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Purpose

This paper sets out the proposed scope of work to respond to your request for further information
on the settings for a potential KiwiBuild visa.

Recommended action

The Ministry of Business, Innovation and Employment (MBIE) recommends thatyou:

a. Note a KiwiBuild visa has implications across a range of portfolios
Noted

b. Note the design of a KiwiBuild visa should consider the clrrent immigration settings, the
drivers of skills shortages in the sector and broader changes to-address supply constraints.

Noted
C. Direct MBIE to provide further advice to joint Ministers by end of February 2018 covering:
. the wider drivers of skills shortages.in:the building and construction sector
. the current immigration settings
. lessons learnt from the-immigrationresponse to the Canterbury earthquakes
. the potential impactof adjustments to the_currentimmigration settings.
Agree / Disagree

d. Note that this February 2018 briefing would-provide-a basis for discussion and direction on
further work ta develop a KiwiBuild visa.

Noted
Ruth lsaac Hon lain Lees-Galloway
General Manager, Labour and Immigration Policy Minister of Immigration
Labour, Séience and Enterprise, MBIE . /... /...
<. /AL 151——
" /
-~
Anna Butler Hon Jenny Salesa
General Manager, Building System Performance Minister of Building and Construction
Building, Resources and Markets, MBIE [ e

AL A

Hon Willie Jackson
Minster of Employment
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MBIE can provide you with material to support decisions about a
potential KiwiBuild visa

1. The Minister for Building and Construction has requested advice about the settings for a
potential KiwiBuild visa as one measure to address skills shortages facing the building and
construction sector. A range of portfolios are impacted by a potential KiwiBuild visa, including
Building and Construction, Immigration and Employment. MBIE is responsible for advice
across all of these portfolios. This briefing proposes the scope of further advice on the sector
and important aspects of immigration settings to inform the development and design of a
KiwiBuild visa.

2. It will be important to position the KiwiBuild visa settings within a broader skills’strategy for
the construction sector. The Minister for Building and Construction has b% ided with

initial advice on a skills strategy (refer Appendix One: The Building a
Workforce: Approach to a Skills Strategy).

scale projects. The sector makes considerable.us
risks and adjust quickly to market changes ‘ 9(2)(Q)(!

4.  Immigration can help act as a press&@ address | te s shortages, but it is
ives in for busine employ and frain New

ources or desire to engage in
training given their tight or. The focus most firms have on

a project-by-project ro i i n workforce training.

ation about the factors influencing the skills
ctiorsector. This information may provide an
ttings may affect the skilled labour supply and

is aim.

Wi ges might
6. ! nts an opportunity to work with the sector to develop a joint approach to
g its skills eeds — including a potential focus on employment and training
tcomes fi u have poorer labour market outcomes. The labour and skills

needs forfhe s re wide ranging, including those experienced in project management,
busi ent and working with new and disruptive technologies as well as a variety
skilled building practitioners.

erpment relationships with the sector could build on the work of the Sector Workforce
agement Programme (SWEP). SWEP is a cross-agency initiative' that works with
mployers to trial approaches to improve their access to reliable, appropriately skilled staff at
the right time and place, with a focus on supporting more New Zealanders, including young
people and those currently on benefits, into work.

Current immigration settings are enabling for employers to recruit skilled migrants
to the construction sector

8.  The immigration system already plays a role in supplying labour for New Zealand's
construction sector. The majority of construction workers entering New Zealand come in on

' SWEP is a cross-portfolio and cross-agency operational initiative comprising MBIE, the Ministry of Social
Development, the Ministry of Education and the Tertiary Education Commission. It is supported by a small
programme office housed within MBIE.
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an Essential Skills work visa. Many construction-related occupations appear on existing skills
shortages lists (meaning that there is no requirement to demonstrate that there are no New
Zealanders available) and a very high proportion of applications for construction-related
occupations are approved.

9. The current system settings were driven by the need for migrant workers to help meet strong
current and projected demand in the construction sector being driven by continuing
population growth in Auckland and the after-effects of the earthquakes in Christchurch and
the surrounding Canterbury region.

10. MBIE proposes to provide you with further information on:

. current visa settings which apply to construction-related occupations

. the number of migrants working in the construction sector and thei yers,
although MBIE has limited information on the number of migra ecifically
in the construction sector at any one point in time ( g

. the trends in construction-related migration over time

. how changes to the immigration settings over ti

11. In 2011, a number of initiatives were intr
region, in response to the major const
earthquakes. These included:

ected migrant S.
nsider :
ct skilled | e Canterbury
i wing the
.: (5]

. an adjustment to immigration s bury-specific list of desired
migrant occupatiorts -%- ist

o the Canterbupy’ S i€ anc mployme provides job-matching, information-
sharing,-a on facilitatio

i
12. MBIE propose v Ar.infarmation about the initiatives introduced in

o provide you wit
Canterburyto support the flo labour into the region and provide information on the
| s léarnfffom thesed
ges are I'ﬁly to% ist even if there is a short-term boost in skilled

abour, s nges to alleviate supply constraints are likely to be
beneficial
13. Migran ften considered a shorter-term solution to skills and labour shortages.
eveloping New Zealand workers is likely to be a more enduring solution
hard to achieve at scale in the short-term. The structure and practices in the
ing and construction sector and the current demands on the sector that are driving skills
shortages are likely to persist even i there is a short-term boost in skilled migrant labour. For
his reason it is likely to be beneficial to think about a wider package of policy changes to
alleviate supply constraints.

14. MBIE proposes to provide information on the role adjustments to immigration settings may
have in alleviating supply constraints. MBIE can also provide an initial indication of where
broader changes to address skills shortages in the building and construction workforce might
be beneficial.

Recommended next steps

15. MBIE proposes to provide joint Ministers with information on immigration settings including:

B the drivers of skills gaps in the building and construction sector
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current immigration settings

lessons learnt from Canterbury and the adjustments made to immigration settings to
support the rebuild process

an indication of the impact adjustments to the current immigration settings could have
on the supply of building and construction labour.

