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Immigration Policy Changes to Support the Canterbury Rebuild 
 
Responsible Person: Hayden Fenwick, Labour Market and Welfare, 04 917 6969  

First Contact Person:  Udayan Mukherjee, Labour Market and Welfare, 04 917 7026 
 
Purpose 

1. This paper proposes three changes to immigration policy to streamline visa processes 
in ways that are intended to support the Canterbury rebuild. These changes are: 

  
a. Extending the maximum duration of Essential Skills (ES) visas for low skilled 

temporary workers from one to three years. This change would be time-limited 
to applications in 2015 and 2016. 
 

b. Introducing an accreditation scheme for labour hire companies that want to 
hire migrants to work in the construction sector. 

 
c. Removing the Variation of Conditions (VoC) requirement for ES visaholders. 

This means that migrants in this category will not have to stay with the 
employer that offered them the job that was the basis of their visa approval. 
This change would be time-limited and apply until the end of 2017. 

 
Comment 

2. The Treasury supports the proposal to extend the maximum duration of ES visas to 
three years for low-skilled migrants. This allows employers and migrants more certainty 
that they will be able to continue their employment arrangement for a longer duration. 
This should help increase the labour supply to cover the peak of the forecast labour 
demand for the rebuild. These visas will still be subject to a labour market test, so we 
don’t think this is likely to have negative impacts on the employment of local labour, 
particularly given the low unemployment rate in the Canterbury region. 
  

3. The Treasury also supports the proposal to introduce an accreditation scheme for 
labour hire companies that want to hire migrant workers for the construction industry. 
Migrant workers have been more likely to be exploited in Canterbury and labour hire 
companies are disproportionately found to be breaching employment standards. The 
accreditation scheme is similar to those used in some existing immigration policies, and 
will complement other action the Government is taking to reduce the incidence of 
labour exploitation in Canterbury. 

 
4. The Treasury has concerns about the proposal to remove the VoC requirement for ES 

visaholders. This effectively removes the labour market test for migrants moving within 
the Canterbury labour market, and means that employers who would not have been 
able to access migrant labour previously will now be able to. This creates a risk that 
roles that previously would have been able to be filled by local labour, would now be 
filled by migrant workers. 

 
5. The paper argues that this risk is mitigated by the low unemployment rate, and that this 

change is necessary to assist labour market flexibility in Canterbury. But the current 
process where migrants have to apply for a VoC is not onerous – almost all 
applications are approved within 24 days. However, the existence of this requirement is 
likely to dissuade migrants from applying to move between employers when they know 
that their application is unlikely to be approved. 
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Treasury Recommendation 

6. We recommend that you: 
 

a. Support the recommendations that seek to extend the maximum duration of 
ES visas for low-skill migrants from one to three years. 
 

b. Support the recommendations that seek to introduce an accreditation scheme 
for labour hire companies that want to hire migrants to work in the construction 
sector 

 
c. Raise the risk that removing the VoC requirement for ES visaholders will 

potentially lead to fewer employment opportunities for local labour. 
 
 
The following table goes into the Executive Summary of the paper 
 

 
 

Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

14/15 15/16 16/17 18/19 Out 
year
s 

Immigration Policy 
Changes to 
Support the 
Canterbury 
Rebuild 

 

 Support the proposals to 
extend the Essential Skills 
visa and introducing an 
Accreditation Scheme for 
labour hire companies. 

Raise the risk that 
removing the Variation of 
Conditions requirement 
may undermine the labour 
market test and have an 
impact on employment 
opportunities for local 
labour. 

 

Operating This paper proposes 
three changes to 
immigration policy to 
streamline visa 
processes in ways 
that are intended to 
support the 
Canterbury rebuild.  

- - - - - 

Capital 

- - - - - 

 

 

 



IN-CONFIDENCE 

Treasury:1120006v1 Page 1 
 

 

Future Direction of the Immigration System 
 
Responsible Person:  Hayden Fenwick, Labour Market and Welfare, 04 917 6969 
First Contact Person:  Udayan Mukherjee, Labour Market and Welfare, 04 917 7026 
 
 
Purpose 

1. This paper seeks Cabinet’s agreement to a direction for immigration policy that focuses 
on maximising the contribution of the migration system to economic growth.  
  

2. It follows on from a discussion at the Cabinet STR Committee in March this year, 
where the Minister of Immigration introduced these themes and signalled the 
development of this strategy.  

 
Comment 

3. We have previously briefed you on the development of this strategic approach to 
migration policy in advance of the discussion at STR earlier this year (T2015/371 
refers).  
  

4. There are three areas where the Minister of Immigration is proposing that policy can 
improve to help increase the contribution of the migration system to economic growth. 
The Minister is proposing a programme of work in each of these areas, which is likely 
to lead to specific policy decisions for Cabinet in coming months about: 

 
• The contribution of migration to the labour market;  
• The attraction, selection and integration of investors and entrepreneurs; and 
• The ability of the immigration system to better facilitate the entry of people 

whilst more efficiently managing risk. 
 

5. We support the direction that this paper signals and it is consistent with our recent 
advice to you about the risk of continued growth in low-skill migration and the 
opportunity to facilitate more high-skill migrants to New Zealand.  
 

6. We will work with MBIE to ensure that as this work programme drills down into specific 
policy, it retains this focus on the key strategic issues where the migration system 
needs to shift. 

 
 
Treasury Recommendation 

7. We recommend that you support the recommendations in this paper. 
 
 
 
 
 
 
 
 
 
 
 
The following table goes into the Executive Summary of the paper 
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Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

14/15 15/16 16/17 18/19 Out 
years 

Future Direction of 
the Immigration 
System  

 Support Operating This paper outlines a 
work programme for 
immigration policy 
which emphasises 
the contribution of 
the migration system 
to economic growth. 
We support this 
direction and the 
more specific 
changes in policy 
that it signals. 

- - - - - 

Capital 

- - - - - 
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Abstract 
This paper summarises the key influences on people flows in New Zealand over the next decade, 
describes the links between these flows and economic outcomes, and identifies future policy 
directions which would lead to improved economic outcomes. While New Zealand has been viewed 
as an immigration policy leader and has a world-leading diaspora network, competition for migrants 
is increasing, and other countries are innovating quickly. Increasing temporary, circular and return 
migration are creating opportunities which are not being fully exploited. New Zealand could increase 
the contribution that people flows make to overall economic performance by changing policies 
designed to attract and facilitate entry for skilled and business migrants, and by adapting some of 
the policies used by other diaspora networks.  
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Executive summary 
Increasing the intensity of New Zealand’s economic interactions with the rest of the world is often 
proposed as a way to improve New Zealand’s relative economic performance. This paper examines 
key influences on people flows into and out of New Zealand, and based on theory and evidence, 
proposes changes to policy settings that could increase the contribution of people flows to New 
Zealand’s economic performance.  

Internationally, people flows are becoming increasingly complex and diverse. New Zealand has high 
rates of population inflow and outflow, and, associated with this, a high stock of foreign-born 
population and a large diaspora. Along with other countries, New Zealand is experiencing increasing 
temporary, circular and return migration. Falling travel and communication costs have reduced the 
costs of both migration, and maintaining relationship capital at home. 

Although longstanding push and pull factors such as conflict, natural disasters and relative economic 
conditions remain important, some factors motivating migration globally have changed. Along with 
an increasing focus on skills, demographic change is increasing competition for migrants, including 
from Pacific nations. Climate change, relative income and perceived inequality are increasingly 
recognised as important drivers. Policy matters, too: moving from “designated country” schemes to 
a focus on skills greatly increased migrant diversity. In seeking to improve settlement and 
integration, and to ensure migrants have the skills local employers need, countries are increasingly 
using hybrid models of migrant selection which focus on both skills and jobs or job offers. They are 
also turning to former students as a source of migrants, with mixed success. 

Concerns over migrants taking the jobs of natives and conflicts over values have contributed to 
tensions in some countries, including the United Kingdom and several of its European neighbours. 
Reduced access to the United Kingdom and the United States for skilled migrants has created 
opportunities for other countries, with Canada actively targeting migrants unable to enter the US, 
and Australia re-evaluating migration policies across the board to ensure they are not overly 
restrictive.  

Many of the specific factors that have long influenced New Zealand people flows remain the same: 
structural labour market conditions; the open border with Australia, and relative economic 
conditions in both countries; connections with the Pacific and traditional source countries; and 
lifestyle drivers such as “the big OE” and returning for family reasons. But source countries are 
diversifying, and people flows to and from “newer” source countries, particularly in Asia, are 
increasing. The Christchurch rebuild has stimulated demand for migrant skills which will likely 
unwind as the process nears completion. In the medium to longer term, New Zealand’s 
attractiveness relative to Australia could increase, and (perceived or actual) impacts of immigration 
on Māori economic opportunities could create issues for the Treaty relationship.  

Views on the overall impacts of immigration and emigration on economic performance have 
changed over time. In short, immigration is not as good, and emigration is not as bad, as previously 
thought. The impacts of immigration on economic performance are generally modest, with most of 
the benefits of migration captured by migrants themselves. While immigration increases overall GDP 
through increasing the working age population, the international consensus is that overall, it has 
very small effects on GDP per capita and productivity. Labour market effects depend on the degree 

 

 

 



 

Treasury:3227451v2 iii 
 

of substitutability between natives and migrants: while there are some cases where individual native 
groups have suffered, overall, flexible labour markets respond well. 

Emigration leads to a first order welfare loss – GDP falls when the working age population declines – 
but as with immigration, the effects on GDP per capita are significantly smaller. Emigration can also 
have smaller positive second order effects, increasing economic opportunities for those who remain 
behind; incentivising increased investment in physical capital (as a substitute for labour) and human 
capital (in response to increasing returns at home, and opportunities abroad). Returning emigrants 
can bring enhanced human capital, financial capital, and connections. Declining costs of travel and 
communication, along with both government-led and other networks, are expanding the 
contributions that expatriates can make to their homelands irrespective of their physical location.   

Despite small effects on overall productivity and GDP per capita, there are situations where both 
immigrants and emigrants can have transformational impacts on economic outcomes. In both Silicon 
Valley and Israel, in combination with a wide range of important preconditions, highly skilled 
immigrants and talented returning diaspora have had major effects on the development of 
technology sectors through reducing skills bottlenecks and leveraging international networks and 
experience. 

Bearing this in mind, the paper explores the potential for policy change to increase the contribution 
of immigrants and emigrants to New Zealand economic performance. In both cases, increasing 
ambition is key. To increase economic impact, New Zealand needs to bring in a greater proportion of 
high value and high impact migrants, both temporarily and “permanently,” and the paper proposes 
changes to existing skilled and business migrant policies, and some new approaches which could 
achieve this. These changes involve taking on additional risk with the expectation of higher future 
return, particularly in relation to migrant entrepreneurs.  

New Zealand also needs to tailor residence policy more closely to expected economic impact: too 
many principal applicants who are unlikely to contribute much to economic performance are 
currently being granted residence on economic grounds, particularly through the Study to Work 
category. Migrants can contribute to New Zealand’s economic performance across the skill 
spectrum, particularly where there are supply bottlenecks, but at the lower end, some existing 
settings appear to add little value on a per capita basis, and risk crowding out opportunities for New 
Zealanders. 

New Zealand has a large, engaged diaspora and in Kea, a world leading diaspora institution which is 
not being fully exploited. The World Class New Zealand network’s Connections service has started 
well, but the experience of ChileGlobal and GlobalScot suggests that sustaining interest, engagement 
and impact will require more intensive relationship management and shared objectives beyond 
connecting and information-sharing. Kea works well with a number of government agencies but the 
experience of other countries suggests much more could be done to make use of the skills and 
connections of New Zealand’s diaspora, wherever in the world they may be located.  
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People flows are not a panacea. In developed countries, overall per capita incomes of native 
populations are rarely lifted significantly by immigration, and substantial population increases only 
occasionally yield significant net benefits. Those countries and regions which have benefited 
substantially from immigration and diaspora engagement required many preconditions, and did not 
address fundamental economic problems through people flows. Returning emigrants can be 
beneficial, but New Zealand is exposed to policy risk in a number of areas (including the Auckland 
housing market) should large scale return occur, and this has the potential to contribute to tensions 
between current residents, immigrants and returnees.  

While these factors caution against expecting economic transformation, people flows can have a 
material effect on economic performance through the operation of skills, experience, financial 
capital, connections and networks. The effects of recent bottlenecks in the United States and the 
United Kingdom demonstrate that policy to support high value immigration is still worthwhile. New 
Zealand's current policy settings are good, but could be improved to increase the contribution of 
people flows to economic performance. Specific proposals to achieve this are discussed in the 
conclusion and summarised at the end of each of the policy chapters (6, 7 and 8). General 
recommendations are listed in the Appendix. Readers with limited time may wish to focus on these 
summaries and the overviews at the beginning of the content chapters (2 through 7), along with the 
executive summary and conclusion.  
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1. Introduction 
Policy makers continue to identify improvements to New Zealand’s relative economic performance as a 
key strategic challenge. New Zealand is a small middle-income country with good institutions, high 
employment, low inflation and a strong government balance sheet, alongside modest growth, high 
private external indebtedness, and a pro-cyclical current account deficit.  Productivity is centred on the 
primary sector; and employment is weighted towards lower skill levels and is concentrated in the large 
and less productive service sector.     

New Zealand would be better off with lower external vulnerability, and a higher proportion of higher 
paid higher productivity employment in higher value economic activity, but meeting these goals is 
challenging. As well as sustaining good institutions, New Zealand needs to ensure incentives reward 
productive activity, and raise the quality of human capital, specifically by reducing the supply of low 
productivity labour and increasing innovative entrepreneurship (and the human connections that 
support it), rather than by increasing the supply of paper qualifications. Particular challenges for 
policymakers are the limitations of policy in both encouraging new industries and increasing the supply 
of entrepreneurship.  

Economic interactions among economies allow benefits from differences and economies of scale, and 
openness to international labour markets helps the economy adjust to change.  People with new and 
different ideas and capabilities are necessary to the development of a more productive economy; 
migration is one of the few policy levers available with the potential to influence the supply of highly 
productive people.        

Thus, increasing the intensity of New Zealand’s economic interactions with the rest of the world is often 
seen as a means to foster better economic performance.  The Treasury’s last comprehensive public 
statement focused on a simple framework that identified flows of people as a separate dimension for 
consideration, alongside flows of capital, trade and ideas.1  

On many dimensions of people flows New Zealand stands out as remarkably well-connected given its 
geographic isolation. New Zealand has a large foreign born population and a large diaspora (many of 
whom live in Australia) compared with other small advanced countries.2 Tourism is a large export 
industry, comprising 15.3 percent of total exports in 2013/14,3 and Infometrics estimates the total value 
of export education to the New Zealand economy at $2.85 billion in 2014.4 Thus people flows and the 
policies that support them are highly relevant to overall economic performance.   

                                                           
1  Blakeley et. al. (2009), p. 5. 
2  OECD (2012), p. 16. 
3  Statistics New Zealand (2014). 
4  Guerin (2015), p. 3. 

 

 

 



 

Treasury:3227451v2 2 
 

Extensive empirical research over the past two decades, including from metastudies, concludes that 
immigration has only modest impacts on overall growth in GDP per capita, productivity and native 
workers.5 But there have been well-documented circumstances, including in Silicon Valley, Israel, India, 
Taiwan, and China, where people flows have played a role in transforming economic performance in 
particular sectors.  

Drawing on international experience and evidence, this paper describes how New Zealand could 
increase the contribution of people flows to economic performance. The focus is on the roles of highly 
skilled immigrants (entering through both skilled and business streams) and the New Zealand diaspora, 
and the opportunities created by increasing temporary, circular and return migration.6   

Although these issues are discussed briefly, a detailed assessment of New Zealand’s long term economic 
and social objectives, and the particular industry, labour market, and demographic characteristics that 
may influence the nature and the size of the impact of people flows is beyond the scope of this paper. 
Nor does the paper explore some of the wider implications of people flows which are relevant in a living 
standards framework in any depth: factors such as impacts on the environment, or on New Zealand 
society. Along with greater clarity over the interests and preferences of New Zealand’s diaspora, a 
deeper understanding of these issues would enable the development of a clearer sense of priority areas 
for government, and would be a valuable contribution to the discussion.   

The paper begins by setting out global and domestic migration trends affecting New Zealand and 
summarises the likely influences on people flows over the next decade (chapter 2). Chapter 3 describes 
the links between people flows (both emigration and immigration) and economic outcomes and 
discusses the implications for New Zealand. Chapter 4 explores case study evidence on the impact of 
people flows on the development of technology industries in Israel and Silicon Valley, and examines 
lessons for New Zealand based on these. It explains the value in targeting potentially transformational 
migrants, and examines some of the challenges involved. The paper then discusses international and 
New Zealand best practice before identifying future policy directions which would improve economic 
performance through bringing in more high value and high impact skilled migrants (chapter 5) and 
business migrants (chapter 6); and increasing the impact of the diaspora (chapter  7). The paper 
concludes in chapter 8 with recommendations for policy change.  

 

  

                                                           
5  For a recent summary, see Fry (2014).   
6  Both tourism and export education contribute greatly to New Zealand economic performance, but are beyond the scope of this paper. In 

addition, while the focus of this paper is on increasing potential economic contribution, this should not be taken to imply greater restrictions 
on migrants who may not make immediate or significant economic contributions (such as people entering New Zealand on humanitarian 
grounds, and the partners and children of primary applicants).  
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2. Key influences on New Zealand people flows over the next decade 

2.1 Overview 

Globally, people flows are increasing, and diversifying geographically. Falling costs of travel and 
communication mean that even for people granted residence or citizenship outside their home 
countries, migration is often a series of decisions rather than a permanent, one time choice. Rising 
circular and return migration is making the distinction between temporary and permanent flows 
increasingly outdated.  

These trends are evident in New Zealand, where both permanent and temporary inflows are increasing, 
contributing to one of the largest shares of foreign born population in the OECD. New Zealand also has 
one of the world’s largest diaspora based on the share of population living abroad. 

Some longstanding drivers of people flows remain important: relative economic disadvantage, 
catastrophic events, earlier flows of compatriots to smooth the way, perceptions of more attractive 
“packages” elsewhere, and structural features of local labour markets, including the way policy is 
designed and administered. 

Newer drivers such as climate change and increasing international competition for skills are both likely 
to result in more diverse migrant flows, which could lead to increasing tension over values. Concerns 
over settlement and integration are increasingly leading to hybrid schemes which assess potential 
migrants on both human capital (typically estimated via points systems) and their ability to get a job 
offer. Concerns over “brain drain” have diminished somewhat, although the benefits obtained from the 
skills, capital and connections diaspora gain while abroad are probably less than the first order costs 
associated with losing them. 

Trans-Tasman policy settings and economic relativities will remain a key determinant of people flows, 
along with underlying structural features of the New Zealand economy, such as a labour market where 
many people are employed in lower-skilled, lower-wage and lower-productivity industries, and there are 
low earnings advantages for people with tertiary qualifications. In future, other structural factors, such 
as access to public services for Kiwis in Australia and climate change, could tilt flows more in New 
Zealand’s favour.   

Continued flows from the Pacific and traditional source countries, and rising numbers of migrants from 
newer source countries, particularly in Asia, are likely. The increased demand for migrants to assist with 
the Christchurch rebuild will dissipate as completion approaches. There may also be lifecycle effects, for 
example as cohorts of migrants return home to support elderly parents, or raise families.  Finally, 
tensions may arise, for example over the extent to which rising immigration is appropriate under the 
Treaty relationship, or over the rights of people such as care workers who have effectively settled in 
New Zealand despite being on temporary visas.    

Large inflows of non-New Zealanders, and large outflows of New Zealanders, are likely to continue over 
the next decade. Larger inflows of returning New Zealanders are possible if relative economic conditions 
remain favourable. Net migration is likely to remain positive most of the time, but poor domestic 
economic performance or improved opportunities elsewhere could lead to net emigration. Changing 
policy settings have the potential to affect both the raw numbers of people coming and going, and their 
likely impact on economic performance. 
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This chapter briefly describes the size and structure of both global people flows, and people flows into 
and out of New Zealand (section  2.2). It then looks at underlying drivers of people flows (section 2.3), 
global trends impacting people flows (section 2.4), and factors specific to New Zealand (section 2.5). 
Section 2.6 speculates on how people flows might evolve over the next decade in New Zealand. 

2.2 Background on global and New Zealand people flows 

Global people flows 

According to the United Nations, 232 million people, or 3.2 percent of the world’s population, are 
usually resident outside of their countries of birth.7 Between 1990 and 2013 the number of migrants 
worldwide grew by 50 percent, with much of that growth occurring between 2000 and 2010.8  

Flows of inward, outward, temporary, permanent and circular migration are increasing internationally. 
In developed countries, temporary migrants outnumber usually resident migrants by around three to 
one.9 Although specifics vary across countries and over time, typically between 20 and 50 percent of 
migrants leave their host country within 3-5 years.10  

The United Nations estimates that worldwide, economic considerations play a major role in the 
decisions made by around 85 percent of migrants.11 The majority of migration occurs between countries 
at similar levels of development, with 37 percent of migration between developing and developed 
countries, and three percent of migration in the opposite direction.12 Patterns of migration are changing, 
with the number of migrants who have moved from “South to North” now almost equalled by the 
number of migrants who have moved from “South to South.”13  

New Zealand people flows 

According to the 2013 Census, over a quarter of New Zealand’s usually resident population - more than 
a million residents - were born overseas, one of the highest shares in the OECD.14 Compared to other 
developed countries, New Zealand has high rates of population inflow and outflow. 15  Flows fluctuate,  

                                                           
7  United Nations (2013), p.1. 
8  United Nations (2013), p.1. 
9  Although “usually resident” is a more accurate descriptor than “permanent”, the latter expression is sometimes used in the remainder of the 

paper, reflecting common usage. 
10  Aikins and White (2011), p. 8. 
11  United Nations (2010). Inevitably most migrants have to work to survive at their destinations. “Economic reasons” are often the necessary 

condition for migrating, but they are not always the sufficient condition. Many other factors play a major role in the decision to move from 
one country to another. 

12  Aikins and White (2011), p. 6. 
13  OECD (2013a), p. 1. 
14  Statistics New Zealand (2013); OECD (2013b), p. 37. 
15  People flows are typically measured using net permanent and long term (PLT) migration figures. These figures are sometimes compared 

with net passenger movements (all arrivals minus all departures) in order to check accuracy – see Statistics New Zealand (2015). There 
are three main reasons for differences between the two series. In order of estimated magnitude, these reasons are changes in the number 
of short-term travellers in and out of New Zealand; incorrect measurement of permanent and long-term migration (including because of 
changes in intention); and missed arrivals and departures.  
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but on average, immigration exceeds emigration, with net gains being small in most years in relation to 
the flows in and out. New Zealand has one of the highest rates of permanent population inflow in the 
OECD.16 

Permanent and long-term migrant inflows have grown over time from around 40,000 people per year 
at the beginning of the 1980s, to average over 80,000 people per year over the past decade (see 
Figure 1).17 Outflows are more volatile, ranging between 60,000 and almost 88,000 over the latter 
period. Net immigration has contributed around a fifth of New Zealand’s approximately one percent per 
annum overall population growth over the past two decades.18  

Figure 1: Permanent and long term migration 

 

Source: Statistics New Zealand Infoshare, Annual, March years. 

                                                           
16  OECD (2013b), p. 25. 
17  Permanent and long term migration figures record people who indicate on arrival that they intend to stay in New Zealand for more than 12 

months. Note that these figures include large numbers of students and working holidaymakers who will remain in New Zealand for more 
than 12 months but who do not intend to stay permanently. 

18  Ministry of Business, Innovation and Employment (2013a), pp. 7-8, and Statistics New Zealand: Infoshare.  
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Repeat and circular migration is common, with 28 percent of migrants taking up residence in New 
Zealand between 1998 and 2011 leaving for six months or more.19 Five years later, three quarters of 
those people had not returned. Skilled migrants are less likely to remain in New Zealand. New Zealand-
born citizen departures are high, too, but this group is a little more likely to return.20 

Temporary work visa inflows have increased substantially over the past decade to a peak of 155,794 in 
2013/14, around three times the level of permanent inflows.21 Migration increasingly occurs in two 
steps, with more than 80 percent of the migrants approved for residence in 2013/14 having previously 
held a temporary visa.22 New Zealand has one of the highest proportions of foreign students in the 
OECD.23 Visitor numbers are also increasing, with 1.34 million arrivals in 2013/14. Australia is the largest 
source of visitors, followed by China, the United States and the United Kingdom.24  

New Zealand also has one of the world’s largest diasporas relative to population, with estimates 
indicating up to a million or more New Zealand citizens presently live beyond our physical borders.25 
Over the past 10-15 years, the characteristics of departing New Zealanders have changed, with greater 
numbers of highly-skilled people leaving.26 New Zealand’s diaspora is primarily located in Australia, with 
sizeable clusters in the United Kingdom, and to a lesser extent, the United States and Canada.27 

The view that emigration is largely motivated by economic opportunities elsewhere has evolved, and 
relative economic status at home is now recognised as another key driver of emigration.28 Rather than 
seeing emigration as inevitable, negative and beyond policy reach, there is now an increased emphasis 
on getting New Zealanders to add value from wherever they live, in addition to encouraging talented 
Kiwis to return home.29 

                                                           
19  Ministry of Business, Innovation and Employment (2012), p. vii. 
20  Ministry of Business, Innovation and Employment (2012), pp. 30-31. Over the same period, 909,840 New Zealand-born people left for more 

than six months, and 33 percent of them had returned by the end of the study period.  
21  Ministry of Business, Innovation and Employment (2014a), p. 10. Note that the distinction between temporary and permanent is often 

somewhat arbitrary. As per footnote 39, a substantial proportion of people recorded as “permanent” do not intend to stay permanently. In 
addition, a substantial number of people recorded as “temporary” entrants based on the visa they hold meet the criteria for “permanent and 
long term” status. 

22  Ministry of Business, Innovation and Employment (2014b), p. 31. 
23  OECD (2013b), p. 35. 
24  Ministry of Business, Innovation and Employment (2014a), p. 13. Note that Australians are not recorded in visitor visa numbers, since they 

are issued a resident’s visa on arrival. 
25  Definitions used to count the New Zealand diaspora vary. Kea refers to a Borderless nation including a million or more New Zealanders 

and friends of New Zealand (which includes former residents as well as citizens outside New Zealand) – see www.keanewzealand.com. 
Spoonley and Bedford (2012), p. 97, refer to 500,000 New Zealanders and 300,000 of their children. The OECD (2012), p. 16, only counts 
“foreign-born persons [aged] 15+ by country of birth and their children who were born in the destination country,” which leads to 
significantly lower estimates. In 2000, the OECD reports a New Zealand emigrant population of 417,400 living in all destinations, and in 
2005/06, they identify 448,300 people living in OECD destinations (ibid, p. 198.)  

26  Manning and SriRamaratnam (2010).  
27  OECD (2012), p. 198. For further discussion, see Chapter  7.    
28  Gamlen (2015). Social factors also play a role in migration: for example, a significant share of the New Zealanders departing for the UK for 

the first time are seeking something more than work in their ‘OE’ – the jobs they get in the UK are to fund holidays, rather than build 
careers or asset bases.   

29  See for example, www.keanewzealand.com. 
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2.3 Underlying drivers of people flows 

Conceptually, people flows are driven by the same factors that matter in any market: utility, 
preferences, prices, opportunity cost, risk, uncertainty, reversibility, transactions costs, natural 
endowments, culture, net costs and benefits over time, and barriers to entry.  

There is strong alignment between making a country as good as it can be for its citizens and making it 
relatively attractive as a migration destination. Important drivers are real wages, employment, housing 
and transport. Other important points of difference between source and destination countries include 
culture; social and political context, including safety, stability, and the rule of law; the environment; and 
natural endowments such as climate and location/distance. Both perceptions and reality matter, and 
both interact with how a country is marketed and its overall brand. In New Zealand’s case, strong rule of 
law, a relatively safe environment, and generally good public services are attractive to both residents 
and prospective migrants. 

Push factors from outside New Zealand will continue to include those that have induced migration for 
centuries: poverty, armed conflict, natural disasters, social strife, political turmoil, and economic 
hardship.30 Relative deprivation seems to be a more important driver of migration than absolute 
poverty: people who migrate tend not to be those who are the poorest, but rather those who can afford 
to.31 Gamlen (2015) explains that “being worse off than one’s peers at home hurts more than being 
worse off than strangers living abroad… if [migrants] are poor enough to feel excluded from their own 
society, but not too poor to escape, they will try to do so.”32  

People flows depend on previous flows of migrants, with new migrants reducing risk and uncertainty by 
following “well-trodden pathways” and choosing to cluster in locations where there are already large 
numbers of previous migrants and cumulative social networks.33  

In addition to real “on the ground” differences between countries, people flows are affected by policy 
settings.34 Policy settings do not just include obvious factors such as open borders, restrictions on 
numbers, entry criteria, the types of visas available, and the cost of visas. Wider settings such as taxation 
and access to social services, particularly healthcare, education, disability support and retirement 
income are also important. How policy is administered matters too, particularly in terms of clarity, 
processing times and the predictability of outcomes.  

  

                                                           
30  Richard Bedford notes that people do not tend to report negative motivations for migration, but these can be important – see the appendix 

of Bedford (1973) for further discussion. Examples raised in field work discussions include migrating after committing a crime, or to avoid 
family conflict (Telephone interview with Richard Bedford, 6 April 2015).  

31  De Hass (2005), p. 1271; see also Gamlen (2015). 
32   Gamlen (2015). 
33  See Maré et. al. (2007) for an empirical discussion of this effect in New Zealand. 
34  In some circumstances, changes to policy settings can trump immediate economic relativities – for example, there were very large one-off 

flows between New Zealand and Australia right before the 2001 changes to New Zealanders’ welfare entitlements in Australia. 
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2.4 Global trends affecting people flows 

Global people flows are expected to continue to increase due to the combined effects of increasing 
global economic integration, declining costs of travel and communication, and large demographic and 
economic differences between countries.35  

People flows are becoming increasingly complex and diverse, with increasing temporary, circular and 
return migration.36 Declining travel costs and travel times have reduced the extent to which migration is 
regarded as a “one-way bet,” and technological developments such as free internet-based video calling 
and various social networks have reduced the cost of maintaining relationship capital in countries of 
origin (and former residence). Ongoing personal and business relationships increase cross-border travel, 
while tourism and business trips may lead to migration.37 

In addition, climate change is expected to increase migration within and across borders, due to larger 
numbers of, and more intense, extreme weather events, sea-level rise and accelerated environmental 
degradation. The International Organisation for Migration reports that by 2050, climate change may 
induce migration flows of around 200 million people, roughly equivalent to current international 
migrant stocks.38 

On the demand side, competition for skilled migrants is increasing, due to factors including declining 
fertility and population ageing in developed countries. 39 This is leading countries to explore more 
diverse sources of migrants, and resulting in rapid policy innovation, adaptation and experimentation 
both in terms of design and administration. Open attempts to entice migrants from competitor 
countries are increasing, and will likely increase concerns about exploitative international recruitment 
practices.40  

On the supply side, domestic skills policies change over time as technology and the economy evolve, and 
this also affects the nature of the skills that countries seek though migration. Increasingly, countries are 
seeking high value and high impact migrants: those whose (broadly defined) skills are complementary to 
existing national capabilities, and who are likely add the most economic value.  

Increased migrant diversity is both a potential source of innovation and growth and a potential source of 
tension over values. Whereas once countries such as New Zealand might have been viewed as definite 
“safe havens,” terrorist activity, particularly relating to tensions over values, is increasingly widespread 
and unpredictable.  

                                                           
35  Poot (2015), p. 1. 
36  De Haas (2005), p. 1270, points out that current levels of migration are not unprecedented. A century ago, the percentage of migrants in 

the world population (2.5-3 percent) was similar to what it is today.   
37  Poot (2015), p. 1. 
38  https://www.iom.int/cms/climateandmigration, retrieved 5 March 2015. 
39  Li (2008). 
40  Gamlen (2014a), p. 3, writes about this being an issue between New Zealand and Australia. As Canada’s recent targeting of United 

States start-ups demonstrates, it is not always the case that the most economically dominant countries are the ones doing the “poaching”. 
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Concerns over migrant settlement, integration and economic performance have increased the focus on 
job-matching and hybrid models of migrant selection, and in some countries, increased the transfer 
former students to work search and resident visas.41 Over time, two potential challenges to this 
approach are likely. Concern over migrants taking the jobs of natives is re-emerging in New Zealand and 
increasing in the United Kingdom, Europe, and Canada.42 Secondly, this approach can exclude the most 
entrepreneurial migrants. In response, several countries including Chile, Canada, the United Kingdom, 
and Singapore are experimenting with start-up and entrepreneur visas.  

Concerns over “brain drain” have abated somewhat, in response to a greater appreciation of the 
potential benefits of “brain circulation.”43 Although it is generally considered that first order skills losses 
are likely to be greater than the potential gains from diaspora engagement, countries are increasingly 
leveraging the skills and networks of their diaspora to promote economic development.44 

Both concerns over the effects of competition and conflict over values have the potential to contribute 
to increasing tensions between  existing residents and migrants, particularly those who are visibly 
different. Tension between economic and cultural protectionism and the benefits of openness to 
migrants will most likely continue, but it is difficult to predict where this will lead to social or policy 
changes that will reduce the net benefits of immigration. 

2.5 Additional factors affecting people flows to and from New Zealand  

In addition to underlying drivers and global trends, there are several factors specific to New Zealand 
which will likely affect both people flows over the next decade, and the economic impact these flows 
will have. Many of these factors are amenable to policy influence to some extent, but change is likely to 
take time. Structural labour market issues, tensions around biculturalism and multiculturalism, changing 
demand patterns from abroad, demography and lifecycle effects are the most difficult to change. 

Structural labour market issues and wider policy settings 

Although an important input into developing clear government priorities, a detailed assessment of New 
Zealand’s long term economic and social objectives, and the particular industry, labour market, and 
demographic characteristics that may influence the nature and the size of the impact of people flows, is 
beyond the scope of this paper. This section highlights some important points by way of example. 

Many people in the New Zealand labour market are employed in lower-skilled, lower-wage and lower-
productivity industries, particularly in the service sector. Patterns of employment are changing over time 
in ways that have implications for people flows. 

For example, in 2011, the then Department of Labour forecast a decade of strong growth in the demand 
for people with higher level vocational qualifications across a wide range of occupations, and noted that 
continued high outward migration of people with vocational qualifications is likely to contribute to 
future supply constraints.45 In response, there will be increased demand for migrants with these skills. In 

                                                           
41  Cerna (2011); Papademetriou and Sumption (2011). 
42  For Canadian examples, see The Canadian Press (2014) and Tomlinson (2013). The discussion in New Zealand is anecdotal at present. 
43  See Vertovec (2007) and Saxenian (2005). 
44  Gamlen (2014a), p. 3. 
45  Department of Labour (2011) p. 2. 
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this context, outward people flows are an important causal factor and inward flows an important area 
for policy response. 

New Zealand also experiences high levels of departures by highly-skilled New Zealanders. One reason for 
this is that people with tertiary qualifications gain a relatively small earnings advantage relative to 
people with school qualifications in New Zealand.46 This suggests New Zealand struggles to make 
productive use of tertiary skills.47 In addition, although it is difficult to reliably measure earnings 
premiums across countries, estimates suggest skilled New Zealanders living abroad can substantially 
increase their earnings, even after allowing for higher living costs.48 Better jobs and better pay 
elsewhere are expected to remain a strong pull factor for highly qualified New Zealanders.  

Interestingly given popular perceptions of factors contributing to emigration, an empirical study of very-
highly skilled New Zealand emigrants (those scoring at the top of their peer group in terms of academic 
performance at the end of secondary school) found that tax rates on high incomes, student debt, and 
regulations which determine how easy it is to become an entrepreneur, are not viewed by top students 
as strongly affecting their decision to stay at home or move abroad.  Rather, climate, lifestyle and the 
presence of relatives act as strong pull factors towards New Zealand, while the better relative economic 
opportunities abroad discussed above act as a strong push factor.49 

Taken together, these structural factors need to be borne in mind when considering people flows 
policies, since they may impact the extent to which increasing numbers of high value and high impact 
migrants can increase New Zealand’s economic performance. 

Trans-Tasman policy settings and relative economic conditions 

Flows of people between New Zealand and Australia have occurred since both countries were colonised. 
Visa-free travel between New Zealand and Australia, and particularly the right to work (albeit, with 
some restrictions) has been a key driver of changes in New Zealand’s working age population for several 
decades.  

Before the mid-1970s, people flows between New Zealand and Australia were relatively balanced. Since 
that time, flows have typically been towards Australia. Figure 2 shows that New Zealand citizen 
departures dominate flows between New Zealand and Australia, while flows of returning New 
Zealanders have been more stable over time. More recently, due to changes in relative economic 
performance, outflows of New Zealanders to Australia have fallen, and the numbers of New Zealanders 
returning home has increased.50  

  

                                                           
46  Department of Labour (2011), pp. 21-22. In 2008, New Zealand’s earnings premium for degree educated workers was the third lowest in 

the OECD. Similar analysis based on 2012 data shows New Zealand’s relative performance is improving in this regard, although it is still 
below the OECD average. See OECD (2014), Chart A6.3, p. 136. 

47  Ibid, p. 22 
48  Ibid, p. 21. 
49  Gibson and McKenzie (2009), p. 13. Similar results are found in Kea’s Every Kiwi Counts surveys, which report results for expatriates with 

a broader spectrum of skills.  
50  There is a similar pattern apparent in arrivals and departures of all citizens.  
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Figure 2: People flows between New Zealand and Australia 

 

Source: Statistics New Zealand Infoshare, New Zealand Citizen arrivals and departures. 

Figure 3, which compares departures of New Zealand citizens with relative GDP growth between New 
Zealand and Australia, illustrates the strong cyclical component to people flows between the two 
countries. This is likely to continue. 

Existing structural factors impacting flows will also remain important. In keeping with standard 
core/periphery arguments, Australia’s larger economy has more opportunities, and this will continue to 
attract people, particularly those of prime working age.51  Australia is likely to remain an easier 
destination choice for most New Zealanders than Asian countries, due to proximity, the open border 
arrangement, and cultural and language similarities.  

  

                                                           
51  Data provided by the Australian Department of Immigration and Border Protection show that over the past decade, flows have been 

highest in the 25-34 age group, with the next highest flows typically in the 15-24 and 35-44 age groups. 
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Figure 3: New Zealand citizen departures to Australia and relative economic performance 

 

Source: Statistics New Zealand Infoshare, and Reserve Bank of New Zealand. 

As long as visa-free work is allowed, trans-Tasman flows will be important to overall New Zealand flows. 
In the future, New Zealand’s attractiveness relative to Australia may improve in structural terms, with a 
flow on effect to net migration. Australia is more vulnerable than New Zealand to the impacts of climate 
change, and faces water shortages. Even if job opportunities remain better in Australia, New Zealanders 
considering living there may find the overall package skews in New Zealand’s favour due to policies 
limiting access to income support, higher education for children and superannuation. 

Demographic factors may also lead to structural changes in people flows. The large numbers of New 
Zealanders who left for Australia in the mid-1980s are currently approaching retirement age. Although 
this is not yet apparent in the data, this group may be beginning to consider heading back to New 
Zealand to retire, prepare for retirement and/or look after older parents.52  The extent to which this 
occurs will also depend on the activities of the children and grandchildren of these migrants - if they are 
settled in Australia as well then that may well act as a binding tie. 

