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Key messages for May 2022

1.

The recent labour market statistics showed the labour market remained
resilient over the quarter while Omicron cases peaked across New Zealand.
Other than an increase in workers reporting being away from work due to
sickness, Omicron had little effects on overall labour market outcomes in the
March 2022 quarter.

However, employment growth has slowed. While the headline
unemployment rate remained unchanged at 3.2 percent, growth in the number of
people employed remains lower than in March 2021. Employment growth will
likely continue to remain below 2021 levels as softening eco condltl
expected.

Wages are rising, with labour market tight &g one d
wage increases have not kept up with the co , andfi k‘ are reportlng
further price rises are likely. Househol a Ios comes as rises
in the cost of living are higher.

tightness may als migration rebalance, although we
expect the ret over the next few years. Education and
training p n for employers.

There are areas of spare ca rket giving employers
options to address lab t| “ ere remains a pool of
underutilised workers %{h antin urs of work. Some of the

im

re emerging, creating risks for the labour market.

naII dwmds include geopolitical uncertainty, supply-chain

tlon wns in trading partners. Domestically, rising interest rates
use prices may curb consumer spending.

impacts of the border reopening on the labour market will depend on
w Zealanders’ and migrants’ travel behaviour. Some factors influencing
travel plans geopolitical risks deterring some overseas travellers, and the
attractive Australian markets pulling some NZ workers.
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Key topic - The labour market remains tight in the March 2022 quarter, with
signs of slowing employment growth.

Omicron had minimal effects to most industries, and the overall labour market
remained tight in the March 2022 quarter.

o The recent labour market statistics release showed the unemployment rate
remaining unchanged at 3.2 percent. With the labour market remining tight,
wage growth increased to its highest level since 2009. Refer to BR 2122-4158
Labour Market Statistics Snapshot for further data on the labour market.

o The economy continues to weather COVID-19 outbreaks well. More people were

away from work for a full week due to sickness over the qu likely du the
Omicron outbreak. However, this only made up a total @ nt @

people) of employed people.
0 eekly hou w , with a
0 hav - ee venIy impacted

se n requirements.

o There was a smaller than expected impact on
slight decline of 0.2 percent. Industries are
with Hospitality facing worker absente

o The number of people working fr @
people (down 103,900 people), flecting
workplaces in the less re e tings &\- x

the Alert Level 3 setti
setting in the Mar

eople returning to
e March quarter. Compared to

Economic he

s and lower house prices may all contribute to weaker
and. This could lead to slowing employment growth and
ployment and underutilisation in the medium term.

mcr@
o Quarterly Survey of Business Opinion (QSBO) showed a net 33 per cent
sinesses expecting weakening economic conditions. Although up slightly
m the December 2021 quarter, business expectations are still at historically
low levels. Pessimism was particularly pronounced in the retail sector, where 60
per cent of businesses expect deteriorating conditions.

o Consumer Confidence, as measured by ANZ-Roy Morgan, lifted slightly in April
from the record low in March 2022. People remain pessimistic, likely reflecting
Omicron disruptions, increases prices from high inflation, rising interest rates,
and falling house prices

o We are beginning to see this declining confidence reflected in slower employment
growth. The rate at which employment is growing remains lower than seen in the
March 2021 quarter. Employment growth is likely to remain below 2021 levels
throughout the year.
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o However, firms are still looking to hire. The QSBO shows a net 23 per cent of
businesses intend to increase staff numbers in the next quarter. As these
intentions have been relatively stable over the past year, we may continue to see
employment growth in the short-term at least.