16. MBIE proposes to provide a briefing on this information by end of February 2018 to enable a
discussion between the relevant Ministers to determine the next steps for further advice.

17.  Further work in 2018 could then focus on detailed advice on options for the design of a
KiwiBuild visa, including:

testing design assumptions about a potential KiwiBuild visa proposal
?@ﬂm

application and design options that could make the policy attrac ive
employers

an indication of the likely impact of proposed adjustme t&n gration setti
how adjustments to immigration settings would tie-i ader work @
> @

supporting New Zealanders into construction-re

S
Ot
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BRIEFING

The Building and Construction Workforce: Approach to
a Skills Strategy

Date: 10 November 2017 Priority: Medium

Security In confidence Tracking 0841 17-18

classification: number:

Purpose 7.

1. You have asked to be briefed about a possible skills strategy for the buil \iép
construction sector. This briefing outlines issues facing the sector i cess facto
for an effective skills strategy, and provides initial advice on app es.thatcould be

to developing such a strategy.

2. This briefing also serves as background for the discussi People Leyer an M
13 November. @

Executive summary (\%@ /8%@

3. The building and construction workfarc \@‘n?delivering %,,* &gb}e)and affordable
housing to New Zealanders. However; the sector is facip mber of persistent issues
igh tevel <

emand fo

4.  The building and constru
pronounced boom
engage in subcont

and the e

projects. e factors may
% to low lab

e

he iod. A building and construction workforce with enough

acesac Ilenc;%
Gity and the right i skills will be central to enabling the sector to rise to the
allenges of-un d demand. This presents an opportunity to support the sector,
abll

i pressing short-term needs, and to support changes that will improve
the lo rm of the sector to deliver. A strong focus on capability alongside capacity
quality is maintained.

tegy could support the sector to increase the workforce’s capacity and capability.
fit within a broader government agenda across the building regulatory system,
@ sing strategy and skills and employment policy, and play an important role in supporting

KiwiBuild. A skills strategy would involve a mix of approaches and a range of levers. These
could include direct levers sitting within the building regulatory system, like occupational
regulation, as well as many levers sitting across other government areas and industry.

7.  This briefing provides initial advice about possible approaches to the development of a skills
strategy for the building and construction sector.
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Recommended action

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

a Note the building and construction sector is facing a number of persistent issues and
unprecedented levels of demand, placing significant pressure on the system

Noted

b Note the successful development and implementation of a skills strategy would require
cross-government and industry leadership and coordination

Noted
c Note the Ministry of Business, Innovation and Employment will provide you with further
information in the coming weeks on:

a. Occupational regulation in the building and construction sector; including on'the
regulation of professional engineers

b. Building consent officials
c. The issues and barriers to productivity in the sector
d. The role of the building regulatory system in-supporting KiwiBuild
Noted

d Note the Ministry of Business, Innovation and.Employment would like to.discuss possible
approaches to the development of a'skills'strategy for the building and construction

workforce
Noted
@IL\/
Anna Butler Hon Jenny Salesa
General Manager, Building System Minister for Building and Construction
Performance

T:029-200 6045
Building, Resources.andMarkets, MBIE

L9 ILANTEN
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The building workforce plays an essential role in the delivery of
safe, durable, affordable buildings

8.  The building and construction workforce plays a vital role in delivering affordable housing to
New Zealanders. The building sector employs almost 10 per cent of New Zealand’s
workforce and demand for housing and labour is still growing.

9.  The construction industry employed 243,000 people on average during the year to
September 2017, of whom 86 per cent were male and about half were over 40 years old. The
industry employed 22,300 more people in September 2017 than the same time a year
before. Between 2012 and 2015 the construction sector directly contributed one out of every
five new jobs in New Zealand. The nationwide boom is expected to increase demand for an
additional 56,000 construction-related workers from 2016 to 2022.

10. The work of the construction sector and the performance of the building regulatory system
affect all New Zealanders — the safety, health and wellbeing of all New.Zealandérs depend
on the performance of the buildings they use. It is important that‘péople living in and visiting
New Zealand can have confidence in the buildings they use-and occupy.

11. See Appendix 1: The People Story for the Building-and Construction Waorkforce for
further information about these groups of people and the government levers thataffect them.

The sector is facing a number of issues

12. The sector is facing a number of persistent issues coupled with unprecedented demand,
placing significant pressure on the system.

The sector experiences pronounced boom and-bust.cycles

13. The building and construction-sector operates in“a-rapidly changing environment. The sector
is very cyclical, typically experiencing more proneunced booms and busts than other
industries, as seeninthe figure below:
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Source: PwC analysis, Statistics New Zealand
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14. This volatility results in a high degree of business churn and labour movement in and out of
the sector. Construction businesses often work on a project-by-project basis and there is
significant uncertainty about the prospect of future work. The same concemns apply to
individuals considering entering the sector, possibly making it less attractive for people
seeking a stable career.

The sector is fragmented and diverse in response to uncertainty

15. The historical business model has been for many businesses to remain small; this may be in
order to better manage financial risk and enable rapid adjustment to market changes. The
sector is characterised by large numbers of small, diverse businesses with many self-
employed people. In 2015, 90 per cent of businesses involved in constructlon had five or
fewer employees. )

Employees & self-employed, share of overall workforce
% employees and self-employed: 2010

Self-employed

Employees

p - Construction services NZ average
16. Busmes§qs tend to'engage in fragmented Firms by employment size 35 of these firms are in
contracting.arrangements, working on small- %frns: 2012 o
‘ scale. developments. There are few incentives 2010 49 501099 100,76
~_to make large capital investments in labour- 624 9 0%

_"savmg technology because these costs are
s:gnlf icant and upfront. Relying heavily on
\ Y / labour and sub-contracting on a project-by-
\— project basis may be seen as a less-risky and

cheaper option in the short term for businesses. 6109
1.962

17. Labour-only contracts are also used to limit the LS
risks associated with broader responsibility for
the outcome of a project. Labour-only contracts
allow a builder to be paid for the building work
they carry out without the responsibility of hiring
other tradespeople, procuring the building
materials and managing coordination,
supervision and quality control for the project.