 

  

                                                           
52  Cobb-Clark and Stillman (2008) developed a model which shows that the incentives to return to the home country are highest at 

retirement, assuming that wages are higher in the destination country and costs are lower in the source country.    
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The Pacific dimension 

People from countries in the eastern Pacific including the Cook Islands, Niue, Kiribati, Tuvalu, Tokelau, 
Samoa, Tonga and Fiji emerged as an important source of semi-skilled and unskilled labour in both rural 
areas and expanding manufacturing industries in New Zealand in the 1950s and 1960s.53 By the end of 
the mid-1980s, many Pacific communities had larger numbers living in New Zealand than in their origin 
countries, and equal numbers of island-born and New Zealand-born members.54 In the 2013 Census, 
Pacific peoples made up 7.4 percent of the New Zealand population.55 

New Zealand presently offers residence for Pacific peoples through specific balloted initiatives (the 
Samoan quota scheme, and the Pacific Access Category), as well as through general temporary, skilled, 
business and family reunification schemes. Inflows are modest. In 2013/14, 940 people were approved 
for residence through the Samoan Quota Scheme, and 363 people were approved for residence through 
the Pacific Access Category.56 Temporary entry is facilitated through the Recognised Seasonal Employer 
Scheme which granted entry to 6524 Pacific workers in 2013/14,57 and through the Essential Skills route. 
Fiji is the fourth most common source country for Essential Skills workers: 1,661 people from Fiji 
entered via this route in 2013/14, along with 351 Skilled Migrant Category principal applicants.58  

New Zealand is always going to be highly attractive to Pacific peoples, given historic links and the 
large Pacific population in Auckland. Changing demography, along with climate change, will likely 
contribute to continued flows of Pacific people.59 However, given worldwide population ageing and 
increasing competition for younger migrants, other countries are increasingly likely to look to the Pacific 
as a migrant source. Australia’s Department of Immigration and Border Protection has already begun to 
explore options for increasing Pacific migration to Australia.60 

Traditional source countries 

New Zealand’s original approach to migration policy followed the tradition of other classic immigrant 
nation-building societies such as Australia and Canada, and concentrated on attracting permanent 
migrants from culturally similar source countries (including the United Kingdom, Ireland, the 
Netherlands).61 Over time, the relative decline of New Zealand’s economic performance reduced our 
attractiveness as a destination, and increasingly skill-focused migration policy widened the pool of 
prospective migrants. Both these factors reduced the proportion of migrants from traditional source  

  

                                                           
53  Bedford (2003). 
54  Spoonley and Bedford (2012). 
55  Statistics New Zealand (2013). 
56  Ministry of Business, Innovation and Employment (2014b), p. 68. 
57   Ministry of Business, Innovation and Employment (2014c), p. 4 
58  Ministry of Business, Innovation and Employment (2014b), pp. 57. 
59  Is likely that due to low education levels, such migrants would not be viewed as skilled under ANZSCO classifications, even if their skills 

improve over time.For example, workers entering via the Recognised Seasonal Employer scheme develop skills over repeat seasons.  
60  Telephone interview with David Smith, Acting Assistant Secretary, Policy Research & Statistics Branch, Strategic Policy & Planning 

Division, Australian Department of Immigration and Border Protection, 4 March, 2015. 
61    Bedford (2003); Spoonley (2014), p. 5. 
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countries. In 2015, New Zealand is performing well relative to other OECD countries, particularly 
Australia. Along with existing clusters, improved economic performance will attract migrants from 
traditional source countries. However, given increasing migrant diversity and rising flows from “newer” 
source countries, traditional source countries will likely form a declining proportion of overall flows.62 

Increasing demand from “new” source countries 

While there can be considerable volatility from year to year, the trend of increasing migration to New 
Zealand from Asian countries following New Zealand’s switch to more skills-based immigration policy in 
1991 is apparent in both temporary and permanent flows.63 

In 2013/14, China, India and the Philippines were three of the four top source countries for New Zealand 
residence approval. 64 Skilled Migrant Category residence approvals from India are increasing particularly 
quickly, from 8 percent of approvals in 2009/10 to 20 percent of approvals in 2013/14. This trend largely 
reflects former Indian international students transitioning to temporary work and then to permanent 
residence. 65 Skilled Migrant Category residence approvals from China have fluctuated around 8-10 
percent of the total over this period, with residence approvals from the Philippines fluctuating around 
11-13 percent of the total.  

The same four countries provide a significant proportion of temporary Essential Skills workers. Along 
with the United Kingdom, the Philippines provided 15 percent of Essential Skills workers in 2013/14, 
followed by India (13 percent) and China (6 percent).66 

Over time, factors such as increasing development in source countries and population ageing are likely 
to increase competition for migrants from these countries, reducing their demand for opportunities in 
New Zealand. For now, the extent of restrictions applied by competitor countries (particularly the 
United States and the United Kingdom) makes New Zealand a relatively attractive option. In this climate, 
there are opportunities to tailor policy to increase the quality of migrants granted New Zealand 
residence approval (see chapters 5 and 6 for further discussion). 

Looking ahead, New Zealand may experience increased demand from a wider range of countries, such 
as Bangladesh and Somalia, whose skilled workers face restricted access to their first choice countries. 
Establishing an international brand as a welcome destination for people from these countries could help 
mitigate the impacts of increasing competition for skilled migrants. 

                                                           
62  Ministry of Business, Innovation and Employment (2014a). Figure 2 on p. 5 shows that the proportion of applicants granted residence who 

are from the United Kingdom has fallen reasonably steadily from 17 percent of the total to 12 percent of the total between 2009/10 and 
2013/14. However, the United Kingdom was still the largest source of temporary workers in 2013/14 (ibid, p.10). 

63  See for example Ministry of Business, Innovation and Employment (2014b), p. 22, p. 24 and p.49. 
64  Ministry of Business, Innovation and Employment (2014a), p. 5.  
65  Ibid, p. 7, Figure 3. 
66  Ibid, p. 11, Figure 9. Germany (9 percent) and the United States (6 percent) also make substantial contributions to temporary migration, 

particularly through Working Holiday schemes, p. 10. 
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Changing source countries can change the economic impact of migrants: other things equal, migrants 
from culturally similar countries tend to settle and converge to domestic labour market norms more 
quickly,67 but it is often migrant diversity (relative to existing residents) that drives productivity 
improvements through innovation.68 

Biculturalism and multiculturalism 

New Zealand society overall has become increasingly accustomed to more diverse migrants.69 However, 
Māori are fifty percent less likely to support Asian immigration than non-Māori, and this is trending 
more negatively over time.70 This result reflects longstanding concerns over the impact of increasing 
levels of immigration on Māori economic opportunities and the failure of governments to consult on this 
issue as required by the Treaty relationship.71 

Population projections indicate that by 2026, the percentages of Māori and Asian people in the New 
Zealand population could be very similar, at around 16-17 percent.72 Depending on perceptions and 
reality of Māori and Asian social and economic experience over the next decades, this has the potential 
to become a significant issue for New Zealand.  

The Christchurch rebuild 

Following the Christchurch earthquakes in February 2011, Canterbury experienced a net outflow of 
permanent and long-term migrants. As plans for the Christchurch rebuild have moved forward, this has 
reversed, and in 2013/14 Canterbury had the second highest regional net migration gain (after 
Auckland) of 5,600 people. In the past year, a quarter of total Essential Skills work visas were for jobs in 
Canterbury. Approvals rose 40 percent from 2012/13 to 6,591 people, making Canterbury the second-
most popular Essential Skills destination. In addition, the share of Skilled Migrant Category principal 
applicants with a job or job offer located in Canterbury rose by 50 percent to 18 percent in 2013/14.73  

Policy permitting, increased demand from the rebuild is likely to continue to generate a larger number 
of people coming through on Essential Skills visas, including via the Canterbury Shortage List, and 
increase the popularity of Canterbury as a destination for permanent migrants.74 As the rebuild effort 
approaches completion, these trends will likely unwind.  

  

                                                           
67  For New Zealand evidence on this, see Stillman and Maré (2009), pp. 58-59. 
68  See Lee and Nathan (2010). 
69  Gendall et. al. (2013). 
70  Gendall et. al. (2013), chapter 5; Spoonley et. al. (2007). 
71  Walker (1995). 
72  Spoonley and Butcher (2014). 
73  Ministry of Business, Innovation and Employment (2014b), p. i. 
74   See http://skillshortages.immigration.govt.nz/assets/uploads/canterbury-shortage-list-2014-08-06-.pdf and Canterbury Employment & Skills 

Board (2011), p. 37. Note that workers coming into Canterbury through Essential Skills do not have to enter via the Canterbury Skills 
Shortage List. 
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Labour shortages 

Population ageing is combining with regional migration patterns, including the tendency of young 
people to leave rural areas, to create pockets of regional labour shortage in New Zealand. 75In response 
to these trends, increasing numbers of low-medium skilled temporary migrants are being recruited to fill 
jobs in industries including aged care and dairying. Many of these temporary migrants have effectively 
settled in New Zealand, but do not have rights to residence. This a complex issue, which requires 
balancing migrant rights and providing opportunities for low skilled New Zealanders. 

Life cycle effects 

Finally, as mentioned in the discussion on trans-Tasman flows, individual migrant preferences and 
decisions can evolve based on predictable “life events.”76 For example, some New Zealanders tend to 
return home when they form romantic partnerships, start a family, become grandparents, or need to 
support elderly parents. This can go both ways: increasingly, Māori grandparents are moving to Australia 
as their children start families, and Kiwis who partner with non-New Zealanders are more likely to stay 
offshore.77 It is possible that emigrants may return in larger numbers as they reach these critical points, 
but also that migrants presently in New Zealand will do the same. 

2.6 What might people flows look like over the next decade for New Zealand? 

Over the next decade, large inflows of non-New Zealanders, and large outflows of New Zealanders, are 
likely to continue. Depending on relative economic conditions, larger inflows of returning New 
Zealanders are possible. Either way, net migration is likely to remain positive most of the time. However, 
net emigration could occur if New Zealand’s economy performs poorly, or if opportunities elsewhere 
open up (for example, if Boris Johnson succeeds in his bid to get New Zealanders and Australians visa-
free access to the United Kingdom).78  

Policy settings will be important. As chapters 5, 6 and 7 make clear, these can affect not just the raw 
numbers of people coming and going, but also their likely impact on economic performance. If New 
Zealand continues to innovate, and recalibrates policies to keep up with emerging evidence on what 
works to attract and facilitate entry for the best migrants and leverage diaspora skills and connections, 
there is an opportunity to increase the economic impact of people flows. 

 

 

  

                                                           
75  Jackson (2011), p. 14. Jackson characterises these as jobs that “New Zealanders don’t want” (ibid), rather than skill shortages. 
76  These events can interact with policy settings. For example, a key driver of the traditional New Zealand ‘OE’ is the fact that for a large 

majority of Kiwis, the ability to work legally in the United Kingdom is limited to the ages (18-30) during which they are eligible for a Youth 
Mobility (formerly Working Holiday) Visa.   

77  Telephone interview with Paul Spoonley, 5 February 2015. 
78  This appears unlikely, as Johnson himself acknowledges in an interview with Lewis (2015). 

 

 

 



 

Treasury:3227451v2 17 
 

3. Links between people flows and economic outcomes  

3.1 Overview 

The economic impacts of people flows depend upon the overall numbers coming and going, the 
characteristics of the people, and interactions between these aspects and the New Zealand economy.79 
Movements of people affect the New Zealand economy through factors including impacts on labour 
supply (via qualitative dimensions such as age profile, skill mix and personal attributes, including 
innovative capacity),80 the demand for output (including demand for infrastructure and derived demand 
for capital), and economies of scale.  

Although there is considerable debate about the appropriate metric to use when assessing the overall 
impact of people flows, the most commonly-used overall measure is GDP per capita. 81 Looking at GDP 
alone is misleading, because migrants simultaneously change both population and output. Some studies 
look at GDP per capita for native host country residents only, or remaining source country residents 
only, in recognition of the fact that these groups could be worse off or better off even if overall GDP per 
capita has risen or fallen.82   

While some policymakers initially hoped that skills-focused immigration would transform host country 
economic outcomes, the consensus is now that the overall impacts of migration are generally small, and 
that benefits are mostly captured by the migrants themselves.83  

Overall, the evidence points to modest positive effects from immigration via factor price equalisation, 
different migrant characteristics, changes to capital utilisation, scale and agglomeration, improved 
international connectedness, population ageing and fiscal balance.84 However, it is possible that scale or 
international connection effects could operate with very long lags: a recent paper by Brunow et. al. 
(2014) provides tentative empirical evidence suggesting that while net migration does not impact on per  

  

                                                           
79  Industry and labour market characteristics also influence the nature and the size of the impact migration can have. New Zealand has a 

labour market where many people are employed in lower wage and productivity industries, and a relatively fixed industry composition. So 
in theory, a long-run reliance on “cheaper” migrant labour in lower wage and low productivity industries could keep wages down for all 
those working in those industries and reduce incentives on firms to invest in capital.  If New Zealand’s industry composition contributes to 
a low-productivity equilibrium, migrants may not impact productivity growth. 

80  Labour supply impacts have important second order impacts on firm behaviour, by changing incentives relating to wages, investment in 
training and development, and capital investment. 

81  Mulley and Cavannagh (2013), pp. 15-18, conclude that theoretically, median income for a country as a whole is the best single metric 
because it is least likely to be influenced by compositional effects. 

82  In the New Zealand context, Brunow et. al. (2014) discuss whether New Zealand income per capita should include the earnings of New 
Zealanders living in Australia. 

83  For example, see the work of the Australian Productivity Commission (2006), and other examples summarised in Fry (2014).  
84  See Fry (2014) for a detailed assessment of the evidence on which this conclusion is based. 
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capita growth positively or negatively in the decade in which it occurs, it may boost growth in the longer 
run. Some of the possible channels the authors identify include education and training decisions, skill 
and diversity spillovers, trade, entrepreneurship, and clustering.85  

With emigration, the first order welfare loss dominates, but attention is increasingly focused on 
potential upsides:  people who remain behind may benefit from higher wages, and increased incentives 
to invest in human capital; capital utilisation may increase; and diaspora can benefit their homeland 
through remittances, “brain circulation”, and increased skills, experience and connections.  

People flows occur within a complex, inter-connected system. Although their economic impacts can 
occur at the same time and are often related,86 in order to understand these effects it is helpful to look 
at the impacts of emigration and immigration separately. Bearing this in mind, section 3.2 examines 
theory and evidence on the impacts of emigration, and section 3.3 examines theory and evidence on the 
impact of immigration. Section 3.4 concludes with a discussion of the implications for New Zealand. 

3.2 Emigration – the theory and evidence 

Theory suggests that the net effects of emigration on GDP per capita in the source country depend on 
disparities between native and emigrant skills; scale effects; and the responsiveness of factor and output 
markets; in particular how capital adjusts to decreases in labour supply.  

Economic modelling can help trace the relative size of effects, and illustrate interactions among effects. 
The predicted impact of emigration depends on the model used. Modelling results differ in the short 
and long term and depend on assumptions, such as the form of the production function, the number of 
goods produced, and emigrant and native consumption patterns.87 Models trace through the effects of 
changes in migration from a hypothetical starting point. Actual changes in migration are themselves one 
element of the ongoing process of economic adjustment.88 The value of models is in trying to distinguish 
effects and their plausible scale. 

In standard economic models of labour supply and demand, emigration leads to a welfare loss in the 
source country. Overall per capita income falls, with gains for workers who remain behind smaller than 
losses for owners of other productive factors, because relative prices change as labour becomes scarcer 
relative to other factors.89  

                                                           
85  It is also possible that scale and agglomeration could create larger positive impacts if future migration flows increase significantly, 

although as Fry (2014), p 41, notes, the size of population required to achieve these effects is unknown. The workability of a scale, 
agglomeration and diversity strategy in New Zealand, including whether sufficient population growth is achievable, is also unknown.   

86  For example, New Zealand’s high rate of immigration over the past several decades reflects a deliberate policy choice to replace 
departing New Zealanders with skilled immigrants. 

87  Bodvarsson and Van den Berg (2009), chapters 5 and 9. 
88  For example, immigration may be increased in response to rising emigration, and emigration may increase in response to rising 

immigration. 
89  Bodvarsson and Van den Berg (2009), p. 183. 
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Nana et. al. (2009) simulated the macroeconomic impact of having zero immigration on the 
New Zealand economy using a Computable General Equilibrium (CGE) model. 90 Given existing net 
outflows of 26,000 people per annum in the model baseline, the New Zealand resident population 
decreased by almost 9 percent over 15 years, to 4.1 million in 2021. With zero immigration, the labour 
force was almost 11 percent smaller, reflecting the fact that immigrants are more likely to be of working 
age than the New Zealand-born population. Relative to the baseline, annual GDP growth fell by more 
than three quarters of a percentage point to 2.3 percent, and real GDP per capita fell by 1.8 percent 
over the entire 15 year simulation period. In the model, capital is assumed to decrease in response to 
decreased labour supply to maintain the capital labour ratio.91  

At the end of the simulation period, both input and output prices were higher relative to the baseline, 
reflecting reduced supply. Higher prices reduced international competitiveness, leading to a significant 
fall in exports (almost 13 percent lower than the baseline), and a deterioration in the terms of trade 
(imports also fell, but by less than exports).  In this model, the reduced economic activity primarily 
affected workers in the managerial, technical and trade worker categories, since these depend more 
heavily on exporting activities.92 

In contrast, based on examples including the experience of urbanising English labourers in the early 19th 
Century, Marshall plan architect Charles Kindleberger argued that if emigrants are not replaced, rising 
wages in origin countries could encourage firms to invest in more productive capital, thereby raising 
growth through innovation.93 Other positive and negative externalities may occur because of reduced 
scale, or through the creation of new markets. Emigration can also create opportunities for the people 
who remain, while the possibility of accessing high incomes offshore raises incentives to invest in human 
capital.94  

From abroad, emigrants may send remittances, which can have both positive and negative impacts on 
the source country, depending on what they are used for.95 In developing countries there has long been 
a concern that conspicuous consumption funded by remittances can fuel inequality and inflation, but 
remittances can also “stimulate local economies through multiplier effects” and “compensate for weak 
credit and insurance markets.”96 However, international evidence suggests that remittances contribute 
more to savings and asset accumulation than previously thought.97 In New Zealand, anecdotal evidence 
suggests that increasing numbers of returning citizens are deploying their savings in the housing market.  

                                                           
90  Nana et. al. (2009, pp. 36-39). The model built on an earlier CGE study by Poot et. al. (1988), which was originally based on an earlier 

Australian model by Dixon et. al. (1982).  
91  This assumption is necessary to avoid conflating immigration effects and changes in capital intensity. It is acknowledged that immigration 

can in practice affect capital intensity. 
92  Nana et. al. (2009) did not report simulating the effects of increasingly skilled emigration. However, based on the results of their 

simulation of the effects of increasing the skill levels of inward migrants, it is likely that in this scenario their model would show similar 
overall effects on GDP per capita to the baseline scenario, but with different composition effects,. 

93  Kindleberger (1965), as cited in Gamlen (2014b), p. 583. A more recent example of this phenomenon is the Australian wine industry, 
which in response to less access to low-skilled labour, has adopted more capital-intensive production techniques than the Californian 
wine industry.  

94  Bodvarsson and Van den Berg (2009), p. 211. 
95  Bodvarsson and Van den Berg (2009), p. 195. 
96  Gamlen (2014b), p. 584. 
97  Connell and Brown (2005), p 42-43; cited in Gamlen (2014b), p. 585. 
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Emigrants who return may bring enhanced human capital, connections and financial capital.98 The role 
of “brain circulation” in the development of technology clusters in Silicon Valley, India, China, Taiwan 
and Israel has been extensively documented, and demonstrates benefits for both origin and destination 
countries.99  

Overall, the general consensus appears to be that the negative first order effects of reduced labour 
supply on GDP and GDP per capita are unlikely to be outweighed by positive second order effects.100 A 
first best policy response to emigration is to discourage departures and encourage returns by making 
the home country more attractive to productive residents. At the same time, given that people are free 
to leave and empirically do so for a number of reasons, it is also wise to make the most of the talents, 
skills and networks of the diaspora, wherever they choose to live.  

3.3 Immigration – the theory and evidence 

Theory suggests that the net effects of immigration on GDP per capita in the destination country depend 
on disparities between native and immigrant skills; scale effects; and the responsiveness of factor and 
output markets; in particular how capital adjusts to increases in labour supply.  

As in the case of emigration, the predicted empirical impact of immigration depends on the model and 
assumptions used, and can differ in the long and short run. Nickell (2007) describes how an immigration-
induced increase in labour supply leads to a fall in the capital labour ratio and the real wage, resulting in 
a higher return on capital in the short term. Over time, this stimulates investment, which, under 
constant returns, means the capital-labour ratio, real wage and marginal product of capital revert to 
their original levels. Although natives who own capital benefit in the short term, in the end, “the natives 
neither gain nor lose and the economy is simply that bit bigger.”101  

In the long run, Nickell argues that migrants may permanently reduce the equilibrium unemployment 
rate if they are more elastic, motivated and reliable suppliers of labour, or if, as Borjas (2001) describes, 
migrants “grease the wheels” of the labour market and reduce skills mismatch.  

Migrants can change the skill mix of the overall population if the skills of migrants and locals are 
sufficiently different, and if flows are large enough. Where migrants are more highly skilled than native 
workers and there is capital-skill complementarity, adding more skilled migrants to the economy raises 
the capital-labour ratio, and increases productivity in the long run.102 

                                                           
98  Devan and Tewari (2001); Saxenian (2002); Lewer and Van den Berg (2009). 
99  Saxenian (2005); Kuznetsov and Sabel (2006). 
100   Gamlen (2014a), p. 3. 
101  Nickell (2007), p. 57. 
102  Fry (2014), p. 5. 
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In addition to their CGE work on emigration, Nana et. al. (2009) also simulated the macroeconomic 
impact of an increase in immigration on the New Zealand economy.103 In response to increasing the 
inflow of migrants by 20,000 per annum, the simulated resident population increased by 6.1 percent 
over 15 years, to 4.81 million in 2021. Compared to the baseline, annual GDP growth increased by half a 
percentage point to 3.6 percent, and real GDP per capita rose by 1.5 percent over the entire 15 year 
simulation period. The increase in GDP per capita occurred because the additional migrants were more 
likely to be of working age than the resident population.104 As in Nickell’s simple theoretical model, 
capital was assumed to increase in response to increased labour supply to maintain the capital labour 
ratio.105  

Reflecting increased supply, both input and output prices were lower relative to the baseline at the end 
of the simulation period.106 These lower prices led to improved international competitiveness. In this 
model, additional economic activity was skewed towards relatively labour-intensive industries (such as 
tourism and other service exports) which benefited from the lower wages associated with increased 
labour supply.107 As a consequence, relatively capital-intensive industries did not benefit.  

A further simulation explored the impact of increased immigration targeting skills. While this changed 
industry and sectoral composition (those industries and sectors which rely more heavily on lower skilled 
migration were disadvantaged, while those relying on higher skilled migration were advantaged), the 
overall increase in per capita income generated by the model was the same as in the baseline 
scenario.108  This reflects the fact that the New Zealand economy needs both skilled and semi-skilled 
labour to expand production.109 

Most models, including those looking at New Zealand, suggest only modest net effects from overall 
immigration in recent decades, with most of the benefits of migration captured by the migrants 
themselves.110 The effects on productivity are hard to measure, but widely considered to be small. A 
recent study by Boubtane et. al. (2014) using OECD data from 22 countries estimated that “in most 
OECD countries, taking into account the skill composition of foreign-born migrants, increasing 
permanent migration of foreign-born workers by one percentage-point would increase productivity 
growth by between one- and six-tenths of a percentage-point per year.”111   

                                                           
103  Nana et. al. (2009), pp.30-36. 
104  These results are comparable to those found by the Australian Productivity Commission (2006).  
105  Again this assumption is necessary to avoid conflating immigration effects and changes in capital intensity, and it is acknowledged that 

immigration can in practice affect capital intensity. 
106  Other models allow for the possibility that economies of scale could result from a larger population, through more specialisation and 

increased competition.  
107  Nana et. al. (2009), p. 30. 
108  Nana et. al. (2009), pp. 39-41.  
109  Hodgson and Poot (2010), p. 46 discuss this point in more detail. 
110  See Fry (2014) for a detailed evaluation of extensive research evidence and practical experience which supports this conclusion. On p. 6, 

Fry discusses how expectations around the extent to which immigration can improve economic outcomes have changed over time. When 
skills-focused immigration policies were introduced in New Zealand, it was hoped that they could “improve growth by bringing in better 
quality human capital and addressing skills shortages; improve international connections and boost trade; help mitigate the effects of 
population ageing; and have beneficial effects on fiscal balance. As well as “replacing” departing New Zealanders and providing particular 
help with staffing public services (for example, medical professionals), it was believed that migration flows could be managed so as to 
avoid possible detrimental effects (such as congestion or poorer economic prospects) for existing New Zealanders.”  
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3.4 What does this mean for New Zealand? 

Since emigration has occurred alongside sustained replacement immigration in New Zealand, and the 
composition of both immigrant and emigrant flows has changed over time, it is difficult to identity 
overall effects.112 

After comparing the characteristics of emigrants with immigrants and the New Zealand-born, Glass and 
Choy (2001) concluded that New Zealand had approximately a “brain exchange” with the rest of the 
world. At that time, although immigrants were on paper more skilled than emigrants, their human 
capital contribution to the economy was broadly comparable because of the time it took migrants to 
adapt to New Zealand and develop location-specific human capital.113 Subsequent work by Manning and 
SriRamaratnam (2010) found that departures of highly-skilled New Zealand citizens to countries other 
than Australia have increased over time. In contrast, the open border with Australia facilitates 
emigration from across the skill range, although differences in opportunities and conditions lead to 
concentrations in certain occupations (such as nursing and mining).  

More recently, although this has yet to be demonstrated by formal research, it is likely that New 
Zealand’s increased focus on English language ability and job offers in migrant selection has reduced the 
time it takes migrants to reach the level of labour market participation and performance that their 
qualifications would imply. At the same time, highly-skilled New Zealanders have continued to leave, 
and there is some evidence that the overall skill level of some groups of migrants, particularly students 
transitioning to residence, is lower than was initially anticipated (see section 5.7).  

Overall, it is likely that recent patterns of people flows have had a modest impact on New Zealand 
economic performance. 114 However, the models on which this conclusion is based have important 
limitations, in particular, they treat innovation as exogenous (determined elsewhere). 115  

                                                                                                                                                                                           
 However, Fry notes that several decades of substantial gross and net immigration, much of which has been relatively skill-focused by 

international standards, have not transformed New Zealand’s economic performance. Until recently, GDP per capita growth has been 
relatively lacklustre. Income gaps with the rest of the advanced world remain, and productivity performance has been poor.  

 Fry concludes that it is likely that initial expectations about the potential positive net benefits of immigration were too high. The consensus 
among policymakers now is that other factors are more important for per capita growth and productivity than migration and population 
growth. CGE modelling exercises by the Australian Productivity Commission (2006) for Australia and Nana et. al (2009) for New Zealand 
have been influential in reshaping expectations. 

111  Boubtane et. al. (2014), pp. 17-18.  
112  For a critical assessment of the ongoing debate about positive and negative effects of emigration on development, see Gamlen (2014b). 
113  Poot and Stillman (2010) note that the time taken to reach New Zealand labour market norms has reduced over time, and within 10-12 

years immigrants and native-born workers achieve similar wage levels.  
114  See Fry (2014) for a summary of the literature, including several metastudies. 
115  For example, Chapple et. al (1994) discuss how the aggregation required sacrifices microeconomic detail, and Fry (2014), pp. 6-7 

describes how model closure requires some variables to be set outside the model, and notes that “what comes out reflects what goes in.”  
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Innovation is a key driver of productivity improvement and economic growth,116 and individual migrants 
can be important drivers of innovation117 because of their skills, experience, financial capital, 
connections and networks. While successful innovators may become wealthy themselves, they tend not 
to capture all the benefits of their innovations, which also flow to their customers, suppliers, and 
collaborators.118 These “spillover effects” provide the theoretical justification for immigration and 
diaspora policy settings targeted at high impact, high value people likely to improve economic 
performance, which are discussed in the remainder of the paper. 

  

                                                           
116  Romer (1990).  
117  Barro and Sala-i-Martin (1995). For a discussion related to New Zealand, see Moody (2006), p. 26. 
118  For example, based on patent activity in the United States between 1950 and 2000, Hunt and Gauthier-Loiselle (2010), p. 51, find 

immigration boosted innovation and led to substantial positive spillover benefits for natives.  

 

 

 



 

Treasury:3227451v2 24 
 

4. The importance of high value and high impact people flows 

4.1 Overview 

Both theory and some emerging empirical evidence suggest that while the overall impacts of migration 
are modest, certain kinds of immigrants and emigrants can have above average impacts on productivity 
and economic performance. If their skills match the needs of the host country economy, highly skilled 
immigrants tend to integrate faster, and they are viewed more favourably by native populations in the 
host country. Similarly, emigrants can add value based on skills, connections and experience gained 
overseas. 

Some of this evidence is rather tentative, and some is focused on the longer term. In contrast, some 
case study evidence provides a more compelling illustration of the potential value of high impact, high 
value people flows, in certain circumstances. Taken together, theory, emerging empirical evidence and 
case study evidence are motivating many of the countries with whom New Zealand competes for 
migrants to experiment with policies designed to attract and retain people who ae likely to contribute 
most to productivity. 

The first case study considered, Israel, has experienced both very high immigration and high emigration, 
and has done reasonably well in enabling large numbers of highly skilled engineers from the former 
Soviet Union to integrate and adapt. Along with pre-existing cultural factors, top quality institutions and 
well-timed government support for an emerging venture capital industry, returning emigrants, many of 
whom studied in the United States, were one of the primary drivers underpinning the development of 
Israel’s thriving technology sector. 

In Silicon Valley, the second case study considered, many decades of government support for education, 
research and infrastructure, including for specific military applications, paved the way for technology 
sector development. When growing firms faced skill shortages in the early 1990s, changes to 
immigration policy which increased access for highly skilled foreign graduates, particularly those with 
science, technology, engineering and mathematical backgrounds, were instrumental in enabling the 
continued development of the Valley’s technology sector. 

Both case studies demonstrate that the calibre of migrants and their fit with the environment they enter 
are critical. In addition to economically relevant hard skills, motivation, engagement, congruent values 
and a willingness to integrate are essential. New Zealand can expect to gain greater economic value 
from people flows if it targets specific kinds of the very best and brightest people – those whose talents 
and interests interact with New Zealand’s current economic and cultural context in a way that enables 
them to create growth through innovation. These people are referred to as “high value” or “high 
impact” migrants. 
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Designing policy to facilitate entry for high value and high impact migrants is challenging. International 
evidence suggests even the most well defined points-based systems struggle to predict success 
(measured by variation in individual immigrants’ lifetime earnings). Although emphasising individual job 
offers improves settlement and economic outcomes in points-based systems, a focus on job offers does 
not effectively target entrepreneurial migrants with big ideas. The large potential benefits from 
entrepreneurial migrants justify ongoing policy experimentation, expense, and risk to identify the best 
ways to find them. Finding high impact entrepreneurial migrants involves a potentially high cost to 
safety in order to obtain a highly valued benefit. While risk management is important, these challenges 
suggest a more experimental, and increasingly data-driven approach to entrepreneur policy is needed. 

This chapter explores the role that flows of high value, high impact people can have on economic 
performance. It begins by using case study evidence to examine the contribution of people flows to the 
development of successful technology sectors in Israel and Silicon Valley sections (4.2 and 4.3). Section 
4.4 identifies lessons for New Zealand based on these case studies, focusing briefly on recent papers 
which provide theoretical support for focusing on highly skilled migrants. Section 4.5 then discusses 
specific features of the New Zealand context before describing in general terms the characteristics of 
migrants most likely to transform economic outcomes in New Zealand. Challenges for policy design and 
administration are discussed in section 4.6. 

4.2 Case study: Israel 

Like New Zealand, Israel is small and isolated (although for political, rather than geographic reasons), 
and has one of the highest shares of foreign-born population in the OECD. More than a quarter of 
Israel’s 7.9 million people, and almost 40 percent of its workforce, were born elsewhere. Israel has 
experienced high rates of immigration, most recently during the 1990s, and ongoing high rates of 
emigration.119  

Israel also has a thriving start-up sector, which many experts consider was catalysed at least in part by 
large scale immigration and returning members of the Israeli diaspora.120 This section explores the role 
of people flows in the development of Israel’s tech sector, alongside other factors such as culture, 
institutions and government intervention. 

The role of immigration  

One of the founding principles of the Israeli nation state, the 1950 Law of Return, guarantees that every 
Jew has the right to come to Israel.121 Relative to the native population, initial inflows were enormous: 
26.2 percent in 1949, 14.5 percent in 1950 and 12.8 percent in 1951.122 After the first four years of 
statehood, annual inflows of immigrants fluctuated, but averaged in the tens of thousands. By 1973, 
flows had slowed to a trickle.123 

                                                           
119  Annual departures since 1990 have ranged between 20,000-28,000 people per year. OECD (2011a), p. 266. 
120  OECD (2011a), p. 252. 
121  Senor and Singer (2009), p. 131. 
122  OECD (2011a), p. 253. 
123  OECD (2011a), p. 255. 
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In the 1990s, inflows increased dramatically, and a million immigrants came to Israel from the former 
Soviet Union. Many of these immigrants were highly skilled, including 82,000 Soviet-trained engineers, 
and most have been successfully absorbed.124 Immediate citizenship enabled full access to the labour 
market, and the state provided intensive settlement support including housing, education, above 
minimum wage levels of income support, and intensive Hebrew language instruction.125 However, 
convergence took time: education and experience from the former Soviet Union were “wholly 
discounted” on arrival in Israel, but “unlocked” by Israeli training and work experience, to the point 
where after 20 years, there was 80 percent wage convergence with Israelis.126 

Immigration has slowed considerably from earlier peaks, averaging below 20,000 people per year since 
2002.127 At the time Israel joined the OECD in 2010, immigration represented a much lower share of 
Israeli population growth (12 percent) than the OECD average (around 50 percent).128  

The OECD rates the impact of immigration on Israel as mixed. Immigration has contributed to a two-tier 
labour market, where the population groups who have the poorest labour market outcomes also have 
the fastest rates of natural increase. 129 However, skilled migrants have generally been well absorbed 
and, along with Israelis returning after time abroad, particularly in the United States, have contributed 
to the development of the technology sector.130  

The role of cultural factors  

Israel’s experience of war and terrorism and associated tradition of compulsory military service places 
young people in high pressure situations with real consequences which can literally be life or death. This 
produces team-oriented problem-solvers who are tightly-connected, mission-focused and willing to take 
intelligent risks.131  

Israel’s reserves-dominated military also fosters intense, innovative, non-hierarchical interactions 
between very diverse people. Outside of the military, Israeli innovation often results from mashups of 
radically different disciplines and technologies.132 Many military applications lead to innovations in 
medical devices. For example, Given Imaging’s “pill camera” was developed based on the 
miniaturisation technology used in missiles, and the dispensing mechanism in Aespironics’ credit card-
sized asthma inhaler was inspired by jet propellers.133  

                                                           
124  OECD (2011a), p. 251.  
125  OECD (2011a), pp. 269-71. 
126  OECD (2011a), p. 263. 
127  Central Bureau of Statistics (2015). 
128  OECD (2011b). 
129  OECD (2011a), p. 55. Another factor contributing to the two tier labour market is low participation by Haredim and Arabs. Three quarters 

of male Haredim undertake lifetime religious study instead of working, and only 20 percent of Arab women work outside their home. This 
has a number of drivers, including cultural values and choices. 

130  OECD (2013c). 
131  Senor and Singer (2011), chapter 2. 
132  This is reflected in the fact that when compared internationally, Israeli patents cite the highest number of, and most diverse, precedent 

patents – see Trajtenberg and Shiff (2008). 
133  Senor and Singer (2009), pp. 188-91. 
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Israeli “chutzpah”– described as a combination of “gall, brazen nerve, effrontery, incredible ‘guts,’ and 
presumption,” and often experienced by outsiders as rudeness, insolence, insubordination or arrogance 
– contributes to a culture of confidence, assertiveness, critical, independent thinking, ambition and 
vision where challenging the status quo, and upward hierarchies, is not only acceptable, but expected.134  

Israeli culture and regulations also view performance as value-neutral: success is preferred, but failure, 
provided it is not the result of reckless risk-taking, is regarded as a good source of information. This 
encourages failed entrepreneurs to constructively use their experience and try again, instead of leaving 
them “permanently stigmatised and marginalised.”135 

Taken together, these cultural factors have been highly conducive to the development of the tech 
sector. 

The role of institutions and government policy 

These specifically Israeli cultural elements have combined with classic elements of technology clusters, 
including a tight group of world-class universities. In 1959, the Weizmann Institute established Yeda 
(“knowledge”) to promote the transfer of research findings and innovative technologies to the global 
marketplace. Yeda is consistently ranked among the top world academic institutes for income 
royalties.136 Yissum (“implementation”) was founded in 1964 to protect and commercialize the Hebrew 
University's intellectual property. As of April 2015, Yissum has registered over 8,900 patents covering 
2,500 inventions; has licensed out 800 technologies; and has spun out 90 companies.137  

Some aspects of government policy were unintentionally helpful. A shortage of financing in other 
sectors drove entrepreneurs into the technology sector, where taxes and regulations were more 
business friendly.138 Restrictions requiring companies to be five years old before they could list on the 
Israeli stock exchange contributed to the disproportionate numbers of Israeli firms listed on NASDAQ.139  

                                                           
134  Senor and Singer (2009), p. 30.  
135  Senor and Singer (2009), p. 20. 
136  Senor and Singer (2009), p. 211. 
137  From http://www.yissum.co.il, retrieved 26 April 2015. 
138  Senor and Singer (2009), p. 217. 
139  Interview with Olga Sulla, World Bank, 19 February 2015. 
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In 1991, the Israeli government established 24 technology incubators to make use of the skills of Soviet 
immigrants. These produced successful R&D, but did not create growing companies.140 In response, the 
government sought to accelerate the development of the Israeli venture capital industry in 1993 with 
the creation of Yozma (“initiative”) which invested $100 million to create ten venture capital funds each 
represented by trainee Israeli venture capitalists, foreign venture capitalists, and an Israeli investment 
company or bank. One $20 million fund also invested directly in tech companies.141 By 1997, over $200 
million had been raised (venture capital firms needed to raise twice the government’s contribution). The 
government shared the risk by retaining a 40 percent equity stake in the fund, but offered investors all 
the reward: partners could buy the government out at the cost of equity plus interest if the fund was 
successful. The first Yozma funds were all bought out or privatised within five years, and subsequent 
Yozma funds continue to support new Israeli companies.142  

The role of the Israeli diaspora 

In the 1970s and 1980s, thousands of Israeli engineering students went to the United States for 
graduate studies. Due to limited economic opportunities in Israel, a large proportion of graduates 
worked in the United States after completing their studies. In addition, more than 14,000 Israeli 
professional and technical workers emigrated to the United States between 1978 and 2000.143 

From the mid-1970s through to the early 1990s, US multinationals in the software and semiconductor 
industries, including Motorola and Microsoft, established research and development centres in Israel, 
primarily because of pressure from Israeli champions within their companies.144 Many were staffed by 
returning Israelis, and were highly successful.  

The Intel design centre established by Dov Frohman in 1974 designed the chips in IBM PCs, the first 
Pentium chips, and the Centrino chips that made portable computing possible. Frohman’s decision to 
continue production while under missile attacks during the Gulf war was instrumental in persuading 
investors that Israel could deliver reliable results despite security threats, war and instability.145 Michael 
Laor started Cisco’s Israeli R&D centre after returning from California in 1998, and made the case for 
building a large high-speed router, which underpinned subsequent tech sector growth.146  

                                                           
140  Senor and Singer (2009), pp. 165-6. 
141  The New Zealand Venture Investment Fund is based on the Yozma model. 
142  Senor and Singer (2009), pp. 166-71. 
143  Saxenian (2006), p. 105. 
144  Saxenian (2006), p. 106. 
145  Senor and Singer (2009), pp. 151-8. 
146  Senor and Singer (2009), pp. 136-8. 
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Prior to the 1990s, almost all Israeli high-tech entrepreneurs had spent time in the United States, where 
they gained contacts, market knowledge and exposure to American business practices.147 A turning point 
was reached in 1998 when Mirabilis, the creator of ICQ chat software, was sold to America Online for 
US$407 million, and co-founder Yair Goldfinger reinvested some of the proceeds in local technology 
start-ups. Emigration rates for young Israelis fell abruptly as opportunities in Israel improved, and 
increasing numbers of local entrepreneurs emerged. However, overall emigration rates have remained 
high, reflecting opportunities outside Israel.148 

Assessing the contribution of people flows 

Despite a popular perception that immigration drove the success of Israel’s technology sector, a closer 
look at the evidence suggests that Israelis returning from abroad had a more significant impact.149 In 
addition, people flows are only part of the story. The preconditions that made the contributions of both 
immigrants and emigrants so effective developed over many decades, often at high cost. Factors include 
compulsory military service; world class universities and research institutes; cultural characteristics, and 
government policies that both intentionally and unintentionally favoured the technology sector.  

Israel’s experience also demonstrates some of the limits of people flows. While economic performance 
has improved and people flows have played a part in this, the OECD describes the Israeli economy as 
unbalanced, and dependent on technology and exports. The OECD has also expressed concerns about 
Israel’s segmented labour market, falling educational performance, security issues, environment, and 
poor public services.150 

  

                                                           
147  Saxenian (2006), p. 111. 
148  OECD (2011a), p. 266. 
149  Saxenian (2006), pp. 104-12. 
150  OECD (2011a) p. 223. 
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4.3 Case study: The role of immigrants in Silicon Valley  

Immigrant labour and capital has also played an important role in the development of Silicon Valley. But 
as with Israel, a number of other factors also contributed.  