The Government has supported workers and businesses most affected by
COVID-19.

o The COVID-19 Leave Support Scheme is available to employers, including self-
employed people, to help pay their employees who must self-isolate because of
COVID-19 and can't work at home during that period.

o The COVID-19 Short-term Absence Payment helps businesses%ep paying

eligible workers who cannot work from home and need to mi k to st@

home while waiting on a COVID-19 test result.
o The targeted COVID-19 Support Payment (CSP) ﬁa

struggling with revenue during the Omicron o k:.CSP r
businesses or organisations which experie 40% or i
due to COVID-19 circumstances. @
o Commentary on additional govern %Iici s W get 2022 announced on
19 May 2022 will be provided in une ment Key Messages.
Key topic - Wages have r@ labo t tightness being a key factor

responding to i bo

Wage growth is at i%&%st r i @009, indicating that wages may be

o Wa g with more growth likely given the current labour market
i nds loyment. Annual wage growth as measured by the
I) was 3.0 percent over the year. The private sector
increas ent while the Public sector increased 2.7 percent over the year.

ual wage growth has been between 1.5 and 2 percent.

people are experiencing significant growth in their wages. For example, the
oportion of employees receiving annual wage increases in the adjusted LCI rose
0 64 per cent in the March 2022 quarter, up from 46 per cent in the March 2021
quarter.

o Although wages have risen across the board, low skilled workers have seen the
sharpest increase shown in Figure 1. This is likely from increases in minimum
wage, whereas high skilled workers have likely seen increases from firms trying
to attract staff. The number of firms increasing wages has been rising along with
the tight labour market.
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Figure 1. Wage growth has been highest for low skilled? workers

Wage growth over time across skill levels
(skill level 5 = lower skilled, skill level 1 = higher skilled)
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However, wage %@ h the increasing cost of living,

causing real

o ual t|o rate e year to March 2022 was 6.9 per cent, compared
@ age 3 0 per cent (in the LCI). Higher costs of living reduce

wage for households. A reduction in real wages has a larger
pa w=ihcome families where the price increase of necessary goods
out crease in their income.

% dicators point to ongoing and broad-based consumer price inflation in
@- medium-term. The March 2022 ANZ Business Outlook reported that 95.5 per
cént of firms expect higher costs. Despite slightly reducing since March 2022,

76.7 per cent of firms intend to raise prices over the nest quarter.

o NZIER consensus forecasts suggest wage growth will increase in the year ahead,
consistent with increased labour demand, rising costs of living, and further
increases in the minimum wage from 1 April. Figure 2 shows that the cost of
living and match market rates/ retain/ attract staff are the main reasons firms
have increased wages. MBIE is currently undertaking research to better
understand the drivers of wage dynamics in New Zealand.

1 skill levels are broken into ANZSCO Skill 1-5. A detailed breakdown can be found at 1220.0 - ANZSCO -
Australian and New Zealand Standard Classification of Occupations, First Edition, Revision 1 (abs.gov.au)
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Figure 2. Firms are increasingly giving pay rises due to the labour market tightness

Reason for employers increasing wages over time (annual average)
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The Government |s 5 ng P face economic hardship.
. The Gove n increa um wage from $18.90 an hour to $20 an hour
inimu age was further raised to $21.20 in April 2022 to
ortt ing minimum wage jobs.
over ans to introduce legislation to allow bargaining for Fair Pay

raise standards in low-paying sectors, and shift bargaining power
| o workers.

overnment has introduced the Care in Communities scheme following the
ft into the COVID-19 Protection Framework. Since 5 December 2021, MSD has
received a total of approximately 90,000 requests for welfare support through the
Care in Communities scheme and made approximately 11,600 referrals to
community-based providers.

e The Government has also provided a range of broader support to people self-
isolating, including providing advice and assistance, other financial support, and
making referrals to other external providers.

e As part of Budget 2021 weekly main benefit rates have been lifted providing an
additional boost to families with children. This was implemented in two stages
with an initial increase in July 2021, with the final increase on 1 April
2022. Additionally, student support rates (Student Allowances and Student Loan
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Living Costs) have also been increased from 1 April 2022, to ensure that people
are not disincentivised to study as a result of the main benefit changes.

e Main benefit abatement thresholds have been increased from 1 April 2021 to
$160 per week for all main benefits and to $250 per week for the second
threshold for recipients of Sole Parent Support, Supported Living Payment, and
non-qualifying partners of recipients of New Zealand Superannuation/Veteran’s
Pension. This allows working beneficiaries to keep a greater portion of their
earnings and will improve income adequacy and financial incentives to work part-
time while on a benefit.