P
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18.

Holdups or constraints in one part of a building project can impose significant time costs and
delays on the project overall, and this can discourage innovation in building products and
techniques. This problem is exacerbated by New Zealand’s small market size and the limited
competition in some product markets.

There is low productivity growth and limited investment in training and development

19.

20.

The construction sector has historically had low labour productivity growth and low skills. The
volatile nature of the sector limits productivity, as many gains in labour skills are lost during
‘busts’.

The lack of confidence that there will be a pipeline of demand for work limits the sector's
investment in developing scale, innovation, and productivity. It also limits businesses’
incentives to invest in skills and capability development for the long term. A'eommon
operating model is for businesses to sub-contract on an as-required basis'rathér than training
and developing people internally.

The residential construction sector is reaching its capacity limits

21.

22.

23.

24,

25.

The residential building and construction sector is experiencing-capacity constraints,
Construction investment has risen significantly since2010 and this is expected to.continue
through to 2022. This growth has resulted in incréased .demand for construction.workers. As
outlined in MBIE’s 1 November briefing to the*Minister jof Housing and \Urban Development
[0645 17-18 refers], there has been a markKed rise.in.employment in the ‘construction sector
from March 2011 to September 2017.

This rise in construction employment is similar to continued high.demand for labour across a
range of industries with the unemployment rate for the September 2017 quarter at 4.6 per
cent, the lowest rate since,December

2008. This wider demand for labour % of resporidents reporting ‘severe’ or ‘moderate difficulty’
across the economy limits the Higagq yetollowing occupations
opportunities for growing arid upskilling B2912 (excludes firms with less than é employees)

the construction labodr-force by attracting BConstruction DNZ Avg.
people from-other'sectors or who.are
currently unemployed.

Theincreased demand for construction
labour’has led to rising\labour'costs with
wage rises in the sector well above the ‘all
industries’ average:-Many employers in
the construction'sector have reported Technicions

difficulties in attracting skilled staff. & associate
professions

Managers &
professionals

KiwiBuild ‘will further increase the peak

demand for labour. New solutions will be

needed to meet the increased demand for ~ o7esperons
labour, which could include labour-saving workers 25%
ways of working and removing barriers in E——————==

the consenting system as well as

increasing the workforce. All other bk
occupations

oo
48% »

Caw’

An increase in the demand for housing
will result in an increase in building
consents. This will put further pressure on
Building Consent Authorities (BCAs) and
the consenting process. Many BCAs have been carrying vacancies for some time and are
actively looking for building consent officials (BCOs), indicating that there may already be a
shortage in the sector. During building booms there is increased demand from the
consfruction sector for people with similar skills to those required of a BCO. This makes it
hard for BCAs to find staff when they most need them.

MBIE 0841 17-18
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26. Building work that is critical to a residential building’s structural soundness or
weathertightness is restricted and must be carried out or supervised by a Licensed Building
Practitioner (LBP). There are indications that LBPs supervising Restricted Building Work are
already stretched thin in some parts of the country, including Auckland. An increase in
demand for housing will place particular pressure on the LBP scheme.

27. The sector has historically demonstrated good labour market flexibility in responding to
changes in demand, although current conditions are particularly difficult. However, while the
supply of construction-related workers may support the growth of the construction workforce,
it is likely to be slower and more difficult to attract or train new LBPs.

It will be important to meet demand without compromising quality

28. In order to meet rising demand pressures, there is likely to be an influx of nfany-new and
unskilled workers entering the industry. Businesses will also face time and'cosf pressures
that will incentivise building cheaply and quickly. All these factors increase-the risks of poor/
quality building work, particularly in combination with the previously-mentioned stressesen
LBP supervision and the consenting system.

29. It will be important to balance cost, quality and speed when looking to increase-preduction.
As government and the sector work to increase prodaction to meet demand,.a strong focus
on capability alongside capacity will be needed to-ensure.quality is maintained:.

A skills strategy could help address these challenges

30. A skills strategy for the building and'canstruction sector could provide a strategic,
coordinated approach to supporting the industry to develop the workforce and skill-sets it will
need to meet the challenges outlined above.

31. It would sit within the-contéxt of a’larger governrhent agenda and have important linkages
with other policy areas;-including both the broader housing area and the skills and
employment afeas. ) )

Building
Regulatory
System

Broader Skills B
and Employmen

Strategy e KiwiBuild
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32. The diagram below shows how a skills strategy for the building and construction sector could
fit within the broader housing and construction context:

E | Meet housing demand
= } (time, quality, price)
1
i
§_ tand Infrastructure Development Construction
1
Q
—
g , (McredseséctErtapacity and
3 | Increase sector productivity : LN ‘
s capability
b
wn \, N\ .
g Remove”” ,-\\Iylg_rg/‘ The right MNQA
5 P innovation, [ERUEISeNk people in
o regulatory, 1\ A
= ba: e b)new the the
= '"\-‘:}\(i‘* technology NEelEa{el(eS workforce

A successful skills strategy would depend on'multiple factors

33. The successful development.of-a skills strategy. for-the building and construction sector will
depend on a number of critical success factors:

A multi-pronged approach will be required

34. Increasing the capacity of the building and
construction workforce is only'ong, of the possible
ways to meet demand;.emphasis could also be
placed on increasing sectetproductivity through
new technolagy orimporting prefabricated
components from overseas, for example.

With the sector already at capacity, increasing
production will require increasing productivity,
35. MBIE willprovide you with information on issues increasing capacity, or both.

and barriers to increasing productivity in the

building and construction sector on 17 November.

36, \ "These other approaches could alleviate workforce pressures, but they could also change the
type of skills required — for example, increasing demand for digital or specialised skill-sets.
The skills strategy should ensure the right skill-sets are present to support the broader
housing strategy.

37. MBIE will provide you with information about how possible changes to the building regulatory
system, including consenting, could support KiwiBuild on 17 November.