How Silicon Valley developed 

Many date the birth of Silicon Valley to 1939, when, with the help of their professor and mentor, 
Frederick Terman, Stanford graduates David Packard and William Hewlett established a small electronics 
company in a Palo Alto garage.151 

But well before this time, the Bay Area was an important centre of United States Navy research and 
technology.152 Stanford University graduate Cyril Elwell founded the Federal Telegraph Corporation 
(FTC) in Palo Alto in 1909 after buying the US patents for Poulsen arc radio transmission technology.153 
The FTC created the world's first global radio communication system, and signed a contract with the 
Navy in 1912.154 The National Advisory Committee for Aeronautics (later NASA) set up its Ames Research 
Center on Moffett Field in Sunnyvale, and between 1933 and 1947, several technology firms located in 
the surrounding area around to serve the Naval Air Station there.155 The effects of Cold War defence 
spending were such that Stuart Leslie has described the US Military as “the biggest angel of them all” in 
relation to the development of Silicon Valley.156  

Stanford University has made many important contributions. During World War II, Professor Terman 
visited Harvard University to lead a secret government lab developing radar countermeasures. He 
returned to Stanford after the war and attracted federal funding for electronics research.157 As Dean of 
Engineering during the 1940s and 1950s, and as Provost from 1955 to 1965, Professor Terman fostered 
an enduring entrepreneurial spirit, promoting close ties between Stanford’s best science and 
engineering students and researchers, and emerging technology industries, and encouraging faculty and 
graduates to start their own companies.158  

Stanford also played a key role in the development of the klystron, an original and extremely flexible 
microwave receiver and transmitter invented by the Varian brothers in 1937. The brothers were given 
access to Stanford faculty, lab space and funding for materials in exchange for a half share in any patents 
that resulted from their work. In 1948, Varian Associates was set up to design and manufacture 
klystrons, which were in great demand during the Korean War for use in radar communications and 
electronic countermeasures.159 In 1951, Varian Associates built a research and development lab on the 

                                                           
151  NPR (2012); Saxenian (1994), p. 20; Kenney (2000). 
152  Kenney (2000). 
153  Sturgeon (2000), p. 19. 
154  Sturgeon (2000), p. 21. 
155  Saxenian (1994), p. 24. 
156  Leslie (2000), pp. 48-49. 
157  NPR (2012). 
158  Saxenian (1994), pp. 22-24. 
159  Leslie (2000), pp. 52-54.  
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edge of the Stanford campus which would become Stanford Industrial Park, later Stanford Research 
Park. Early tenants included Hewlett Packard, General Electric, and Lockheed.160  

In early 1956, William Shockley established a semiconductor lab in nearby Mountain View to work on 
improving silicon-based transistors. Shockley’s brilliant reputation - he won the 1956 Nobel Prize - 
attracted talented engineers and scientists, but he was difficult to work with. In September 1957, eight 
of Shockley’s recruits left and formed Fairchild Semiconductor, with the help of New York Investment 
banker, Arthur Rock.161 

Texas Instruments filed a patent for the first general-purpose integrated circuit board in 1959. Soon 
after, patents filed by Fairchild Semiconductor resulted in the first commercially successful integrated 
circuit. The “silicon chip” became the industry standard. That same year, Draper, Gaither and Anderson, 
the first venture capital firm on the West Coast, was established in Palo Alto to facilitate investment in 
small technology companies.162  

In 1968, Fairchild Semiconductor founders Robert Noyce and Gordon Moore launched Intel, which 
created the world’s first commercially available microprocessor (“a computer on a chip”) and became 
the leading semiconductor chip maker.163  

By the time of the first reported use of the term in 1971, Silicon Valley had benefited from access to 
world class universities and research centres with close links to industry; a well-established technology 
park; government support for experimentation (including through sustained military expenditure and 
educational funding); entrepreneurial corporate and academic cultures; and a new model for funding 
innovative businesses through venture capital.  

The contribution of people flows 

Internal “sun belt” migration contributed to the Bay Area’s development from World War II onwards.164 
External immigration received a boost in the mid-1960s when the Immigration Act of 1965 replaced 
small national quotas with entry based on the possession of scarce skills, and on family ties to existing 
citizens or permanent residents. The 1965 Act dramatically increased the number and diversity of 
immigrants entering the United States and created substantial opportunities for highly-educated 
professionals and foreign-born engineers, the great majority of whom were Asian. Many of these new 
residents settled in California, and by 1990 a quarter of the engineers and scientists in the technology 
industries there were foreign born.165 

  

                                                           
160  NPR (2012). 
161  Saxenian (1994), p. 25. 
162  NPR (2012). 
163  Saxenian (1994), p. 26. 
164  Frey (2009). 
165  Saxenian (1999), p. 10. 
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The continuing growth of high tech industries in Silicon Valley led to major shortages of engineering and 
technical skills, which were partly addressed through immigration. The 1990 Immigration and 
Nationality Act 1990 almost tripled the number of visas issued on the basis of occupational skills.166  

By 1999, immigrants comprised a third of the scientific and engineering workforce in Silicon Valley, and 
a quarter of chief executives of technology firms were from India or China.167 

Because their superior education was only partly reflected in their occupational status, many Indian and 
Chinese graduates believed their professional advancement in Silicon Valley was constrained by a “glass 
ceiling.”168 This perception led to migrants starting their own companies at an accelerating rate in the 
1990s.169 Migrants also responded to a sense of exclusion from existing professional and social networks 
by starting their own immigrant networks and professional and technical associations.170 These 
organisations supported highly educated professionals in dynamic and technically sophisticated 
industries by providing reliable nuts and bolts information (business planning, legal and financial 
assistance); role models, mentoring and resources; job search advice; and access to potential customers, 
trusted business partners, seed capital, angel investors and later board members, along with good food, 
advice and “war stories.” 171 

Saxenian argues that changing communication and transportation technology, particularly since the 
1990s, has democratised access to international growth, enabling a two way flow of capital, skills and 
information and mutually beneficial connections between immigration, technology transfer and trade.172  

Increasing brain circulation created a “vibrant two way bridge” connecting technology communities in 
Silicon Valley with others in Israel, Taiwan, China and India. But returning entrepreneurs faced 
numerous, often daunting, challenges.173 Governments played important roles through investing in 
education, research and infrastructure, and multinational firms acted as role models, competitors and 
partners, sometimes with guidance from returnees. Overall, Saxenian views successful return 
entrepreneurship as “a process of collaborative institution-building that takes both local knowledge and 
understanding of global technology markets and networks”.174 As with Israel, people flows made 
important contributions to the development of Silicon Valley, alongside a range of other factors. 

  

                                                           
166  Saxenian (1999), p. 10. 
167  Saxenian (1999), pp. iii-iv. 
168  Saxenian (1999), pp. 17-19 found no statistically significant earnings differences based on race. She suggests that under-representation 

in management positions could be due to migrants self-selecting towards technical occupations, along with language difficulties and 
under-developed cultural capital. 

169  Saxenian (1999), p. 5. 
170  Saxenian (1999), p. 27. 
171  Saxenian (1999), pp. 32, 35, 39, 41 and 47. 
172  Saxenian (1999), p. 54. 
173  Saxenian (1999), p. 53. Saxenian (2006), summarised at pp. 325-26, documents extensive difficulties with financial, regulatory and legal 

institutions, capital markets, management models, politics, demographics, and foreign relations. In the case of India, there were often 
more fundamental issues, such as chronic infrastructure problems, including with power and water. Because of large differences in 
standards of living between the US and India, Indian entrepreneurs tended to circulate rather than relocate (ibid, pp. 63, 66).   

174  Saxenian (2006), p. 335. 
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4.4 What lessons can New Zealand draw from the experiences of Israel and Silicon Valley? 

Technology hubs in Israel and Silicon Valley both developed over extended time frames, and involved 
sustained investment and an intersection of supporting circumstances. But despite the importance of 
these extensive preconditions, New Zealand can learn from the roles played by people flows in their 
continued development. 

First, the calibre of migrants, and the fit between their skills and the environment they enter, is critically 
important. The migrants with the greatest impact were highly qualified engineers and scientists, often 
with doctorates. Note that while most migrants to Silicon Valley entered on H1-B visas linked to specific 
jobs, very few of the engineers from the former Soviet Union entering Israel had job offers. Their success 
relative to other migrant groups was due to the match between their skills and the needs of the Israeli 
economy.  

Second, specific factors such as motivation, engagement, values and willingness to integrate are crucial. 
When faced with apparent labour market discrimination, Asian migrants in Silicon Valley started working 
for themselves and supporting each other through networks. When considering economic potential, 
migrants who are willing and able to adapt to their changed circumstances are likely to have greater 
impact. 

Finally, circular and return migration can transform sending countries, but it can take time for diaspora 
to develop the necessary skills, networks and connections, knowledge and deep experience and 
understanding of other countries that makes a difference.175 Returning and circulating diaspora from 
Taiwan, Israel, China and India began to have a large impact on their home country economies two to 
three decades after large scale emigration began. 

The success of both Israel and Silicon Valley demonstrate that serendipity can be engineered with the 
right preconditions. Both Israel and Silicon Valley demonstrate that when “something is starting to come 
together,” the government can play a role in catalysing further change. In the case of Israel, seeding a 
domestic venture capital industry made sense when there was a large pool of highly skilled engineers 
and scientists who wanted to start technology businesses, but could not get access to capital. In the case 
of Silicon Valley, opening up immigration at a time when the technology sector was expanding rapidly 
and technical skills were in short supply greatly expanded business opportunities. 

That said, there are unproductive agglomerations, and numerous attempts to replicate Silicon Valley 
have been unsuccessful.176 It is also important to bear in mind that a high rate of early stage 
entrepreneurial activity does not necessarily lead to high impact outcomes. In fact, the World Economic 
Forum states that “on average, economies in which more entrepreneurs choose to be entrepreneurial 
for their employers, rather than create standalone entrepreneurial enterprises, tend to be more 
competitive and wealthier.”177  

  

                                                           
175  Kuznetsov (2013a), p. 12. 
176  Saxenian (1995), p. 1. 
177  World Economic Forum (2015), p. 7. Immigration can also support within-firm innovation. 
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Despite these caveats, the potential upsides from transformational migrants have motivated increasing 
interest in attracting them, and new research seeking to document empirically whether highly skilled 
migrants have greater than average impacts.178 This newer research contrasts with the work discussed 
earlier in section 3.3, which primarily focused on the impacts of migrants overall. While average effects 
are modest, it is possible that certain groups of migrants have greater impact. 

A new working paper by Czaika and Parsons (2015) provides an excellent summary of recent research 
explaining the desirability of high-skilled workers.179  To summarise, raising the human capital stock 
through immigration raises overall productivity and growth in receiving countries, although the effects 
are small.180  Increasingly diverse migrants agglomerating in recipient countries181 raise growth.182  STEM 
workers (scientists, technology professionals, engineers and mathematicians) are the main drivers of 
productivity growth in the United States and immigrant STEM workers have had a significant positive 
impact on US Total Factor Productivity. 183 Increased immigration of high skilled graduates has led to 
increased innovation in the US (measured by patenting) and has led to substantial positive spillover 
benefits for natives.184 High skilled migrants typically integrate into host economies faster.185 They are 
also better received by native populations and this applies to both low and high skilled native 
residents.186  

  

                                                           
178  Note that despite these results, focusing solely on potentially transformational migrants would not be optimal for a number of reasons. 

First, as CGE modelling by Nana et. al. (2009) and others demonstrates, production requires a mix of skills. Second, although survey 
evidence indicates that natives consistently say they prefer high skilled migrants over low skilled migrants, this is from EU countries where 
open borders prevent limits on low skilled workers. It is likely that an excessive focusing on people likely to end up at or near the top of 
the income distribution would increase tensions between migrants and existing residents. 

179  Czaika and Parsons (2015), pp. 5-6. 
180  Using OECD data from 22 countries, Boubtane et. al. (2014), pp. 17-18, estimate that in most countries, increasing immigration of foreign 

workers by one percentage point  raises productivity by between one tenth and six tenths of a percentage point per year. 
181  See Ozden and Parsons (2015) and Czaika and de Haas (2014) for discussions of this phenomenon. 
182  Alesina et. al. (2013). 
183  Peri et. al. (forthcoming). As Hunt and Gauthier-Loiselle (2010), p.32 note, "Scientific and engineering knowledge transfers easily across 

countries, since it does not rely on institutional or cultural knowledge, is not associated with occupations with strict licensing requirements 
like medicine, and does not require the sophisticated language skills of a field like law." 

184  As Hunt and Gauthier-Loiselle (2010). 
185  Czaika and Parsons (2015), p. 5.  
186  For example, YouGov polling in the United Kingdom in January 2015 found 55 percent of Sun readers who supported the anti-immigration 

United Kingdom Independence Party were in favour of maintaining or raising numbers of highly skilled workers. See 
https://d25d2506sfb94s.cloudfront.net/cumulus_uploads/document/9n3rbm3yf2/YG-Archive-150122-TheSun-Immigration.pdf, 
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4.5 Bringing in migrants most likely to transform economic outcomes 

Competition for the most valuable migrants is increasing internationally. Although on average migrants 
have a small impact on productivity, case studies like those outlined above demonstrate that in certain 
circumstances, exceptional migrants (sometimes also referred to as the “best and brightest”, “highly-
skilled”, ”high value” or “high impact” migrants) can help transform particular industries, create jobs, 
and expand exports.187  Together with the evidence outlined above, and the possibility of longer term 
overall gains from immigration discussed in section 3.3, this evidence is contributing to increased 
interest internationally in policies designed to attract and retain migrants with the skills and 
entrepreneurial ability to make a greater than average impact. 

While there is a generic component to migrant value – those who are more highly skilled and 
entrepreneurial are more likely to contribute to improved economic performance – there is also a 
specific component: migrants who are complementary to existing labour and capital and other country-
specific endowments are more effective in a given country at a given point in time.188 

There is value in replacing departing New Zealanders with skilled immigrants who fit in and become 
Kiwis. But large scale transformation comes through difference and diversity. If improving economic 
performance is the goal, rather than just seeking above average migrants to fill existing skill shortages, 
New Zealand should do more to bring in specific kinds of the very best and brightest people – those 
whose talents and interests interact with New Zealand’s current economic, social and cultural 
endowments in a way that enables them to create growth through innovation.189  These notions of 
cultural fit and willingness to challenge the status quo are consistent with the goals of the Treasury’s 
Living Standards Framework, which seeks to design and evaluate policy on wider than economic 
grounds. 190  

What constitutes a “high value” migrant depends on the priorities and individual circumstances of 
individual countries. As discussed in section 2.5, certain structural features of New Zealand’s economy 
such as a labour market where many people are employed in lower-skilled, lower-wage and lower-
productivity industries, and there are low earnings advantages for people with tertiary qualifications, 
may affect the extent to which increasing numbers of high value and high impact migrants can increase 
New Zealand’s economic performance. Nonetheless, these factors should not prevent New Zealand 
policymakers from designing and administering people flows policies in order to maximise their 
potential contribution to economic performance within a living standards framework.  

                                                           
187  The re-emergence of long-standing macroeconomic concerns that in some circumstances, the broader economy can suffer as investment 

to support a growing population can crowd out productive investment and capital deepening also highlights the need to focus on migrant 
quality rather than quantity. For an early discussion of this idea, see Belshaw (1952). For more recent analysis, see Betts (2014), Fry 
(2014), Reddell (2013a), Reddell (2013b) and Reddell (2013c). 

188  While the focus of this paper is on proposals to improve the contribution of skilled migrants, flows of semi-skilled labour seeking access to 
temporary employment in agricultural enterprises can also help transform particular primary industries. The impact of the Recognised 
Seasonal Employer Scheme on productivity in the New Zealand horticulture industry is a case in point.   

189  Note that by definition, “disruptive” migrants have greater potential to rock the boat, which could generate tension as well as improving 
economic outcomes.  

190  The Treasury’s Living Standards Framework is described in detail in Gleisner et. al. (2011). The Framework derives flows of material and 
non-material goods and services which enhance living standards from stocks of physical, financial, human, social, and natural capital. 
Interrelationships among stocks and flows, current and future needs and distributional issues are used to highlight tradeoffs and generate 
debate about priorities. 
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The Ministry of Business, Innovation and Employment notes that at present, many migrants (irrespective 
of their visa entry categories) are employed or running businesses in low wage and low productivity 
industries in New Zealand. This could blunt incentives on firms and foster a low skilled equilibrium. At 
the same time, there are persistent skill shortages in New Zealand’s most innovative industries.191 These 
factors reflect the realities of supply and demand and New Zealand’s existing industrial structure, but 
they also highlight potential opportunities for improvement. 

By definition, the migrants who are most in demand internationally have the most choices about where 
to live. However, in the current international environment, those choices are highly constrained. There 
is considerable excess demand for skilled migrant entry into the United States and the United Kingdom. 
In this situation, even though New Zealand is often not the first choice for migrants, it may still be an 
attractive alternative. But New Zealand could do much more than market itself as a second best 
alternative with a great lifestyle.  

New Zealand’s “clean, green” brand, physical beauty, recreational opportunities, and liberal and 
welcoming attitudes are attractive when considered relative to other countries migrants may be 
evaluating, but there is more that New Zealand can offer high value migrants. Attraction strategies 
should focus on communicating these other benefits as well: for example, New Zealand has world class 
institutions; and is a great place to do business.  

One option is for New Zealand to position itself as a base for the kind of global citizens who could live 
anywhere, but who are highly motivated by the desire to solve problems and make an impact, 
consistent with the late Sir Paul Callaghan’s vision of New Zealand as a place “where talent wants to 
live.”192 Much of the world looks up to New Zealand as a source of new ideas in areas as diverse as pest 
control, economic policy, and high technology (including smart drive washing machines, electric fences, 
jet boats and America's Cup yachts). New Zealand is an easy place to start a business, with small, tight 
networks, and opportunities to get very close to market challenges and problems. Together, these 
factors create opportunities to solve problems in New Zealand first, create value, and then take 
solutions to the world: a combination that is highly appealing to engaged “global citizens.” Similarly, Rod 
Drury has suggested New Zealand rebrand itself and aim to become the world’s “Digital-First” nation.193  

The exact details of what “more than lifestyle” comprises matter less than the approach: the important 
point is to communicate New Zealand’s growing potential, and to compete on the basis of value, rather 
than highlighting “sweeteners” such as easy access to citizenship and public services and parental 
residence rights, as compensation for perceived limitations in career opportunities.194 

                                                           
191  Email interview with Michelle Schulz, 30 April 2015. 
192  See http://talentnz.org.  
193  The New Zealand Herald (2015). 
194  There is a sense in which focusing on “sweeteners” is a rational strategy: New Zealand is geographically isolated; economic opportunities 

are greater in competitor countries such as Australia, Canada, the United States and the United Kingdom; and these are attractive 
features of the “Kiwi package”. Changing the emphasis of marketing and attraction strategies will not change these realities, but together 
with simpler, more accessible entry routes, they have the potential to increase the number and range of people prepared to consider New 
Zealand as a migration destination.  
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New Zealand could also do more to build on existing networks and actively target potentially high 
impact skilled migrants, including those who are unable to access their first choice country options. It 
would help if future marketing focused more on New Zealand’s emerging technology sector and work 
opportunities rather than emphasising sheep, hobbits and natural beauty. The Ministry of Business, 
Innovation and Employment is starting to explore ways of doing this beyond traditional job fairs – for 
example, they recently partnered with Grow Wellington and NZTech to showcase New Zealand’s 
technology industry at the South by South West Job Market and Trade show (SXSW).195 Increased 
experimentation in this area, including by agencies with a wider remit than immigration policy, coupled 
with evaluation to determine effectiveness, is warranted. 

4.6 Challenges for policy design and administration 

It is much easier to describe the kinds of migrants who have the highest potential value and are likely to 
have the greatest impact on economic performance than it is to identify ahead of time the particular 
people who will add value in a given country, and to design effective criteria for selecting them. Factors 
that are theoretically informative can be challenging to measure in a way that establishes comparability 
among migrants. Recognising foreign qualifications can be difficult and resource-intensive, and foreign 
education and experience are often discounted in the labour market.196 Meaningfully comparing 
previous earnings requires both currency conversions, and taking account of differences in pay 
distributions and GDP per capita in different countries.197 

Designing policy to facilitate entry for high value and high impact migrants is challenging. Measurement 
issues aside, even the most well-designed human capital criteria (which typically include factors such as 
education, work experience, prior work experience and/or education in the host country, age, language 
fluency, and human capital of the primary applicant’s spouse or partner) explain a relatively small 
amount of the variation in individual immigrants’ lifetime earnings.198 As chapter 6 explains, predicting 
the future impact of investors and entrepreneurs is even more challenging.  

While emphasising individual job offers improves settlement and economic outcomes in points-based 
systems, a focus on job offers does not effectively target entrepreneurial migrants with big ideas. The 
large potential benefits from high value entrepreneurial migrants justify ongoing policy 
experimentation, expense, and risk in order to identify the best way to find them. Attracting and 
bringing in high impact entrepreneurial migrants may involve trading off an element of safety in order to 
obtain a highly valuable benefit.  Current policy settings and administrative practices are very conscious 
of reducing downside risk, but they are less effective when it comes to identifying and attracting 
potentially transformational migrants. While risk management is important, these challenges suggest a 
more experimental and increasingly data-driven approach to both skilled migrant and entrepreneur 
policies is needed.  

                                                           
195  See www.nztech.org.nz/Story?Action=View&Story_id=284. 
196  OECD (2007). 
197  See Cerna (2011), p. 5. 
198  Migration Advisory Committee (2009), p. 83. 
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Worldwide excess demand for residence in developed countries creates challenges for policy 
administration, often resulting in excessive delays in decision-making. Turnaround times for new entry 
schemes can be shorter, but tend to increase over time as word gets out. Often the number of desirable 
applicants increases much more slowly than overall applications. This increases processing times, 
making quick turnaround for suitable applicants harder to achieve. Simplifying criteria to speed up 
processing times can make it harder to differentiate between desirable and undesirable candidates.199 
One way around this problem is to design two-stage processes where applicants first express interest, 
and then are invited to apply if it appears they meet the relevant criteria.200   

New Zealand faces an additional challenge, in that people are generally attracted to New Zealand for 
lifestyle reasons, rather than to take advantage of economic opportunities.201 The most economically-
driven migrants tend to look to the United States, the United Kingdom, Canada or Australia first. 
However, New Zealand does have more control over flows than some of our competitors, since 
geographic isolation and our level of relative economic performance presently make illegal immigration 
less of a problem.202  

A key empirical question is the extent to which changing policy design and administration brings in more 
high impact and high value people. Policy design and administration are only part of the story: both 
reality (New Zealand’s specific characteristics) and how New Zealand is perceived also matter 

Chapters  5 and 6 look at best practice approaches to attracting and selecting the most valuable 
migrants through the two main entry routes used internationally: skilled migrants, who are typically 
selected on the basis of their human capital and/or a job offer, and business migrants, who are selected 
on the basis of their expected ability to invest, or to start up or take over a business. 

  

                                                           
199  See the discussions of the United Kingdom’s experiences with the Highly Skilled Migrant Programme (in Box 1) and the Tier 1 

Entrepreneur Visa (in Box 8). 
200  New Zealand pioneered this approach, and does this for both Skilled Migrant and Entrepreneur categories. For a discussion of how this 

approach has been adopted by other countries, see Bedford and Spoonley (2014). 
201  For example, see Kea (2013) in relation to the New Zealand diaspora, and Ministry of Business, Innovation and Employment (2014d) in 

relation to business migrants. 
202  For example, the United States experiences high levels of illegal migration via its border with Mexico, and the United Kingdom 

experiences legal free movement of people to and from 27 European countries. 
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5. Skilled migrant policy  

5.1 Overview 

New Zealand has several potential entry routes for skilled migrants. Close to half of skilled residence 
approvals in 2013/14 - 20,266 people - came through the Skilled Migrant Category. Steadily increasing 
temporary flows are the largest potential source of skills: that same year, 155,794 people entered New 
Zealand on temporary work visas. 

Although New Zealand’s Skilled Migrant Category is often viewed as world leading, there are elements 
of current policy design and administration that make it harder for New Zealand to compete globally for 
the most high value migrants. Many potential migrants view the process as overly complicated, with 
processing times that are both uncertain and too long.  It is unattractive to the highest value migrants, 
who overseas evidence shows respond well to fast-tracked simple, certain, speedy processing routes 
(such as the UK’s Highly Skilled Migrant Programme), even if they are more costly to applicants. Skilled 
people over the age of 55 who could contribute to New Zealand currently require ministerial approval to 
enter under the Skilled Migrant Category.  

In addition, because qualification thresholds are set too low for the Study to Work Visa, and because 
ANZSCO codes qualify some jobs that are not very skilled as skilled, residence is increasingly being 
granted to people employed in lower-wage, less-skilled jobs than policy intends, such as Café or 
Restaurant Managers and Retail Managers. Temporary routes are granting work rights to increasing 
numbers of people, particularly Working Holidaymakers, with little attention to the potential economic 
value they can provide. 

While these issues suggest there would be value in changing policy settings and administrative practices, 
the extent to which doing so would lead to more highly skilled migrants is unclear. The experience of 
other countries, including Australia and Canada, which are experimenting with making migration simpler 
and faster, particularly for high value migrants, will provide some insights. 

This chapter looks at possible entry routes for skilled migrants (section 5.2) before assessing New 
Zealand’s Skilled Migrant Category (section 5.3). Sections 5.4 and 5.5 discuss ways of making both 
permanent and temporary and immigration easier for high value and high impact skilled migrants. 
Section 5.6 focuses  on improving the calibre of skilled migrants and improving the responsiveness of 
migration policy to skill shortages; while section 5.7 explores ways of making it harder for economic 
migrants who are unlikely to contribute to improved economic performance to gain residence. Section 
5.8 briefly discusses whether New Zealand should consider granting residence to some low-to-
moderately skilled temporary workers who have effectively settled in New Zealand.  Section 5.9 
summarises how skilled migration policy in New Zealand can be improved, and section 5.10 provides a 
summary list of policy recommendations. 
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5.2 Possible entry routes for skilled migrants 

Several different policies enable migrants to enter New Zealand and work legally. Almost half of all New 
Zealand residence approvals in 2013/14 were for people entering through the Skilled Migrant Category, 
a points-based system designed to select migrants with the skills, qualifications and work experience 
that New Zealand needs.203 These approvals were split almost evenly between principal applicants 
(10,312), and accompanying family members (9,954). 204  

As a source of skills, permanent residence approvals are dwarfed by steadily increasing temporary flows 
(see Figure 4).  

Figure 4: Temporary work flows by entry category 

 

Source: Ministry of Business, Innovation and Employment (2014b), Table 4.1, p. 23. 

In 2013/14, 155,794 people held New Zealand temporary work visas. Of these, 26,502 held Essential 
Skills visas and 11,840 held Study to Work visas, both of which (at least notionally) select people on the 
basis of skills.205 People gaining entry under other temporary work visa categories may well be skilled, 

                                                           
203  Ministry of Business, Innovation and Employment (2014a), p. 6. 
204  Ministry of Business, Innovation and Employment (2014a), pp. 6-7, and author’s calculations. While accompanying family members are 

not selected on the basis of skills, many have similar skill levels to primary applicants. 
205  Ministry of Business, Innovation and Employment (2014b), Table 4.1, p. 23. 
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but they are not selected on that basis. In particular, although they are not selected on the basis of skills, 
the number of Working Holiday Scheme visa approvals is large (54,647 people in 2013/14) and rising 
quickly over time. 206  

While both temporary and residence-based skilled migrant policies are well-established with solid 
theoretical and practical underpinnings, there are a number of changes that would improve their 
contribution to economic performance.  

5.3 New Zealand’s Skilled Migrant Category  

New Zealand’s Skilled Migrant Category has been widely regarded as a world leader, but the majority of 
migrants who enter under it have above average skill levels and settle well: they are not potentially 
transformational “superstars.” This is a function of both the scheme itself, and underlying reality: the 
same factors that lead New Zealanders to emigrate in large numbers reduce the potential pool of highly 
skilled migrant applicants. 

The extent to which changing policy settings will lead to more highly skilled migrants is an open 
question.207 Other countries, including Australia and Canada, are experimenting with making migration 
simpler and faster, particularly for high value migrants, and what happens as a result of these changes 
will provide some insights.208 There is also scope to explore more sophisticated and targeted attraction 
strategies, particularly based around New Zealand’s appeal as a destination that offers lifestyle plus 
other factors. However, ultimately, making New Zealand a more attractive place to live is the key to 
attracting more high-quality migrants and retaining more high-quality existing residents.  

Currently, Skilled Migrant Category applicants must be aged 55 or under and meet health, character, 
and English language requirements. 209  Those who meet these criteria and can claim at least 100 points 
for skills, experience, and other factors including a job or job offer in New Zealand, can submit an 
Expression of Interest to a pool. Applicants claiming more than 140 points are evaluated, and invited to 
apply if the information they have provided is deemed credible. Applicants with fewer points who have 
skilled employment in New Zealand, or who have skills in shortage areas or other factors, may also be 
invited to apply. At this point, claims made earlier need to be substantiated via documentation. The 

                                                           
206  See http://www.dol.govt.nz/publications/research/migration-trends-1314/index.asp (Downloads, Temporary Visa Holders, Tables 29 and 

30.) For further discussion, see sections 5.5 and 5.6. 
207  As Papademetriou and Sumption (2013), p.7, note, “Talented immigrants do not move because of immigration policies, and well-designed 

policies alone cannot make a country inherently attractive.  Nonetheless, the “immigration package” that a country makes available to 
prospective residents affects their ability to take advantage of opportunities in the host country – and badly designed policies may 
significantly detract from that country’s attractiveness if they undermine these opportunities.”  

208  The United Kingdom’s former Highly Skilled Migrant Programme (discussed in Box 1) succeeded in increasing the calibre of migrants by 
making entry quicker and easier for highly skilled people. However, the UK is a more sought after migrant destination than New Zealand, 
and there was significant “pent-up demand” due to the prior absence of skilled entry routes for people without job offers. 

209  The only way for someone over the age of 55 to be granted residence is as an exception to instructions (since all residence applicants 
must meet immigration instructions).  The ability to make decisions as exceptions to instructions for residence decisions is currently 
delegated to the Associate Minister of Immigration and since the Immigration Act 2009, to certain Designated Decision Makers (who are 
all experienced senior managers in INZ).  

 All requests for exceptions are considered on their merits and the benefits and costs and any compelling circumstances are weighed up.  
Decisions are not intended to set precedents, since this would essentially mean establishing de facto policy.  Costs considered include 
likely fiscal costs (for example, given New Zealand’s universal healthcare and superannuation.  

 In practice, where the benefit to NZ is clear (such as senior medical professionals who have been recruited by provincial hospitals which 
have had long standing vacancies) such requests are quite likely to receive a favourable response, but the threshold is reasonably high.  
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Ministry of Business, Innovation and Employment also assesses the ability of applicants to settle 
successfully and contribute to New Zealand, which may be determined based on the application, or 
through an interview.210 

Skilled migration policy is evolving quickly internationally, and there are a number of areas where there 
is scope for policy improvement in New Zealand. This section discusses three main issues for residence 
policy in seeking to enhance New Zealand’s economic performance: targeting a higher calibre of skilled 
migrants with the potential to apply for residence; improving the extent to which new residents address 
genuine skill shortages, and reducing the extent to which residence is granted on economic grounds to 
primary applicants who make minimal economic contribution. There would also be value in making it 
easier for high value migrants who would like to contribute to New Zealand on a temporary basis to 
identify entry options.  

5.4 Making immigration easier for high value skilled migrants  

An important factor in targeting more high value skilled migrants is making it quicker and easier for 
them to enter New Zealand, and, if they wish, to gain residence. The Ministry of Business, Innovation 
and Employment acknowledges that many potential migrants find the Skilled Migrant Category 
complicated and complain that application process takes too long. Combined with uncertainty over 
outcomes and processing times (which can take up to a year), this makes it harder for New Zealand to 
compete for talent globally.211  

The Ministry of Business, Innovation and Employment is aware of these issues and is presently doing 
more strategic work in this area. There are a number of ways that policy could be simplified and that 
processing could be sped up. For example, simplifying the points criteria would enable faster decisions 
by reducing the amount of verification required, and could also increase clarity and certainty.212  

Another option would be for New Zealand to explore the potential for a designated, fast-track 
processing system for the very best migrants, along the lines of the United Kingdom’s former Highly 
Skilled Migrant Programme. The Highly Skilled Migrant Programme provided priority processing for very 
highly skilled migrants who wanted to enter the United Kingdom to search for work or start a business.  

  

                                                           
210  See www.immigration.govt.nz/migrant/stream/work/skilledmigrant/overview. Where the Ministry of Business, Innovation and Employment 

is uncertain but thinks candidates have potential, they can issue a nine month job search visa. Applicants who demonstrate their ability to 
settle and contribute through obtaining skilled employment are granted residence. 

211  In the past, New Zealand’s processing times have been globally competitive because processing times in other jurisdictions have been 
worse (for example, prior to the introduction of Express Entry, processing times for some Canadian skilled migrant categories were 5-10 
years). If processing times in Australia and Canada improve (the goal of recent and forthcoming policy changes in both countries) 
equivalent improvements in New Zealand will be desirable.   

212  Ministry of Business, Innovation and Employment (2013b). 
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Box 1: The United Kingdom Highly Skilled Migrant Programme  

The United Kingdom’s Highly Skilled Migrant Programme (HSMP) was originally introduced in 2002. It was 
designed to allow highly skilled people to migrate to the United Kingdom to look for work or self-employment 
opportunities. Around 25,000 people entered the United Kingdom on the Highly Skilled Migrant Programme. 

When the Highly Skilled Migrant Programme was introduced, the United Kingdom did not have a points-
based system for skilled migrants. Skilled non-European Union nationals were able to obtain visas (“work 
permits”) to work in their field of expertise only if they were able to demonstrate suitability for a role, and 
that there was no-one in the United Kingdom who could do the job. 

In that context, the Highly Skilled Migrant Programme was quite a radical departure. Unlike the work permit 
scheme, applicants did not need a specific job offer to apply. Nor did applicants need a detailed business 
plan, or to create jobs, or to invest in the United Kingdom, as other business routes required. 

Given the flexibility the scheme allowed, in its original form, the programme was designed to target highly 
skilled migrants who were leaders in their chosen fields. Points were given for exceptional achievement of 
both the lead applicant and their spouse or partner. Evidence of potential contribution to the United 
Kingdom could be demonstrated by: 

1. The calibre of an applicant’s qualifications. Both the class of degree and the quality of the institution 
awarding it were considered. The highest number of points was granted for a PhD, and later, for MBA 
graduates from one of 50 designated top business schools (this change reflected concerns about poor 
management skills in the United Kingdom). 

2. Peer-based acknowledgment of achievement (for example, a research scientist would need a 
recommendation from the Royal Society). This was based on the approach used in the United States 
Aliens with Extraordinary Ability and Exceptional Ability visas (see Box 2 for more detail on these). 

3. Geographically banded prior income, with a high standard of proof required to demonstrate that income 
had been earned rather than inherited or acquired through other means.  

This aspect of the scheme was designed to reassure Ministers and the general public that immigration 
control would still be maintained, and that flows would be in the United Kingdom’s national interest. 

Following its transfer from the Home Office (which was notorious for long processing delays) to the then 
Department for Education and Employment, Work Permits UK set an ambitious target of processing 90 
percent of complete HSMP applications within a week. Until demand increased substantially following 
criteria changes, Work Permits UK processed 90 percent of completed applications in a day. Fast-track 
processing was funded by an application fee based on full cost recovery. Extensive caseworker training 
supported by detailed guidance and management oversight enabled confidence in the quality of decisions. 

Over time, the programme’s criteria were changed and it evolved into more of a mainstream points-based 
immigration scheme with a lower threshold for entry. As applications increased, processing times increased. 
HSMP was replaced by an explicit point-based scheme, the Tier 1 (General) scheme, in 2008. 

Sources: Cerna (2011); Interview with Jitinder Kohli, 19 February 2014; Migration Advisory Committee (2009); 
http://webarchive.nationalarchives.gov.uk/20100503160445/http:/www.ukba.homeoffice.gov.uk/workingintheuk/tier1/hsmp/ 
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The combination of fast-track processing, effective targeting based on externally-verifiable potential 
contribution, and flexible options upon entry (rather than specifying a job or business plan upfront) 
proved highly attractive to very highly skilled applicants in the United Kingdom. It would be worth 
looking into the potential for using these options in New Zealand. It would also be worth looking at how 
the United States establishes and verifies the very highest levels of potential contribution (see Box 2).213 

Box 2: The United States Aliens with Extraordinary Ability (EB-1) and Exceptional Ability (EB-2) Visas 

The EB-1 is a preference category for United States employment-based permanent residency. It is intended 
for priority workers. Priority workers are people who either have extraordinary abilities, or are outstanding 
professors or researchers. The category is also used for some executives and managers of foreign companies 
who are transferred to the United States.  

EB-1 visas are designed for the small percentage of people who are at the very top of their respective field. 
They are foreign nationals with extraordinary ability in the sciences, arts, education, business, or athletics 
which has been demonstrated by sustained national or international acclaim and whose achievements have 
been recognized in the field through extensive documentation. 

Outstanding professors and researchers must be recognized internationally for their outstanding academic 
achievements. They must also have at least three years' experience in teaching or research in that academic 
field, and enter the United States in a tenure or tenure track teaching or comparable research position at a 
university or other institution of higher education.  

EB-1 recipients do not need to have labour certification (which demonstrates that a native worker will not be 
negatively impacted) or employer sponsorship, and can remain permanently in the United States. 

Some examples of people who qualify under this category are Nobel Prize winners, medical researchers, 
professors of engineering, and executives and high-level managers responsible for directing a company or an 
important department or component of the company. 

A lower threshold applies to recipients of the EB-2 visa, who, because of their exceptional ability in the 
sciences, arts, or business, will substantially benefit the national economy, cultural, or educational interests 
or welfare of the United States. The standard is “significantly above that normally found within the field.”   

EB-2 applicants need to demonstrate that the beneficiary's presence in the United States would be in the 
national interest. They must document relevant qualifications, at least 10 years of full-time experience in 
their occupation, professional licensing, evidence of high salary, membership of professional associations, 
and evidence of recognition for achievements and significant contributions to the industry or field by 
provided by peers, government entities, professional or business organizations. EB-2 applicants also need 
labour certification, a job offer, and employer support. 

By law, there are annual limits on the number of foreign nationals who can become United States permanent 
residents. The quota is controlled by the use of visa numbers, and there are per-country limits that cap the 
percentage of visas which can be given to individuals from each country annually. This leads to a substantial 
backlog of applications from India and China. 

Sources: http://www.uscis.gov/working-united-states/permanent-workers/employment-based-immigration-first-
preference-eb-1; and http://www.uscis.gov/working-united-states/permanent-workers/employment-based-
immigration-second-preference-eb-2, both retrieved 18 March, 2015. 

                                                           
213  Some aspects of targeting used for New Zealand’s Specific Purpose or Event Visas are similar to those used for EB-1 and EB-2 visas. 
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Like many countries, New Zealand has moved away from a supply-based “human capital” model of 
screening to a hybrid “supply and demand” based model which places heavy emphasis on job offers.214 
While this has improved overall migrant labour market outcomes, it limits entry options for very highly 
skilled people who do not have a job or a job offer.215 

Given that New Zealand already has a points-based system for skilled migrants, creating a separate new 
programme targeted at top tier migrants may not be the best way forward. For example, it may make 
sense to explore options for amending the existing Skilled Migrant Category to allow for separate cost 
recovery-based fast-track processing, or to consider increasing the threshold requirements for Silver 
Fern visas, and expanding the numbers available, or to explore amending the scope and scale of Talent 
Visas.  

Finally, while the upper age limit of 55 clearly limits some of the fiscal risk associated with older skilled 
migrants, there are ways of achieving this objective which do not unnecessarily restrict access for people 
who still have a lot to contribute.  

5.5 Temporary migration policies for highly skilled people 

In addition to introducing more streamlined permanent entry policies, particularly for the best migrants, 
there would be value in making changes to the design and administration of temporary policies to 
facilitate improved economic outcomes. 216 

Temporary entry routes tend to receive less attention than residence routes, because, by definition, the 
people who enter via them do not have the right to stay permanently. But there are several reasons for 
taking a more strategic approach to temporary flows. 

The distinction between temporary and permanent flows is increasingly outdated given the extent of 
circular and return migration, and conversion rates. Over the past several years, more than 80 percent 
of people granted permanent residence entered New Zealand as temporary migrants.217 

                                                           
214  Papademetriou and Sumption (2011). 
215   Although there are options that enable people to come to New Zealand without a job or a job offer, these are not designed to facilitate 

simple, speedy entry for very highly skilled people. For example Study to Work categories apply to people who studied in New Zealand, 
and Silver Fern visas are limited to fewer than 500 people per year. The threshold skill requirements for both are relatively low.  