Key topic - Options for employers to address labour market @ess are

availble. @
Firms can better utilise the existing work force to allevi me | @
shortages.
i sev Jincluding
|ng of part-time

investing more in training and techno
employees, making efforts to ret ork and pattnering with MSD to
access work-ready MSD cIients@ §
o Underutilised worker @er SO @% bour, although people who fit in
this category hav lev : ntial engagement with the labour
market. Some %nvol h-other activities that generate social value
(such as @%ildx unteer work).
There a ,000 Who work part time and are in the official
erutilisati nt, ‘A wider view is around 250,000 people reporting they
work in the March 2022 HLFS. Of these, 129,400 people

repo is_hot enough work available. This may be as they are already
the’ equivalent of one full time worker.

o Employers can address labour and skill

e who are officially unemployed are available to start work and actively
eking work. Given the current strength of the labour market the number of
people unemployed has reduced to 94,000 over the year (down 39,000 people).
The current high demand for labour is a contributing factor to the current historic
low unemployment rate of 3.2 percent.

o A wider official measure of spare capacity in the labour market is “the potential
labour force” currently consisting of 91,000 people who considered just outside
the labour force. With 69,900 people who are “available potential jobseekers?”
and are available to start work but not actively seeking work. The remaining
group is 22,000 of “unavailable jobseekers”, who are people actively seeking
work but not available to start. The number of available potential jobseekers has

2 Note: The Jobseekers in the HLFS is a title for people in the potential labour force and differs from the Job-
Seeker support benefit provided by MSD.

9
In-Confidence



)% MINISTRY OF BUSINESS, b2 &lo & MINISTRY OF SOCIAL

In-Confidence L @ INNOVATION & EMPLOYMENT | DEVELOPMENT

HIKINA WHAKATUTUKI b NATU WHAKAHIATO ORA

increased over the quarter (up 7,900 people). In the March quarter HLFS, people
report own sickness/illness/injury/disability as the largest single reason for not
actively seeking work although a job is wanted (44,000 people up 18.8 percent
over the quarter).

The border reopening gives firms additional options for shortages in both lower
and higher skilled workers.

o The Government has announced its five-stage path for reconnecting New Zealand
to the rest of the world over the coming year. From July 2022, the changes to the
immigration settings will mean fewer and higher skilled migrants will come into
New Zealand, under the new Accredited Employer Work Visas requirements.

o Although some lower-wage migrant workers will no longer ible unde&e
new immigration settings, firms can still hire people ;% ing Holi
irem

Scheme Visas for low-paid jobs and some will be abl igr. rs for

people).

o However, we do n quickly migrant workers will return to

a
d the high cost of travel may deter some

New Zealand.
migrant years. There is also considerable uncertainty
iring behaviours between workers once the border

aro ow

i ﬁo\\g% . It is also likely to see New Zealanders heading offshore with
i i ws possibly changing in the following ways:
@ More New Zealand citizens (including recent returnees) leaving to work in
other countries.
o Young New Zealanders leaving for their delayed Overseas Experience
(OEs).

o Temporary migrants who do not qualify for the 2021 Resident visa
returning home.

o Temporary migrants in other countries (students and workers) being able
to enter New Zealand again.
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Migration trends have typically mattered more at the local level meaning
regional skill shortages may shift, reflecting the skills coming and going.

o New Zealand has been characterised by high rates of emigration and
immigration, and New Zealand’s rate of emigration is high by OECD standards.
However, the number of New Zealand citizens emigrating (and the net migration
loss of citizens) was falling well before the borders closed, with far fewer New
Zealand residents emigrating to Australia since 2012.