A balance of short- and long-term objectives and interventions will be needed

38. There are both short-term, acute workforce needs and longer-term drivers for change; a skills
strategy should balance these. Short-term interventions will play an important role in
delivering ‘quick wins' to address acute skills shortages and provide labour that is needed
immediately to support initiatives like KiwiBuild. As short-term solutions may not address the
range of underlying issues, they must be balanced by work that considers the long-term

MBIE 0841 17-18
In Confidence 7



39.

40.

41.

strategic direction of the workforce and the
sector. For example, the last 1,000 homes built
under KiwiBuild may be produced quite
differently than the first 1,000, incorporating !
new, innovative methods and USing new Meeting the commitments of KiwiBuild will mean

business models within the sector. both quickly ramping-up production of housing and
making long-term changes for a more productive
One example of the balance between short- and and adaptable sector. A balance of both short- and

Iong-term drivers is the balance between medium/long-term actions will be required.
drawing on temporary labour from overseas and

developing the workforce locally over time. A tool like the proposed KiwiBuild visa that aims
to make it easier to bring skilled labour from overseas could help address immediate labour
shortages, ideally supported by a training requirement to ensure people have sufficient
understanding of the New Zealand Building Code and their responsibilities. This’could be
combined with job fairs overseas, like the recent ‘LookSeeBuild’ initiative to attract skilled
people from the UK to New Zealand. Job fairs in New Zealand could'be used to attract
people from other industries. Tailored work-ready training for job-seekers.on benefits could
help fill immediate gaps.

On a longer-term basis, instead of or in addition to temporarydabour from other countries-and
sectors, emphasis can be placed on growing the workforce skills base within New Zealand.
The government's plan to incentivise more apprenticeshipsthrough the Dole for
Apprenticeships initiative is an example of a leng-term/policy to increase the-supply of skilled
labour over time. Another possibility is Jlinking.in-with first-year-free tertiary education,
encouraging students to take up construction-related careers., This could be coupled with
sustained efforts to change the way the industry is perceived, in’ particular looking fo increase
the representation of currently under-represented demographic,groups like women.

Other examples of possible interventions are listed, in Appendix 2: Possibilities for a
Building and Construction Skills Strategy.

Industry leadership and coordination are essential

42.

43.

44,

SuccessWill-rely on industry and ‘employers buying in to the development of a strategy and
taking'a leadership role. This'issbecause a number of the key interventions rely on significant
changes.to-theé behaviour and business models within the sector. While government also has
an essential role to play, for the,changes to be sustainable, the industry must be committed
to.making and embedding new ways of working, including training and development.

Key industry ‘stakeholders include but are not limited to:

a. Industry groups and bodies (eg. Master Builders, Master Plumbers, New Zealand
Certified Builders, Construction Industry Council, IPANZ, Engineering NZ)

Employers and contractors
Architects and designers
Training/tertiary providers (eg. industry training organisations, universities)

® a0l

Building Advisory Panel (advisory to MBIE)

New Zealand'’s building and construction sector is complex and fragmented, with the high
level of market volatility serving to keep firms small and incentivising sub-contracting to
manage risks. There are a variety of stakeholders with diverse interests and needs. The
sector does not have a combined voice on the key issues and priorities, or the preferred
direction for strategic change. This makes achieving consensus a challenge, as views are
usually disparate and contradictory across the sector. For this reason, sector-led
coordination and collaboration will be necessary.

MBIE 0841 17-18
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A cross-government skills strategy is an opportunity to show leadership

45. A skills strategy for the building and construction sector provides an opportunity to coordinate
a range of government levers (such as immigration, tertiary education, skills, employment
and welfare settings, as well as government-led skills initiatives for specific groups). The
government may also have a role to play in requiring or supporting changes to behaviour in
the sector that would not otherwise happen. It is therefore important to gain ministerial- and
ministry-level agreement to a way of working, to ensure the effectiveness of a skills strategy.

46. The skills strategy could involve a variety of portfolios, including but not limited to:

Building and Construction
Education

Immigration

Employment

Social Development
Pacific People

Maori Development

T@ ™o a0 oo

Women

47. The success of a skills strategy will depend-on
coordination, both between government
agencies and between governmentiand the
sector. Experience suggests that joined-up
approaches are most likely t6-be successful;
however, there are a range of possible
approaches to joining-up.These-are explored
further in the ‘Approaches’ section of this
briefing.

i \ ;-
governmit "~
G D

ViRfeoth'ggvernment and sector involvement will
b feduirgd, there are a range of approaches that
eanM\b@ taken to how initiatives are led, resourced
and governed.

You'can‘influence the workforce through direct regulatory levers

48. “The ‘People’ component of the building regulatory system is the key element of the building
regulatory/system that overlaps with thinking about a building and construction skills strategy.

MBIE's leversin this area include:
. occupational regulation
. competency assessment for BCOs

o information and education.

MBIE 0841 17-18
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Building Regulatary
! E System
‘People’ part of the system
¢ Occupational regulation

o Building practitioners
o Electrical workers
e Plumbers, gasfitters and
drainlayers
* Architects
Professional@ngineers
........

< ®%

The key ‘People’ lever in the building regula oc i egulation
49. A skilled and accountable workforce isesséntial fora well-functioni pbanjding and
nstruction sector aims to

Building
- Regulatory
System

o %
=S .'".‘ i
.

"~

- KiwiBuild_

construction sector. Occupational r. the building

protect the public from harm, by restricting the type of n be carried out by
unlicensed people, holding irgiLdt{als account forpo lifting standards and
ensuring people are ad /klled to car?{/eu ical work.

50. Six independent statutory boards oversee.the ational regulation regimes. Around
64,000 people {Qa 243,000 employed\in the sector are directly regulated by one of
I

the six om?l/pa i ation regi . Six occupational groups are:
. B @ ctitioners
i s

@7\ ineering a ciates\

@ Plumbers, %@{a?nd drainlayers
Ar %
%‘ orkers.

.

.