216  While a detailed appraisal of temporary migration is outside the scope of this paper, steady increases in temporary migrant flows and the 
extent to which permanent residence is granted to former temporary migrants both suggest this is an issue that warrants attention. In 
2013/14, 82 percent of people granted residence had held temporary visas. See http://www.dol.govt.nz/publications/research/migration-
trends-1314/index.asp (Downloads, Transitions and retention, Tab 12.) 

217  See http://www.dol.govt.nz/publications/research/migration-trends-1314/index.asp (Downloads, Transitions and retention, Tab 12.) 
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Temporary work flows are much larger than permanent flows and are rising (see Figure 4), in particular 
due to large increases in Working Holiday Scheme approvals. Increasing temporary flows through 
Working Holiday Visas does not appear to be viewed as a high risk strategy for New Zealand, but they 
provide relatively low returns in terms of GDP per capita, and may lead to actual or perceived negative 
impacts on New Zealanders working in low-skilled, low-wage industries. Although this would be more 
challenging to achieve, there would be greater value in developing more generous, targeted reciprocal 
arrangements for more highly-skilled migrants with specific countries of interest (one of the hardest to 
achieve, but arguably the most valuable, would be the United States).218 

Even the most sophisticated criteria-based approach explains only a small amount of variation in 
lifetime earnings (see section 4.6). Temporary migration allows for policy to be more experimental and 
data-driven – rather than pretending that success can be predicted, temporary flows provide an 
opportunity to see how people go, and then make a decision on whether they should be offered 
permanent residence. Given New Zealand’s size and scale, there may be insufficient demand for 
specialist skills which cannot be deployed full time.219 Some of this demand will be met by New 
Zealanders who circulate, but other specialist skills could be supplied by temporary migrants.  

On the supply side, the OECD reports that when prospective migrants are surveyed, people are almost 
twice as likely to express interest in migrating for temporary work (26 percent) as they are to say they 
would like to leave permanently (14 percent).220 There is a large pool of people who are favourably 
disposed to New Zealand, who would welcome an opportunity to undertake career-related skilled work 
here, but who do not wish to relocate permanently. Some of these are highly-skilled workers who 
choose to base themselves permanently in more than one location.221 Others have a permanent base 
elsewhere, but would love to spend more time in New Zealand than their existing vacation allowances 
permit. 

Many of these people would be able to gain entry under current policy, which appears to provide 
sufficient flexibility to enable people with high value skills to contribute to New Zealand on a temporary 
basis. During the course of discussions related to this paper, it has become apparent that it is not easy 
for prospective migrants to determine this, and consequently, many potentially valuable candidates 
assume they would not be able to enter New Zealand to undertake paid temporary work.  

                                                           
218  Notwithstanding the current political climate, the United States does have some bilateral immigration agreements, such as the Dutch-

American Friendship Treaty, which allows self-employment for up to two years. www.expatlaw.nl/dutch_american_friendship_treaty.htm 
219  This point was made to Keith Taylor at Inland Revenue during discussions on student loan policy.  
220  OECD (2012), p. 29. 
221  This goes beyond simply moving from place to place sequentially, or maintaining a foot in two camps while transitioning from one location 

to another, or visiting a past home in order to renew networks and catch up with friends and family. While this is approach is easier to 
adopt for individuals and couples, families with children are also finding creative ways to move between locations, such as relocating 
during long school vacations, or home schooling. This trend is reflected in the emergence of initiatives such as the Global Lifestyle 
Project, which aims to “discover, document and share… the physical, logistical, legal, financial… psychological, anthropological and 
social aspects of being based from multiple locations across the globe.” See http://globallifestyleproject.com.  
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Current options which allow temporary entry and permit skilled work include Essential Skills visas; 
Special Purpose or Event visas; Working Holiday visas (which require the primary purpose of entry to be 
a holiday); Silver Fern job search and practical experience visas (which have very limited numbers, are 
focused on young people, and require relatively low qualifications); Post Study Work visas (which only 
apply to people who have studied in New Zealand); and Talent Visas (which focus primarily on talent in 
sport or the arts, or require employee sponsorship).  

There would be considerable value in making it easier for people with skills that New Zealand could 
benefit from to understand their entry options, including through better marketing and online “visa 
checker” facilities.222  

At the same time, the relative lack of control over temporary migration increases the risk of (actual or 
perceived) negative effects on the New Zealand labour force, particularly at the lower end. Focusing on 
more impactful and higher skilled temporary migrants leads to greater public acceptance of migration, 
and reduces the risks associated with increased tension between migrants and existing residents.223 

5.6 Improving the calibre of migrants and increasing responsiveness to genuine skill shortages 

For skilled migrants to contribute to improved economic performance, their skills need to match 
employer demand and to be used effectively. However, many Skilled Migrant Category principal 
applicants are not employed in shortage sectors. Increasingly, skilled migrants are employed in low-
earning ‘skilled’ jobs not associated with specialist training or qualifications, such as Café or Restaurant 
Managers and Retail Managers.224  

This outcome reflects several features of current policy. For example, when the demand for New 
Zealand residence is relatively low, existing policy settings grant residence to relatively low skilled 
applicants. Since New Zealand has a residence target, rather than a cap, in times of low demand, a 
person with 105 points and a skilled job will not be crowded out by higher scoring people.225 In addition, 
some jobs that are not very skilled qualify as skilled under current policy settings.226 

Moreover, many employers in shortage sectors say they are not getting sufficient migrants to meet 
demand. While the Skilled Migrant Category is also focused on growing the general skill base, it is 
surprising that only 11 percent of principal applicants were on the Long Term Shortage list in 2011/12. 227  

                                                           
222  See for example https://visaoptions.immigration.govt.nz/Home/Landing.aspx 
223  See Czaika and Parsons (2015), p. 5. 
224  Ministry of Business, Innovation and Employment (2013b), Appendix 3, p. 6. In this context, arguably the issue is more shortage of labour 

given prevailing wages and employment conditions, rather than shortage of skills. 
225  A cap is an upper limit, whereas a target is something to aim for. With lower demand, there is less pressure to approve low-quality 

applications with a cap than with a target., However, note that historically, a substantial majority of people selected from the EOI pool 
have more than 140 points. See 
http://www.immigration.govt.nz/migrant/stream/work/skilledmigrant/LinkAdministration/MoreInformationLinks/historyselectionpoints.htm?le
vel=2.  

226  The problem is that the Australian and New Zealand Standard Classification of Occupations (ANZSCO) was not established to be an 
immigration tool, and some roles which vary widely in responsibility and complexity and remuneration (particularly some roles called 
“manager,” especially in the retail and hospitality spaces) have the same title and ANZSCO code. 

227  Ministry of Business, Innovation and Employment (2013b), Appendix 3, p. 6. 
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The Ministry of Business, Innovation and Employment recognises that jobs and job offers have 
limitations as indicators of genuine demand. Employers may prefer to hire migrants, and migrants may 
be prepared to accept lower wages in order to stay in New Zealand. As a result, the existing Skilled 
Migrant Category settings supply too many low-productivity workers, and fail to supply workers who 
have skills that would have greater economic impact. 228 

The Ministry of Business, Innovation and Employment has suggested exploring a number of options 
which could lead to better matching and improved outcomes. These include raising the expression of 
interest points threshold; re-weighting the points system; ensuring that skills shortages addressed by 
immigration also lead to training responses from industry and Government; capping visas for non-
shortage occupations; and using supplemental information (such as salary thresholds) where ANZSCO 
classifications have limitations.229  

In addition, while there are a number of options available to skilled workers seeking temporary entry 
(see section 5.5 above), increasing numbers of migrants entering on temporary routes are not selected 
on the basis of their skills. In particular, the number of people entering under Working Holiday Schemes 
has risen dramatically, from 6,761 in 1997/98 to 54,647 in 2013/14, with a 12 percent increase from 
2012/13.230 Although work is intended to be incidental to holidays, flows this large raise questions about 
potential economic impacts, both in terms of the value that the skills of working holidaymakers bring, 
and the possibility that there may be negative effects on the wages and employment of New Zealanders. 
Given the numbers involved, substantially improving the overall responsiveness of temporary workers to 
skill shortages would likely involve changes to Working Holiday Schemes.  

5.7 Making it harder for lower-value “skilled” migrants to get New Zealand residence 

The contribution of people flows to economic performance could also be increased by reducing the 
access of lower-value “skilled” migrants to permanent residence.  

The Ministry of Business, Innovation and Employment has noted trends towards increasing numbers and 
proportions of Skilled Migrant Category residence approvals for applicants with lower levels of skills 
than were anticipated when the policy was designed. From a purely economic point of view, it does not 
make sense to provide permanent residence to people working in low-earning retail management jobs. 
If these are agreed to be general areas of labour shortage, they are more appropriately dealt with 
through temporary visas, and through training New Zealanders. 

                                                           
228  Ministry of Business, Innovation and Employment (2013b), p. 6. 
229  A small number of prospective skilled migrants may be excluded because of outdated classifications. While ANZSCO provides definitional 

consistency, it does not cover all occupations. See Ministry of Business, Innovation and Employment (2013b), Appendix 3, p. 4. Even 
where ANZSCO classifications are appropriate, there may be areas where shortages are exacerbated by formal qualification 
requirements. For example, there is currently a shortage of skilled software developers in New Zealand, and many of the best software 
developers are self-taught: it can be easier for some to gain permanent residence via a job offer than a temporary Essential Skills visa. 
There are also issues with people holding industry qualifications which are not on the New Zealand Qualifications Framework. 

230  http://www.dol.govt.nz/publications/research/migration-trends-1314/index.asp; Temporary Visa Holders; Tab 21. 
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Over a third of Skilled Migrant Category primary applicants in recent years have been former 
international students.231 This is in keeping with international trends. Countries have increasingly moved 
to offering residence to former international students because their qualifications are known, and their 
knowledge of local economic, social and political context facilitates faster integration.232  

However, former students have relatively little relevant work experience and are more likely to be 
unemployed or out of the labour force than other skilled migrants. In addition, as Figure 5 shows, 
successful applicants for New Zealand residence under the Study to Work category increasingly hold 
lower-level diplomas.  

Figure 5: Qualifications of skilled migrants who were formerly students in New Zealand 

 

Source: The Ministry of Business, Innovation and Employment, unpublished data. 

                                                           
231  In 2013/14, 42 percent of Skilled Migrant Category principal applicants were former international students. Ministry of Business, 

Innovation and Employment (2014b), p. ii.  
232  Cerna (2011), p. 4. 

0

200

400

600

800

1,000

1,200

1,400

1,600

2000/01 2003/04 2006/07 2009/10 2012/13

Certificates Diplomas
Bachelors Level 7 graduate certs/dips
Level 8 honours/postgrad certs/dips Masters / Doctorates

 

 

 



 

Treasury:3227451v2 50 
 

This reflects a growing trend for individual Study to Work applicants to seek lower-level and generic 
qualifications as a low-cost path to residence.233 The Ministry of Business, Innovation and Employment 
reports that these former students are more likely to take up semi-skilled service sector employment. 
There are also indications of ‘gaming’ via job title inflation and people paying for job offers.234 

Former students who have graduate or higher-level qualifications are less likely to remain in New 
Zealand after receiving residence. While lower retention rates for more highly-qualified students reflect 
their greater choice of opportunities elsewhere, more could be done to reach out to people after 
graduation. Anecdotally, some international recipients of New Zealand PhD scholarships have expressed 
surprise that they were not encouraged to remain in New Zealand to work after graduation.235 

Given these factors, it makes sense to raise the level of qualifications that enable former students to 
transition to residence. Changes will need to strike an appropriate balance between the objectives of 
skilled migration policy, and supporting the export education sector, which actively markets many 
qualifications based on the pathway to residence that they can deliver for students. 

While reviewing other aspects of skilled migrant policy, New Zealand could also consider amending the 
Expression of Interest model along the lines of recent policy changes in Canada. Like the New Zealand 
policy upon which it is closely based, Canada’s approach is designed to prioritise the best candidates 
(see Box 3).  

  

                                                           
233  Richard Bedford notes that many Study to Work applicants have also studied subjects which are inconsistent with the government’s wider 

strategic focus on science, technology, engineering and mathematics (Telephone interview, 6 April 2015). Fields of study are not captured 
by immigration data, but the Ministry of Business, Innovation and Employment is in the process of updating earlier work on transition rates 
for various fields of study using linked Ministry of Education and Immigration New Zealand data – see 
http://www.dol.govt.nz/publications/research/life-after-study/life-after-study.pdf for analysis published in 2010.  

234  Ministry of Business, Innovation and Employment (2013), Appendix 3, p. 3. 
235  Email Interview with Dr. Tanja Bueltmann, 18 March 2015. 
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Box 3: How Canada manages excess demand and selects the best migrants 

Citizenship and Immigration Canada (CIC) introduced a new electronic system called Express Entry in January 
2015. Express Entry is designed to manage applications for permanent residence under certain skilled 
economic immigration programs (the Federal Skilled Worker Program, the Federal Skilled Trades Program, 
the Canadian Experience Class, and some cases of provincial nominees). 

Based on New Zealand’s Expression of Interest model, Express Entry has two primary objectives – to reduce 
the backlog of applications requiring processing, and to prioritise the best candidates. 

As a first step, Express Entry creates a pool of potential candidates. There is no deadline to complete an 
Express Entry profile, and no limit on the number of candidates that will be accepted to the pool. The points-
based Comprehensive Ranking System is then used to rank candidates in the Express Entry pool based on 
their skills, work experience, language ability, education and other factors. Candidates with a job offer or a 
nomination by one of Canada’s provinces or territories under their provincial nominee programs receive 
additional points. 

Following periodic draws, the highest ranking candidates are invited to apply to immigrate to Canada, 
irrespective of when they were accepted into the pool. If invited to apply, candidates have 60 days to submit 
a complete Application for Permanent Residence online. It is expected that completed applications from 
successful candidates will be able to be fully processed within six months under the new system. 

Canada is currently experiencing strong excess demand for skilled migrant places, and CIC’s strong emphasis 
on promotion and recruitment is intended to maintain this. At the same time, CIC is mindful of the recent 
New Zealand experience with significant numbers of candidates in a small number of generally lower-paid 
service sector occupations, and the Express Entry scheme has included several safeguards to reduce the risk 
of this occurring in Canada. Before each draw from the pool, Ministerial Instructions set out the number of 
invitations that will be issued and the effective cut off score, and minimum entry criteria provide a robust 
human capital floor.236 However, unlike New Zealand, CIC has the ability to cap numbers and exclude certain 
occupations from eligibility.237 

Sources: Citizenship and Immigration Canada online advice pages (all retrieved 18 March 2015): 
http://www.cic.gc.ca/english/immigrate/express/express-entry.asp?utm_source=slash-express&utm_medium=short-
url&utm_campaign=express-entry; http://www.cic.gc.ca/english/express-entry/criteria-crs.asp; 
http://www.cic.gc.ca/english/immigrate/skilled/index.asp; and email interview with Albert Rosher at CIC, 24 April 2015. 

                                                           
236  New Zealand can select fewer Expressions of Interest from the pool if quality is lower, and also has minimum entry criteria. 
237  In November 2013, Canada used Ministerial Instructions to prohibit applications to the Canadian Experience Class in six occupations: 

cooks (NOC 6311), food service supervisors (NOC 6311), administrative officers (NOC 1221), administrative assistants (NOC 1241), 
accounting technicians and bookkeepers (NOC 1311), and retail sales supervisors (NOC 6211) - even though applicants in these 
occupations would have been nominally qualified under the parameters of the program. At the same time, sub-caps of 200 applications 
each for all skill level B occupations were established. Higher skill levels (NOC 0: management. and NOC A: professional) were not 
capped. See http://www.cic.gc.ca/english/department/media/backgrounders/2013/2013-11-08.asp. These restrictions disappeared with 
the introduction of Express Entry, but the ability to introduce similar measures remains, and will be used if the need arises.   
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It is too early to tell whether Canada’s approach to restricting entry rights for low-value candidates will 
be successful, or whether the six month processing target will prove achievable. As policy beds down, 
further change may be needed to ensure the system meets its objectives. For example, New Zealand 
moved away from solely selecting skilled migrants on the basis of points for two main reasons: to 
provide certainty to people with very high points rankings (a guaranteed entry point makes it easier to 
market to this group); and to recognise that people currently based overseas who receive job offers 
typically need to get to New Zealand quickly to start work.238  

5.8 Making it easier for certain low-skilled migrants to get residence? 

Some New Zealand industries, including dairying and aged care, rely relatively heavily on low-to-
moderately-skilled migrant labour due to labour shortages. In these sectors, migrants can have long-
term temporary status, but very little prospect of converting to permanent residence. These migrants 
have limited access to services in New Zealand for themselves and their families. Their children grow up 
essentially “as New Zealanders”, but with none of the associated rights because of their temporary 
status. In any particular year, a visa can be declined and migrant workers expected to leave the country.  

This situation is complicated, especially given the desire to facilitate opportunities for low-to-
moderately-skilled New Zealanders. But the status quo creates a number of risks, not least to New 
Zealand’s reputation as a nation that treats migrants fairly. When migration is genuinely temporary, 
most parties to the transaction accept that lower levels of entitlement are reasonable and make 
economic sense. However, longstanding temporary migrants without residence status integrate less 
well,239 which compromises social cohesion. In the United States, lack of access to legal permanent 
residence for longstanding temporary workers has been associated with increased risk of fraudulent and 
illegal behaviour.240 Combined with population ageing and regional labour shortages, these factors 
suggest there may be value in making it easier for certain groups of “low-skilled” migrants to get 
residence. 

5.9 Improving skilled migration policy in New Zealand 

It appears likely that existing policy settings are supplying too many low-productivity workers, and failing 
to supply sufficient workers with skills that would have greater economic impact. While it is possible for 
some top tier migrants to enter New Zealand without a job offer, this process is neither easy, nor quick, 
nor available to the majority of very highly-skilled migrants.241  

New Zealand would benefit from providing a simpler, more streamlined system with faster processing 
times for all skilled migrants, but especially for those who have the greatest potential to improve 
economic outcomes. Elements of Canada’s Express Entry system, the United States’ EB-1 and EB-2 visa 
schemes for extraordinary and exceptional ability, and the United Kingdom’s former Highly Skilled 
Migrant Programme could be considered as models to work from.  

                                                           
238  Email interview with Sam Foley, Ministry of Business, Innovation and Employment, 28 April 2015. 
239  Lenard and Straehle (2012), p. 25. 
240  Feere (2013) refers to falsifying identity documents, overstaying visas, working illegally, failing to pay tax, and so on. An estimated 

40 percent of migrants illegally resident in the United States entered legally and overstayed (ibid, p. 5).  
241  As noted in section 5.3, both policy settings and the relative attractiveness of a country interact to determine the quality of migrants 

seeking entry.  
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Policy should facilitate better matching between the demand for and supply of shortage skills, and 
ensure that identified shortages are linked to training responses from industry and government. While 
the ANZSCO classifications work well for large numbers of industries, they contribute to increasing 
numbers of migrants with lower levels of skills than policy intends gaining residence. There is also a 
need to find a flexible way to assess new and specialist occupations in order to better match supply and 
demand, and remove barriers to the expansion of developing industries. 

Study-to-work thresholds should be recalibrated to ensure that the types of students granted residence 
after graduation are more likely to contribute to improved economic performance. While the impacts on 
the export education industry need to be borne in mind, international comparisons suggest higher 
minimum achievement levels are warranted.  

Although detailed discussion of this issue is beyond the scope of this paper, New Zealand should 
continue to evaluate whether existing policy settings related to temporary entry (particularly for 
Working Holiday schemes and Silver Fern visas) could be more focused on the skills of migrants and the 
needs of businesses. Improved marketing, the new visa options checker, and designated (user pays) fast-
track options for entry could be used to make entry easier and more streamlined for very highly skilled 
people who may not want to move to New Zealand permanently, but nonetheless want to contribute to 
improving New Zealand economic performance. 

While skilled migrants who integrate well and remain in New Zealand permanently have many benefits, 
there are distinct advantages to ongoing migrant circulation, particularly at the high end, where 
refreshing and reinforcing personal and professional networks can help increase impact.  

Some existing policy settings provide residence via skilled migration schemes streams to people who 
make a minimal contribution to economic performance, and may reduce GDP in per capita terms. Not all 
policy on people flows is designed around maximising potential economic contribution, and that is as it 
should be. New Zealand has international humanitarian commitments, and family reunification is also an 
important objective, particularly in a living standards framework. There may also be grounds for making 
residence easier for certain low-to-moderately- skilled employees who have effectively settled in New 
Zealand.242  

But, for economically-motivated policy on people flows, two key objectives should be to encourage the 
greatest contribution from those who can contribute most, and to minimise the extent to which primary 
applicants who are unlikely to have a positive impact on future productivity are granted permanent 
residence. These same objectives apply to business migrant policy, discussed in chapter 6 below. 

  

                                                           
242  In the specific case of aged care workers, there may be a strategic benefit in addressing this issue now, since demand for these workers 

will continue to rise with ageing of the New Zealand population. 
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5.10 Summary of policy recommendations to improve skilled migrant policy 

1. Make entry for all skilled migrants simpler and easier, by simplifying the points system in the Skilled 
Migrant Category (p. 41). 

2. Explore options for cost-recovery based fast-track processing for the most valuable skilled migrants, 
based on similar policies in the United States and the United Kingdom (p. 43). 

3. Develop targeted, reciprocal visa arrangements for highly-skilled migrants with high value locations 
(p. 44).  

4. Evaluate options for temporary entry for high value migrants and ensure that the available options 
are both sufficient and easy for prospective migrants to identify (p. 45). 

5. Improve the calibre of migrants being granted residence and the responsiveness of the system to 
skill shortages by raising the expression of interest points threshold; re-weighting the points system; 
capping visas for non-shortage occupations; and using supplemental information where ANZSCO 
classifications have limitations (p. 46). 

6. Actively encourage high value students with relevant qualifications to pursue New Zealand 
residence after graduation (p. 48). 

7. Make it harder for lower-value skilled migrants to get residence, by raising the qualification 
threshold enabling former students to transition to residence (p. 48). 

8. Consider whether certain groups of temporary migrants who have effectively settled in New Zealand 
should be eligible for residence (p. 50). 
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6. Business migrant policy  

6.1 Overview 

New Zealand’s business migrant policy targets two kinds of business migrants – investors, who are 
primarily selected on the basis of the funds they bring with them, and entrepreneurs, who are primarily 
selected based on their ability to successfully run a business. The numbers gaining residence under 
these schemes are not large: since July 2009, 1,669 international investors have gained residence in New 
Zealand via investor policies, and 605 people gained residence under entrepreneur categories in 
2013/14. 

In keeping with international trends, New Zealand is increasingly seeking more active investors, like the 
Monahan brothers discussed in Box 4.  Migrants who bring “smart capital” – not just money, but 
experience, connections and ideas that can add value more widely – and who are willing to share their 
expertise with other New Zealand businesses, can create greater economic value. Investment-only 
policies are easier to design and administer, but the international consensus is that they provide little 
benefit to the real economy, and that there are more efficient ways to raise capital.  

In 2014, New Zealand amended its entrepreneur policies to increase their focus on contributing to 
economic growth, through enabling experienced business people to grow or establish a high growth and 
innovative business with export potential in New Zealand. Although it will take time for Entrepreneur 
Work visa applications to feed through to residence, these changes have already significantly reduced 
the number of migrants approved to run low value businesses, including in the low productivity retail 
and hospitality sectors.  

Taken together, these changes should increase public acceptance of both the investor and entrepreneur 
residence programmes by reducing the perception that some business migrants regard New Zealand as 
a “bolt hole” and do not intend to make a meaningful contribution to New Zealand through their 
business activities.  

A key challenge is how to design and administer policy that identifies and attracts more high value 
entrepreneurs. All of the approaches used to date have limitations. For example, the ability to front a 
certain amount of capital is a poor signal of entrepreneurial capability. Using points-based criteria (such 
as prior business experience) to screen for potential is better, but government officials are not generally 
best-placed to judge business plans or identify people with the most potential. Some countries get third 
parties such as venture capital funds to scrutinise business plans. While this approach is appealing, 
obtaining investor backing is difficult, and companies who succeed have generally been operating for 
several years. 

Given these limitations, countries are increasingly turning to greater experimentation and data-driven 
adaptation in developing entrepreneur policies. Initiatives such as Start-up Chile and Canada’s Start-up 
Visa have promising elements, but have yet to meet their policy objectives, although in Canada’s case 
the policy is very new and this may simply reflect the need for more time. 
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The remainder of this chapter draws on New Zealand and international evidence on business migrant 
policy. Section 6.2 discusses the importance of setting strategic objectives for business migrant policy in 
a rapidly changing international environment while section 6.3 briefly addresses policy design and 
administration issues.  Section 6.4 explains how New Zealand’s business migrant programme currently 
works, distinguishing between the investor and entrepreneur categories. Section 6.5 then describes 
emerging research conclusions on investor motivation; discusses a case study which shows the potential 
scale of impact successful investor policy can have; and proposes changes which could improve the 
impact of the investor programme on economic performance.  

Section 6.6 describes some of the challenges associated with attracting and selecting migrant 
entrepreneurs. In this context, it discusses New Zealand’s entrepreneur policy, and contrasts it with 
policies in other countries including Chile, Canada, and the United Kingdom. While none of these 
countries have found the policy equivalent of a silver bullet for entrepreneur policy, there are a number 
of creative approaches that New Zealand could consider. 

Section 6.7 discusses implications for entrepreneur policy design and administration, and section 6.8 
concludes with a summary list of policy recommendations.  

6.2 Setting strategic objectives 

Because the nuts and bolts of business migrant policy design can be so challenging, it helps to have a 
clear sense of what it is trying to achieve at the outset, in order to guide decisions. As the subsequent 
discussion demonstrates, New Zealand is moving towards a business migration framework which 
favours migrants who can bring more than just financial capital. This is a good thing, but it complicates 
policy design and administration, and opens the system up to more values-based decisions.  

Should economic impact remain the most important goal? How much does job creation matter? Should 
additional weight be given to potential migrants with a previous history of job creation? What about 
exports? What about tax revenues? Are there specific sectors where New Zealand would benefit from 
increased competition or new ideas? What about living standards? Is it possible to give weight to the 
wider contributions migrants can make (for example, through leadership or giving back?) How much 
does diversity matter? What kind of business values matter? What kind of networks and connections are 
most important?  

As was the case when the basis of overall migrant selection policy was changed from targeting specific 
countries to targeting skills, it is likely that a certain amount of iterating and adjusting will be needed to 
create policy settings that achieve results consistent with changed objectives. 

In New Zealand, the shared understanding that skilled migrant policy is designed to attract and retain 
high quality human capital that New Zealand employers will use effectively underpins the policy’s 
legitimacy. Developing an equivalent shared view on business migrant policy should be a priority.  

6.3 Policy design and administration 

Policies designed to attract business migrants have tended to distinguish between investors (who gain 
entry on the basis of funds invested) and entrepreneurs (who gain entry on the basis of specific business 
proposals).  
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“Investment-only” policies are easier to design and administer. Potential investors typically need to 
meet health and character requirements, have sufficient investment funds, and in some cases, 
demonstrate they came by these funds through genuine/legitimate business activity (as opposed to 
inheritance or the sale of their primary residence).243 Despite their relative simplicity, “investment-only” 
business migration policies are falling out of favour internationally. A recent review of the United 
Kingdom’s investor migrant programme concluded that because they reduce risk by predominantly 
investing in gilts, Tier 1 investors have little benefit to the real economy.244 Australia has just launched a 
review of investor policies with Terms of Reference that include assessing their relative contribution to 
economic growth compared to other migrant streams.245  

New Zealand is one of a number of countries where investor migrant policy is increasingly emphasising 
the links between flows of capital, flows of people, flows of goods and services and flows of ideas. 246 
More active investor migrant policies recognise the wider value that international investors can bring via 
their networks, connections and business experience –this is sometimes known as “smart capital.” One 
impetus for increasing interest in these policies has been the experience of the United States, which has 
a large proportion of successful migrant entrepreneurs.247 As the focus of investor policy has changed, 
there have also been rapid increases in the number of policies designed to attract more entrepreneurial 
migrants. While entrepreneur policies are not new (Australia has had them since the 1970s), the scale, 
scope, variety and reach of policies in this area is increasing.248 As section 6.6 explains in more detail, 
entrepreneur visas are challenging to design and operate, and this is reflected in frequent imitation, 
rapid policy evolution and high levels of competition between countries. 

6.4 New Zealand’s business migrant policies  

There are two main pathways to residence under the Business Migration policies: the Investor 
categories grant conditional residence provided investors maintain their investment and spend the 
required amount of time in New Zealand over the investment period; and the Entrepreneur Pathway to 
residence, which allows Entrepreneur Work Visa recipients who have worked in New Zealand for two 
years to apply for residence under the Entrepreneur Residence visa. In all cases, applicants must meet 
health and character requirements. 

                                                           
243  In New Zealand, investment funds can be legally earned (for example through the sale of a residence) or gifted. 
244  Migration Advisory Committee (2014), p. 33. 
245  http://www.aph.gov.au/Parliamentary_Business/Committees/Joint/Migration/BIIP/Terms_of_Reference. On 22 April 2015, the Australian 

government temporarily closed the Significant Investor Visa stream to new entrants, with a view to designing ways to direct more 
investment funds to venture capital. http://news.domain.com.au/domain/real-estate-news/significant-investor-visa-scheme-halted-as-
government-decides-how-to-spend-billions-20150421-1mps56.html.  

246  Blakeley et. al. (2009); Immigration New Zealand (2015); Makhlouf (2015). 
247  A report by the Partnership for a New American Economy (2011) found that 40 percent of percent of current Fortune 500 companies were 

founded by immigrants or their children. These companies generate more than US$4.2 trillion in revenues each year, and employ more 
than 10 million people. Many of America’s greatest brands, including Apple, Google, AT&T, Budweiser, Colgate, eBay, General Electric, 
IBM, and McDonald’s, were founded by immigrants or children of immigrants, and almost 20 percent of new Fortune 500 companies 
started between 1985 and 2010 were founded by immigrants. However, as Sumption (2012) points out, most United States immigration is 
based on family ties. 

248  Policies designed to facilitate entry for immigrant entrepreneurs (including self-employed business people) can now be found in countries 
including Australia, New Zealand, the United States, Canada, the United Kingdom, the Netherlands, Denmark, Germany, Ireland and 
Singapore. Migrant business incubator Start-Up Chile has imitators in countries including Peru, Argentina, Brazil, and Jamaica.  
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A key issue for maintaining public acceptance of both the investor and entrepreneur residence 
programmes is minimising the perception that some business migrants regard New Zealand as a “bolt 
hole” and do not intend to make a meaningful contribution to New Zealand through their business 
activities. Recent policy changes are helping to make this less likely in reality. 

New Zealand’s Investor Migrant policies are designed to attract foreign investors who will do more than 
simply invest in New Zealand. The Ministry of Business, Innovation and Employment works closely with 
New Zealand Trade and Enterprise, the Ministry of Foreign Affairs and Trade, and private sector partners 
to attract foreign investors with “smart capital” and to connect the financial capital, global networks, 
knowledge, ideas and capabilities of these investors into growing New Zealand businesses. 249 

There are two categories for investors, each with different entry and residence requirements. Investors 
must invest a minimum of $1.5 million over four years, speak English, be aged under 65, have access to 
$1 million in settlement funds, and spend at least 146 days a year in New Zealand in the final three years 
of their investment period. People entering through the Investor Plus category must invest $10 million in 
acceptable investments (which include government and bank bonds, shares and venture capital) but 
have much lower residence requirements (at least 44 days per year in the last two years of their 
investment period), and do not need to meet age or English language requirements.  

Entrepreneurs can enter New Zealand on an Entrepreneur Work Visa, (until April 2014, the closest 
equivalent was the Long Term Business Visa), or on a work visa which allows self-employment.250 The 
Entrepreneur Work Visa is a three year work visa which operates in two stages: a 12-month “start-up” 
stage during which successful applicants can buy or establish a business in New Zealand; and a further 
24-month “balance” stage which is granted once applicants have demonstrated to Immigration New 
Zealand’s Business Migration Branch that they have taken steps to establish their business. Acceptable 
steps include transferring investment capital to New Zealand, purchasing or leasing a business site, 
buying business supplies, hiring staff and so on.251  

In order to be approved for an Entrepreneur Work Visa, applicants must make a minimum capital 
investment of $100,000 (unless this requirement is waived); have a specific business plan; get at least 
120 points on a scale designed to assess the likely success of the proposed business and its value to New 
Zealand;252 and meet health, character and English language requirements. Applicants must also not 
have been involved in bankruptcy or business failure in the five years prior to their application, or been 
involved in business fraud or financial impropriety. 

  

                                                           
249  Immigration New Zealand (2015).    
250  These visa options are quite limited. They include 12-month Working Holiday Schemes, and open work visas for people who enter as 

partners of New Zealanders or other migrant workers.  
251  http://www.immigration.govt.nz/migrant/stream/invest/entrepreneur/entrepreneurworkvisa/.   
252  Under the Entrepreneur Work Visa, points are awarded for prior business experience (either relevant self-employment, other self-

employment, or relevant senior management experience); potential benefit to New Zealand (any two of new full time employment 
creation, approved export business, or unique or new products or services); capital investment (from $200,000+ to $1,000,000+); age; 
and location outside Auckland. The points system was introduced to give prospective entrepreneurs more certainty over the likelihood of 
an expression of interest being viewed favourably. 
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The most recent full year figures show similar numbers of people obtaining residence under the 
previous investor and entrepreneur categories (see Table 1).  

Table 1: Previous business immigration residence policy categories and approval numbers253 

Category 

2012/13
approvals 

2013/14 
approvals 

Principal Secondary Principal Secondary 

Migrant Investors 

Investor Category 
Applicants begin by submitting an expression of interest. 
Approved applicants must invest a minimum of $1.5 million in 
New Zealand over 4 years and prove $1 million in settlement 
funds. They must meet health, character and English language 
requirements, be under 65, and have a minimum of three years 
business experience. Applicants spend 146 days in New Zealand 
in each of the last three years of their investment period. 

Investor Plus Category 
Minimum investment of $10 million to be invested in 
acceptable investments in New Zealand over 3 years. 
Applicants must meet health and character requirements and 
spend at least 44 days in New Zealand in each of the last two 
years of their investment period.  

 
 
99 
 
 
 
 
 
 
21 

 
 
207 
 
 
 
 
 
 
47 

 
 
 
157 
 
 
 
 
 
 
28 

 
 
 
359 
 
 
 
 
 
 
49 

Entrepreneur Category 

Entrepreneur Category 
For business migrants who can demonstrate they have 
successfully established or purchased a New Zealand business. 
Applicants must have been self-employed in that business for at 
least 2 years and meet health, character and English language 
requirements.  

Entrepreneur Plus Category 
For business migrants holding an Entrepreneur Work Visa or 
Long Term Business Visa who can demonstrate they have been 
running a business for at least six months, have actively 
invested at least $0.5 million excluding working capital in that 
business, and have created at least 3 full time equivalent jobs 
for New Zealanders. Applicants must meet health, character 
and English language requirements. 

 
 
141 
 
 
 
 
 
7 

 
 
306 
 
 
 
 
 
14 

 
 
 
166 
 
 
 
 
 
19 

 
 
 
381 
 
 
 
 
 
39 

 
Sources: Ministry of Business, Innovation and Employment (2014b), Table 7.5, p. 64; Immigration New Zealand (2015); and 
www.immigration.govt.nz.

  
 

                                                           
253   In March 2014, several changes to Business Migrant Policy were introduced – see 

http://www.immigration.govt.nz/migrant/general/generalinformation/news/launch-new-business-policies-march-release.htm.  The Long 
Term Business Visa Category (which was closed in December 2013) was replaced with the Entrepreneur Work Visa Category which is 
intended to attract high value businesses from experienced business people. Potential value to New Zealand is based on the criteria set 
out in footnote 280 above. 

 The Entrepreneur Plus category was closed, with the extra requirements (including higher investment levels and job creation) included as 
options under the new Entrepreneur Residence Category. In addition, venture capital investments were added to the list of acceptable 
investments under the Investor 1 and Investor 2 categories. 
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The previous Long Term Business Visa led to a relatively high proportion of low value migrant businesses 
in New Zealand.254 Almost 40 percent of the businesses created under this policy were in either the low 
productivity retail or hospitality sectors, which have limited export growth potential. 255 The Ministry of 
Business, Innovation and Employment also reports that, on average, business migrants derived only 34 
percent of their incomes from their business, suggesting these businesses were providing a limited 
financial return.256  

The policy changes introduced last year are intended to improve these outcomes. In March 2014, the 
Entrepreneur policy was amended to add that the objective of the Entrepreneur category is “to 
contribute to economic growth by enabling experienced business people to grow or establish a high 
growth and innovative business with export potential in New Zealand.”257  

Since this policy change, the numbers of people seeking to enter New Zealand with low-value business 
plans has significantly reduced. The focus of the new Entrepreneur Work Visa is on quality, not quantity, 
with small numbers of high-growth, export- and tech-focused businesses now expressing interest in 
gaining entry through this route. 258 It will take some time for these changes to feed through to 
residence numbers given the lags involved. Demand for residence through the Investor policies on the 
other hand, is significantly increasing, largely due to China opening up, with expressions of interest 
submitted under the Investor Two Category (NZ$1.5million) close to doubling year on year from 2012 to 
2014.259 

6.5 Migrant Investor policies  

New Zealand’s investor policies are facilitating entry for some very productive, highly skilled people, 
who, over time, intend to spend most of their time in New Zealand (see Box 4, which discusses the 
example of the Monahan brothers).  

  

                                                           
254  A recent Inland Revenue survey of 400 migrant businesses by Cleland and Davey (2014) found that half were sole traders (p. 8). Almost 

40 percent of businesses were in the retail trade, accommodation and food services, or hiring and real estate services industries (p. 7). 
Just under half did not employ anyone other than themselves, and a further 29 percent had only one employee (p. 13). A third of 
businesses with more than one person working there had unpaid employees (p. 13). Sixty five percent were not members of business or 
industry associations (p. 14). Note that the survey did not ask respondents whether businesses were created under investor or 
entrepreneur categories. 

255  Office of the Minister of Immigration (2013), p. 1. 
256  Ibid. 
257  http://www.immigration.govt.nz/NR/rdonlyres/523247A1-FAA0-47EC-A6A5-EBB3CB46A8D6/0/Amendmentcircular201403.pdf, p. 16.  
258  See http://www.immigration.govt.nz/migrant/general/generalinformation/statistics/ W1.  
259  Manually collated data from the Ministry of Business, Innovation and Employment show expressions of interest submitted under the 

Investor Two Category (NZ$1.5million) by calendar year to be 256 in 2012, 476 in 2013 and 956 in 2014. 
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Box 4: The Monahan brothers: Migrant investors enhancing New Zealand’s knowledge economy  

Brian and Matthew Monahan are co-founders and board members of Inflection.com, an identity 
management technology business based in Silicon Valley that employs over 250 staff. They both dropped out 
of university to build Inflection and have been running it since 2007. In 2012, Inflection sold one of its 
products, Archives.com, to its competitor Ancestry.com, for US$100 million.   

In 2011, Matthew and Brian Monahan purchased a lifestyle property in New Zealand and established a 
sustainability education company, with the intention of making New Zealand their primary home. They 
initially came to New Zealand through the Entrepreneur Work Visa, but found both the time requirements to 
spend in New Zealand and the immigration requirements for their newly established business in New Zealand 
were restrictive. Between 2013 and 2014, they obtained New Zealand residence through the Investor and 
Skilled Migrant categories. Over the past few years, they have invested in farming and forestry, technology 
businesses, and have been involved in several philanthropic initiatives.   

The Monahan brothers lured several of their entrepreneur friends and business partners to move to New 
Zealand and build businesses. In 2014, they partnered with one of these friends, Yoseph Ayele, to establish 
KiwiConnect. Through KiwiConnect (www.kiwiconnect.nz), they are using their global networks, commercial 
expertise, and innovative approaches to help incubate impactful projects in New Zealand. KiwiConnect is 
building global bridges to connect world-class talent, impact capital, and high-tech innovation to the fast-
growing New Zealand start-up ecosystem.  