o Travel behaviours remain highly uncertain, especially around how many New

Zealand workers will resume their OE. Some New Zealanders.in'the 15-34
group may prefer to defer their OE plans until the interpa ne omes
more settled, spreading the pent-up demand for O% .

o Inward migration may mean more competition the labour r ople on
benefits will likely be competing with mor kérs-for son r-skill jobs
once migrant workers return. Q

o However, we do not know how quickl igrant.workers will return to
New Zealand. There is also consi le un round how firms will

the border restrictions have fully

adjust hiring behaviours een-work
lifted. MSD is curren oing

re-opening my e s. @
MSD continues to.s eopl % sustainable employment through a range
of employmen ts andk programmes, including Flexi- wage and

Manain M
o% eis a
br

ter understand how the border

support job seekers who are disadvantaged in the

ere has been a total of 15,429 Flexi-wage placements since
Mana in Mahi helps people who need additional support to get
ile gaining a formal industry qualification. There have been 4,839

rma

F
p
ts since the program was introduced in 2018.

.: i
o “Additionally, some employers can support upskilling MSD clients through training

programs such as Apprenticeship Boost and Skills for industry. As of 31 March
2022, the Apprenticeship Boost has supported 43,185 apprentices throughout the
lifetime of the program. Skills for Industry provides short term job focused
training, with a total of 3,174 participants as of 31 March 2022.
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Standard topics
Benefits
Main benefit trends have continued to return to those seen prior to the
pandemic.

o There were around 13,600 fewer people receiving a main benefit in April 2022
than in April 2021 (down 3.8 percent year-on-year, compared to 4.8 percent
year-on-year decrease in March). Year-on-year reductions have been slowing
down since the beginning of the year (see Figure 3 below). While this may reflect
the ongoing uncertainty associated with the Omicron outbreak, it also suggests a
return to usual trends seen prior to 2020.

Figure 3. The decrease in the number of people receiving a main benefit il was in i ith
pre-pandemic trends §
450,000

N

400,000

350,000

g
e

Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
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Women
Labour market outcomes for women have continued to strengthen.

Figure 4. Labour market outcomes for women continue to strengthen

12 month
Average of unemployment rate for Woman and Men
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(=2} i N
The Government.i ively @ o improve labour market outcomes for

women.

ment.t cing pay equity, including pay equity settlements in
ina orkforces, and updating the Equal Pay Act to address the

gend .
o ent of a targeted employment action plan for women under the
yment Strategy, to address issues faced by women in the labour market.

o Fair Pay Agreements, which are likely to help women in low-paid occupations and
industries.
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Maori
Labour market outcomes for Maori have recovered beyond pre-COVID-19
levels, indicating that long-term disparities are narrowing.

Figure 5. All outcomes for Maori have recovered beyond pre-COVID levels (not seasonally
adjusted)

12 month average of unemployment rate for Maori and
Total

16.00%
14.00%
12.00%
10.00%

8.00%

6.00%

Unemployment rate

4.00%

2.00%

0.00%

o The %%ﬁet tco& ave continued to improve for the Maori population.
Z%%nnex Two - A3 Maori Labour Market Statistics

21
ot ata on the labour market.
The Govern is rking to support Maori communities into better labour
market ov .

o The Maori Trades and Training Fund established in 2020 to support community-
led employment and training programmes through partnerships between Maori
and the Crown.
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Pacific peoples
Labour market outcomes for Pacific peoples have recovered beyond pre-COVID-
19 levels with some long-term disparities beginning to narrow.

