one proposals, subjeet to consultation, and agreement
for officials to undertake public consultation. | will report‘baCle.to Cabinet on the outcome of
the consultation process and the final recommendations abduttfre phase one proposals.

At this stage | am seeking agreement for further work to be undeftaken on phase two, and |
intend to take the same approach to consultation as for phaset\omeyConsultation on the
phase two proposals will help ensure that the impacts and interactiahg’with changes to the
SMC and phase one changes is well understood.

Financial Implications

106.

There are no financial implications from these proposals. Any change in third party fees and
levies would be offset by the corresponding change in work volumes. Changes.iofvisa
settings would have implementation costs, including systems changes. These can e met
from existing baselines.

Human Rights, Legislative, and Regulatory Implications

107.

The proposals in this paper are consistent with the New Zealand Bill of Rights Act 1990 and
the Human Rights Act of 1993. There are no legislative implications.

In confidence 15
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Implementation and Publicity
Implementation of phase one

108. The changes proposed for phase one can be implemented from July 2017, so long as final
Cabinet decisions, following consultation, are made by May 2017 and are not significantly
different from proposals.

109. | will provide further details about the implementation of phase one in the Cabinet report back
following the consultation process.

110. All of the proposals require changes to Immigration Instructions. Guidance and training will
be provided to front-line staff to ensure that the changes are applied consistently.

141y Consideration is needed as to when the changes are announced and when they come into
force. If there is a gap between the announcement and the implementation date there is a
risk\ithat there will be an increase in applications as migrants and their employers want their
visag' tosbe issued prior to the rules changing. It is also important to give employers and
migrants sufficient time to understand the new settings in order to ensure a smooth
transition(

Implementation of pklase two

112. Further work wil"b€™earried out on the detail, the operational feasibility and the likely impact
of the options forsphase two. Officials will investigate what operational resource and
capability is needed, and¢whether there are any additional costs associated with these
proposals.

Publicity

113. | intend to make a public announgément about the outcome of the review once final Cabinet
decisions are made on phase one\of thesreview, following the consultation period.

Recommendations

114. The Minister of Immigration recommends =that the Cabinet Economic Growth and
Infrastructure Committee:

1. Note that this paper is one part of a package that is focussed on the future direction of
the immigration system, and improving the <ontribution of migration to the labour
market. The other papers that make up this packagersate:

a.  Future direction of the immigration system: work grodgramme overview

b. Report back on remuneration thresholds for migramtsjunder the Skilled Migrant
Category, and

C. A pathway to residence for long-term temporary migrant workers in the South
Island

2. Note that the proposed review will be split into the following two phases;

a. Phase one focuses on ensuring that cohorts of lower-skilled tempdragy migrants
who do not have a pathway to residence cannot stay here indefinitely, @rid

b. Phase two focuses on using the opportunities the immigration system pfovides
to incentivise and reward good employer behaviour

3.  Agree in principle, subject to the result of consultation, to the following proposals that
make up phase one of the review:

a. introduce remuneration bands to determine the skill level of an Essential Skills
visa holder (and their associated visa conditions), based on salary or income
information

In confidence 16
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b. introduce a maximum duration of three years for lower-skilled Essential Skills visa
holders, after which there will be a one year stand down period before they can
apply for another lower-skilled Essential Skills visa

C. restrict the ability for lower-skilled Essential Skills visa holders to bring their
children and partners, except on visitor visas, and

d. reinforce that Essential Skills visas may only be granted for the period for which
the employment is offered, including making explicit what seasonal occupations
this applies to

Agree that officials undertake public consultation in the proposals above in
recommendation 3

Note that following consultation | will report back to EGI in May 2017 with feedback
from submitters and final recommendations

Note that the phase two proposals are more complex and earlier in their development
than phase one but, if agreed, they are expected to result in more substantial shifts in
emplayer behaviour at the individual firm, industry and regional level

Agreé€ that.further work is undertaken on the following proposals as part of phase two
of the review:

a. adjusting‘the avenues available to access Essential Skills workers to incentivise
more employess to become accredited

b. exploring optiéng for further targeting of immigration settings by regions or
sectors, includifngfwhere there are persistent localised labour shortages

expanding the existing/Accredited Employer (Labour Hire) programme nationwide

strengthening the existing Essential Skills requirements to train and recruit local
workers

e. reviewing the process for occupations being added to and remaining on the
Essential Skills in Demand lists, @nd

f. exploring whether further changes stiouldsbe made to requirements for Essential
Skills visas for seasonal workers and théi&mployers.