In February 2015, KiwiConnect hosted an annual two week long “summertime summit” called New Frontiers, 
which attracted 50 invited guests from the United States, England, and Hong Kong, and over 150 participants 
from around New Zealand to discuss issues and opportunities, build international collaborations, and initiate 
action in areas including Digital Media, AgTech, Entrepreneurship, Education, New Zealand Culture and 
Investment. Participants included entrepreneurs, investors, farmers, artists, filmmakers, New Zealand 
government leaders, educators, and talented visionaries. This is the third time they have held such an event 
bringing people to New Zealand, and they intend to continue hosting it annually. These events have helped 
facilitate investments into New Zealand ventures, initiate collaboration efforts, provide Kiwi entrepreneurs 
wider networks in Silicon Valley, and develop new educational content that KiwiConnect makes available 
online for free. 

The brothers are building a high-end organic horticultural export business and developing technology 
applications to support sustainable agriculture, and exploring ICT education-based business and an online 
education business in New Zealand. They are looking to launch an impact-focused Venture Capital 
investment fund aimed at sustainable farming technology and education, the latter qualifying as an 
acceptable investment vehicle for other investor migrants. They are also in the process of establishing a 
philanthropic foundation to support social enterprises in New Zealand.  

Sources: www.kiwiconnect.com; and interview with Yoseph Ayele 24 March 2015. 
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Since July 2009, 1,669 international investors have gained residence in New Zealand via investor policies, 
and $1.4 billion of the $3.5 billion committed in residence applications has already been invested in New 
Zealand.260 In order to enable entry by more high value migrants, Immigration New Zealand has a 
dedicated Investor Migrant Attraction team which works with government and the private sector to 
promote New Zealand’s lifestyle opportunities and to connect investor migrants with optimal 
investment opportunities.  

New Zealand is also at the forefront of undertaking research which seeks to understand the motivations 
of international investors, with a view to designing policy so as to maximise their impact. 

Box 5: Motivations and activities of investor migrants  

The Ministry of Business, Innovation and Employment recently surveyed 772 clients who had made a valid 
application under (or transitioned onto) the 2009 investor policy, and 48 percent of these clients responded. 
This initial survey was followed up with interviews with 20 investor migrants and five immigration agents. 

Some of the survey results are consistent with the findings of earlier research, which has predominantly 
focused on skilled migrants. In particular, investor migrants who seek to come to New Zealand are primarily 
motivated by lifestyle and personal reasons, rather than business opportunities. Other attractions include 
New Zealand’s lack of corruption, simple tax system, low regulation environment, investor protection and 
ease of access to Asian markets. 

Initial investor migrant plans are conservative. Most investor migrants are wary of including anything other 
than passive investments in their application. They know little about the New Zealand economy and business 
environment, and have limited networks and trusted contacts who could help to help them identify more 
active opportunities. Applications are typically based on passive investments since these are perceived as the 
safest and most expedient way to ‘tick the box’ required to qualify for entry.  

On arrival, most investor migrants remain prudent, and tend to focus on passive investments while they learn 
about the New Zealand business environment and identify more active opportunities. The desire to minimise 
risk does not only stem from uncertainty – many people use the majority of their wealth to qualify for entry 
as an investor migrant, and want to make sure the investment is still at acceptable levels when reviewed by 
Immigration New Zealand. Despite their initial caution, 60 percent of investors intend to make a more active 
investment after the compulsory investment period ends. The willingness and ability of investor migrants to 
contribute to New Zealand depends on their individual personal and financial circumstances, which vary 
greatly.  

Nonetheless, the survey identified considerable untapped potential contribution from investor migrants. 
Although 85 percent of migrants surveyed expected to make a significant contribution to New Zealand, and a 
solid majority of respondents (62 percent) reported their expectations of business and financial gains had 
been met, only 31 percent agreed that New Zealand makes the most of investors’ talents and networks.  

Some investor migrants expressed a desire for help with making a greater contribution to New Zealand. 
There are a variety of views about what form such assistance could take and who should provide it. Potential 
avenues of increased contribution to New Zealand include active investments, mentoring, helping businesses 
to make offshore connections, adding knowledge to relevant sectors, and appointments on boards. 

Source: Ministry of Business, Innovation and Employment (2014d). 

  

                                                           
260  Immigration New Zealand (2015).    
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An assessment of investor migrant policy and suggestions for improvement 

Although it is still relatively early days, many aspects of New Zealand’s investor policy are working well 
and are globally competitive, in particular when compared with Australia. 261  

There have also been some high-profile success stories. However, it is not clear that New Zealand is 
setting the investor bar high enough, consistently attracting enough of the right people, and doing all 
that can be done to get the most out of the skills, experiences and networks of investor migrants.  

The United Kingdom recently reviewed its investor migrant policies and doubled Tier 1 investment 
threshold levels to £2 million.262 The Australian Government also recently announced a new Premium 
Investor Visa which will offer a more expeditious, 12 month pathway to permanent residency for 
investors meeting a $15 million threshold after July 2015.263  

The Ministry of Business, Innovation and Employment recognises that that some investor migrants make 
a more valuable contribution than others. Individuals with higher net worth and greater financial 
flexibility are more likely to invest actively, as they are less worried about “betting the farm”. In 
contrast, investors who use the majority of their wealth to qualify - for example, people who sell their 
houses and use the proceeds to enter New Zealand on investor visas - are more likely to make passive 
investments.  

As with all countries, New Zealand receives a number of fraudulent applications. So far, these are 
generally quite easy to spot and winnow out. Other jurisdictions with longer experience of operating 
investor policies, such as the United Kingdom, have found that over time, dealing with increasing 
numbers of fraudulent and low-value applications has contributed to increased processing times.264 
New Zealand’s explicit distinction between expression of interest and approval provides a ready-made 
mechanism for minimising time spent on low-value propositions, but there would be value in assessing 
whether further policy or administrative changes could pre-empt the kinds of problems other countries 
are experiencing in this area.  

Taken together, these factors suggest investor policy settings could be recalibrated to increase the 
economic benefit investor migrants bring to New Zealand and reduce the associated risks. Options 
include: increasing investor thresholds; encouraging more active investment, especially from people 
likely to have the most impact on New Zealand; and evaluating whether more can be done to provide 
greater certainty and faster processing times for high value investor talent. The changes proposed in 
relation to skilled migrant policy in chapter 5 could also be used to bring in people with a successful 
business track record. 

                                                           
261  Australia presently requires investors to have been resident for two years out of their four year investment period before granting them 

residence, and only grants residence to dependent children aged 18 or under (see www.immi.gov.au/visas/Pages/891.aspx.) In addition, 
every permanent resident who has not acquired citizenship needs to apply for a visa when they return to Australia (for practical reasons, 
this need to apply for a visa to re-enter Australia kicks in after 5 years). In contrast, New Zealand has lower residence requirements (see 
Table 1), and allows children aged up to 24 to enter with their parents (see Immigration New Zealand (2015). The Australian government 
launched an inquiry into the Business Innovation and Investment Programme on 20 Mar 2014 (see 
www.aph.gov.au/Parliamentary_Business/Committees/Joint/Migration/BIIP).   

262  Migration Advisory Committee (2014) and www.gov.uk/tier-1-investor/overview. During the review, the Migration Advisory Committee 
explored a number of different ways to select investor migrants, including the possibility of using auctions.  

263  See www.austrade.gov.au/invest/significant-investor-visa-and-premium-investor-visa-programmes. 
264  Migreat (2014), pp. 5-7. 
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A review could also evaluate how effectively the Ministry of Business, Innovation and Employment is 
actively targeting prospective business migrants and whether changes in factors such as targeting 
strategy, resourcing, administration or marketing could improve outcomes.  

More could also be done to encourage greater investor migrant contribution to New Zealand outside 
the direct value of funds invested. Since Ministry of Business, Innovation and Employment research 
suggests both comfort levels and lack of connectedness are issues, a greater focus on helping migrant 
investors develop New Zealand-specific knowledge and networks could hasten and amplify their impact. 
There are already several ways prospective investor migrants can connect to New Zealand residents and 
key diaspora members who can share knowledge about the New Zealand economy and business 
environment, including through KiwiConnect, Kea’s World Class New Zealand Network and the Kea app. 
Regional Economic Development agencies (particularly Auckland Tourism, Events and Economic 
Development) are increasingly involved in attracting investor migrants. As well as helping investor 
migrants identify more active investment opportunities, deepening these connections could also 
facilitate greater participation on boards and within industry groups and informal networks.  

6.6 Challenges associated with attracting and selecting entrepreneurs 

Policies aimed primarily at attracting migrants with investment capital are comparatively easy to design 
and administer. However, New Zealand is not alone in seeking more than just the financial capital that 
migrant entrepreneurs can bring. Other countries are also looking to attract and retain the kinds of 
entrepreneurs who will establish successful businesses, or even catalyse whole new industries, while 
creating new jobs, tax revenues and, ideally, export earnings. Many countries also want to generate 
cultural change through the actions of migrant entrepreneurs – anticipating that they will challenge a 
culture of risk-aversion, and provide knowledge and inspiration to local entrepreneurs.265 

The March 2014 policy changes discussed above have greatly improved New Zealand’s migrant 
entrepreneur policy. Although it is still far from perfect, making it better is not a simple matter. This 
section draws on the experience of New Zealand and other countries to explain some of the constraints 
and complexities involved in attracting high value migrant entrepreneurs. 

Identifying potential impact 

Many of the world’s most successful immigrant entrepreneurs did not arrive in their new host countries 
exhibiting readily-identifiable external signs of their future success. Google co-founder Sergey Brin 
immigrated to the United States with his family from the Soviet Union at the age of six. Intel founder 
Andy Grove escaped to the United States from Communist-controlled Hungary at the age of 20. With 
hindsight, the paths of some migrant entrepreneurs may seem more predictable. For example, Brazilian-
born Mike Krieger met his Instagram co-founder while studying Symbolic Systems with a focus in 
Human-Computer Interaction at Stanford University.266 But given an almost unlimited supply of potential 
entrepreneurs, it is challenging to identify and attract those people who will have the most impact. 

  

                                                           
265  www.startupchile.org.  
266  Swartz (2015). 

 

 

 



 

Treasury:3227451v2 65 
 

In a nutshell, the problem is that: 

“Successful entrepreneurs are a rare breed. Most people do not start businesses, and 
most of those who do fail. Even venture capitalists, who specialise in identifying good 
business ideas, accept high failure rates as normal and unavoidable. So how can 
governments decide which aspiring business owners to admit?”267 

Like investors, governments seeking to select promising entrepreneurs must do the best they can with 
the information they have available. They will be wrong much of the time. Communicating the inherent 
risks to existing residents is important to maintain public buy-in for entrepreneur policies: there are 
likely to be downsides as well as upsides.  

The simplest option is to use capital requirements as a screening tool. Many countries (such as Australia, 
Ireland, and the United Kingdom) require migrant entrepreneurs to invest mandated amounts of start-
up capital. Choosing an appropriate threshold is difficult, because what makes sense in one industry may 
be too large in another. The United Kingdom has struggled to attract technology entrepreneurs, who 
often require lower levels of investment to establish their businesses.268 New Zealand gets around this 
by allowing the minimum capital investment of $100,000 required by applicants for an Entrepreneur 
Work Visa to be waived. 

The problem with capital is that it can be a poor signal of entrepreneurial capability. In an effort to 
screen for potential, New Zealand, like Australia, relies on other points-based criteria (including prior 
business experience) in addition to start-up capital.269 New Zealand also specifies priority areas of 
investment, including businesses in regional locations, key sectors (particularly science and Information 
and Communications Technology) and high growth areas; similarly, Ireland focuses on high-tech, high-
margin or high growth areas of the economy. Targeting in this way helps to keep applicant numbers 
more manageable. Allowing investment in high growth areas helps manage the challenge of remaining 
open to innovators in new and less predictable industries.  

New Zealand and the United Kingdom also examine applicants’ business proposals, in the United 
Kingdom via a “genuine entrepreneur test”. The risk with this approach is that while government 
officials may find it easy to screen out low quality applications, they may not be best placed to identify 
those people with the most potential. 270 

                                                           
267  Sumption (2012), p. 3. 
268  Migreat (2014), pp. 10-11.  
269  Sumption (2012), p. 4. 
270  Sumption (2012), p. 3. 
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One way around this is to rely on third party scrutinisation of business plans, which enables 
governments to outsource migrant entrepreneur selection to organisations that are better placed to 
assess their capability. The United Kingdom allows immigrants to qualify for entry under the Tier 1 
(Entrepreneur) Visa with £50,000 if their funds come from qualified financial backers including specified 
United Kingdom venture capital funds, but requires £200,000 if funds are obtained from other 
sources.271 The United States Start-Up Visa proposal currently awaiting Congressional approval would 
allow conditional residence for immigrants already in the US who raise $20,000 from recognised 
business investors.272 Canada’s Start-Up Visa takes a similar approach (see Box 6). In all these cases, the 
requirement that investors be approved is designed to avoid the system being gamed by wealthy 
individuals sponsoring friends or family members.273 It also screens out passive investors seeking to 
simply “buy passports”. 

Box 6: Canada’s Start-up Visa Programme 

Canada's Start-Up Visa Programme targets immigrant entrepreneurs “with the potential to build innovative 
companies that can compete on a global scale and create jobs.” 

An applicant who can get support for their start-up from a designated Canadian organisation can immigrate 
to Canada. To be eligible to receive a start-up visa, applicants must: 

- Prove their business venture or idea is supported by a designated organization (by providing a letter of 
support from a designated angel investor group, venture capital fund or business incubator programme); 

- Meet language requirements (an ability to communicate in either French or English to a minimum 
standard); 

- Have sufficient funds to settle and provide for the cost of living prior to earning an income; and 

- Meet standard immigration admissibility criteria (including those related to health, criminality and 
security). 

Applicants supported by a designated Canadian venture capital fund must secure a minimum investment of 
C$200,000. Those supported by a designated Canadian angel investor group must secure a minimum 
investment of C$75,000. Applicants accepted into a Canadian business incubator program do not need to 
invest funds.  

The scheme has been designed to appeal to applicants who are unable to legally enter the United States, or 
who are disillusioned by aspects of wider United States policy (such as privacy/surveillance). Canada is 
already actively targeting prospective business migrants who are unable to gain access to the United States. 
As competition increases, this kind of “poaching” strategy is likely to become more common. 

Sources: http://www.cic.gc.ca/english/immigrate/business/start-up/ retrieved 19 March 2015; and telephone discussion with 
James McNamee and Albert Rosher at Citizenship and Immigration Canada, 10 February 2015. 

                                                           
271  https://www.gov.uk/tier-1-entrepreneur/overview.  
272  Sumption (2012), pp. 3-4. 
273  Sumption (2012), p. 4. 
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The problem with this kind of approach is that it is not easy to obtain investor backing. Most established 
businesses in the United States were not backed by official investors when they were start-ups.274 
Venture capitalists tend to lend to established entrepreneurs with prior business experience, or invest in 
businesses that are already established – the average age of a business receiving venture capital funding 
in the United States is about four years.275 While venture backing can be used to identify an elite tier of 
promising entrepreneurs, there are a limited number of applicants in this position. In New Zealand, the 
size of the angel and venture capital sector could be a constraint, although it would be possible to get 
around this by specifying approved investors from a wider – perhaps Australasian – pool. 

Can large-scale entrepreneurial ecosystems be created through encouraging migration? 

Some countries also seek to generate large scale cultural change through the actions of migrant 
entrepreneurs – anticipating that they will challenge a culture of risk-aversion, and provide knowledge 
and inspiration to local entrepreneurs. Chile has taken the most active approach in this area (see Box 7).  

Box 7: Start-up Chile 

Start-up Chile was designed to attract entrepreneurs with global ambitions, with a view to transforming Chile 
into Latin America’s innovation and entrepreneurial hub, and embedding a culture of entrepreneurialism in 
Chile.  

Chilean businessman Nicolas Shea founded the initiative in 2010 after seeing smart people being kicked out 
of the United States because they couldn’t get visas and thinking, “why not bring some of them to Chile?” 

Start-up Chile provides entrepreneurs with a six month work visa, work space, access to mentorship, and 
equity-free seed capital of US$40,000. Selected companies are expected to contribute to the local Chilean 
economy through recruiting talent and capital, and stimulate entrepreneurial awareness in Chile by sharing 
their expertise through talks and workshops.  

Start-up Chile has established 1057 start-ups and the programme’s 12th generation of companies joined in 
February 2015. It has produced a number of imitators, including Argentina’s Incubar and Start-up Peru. The 
financial cost to Chile has been substantial, including direct grants to companies of US$42.3 million over the 
past four years. 

Although the pilot included only foreign firms, the participation of Chilean companies has grown steadily over 
time, with the current intake including similar proportions (around a fifth) of companies from Chile and the 
United States.  

Sources: http://www.startupchile.org/, retrieved 19 March, 2015; Lennon and Magee (2014); Carmel and Richman (2013), The 
Economist (2012). 

 
While there has been no formal evaluation of Start-Up Chile as yet, the programme appears to have had 
limited impact in terms of creating local companies and jobs. After completing the six month program, 
Tech Crunch magazine reports that nearly 80 percent of entrepreneurs leave Chile, 34 percent of them 

                                                           
274  Sumption (2012), p. 4. 
275  Migreat (2014), p. 11; Sumption (2012), p. 4. 
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for the United States. Very few of the first 800 companies have received follow-on funding from outside 
investors.276  

In part, this reflects the state of the Chilean entrepreneurial ecosystem, which lacks the resources young 
companies need between completing Start-Up Chile, and accessing venture capital. Recognising this, 
Start-up Chile has recently launched its SCALE follow-on fund which provides approximately US$100,000 
to start-ups which are generating revenue and need extra capital to grow in Chile and expand to the rest 
of Latin America. Recipients must contribute 30 percent matching funds and remain in Chile for a further 
year.277  

The Chilean government is more positive about the programme’s impact on fostering 
entrepreneurialism and countering Chile’s traditionally risk-averse culture, although an initial 
assessment found that Chilean and foreign entrepreneurs did not forge as many links as expected.278 

New Zealander Jared Broad co-founded QuantConnect, a company designed to democratize the tools 
that banks and hedge funds use to develop trading algorithms, which is incorporated in Chile. In addition 
to the capital and networking support, Jared says Start-Up Chile participants value Chile’s lower cost 
structure. In Jared’s case, access to low-cost, high-quality engineers has greatly reduced his burn rate 
and created more time for him to build his business. But as with many other Start-Up Chile participants, 
these advantages would not be sufficient to keep QuantConnect in Chile if Jared could get permanent 
residence in the United States.279 

Determining successful outcomes: criteria for and timing of granting permanent residence 

A final challenge when designing migrant entrepreneur policies is deciding how to determine a 
successful outcome, and in particular, how quickly successful entrepreneurs should be able to gain 
permanent residence. Tight criteria with short achievement times will weed out unsuccessful 
businesses, but can create perverse incentives to shape business plans around immigration 
requirements rather than actual business needs, and may also penalise businesses that just need more 
time to get established. In contrast, criteria that are too loose can lead to too many low-value 
businesses with a permanent right to remain.  

Some countries (including the United Kingdom and Australia) measure economic impact through job 
creation, and require companies to create a certain number of jobs within a specified timeframe. Other 
countries have more flexible approaches. New Zealand allows economic impact to be demonstrated via 
creating jobs, exporting, creating a new product or service, or revitalising an existing business, whereas 
immigrant entrepreneurs in Ireland must maintain an operational business. 

As Table 1 shows, New Zealand does not grant residence to large numbers of people via entrepreneur 
routes. Some business migrants are making very significant contributions to New Zealand’s economic 
performance, while others are not. The key question for policy designers and administrators is the 
extent to which it is possible to determine which category people are likely to fall into ahead of time. 
Box 8 shows just how challenging this can be in practice. 

                                                           
276  Lennon and Magee (2014). 
277  www.startupchile.org.  
278  Carmel and Richman (2013). 
279  Telephone interview with Jared Broad, 2 February 2015. 
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Box 8: Lessons from the operation of the United Kingdom’s Tier 1 Entrepreneur Visa 

  
The United Kingdom’s Tier 1 Entrepreneur Visa was introduced in 2008 to enable overseas entrepreneurs to 
enter the United Kingdom to start, extend or take over a business. Applicants are awarded points for 
investment, maintenance funds and language. 

Applications increased dramatically (by 3400 percent) over the first 4 years, with a large jump in 2011 
following the phasing out of the Post-Study Work visa. In response, the Home Office introduced a “genuine 
entrepreneur test” to assess the business credibility of applicants and to ensure their funds were legitimate. 
By the third quarter of 2013, more than half of all applications were rejected, many on the basis that they 
included cookie cutter business plans and recycled funding. With the large increase in applications came 
greatly increased processing times. 

Processing delays led to missed business opportunities for genuine applicants who had surrendered their 
passports. In seeking to filter out fraudulent applications, such as those from wealthy individuals sponsoring 
a friend or family member, the Home Office requires evidence that is challenging for a start-up to provide. 
As migrant lobby group Migreat explains: 

“Alex, a young Australian national who resides outside of the UK, is a Seedcamp winner and 
co-founder of a leading web-platform. The company has raised two successful rounds of 
funding for a total investment of £1.7 million. Despite his proven business acumen, his visa 
application has been stalled for months.  

To date, the company has contracted three lawyers to collect the documentation from his 
investors and banks. Alex is working remotely from Australia and “commuting” on a short-
term business visa while his team tries to obtain the proper letters from Venture Capital 
(VC) firms and banks. Alex’s co-founder describes their frustration: “VC firms are extremely 
busy and impatient. They usually prefer to avoid wasting time on legal procedures ... with 
banks … the result is the same; so far Alex’s demands have been refused by eight banks.”” 

The option of obtaining a minimum £50,000 investment from trusted investors is designed to reduce 
fraud, but is almost impossible to meet in practice. Access to venture capital is difficult to obtain for 
immigrants outside the UK. The six month prospective entrepreneur visa is designed to get around 
this problem, but it is rare for a company without revenue to access venture capital within six 
months. And while the limits (£50,000 and £200,000) are generally seen as appropriate given the 
costs of starting a business, especially in London, they are too high for tech start-ups, which have 
lower infrastructure-based costs.  

Sources: Migreat (2014), pp. 9-11; and www.seedcamp.com. Seedcamp is a pan-European London based accelerator 
launched in May 2007 by a group of 30 European investors. 
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Implications for entrepreneur policy design and administration 

The outcomes of entrepreneurial activity are inherently unpredictable. While successful entrepreneurs, 
migrant or otherwise, can transform economic outcomes, it is difficult to identify the people who will be 
successful ahead of time. Ideally, entrepreneur policy should aim to provide access to a large enough 
pool of credible contenders to make success a possibility. But entrepreneur numbers should not simply 
be expanded for the sake of it.  

It is probably easier to filter out people who are unlikely to make an economic contribution than it is to 
recognise those who will. Current and past business policy settings have granted residence to small 
numbers but high proportions of migrants who have had small economic impacts. In a living standards 
framework, wider contributions such as increasing cultural diversity and being good citizens are valuable 
to society, but a policy designed to create economic impact should be judged on this basis.  

New Zealand could do more to limit the extent to which residence is granted to people who enter on 
economic grounds, but are unlikely to improve economic performance.280 One way of doing this would 
be to consider identifying low-value industries or sectors (which would reduce points), alongside high 
value industries (which provide extra points). 

Despite the many challenges involved with identifying and attracting high value entrepreneur migrants, 
the potential upside makes the effort worthwhile. This is an area where there is creativity and frequent 
change in policies in other countries. Many of our competitors are designing entrepreneur policies that 
explicitly respond to the opportunities created by current US policy settings, which make gaining entry 
extremely challenging for migrant entrepreneurs.281 New Zealand could do the same.282 

Although other proxies for potential entrepreneurial value are harder to measure than amounts 
invested or time spent in New Zealand, it is worth experimenting with alternatives that avoid some of 
the limitations of these approaches. Successful entrepreneurs and philanthropists like the Monahan 
brothers can add enormous value, but may find Entrepreneur Work Visa residence requirements 
constraining. Highly successful future entrepreneurs may present with more gumption and ideas than 
capital in the early stages of a venture, but getting them to build their businesses in New Zealand could 
be similarly transformational. Current policy does not provide entry “products” that make it easy for 
either of these groups to contribute to New Zealand.  

The UK’s recent experience shows how policy change and experimentation can sometimes lead to 
unanticipated negative effects, including rapid increases in low-value applicants. Both emerging 
problems and emerging opportunities benefit from quick responses. But with a policy area as sensitive 
as immigration, both public consultation and Ministerial control are important.  

  

                                                           
280  As noted earlier, this point does not refer to partners and children accompanying primary applicants, or to migrants entering on 

humanitarian grounds. 
281  Sengupta (2013) describes how Canada is aggressively targeting US-based start-ups unable to gain permanent residence in the United 

States with its Start-up Visa (see Box 6). 
282  Richard Bedford points out that it would be worth seeking to understand better why these countries have done this before adopting the 

sorts of policies they had earlier. What has made them go cold on high-skilled talent? Is this talent not delivering the productivity gains 
that they expected? (Telephone interview, 6 April 2015). 
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In response to this, Canada has developed an interesting approach which enables constrained policy 
experimentation. Section 14.1 of the Canadian Immigration and Refugee Protection Act (IRPA) enacted 
in 2012 provides legislative authority to create “pilots”. These provisions allow economic programmes 
only (that is, economic “classes” as defined by s. 12(2) of the IRPA) to be created through Ministerial 
Instructions instead of regulations (which involve a lengthier and more complex process). These 
Ministerial Instruction programmes are also limited by these provisions in significant ways:  they are for 
a maximum five years in duration (which cannot be extended), after which they must be formally 
enacted through regulation (assuming the government wishes to retain them) and a maximum of 2750 
applications can be processed per year.283 The “Start-up Visa” discussed in Box 6 was the first program 
created under this new authority. While this is a sensitive issue, and would involve a number of design 
and administrative challenges, it is worth exploring whether a similar constrained approach to 
experimentation and evaluation could work in New Zealand. 284  

No country has yet designed anything close to a perfect entrepreneur policy, but experimentation and 
adaptation are producing some very interesting ideas which could provide inspiration for New Zealand. 
For example, while the original Start-up Chile is relatively resource-intensive because of the subsidy 
component, other elements of the programme (such as offering visas to teams who win a competitive 
“pitching contest”) could be modified for use in New Zealand at relatively low cost. Since every approach 
has its flaws, and change often leads to unintended consequences, it is important to review the impacts 
of entrepreneur policy regularly and respond quickly when necessary.  

6.7 Summary of policy recommendations to improve business migrant policy  

1. Increase the economic benefits investor migrants bring to New Zealand, through increasing 
investment thresholds for Investor and Investor Plus, and targeting individuals with greater financial 
flexibility (p. 61). 

2. Encourage and support more active investment both through policy design, and by supporting 
investors on the ground once they arrive in New Zealand (p. 61). 

3. Evaluate whether processing times can be improved for high value investor migrants through cost-
recovery based priority processing (p. 61). 

4. Evaluate processing approaches to reduce the risk of application backlogs over time (for example, 
the use of expression of interest tools and vetoes to filter out low-value applicants (p.61).  

5. Encourage greater use of “smart capital”, including by helping migrant investors develop New 
Zealand-specific knowledge and networks (p. 62). 

  

                                                           
283  Email interview with James MacNamee, Citizenship and Immigration Canada, 28 April 2015. 
284  Short-term experimental policies which change frequently are likely to be more expensive to administer, and can carry greater political 

risk. There are a range of possible design permutations (such as capping entry numbers, or experimenting with time limits to promote 
“fast fail”), within which suitable selection criteria would need to be determined (options include first in-first served, balloting, or seeking 
third party approval). Evaluation can be challenging (What constitutes a control? How long should a business run for before “success” or 
otherwise is determined?). The potential for successful expansion may be limited, especially if the initial trawl succeeds in identifying the 
most promising candidates. 
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6. Encourage policy experimentation, regular re-evaluation and if necessary, adaptation to ensure 
entrepreneur policy remains globally competitive (p. 68).  

7. Actively recruit high value entrepreneurs who may not be able to get residence in their first choice 
country (p. 68). 

8. Experiment with new immigration “products” to make it easier for both established entrepreneurs 
and potentially high value entrepreneurs with limited experience and/or capital to contribute to 
New Zealand (p. 68). 

9. Explore the possibility of creating a framework for constrained pilot programmes (p. 69). 
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7. The role of the New Zealand diaspora in improving economic performance 

7.1 Overview 

This chapter sets out theory and evidence on the roles a country’s diaspora can play in improving 
economic performance.  Diasporas themselves are hard to define and measure, and so are their 
economic contributions. However, there is growing agreement, spearheaded by work done by the 
World Bank and others, that governments can play an important role in deliberately fostering diaspora 
engagement by providing a framework to bring together skilled and talented diaspora members. 
Potential diaspora contributions are likely to be enhanced by access to a more diverse range of possible 
countries of residence. 

International experience suggests there is value in governments getting involved in “engineering 
serendipity,” although the evidence suggests actually doing this on the ground is difficult.  The most 
successful approaches use a range of tools to engage people including inspirational networking events, 
social media, partnering with related organisations (such as agencies responsible for trade promotion, 
and Business Councils), connections services and larger scale projects or “big hairy audacious goals” for 
people to unite around. Some of the most effective results come about through deep relationships with 
narrow networks, as demonstrated by as ChileGlobal and GlobalScot, whose members have provided 
support and encouragement to businesses and successfully lobbied job-creating businesses to locate in 
their respective countries. 

Evidence from other countries suggests that there are many ways that the skills and connections of 
diaspora members can be used to contribute to home country economic development. Diaspora can act 
as “bridges” (connecting people and resources); as “antennae“(identifying new windows of opportunity 
and fitting them into local circumstances); and as mentors to their compatriots. There is also emerging 
evidence, discussed here in the form of case studies, of instances where members of the New Zealand 
diaspora are making important economic contributions, either spontaneously, or with the support of 
established organisations such as Kea and NZTE.  

One of the key challenges in trying to build on best practice elsewhere is that successful engagement 
and action depends on the specific interests and abilities of each country’s own diaspora. A necessary 
first step for New Zealand is to establish what these are in relation to the Kiwi diaspora. Without this 
information, it is not possible to sensibly prioritise potential government involvement with larger scale 
initiatives. There are some relatively low cost ways that this could be taken forward. The Kea App could 
be used to engage with some of the wider diaspora, or alternatively, it would be possible to engage 
initially with the much smaller numbers of diaspora in the World Class New Zealand Network.  

It is also important to focus on the potential liabilities a diaspora can create, as well as the substantial 
assets. Since diaspora (including former migrant residents) have many of the rights of current New 
Zealand residents, it is important to ensure that policy settings, particularly those around access to 
national superannuation, healthcare, and tertiary education, are calibrated in such a way that large 
numbers of returning diaspora would have manageable fiscal consequences.  
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The remainder of this chapter is organised as follows. Section 7.2 provides a definition of diaspora, and 
discusses some of the avenues via which diaspora members can have a positive impact on home country 
economic performance, and Section 7.3 provides a theoretical framework for thinking about this. 
Section 7.4 uses New Zealand and overseas case studies and examples to explore the contributions that 
diaspora can make through returning home, either “permanently” or while “circulating.” Section 7.5 
examines a range of ways that diaspora can contribute to improving economic performance irrespective 
of their location, including through structured networks and individual initiatives, and through 
philanthropy and other means. This section also illustrates some of the limits of government 
involvement through the examples of ConnectIreland and Red Caldas.  Section 7.6 explores the 
possibility of increasing diaspora impact by growing the range of country options diaspora have to 
choose from, while section 7.7 flags the possibility that as well as being a national asset, a large diaspora 
can also be viewed as a significant contingent liability. Lessons for New Zealand are summarised in 
section 7.8, and section 7.9 contains a summary list of ways to increase the contribution of the Kiwi 
diaspora to New Zealand’s economic performance.  

7.2 What is a diaspora and how can it influence home country economic performance? 

What is a diaspora? The OECD describes the concept as “relatively fuzzy”.285 A common thread in 
theoretical definitions is a sense of sentimental attachment to a specific country:  

“The diaspora from a given country… includes not only the nationals from that country 
living abroad, but also migrants who, living abroad, have acquired the citizenship of 
their country of residence (often losing their original citizenship in the process) and 
migrants’ children born abroad, whatever their citizenship, as long as they retain some 
form of commitment to and/or interest in their country of origin or that of their 
parents.”286 

The OECD also says members of diasporas cannot be easily counted in practice.287 This is 
reflected in a wide variety of estimates of the size of the New Zealand diaspora. More recent 
estimates suggest a range from around 800,000 to a million or more.288 Although measurement 
is confounded by the difficulties associated with tracking people once they have left a nation’s 
borders, there is a general acknowledgement that New Zealand’s diaspora remains very 
concentrated geographically, with the vast majority located in Australia, and sizeable clusters in 
the United Kingdom, and to a lesser extent, the United States and Canada.289  

                                                           
285  OECD (2012), p.3. 
286  European Commission (2005), p. 23. 
287  OECD (2012), p.3. 
288  Definitions used to count the New Zealand diaspora vary. Kea refers to a Borderless nation including a million or more New Zealanders 

and friends of New Zealand (which includes former residents as well as citizens outside New Zealand) - see www.keanewzealand.com. 
Spoonley and Bedford (2012), p. 97, refer to a diaspora of around 800,000, comprising around 500,000 New Zealanders and around 
300,000 of their children. The OECD (2012), pp. 16-18, estimates the New Zealand diaspora to be less than 500,000, but the OECD only 
counts “foreign-born persons [aged] 15+ by country of birth and their children who were born in the destination country,” and their most 
recent figures for all destinations are from 2000. 

289  Looking only at OECD destinations, and using the narrow diaspora definition from footnote 316 above, the OECD (2012), p. 198, reports 
that in 2005/06, 77.9 percent of New Zealand emigrants were located in Australia, 10.5 percent in the United Kingdom, and 6.2 percent in 
the United States. Kea’s membership numbers show a similar pattern. There are 72,338 Kea members in Australia, and 30,602 in the 
United States. There are also large numbers of Kea members in New Zealand (62,704). Reflecting a very successful membership drive 
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To date, evidence suggests that the New Zealand diaspora has had a reasonably small impact on New 
Zealand’s economic performance. This reflects the fact that most expatriate New Zealanders are located 
in culturally similar destination countries which already have extensive trade links with New Zealand, so 
the diaspora has had limited impact on exports.290 The available evidence also suggests the effect of 
outward migration on inward FDI is also small.291 

However, Treasury’s most recent working paper on international connections and productivity highlights 
a number of reasons to be hopeful that the future economic contribution of the diaspora could be 
greater. The paper reports that more than half of New Zealand emigrants are highly skilled, and 
emigrants mainly leave New Zealand for job opportunities. 292 New Zealanders who maintain personal 
links with New Zealand and a sense of shared New Zealand identity are more likely to bring positive 
spillovers to New Zealand.293 The connections of the diaspora can also increase economic performance 
through increasing “effective market size.”294  

It is also only relatively recently that attempts have been made to assess the diaspora’s impact on 
economic performance, and the composition and location of the New Zealand diaspora is changing 
rapidly. It is possible that larger effects exist which have not yet been widely documented and/or 
disseminated, and in particular, that the non- Pākehā diaspora may have had more impact than they 
have been given credit for. 295  

The aim of this chapter is to give readers a sense of the potential for diaspora engagement to contribute 
to improved economic performance in New Zealand, and to describe areas where intervention from 
government could be worthwhile. Much of the material used here is qualitatively different from that use 
in the previous sections, reflecting the nature of the evidence on diaspora engagement.  

As Newland and Plaza note: 

“The impact of diaspora engagement is difficult to assess, as it is inherently difficult to 
disentangle causation from correlation, and to quantify the impact of elusive goods like 
skills and knowledge transfers. What we know is that governments can do more to 
remove obstacles and create opportunities for diasporas to engage in economic 
development, by taking specific actions to understand where and who the diaspora 

                                                                                                                                                                                           
on Weibo, the largest concentration of Kea members is actually in China (125,348), and there are similar numbers of members in Hong 
Kong (29,983) and the United Kingdom (28,302).    

290  Hodgson and Poot (2010), p. 27. 
291  Kugler and Rapoport (2007); Driessen et. al. (2011); Foley and Kerr (2011). There is a stronger relationship been FDI and tertiary-

educated emigrants: Javorcik et. al. (2011); Kugler and Rapoport (2011). 
292  Blakeley et. al. (2009), p. 13. 
293  Gamlen (2005) and Gamlen (2007). 
294  Blakeley et. al. (2009), p. 11. 
295  In a study written for the Asia: New Zealand Foundation, Ho et. al. (2010), p. 28 note that numbers of New Zealanders in China began to 

reach significant levels in the mid-2000s, and that “the economic impacts of these groups have yet to be fully documented, examined or 
incorporated into sound policy” (ibid, p. 31). Another Asia: New Zealand Foundation study documents some small scale diaspora impacts 
in South Asia, including business arrangements supported by sister cities in New Zealand and India - see Didham (2010), p. 13. Richard 
Bedford believes the impact of young Asian scientists and entrepreneurs on the New Zealand IT sector warrants further investigation 
(Telephone interview, 6 April 2015). Mai Chen has also written about the role of the New Zealand born Chinese in developing links with 
China, see http://www.nzherald.co.nz/business/news/article.cfm?c_id=3&objectid=11219112. 
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populations are, build solid relationships with diaspora partners and facilitate their 
involvement in the country of origin, consolidate their sense of belonging, and build 
institutions to implement coherent diaspora engagement policies. We also know that 
diaspora policies work best when diasporas are engaged as full partners – in others 
words, when diaspora engagement is a two-way street.”296  

7.3 A framework for diaspora engagement  

World Bank economists Yevgeny Kuznetsov and Sonia Plaza have been instrumental in documenting and 
analysing wide ranging and diverse international experiences on the impact of diasporas, including on 
home country economic performance.297 

The roles played by diaspora in individual countries depend on the quality of home country institutions 
and the characteristics of the diaspora (including its size, sophistication, geographic concentration, skills, 
wealth and interests).298 These interact with other factors, including the kinds of preconditions discussed 
in relation to Israel and Silicon Valley in sections 4.2 and 4.3; and the kinds of diaspora engagement 
strategies countries adopt.299  

Kuznetsov describes the evolution of three broad approaches to diaspora engagement in the literature: 
encouraging physical return; leveraging networks of professionals and brain circulation networks; and 
using diaspora as bridges, mentors and antennae in indirect search networks.300 All three approaches are 
still commonly used, but rather than enticing people to return with financial inducements, most 
countries now focus on communicating their advantages to diaspora members.301  

The combined effects of these circumstances, factors and approaches are documented in an extensive 
case study and guidance literature which, along with colleagues at the World Bank and the Migration 
Policy Institute and elsewhere, Kuznetsov and Plaza have both contributed to and curated.302  

The World Bank’s seminal publication on diaspora networks recommends different diaspora 
engagement strategies based on the characteristics of the diaspora and country conditions.303 Under this 
taxonomy, New Zealand has a large, well-organised and sophisticated diaspora network, and excellent 
institutions at home. Thus, expatriates should be used as a key resource to transition New Zealand to a 
knowledge-based economy, and encouraged to form sophisticated return migration networks, and to 
return home.  

                                                           
296  Newland and Plaza (2013), p. 1. 
297  See for example Kuznetsov (2006) and Kuznetsov (2013b); Plaza and Ratha (2011), Newland and Plaza (2013). 
298  OECD (2012), p. 3. 
299  Kuznetsov (2006) p. 230. 
300  Kuznetsov (2006) pp. 230-31. The OECD (2012), p. 3, notes that Governments can facilitate diaspora involvement by supporting 

communications channels and networks. The main players in search networks are diaspora who have become key executives in 
companies and who can use their networks and influence to facilitate diaspora entrepreneurship (ibid, p. 27.) 

301  For example, see Marks (2006) and Britten-Kelly (2011) for a discussion related to South Africa, which is having some success with a 
strategy that combines providing accessible public information on careers and opportunities with “warts and all” peer-to-peer 
encouragement. 

302  The most recent comprehensive handbook on diaspora engagement strategies is that written by Agunias and Newland (2012). 
303  Kuznetsov (2006), Table 11.4, p. 234. 

 

 

 



 

Treasury:3227451v2 77 
 

While these are sound policy prescriptions, focusing only the experiences of countries with favourable 
domestic conditions unnecessarily limits the potential to learn from others. In addition, there is value in 
understanding the contribution of diaspora engagement which evolves organically.  