51 @h urrent occupational regulation system has its strengths, there are indications that
re_are a number of areas that could be improved, including:

@ Regulation for some occupations may not be proportionate to the risk to the public

. Serious complaints are not always managed effectively

. Common services across separate occupations are delivered separately, creating
duplication of effort.

52. MBIE will provide you with further information on the occupational regulation regimes,
including on the licensing of professional engineers, on 24 November 2017.
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Building consent officials are regulated through building consent authorities

53. While regulation often operates at the level of the individual practitioner, as with the six
occupations listed above, it can also operate at the level of the organisation. This is the case
for BCOs.

54. BCOs are employed by BCAs, and are responsible for processing consent applications,
carrying out inspections and certifying compliance with the Building Code. It is estimated that
around 1,500 people work as BCOs. Recent changes to the BCA accreditation requirements
have made it mandatory for BCOs to have a qualification; however, final responsibility for
assessing the competency of BCOs and ensuring they are assigned work within their
competency rests with BCAs. To do this, many BCAs use the National Competency
Assessment System. Work is currently underway to review this system.

55. MBIE will provide you with a fuller briefing on BCOs on 24 November. @ «
m@

Example approaches «
%
wing

56. Given the factors to balance discussed in the sections abg ere& a spectrum of \)/b
approaches that could be taken to developing a coo ive skills strategy a
government and industry.
] y-led e fo

57. Possible approaches exist on a spectrum fro @ -led to ine llo
sections provide a high-level overview of along tha nvith examples of
these approaches in action on a small elp illustr could work. A
successful strategy will require elerent of the appro ; these are meant to

illustrate the spectrum of approache rthanas e

Approach A: Industry-le ’ tion
58. Given the importa 0 leaders _- ess of a skills strategy, one possible
approach is fopind ers to le ql - ment of a strategy in collaboration with

governme
59. Advanta this type of a include the following:
@ eaders and may be more likely to participate than if government-
|

@ Facilitates M of industry best-practice and leading by example

gned solutions can be tailored specifically to employer needs.

60. Dis 1! $)0f this approach can include the following:
ability for the government to direct the development of the strategy
% end to be aspirational, with limited ability for the government to ensure goals are met

@ o May not be as specifically focused on meeting the government's objectives (eg.
meeting the workforce requirements of KiwiBuild)

° May tend to focus more on industry levers, placing less emphasis on government
levers.
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EXAMPLE: Construction Sector Workforce Plan for Greater Christchurch

This was an industry-led initiative that, with the support of MBIE and the Canterbury Earthquake
Recovery Authority, identified challenges and opportunities facing the construction sector
workforce in the Canterbury rebuild. It outlined a wide range of recommendations to address skill
shortages, the quality of the workforce, training, industry standards, social issues,
accommodation and funding. The plan also outlined roles and responsibilities in accordance with
each recommendation and was dependent upon the collaboration of industry leaders and
Government.

Approach B: Industry-government partnership
t a

uence chang <
rrangemen‘

ry s goal re can
nrole, a eld to
account by the others
. Distributes the burden of pro&@r g and resqu r evenly.
63. Disadvantages of this appr ni e the fo
. Can be complex layers inv
parties Q
- oo

° As it de parties ta ki

an com %

kes a lo esults to become apparent, it can be challenging to
ontinuing b mmitment of resources without the immediate ability to
nstrate o

come
equires @ project team; this generally comes from government resourcing.

61. A way of leveraging the contributions of both government and industry i |
balanced partnership between industry leaders and government ag
responsibilities are allocated to the participants who are best pla
This type of approach generally requires robust, mdependent governan

62. Advantages of this type of approach can include the foII

. Allows for the inclusion of both the governmen
help ensure buy-in from both industry an

o Requires parties to take accountabili

strong coordination across all

sibility for their role, if some parties are less
es
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EXAMPLE: Sector Workforce Engagement Programme (SWEP)

SWERP is a joint agency initiative funded by MSD and MBIE which develops labour market
solutions in sectors critical to New Zealand, including construction. SWEP aims to improve
employers’ access to reliable, appropriately skilled staff at the right time and place while giving
priority to domestic job seekers and beneficiaries. It achieves this through working across
government and connecting government agencies (MBIE, MOE, TEC, MSD and Immigration) in
addition to connecting with key stakeholders within each sector. SWEP’s goals are to:

o improve supply and matching of skills in the labour market

e reduce the number of working-age beneficiaries and the cost of long-term welfare
dependence
e increase the responsiveness of the skills development system fo |

and

e remove skills constraints to enable business growth and i uctivity ( g )

e reduce reliance on low-skilled, temporary migrant labour.
MBIE has dedicated staff members who facilitate the e
parties involved to each other. Multiple agencies have ntributed re
staff members from MSD, to the programme. @ %
The SWEP programme in the construc as focus @ jor projects in
Auckland, centred on jobs and skills‘\hubs ed in Ara (Au ntérnational Airport),
Auckland CBD and Tamaki.
As an example, Ara | ckland hs‘and.skills hub, connecting employers with
South Aucklanders i sing\to_up-skill the workforce at the airport.

Auckland Airp ould generate around 27,000 new jobs over the

next 30 . i nd surrounding businesses. Ara is a charitable
trust owne i dustry and supported by the South Auckland
i vernment an i i ;

Airport jo
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Approach C: Government-led collaboration

64. The government can also take the lead, either by pulling together a dedicated task force to
coordinate actions across government and collaborate with the sector, or by assigning the
lead to a specific agency which is given the mandate to work across agencies and the sector.

65. Advantages to this type of approach can include the following:

° Government is well positioned to design a programme that will meet government
objectives, and to monitor progress to ensure goals are being met

. Government has more ability to control risks

. Well placed to make use of government levers.