Authorised for lodgement

Hon Michael Woodhouse
Minister of Immigration
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Annex One: Additional data on Essential Skills migrants

1. The tables below show the visa categories that made up temporary visas granted with work
rights in the last ten years.

Number of first time visas granted per year (Principal applicant only
Work Policy | 06/07 07/08 08/09 09/10 10/11 11/12 12/13 013/14 14/15 15/16

EE;TS““E" 14612 | 16,118 | 10,707 | 5,165 5594 | 6,103 6,235 7,948 7,701 | 8329
@ WHS 32,224 34,080 38,082 38,462 41,839 | 41,560 47,168 53,134 59,725 63,233
N ai\ily 10,333 12,146 12,529 9,163 8,841 9,636 9,705 10,549 12,126 14,522
e to 6,263 5,842 5,821 6,966 7,354 9,295 9,131 6,260 9,610 16,097
RSE /u 3,500 4,761 6,197 3,211 2,657 2,546 2,282 2,085 2,126 2,318
Other Wor 15,234 16,629 14,443 14,043 15,208 | 15,463 15,385 16,498 17,333 18,622
Totals B% 89,576 87,779 77,010 81,493 | 84,603 89,906 96,474 108,621 | 123,121
Source: Immigration Appli anagement System as at 10 August 2016
Number of total vis ted per year (Principal and Secondary applicants)
Work Policy | 06/07 08/09 09/10 10/11 11/12 12/13 13/14 2014/15 | 2015/16
Eiisﬁs"t'a' 45213 | 53313 414 | 33619 |27368 |23570 |[23950 | 28057 |30213 |33545
WHS 33,051 35,644 i % 5 41,216 44,813 45,058 50,827 57,622 64,524 69,051
Family 30,192 34,040 3 35,833 30,995 27,307 27,135 28,362 30,960 35,286
Swt;‘?ky to 8,742 10,772 10,325 1 9 10,009 14,166 15,468 12,222 14,190 22,899
RSE 5,575 6,593 10,431 47/ ;’ 7,710 7,930 8,255 8,529 9,314 9,904
Other Work 38,477 41,307 36,807 36,ﬁ 40,186 33,506 32,904 35,524 36,818 38,821
Totals 161,250 | 181,669 | 177,353 | 166,855 O§1 151,537 | 158,539 | 170,316 | 186,019 | 209,506
Source:immigration.govt.nz statistics up to 31 July 2016 /

Principal applicants are those who have been granted a work visa. Second(/ jcants are the family members of Principal applicants. Note:
Total visas includes multiple visas for some individuals

2. Figure two below shows that, of the top 10 of all ANZSC
Essential Skills policy, two of the occupations are also on the
farmer). Of the 33, 546 visas approved under Essential Skills
occupations accounted for 11,377 (34 per cent) of those visas.

pations approved under the
ists (chef and dairy cattle
in 2015/16, the top 10
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Figure two: Top 10 ANZSCO occupations approved under Essential Skills policy in 2015/16

Top 10 ANZSCO occupations approved under Essential Skills policy in 2015/16
source W3 Work applications approved by occupationon
www.immigration govt.nz/about-us/research-and-statistics/statistics

@ . ® Work Visas Approved
L 4

3. Figure three below shows cross all skill levels (according to the definition used in the New
Zealand Income Survey ( recent migrants earned below their New Zealand born
equivalents. This data came t 016 NZIS. This extraction excludes respondents who
did not state their country of birth. 6

Figure three: Regular hourly earnings of &v workers and recent migrant workers from their

main job (source: NZIS 2016) n

Regular hourly earnings from main job ~7
Skill Level Median $ Q’ Median $
Highly skilled 31.2 29.1
Skilled 26.0 6 24.0

NZ Born Semi-skilled 24.0 e&émlgrants 20.0
Lower-skilled 21.3 18.5
Unskilled 17.8 4, 15.8