Follow up work by Kuznetsov advocates an indirect or pragmatic approach to diaspora engagement: one 
which focuses on leveraging a small number of intrinsically-motivated high-achieving movers and 
shakers; facilitating partnerships between diaspora groups and local reform-minded agencies; and 
supporting a small number of high-quality diaspora projects that fit specific local circumstances. 304  

7.4 Improving economic performance through return or circular migration 

Since emigration has negative economic effects (section 3.2), the simplest policy response is to 
encourage emigrants to return. Most countries now recognise the limits of this approach: if a country’s 
characteristics are not sufficient to attract people back permanently, exhortation and financial 
encouragement generally have limited effect (although countries which are determined and prepared to 
spend a lot of money can sometimes get results). 305  

For example, the Korean Institute of Science and Technology was created in an attempt to lure scientists 
and engineers back home to create new industries in South Korea. As the Korean economy rapidly 
industrialised, repatriated talent was used effectively in leading chaebols (family-controlled 
conglomerates) and played a significant role in the development of Korea’s electronics and high tech 
industries. Repatriation benefits were generous and included relocation expenses (airfares for the 
repatriates and immediate family members, and door-to-door moving expenses), free new, Western-
style housing, overseas travel, subsidised educational costs for children, and subsidised transport. Roles 
were also highly appealing – repatriates were given key leadership posts, optimal research autonomy, 
independent research lab facilities and support staff, and well above market incomes.306 Despite this, 
flows of returnees were quite limited: between 1968 and 1980, 130 Koreans came home permanently 
and a further 182 returned temporarily.307 

Although policies designed to entice people to return have largely fallen out of favour outside the 
People’s Republic of China and Taiwan, where they continue to be very important strategies in building 
scientific and industrial capacity, diaspora members returning home voluntarily can facilitate economic 
development at home in a number of ways, including through direct contributions such as starting or 
expanding businesses, investing, and improving domestic institutions and business practices.  

Leveraging international experience in home country business operations 

There are many well-documented international examples of returning and circulating diaspora starting 
or developing businesses which have transformed aspects of their local economies. Diaspora with 
international experience can provide deep knowledge of market opportunities and understanding of what it 

                                                           
304  Kuznetsov (2013a), pp. 17-18; Kuznetsov and Freinkman (2013), p. 309. For example, a ChileGlobal member established an internship 

programme to expose Chilean engineering students with excellent problem solving skills but weak management capabilities, to 
Californian management practices.  

305   Lee and Saxenian (2013), pp. 273-80. 
306  Yoon (1992), p. 14. 
307  Lee and Saxenian (2013), pp. 275. 
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takes to succeed offshore. For example, sections 4.2 and 4.3 describe how people relocating from Israel, 
Taiwan and India to Silicon Valley catalysed the development of technology sectors in those countries.  

Box 9 describes how Bridget Coates has leveraged her extensive New Zealand and international business 
experience to launch natural food company Kura Nutrition, and shows the value she places on international 
connections. 

Box 9: Leveraging global perspectives and experience - Bridget Coates 

White Cloud Dairy Innovation Ltd. Chief Executive Bridget Coates was previously a partner at private New 
York investment firm, 212 Equity, and has recently established a female-focused New Zealand angel 
investment fund, ArcAngels, which backs women entrepreneurs. She has been on the boards of the NZ 
Superannuation Fund, SkyCity, Fisher & Paykel Appliances Holdings and Kea New Zealand, and was the 
founding Chair of The Icehouse business incubator. Bridget previously chaired the NZTE US Beachhead 
program, supporting the entry of Kiwi businesses into the US market. She was recently awarded the New 
Zealand Order of Merit for her contribution to business.  

Bridget’s latest start-up, Kura Nutrition, is focused on the production and marketing of branded New Zealand 
protein smoothie powders, currently selling through US natural retail channels including Whole Foods SW 
and Sprouts. Living and working in the US, Bridget recognised the demand for clean, high quality New 
Zealand-sourced food products. US consumers are actively seeking animal products (meat, dairy, fish) which 
offer a pasture fed, GMO free, hormone free and antibiotic free provenance as they increasingly reject the 
industrial agriculture model as commonly practised in the US. There are few New Zealand expats or other 
consumer facing companies in this space, and Bridget pays tribute to the NZTE staff in the US market who 
have provided useful introductions and support during Kura’s early days in the market. 

Bridget says the importance of strong global connectedness and collaboration, and of links into offshore 
business networks are particularly critical for New Zealand businesses as they internationalise. “The 
imperative to add value to our primary products intrinsically requires deep knowledge and sophisticated 
relationships offshore, as our companies develop the right products to meet specific consumer requirements, 
recruit high performing experienced staff and identify the right advisors and business partners, distributors 
and brokers. Without strong international networks, global expansion becomes even more costly and risky 
than it would otherwise be, and our businesses are seldom prepared for these challenges.” 

“Often our consumer products companies head offshore to sell the products that they have developed in 
New Zealand with the same approaches to the market that they are familiar with, instead of approaching the 
offshore market with a sense of humility and an open mind. Our knowledgeable expat community can be 
extremely helpful for new arrivals.” 

Source: Email interview with Bridget Coates, 31 March 2015. 

Bridget’s experience parallels the approach taken by members of the Indian diaspora who returned 
home from Silicon Valley to start software businesses. While there were far greater institutional 
challenges in India, in both cases, it is the combination of deep local knowledge and deep understanding 
of global markets and networks that enabled the development of successful business opportunities 
exploiting readily available domestic resources. A variation on this approach with great potential impact 
is when people who have emigrated to New Zealand return to their country of origin and leverage their 
knowledge and understanding in business operations there (see Box 10). 
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Box 10: Returning migrants leveraging New Zealand experience at home - the Butt family 

In 1991, K.C. Butt and his family arrived in New Zealand as business migrants. Passionate about natural 
health, K. C. predicted that rapid increases in living standards in Hong Kong and China would lead to rising 
demand for natural products from New Zealand. 

Although the Butt family loved their New Zealand lifestyle, K.C. retained strong business interests in Hong 
Kong. When he encountered Comvita, a natural health and beauty products company founded in New 
Zealand in 1964, K.C. saw an opportunity to introduce its high quality products, including mānuka honey, to 
Asian markets.  

In 1993, K.C. established Greenlife Ltd. in Hong Kong to distribute Comvita products and a selection of other 
high quality natural and organic products. Hong Kong became Comvita’s regional and logistical hub for Asia 
and the gateway to mainland China.  

There were many challenges in the early years, from cultural misunderstandings to fundamental language 
problems. Some key relationships were built using translations from former Hong Kong residents living in 
Auckland who could also speak Chinese.  

K.C. says the lack of consumer understanding about Western style health supplements was a problem 
initially. Traditions of using natural products and foods as medicines date back thousands of years in Asian 
cultures, but there is little scientific evidence to prove their efficacy. In contrast, Comvita’s natural health and 
wellbeing products are backed by credible scientific research, and this provides consumers with confidence 
that they are high quality, safe and effective. 

The 2003 SARS (severe acute respiratory syndrome) outbreak boosted consumer interest and led to Comvita 
products being sold in major pharmacy chains and premium supermarkets. 

K.C.'s son Ron attended university in New Zealand, and spent ten years working with ExxonMobil around the 
Asia Pacific region before joining Greenlife in 2005. In 2007, Comvita acquired Greenlife Ltd. and Ron became 
Comvita's general manager for the Asia region, including Taiwan and Japan. At the time, 90 percent of 
Greenlife’s product portfolio came from Comvita, and the company had an annual turnover of NZ$7.6 million.  

In 2012, Ron received one of twelve New Zealand Prime Minister's Business Scholarships designed to build 
business capability and enhance New Zealand's opportunity for growth by developing skills in management 
and international business leadership, which he used to attend a course at the INSEAD Business School in 
Singapore. 

Ron and his family live in Hong Kong but hope to eventually make New Zealand their permanent home: 
“I have benefited greatly from living and studying in New Zealand and learning to understand the Kiwi culture 
and values, which have assisted in the success of the Comvita brand in Asia. New Zealand's own brand is seen 
as representing quality, innovation and integrity and that further enhances Comvita's premium brand.” 

Sources: http://www.nzcta.co.nz/chinanow-profile/1501/nzcta-comvita-profile/; Ho et. al. (2010); and 
http://www.sunlive.co.nz/mobile/news/35998-asian-consumers-value-kiwi-quality-integrity.html 
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Improving domestic institutions, industries and business practices 

Returning diaspora can transform economic outcomes through creating or improving domestic 
institutions. Some diaspora impact analysis focuses on the transformational impact of overseas-trained 
diaspora members returning to high level political and economic advisory posts. For example, Africans 
and Indians educated abroad in democracies were instrumental in guiding their countries to 
independence and setting up post-independence institutions, and improving the efficiency and 
transparency of domestic institutions.308  

Overall, New Zealand has very high quality institutions.309 This means the potential benefits diaspora 
engagement can bring to New Zealand institutions are of a different order of magnitude, but still 
important. 310  

For example, Bridget Coates (see Box 9) is also a Director of the Reserve Bank and a member of the 
University of Auckland Business School advisory board. She currently lives in both Auckland and New 
York and believes strongly in the value that global perspectives and capabilities can create for New 
Zealand boardrooms and management teams. “It is really encouraging to see the flow of expat New 
Zealanders contributing to New Zealand companies as Directors or advisors especially for those 
companies seeking to access offshore distribution channels or enter into global partnerships. Many of 
our expats have highly valuable and specialised expertise and networks, and understand fully the 
nuances of their industries in different foreign markets.”311  

Returning diaspora have also transformed individual industries. For example, low-skilled migrants 
returning to Morocco from France after mass layoffs self-organised and pooled redundancy-based seed 
funding in order to bring electricity to their region of origin. What had been considered intractable 
technological limitations were overcome so successfully that they eventually led to significant reforms 
to national electricity provision in Morocco.312 

Diaspora can challenge and change domestic business practices, too. Familiarity with the home country 
(and affection for it), coupled with the different perspectives and knowledge that time away and 
international experience bring, provides a powerful combination which has the potential to transform 
the way business is done (see Box 11).313  

 

  

                                                           
308  See Faller and Freinkmann (2013), pp. 105-6 for a discussion on Africa, and Kapur and Gupta (2013), pp. 74-5 for a discussion on India.  
309  New Zealand is ranked first in the world on this dimension in the most recent Global Competitiveness Report – see World Economic 

Forum (2014), p. 17. 
310  A further upside of having smaller scale problems is that the level of contribution required to fix them is smaller. Rather than needing to 

dedicate years of their lives to creating and embedding new institutions, expatriates can make a difference contributing on a part time 
basis, or on short term contracts. This greater level of flexibility opens up the possibility of leveraging impact from a diverse range of high 
people who may have other commitments. 

311  Email Interview with Bridget Coates, 31 March 2015. 
312  Kuznetsov (2013c), pp. 156-7. 
313  Overseas experience is not a prerequisite for high productivity. The wide range of valuable experience available at home and abroad, and 

the wide range of reasons people have for staying, going, and returning, mean anyone can be highly productive.  
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Box 11: Raising the ambition of New Zealand businesses - Phil Veal 

Phil Veal returned to Wellington in 2014 to take up a role as CEO of Rangatira, an investment fund that 
invests in middle market New Zealand businesses, including Hellers, Tuatara, and Rainbow’s End. He is also 
the Global Chair of Kea, New Zealand’s global business network.  

During more than 20 years overseas, including stints in London and New York, Phil worked with the boards of 
and directors of companies including Citihub, Cognizant and GE. 

As a recent returnee, Phil has limited experience at both the operating and board level of New Zealand 
companies. But he has noticed big differences between the level of ambition of businesses in New Zealand 
and the United States, and their different approaches to governance. In a recent speech to the Institute of 
Directors in Wellington, Phil highlighted several areas where he thinks New Zealand needs to do better. 

In the United States, Phil points out that activist investors challenge boards to keep honest, and focused on 
ensuring great capital allocation. It’s not enough to have good processes, effective compliance, and 
supervision: boards need to be strategic and focused on value. 

Boards need to stay connected to their customers to understand their needs. Phil is a big fan of getting out 
and about, and wants to see more boards doing this. He mentioned the example of David Hiscox’s Board of 
Directors at ANZ New Zealand, which holds at least one meeting a year in a regional branch so they can see, 
listen to and talk to customers. 

Board members also need to get to know each other as individuals, so they can work effectively as a team 
and understand who is responsible for covering which functions. Phil is also a big advocate for board 
diversity, because it drives diversity of thought, and leads to demonstrably higher returns. 

Phil sees economic power moving away from resource extractors to solutions providers, and says this means 
New Zealand needs to keep moving from wholesale business models (such as Fonterra) to retail models (like 
Xero and Vend). In order to improve productivity, boards need to measure productivity per dollar of capital 
employed, consider acquisitions as a legitimate use of capital, and ensure appropriate levels of business 
capitalisation. 

To succeed, New Zealand needs to compete in business as well as we do in sport. Phil’s vision is for New 
Zealand to build true multinational firms that invest offshore, utilise assets offshore, and generate returns 
offshore for New Zealand investors at home. 

Source: Speech to the Institute of Directors, Phil Veal, 25 March 2015. 

Note that not all diaspora contributions to improving institutions and business practices necessitate 
permanent return. In Taiwan, highly-skilled first-generation immigrant professionals employed in 
technology industries in the United States were instrumental in persuading their home country 
counterparts to develop a venture capital industry. The concept of venture capital was deeply foreign in 
Taiwan, where business financial affairs were closely controlled by family members. By institutionalizing 
the separation of ownership and control, Taiwan’s venture capital industry helped promote the 
introduction of modern financial and management skills, which contributed to the development of 
Taiwan’s successful semiconductor industry. Although some members of the Taiwanese diaspora 
travelled home to help persuade their compatriots, the industry was transformed without significant 
permanent return migration. 314 

                                                           
314  Saxenian and Sabel (2008). 
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Patterns of increasing circular migration reinforce the increased willingness of both employers and 
diaspora members to consider potentially high impact short-term postings which leverage specialised 
expertise. These arrangements often involve people moving from the private sector to government roles 
and back again, and in some cases enable diaspora to contribute while maintaining permanent bases in 
more than one country. Claudia Batten’s recent appointment to New Zealand Trade and Enterprise’s 
North American team is an example of this approach. 

Box 12: Providing tactical support and encouraging collaboration - Claudia Batten 

Entrepreneur Claudia Batten has spent over 15 years in the technology sector. She was part of the founding 
team of Massive, a first of its kind network for advertising in video games which was sold to Microsoft in 
2006. In 2009, Claudia co-founded Victors & Spoils, the first advertising agency built on the principles of 
crowdsourcing. French company Havas bought a majority interest in the agency in 2012. 

In 2014, Claudia was the youngest ever recipient of the prestigious “World Class New Zealand Supreme 
Award” in recognition for her achievements and her work stimulating the entrepreneurial ecosystem in New 
Zealand. Claudia is a regular speaker on digital innovation, digital media and building businesses for the 
future.  

Claudia was recently appointed as Regional Director for New Zealand Trade and Enterprise’s North American 
team. This is an exciting opportunity to make a big impact, and Claudia wants to inspire others to consider 
the kinds of substantive changes they could achieve by fully focusing their energy and leveraging their 
experience during similar short/time limited engagements. 

Claudia’s contribution to diaspora engagement began with relatively loose contact with NZTE’s Beachhead 
programme in 2007. Following the sale of Victors & Spoils, Claudia used her increased capacity to do more, 
joining the board of business incubator The Icehouse as a “phenomenal start up system” began to emerge in 
New Zealand. 

Based on her US experience, Claudia has been able to provide focused, tactical, on-ground support to New 
Zealand businesses as they grow and prepare to engage on the world stage.  

Rather than a brain drain, she views the expertise of expatriates as the biggest asset New Zealand has: 
“We’re a small, isolated country, a prime place to export digital brilliance. Kiwis go offshore and, especially in 
the US, seem to climb to the top of industry. That’s why you’ll find us high up in places like Walmart, Equinox, 
Coke and Google: we know how to deliver on the international stage.” 

Claudia sees two main problems holding New Zealand businesses back in the United States, and she has a 
plan to work on both of them. The first is that Kiwi businesses as a rule can lack readiness needed to survive 
and thrive internationally, notably not putting their best foot forward in marketing. The second is the Kiwi 
cultural tendency to do stuff on our own: “We can be shockers at collaborating.”  

The way to solve both of these issues is by building and harnessing networks through Kiwis and Friends of 
New Zealand offshore. If you have the right knowledge and connections, you can make a massive impact in a 
very short time: "I have always been inspired by Sir Paul Callaghan's call to get New Zealand performing 
higher in OECD economic rankings, that is my number one KPI. To do that we need to play as a united team 
and we need to unify our outreach to the offshore Kiwis who can power our entry into a new market." 

As a serial entrepreneur, Claudia focuses on identifying best practice through an agile approach: “I want to 
build it, test it, and then work to scale it". Her plan is to collaborate with Kea and find ways to make it easy to 
connect with other smart, hard-working people and make stuff (not quite the word she used) happen.  

Source: Telephone Interview with Claudia Batten, 9 March, 2015. 
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7.5 Diaspora contributing from around the world 

There are many ways that diaspora can contribute to the development of their home country 
irrespective of their current location. This section examines both state-sponsored and individual 
network activity, philanthropy, and other potential roles for the diaspora. 

The role of networks 

As discussed in section 2.2, the scale and frequency of people flows is likely to continue to rise with 
increasing globalisation and declining travel and communications costs.315 Aikins and White (2011) 
explain how previously globally dispersed communities are now more interconnected and 
interdependent than ever, with increasing numbers of transnational citizens with permanent residences 
and business connections in both host countries and countries of origin. In this environment, “patterns 
of migration have changed in ways that strengthen the potential for diaspora engagement.” 316  

New Zealand was one of the first countries to recognise the potential for deliberate, rather than 
spontaneous, diaspora engagement. The Knowledge Wave conference in 2001, and the Prime Minister’s 
Growth and Innovation Framework launched in 2002, viewed the diaspora as potential ambassadors or 
sources of information that could enhance New Zealand’s innovation system, develop skills and talent, 
increase global connectedness, and focus government resources.317  

In addition to the examples discussed in section 7.4, where diaspora contribute directly to development 
in well-defined roles (for example as investors or business owners), the diaspora engagement literature 
has increasingly focused on the potential for expatriate talent to leverage change at home indirectly 
through the operation of networks. 318 

Kuznetsov likens these “third generation” diaspora networks to venture capital networks, in that both 
pool diverse expertise to provide seed support for innovation; and alumni networks, which translate 
benevolence into productive action.319 For all three types of networks to be successful, members tend to 
be both intrinsically and extrinsically motivated by participation; have an equity stake (financial, and/or 
reputational) in success or failure; and to unite around well-defined, catalytic objectives, rather than 
“business as usual.”320  

In these diaspora networks, members can act as “bridges” (connecting people and resources); as 
“antennae“(identifying new windows of opportunity and fitting them into local circumstances); and as 
mentors to their compatriots.321 Sustaining interest in diaspora activities requires tangible outcomes, 
and generating these is an ongoing challenge for diaspora networks, as the following section  
demonstrates.322  

                                                           
315  Poot (2015), p.1. 
316  Aikins and White (2011), p. 5. 
317  Office of the Prime Minister (2002). 
318  Kuznetsov (2006), p. 225 explains that the use of the term “indirect” reflects the fact that while expatriates open doors and make 

connections, someone else has to do the work.  
319  Kuznetsov (2006), p. 232. 
320  Kuznetsov (2006), p. 233. 
321  Kuznetsov (2006), p. 221; p 232. 
322  Kuznetsov (2006), p. 227. 
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National diaspora networks 

Along with a small number of others countries (Australia, Chile, Scotland and Ireland), New Zealand is at 
the forefront of exploring ways to actively leverage economic impact through the use of diaspora 
networks. 323 While all these diaspora organisations have evolved in response to the specific interests 
and needs of their members, they have similar missions (see Box 13) and tend to co-opt and adapt each 
others’ best practice.324  

Box 13: Mission statements of leading diaspora engagement organisations  

Kea is a global community of Kiwis and friends of New Zealand that exists to inspire, connect and enable a 
borderless nation of one million advocates, champions and storytellers for New Zealand.  

Advance is an inclusive community of global Australians designed to build entrepreneurial companies, create 
career opportunities, and inspire and empower other Australians and alumni through the exchange of 
knowledge and ideas. 

ChileGlobal is an international network of leading entrepreneurs, professionals and students from Chilean 
graduate (or "Friends of Chile"), who reside abroad and are interested in linking to contribute to and benefit 
from the development of Chile. 

GlobalScot is a diverse network of business leaders, entrepreneurs and executives with a connection to 
Scotland - and a strong desire to see Scottish businesses succeed locally and in the wider world.  

Global Irish network members have demonstrated a strong connection to Ireland and have a record of high 
achievement in international business or in assisting in the promotion of Ireland.  

Sources: www.keanewzealand.com; www.advance.org; www.chileglobal.net; www.globalscot.com; and 
www.globalirishforum.ie/GlobalIrishNetwork.aspx. 

The evolution of the Kiwi Expatriate Association (Kea) 

While ChileGlobal, GlobalScot and Global Irish were designed at the outset to be small, exclusive and 
business-focussed, Advance and Kea have always been more inclusive. Kea was established by Sir Stephen 
Tindall and Professor David Teece in 2001 to provide a vehicle for Kiwis living outside New Zealand to connect 
back home, and to change the mindset within New Zealand regarding expatriates, who were viewed as 
essentially gone and forgotten. Kea also had a social and support function, designed to help Kiwis in foreign 
cities connect.325  

Kea’s global network of more than half a million Kiwis and “Friends of New Zealand” has enormous 
reach and breadth. Since its earliest days, Kea’s focus on inspiring and engaging members and 
celebrating achievement has provided opportunities for members to connect organically. For example, 
Kea’s Inspire Series showcases outstanding Kiwi achievers, connects businesses to experts and shares 

                                                           
323  Countries including Paraguay, Finland, Wales, Germany and The Netherlands have recently sought advice on strategy from Kea. 
324  Ireland’s Global Irish Network was only formally established in 2010, so is not discussed at length here. Other examples of Irish diaspora 

engagement are discussed in Box 18 (The Ireland Funds) and Box  21 (ConnectIreland). 
325  Telephone interview with Sir Stephen Tindall, 24 February 2015. 
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knowledge on how to do business globally, and the World Class New Zealand Awards provide a premier 
networking opportunity.326  

It is hard to predict in advance exactly how the network will be able to assist, but there are many 
examples of it making a difference for Kiwi businesses.327 Although spontaneous connections can be 
valuable, Kea is working to increase the impact of connections by “engineering serendipity.” Kea’s app, 
launched in 2014, uses geo-locating software to enable users to find each other, New Zealand events, 
and New Zealand businesses more effectively, and Kea members are active on LinkedIn and social 
networks including Facebook and Twitter.  

The World Class New Zealand Network 

Kea is also continuing to develop the World Class New Zealand (WCNZ) network. This group of 385 of 
New Zealand’s most connected and globally influential people can assist through providing international 
expertise, market entry advice, mentoring, and more. The WCNZ model is similar to those of 
ChileGlobal, which has around 400 members, and GlobalScot, which has more than 600. From their 
inception, ChileGlobal and GlobalScot have always required members to be influential, recognised by 
their sector, motivated and prepared to contribute.328  

The WCNZ network has similar objectives, however because of its history, the involvement and 
commitment levels of members range more widely. In addition to members selected on a comparable 
basis to those of GlobalScot and ChileGlobal, the World Class New Zealand network has a significant 
proportion of heritage members selected for different reasons.329 Like similar narrow diaspora networks, 
the World Class New Zealand network has a large proportion of members based “at home” (see 
Figure 6). 

The idea of the World Class New Zealand Network being used an asset to promote New Zealand’s 
internationalisation emerged in 2012. In 2013, recognising that better quality, deeper connections can 
have greater influence and economic impact, Kea launched a Connections service designed to ensure 
that “there should be no such thing as a cold call for New Zealand businesses trying to achieve their 

                                                           
326  World Class New Zealand members such as FTSE 100 CEOs Ross McEwan and Mark Wilson, Sysdoc founder and director 

Katherine Corich, medical robotics surgeon Dr. Catherine Mohr, and Lanzatech co-founder Dr. Sean Simpson, have spoken at events in 
major cities including London, Auckland, Shanghai, Hong Kong, Sydney and Tokyo. 

327  For example, the reach of Kea’s network proved invaluable when Brooklyn-based DUB Pies used Kickstarter to raise funds to establish a 
food truck in New York City. 

328  This is taken seriously, as evidenced by GlobalScot’s membership declining from 800+ in 2011.   
329  The WCNZ network was started in the early 2000’s by New Zealand Trade and Enterprise (NZTE). New Zealanders and/or friends of New 

Zealand with specific skills that were in short supply in New Zealand were given the title of World Class New Zealanders and were flown 
home to tour the country and talk with relevant interest groups. In 2003, NZTE changed World Class New Zealand to an awards 
programme. The first award was given in 2003, and since then all award recipients – around 50 people – have automatically become 
members of the network. Shortlisted nominees were also invited to join. Until 2009, most network members were based in New Zealand.  

 When Kea took responsibility for the World Class New Zealand network in 2009, there were around 30 members, but very little network 
activity. Over the next three years, both membership numbers and member involvement increased. Members were asked to speak at 
events, or to mentor, and from time to time individuals were invited to join the Network because the management committee thought their 
connections and skills would be useful. 

 By 2013, the network had around 150 members. In response to a government performance target, Kea recruited and inducted a further 
180 or so members between July 2013 and June 2014. Since then membership growth has slowed down, and Kea is now focussing on 
finding members in specific sectors and locations. 
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global ambitions.” Businesses discuss their needs with Kea, which provides a shortlist of suitable people 
who could help.330  

Figure 6: Locations of current World Class New Zealanders  

 

Source: Kea New Zealand.  

Kea recognises the need to diversify the geographic location of the World Class New Zealand membership 
base in order to increase the potential benefits the network can provide, but the ability to do this is 
constrained both by Kea’s networks, and the locations of prospective members (see Figure 7).331 

                                                           
330  A $250 fee is charged, which both offsets costs and helps ensure applicants are serious. 
331  There would be value in Kea developing stronger partnerships with other organisations, such as the Asia NZ Foundation, which is playing 

a major role in strengthening New Zealand’s connections with Asian countries through leveraging diaspora links.   
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Figure 7: Current and prospective World Class New Zealanders  

 

Source: Kea New Zealand. 

The geographic concentration of the diaspora reflects people’s preferences, but it also depends on 
where people are able to go. Section 7.6 suggests longer term strategies for diversifying the potential 
location choices of the New Zealand diaspora.  
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Strategies for increasing impact of high value diaspora networks 

Stimulating demand, facilitating effective connections, and measuring impact are ongoing challenges for 
diaspora connections services which require active management and planning. Kea’s Connections 
service has made a promising start with some quick success stories, but the experiences of GlobalScot 
and ChileGlobal show it can take time to establish a reputation and gain momentum. 332  

In the early days, GlobalScot invited members to mentor companies and advise on sectoral strategies in 
order to generate success stories which could be publicised.333 Gathering and packaging success stories 
has enabled GlobalScot to track the benefits it creates in order to demonstrate its value. Annually, 
GlobalScots make over 600 connections that support businesses (though assisting high-growth start-ups, 
facilitating market access, and facilitating trade missions and learning journeys); leveraging contacts and 
expertise; and raising aspirations.334  

Packaging success stories to stimulate further demand has helped ChileGlobal to sustain members’ 
interest and involvement, and also to maintain high level political support. Monitoring transactions is 
complicated by confidentiality requirements, but there are ChileGlobal success stories on foreign direct 
investment, technology transfer, human capital development, innovation and business development. 
Key initiatives include facilitating and organising internships for young Chileans at member enterprises; 
mentoring Chilean entrepreneurs in new sectors, participating in expert meetings and offering lectures; 
providing advice on innovation; mobilising Chilean citizens living abroad; and establishing ventures in 
Chile involving expatriate business.335  

Kea has contributed to a similar range of activities on an ad hoc basis since it was established in 2001, 
but has only been formally tracking these outputs since the Connections service was established in 
2013. Unsurprisingly given the time it takes to develop and implement large scale initiatives, Kea’s initial 
success stories reflect “quick wins” rather than major impacts. 

The importance of effective partnerships 

The most effective diaspora organisations have strong partnerships and alliances with complementary 
organisations. Kea works closely with New Zealand Trade and Enterprise (NZTE), and, like Advance, also 
has a wide range of both public and private sector partners.  

GlobalScot (established in 2001) and ChileGlobal (established in 2005) have been operating focused networks 
for much longer than Kea, and this is reflected in some deeper, more developed partnerships. ChileGlobal has 
helped export promotion agency ProChile develop and expand its geographical nodes and operations, while 
ProChile commercial offices help identify potential ChileGlobal members. The Chilean Economic 
Development Agency (CORFO) provided initial funding for ChileGlobal and participates in seminars, 
workshops and member activities.336 

                                                           
332  For example, agricultural probiotic specialist BioBrew was connected to a Sustainable Supply Manager at McDonalds who provided 

mentoring and product validation; and silicon nitride nanofiber manufacturer Nuenz’s introduction to 3M’s research and development 
Head led to product testing.   

333  Macrae and Wight (2006), p. 210. 
334  Maciver (2011), p. 170. 
335  Pollack (2011), p. 153. 
336  Pollack (2011), p. 152. 
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In contrast, the Global Irish Network was only formally established in 2010, but it builds on extensive 
and active engagement with the Irish diaspora already undertaken by Enterprise Ireland and IDA 
(formerly Industrial Development Authority) Ireland.337 The Global Irish Network initially focussed 
activity in two key markets: North America and Asia, recognising that different approaches were 
appropriate in established and emerging markets, and that cultural differences could impact the way the 
network operated.338 

The World Class New Zealand Network’s connections to Kea create opportunities to build partnerships 
and leverage the goodwill of the wider network in creative ways. For example, Kea is in discussions with 
the Ministry of Foreign Affairs and Trade about building on Kea’s existing deep local relationships with 
New Zealanders to provide a solid global platform for MFAT posts to leverage. In this way, the broad 
network can be used to deepen connections. Kea is also working with a number of emerging “people 
flows” initiatives, including KiwiConnect (see Box 4) and Maximum ReturnTM (Box 16).  

Challenges for Kea and the World Class New Zealand network 

Looking ahead, there are several issues facing Kea in seeking to leverage greater economic impact 
through the World Class New Zealand network and the Connections service.  

The first is managing uneven levels of member motivation and engagement. While similar networks 
remove inactive members, the WCNZ network’s complicated origins mean this would be highly 
offensive. One way around this is to determine the level of contribution members are prepared to make 
going forward, and, in effect, manage the network as a two tier operation which prioritises engagement 
with members who have more to contribute. It is worth erring on the side of caution here, since a lack 
of prior engagement does not always reflect a lack of interest or capability, but sometimes indicates that 
suitable opportunities for a member to add value have not yet emerged. 

The second is developing deeper relationships with network members in order to facilitate more 
meaningful connections and contributions, potentially including through pilot diaspora projects. 
Compared to other focused diaspora networks such as GlobalScot, Kea directs less resource to managing 
relationships with World Class New Zealand network members.339 GlobalScot’s successes reflect both a 
clear and credible value proposition for diaspora members, and a deep understanding of their 
motivations and capabilities.340 Without this, it will be difficult for the Connections service to move 
beyond relatively superficial impacts. 

The third issue is that both current and prospective members of the World Class New Zealand network 
are geographically concentrated in New Zealand, Australia, the United Kingdom and the United States, 

                                                           
337  New Zealand has broad-base, low-rate tax policy settings designed to ensure that taxes bias decisions as little as possible, thereby 

promoting economic efficiency and growth – see Inland Revenue (2014). In contrast, Ireland adopts a more activitist approach to 
economic policy, with low corporate tax rates (12.5 percent) and generous R&D tax credits (25 percent), combined with subsidies to 
attract jobs, designed to attract FDI – see Box 21.  

338  Enterprise Ireland (2012), p. 2. 
339  Kea has the equivalent of 1.6 full time staff managing relationships with a 385-member network (one staff member for roughly every 240 

members). GlobalScot currently has the equivalent of 3-4 full time member support managers servicing a network of around 600 
members (so around one staff member per 150-200 members). In contrast, the accepted “rule of thumb” ratio for managing a major giving 
prospect list in the charitable sector is 70-100 people per relationship manager; and ANZ’s private banking operation has each adviser 
managing 60-100 people. 

340  Macrae and Wight (2006), p. 220. 
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and predominantly Pākehā. There are limits to the extent to which this can be changed in the short 
term: identifying more diverse prospective members in more diverse locations is only possible if there 
are suitable people living there. A stronger relationship management focus could support Kea in 
developing deeper partnerships with other organisations and networks with more diverse diaspora 
members. 

Finally, while “engineering serendipity” is important, the diaspora networks which have contributed to 
larger scale economic impacts tend to have wider functions as well. Some become part of everyday 
government management practice, relied upon for advice on in areas of expertise such as Foreign Direct 
Investment promotion, science, or technology.341 Others unite around a “big hairy audacious goal”342 - 
such as bringing a venture capital industry to Taiwan;343 or establishing a new Synopsys development 
centre in Santiago, and a targeted programming course at the nearby Universidad de Chile to produce 
the engineers needed to staff the centre.344  

In the absence of compelling projects to maintain member engagement members, networks have a 
tendency to “fizzle out.”345 A key question for Kea, having built the broad network, refocused the World 
Class New Zealand Network, and built the Connections service and the Kea app, is “now what?” How can 
this world-leading capability be translated into ongoing economic impact?  

An important first step is to engage with the diaspora and see what kinds of projects and initiatives they 
are most interested in taking forward. A relatively inexpensive way to pilot this approach would be to 
increase resourcing allocated to managing relationships with members of the World Class New Zealand 
Network, and experiment to determine the effects of greater engagement there. Similar “narrow 
networks” such as GlobalScot and ChileGlobal have used deeper relationships with the most engaged 
network members to catalyse high impact projects, such as those outlined above. Alternatively, the Kea 
App could be used to reach out to the wider network, again at relatively low cost. 

Building bridges and making connections through individual diaspora initiatives  

In 1999, AnnaLee Saxenian documented the activities of a large number of diaspora initiatives and 
networks in Silicon Valley providing a wide range of practical advice and support to members (see 
section 4.3). This section documents some examples of similar New Zealand diaspora initiatives.  

In the early stages of this phase in the United States, it was not apparent which particular groups and 
initiatives would turn out to have most impact down the line, or whether or how they would contribute 
to future development. Over time, as the careers and business experiences of participants developed, 
and relationships deepened, the support these groups provided evolved from simple information (for 
example, advice on job search or business planning) to active participation (as customers, business 
partners, investors and board members).   

                                                           
341  Kuznetsov and Freinkman (2013), p. 301. 
342  Aikins and White (2011), p. 73. 
343  Saxenian and Sabel (2008). 
344  Pollack (2011), p. 153. 
345  All the networks discussed here facilitate engagement with members through events such as conferences, leadership events, roundtable 

discussions and other activities. GlobalScot involves members in ministerial visits and outward trade and development activity, and 
ChileGlobal members provide expert advice to government. Advance and Kea both operate interactive media channels which celebrate 
diaspora success stories.  
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While it is too soon to tell if the same pattern will occur with the networks and initiatives established by 
New Zealand diaspora, it is encouraging to see a range of different examples emerging.  

Box 14: New York City’s Flat White Meetup  

Guy Horrocks co-founded Polar Bear Farm Limited, the world's first iPhone app company, and BSA 
Technologies Limited, which created a hardware and software prototype to take photos from a crime scene 
and piece the blood spatter back to a point of origin. 

Now CEO of award-winning mobile marketing innovator Carnival Mobile, Guy knows what it takes to try to 
succeed in the United States, and he wanted to help make the process easier for others. So together with 
Tina Dustdar, then at New Zealand Trade and Enterprise, Guy started a ‘Flat White Meetup’ group at Happy 
Bones cafe in New York in early 2013.  

The group of 50 or so Kiwis meets monthly over a flat white to share experiences and showcase success 
stories, and to form a sounding board to grow the New Zealand business community in New York City. 
Subsequent meetings have moved around, with the most recent held at SXSW in Austin, Texas. 

One or two speakers present for five or ten minutes, and there is a chance to mingle and talk after questions. 
Recent presenters have included photographer Henry Hargreaves; CEO of New Zealand incubator/investor 
and accelerator The Icehouse, Andy Hamilton; and Jamie Beaton, a young Kiwi entrepreneur behind elite 
graduate admissions firm Crimson Consulting. 

Craig Nevill-Manning (Director of Engineering at Google) and Ronnie Peters (360 Design) and Jared 
Richardson (The Velo Group) attend regularly, and Kea Chair Phil Veal “sends every start-up he comes across 
our way.” 

While focused, the group is open and welcoming, and not only about business. Along with valuable contacts 
and connections, newcomers can also find out where to get a good immigration lawyer, find accommodation, 
and how to get help navigating the US tax and healthcare systems.  

Having a close knit community of Kiwis from a wide variety of backgrounds and industries does more than 
provide a welcome oasis of people with familiar accents and a can-do attitude. Input from this network can 
help New Zealand brands enter markets and get set up more quickly, and prevent mistakes being repeated.  

Seeing the challenges and successes of other Kiwi entrepreneurs close up is also a huge motivator. Knowing 
that Xero has also struggled with getting US immigration approval for their founders helps put things in 
perspective. 

Sources: Participants at New York City Flat White Meetup, 27 February 2015. 

 
Flat White Meetups are quite narrowly focused around a group of New Zealanders working in (or 
visiting) New York. In contrast, Rebekah Campbell reaches people all over the world through her blog 
and New York Times column.  
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Box 15: Virtual mentoring - Rebekah Campbell 

Sydney-based ex band manager and now tech entrepreneur Rebekah Campbell is the Founder and CEO of 
Posse, a service that helps people gather and share their favourite real-world places. Posse recently merged 
with Beat the Q, and is developing a new app that will combine both companies’ strengths in discovery, 
ordering and payments. 

An entrepreneur since the age of seven, Rebekah has always had a desire to make a difference and to give 
back. She is on the board of a Bondi charity that runs the local homeless shelter and women’s refuge; 
volunteers at Club Kidpreneur, a programme teaching 8 – 12 year olds to start businesses; and regularly 
speaks to audiences as diverse as Young Entrepreneur clubs and Kea’s Inspire events. 

Rebekah also writes a widely-read column for the New York Times on entrepreneurship. Commenters 
struggling with their own start-up challenges say reading the column is like having a virtual mentor, 
motivating them to persist, seize opportunities to learn, project confidence and live their brand.  

In her column, and on her personal blog, Rebekah has written articles about practicalities such as building a 
board, fundraising, hiring, outsourcing, pitching and product design. She also writes about more personal 
issues such as networking as a self-confessed introvert, gender differences in leadership styles, motivation, 
integrity, the importance of being creative, tenacious and able to win people over; fear and failure; and 
celebrating success.  

Rebekah’s writing is frank and insightful, focused on reflecting on her experiences, seeking feedback from 
others, and sharing the real ups and downs involved with developing and running a start-up. One of 
Rebekah’s reasons for taking this approach was her “frustration with the almost relentless positivity on 
Facebook. Running a start-up is hard work, and it can be really lonely. Giving back through the blog and 
column is fun, but it’s also a rewarding way to connect with others, learn and make a difference at the same 
time.” 

Sources: www.rebekahcampbell.com; http://boss.blogs.nytimes.com/author/rebekah-campbell; Telephone interview with 
Rebekah Campbell, 12 February 2015.  

 
Rebekah and Guy share a desire to help others learn from their successes and struggles. Both benefit 
from the connections and advice that comes back – Carnival Mobile has partnered with Flat White 
participants, and Rebekah has received helpful advice on thorny business challenges. 

MaximumReturn co-founder Scott Cooper is similarly motivated by the potential for personal benefit (a 
rewarding future career in New Zealand) and the desire to give back to New Zealand. 
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Box 16: Maximum Return TM - Scott Cooper 

North Shore-born Scott Cooper runs Sandpit Lab, and along with Brit Lizzie Shupak and her Kiwi husband 
Peter Mandeno, is spearheading the Maximum ReturnTM initiative. 

Scott moved to London 17 years ago, entering the United Kingdom on a Working Holiday Visa and 
transferring to a Highly-skilled Migrant Visa on the basis of his income, postgraduate qualifications and a 
scholarship he received in Australia. A career marketing strategist, Scott has worked on both the client and 
agency side with brands such as Amex, HSBC, O2, Guinness and Unilever. 

In early 2013, Scott co-founded Sandpit Lab. The company’s mission is to accelerate technologies to enable 
the next generation of marketing, via R&D partnerships with the world's leading marketing organisations, and 
a start-up go-to-market infrastructure. The intention is to scale the model globally, with New Zealand being 
high on the target list for purely personal reasons. Like many successful New Zealanders living overseas, Scott 
dreams of moving back home for the lifestyle, but hesitates because he and his highly-skilled partner want 
challenging, rewarding careers as well.  