66. Disadvantages to this approach can include the following:
o Industry may be less likely to participate

o Proposed solutions may be less employer-centric and les %eet the n
of the sector
. Requires high levels of government commitmen @@unding and e
. Scope may be limited to a single focus.
67. As mentioned above, the developmentof a s gali
P, Wty
uilding regulatory's m, like
itting across ovérnment areas and

approaches outlined above. It would incl
industry.
Next steps /)@Q _QON
A\ ~7

these would include direct levers sittin
68. MBIE would like \éthe development of a skills strategy for

Q U
A

occupational regulation, and a range of |
e development of more specific next steps.

the building :i@; action sect
69. Next -%‘ follows:
% {ovember MB% rovide you with further information on:
@@) the issuea rs to productivity in the sector
) _ Ne

the-building regulatory system in supporting KiwiBuild.
. By overmber MBIE will provide you with a detailed briefing on:
pational regulation, including engineers

%%% building consent officials.
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Goals

Levers

People

2 & MINISTRY OF BUSINESS,
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¥ HIKINA WHAKATUTUKI

Appendix 1: The People Story for the Building and Construction Workforce

An accountable workforce with the right skills, which the public can have confidence in

Building users understand the system, and Building owners know the system and The building and construction sector has the capacity and capability The building and construction sector has the

have confidence in the buildings they use their rights to deliver high-quality, timely building services capacity and capability to deliver accurate, timely
and occupy consenting

The workforce is professional, accountable and continually learning and adapting
Building Act 2004

Education and information

Education and information Education and information Education and information

Consumer protection measures

Compliance monitoring Compliance monitoring Building Consent Authority accreditation
Occupational regulation @ &
Skills and employment (MBI @ @
— Immigration (MBIE) é& %

Competency assessment system for BCOs

Building Users Building Owners - Constructio Worker Building Consenting Officers (BCOs)
Residentia
4,800,000 general public (Stats NZ) 131,000 landlords (from ographics*:
1,158,000 2015 MBIE OIA) ) 6% male
Residential owner- ct|on relate % 14% female
occupier households

. . 71% European
(2017 private dwelling 12% Maori e—— about 1,500 BCOs

2,500,000 estimates, Stats NZ)
8% Asian
" s
(emplom p:ople " In the commercial property market, of all asset 6% Pacific
Stats NZ, Labour Market approximately: o
Statistics, March 2017) 48% over 40 years old

e  35% are owned by owner-occupie

e  60% are owned by small |nvestor
properties)

(Reserve Bank NZ, Nov 201 4/F\na

| 2 \f"
P4

BCOs are employed by 66 Building Consent Authorities
— around New Zealand

*Household Labour Force Survey, annual
averages for the year to September 2017

e..............‘.

@ 1,889 3,492 ,086

S - e . \ Plumbers, Gasfitters o) . A4 . . a . . .
- .

0( Building Practitioners @ J and Drainlayers 7(.\_ Architects /} Professional Engineers Engineering Associates

Mandatory licensing Mandatory licensing Mandatory licensing Mandatory licensing Mandatory licensing Mandatory licensing

for restricted building work only yes, for all work yes, with some exceptions no, voluntary only no, voluntary only no, voluntary only

Reassessment Reassessment Reassessment Reassessment Reassessment Reassessment

every 2 years every 2 years annually every 5 years every 6 years at least (usually 4-6) every 4 years

Complaints received Complaints received Complaints received Complaints received Complaints received Complaints received

217 (2016/17) 96 (2015/16) 44 (2015/16) 7 (2015/16) 24 (2014/15) 1(2014/15)

Who investigates complaints Who investigates complaints Who investigates complaints Who investigates complaints Who investigates complaints Who investigates complaints

MBIE, the Board MBIE-appointed internal investigator Board-appointed investigator the Board Engineering NZ (formerly IPENZ) Minister-appointed committee

lllegal/unlicensed activity lllegal/unlicensed activity lllegal/unlicensed activity Illegal/unlicensed activity lllegal/unlicensed activity lllegal/unlicensed activity

can be prosecuted by many parties,
including MBIE, TAs, BCAs

investigated/prosecuted by the
Board

investigated/prosecuted by the
Board

no agency seeks out or prosecutes
practitioners falsely using title

no agency seeks out or prosecutes
practitioners falsely using title

no agency seeks out or prosecutes
practitioners falsely using title



i¥§ Appendix 2: Possibilities for a Building and Construction Skills Strategy

Critical success factors Possible interventions Example approaches Next steps
]
. . A skills strategy for the building and construction A joined-up way of working will be required to MBIE would like to discuss possible

e A multi pronged_approach that strlkgs a balan<_:_e sector would rely on a range of levers across many coordinate a skills strategy across the many levers hes to the devel : t of a skill
between increasing workforce capacity/capability government and sector parties d parties. Th f h approaches to the development of a skills
and increasing productivity through other labour- and parties. Ihere are a range oj approaches across strategy for the building and construction

. . i a spectrum from industry- to government-led t ith to inf th

saving means (eg. use of prefab, innovative collaborations, although in any case multiple secrar with you, co jntorm tne
business models) e Review occupational regulation: Ensure ’ g Y muitip development of further advice.
A bal £ sh di b 4 occupational regulation is fit-for-purpose, and approaches and extensive collaboration would be

° alance of short- and long-term objectives an i ’ i i
o g ] that it protects the public from risk without required. The below are examples to illustrate what Next steps are as follows:

o . an approach could | like
. o unduly limiting the entry of people into the

e Industry leadership and coordination workforce (Building and Construction portfolio) e By 17 November MBIE will provide

e Cross-government leadership and coordination <§ you with further information on:

e A balance of direct levers within the building ¢ Adjust immigration settings: Explore options to Indust llaBoration the i d barriers t
regulatory system (eg. occupational regulation) make it easier to bring labour from overseas, eg stry leaders lead the de nt of a ) rgc;f;?\fi:nin tﬁ;rgeercs‘to?
and other levers across government and industry KiwiBuild visa (MBIE) v . - P ¥

in collabor, ith\government

. o the role of the building regulatory
Make the workforce more reflective of the @ system in supporting KiwiBuild.