4. Figure four below shows the distribution of Essential Skills visa h@
granted in 2012/13, across different income levels. This data comes fi Integrated Data
Infrastructure (IDI) managed by Statistics New Zealand. The data show he majority of
Essential Skills workers (65.5 per cent) earned below $55,000 per annum 4And the largest
earnings cohort was also the lowest, and reflects the trend of the four previo rs. The
percentage of Essential Skills visa holders earning below $55,000 per annum in 2 9 was
74.3 per cent, in 2009/10 it was 68.2 per cent, in 2010/11 it was 66.5 per cent, and in MNZ it
was 66.0 per cent.

who had their visa

Q
dég
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Figure four: IDI data on earnings distribution of Essential Skills workers in the 12 months

immediately following being granted a visa (for visas granted in the 2012/13 year)

Figure four: Earnings distribution of Essential Skills workers in the 12 months
immediately following being granted a visa (for visas granted in the 2012/13
year)
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Figure five: IDI data on regional distribut

*
£ssential Skills workers in the 12 months

immediately following being granted a visa (for r}ted in the 2012/13 year)
Figure five: Regional distribution of Essentia/Ski workers in the 12 months
immediately following being granted a visa (forvi granted in the 2012/13
year)

1200

1000

800

600

400

200

35000 or 35000 to 40000 to 45000 to 55000 to 70000 to 90000to  More than
less 40000 45000 54000 70000 90000 135000 135000

First year post-ES

B Auckland Region M Rest of North Island & South Island

In confidence

20



A>
RS

Annex Two: How

posals meet the objectives of the review
9

Phase One

ontribute to better
Went between
i

gration, welfare

and tion settings

Incentivise employers
to employ and ftrain
domestic workers
before recruiting
migrant labour

Allow employers to
use lower-skilled
migrants where there
is a genuine need

Do not encourage
lower-skilled and
lower-paid temporary
migrants to become
well settled

Make it easier for firms
to recruit higher-skilled
and higher-paid
migrant workers and
for those migrants to
stay here

Introduce remuneration bands to
determine the skill level of an
Essential Skills visa holder

v

Introduce a maximum duration for
holders of Essential Skills visas
granted for lower-skilled jobs

NS

Restrict the ability for lower-skilled
Essential Skills visa holders to bring
their children and partners

v

Reinforce that Essential Skills visas
may only be granted for the period
for which the employment is offered
and the application of this limitation
to seasonal work

v
v

A

v

7/

ANANA

Out of Scope

21

@idence




&3

/A

S
S

Phase Two

Contribute to better
alignment between
immigration, welfare

ﬁ)and education settings
: y 2

Incentivise employers
to employ and train
domestic workers
before recruiting
migrant labour

Allow employers
use

is a genuine need

to | Do
lower-skilled
migrants where there

not encourage
lower-skilled and
lower-paid temporary
migrants to become
well settled

Make it easier for firms
to recruit higher-skilled
and higher-paid
migrant workers and
for those migrants to
stay here

Adjust the avenues available to
access Essential Skills workers to
incentivise more employers to
become accredited

Q
Q\\

v

Explore options for further targeting
of immigration settings by regions
or sectors, including where there
are persistent localised labour
shortages

5‘?

%G

Expand the existing Accredited
Employer (Labour Hire) programme
nationwide

v
,\/

Strengthen the existing Essential
Skills requirements to train and
recruit local workers

f’@

Review the process for occupations
being added to, and remaining on,
the Essential Skills in Demand lists

Explore whether further changes
should be made to requirements for
seasonal Essential Skills visa
holders and their employers

ANANANANAN

/
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Annex Three: Proposed remuneration thresholds for Essential Skills visas and associated visa
conditions

-

- Occupation Relevant Child &l
/ yA (ANZSCO) (NZQF) p p
Existing ANZSCO Existing ANZSCO
$35.24"+ per hour 1&2 And : And z
Higher-skilled isil faulails requirements Up to 5 years [Yes
$73,299 + perannum | An /5 And | 7-10 Or 5 years
$23.49" - $35.24per
hur Existing ANZSCO Existing ANZSCO
Mid-skilled And | 1/2/3 @ And g - And ung " Upto 3years |[Yes
$48,859 . $73’299 per requiremen requiremen
annum