So, Scott has started talking to accelerators, incubators, martech (that is, technology used in marketing) 
start-up founders and export agencies in New Zealand with a view to connecting Kiwi tech with their global 
markets. At a recent meeting in Auckland, a senior executive at Sky NZ commented that Scott could more 
easily find martech start-ups in London. His response was: “I could, but I don't want to help them as much as I 
want to help Kiwis". 

Scott is also working on another venture designed to help local and expat talent find and mobilise behind 
opportunities in New Zealand. Based on an idea conceived by Lizzie and Peter Mandeno, Scott and his co-
founders are launching Maximum ReturnTM. Maximum ReturnTM is designed to provide an opportunity for 
ambitious and creative entrepreneurial types, somehow connected to New Zealand but not necessarily Kiwi 
or New Zealand-based, to develop traction and momentum behind opportunities that they would like to see 
realized. A small founding group has been established, and the first annual Maximum Return event will be 
run in New Zealand in January 2016, with community, infrastructure, projects and impact growing from 
there. 

Sources: MaximumReturn; Telephone interview with Scott Cooper, 11 February 2015. 

 
Much of the dialogue around the opportunities for New Zealand to advance through diaspora 
connectivity is focused on off-shore expats. Returnee Tracey Lee posits that just as diaspora members 
act as “bridges” (connecting people and resources); as “antennae“(identifying new windows of 
opportunity and fitting them into local circumstances); and as mentors to their compatriots,346 return 
migrants continue to act in this capacity. Lee suggests that New Zealand is missing important 
opportunities to harvest brain gain and connectivity from returning New Zealanders through a lack of 
recognition of returnees as a migrant group.  

                                                           
346  Kuznetsov (2006), p. 221; p 232. 
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Box 17: Returning Kiwi Launchpad - Tracey Lee 

Tracey Lee returned to New Zealand having spent a decade in New York and two years in Shanghai working 
as a Brand Strategy Director for international advertising agency networks TBWA/Chiat/Day and Bartle Bogle 
Hegarty, on global accounts such as Absolut, Diageo, Unilever and The Coca Cola Company (launching The 
Coca Cola Company’s first dairy offering in China), garnering global effectiveness awards for the impact of her 
brand repositionings and launches. 

When Tracey returned to New Zealand with her New Zealand husband, she was struck by the lack of 
infrastructure, dialogue and connectivity available to return migrants to a) ensure they ‘hit the ground 
running’ and facilitate their successful relaunch in New Zealand and b) harvest the international market 
knowledge and connections they had amassed while off-shore.   

“I was taken aback at the lack of collective knowledge about how to most adeptly navigate return migration, 
even as a conversation. There was definitely a pervasive ‘You’re home, how hard can it be?’ assumption, 
including among return migrants, exacerbating any return challenges they invariably experienced.” 

“Add to this the fact that despite the ready receiving networks when you move off-shore, return migrants are 
increasingly spending longer lengths of time and their working lives overseas and don’t necessarily have the 
social and business networks back in New Zealand to make for a smooth launching pad upon return. Trying to 
shift or get imaginative about your career, role or sector (as return migration often necessitates) or start a 
company without those networks can be a long, expensive and challenging task. We recognize these 
challenges for new migrants but do not consider that the process can be very similar for return migrants.” 

Determined to shift the conversation from a personal to a pragmatic and policy one, Tracey Lee approached 
Massey University’s Paul Spoonley and Ann Dupuis, interviewed other return migrants and wrote a thesis on 
the issue. She approached Tony Alexander and wrote columns for his Brain Gain website; appeared on Q+A, 
National Radio and business press; shared her findings on the return experience with MBIE, Auckland Council 
and Kea to campaign for the development of a Kiwi Launchpad to connect returning Kiwis with guidance and 
resources, educational institutions, investors and financial institutions, business organisations, incubators and 
most importantly, other returning Kiwis.  

“The fact of the matter is we’re here, we’ve voted for ‘Team New Zealand’, we have market knowledge, 
connections and networks - use us. We don’t turn in our passports - or our ambition - in choosing to return to 
New Zealand. If anything, we come back with a greater ambition. We have already achieved on a global stage 
and we are both poised and eager to help New Zealand do so. We don’t have to solely rely on the goodwill of 
our offshore diaspora to make that happen.” 

Tracey is a case study in the broader ambition held by many return migrants to give back to New Zealand. 
Since her return she has advised start-ups and exporters in approaching the Asia and North American market; 
connected businesses and individuals with market research, HR, businesses and influencer connections off-
shore; and become the unofficial ‘welcome committee’ and connector for return migrants and those 
considering returning to New Zealand with professional and personal connections in the country. Her Master 
Connector role has segued into becoming a founding member setting up the Seafarers Members Club – ‘a 
place for commerce and culture to collide’ and curating salons and workshops for the Seafarers, Spark Lab 
and Moxie Sessions. Her strategic skills have been utilised by other committed expats like Claudia Batten, 
Bridget Coates and Derek Handley. 

In the meantime, Tracey continues to take projects in Singapore and China. “I would love to see this binary 
conversation of whether we are ‘here’ or ‘away’ disappear. New Zealand has one of the most global 
populations. I want to see us embrace that and make those connections in our talent ecosystem and circular 
economy seamless and mutually beneficial.”  

Sources: Skype interview with Tracey Lee, 19 April 2015; Sykes (2013); Lee (2013a), Lee (2013b); and Nine til noon (2013).
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Influencing economic development through philanthropy 

The diaspora can influence economic development through philanthropic initiatives in a range of ways, 
including by giving outright cash gifts and bequests; sponsoring and mentoring philanthropic projects; 
and investing in capacity building, particularly in the non-profit sector.347 One prominent example of 
diaspora philanthropy is discussed in Box 18. 

Box 18: The Ireland Funds 

First established as a single fund in 1976 by former Heinz CEO Sir Anthony O’Reilly and former Pittsburgh 
Steelers owner Dan Rooney, The Worldwide Ireland Funds are a global fundraising network for people of Irish 
ancestry and friends of Ireland. 

The Funds now operate in twelve countries, including New Zealand, and have raised over $480 million for 
over 3,000 organizations supporting arts, culture and heritage; education and community development; 
peace and reconciliation; caring for elderly “Forgotten Irish” and assisting disadvantaged youth; and 
promoting philanthropy in Ireland.  

Emphasising long-term relationship building, networking, and partnerships, the Ireland Funds hosts over 100 
events each year attended by more than 40,000 people. Many supporters have transitioned from supporting 
Ireland through philanthropy to contributing actively in other areas including trade, investment, education, 
tourism and culture. 

Sources: http://www.theirelandfunds.org, retrieved 3 March 2015, and McLoughlin (2011). 

 
Donors tend to have a rationale for donating to or investing in particular causes, and tend to focus on 
areas they have interest or knowledge in. Sometimes they want to shape discussion or development in a 
particular way. For this reason, diaspora donations and input can be contentious, with non-resident 
philanthropists sometimes criticised for interfering or skewing discussion and activity, or not having a 
mandate.348 

Over time, diaspora philanthropy has changed in ways similar to the wider philanthropic sector: there is 
increasing competition for funds, a greater focus on accountability and effectiveness, and an increased 
role for evaluation.  

The Ireland Funds’ successful philanthropic and fundraising work is a product of a number of factors, 
including the wealth, connections, scale, longevity and location of the Irish diaspora. Although 
information about the wealth of the New Zealand diaspora is limited, it is likely that it is significantly less 
wealthy than the Irish diaspora. Large scale emigration from Ireland started much earlier than 
emigration from New Zealand, and a larger proportion of the Irish diaspora lives in the United States. 
However, it is conceivable that the New Zealand diaspora could play a greater role in leveraging 
development through philanthropy over time. One possibility would be to unite around Michael Parker’s 
proposal to build and endow a world class university in New Zealand.349 

  

                                                           
347  Aikins and White (2011), p. 97. 
348  For example, see O’Dowd (2014) for a discussion of criticism of Sir Anthony O’Reilly’s involvement in the peace process in Northern 

Ireland. 
349  Parker (2010). 
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The influence of the Pacific diaspora on policy, programme and business development  

As people from the same origin countries cluster in locations around the world, the scope for diaspora 
engagement deepens over time. Second and subsequent generations of migrants can retain strong 
emotional connections with the homelands of their parents and grandparents, which often leads to 
more practical contributions as well. 

For example, New Zealand’s locally-born and overseas-born Pacific residents are increasingly involved 
with policy, programme and business development in both New Zealand and their homelands. In 
particular, Tongan New Zealand residents have become involved in the Recognised Seasonal Employer 
scheme as recruiters of Tongan labour for orchards in New Zealand. This extends well beyond just 
finding labour and includes assisting with development schemes back in the islands, as Box 19 
demonstrates.   

Box 19: Recruiter and advocate for Pacific development - Vai 'Aukafolau  

Recruiter Vai 'Aukafolau came to New Zealand from Tonga for work in 1998. When Vai went back to Tonga 
for his first visit after 7 years, he was horrified with what he saw in the rural areas.  Opportunities to earn 
reasonable sums of money to fund school fees, permanent material houses, and provide for families in an 
economy increasingly dominated by cash transactions were very limited.  Vai came back from Tonga 
determined to find some temporary work opportunities for Tongans on the orchards around Motueka. 

Over the past decade, Vai has recruited over 200 Tongans each year to work in New Zealand under the 
Recognised Seasonal Employer (RSE) scheme.  Vai’s workers go to two orchards (Inglis Horticulture Ltd in 
Riwaka and Fairfield Orchards Ltd, also in Riwaka) and he is now an employee of these orchards acting as 
their recruiter and managing the pastoral care for his workers.   

About 70 workers are from the island of Oua in Lulunga, Haapi. In 2008, the workers from Oua decided to fix 
one of the village’s major problems by building a jetty to make transportation must easier for the village. 
Previously, villagers had to wait for high tide until they could bring supplies to the island. All supplies were 
sourced from Motueka, under the supervision of Neil Sturgeon and Bryce Cederman, and shipped to Tonga 
pre-cut and ready for assembly. 

The first part of the project was funded by the RSE workers from Oua/Haapi and Inglis Horticulture. As a 
Rotary member, Vai was involved in fundraising activities, including a variety concert, which raised money to 
support night classes at Motueka High School run by teacher Peter Allan. These classes provided fundamental 
building and engineering skills for the Tongans to use when they return home to their villages, including basic 
automotive skills, such as repairing lawnmower engines, and basic construction joints.   

Vai regards his job as not only recruiting RSE workers and looking after them while they are in New Zealand, 
but also helping to advocate for and coordinate RSE workers wanting to contribute to village development: 
“The ideas have to come from the RSE workers and I help them make it happen.” 

Sources: Interview with Vai 'Aukafolau by Richard Bedford, 6 July 2009; Drummond (2014). 

There is also a growing move for New Zealand-based Pacific people to become involved in the tourism 
industry back in the islands. Many people are investing in small resort developments which are run by 
their kin back in the islands with capital support from New Zealand.  In this way, the Pacific diaspora are 
supporting development at both ends: New Zealand-based islanders are finding investment 
opportunities in the islands; and island-based islanders are getting culturally appropriate support from 
New Zealand-based kin with developments in the islands. 
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Māori diaspora engagement in Australia 

The scope for increased impact from deepening diaspora engagement over time is also apparent in the 
activities of the Māori diaspora in Australia, as Box 20 demonstrates. 

Box 20: Inspiring marginalised people to become entrepreneurs – Matthew Tukaki 

Matthew Tukaki was born in Upper Hutt and is of Ngai Te Rangi descent. He is co-founder and CEO of the 
global entrepreneurs’ movement, EntreHub, director and former CEO of the Sustain Group of Companies, 
and chairman of the Centre for Sustainable and Responsible Organisations Advisory Board at Deakin 
University.  Matthew was formerly a Director of the Board of Australia's Indigenous Chamber of Commerce 
and Australia's peak mental health body, Suicide Prevention Australia, and Australia's Representative to the 
United Nations Global Compact. 

Matthew’s parents each worked two jobs so he could attend St Patricks College, Silverstream, but he and 
school didn’t agree with each other and he left without qualifications, having learned two critical things. 
Father Kenneally suggested he focus on his storytelling ability, since he “never let the truth get in the way of 
a good story.” Matthew also learned a huge amount about running a business from Silverstream’s Young 
Enterprise Foundation Initiative: how to work together, build a team, turn an idea into a business, and 
participate on a board. 

Matthew’s first business failed, and he has continued to experience failure, and to learn from it, ever since. 
Unlike some successful entrepreneurs, who focus on relentless positivity in public, Matthew openly shares his 
failures, and encourages people to reflect on failure, to unpack the context in which a failure occurs, and 
learn lessons that will enable them to find their way back into something new. 

Although he views himself as blunt and direct, Matthew tells people to “always cross the bridge,” that is, 
focus on generating and building relationships, and ensuring that even when there is disagreement, people 
are positively reinforced and know they have intrinsic value. When his intensive focus on relationships 
became overwhelming, Matthew set up a website blogging about the issues he would previously discuss in 
person: raising capital, selling to government, crowdfunding, managing cashflow, and so on. That website is 
now Entrehub, which has over 52,000 subscribers, and a million readers every day. 

As Entrehub has developed, Matthew has used the website to empower people in marginalised and 
struggling demographics though showcasing inspirational examples, such as Madam CJ Walker, one of the 
20th century's most successful women entrepreneurs, a child of former slaves who was orphaned at the age 
of 7. Solving a practical problem (potentially losing track of Entrehub content) led Matthew to become a 
published author of more than 10 e-books. 

In 2014, Matthew shared his story at a Kea Inspire event in Sydney. Since then, he has been thinking more 
about how as a member of the New Zealand diaspora, he can give back. His latest project involves creating 
opportunities for young people from the East Coast and Northland - “not the kids who will succeed anyway, 
but the ‘baddest of the bad’ youth who need inspiration.” Matthew plans to bring young people into global 
organisations where Kiwis have leadership roles or executive ownership and give them an opportunity to 
shadow people across the organisation, including General Managers and people working in sales and 
marketing and IT. 

Source: Telephone Interview with Matthew Tukaki, 8 June 2015. 
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The Māori diaspora in Australia has also been actively involved in helping businesses to help each other. 
Brent Reihana established the Māori  Business Network in 1987, and has been providing operational and 
strategic advice, and assistance with links to government and community organisations in New Zealand 
and Australia ever since. Through support for kapa haka, rugby league and Te Reo Māori, and 
community events such as film festivals, the network has built a connected community which is engaged 
and ready to advocate for the rights of both Māori and the wider Kiwi diaspora.350   

How directly can governments impact diaspora engagement? 

People flows have long been impacted by government spending decisions, but the connection between 
the two is sometimes particularly direct. For example, governments can use subsidies in a direct attempt 
to engineer high impact changes to people flows.351 This section illustrates some of the challenges 
involved with this approach through case studies of ConnectIreland and RedCaldas. 

Box 21: ConnectIreland  

ConnectIreland, an initiative inspired by crowdsourcing, was established in 2012. It asks individuals to 
use their contacts, family, friends and business connections, to identify and make introductions between 
ConnectIreland and overseas companies who are considering international expansion. 

Connect Ireland aims to create new jobs in Ireland by harnessing the power of the Irish diaspora. Their 
mission is to attract smaller foreign companies that are expanding internationally to Ireland through the 
contacts and connections of ordinary people.  

ConnectIreland complements the work of IDA (Industrial Development Agency) Ireland, which attracts 
foreign direct investment, particularly large multinational companies, to Ireland through a combination of 
effective marketing of Ireland’s underlying strengths (a young, skilled, English-speaking workforce, and 
barrier-free access to the European Union) and a low tax, pro-business environment (Ireland has a 12.5 
percent corporate tax rate and offers 25 percent R&D tax credits).  

A tip-off that results in a company setting up in Ireland and creating at least three jobs will lead to a payment 
by ConnectIreland on behalf of the Irish Government of between €4,500 and €150,000. The reward payable 
per job created is €1,500, with a maximum payout for 100 jobs in any given company. The per-job reward is 
payable in two stages: one half (€750) is paid one year after the job is created and the other half (€750) is 
paid two years after the job is created.] 

ConnectIreland’s founder, Irish entrepreneur Terry Clune, funds the operational costs of the initiative, which 
include over 30 full-time staff, worldwide promotion, and office overheads. In return, the Irish Government 
will pay ConnectIreland from €1,000 to €2,500 for each job created through ConnectIreland, once that job 
has been sustained for at least two years. As of January 2015, 37 companies which will create over 1000 jobs 
over the next 3 years have chosen Ireland as a location.  

Sources: http://www.connectireland.com, retrieved 3 March 2015; and Aikins and White (2011); and email correspondence 
with Pauline McElroy, ConnectIreland.  

  

                                                           
350  Telephone interview with Brent  Reihana, 9 June 2015.  
351  Banga (2015), discusses the development of Silicon Valley and makes connections to the experience of the New Zealand venture capital 

industry. 
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ConnectIreland’s website describes the initiative’s unique funding model and approach to “cashflow 
positive job creation,” commenting: 

“If one unemployed person gets a job in a company that came through ConnectIreland, 
the Connector will receive a reward after one year. However, the State will immediately 
save on reduced social welfare costs (the average annual cost to the State of one 
unemployed person is €18,000). In addition, the State will receive monies from the new 
employee through income tax and [social insurance contributions], plus [value added 
tax] they might pay on fuel, food, etc.”352 

To non-economists, these kinds of subsidies can be politically appealing. Their benefits are concentrated 
and easy to identify, and the design is clever: the beneficiaries are not the companies themselves, but the 
“connectors” who first recommended them. ConnectIreland’s focus on jobs created by firms new to 
Ireland limits the ability of employers to redefine current activity to fit the terms of the subsidy (a 
common problem with subsidies), but does not prevent the Irish government paying for jobs that would 
have been created anyway. However, economists point out that subsidies always have opportunity costs 
(which means the benefits to society of that money, spent on something else, or left in the pockets of 
taxpayers, might have been even greater); and can distort economic activity, reducing efficiency by 
diverting resources from more productive to less productive uses. 353  

The effects of subsidies can also be undone by people taking offsetting action. The Kauffman Foundation 
reports on US states competing in bidding wars to attract large, job-creating firms. Very few new jobs 
have resulted, since most jobs in the United States are created by smaller, younger firms, and the cost 
per job has escalated, often to hundreds of thousands of dollars or more.354  

Engineering diaspora networks 

Following the success of integrated research models and value chains (such as those described in Israel 
in section 4.2), other countries have sought to duplicate elements of these. The experience of Red 
Caldas demonstrates how challenging that can be in practice. 

  

                                                           
352  www.connectireland.com. 
353  While the benefits of subsidies are readily apparent (in this case, jobs created), the costs of subsidies are often invisible, and widely 

dispersed. Subsidies are paid for through taxes. All else being equal, and ignoring administration costs, taxes reduce economic activity by 
as much as subsidies increase it, leading to little net impact. But all else is not equal. Most tax revenue comes from work or investment, 
and the more successful individuals and firms are, the more income they generate and the more tax they pay. The higher taxes are, the 
less people work and invest. The economic activity lost as a result of taxes is invisible, because what doesn’t happen can’t be seen. 

354  Ewing Marion Kauffman Foundation (2014). 
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Box 22: Red Caldas 

The Network of Colombian Researchers Abroad (Red Caldas) was established in 1991. It was intended to 
leverage the skills and connections of expatriate Colombian researchers to facilitate collaborative working; 
strengthen Colombia’s national research community; and integrate national research groups into regional 
and global networks.  

The network was established at the same time as the Colombian Institute for the Development of Science 
and Technology (COLCIENCIAS) expanded its graduate training programme, dramatically increasing the 
number of Colombian doctoral students studying abroad. These students formed the backbone of Red 
Caldas. Following an initial global symposium in Bogota, Red Caldas built momentum through designated 
“nodes” established primarily in Europe and the Americas. Members formulated and developed projects for 
research partnerships, and a second symposium in 1997 shared success stories. 

When COLCIENCIAS’ funding was sharply reduced in 1998, both the node structure and research networks 
were weakened. Over the next several years, Colombian researchers and research groups increasingly 
participated in alternative specialised research and knowledge networks which included stakeholders such as 
farmers, and other end users of knowledge. When budget support was discontinued in the early 2000s, most 
of the nodes vanished. 

Source: Chaparro et. al. (2006). 

 
Red Caldas demonstrates both the upsides and downsides of centrally engineered diaspora networks. 
With sufficient funding, it is possible to create something out of nothing. But the resulting institutions 
can be vulnerable to changes in funding priorities. More diversified funding sources might have led to 
greater pressure for Red Caldas to innovate and serve the needs of end users. But since there was no 
systematic appraisal of what did and didn’t work, it is difficult to judge whether the initial success stories 
represent value for money.  

Although doing this is challenging, the experiences of Red Caldas point to the value in documenting both 
success and failure, and prioritising ongoing stakeholder engagement through ensuring networks meet 
the needs of their members. 

Other roles for the diaspora  

There are a large number of successful diaspora initiatives which have contributed to economic 
development in other countries, both directly and indirectly.355 Since many of these seem to have 
limited potential applicability given New Zealand’s current endowments, needs and interests, they are 
discussed only briefly.  

For example, Israel’s diaspora has invested heavily in reconnecting disconnected young Jewish people to 
their homeland.356 This kind of approach might provide a useful model for Māori diaspora.357 Armenia’s 

                                                           
355  Aikins and White (2011) include case studies of diaspora engagement in areas including philanthropy, trade and investment, education, 

culture, religion, peace, sport and tourism. 
356  Funded by the Israeli government, philanthropists and Jewish communities, Taglit-Birthright Israel was developed in response to 

concerns about the continuation of Jewish culture and heritage. Three quarters of the world’s Jewish population lives in the United States, 
where half of marriages are mixed. Only 16 percent of children from mixed marriages are raised as Jews. Since 2000, over 400,000 
young people aged 18-26 from 66 different countries have spent 10 days in Israel. Evaluations conclude that participants feel more 
connected to Israel and are significantly more likely to marry a Jewish person than their control group peers. The programme reports 
contributing $825 million to Israel’s economy since its inception. (Aikins and Whilte (2011, pp. 5-6, updated from 
http://www.birthrightisrael.com.) 
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successful software outsourcing model relies on a group of diaspora business people exploiting the 
opportunities created by combination of a large pool of highly skilled information technology workers, 
low wages and operating costs, and their local knowledge.358Diaspora bonds have been used successfully 
by India and Israel for community infrastructure and social projects, and have also been used by a 
number of other countries (including Jamaica, Grenada, Sri Lanka, Nepal, Zimbabwe, the Philippines and 
Greece) struggling to raise capital through more conventional means.359  

Migrants and returning diaspora are often willing to engage on issues that are well understood 
domestically, but which have been consigned to the “too hard” basket by existing residents. One 
example of this which may have future relevance to New Zealand is an initiative created by 
Dr. Tanja Bueltmann.  

Box 23: I Am A Migrant – Tanja Bueltmann 

Historian Dr. Tanja Bueltmann established IAmAMigrant.co.uk in January 2015 in response to her growing 
concerns about the state of discussion on migration in the United Kingdom.  

Migrants are increasingly being blamed for problems facing Britain, such as the overburdened National 
Health Service or localised unemployment. As Lucie Wenigerova says on the site, “There’s a lot of 
scaremongering going on and migrants have become easy scapegoats for a raft of domestic problems – 
from housing shortages, high costs and low wages to crowded schools and hospitals – and even 
congested roads!” 

But not all migrants are a target: the name of the site comes from Tanja’s frustration with the tendency for 
people to assure her that she is not the kind of migrant they mean when they say that migrants are a 
problem.  

Tanja recognises that “with migration can come genuine questions over how people with different cultural 
backgrounds can live together.” Rather than ignoring these issues - which often prompts  even greater 
tensions between migrants and existing residents – Tanja wants to provide a forum for balanced and 
reasoned discussion about the benefits and costs of migration. 

Although the site is very new, having lived in New Zealand while doing her PhD, Tanja sees value in a similar 
approach in order to provide a neutral environment for discussion on these important issues here.  

Source: Telephone Interview with Tanja Bueltmann, 3 February 2015. 

 
As is common with policy, the potential transferability of diaspora initiatives depends on specifics, 
context and timing. There is no “one size fits all” approach, reflecting different experiences of people 
flows, history, institutions, challenges/limitations and not least, the interests and degree of commitment 
and engagement of different diasporas.  

  

                                                                                                                                                                                           
357  Richard Bedford notes that a key process connecting Maori living offshore with their iwi, hapū and whanau in New Zealand is the process 

of establishing beneficiaries of Treaty settlements. Ngāi Tahu have a significant Australian diaspora that became better connected with 
their New Zealand kin as the Ngāi Tahu Treaty settlement was being negotiated. (Telephone interview, 6 April 2015.) 

358  For further discussion, see Davoyan et. al. (2006). 
359  Ketkar and Ratha (2009); Aikins and White (2011), p. 89. 
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7.6 Increasing diaspora contribution through improving access 

Diaspora can boost trade through overcoming information problems that increase the costs of trade, 
and through providing access to skills, capital, ideas, technology and connections. New Zealand research 
has found the impact of migration on trade to be greater for developing countries and countries where 
English is not the dominant language.360 Similarly, the export-promoting effect of migrants is stronger in 
countries which are culturally different and have low levels of development. 361  

Some aspects of existing diaspora policy recognise this. For example, one of Kea’s objectives is to 
increase the geographic spread of members of the World Class New Zealand network and raise the 
numbers of members in high value countries, including in Asia. However, as noted in section 7.5, the 
effectiveness of this policy is constrained by the extent to which potential World Class New Zealanders 
are located in countries outside the usual destinations favoured by the majority of Kiwi emigrants 
(Australia, the United Kingdom, the United States and Canada), and Kea’s own connections. Leveraging 
other networks (such as those of the Asia New Zealand Foundation) may enable greater reach. 

Greater Kiwi access to worldwide centres of excellence would also be beneficial. Xero founder Rod Drury 
suggests visa exchanges between high-performing US hubs such as Los Angeles and San Francisco would 
help develop New Zealand into a “Digital-First” nation.362  

As chapter 2 demonstrates, the locations people choose to live in are determined by a wide variety of 
factors. One important component is ease of access. There would be particular value in diversifying the 
geographic reach of the diaspora in targeted areas where there are significant opportunities, and/or 
where cultural differences make it more difficult to do business. Other things equal, the greater the 
opportunities available to the New Zealand diaspora, the more likely it is that they will develop the 
diverse experience and networks that can contribute to improving New Zealand’s economic 
performance.  

7.7 Diaspora as a contingent liability? 

It is clear that a passionate, engaged, often highly skilled diaspora like New Zealand’s is a national asset 
in many ways. However, in another sense, it also constitutes a large contingent liability. Wider New 
Zealand policy settings (for example, on access to national superannuation, healthcare, and tertiary 
education) are not calibrated in the expectation that a million or more former citizens and permanent 
residents might return – for whatever reasons – and take advantage of them. This possibility should 
receive more attention than it does.  

Over time, increased circular migration of highly-skilled people will likely result in the development of 
more flexible and portable private health and disability insurance schemes. In order to limit fiscal risk, 
and to maintain public support for people flows policies, New Zealand, along with other governments 
worldwide, will need to re-evaluate the balance between contribution and entitlement in the areas 
noted above.  

                                                           
360  Law et. al. (2009). 
361  Peri and Requena (2009). 
362  The New Zealand Herald (2015). Drury argues that becoming a "digitally-connected" nation would attract significant global investment into 

New Zealand as well as international class entrepreneurs who would base operations here to use New Zealand as a test pad. 
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Diaspora return can also create or exacerbate other kinds of resource pressures, as the recent 
experience of Auckland’s housing market demonstrates.363  

7.8 Diaspora engagement: lessons for New Zealand 

It is not simply activity by expatriates that makes diaspora engagement relevant for economic 
performance. It is the combination of deep knowledge, experience, networks and connections gained 
through exposure and immersion elsewhere, and a desire to help the home country, which makes the 
diaspora important agents for economic change. In many cases, motives are more than altruistic: most 
of the case studies discussed in this paper describe people who benefit personally at the same time as 
they leverage their human and financial capital for the benefit of their homeland. 

In much the same way that looser connections in personal networks can be valuable sources of advice 
during individual job search, weak ties can open doors for businesses. Kea’s Connections service builds 
on this idea with a view to eliminating cold calls for New Zealand businesses. Kiwi-to-Kiwi connections 
engineered through the service are already proving fruitful, and there is scope to do more in this area by 
following the successful approach of other narrow networks such as ChileGlobal and GlobalScot and 
developing Kea’s relationships with the most active and engaged World Class New Zealanders. 

An extensive network of external partnerships makes Kea significantly more business focused than other 
large networks, and this is one of the factors that other countries are interested in replicating. Good 
relationships with NZTE and MFAT provide opportunities for Kea to leverage its breadth and goodwill, 
for example through providing a head start to MFAT posts in new markets. 

However, deeper connections often have greater economic impact. The experiences of Silicon Valley, 
Israel, Korea, India, Taiwan and China show that diaspora members can have transformational impacts 
on the development of particular industries, whether they return home or not, through deep, prolonged 
engagement. In most of these cases, home country governments made important tactical contributions 
at specific points of constraint which increased the impact of diaspora members: for example, by 
seeding a domestic venture capital industry in Israel when access to capital limited growth, and opening 
up highly skilled migration in Silicon Valley in response to shortages of engineers. 

Other countries have sought to duplicate the achievements of Israel and Silicon Valley in various ways, 
with limited success. The results of the Colombian government’s efforts in seeking to establish the Red 
Caldas network of researchers illustrate some of the challenges involved with trying “create something 
out of nothing.”  While it is still very early days for ConnectIreland and the idea of using diaspora 
networks to identify companies which could relocate to Ireland is creative, the experiences of other 
countries and regions who have sought to attract jobs through the use of subsidies have not been 
encouraging.  

International experience suggests a number of different roles for government and business partners in 
facilitating contributions from the diaspora. Funding networks of capability is an important start, but 
sustaining interest and engagement requires shared objectives beyond connecting and information-
sharing. New Zealand is in an unusual position internationally, with both a very large, broad network 
(Kea) and a developing narrow World Class New Zealand network. The combination of breadth, cutting 

                                                           
363  The 2013 census shows that around 70 percent of the New Zealand-born who were living overseas five years before the census and 

were usually resident in 2013 were not in Auckland.  Returning New Zealanders contribute to pressure on Auckland’s housing but most 
go to other parts of the country. See www.statistics.govt.nz. 
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edge technology (the Kea App), and focus creates enormous potential, but in order to prevent 
momentum from fizzling, an important next stage goal is to develop and build strategies for greater 
input around the specific interests, talents and capabilities of the network. There is also a need to focus 
attention more closely on the experiences of relatively less visible diaspora, including Māori, Pacific 
peoples, and the growing numbers of New Zealand residents who have returned to their (or their 
parents’, or grandparents’) birthplaces in Asia.  

There is an important role for government in responding to challenges and bottlenecks which limit the 
ability of diaspora to leverage their expertise, interests and capabilities in order to improve economic 
performance. Some issues identified by diaspora, such as qualifications recognition for specialised staff, 
will be familiar to many New Zealand businesses; others, such as the cultural and business practices 
limiting export growth identified by Claudia Batten, or the challenges facing returnees identified by 
Tracey Lee, may be more apparent to people who have spent time away from New Zealand. The New 
Zealand Government can also play a role in expanding the potential locations diaspora can migrate to, 
particularly though bilateral negotiations. 

A key challenge for New Zealand policymakers in deciding which of the many possible avenues to pursue 
in order to increase diaspora impact is a lack of understanding of the interests of the Kiwi diaspora. 
There are a number of ways the skills and connections of the New Zealand diaspora could be better 
exploited, including through supporting New Zealand businesses expanding abroad, identifying and 
encouraging high value prospective migrants, or setting up and endowing a world class university. 
Whether any of these approaches are worth pursuing depends on the extent to which the diaspora 
would unite around them. 

Despite this challenge, it is apparent from collating New Zealand examples of diaspora impact that there 
is value in government involvement in this space. It is striking how many of the people featured as case 
studies in this report have connections to Kea and NZTE, and how diverse those connections are.    

Finally, while the focus of this paper is on policy changes which could improve the contribution of 
people flows to economic outcomes, it is important not to lose sight of the potential economic impact of 
other initiatives, many of which emerge spontaneously, with little or no input from government. 

There are a number of existing and emerging networks and organisations which have the potential to 
increase the potential benefits of people flows in large and small ways. The Asia New Zealand 
Foundation under Philip Burdon’s chairmanship has fostered links and business opportunities in 
countries in Asia. KiwiConnect is attracting high value migrants interested in “turbo-charging” the New 
Zealand start-up scene; and MaximumReturn will provide opportunities for New Zealanders who want 
to come home to create value from home and abroad. The Flat White Meetup is helping to facilitate a 
vibrant cluster of New Zealand creative and tech companies in New York City.  

Individuals leveraging their passion and connections can have profound impacts, too: Phil Veal’s 
campaign to raise the ambition and governance of New Zealand businesses; Claudia Batten’s decision to 
take a sabbatical to run New Zealand Trade and Enterprise’s North American team; and Rebekah 
Campbell’s frank and reflective New York Times column on start-ups are all reminiscent of the factors 
that contributed to accelerating the development of technology sectors in Israel and Silicon Valley. 

This is not to suggest that diaspora engagement can only generate positive results. While the focus of 
this paper is on ways diaspora engagement can contribute to improved economic performance, this 
process can be experienced as challenging and confrontational by people at home. Large scale diaspora 
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return can also create resource pressures, including on public services. The issue of how to best balance 
contribution and entitlement warrants considerable further attention. Larger numbers of returning New 
Zealanders are presently exacerbating Auckland’s pre-existing housing market problems. Failing to 
address these challenges increases the likelihood of rising tensions between existing residents and both 
immigrants and returnees. 

As is the case with individual jobs and careers, the singular “dots” that connect diaspora engagement to 
economic performance can often only be connected to form a narrative line many years after they have 
occurred. For a long time it seemed like India was just losing qualified people through brain drain, but 
with hindsight, it is clear that departures of skilled people, and the networks they formed to help them 
survive and thrive in the United States, laid the foundation for the future development of the Indian 
software industry. New Zealand is seeing similar signs, with returning New Zealanders – and former 
migrants - building businesses and transforming institutions and business practices; and diaspora 
building the kinds of networks and initiatives which could lead to economic transformation.  
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7.9 Summary of policy recommendations to improve diaspora impact  

1. Facilitate diaspora contribution through return and circular migration, for example by participating 
on boards (p.79) and through short-term, tactical postings (p. 80). 

2. Use diaspora to leverage change on issues consigned to the “too hard basket” (pp. 75, 98). 

3. Increase geographic dispersion and diversity of the World Class New Zealand network over time 
(p. 84), including through improving access to opportunities in other countries (p. 98). 

4. Promote more effective connections through the World Class New Zealand network via facilitating 
and communicating success stories (p. 86); and focusing additional resource to deepen relationships 
with the most valuable and engaged network members (pp. 87-88). 

5. Build on stronger relationships with World Class New Zealand Network members to identify 
potential pilot projects for larger scale diaspora engagement (p. 87). 

6. Determine how to best translate Kea’s growing capability and reach, and partnerships with others in 
both the public and private sector, into economic outcomes (p. 87). 

7. Initiate further work on how best to manage the contingent liability created by the large New 
Zealand diaspora (p. 99). 

8. Focus attention more closely on the experiences of relatively less visible diaspora, including Māori, 
Pacific peoples, and the growing numbers of New Zealand residents who have returned to their (or 
their parents’, or grandparents’) birthplaces in Asia, in order increase the benefits that can be 
obtained from diversity (pp. 101, 104).  
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8. Conclusion 
Although New Zealand’s immigration policies are among the world’s best, more can be done to attract 
the kinds of people who will contribute the most to improving economic performance. New Zealand can 
also do more to leverage the potential impact of the diaspora, the million or more New Zealanders and 
‘Friends of New Zealand” living outside New Zealand who are willing and able to contribute to New 
Zealand’s future development. 

While there are certain structural features of the New Zealand economy and labour market that make it 
more difficult to improve economic performance through high value and high impact people flows, such 
as a labour market where many people are employed in lower-skilled, lower-wage and lower-
productivity industries, and there are low earnings advantages for people with tertiary qualifications, 
these factors should not deter policymakers from making people flows policy as effective as possible. 

There are two main issues for residence policy: attracting a higher calibre of migrants through both the 
skilled and business streams; and reducing the extent to which residence is granted via these streams to 
principal applicants who make minimal economic contribution.  

Of course, not all policy on people flows is designed around maximising potential economic 
contribution: New Zealand has important international humanitarian commitments, and family 
reunification is also an important objective in a living standards framework. Nor should the extent to 
which policy and administration can identify, attract and leverage high value migrants be overstated. 
But the system should ensure that migrants granted residence on the basis of their potential 
contribution to economic performance, are reasonably likely to contribute.  

New Zealand is not so desperate for just any “bums on seats” that it needs to grant residence to people 
with readily available low levels of skill, or people running low-level businesses, on economic grounds. 
That said, migrants can have value in filling labour shortages and, particularly given demographic and 
regional population trends, there may be value in granting residence to certain groups of lower-skilled 
migrants, for example, in order to facilitate future public service delivery, especially in schools, hospitals 
and aged care facilities.  

One way of signalling the importance of quality would be to follow Canada’s approach and cap or 
eliminate entry in low-value individual occupational categories. Some existing policy settings could also 
be adjusted: in particular, following changes in Australia and Canada, investor capital thresholds could 
be raised; and the level of qualifications needed to get a Study to Work visa could be increased. The 
Skilled Migrant Category could be redesigned to reduce the numbers of principal applicants gaining 
residence on economic grounds who are unlikely to contribute to improved economic performance. It is 
not clear that limiting eligibility to applicants aged 55 or under is economically optimal. 

There is also scope to think bigger: adding a new designated fast track category to make it easier for top 
talent to enter New Zealand to look for work or start a business, or introducing an explicit temporary 
entry route for highly skilled people. Designing effective policies to attract entrepreneurs is challenging, 
but there are a number of interesting international approaches which could be explored, including 
experimenting with constrained pilots, or using designated third parties to evaluate business proposals.  
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In the case of both investor and entrepreneur policy, a key aspect to maintaining public acceptance is 
minimising the extent to which New Zealand is perceived as being used as a “bolt hole” by people who 
have no intention of living in, working in or otherwise contributing to New Zealand. Recent changes 
requiring entrepreneurs to invest in high-growth, high-tech, high value businesses will help with this, as 
will focusing on more active investors and facilitating increased opportunities for investor migrants to 
give back. 

Two of New Zealand’s primary competitors in the market for talent, the United Kingdom and the United 
States, have greatly restricted access to migrants seeking to gain entry on the basis of their skills, and 
the United States makes entry difficult for entrepreneurs as well. Canada and Australia have both 
responded to the opportunities this situation creates, and New Zealand could do the same. Australia is 
actively reviewing policy to remove unnecessary barriers and restrictions, and Canada is aggressively 
targeting people who are unable to enter the United States, including by advertising Canada’s new Start-
Up Visa on billboards on US Highway 101, which runs right through Silicon Valley. There would be value 
in digging deeper into the underlying factors that led to changes in the willingness of voters in both the 
United Kingdom and the United States to support inflows of high skilled talent, both to avoid any 
potential policy problems, and to draw lessons for how to best maintain public acceptance for high value 
and high impact people flows in New Zealand.  

On diaspora engagement, New Zealand is once again a front-runner with much to learn from others. The 
paper describes best practice use of formal diaspora networks. New Zealand’s Kea is unusual in 
combining both a large and engaged broad network, with the narrower, more specialised World Class 
New Zealand network. For historical reasons, membership of the World Class New Zealand network is 
not as narrowly focused as ChileGlobal or GlobalScot, but Kea’s recently-developed Connections service 
is already producing good results. Building deeper relationships with more engaged network members 
will require additional resource, but international evidence suggests this is an effective way to increase 
both the number and value of connections.  

Deepening relationships with other partners, including sponsors and government agencies (including 
NZTE, MFAT, MBIE and the Treasury) could also increase impact, including through providing assistance 
in industries and locations where there is limited diaspora involvement, and leveraging deep diaspora 
connections in less established markets. Deepening engagement with less visible non-Pākehā diaspora, 
including former migrants who have returned to their original homelands, and sharing their success 
stories, would also be valuable.  Before any large scale diaspora activity is initiated, an important first 
step is to get a handle on what kinds of projects would most interest and inspire the Kiwi diaspora, since 
sustained buy-in and engagement are critical to ongoing success. 