general population: Explore whether the current ample: Cgqd @. ctor Workforce
employment environment may not be suited to o Plan fopGre Chisfstchurch e By 24 November MBIE will provide
you with a detailed briefing on:

attractive to people from different backgrou
Work on strategies for addressing barriers a

mak!ng th? work environment more acc b O occupational regulation, including
and inclusive (employers, MBIE, ageneies, engineers

community groups) @

o building consent officials.
Better promote the ind N éverag
self-promotion; bet upation

Outlook app and_Sh ployme Industry-government partnership
. ort)]portu - ith Balanced partnership between industry
ce In scho wit leaders and government agencies. Roles

Stakeholders

| and responsibilities are allocated to the

emographi
» MOE, IT0s, in ss'ns) participants who are best placed to
Government: influence change. This type of approach
i or generally requires robust, independent

MSD, employers, governance arrangement

e Ministry of Education
e Ministry of Social Development

e MBIE (Building System Performance, Immigration,
Skills and Employment, Construction and Housing
Markets)

e Department of Corrections
e Tertiary Education Commission

Example: Sector Workforce Engagement
Project (SWEP)

odels: Encourage/incentivise
ys of working, like 'builder/developer’

diffefer
m or rge-scale residential developments,
% ch'may offer stable career paths and training

ployers, industry organisations, MBIE) Government-led collaboration

°
- 2
[}

e Ministry for Pacific Affairs

The government takes the lead, either by
pulling together a dedicated task force to
coordinate actions across government and
collaborate with the sector, or by assigning
the lead to a specific agency which is given
the mandate to work across agencies and

* Te Puni Kokiri e Make the industry more appealing to overseas

® Ministry for Women businesses: Ensure market settings encourage
e Occupational Boards international firms to invest in NZ construction

e Building Consent Authorities sector (MBIE, T&E, MFAT)

e Incentivise expatriates to return: Attract skilled the sector
Industry: workers back from overseas, eg. with stipends,
e Employers :(r:sglr::\?;?sd)atlon (MBIE, industry associations,

e Industry organisations (IPANZ, Master Builders,

New Zealand Construction Industry Council etc.) . . .
e Tailored training: Support shared learning across

e Tertiary providers and training organisations the sector; develop and deliver tailored training
(Universities, BCITO etc.) courses, eg. for job-seekers (employers, industry
associations, ITOs, MOE, TEC)
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BRIEFING

Report back on in-study work rights for international students

[ Date: ‘12 De_&embgyv2018 ; B TPriority: 1 Low B o
Security In Confidence ' Tracking 1822 18-19 |
classification: _ o ) | number: - o - - |
Purpose )2,

This briefing provides advice on whether comprehensive change to in-study w &'@or
international students will support your objectives for international educati

Executive Summary o)
<

Following implementation of the policy changes to post-studyx

whether comprehensive changes to in-study work rights-are he€ded4o achieve
international education [3893 17-18 refers]. These o ' :

a.  ensure that pathways for internati s-are fit-for- % contribute to the
skills and qualifications New Zegal .
V

‘ed by unscrupulous

C. minimise the loss

If your objectives for iffe 2 ionare @ 5 in-study work rights there is not a strong
case for comprehepsi\& X , EGE aTeduction in or removal of in-study work rights:
a. ill s k 3 jectt Sure that pathways are fit-for-purpose as there is not a
% i sy werk rights and residence pathways;
increase th& likelihodd of exploitation as the reduction or removal of in-study work
ghts may in&ifier international students being in financial distress as they will

ort themselves during their study, or may result in increased non-
visa conditions; and

c. %‘ ly to discourage bona fide international students from choosing New

aland as a study destination as the majority consider the ability to work important for

sons not motivated by migration.

& tl the impact of previous changes to immigration settings are yet to flow through the
Rterrational education ‘pipeline’, therefore officials recommend no comprehensive change to in-
study work rights is required. This will allow officials to consider and analyse the impact of earlier
changes, alongside monitoring the impact of tightening post-study work rights.

Officials have identified minor and technical amendments to improve the workability of in-study
work rights, including granting study abroad international students in-study work rights and clearly
defining the Christmas-New Year vacation period during which many international students can
work full time.

Officials welcome a discussion with you about whether you would like to progress these minor and
technical changes in light of your respective priorities for the immigration work programme.



Recommended action

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

a. Agree that no further work will be undertaken at this time on comprehensive change to in-
study work rights.
@e / Disagree

b. Discuss whether you would like to progress minor and technical changes to in-study work
rights in light of your other priorities for the immigration work programme.

bo '\ob Ws} b fe e - Discuss

c. Agree to refer this briefing to Hon Chris Hipkins, Minister of Educati formation.

)

Sian Roguski
Manager, Immigration Policy
Labour and Immigration Policy, MBIE

Background

1. You have identified
international st

a. e t
RPN
uce the likgkhood ernational students being exploited by unscrupulous
ployers, roviders and agents; and
. tomj oSses of genuine international students.
Wi Ives in mind, officials undertook a review of post-study work rights in early
as assessed as the policy area where there was the most immediate

to make changes to meet your objectives. A review of in-study work rights was
ended as the second stage of policy advice to give officials the opportunity to

sider whether further changes would be needed once post-study work rights changes
ere implemented.

d qualifi

ealand needs;

3. On 8 August 2018 you announced changes to post-study work rights in line with your
objectives which:

a.  reduce the length of post-study work visas for international students studying
qualifications at lower levels on the New Zealand Qualification Framework and
intemational students living in Auckland (which will incentivise higher level study and
study in the regions as well as directing international students studying at lower levels
into other visa options, such as the labour market tested Essential Skills visa); and

b.  remove the employer link to the granting of a post-study work visa (reducing the risk of
exploitation).



4.  Following implementation of the policy changes to post-study work rights on 26 November
2018, officials have considered whether comprehensive changes to in-study work rights are
needed to achieve your objectives for international education.

Current in-study work rights for international students

5.  Most international students are allowed to work for up to 20 hours per week while they study,
and full time during scheduled vacations (e.g. over Christmas-New Year vacation period and
semester breaks).