$15.75" - $23.49 per )
L i 5 w ing ANZSCO |, |Existing ANZSCO
. $32,760 - $48,859 per : = EMEEC
Lower-skilled anion Up to 1 year No
$15.75+ per hour o And Existing ,W Al Existing ANZSCO
$32,760+ per annum requiremen 7\ requirements

Where the expected remuneration falls into the higher-skilled remuneration band but ANZSCO=Wgtild define it as a level three, four or five occupation then the
applicant must justify this higher salary by providing evidence of having qualifications and/or work ‘expgetience beyond the ANZSCO requirements for that skill level.
This would reduce the risk of the salary or income information in the employment agreement beingsfalsified in order to create eligibility for more generous visa
conditions.

ANZSCO level four and five workers would only be eligible for SMC when they earned over the remuneratignsthreshold for highly skilled employment. For this
reason, ANZSCO level four and five Essential Skills visa holders would only be eligible for a lower-skilled visa_(which ensures that they do not settle long-term),
unless they earned over the threshold for highly skilled employment.

'® Assuming a 40 hour week for per annum remuneration.

"7 Indexed to 1.5 times the NZ median full-time equivalent eamings (if agreed to by Cabinet for the SMC remuneration thresholds).
'® Indexed to the NZ median full-time equivalent earnings (if agreed to by Cabinet for the SMC remuneration thresholds).

*® Indexed to minimum wage.
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Minute of Decision

This document contains information for the New Zealand Cabinet. It must be treated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only be
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Review)of Temporary Work Visa Settings

Portfolio Immigration

On 13 March 2017/16llowing reference from the Cabinet Economic Growth and Infrastructure
Committee (EGI), Cabin€f:

Background

1 noted that on 8 August 2016ythe Cabinet Strategy Committee noted the potential policy
options that could be explored td help reduce the pressure on the housing market while not
compromising economic growth objectives, including possible changes to Essential Skills
temporary work visa policy [STR-16-MIN-0004];

2 noted that the proposed review of immigratiofi'temporary work visa settings will be split
into the following two phases:

2.1 phase one: a focus on ensuring that cohorts«t lower-skilled temporary migrants
who do not have a pathway to residence canndtfStaw, in New Zealand indefinitely;

2.2 phase two: a focus on using the opportunities the ifimaggation system provides to
incentivise and reward good employer behaviour;

Phase one proposals

3 agreed in principle, subject to the result of consultation, to the following®proposals that will
make up phase one of the review:

3.1 introduce remuneration bands to determine the skill level of an Essential Skalls, visa
holder (and their associated visa conditions), based on salary or income informétion;

3.2 introduce a maximum duration of three years for lower-skilled Essential Skills visd
holders, after which there will be a one year stand down period before they can apply:
for another lower-skilled Essential Skills visa;

3.3 restrict the ability of lower-skilled Essential Skills visa holders to bring their children
and partners, except on visitor visas;

3.4  reinforce that Essential Skills visas may only be granted for the period for which the
employment is offered, including making explicit what seasonal occupations this
applies to;
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4 agreed that officials undertake public consultation on the above proposals;

5 invited the Minister of Immigration to report back to EGI in May 2017, following the
consultation, with feedback from submitters and final policy proposals;

Phase two proposals

@ noted that:

/ 6.1
6’ ;
%

the phase two proposals are more complex and earlier in their development than the
above phase one proposals;

if agreed, the phase two proposals are expected to result in more substantial shifts in
employer behaviour at the individual firm, industry and regional level;

7 ag that further work be undertaken on the following proposals as part of phase two of

the revi

7.1 adju e avenues available to access Essential Skills workers to incentivise more
emplo become accredited;

7.2  exploring option 2{ further targeting of immigration settings by regions or sectors,
including wher yge are persistent localised labour shortages;

7.3 expanding the existi dited Employer (Labour Hire) programme nationwide;

7.4  strengthening the existh l Skills requirements to train and recruit local
workers;

*

7.5  reviewing the process for occupa@f ing added to and remaining on the Essential
Skills in Demand lists;

7.6

exploring whether further changes should ‘/ de to the requirements for Essential
Skills visas for seasonal workers and their e 1S.

Michael Webster :

Secretary of the Cabinet ’%

Hard-copy distribution:
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