This paper includes some case studies which show how New Zealanders and former migrant residents 
returning home either permanently or as circular migrants can improve New Zealand’s economic 
performance, through creating businesses and improving New Zealand’s institutions and business 
practices. Diaspora networks and initiatives with the potential to improve economic outcomes are also 
emerging, often spontaneously. As was the case when diaspora members began to transform the 
technology sectors in Israel and Silicon Valley, it is difficult to tell in advance which particular people or 
groups will have the most impact, but the overall pattern is strikingly familiar: there is an expanding web 
of talented, driven, connected people making a difference through sharing their knowledge, experience 
and networks with others.  

 

 

 



 

Treasury:3227451v2 109 
 

A recurring theme in many of the interviews undertaken during the course of writing this paper is the 
importance of both vision and ambition: in order to increase the economic benefits of people flows, 
New Zealand needs to be clear about what kind of nation it wants to build, attract people who will help 
build it, and above all, aim high. Lifestyle will always be an important factor influencing people flows: 
New Zealand’s positive brand image, liberal and welcoming attitudes, and attributes such as physical 
beauty and recreational opportunities are extremely attractive when considered relative to other 
countries migrants may be evaluating, but there is more that New Zealand can offer high value and high 
impact migrants. Attraction strategies should focus on communicating these other benefits as well: for 
example, New Zealand has world class institutions; and is a great place to do business. 

This does not just matter for potential upside, critical though that is. Many of New Zealand’s policies on 
people flows reflect the belief that nobody very good will want to move to New Zealand unless there are 
sweeteners attached to the deal: residence is relatively is easy to obtain and confers many of the 
benefits of citizenship (such as the right to vote); parents can come too; and access to health, education 
and superannuation services is generous. This approach has increased flows, and promoted settlement, 
but, despite some of these policies (including the parent category) having been reviewed and tightened 
considerably, it also creates significant downstream risk.  

The New Zealand diaspora, including former immigrant residents who have migrated elsewhere, are 
both an enormous asset, and, given existing New Zealand policy settings and imbalances, a large 
potential liability. In order to maintain public support for people flows policies that will improve future 
economic performance, it is imperative to strike an appropriate balance between contribution and 
entitlement.  

New Zealand has remarkable levels of social cohesion for a country that has increased both the number 
and diversity of migrants relatively rapidly. In part, this reflects a benign economic backdrop: New 
Zealand has not experienced a severe economic downturn since inflows of migrants began to rise in the 
early 1990s. It also reflects the success of existing policy, which has largely focused on attracting people 
with above average skill levels who will integrate well.  

However, rising tensions over migrants in other countries, including in Australia, the United Kingdom 
and parts of Europe, and New Zealand’s own history in relation to Pacific peoples, suggests avoiding 
complacency. People flows change population structures and income distributions, and increasing the 
contribution of people flows to economic outcomes has the potential to create tension, particularly over 
the position of Māori relative to newer residents. This suggests that changes to people flows policies 
designed to improve economic outcomes should be assessed based on the Treasury’s Living Standards 
Framework, in order to strike an appropriate balance between risk and return.  
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Appendix: Summary of general policy options  
1. Further develop migrant attraction strategies that focus on New Zealand’s advantages in addition to 

lifestyle/access to public services – including as a potential base for global citizens who are 
motivated by the desire to make an impact (p. 28). 

2. Actively target migrants who might prefer to gain entry to the United States or the United Kingdom, 
but who would consider New Zealand as an alternative (p. 28). 

3. Build on existing networks and actively recruit and target potentially high impact migrants (p. 28). 

4. Evaluate the costs and benefits of following Canada’s approach and capping or eliminating entry in 
low-value individual occupational categories (p. 40). 

5. Evaluate costs and benefits of increasing numbers of people granted temporary residence through 
Working Holiday Schemes (p. 38). 
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Reference: T2015/1569 SH-2-2-6-4 
 
 
Date: 16 July 2015 
 
 
To: Minister of Finance  

(Hon Bill English) 
 
 

Deadline: Before Cabinet on 20 July 2015 
 
 

Aide Memoire: Regional Immigration Policy Changes 

We understand that the Minister of Immigration is taking a paper directly to Cabinet on 
20 July which proposes changes to immigration policy to support regional labour 
markets.  This briefing explains these proposals and outlines the Treasury’s views on 
them. 
 
Increasing Bonus Points for Skilled and Entrepreneur Migrants Settling Outside 
Auckland 
 
Under our points-based immigration application system, prospective migrants in some 
categories can claim bonus points for settling outside Auckland.  The paper asks 
Cabinet to agree to increase the amount of bonus points that can be claimed in two 
visa categories: 
 
1. In the Skilled Migrant Category (SMC), from 10 to 20 bonus points.  In this 

category, the minimum number of points required to be considered for a visa is 
100 points. 

2. In the Entrepreneur Work Visa, from 20 to 30 bonus points.  In this category, the 
minimum number of points required to be considered for a visa is 120 points.   

 
The Treasury’s view is that these policy changes are unlikely to have a very 
consequential impact for regional development, but are also unlikely to pose many 
risks. This is because: 
 
• Most migrants currently do not go to non-urban areas.  For example, of the SMC 

migrants that had jobs or a job offer in 2013/14, 47% were based in Auckland.  Of 
the remainder, 18% were in Canterbury, 11% in Wellington and 5% in Waikato. 
Moreover, there is currently no mechanism to ensure that migrants stay in 
regions even if they claim these bonus points.  Once a migrant has a residence 
class visa they are free to move around the country as they choose. 
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• The small number of extra bonus points is unlikely to ‘push over the line’ many 
migrants who aren’t currently meeting requirements.  For both the SMC and 
Entrepreneur Work Visa, a far greater amount of points can be claimed for 
meeting other criteria such as age, education, employment, or capital investment. 
Against that context, we don’t think it is likely that many regional migrants who 
currently don’t meet requirements will be granted visas after this change. 

 
• There aren’t likely to be large risks from these policy changes.  First, there aren’t 

likely to be a large number of migrants to whom this policy would apply.  For 
example, there are approximately 20,000 migrants approved each year in total 
under the SMC and the vast majority of these settle in large urban areas, as 
indicated above.  Secondly, both SMC and Entrepreneur Work migrants are not 
likely to compete with those at the lower-end of the New Zealand labour market, 
because the criteria rewards those who are likely to be in high-skilled occupations 
or running businesses. 

 

Links to Ongoing Review of Immigration Policy  
 
These proposals have been developed quickly in the last two weeks.  As a 
consequence, officials from MBIE haven’t been able to explain many of the details of 
how these policies would operate in practice. 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

 

 

 



IN-CONFIDENCE 

Treasury:3242230v1 IN-CONFIDENCE 3 

In May, Cabinet agreed to a strategy for immigration policy that would include a 
consideration of how immigration can support regional economic growth (EGI Min (15) 
11/7 refers).  MBIE officials intend to do a more thorough analysis of regional 
immigration policy as part of the policy options that Cabinet will be asked to consider in 
the next couple of months.  
 
 
 
 
 
 
Udayan Mukherjee, Analyst, Labour Market & Welfare, 04 917 7026 
Hayden Fenwick, Team Leader, Labour Market & Welfare, 04 917 6969 
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Board Briefing on Immigration 
Policy

29 September 2015
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Migration flows are pro-cyclical, but 
partially subject to policy control....
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...and the Treasury’s advice needs to 
consider the micro and macro impacts.

• In coming to our view on the policy principles, we asked 
two separable but related questions:

1. What is the Treasury’s position about the overall quantity of 
inward migration?

2. What is the Treasury’s position about how we can improve 
migration policy to support a productive and inclusive 
economy?
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We reached four policy judgements...

1. Don’t Substantially Increase Inward Migration Flows, because there isn’t sufficient 
evidence of large positive benefits, and a possibility of macroeconomic costs. And 
this option is a one-way bet as it would be very difficult to reverse and would 
inherently reduce our control over migrant composition.

2. Migration isn’t suitable for use as a Counter-Cyclical Macroeconomic Tool, because 
the inability to control Aus/NZ flows would leave volatility that policy can’t affect, and 
inherent lags in policy would make implementation difficult.

3. Control the Growth of Low-Skill Labour Migration, because it is possible that migrants 
are competing with, and substituting for, low-skill local labour that we ought to be 
concerned about. Also, the availability of low-skill migrant labour could be providing a 
‘path of least resistance’ for low-productivity sectors of the economy.

4. Facilitate the Growth of High-Skill Labour Migration, because we think that more high-
skilled migrants can benefit high-productivity firms and industries, and we believe 
high skilled workers are more likely to be complementary to high-skilled local labour 
and capital. 
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...and have been advising 
MoF/influencing MBIE on that basis.

• MBIE has been making progress in spurts over the last 
12 months on a strategic immigration work programme. 
We have had some influence on the shape and direction 
of that.

• Cabinet hasn’t made many significant decisions on 
Immigration in the past year. But we have taken 
opportunities to proactively advise MoF on some of our 
views (eg Interaction with Better Public Services targets 
and STR/EGI discussions) 
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Where might we develop and deepen 
our own position?

• Are migration flows an impediment for economic activity flowing to 
higher productivity sectors?
– Our view is that it may be. But no decisive evidence of where this might 

be acting as a constraint, and the nature of the trade-off between static 
and dynamic efficiency involved.

• Regional Economic Development and Migration?
– We didn’t attempt to come to a view on this through the forum. But there 

are questions here, particularly about whether LM migration should be 
set relative to national or local economic conditions.

• Social Cohesion and the changing face of New Zealand’s 
population?
– There are big questions here on implications of the future demographic 

composition of a more ethnically diverse NZ. 

 

 

 



© The Treasury

How can we influence upcoming policy 
decisions?

• Minister of Immigration has tentative ongoing work programme with 
three streams: 
– Immigration and the Labour Market
– Attracting Entrepreneur and Investor migrants
– Balancing Risk and Facilitation in the system

•

•  using MoF to navigate through some of the 
difficult trade-offs, given his interests and perspective on the 
inherent trade-offs.
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What is the Treasury’s role in the public 
debate?

• Elements of our position are public, but have a low profile (eg Julie’s 
TWP or our OIA to Michael Reddell) We haven’t really outlined a 
view more fulsomely in public. For example, very little mention in 
HOLG or previous LTFS.

• The political economy of migration policy can be fraught, but NZ 
actually has had a relatively calm public debate

• But there is always latent risk of this turning on a dime.
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Using the Immigration System to Facilitate Travel and Manage Risk 
 

Responsible Person: Hayden Fenwick, 04 917 6969  

First Contact Person:  Udayan Mukherjee, 04 917 7026 
 
Purpose 

1. This paper seeks agreement to a set of operational policies and objectives for the 
immigration system, so that it better facilitates the entry of people who contribute to 
economic growth, while managing risk. This progresses one stream of the broader 
immigration work programme that EGI agreed to in May 2015. 

 

Comment 

2. The paper seeks agreement to an overall framework to guide the assessment of 
benefits and risks when granting visitor visas. This builds off the existing framework 
already used to determine when nationals of certain countries should be granted visa 
waivers. It also explicitly requires consideration to be given to fiscal costs and benefits 
that might impact on other border agencies. 

3. 

4. 

5. The paper also explores the options associated with establishing an Electronic Travel 
Authority, and recommends that the Government does not proceed with implementing 
an ETA at this stage. 

 

Treasury Recommendation 

6. We recommend that you support the recommendations in this paper. 
 
The following table goes into the Executive Summary of the paper 
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Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

15/16 16/17 17/18 18/19 Out 
years 

Using the 
Immigration 
System to 
Facilitate Travel 
and Manage Risk 

 

 Support  Operating This paper seeks 
agreement to a set of 
operational policies 
for the immigration 
system, so that it 
better facilitates the 
entry of people who 
contribute to 
economic growth, 
while managing risk. 

- - - - - 

Capital 

- - - - - 
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Net migration – trends, causes 
and macroeconomic implications
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Key messages

• Key drivers of net migration cycles are the Australian 
unemployment rate (departures), relative growth and policy 
changes

• This cycle is made up of more New Zealanders (fewer 
departures and increased arrivals), those in prime-working 
ages, and students

• As a result, the impact on house prices and aggregate demand 
is weaker, while the impact on labour supply is stronger. 

• With arrivals contributing more to the recent rises, there is a risk 
of a greater demand impulse than we have seen to date

• We expect net migration to remain around current levels until 
June 2016 when it starts to decline 
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Annual PLT migration flows

NZ has experienced a number of 
net migration peaks over the past 
25 years, specifically:

• 1993-1996

• 2002-2003

• 2009-2010

• 2013-2015

-20

0

20

40

60

80

100

120

-20

0

20

40

60

80

100

120

90 92 94 96 98 00 02 04 06 08 10 12 14

Net (RHS) Arrivals Departures

Annual sum (000's) Annual sum (000's)

-60

-40

-20

0

20

40

60

80

90 92 94 96 98 00 02 04 06 08 10 12 14

Total New Zealand citizens
Australian citizens Non-NZ/Australian citizens

Net annual sum (000's)

 

 

 



© The Treasury

The Australian unemployment rate 
is a key driver of departures...
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Australian
policy change

• The largest source of NZ citizen 
departures is to Australia. When 
the Australian unemployment 
rate is high, fewer departures 
follow.

• This was evident in the 02-03, 
09-10 and 13-15 migration 
cycles

• Note: the relationship shifted 
when Australian welfare policy 
was tightened in 2001
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...and relative GDP growth is a 
key driver of arrival numbers

• Stronger GDP growth in NZ 
relative to our trading partners 
contributed to increased arrival in 
93-96, 02-03 and 13-15 cycles

• Introduction of the points policy 
system in 1991 also contributed to 
increased Asian arrivals in the 93-
96 cycle

• A large influx of student numbers 
in the 02-03 and 13-15 cycles 
were strong contributors, with the 
recent influx owing to students 
work rights
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Country composition has shifted...

• 1993-1996: Driven by Asian arrivals 
(North Asia) while increased 
departures partially offset

• 2002-2003: Initially driven by arrivals 
(China) before departures slowed 
(Australia policy change and 9/11 
attack). 

• 2009-2010: Driven by fewer departures 
to Australia

• 2013-2015: Initially driven by fewer 
departures to Australia with more 
arrivals from Australia also contributing. 
In the 2015 year, arrivals dominated 
(NZ citizens and Asian – mostly from 
India).
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...along with age

• 1993-1996: 75% families* (arrivals)

• 2002-2003: 50% families and 45% 
20-34 year olds (arrivals).

• 2009-2010: Largely 20-34 year 
olds (departures)

• 2013-2015: 50% in prime-working 
age (arrivals slightly larger 
contribution) and 40% families 
(fewer departures driven)

*Families are considered to be those aged 0-19 and those 35-49
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Net PLT inflows of highly skilled and 
construction workers lead occupations...

• 1993-1996: 70% highly skilled
• 2002-2003: 65% highly skilled
• 2009-2010: Only net gains were 

skill levels one and two
• 2013-2015: 60% highly skilled and 

15% construction 
• However, this is accounts for only 

around 40% of total migrants and 
students are not included (60% on 
average including 0 -19 year olds)-5
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...but student visas lead growth in 
arrivals...

• In the last year, student visa 
numbers have increased 
significantly, likely driven by 
increased work rights for students

• Students are typically employed in 
low skilled jobs

• NZ/Aus citizens and work visas 
have also grown strongly since 
2012

*Data available since 2004
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...and holiday workers have dominated 
work visa approvals1

• Working holidays are work of 
temporary nature or study of three 
months, with the majority of those 
employed in low skilled jobs

• Working holidays have accounted for 
60% of the growth in work visas 
approved since June 2012

• People from wealthier countries on 
working holiday visas spend less 
time working in NZ than those from 
less wealthy countries2. About half of 
the recent rise is owing to people 
from France and the UK, with these 
countries schemes uncapped

1Work visa approvals include those already in the country, and PLT and visitor arrivals
2MBIE (2013): Labour Market Outcomes of Recent Migrants to New Zealand
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What caused the previous cycles 
to end?
• 1993-1996: Tightening in immigration policy (English 

language requirements) coincided with a recession 
(unemployment rose to 8.0% and growth was below 
1%)

• 2002-2003: Australian mining boom coincided with 
tighter immigration policy (English language and 
points requirements), bad experiences of Chinese 
students and Chinese students returning home

• 2009-2010: Australia’s stronger economy led to 
increased departures
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The impact on house price growth 
has been weaker this cycle...

• Those aged 35-49 have the strongest 
positive impact on house prices. This 
accounted for 25% of net inflows in the 
02-03 boom vs.15% this cycle, 
suggesting a weaker relationship this 
cycle.

• Arrivals have a larger effect on house 
price growth. The 02-03 boom was 
initially driven by arrivals vs. initially 
fewer departure driven this cycle.

• With arrivals in 20-34 age group now 
dominating, we will be monitoring for 
signs of a demand boost
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...along with the impact on aggregate demand

• Aggregate demand is boosted through 
directly raising the level of residential 
investment and private consumption

• A lower concentration of capital rich age 
groups and  fewer departures is likely 
limiting the pass through

• The smaller pass-through to house 
prices, as well as capacity constraints, 
are likely contributing to weaker 
residential construction growth

• Weaker household demand would also 
be offsetting consumption, with per 
capita real household consumption flat in 
the year to March 2015
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Impacts on the Labour Market

• To date there is limited research on labour market outcomes from changes 
in immigration. On balance, research tends to support minor impacts on the 
labour market from a macroeconomic perspective (unemployment rates and 
wage growth) with both positive and negative outcomes.

• However, the current composition of net migration – prime working age and 
departures initially dominating – are likely providing a greater contribution to 
the labour force than previous cycles. 

• In the current cycle, net migration has accounted for 66% of the increase in 
the working-age population over the June 2015 year (vs. 48% in the June 
2003 year). 

• Treasury’s stance on migration is to encourage highly skilled migrants
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Outlook and Implications

• Net migration continues to exceed our expectations, hitting a record high in 
August. We expect net migration to hold up over the remainder of 2015 around its 
current high (61,000) before turning down in June 2016 as a combination of slower 
relative growth and employment prospects along with a rise in departures from those 
on temporary working and student visas kicks in. However, the risk is that net 
migration holds up for longer.

• In the past, the key triggers for a sharp correction in net migration have been 
immigration policy changes and/or a turnaround in NZ’s relative growth 
prospects. Decisions on NZRP coming up with the ability to influence policy.

• Research suggests increased non-NZ citizen net arrivals have a greater impact on 
housing demand and consumption than fewer NZ citizen net departures. With the 
former flows now dominating, all else equal, the risk is toward a greater demand 
impulse than we have seen to date.

• While the skill level of net inflows is concentrated in high skilled workers and 
construction workers, students and those on working holidays have also been high 
with these groups likely employed in low skilled jobs. At the margin, this may have 
had contributed to higher-than-otherwise benefit numbers, although there is no clear 
evidence of migrants displacing local workers.

 

 

 



 

 

 

Title of paper: Recognised Seasonal Employer policy settings for 2015/16 
 
Responsible Person:  Hayden Fenwick, 04 917 6969 
First Contact Person: 
 
Purpose 

1. This paper notes the intention of the Minister of Immigration to increase the cap on 
Recognised Seasonal Employer (RSE) visa numbers for the horticulture and viticulture 
sector from 9,000 to 9,500 from the 2015/16 season. 

 
Comment 

2. You will be provided with an Aide Memoire detailing the impacts of the proposed 
changes and Treasury’s views on the tradeoffs and risks involved (T2015/2890 refers). 
 

3. The RSE scheme is designed to support the seasonal labour market needs of the 
horticulture and viticulture industries. It is also an important element of our relationship 
with the Pacific, and supports development outcomes for the nations that send workers 
to New Zealand on this scheme.   
 

4. However, the importation of temporary semi or low-skilled labour has the potential to 
displace New Zealand low-skilled workers, particularly beneficiaries; this is the main 
risk Treasury associates with increasing the level of the cap.   
 

5. On 1 December the Skilled and Safe Workplaces (SSW) BGA Ministerial group 
discussed the RSE scheme and noted they were comfortable with the Minister of 
Immigration’s intention to increase the cap to 9,500, and the indicative regional 
allocations within the cap.   
 

6. These regional allocations are signed off by MSD and MBIE jointly with advice from 
industry about their labour needs. The cap and the new governance processes attempt 
to ensure that industry remains under pressure to demonstrate its commitment to 
employing New Zealand workers. 

 
7. As part of actions under the SSW BGA stream, the Sector Workforce Engagement 

Programme (SWEP) is analysing the labour needs of several sectors that have a 
heavy reliance on migrant workers, and the drivers behind this reliance.  It is intended 
that in the longer term, the response to workforce planning in the SWEP sectors 
should be guided by a robust long-term forecast of labour demand and supply. This 
would give more assurance that migration (including RSE) is filling genuine labour and 
skill gaps in these sectors, and those employers have a longer-term plan for increasing 
employment of New Zealanders.   

 
8. We consider that pressure should be kept on MBIE and MSD officials and industry to 

progress SWEP in the short-to medium term. 
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Treasury Recommendation 

9. We recommend that you support the recommendations in this paper, but reinforce the 
need for industry to do more to employ available and appropriate local workers 
supporting the work to achieve the BPS 1 target. 

 
 
The following table goes into the Executive Summary of the paper 
 

 
 

Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

15/16 16/17 17/18 18/19 Out 
years 

RECOGNISED 
SEASONAL 
EMPLOYER 
POLICY SETTINGS 
FOR 2015/16 

 Support the increase 
in the RSE visa cap 
but reinforce the 
need for industry to 
do more to employ 
local workers. 

Operating This paper notes the 
intention of the 
Minister of 
Immigration to 
increase the cap on 
the Recognised 
Seasonal Employer 
(RSE) visa numbers 
for the horticulture 
and viticulture sector 
from 9,000 to 9,500 
from the 2015/16 
season. 

xx.xx xx.xx xx.xx xx.xx xx xx 

Capital 
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Treasury Report:  Immigration Work Programme: Opportunities for Policy 
Changes 

Date: 10 December 2015 Report No: T2015/2167 

File Number: SH-2-2-6-6 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Bill English) 

Note the opportunities for 
immigration policy changes over 
coming months. 

Discuss these proposals with your 
Ministerial colleagues in early 2016 

None. 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Udayan Mukherjee Analyst, Macroeconomic 
and Fiscal Policy 

04 917 7026 (wk)  

Hayden Fenwick Team Leader, Labour 
Market and Welfare 

04 917 6969 (wk)  

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 
 
 
Note any 
feedback on 
the quality of 
the report 

 

 
 
Enclosure: No 
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Treasury Report: Immigration Work Programme: Opportunities for 
Policy Changes 

Executive Summary 

The Minister of Immigration has been making progress on the Immigration Work Programme 
that was agreed by the STR and EGI committees earlier in the year. In two streams of this 
work programme, the Minister has identified a package of policy changes that could improve 
the contribution of immigration policy to the economy.  

The first of these streams is the contribution of migration policy to the labour market. You will 
shortly receive a joint briefing from MBIE and Treasury which sets out a possible package of 
policy changes which would aim to improve the average skill level of our migrant inflow. We 
think that these changes would to support higher productivity firms and mitigate some of the 
risks of displacement of local low-skill labour by migrants.  

The second of these streams is the contribution of investor and entrepreneur migrants to the 
economy. You should shortly receive a briefing from the Minister of Immigration explaining 
possible changes to investor migrant categories 

We recommend that you discuss these packages of policy changes with your Ministerial 
colleagues and indicate where you think the Minister of Immigration should focus policy 
development for Cabinet discussion in 2016. 
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Recommended Action 

We recommend that you: 
 
a note the Minister of Immigration has continued to make progress on the Immigration 

Work Programme agreed to by the STR and EGI committees earlier this year; 
 
b note that you will be receiving a joint briefing from MBIE and Treasury which sets out a 

possible package of policy changes on the contribution of migration to the labour 
market,

c invite your colleagues to discuss these proposals in early 2016 to give an indication of 
where the Minister of Immigration should focus further policy development in order to 
lead to potential Cabinet decisions in 2016; 

 
d note that you are also receiving a briefing from the Minister of Immigration setting out 

possible policy change to investors migration categories 

e indicate if you would like any more detailed information from the Treasury about the 
issues outlined in this report, or the related briefings on immigration policy that you are 
receiving. 

 
 
 
 
 
 
 
Hayden Fenwick 
Team Leader, Labour Market and Welfare 
 
 
 
 
 
 
Hon Bill English  
Minister of Finance 
 

s9(2)(f)(iv)
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Treasury Report: Immigration Work Programme: Opportunities for 
Policy Changes 

Purpose of Report 

1. Earlier this year, the STR and EGI Cabinet Committees agreed to a programme of 
work that would improve the way that the immigration system contributes to economic 
growth. This report provides you with an update on the status of that work programme, 
and the Treasury’s view of some of the key opportunities it provides to make policy 
changes. 

  
2. Immigration policy should be considered in light of the broader macroeconomic context, 

in particular, the trends in the aggregate flows of migration, the overall performance of 
the labour market, and the link between migration and the housing market. We provide 
you with some analysis on these trends, building from recent discussions you have had 
with the Macroeconomic Policy and Forecasting teams in the Treasury. 

 
3. After that, we provide you an overview of the elements of the immigration work 

programme where we consider that policy changes could have the most impact. Most 
importantly, we consider that there is merit in considering changes to the immigration 
system in light of the impact that it has on the labour market. 

 
4. The information in this report summarises some messages from work that we have 

been doing internally on immigration policy. If there are particular questions that 
interest you and where you would like us to provide you with more detail, we can 
provide this to you.    

 
5. There are difficult economic trade-offs involved in making policy decisions in these 

areas. We recommend that you seek to discuss some of these trade-offs with your 
Ministerial colleagues in light of the Government’s priorities.  

Immigration Policy Work Programme 

6. In May, EGI agreed to a programme of work to improve immigration policy settings in 
three streams, which were: 

 
• Labour Market Migration: the contribution of migration policy to the labour 

market; 
 
• Investor and Entrepreneur Migration: the contribution of investor and 

entrepreneur migrants to the New Zealand economy; and 
 
• Balancing Risk and Facilitation: the way the immigration system balances the 

facilitation of people flows with the mitigation of risk. 
  

7. Since then, MBIE has been working with the Minister of Immigration on developing 
policy options under each of these streams. We have been engaging with MBIE on this 
work, and consider that the right policy questions are being unearthed and tested as 
part of this process. Some of this initial work has been shared with Ministers in the 
BGA setting, such as the Skilled and Safe Workplaces and Investment and Innovation 
Ministers groupings.  

  
8. EGI has recently considered a paper on the stream focussed on Balancing Risk and 

Facilitation. It extended current principles around the way that immigration risk is 
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assessed, and was cognisant of the interactions between the immigration system and 
the rest of the border sector.  

 
9. However, in the other two streams of work there is still some time before policy 

proposals will progress for consideration by Cabinet. The scope of these two streams 
of work is more complex, and involves more difficult trade-offs. In particular, the stream 
of work on the labour market involves consideration of policy choices that sit at the 
intersection of a number of the Government’s economic and social priorities. 

 
10. Later in this report, we outline some of our views about the key economic rationale for 

making changes in each of those two areas, and examples of the kinds of concrete 
policy changes those rationales might yield under each of the streams of the 
immigration work programme.  

 
11. You will shortly receive a joint report from MBIE and Treasury which outlines a possible 

package of policy changes to improve the long-term contribution of immigration to the 
labour market. We think that there would be value in having a Ministerial discussion on 
some of these proposals to help signal to the Minister of Immigration where he should 
focus further policy development, and to start to surface key Ministerial colleagues’ 
views on the trade-offs that the policies might entail.  

Immigration Flows and the Macroeconomic Context 

 
12. In the year ended October 2015, net migration was 62,500, which is the highest annual 

net gain on record as measured by Permanent and Long Term (PLT) status. Net 
migration has been consistently higher than forecast during this economic cycle, both 
by the Treasury and other economic forecasters. While initially this trend was driven by 
fewer departing NZ citizens, over the past year arrivals have accounted for more of the 
increase in net gain.  
 

Figure 1: PLT Arrivals by Visa Types 

5

10

15

20

25

30

35

40

05 06 07 08 09 10 11 12 13 14 15

Student Work NZ/AUS citizens Other

Annual sum

 
 

13. As compared to our forecast at BEFU 2015, the Treasury now expects that these 
increased migration flows will peak later and last longer. Part of the driver of the high 
recent net migration flows has been the relative strength of the NZ economy. But there 
is also a possibility that part of the recent increase in arrivals is a result of immigration 
policy, and so may be structural rather than cyclical. 

  
14. In general, the Treasury’s view is that an increase in migration will increase housing 

demand, though the size of the effect will vary depending on the measurement method 
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and type of arrivals. It can be difficult to untangle the direct effects on housing demand 
from migration from other factors. It is possible that both migration and housing 
demand are influenced by a third factor such as the relative performance of the New 
Zealand economy. 

 
15. A large and unexpected inflow of arrivals can have potentially large effects given the 

lags involved in the housing development process. With a sluggish supply response, 
additional demand will result in higher house prices; bid up directly by new arrivals or 
by investors wanting to cater to an expected increase in rental demand. Higher house 
prices will encourage a supply response but unless that supply response is sufficiently 
large to cater for the higher number of households and expected future increase in 
households, prices are likely to continue to rise. 

 
16. The pressure on housing supply, alongside the other economic impacts of migration 

fluctuations, can exacerbate economic cycles and potentially increase financial stability 
risks. 

 
17. There is general agreement among officials (including Statistics New Zealand) that the 

current measurement of PLT migrations is a timely but imperfect measure of actual 
migrant flows. At different times, the measure has overestimated migration and at other 
times it has been underestimated. This is because of factors such as the impact of 
working holiday-makers, who typically say they are going be in New Zealand for more 
than a year (the most common visa length), but typically stay for less than a year. As a 
result, they are often counted as PLT arrivals but not PLT departures. 

 
18. For this reason, when considering the impact of immigration policy, it can be instructive 

to supplement PLT data with information based on administrative visa data. The chart 
below shows a series of all work visas granted by category, and shows that Working 
Holiday Scheme (WHS) visas have been growing quickly over the past three years. 
This has been driven mainly by rapid growth in the number of people being approved 
under the scheme from Germany, the United Kingdom, and France, all countries with 
whom New Zealand has an uncapped WHS.  

 
19. By contrast, the number of Essential Skills (ES) visas granted has declined relative to 

its peak before the GFC, although it has begun to rebound in the past two years. The 
ES category is the main temporary work visa category which is designed to fill labour 
and skills shortages in the New Zealand economy.  

 
Figure 2: Work Visas Granted by Category  
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20. The performance of the labour market over the last year has also been weaker than 
previously forecast. Labour market statistics from the September 2015 quarter show 
that unemployment has increased to 6.0%, which is the fourth consecutive quarterly 
increase. The Treasury now expects the unemployment rate to continue to increase 
through 2016 and remain above 6% until mid-way through 2017. 

Improving the Contribution of Immigration Policy to the Labour Market  

21. Migrants are an important part of the labour force, and New Zealand has high levels of 
temporary work migration compared to other OECD countries. In general, migrants 
increase average labour market productivity when they provide skills that are 
complementary to the skills that exist in the labour market, or when they fill persistent 
skill shortages.  

 
22. However there is a concern that recently there has been a relative decline in the skill 

level of our labour migration. This is the challenge that the labour market stream of the 
immigration work programme is responding to. 

 
23. This trend is in part driven by migrants that are already in New Zealand on a temporary 

visa at the time of their application for a permanent visa. A high proportion of these 
temporary migrants are lower skilled or younger, such as those who enter the country 
on WHS visas or are former international students for have studied for sub-degree 
qualifications. The joint report that you will receive shortly will outline some of these 
trends in more detail.  

 
24. In our view, the primary microeconomic goal underpinning any policy changes should 

be to improve the average skill level of our migrant inflows. The current trends highlight 
two reasons that provide a rationale to shift current policy settings.  

  
25. First, the increasing flows of younger and lower skilled migrants may be contributing to 

a lack of employment opportunities for local workers with whom they compete. There is 
no clear empirical evidence of this impact yet, but we consider that there is a risk of 
displacement when migrant workers are potential substitutes for local workers. So we 
think there is reason to be concerned about the impact that some of our current 
immigration policies may be having on the labour market prospects of lower-skilled 
New Zealanders. 

 
26. Secondly, current policy settings may not be doing all they can to support the growth of 

higher productivity firms and industries, including facilitating the flow of higher skilled 
migrants to sectors of the economy where skill shortages may be acting as a significant 
constraint. In addition, our current approach to selecting migrants may have 
encouraged reliance over time on lower-skilled labour in some parts of the economy. 
This may have been discouraging some firms from either increasing wages and 
working conditions or investing, either in training existing workforce or in capital.  

 
27. The size of these effects may not be large on aggregate across the economy. But at 

the margin, we believe that there are benefits to making changes to immigration policy, 
where it may be potentially having these effects. The joint report you will receive 
outlines a broad package of adjustments to current settings, an overview of which is 
below as Figure 3. 

 
28. There is no single immigration policy lever, so if a shift in policy direction were to be 

made, there is a range of specific immigration categories and instruments that could be 
changed to operationalise these sorts of shifts. These would be the focus of further 
policy development if Ministers were comfortable with this policy direction.  
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Maximising the Contribution of Investor and Entrepreneur Migrants 

29. Another stream of the immigration work programme seeks to review our investor and 
entrepreneur visa categories. In general, the options proposed seek to increase the 
proportion of active investment, target migrants with international connections and 
entrepreneurial skills, and attract migrants earlier in their wealth cycle. 

  
30. Visas are granted to investor migrants in the expectation they will bring in capital and 

expertise such as entrepreneurial skills and connections that will help add value to New 
Zealand. In our view, the intent of these policies is that investor migrants will use their 
personal skills and networks to actively invest in start-up businesses or buy existing 
New Zealand businesses and help them grow and prosper.  

 
31. An initial study by MBIE explored the behaviour of investor migrants under the two 

existing Investor Migrant categories. Our interpretation of this research is that it showed 
that most investment by migrants in these categories is being used to purchase 
existing property assets (commercial and residential rental) or other “safe” assets like 
term deposits. We think this indicates that, at least to date, the current policies may not 
be delivering the value we desire from the combination of human and financial capital.  

 
32. 

  
33. 

 

s9(2)(f)(iv)

s9(2)(f)(iv)
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Next Steps 

 
34. As mentioned above, the information in this report summarises our view across a wide 

range of immigration policies. As this work programme progresses, we will continue to 
provide you with briefings on specific proposals through regular channels. However, if 
there are areas where you like any more detailed information from the Treasury, then 
we can provide that to you. 

  
35. Because there are difficult economic trade-offs involved in making policy decisions in 

these areas, we think there is an opportunity for you to influence the development of 
these policy proposals. In order to help surface some of these debates, we think there 
would be value in inviting some of your key Ministerial colleagues to discuss these 
proposals, in particular the Minister for Social Development, the Minister for Economic 
Development, and the Minister of Immigration. 
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Purpose 

1. On 10 December 2015, you received advice on a possible package of adjustments to current 
immigration settings to improve the long-term contribution of the immigration system to the 
labour market [T2015/2946/MBIE 0699 15-16, refers].   

2. You will be meeting on Wednesday 3 February 2016 to discuss the direction of any further 
work. Hon Anne Tolley may also attend the meeting. To support this discussion, this Aide 
Memoire provides an overview of the relationship between the education, welfare and 
immigration systems in respect of the Government’s long-term labour market objectives.  

The interrelationships between the immigration, welfare and education 
systems are complex 

3. The Government wants to improve long-run labour productivity growth, increase wages, 
achieve high levels of labour market participation, and reduce welfare dependency.1  This 
requires ensuring that there are jobs available across the economy, that the workforce is 
equipped with the skills needed, and that there is a shift in the way firms organise and use 
skills and capital.2  In practice, this involves providing the right incentives to individuals (who 
make choices about whether to work, how much they work, where they work, to train and up-
skill etc.), and firms (which make choices about recruitment, investing in training and/or 
capital).  

4. The Government uses a number of different levers, across various systems, to influence the 
choices made by firms and individuals (for example, employment regulation, immigration, 
education, welfare, tax rates, superannuation entitlements, science and innovation policies, 
business grants and assistance etc.).  Creating and maintaining a systematic coordination  
between the multiple levers across these various systems, including those traditionally 
focused on the labour market (e.g. immigration, education, and welfare), can be complex.   

5. This is because these various systems have multiple objectives, and are not solely focused 
on the labour market (for example, the immigration system also focuses on tourism and 
export education and social objectives). Across these various systems, there are also 
differences in the types of interventions used (e.g. regulation, information, and funding); 
degree of influence on individuals, firms, and other stakeholders (e.g. tertiary providers, 
immigration advisors, etc.); and lag time (i.e. the time it takes for an intervention, once put in 

                                                      
1 Business Growth Agenda – Skilled and Safe Workplaces, and Better Public Services Targets One and Six. 
2 New Zealand's Productivity Performance, New Zealand Treasury Productivity Paper TPRP 08/02 
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place, to take effect in the labour market) vis-à-vis impact time (i.e. how long the intervention 
continues to impact on the labour market).  

6. Annex One provides an overview of the interaction between the immigration, education and 
welfare systems in the labour market. These systems strive towards similar outcomes, but 
the rationale for intervention, the types of interventions and the lag and impact times vary.  In 
the short-term the immigration system has a complementary relationship to the: 

• education system, as it provides a short-term solution to the skills needs of firms and 
the wider economy in cases where there is a genuine skill shortage; and  

• welfare system, as it provides firms with access to labour where there is a persistent 
localised labour shortage.  

7. In the long-term, however, immigration’s impact on the labour market – in particular on the 
choices firms make about recruitment, investing in training and/or capital – could work 
against some of the outcomes sought by the education and welfare systems.3   

The adjustments proposed to current immigration settings seek to 
better complement the welfare and education systems  

8. The Government’s focus for the welfare system continues to be ensuring that Work and 
Income clients are supported to transition from welfare into work. The Ministry of Social 
Development’s investment approach sets the overarching framework for this focus. 
Supporting these clients, particularly those at high risk of long-term welfare dependency, to 
transition into the labour market is a key driver to minimising the size of the welfare liability 
over time.  

9. For the education system, the focus continues to be on ensuring that the workforce is 
equipped with the skills needed to succeed in the labour market throughout their working 
lives, which in turn supports firms and New Zealand’s long-term economic growth and social 
goals. As part of this, an ongoing focus has been placed on at-risk groups; and on ensuring 
that the system (in particular, the tertiary education system) becomes faster and more 
responsive to changing skill needs (including technical, but also soft skills etc.), and more 
engaged with firms to improve on-the-job development and training and utilisation of skills.  

10. In practice, for the lower skilled there are some interconnections between the education, 
welfare and immigration systems. For example, the front-loading of the Labour Market Test 
under the Essential Skills Policy, that will come into effect in March 2016, will require firms 
wanting to employ migrants for lower skilled jobs to engage with Work and Income to identify 
whether there are any beneficiaries available for that job. Work and Income also refers some 
clients to the education system for training.  

11. However, overall there is no systematic coordination between these systems.

12. 

                                                      
3 To Make or Buy (Skills): An Analysis of Training Decisions Using Microdata, MED, 2012  
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13. 

Next steps   

14. Should Ministers agree to the proposed direction for changes to current immigration settings, 
we will consult with key government and private stakeholders on assessing the likely short- 
and long-term impacts of any options for change, and how these could be managed over-
time. This will include alignment with the welfare and education systems, and if any changes 
to these systems are required. 
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Annex One: Overview of the interaction between the immigration, education 
and welfare systems in the labour market 
 

Lever Rationale for 
intervention:   

Main Outcomes (from the intervention) 
sought in the labour market include 

Type of intervention generally 
used: 

Lag 
Time 

Impact 
time  

Education   Positive externalities; 
capital market 
failures; and  
information 
asymmetries   

• Good labour market (and social) 
outcomes for the individual 

• Addressing skill shortages and skill 
gaps for firms  

• Improving economic performance by 
lifting the overall skill level of the 
workforce  

• Information (e.g. information 
on employment outcomes 
for tertiary opportunities) 

• Funding/subsidies (e.g. 
funding to tertiary education 
providers, student loans)  

Medium 
to Long  

Long 

Immigration Externalities • Addressing skill shortages and 
persistent localised labour shortages 
for firms (that cannot be met by the 
domestic supply in the short and long 
term) 

• Improving economic performance by 
lifting the overall skill level of the 
workforce 

• Regulation (e.g. labour 
market policy settings) 

• Information (e.g. information 
to firms on how to access 
migrant labour; information 
to migrants about 
employment prospects in 
NZ) 

Short  Long  

Welfare  Equity  • Good labour market (and social) 
outcomes for the individual 

• Encouraging transitions into work and 
addressing skill shortages and 
persistent localised labour shortages 
for firms 

• Information and services 
(e.g. job search support, 
skills improvement, short-
term training) 

• Funding/subsidies (e.g. 
benefit payments, wage 
subsidies) 

Short to 
Medium  

Long 
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