6. To be eligible for these work rights, international students must be enrolled in a full time
programme of study that is either: eligible for points under the Skilled Migrant Category
(SMC); a one year student exchange programme; a six month English Iang@urse; ora

14 week English language course at a University or high performing provi @
rs.

7. Masters by research and PhD students do not have any limit on thej

y not sup

Comprehensive changes to in-study work ts
your objectives for international educatitgﬁfjL

8.  There is not a strong link between i \ ghts and re n athways. The majority
‘n.

Objective One: to ensure that pathways for interna e and

contribute to the skiils and qualifications Ne

of international students leave New oA completion o tudies, but while they are

studying a significant portion S!\
. In-study work rights do ivate »K dents in the same way that post-

international students, separate to

migration related m b sipyhake international study more affordable,
give the stude i i g info/ their local community and provide a practical

dorsnNet Mean that a‘student entered paid employment, a survey commissioned by
'R,. 3 nomic Valuation of International Education in New Zealand
2078, found t& 0 to 90 per cent of tertiary students reported that they have paid

employmeni:
11.  Thighi r of international students who work during study is compared to 43 per cent
that finished tertiary study and went on to post-study work rights in the January to
r

er 2016 year.

e is also evidence that in-study work rights improve the labour market outcomes for New
Zealanders. The 2018 report on the Impact of Temporary Migration on Employment and
Earnings of New Zealanders concluded that international students while studying have a
significant positive employment effect for youth and beneficiary hires.'

Objective Two: reduce the likelihood of international students being exploited by
unscrupulous employers, education providers and agents

13. Policy changes that reduce or remove in-study work rights for international students may
increase the likelihood of exploitation. It is already known that international students can be
particularly vulnerable to exploitation for a number of reasons, including (but not limited to)
financial pressures and reluctance to report exploitation, especially if there may be
consequences for their immigration status.

! The positive effects for youth hires were both direct (had an impact in the same region and industry) and
combined (had an impact on different industries in the same region).



14.

15.

17.

18.

19.

Objective Three: minimise the losses of genuine international stu&\S
16. nts ¢!

When applying for a student visa, applicants must provide evidence that they have funds to
support themselves for the duration of their study. However, we know that many international
students also rely on part-time work to support their study.

A reduction in in-study work rights may increase international students’ vulnerability to
exploitation through:

a.  higher non-compliance with visa conditions, such as sex work or working ‘under the
table’ in excess of allowed hours in order to earn enough money to support
themselves;

b.  anincrease in the number of international students relying on loans to afford to live in
New Zealand, and having to find means to pay back these loans; or @

C. students working outside of formal employment contracts.

International education is a global market and internation ider Ne

as one of the many destinations available to them. In-
the ways New Zealand competes with other countri t

Our current in-study work rights settings are il to our ma jlors. Both
Australia and Canada allow international a weake i

during semester breaks. The United Ki
degree level or above to work 20 ho

ea}%
ights settingg are\0ne

ents studying at sub-
rk full time during

degree level are allowed to work-10 h :

vacations. @

While it is difficult to e me of stude ay chose not to study in New
Zealand as a resuit to in-stud ts: changes would likely discourage bona
fide internation rom choog! aland as a study destination (more so than
changes tobs! rk rights, or removal of in-study work rights would

decrease Z s relat jlity compared to our key comparator countries.

THEA-Oradus survey foun er cent of international students reported that the
m' ork while st{tdying i er important or very important when deciding where to
dy. As discussed e majority of international students take up in-study work rights

or reasops n@h keiated to migration motivation, therefore the reduction or removal of in-
udy wo ely to discourage non-migration motivated students.
npa previous changes to immigration settings are yet to

gh the international education system

vanges to post-study work rights were implemented on 26 November 2018. Grand-
parenting the changes to post-study work rights mean the effects of the changes will take
time to flow through the system. Figure 1 below sets out that the changes to post-study work
rights will not apply to all international students until 2024 due to grand-parenting and the
sunset clause of the regional proposal.

Figure 1: Interaction of current grandparenting and additional sunset clause

2019 2020 2021 2022 2023 : 2024

All iternational

: { siudents are under |1
Regionalisation grandparented work rights (2 years in dutation) : the same

Regionalisation sunset clause

Yimnugration settings B

Current grandparenting provisions for oxisteng students



21. In addition there have been other policy changes to address issues in international
education, including strengthening of English language proficiency settings in 2015 and 2017
and changes to Skilled Migrant Category requirements in 2017.

22. The effects of all of these changes are still making their way through the international student
‘pipeline’. Therefore officials recommend that no further work is undertaken on changes to in-
study work rights. This will allow officials to consider and analyse the impact of earlier
changes, alongside monitoring the impact of tightening post-study work rights.

23.  If the recent reduction in international students studying sub-degree programmes is
sustained, it is unlikely that there will be a need for further revisions to in-study work rights. It
is possible that many students motivated by work and/or residence rather than study would
already be deterred from studying in New Zealand by the changes introdu nce 2015
and through the tightening of post-study work rights.

There are minor and technical changes that cou@e ogress
improve in-study work rights settings A~

Q O\ -
24. Officials have identified minor and technical amendm \{@ve the w in-
study work rights:

oad stud e middle of
rn to thei coyntry to complete
i profile as exchange

udy work rights to study
ore high value international

nd as their stug
i Ol 'nal students are allowed to work full-
acatjqrivperiod. However current immigration
ine the’ Beginning and end of this period, which has
students about when exactly when they are able to

the absence of formal clarification Immigration
nce for staff clarifying how this instruction should be

a.  Study abroad international stude
their study, pay international fees
their qualification. These stud

d.
253 amendme Mquire Cabinet agreement and possibly public consultation. We
vould wel ation with you on your respective priorities for the immigration work
programmie.

N

tainable growth of the sector that regulators, education providers and international

V.
@\SSNE& Zealand competes on a global stage for international students, it is important for the
students can confidently plan for study and study provision from an informed position.

27. Subject to your agreement to undertake no further work on comprehensive change to in-
study work rights, officials recommend communicating this decision with the international
education sector,