Figure 6. All outcomes for Pacific Peoples have recovered beyond pre-COVID levels (not seasonally

adjusted)
4 quarter average of unemployment rare for Pacific Peoples
and Total
16.00%
14.00%
© 12.00%
©
% 10.00%
c
Q
€ 8.00%
o
Q.
€ 6.00%
Q
[ =
=

4.00%

2.00%

0.00%

% the labour market outcomes have also continued to improve.
2 -4158 Annex Three - A3 Pacific Peoples Labour Market
napshot for further data on the labour market.

ment is working to support Pacific communities into better labour
ma utcomes.

o The development of the Pacific Peoples Employment Action Plan to provide
overarching strategies to lifting labour market outcomes.
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Young people
Employment outcomes for youth have continued to strengthen, with reductions
in NEET at near pre covid levels.

Table 1. Youth outcomes continue to strengthen across the board, but remain the most vulnerable
to further economic shocks (not seasonally adjusted)

Mar-22 Mar-21 Mar-20 Mar-17

Unemployment rate (qrt.) 15-19 years 15.8 18.8 18.9 20.6
20-24 years 6.7 10.0 8.9 9.1

Total (all ages) 34 4.9 4.5 5.2

Employment rate (qrt.) 15-19 years 45.0 389 40.5 39.3
& 72.2

20-24 years 76.8 75. .
Total (all ages) 68.8 2 %@ 67.5

Participation rate (qrt.) 15-19 years 53. % 47.9 Xg 495
20-24 years @ 8 82.4 79.4
Total (all ages) @ @

NEET rate 15-19 year, 119 \\12.5 143 11.4
20-24 ar@ @ 16.0 16.1 15.9
/@@4) @ 14.3 15.2 13.7

O
The Government i t@g&our market outcomes for young
people. X
T)'%%ﬁplo nge\\n\:?ctlon Plan, to provide an overarching strategy to lift
@ arkex for young people.

o]
o]

71.0 71.2

i ides a wage subsidy and additional supports (such as
elp people enter employment and gain an industry training

tion, including through apprenticeships.?

na
me

3 Mana in Mahi is not targeted to young people. However, young people make up a majority of participants.
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Disabled people

Employment indicators for disabled people have improved since June 2020,
although poorer labour market outcomes persist generally.

Table 2. Employment indicators have improved for disabled people (age 15-64) since June 2020
(not seasonally adjusted)

Jun-21 Jun-20 Jun-19 Jun-17
Unemployment rate (qrt.) Disabled 9.6% 8.3% 10.3% 12.9%
Non-disabled 4.0% 4.0% 4.0% 4.7%
Total 4.1% 4.1% 4.1% 4.9%
Employment rate (qrt.) Disabled 42.5% 38.2% 40.2% 39.2%
Non-disabled 78.9% 77.9% 78.6% 77.3%
Total 77.6% 76@?@ 77.3% 76.0%
Participation rate (qrt.) Disabled 47.0% %ﬁ@ 44, \45.1%
Non-disabled 82.1% & % > 81.2%
Total 80.9%) 8% 79.9%
Underutilisation rate (qrt) Disabled \gﬁQ 23.6% 212% 25.0%
Non-disabled @ 6 6ﬁi’@lO.S% 11.8%
Total @ 5 0% 11.0% 12.0%
o We are working to improve 1@ < es for disabled people.
The main initiative to support-thi i e Disability Employment Action Plan
(Working Matters), to n overa strategy to lifting labour market

outcomes.
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Appendix One: Key statistics

Table 3 Labour Force Statistics (seasonally adjusted)

Mar-22 Dec-21 Mar-21 Mar-20
(Current
qtr) (Prev gtr) | (1 year ago) (2 years ago)

Employment Rate (per 68.6 68.8
cent) 67.1 67.7
- Male (per cent) 73.2 73.3 72.1 72.8
- Female (per cent) 64.2 64.4 62.3 62.8
Employment (people) 2,826,000 2,824,000 2,748,000 2,744,000
Unemployment Rate (per 3.2 3.2 \Ey
cent) ((D 4.2
- Male (per cent) 3.1 3.1 4.6 w 4.0
- Female (per cent) 3.3 3.3 Ol 4 (\> 4.4
Unemployment (people) 94,000 93'0@@ 1333})0&5 120,000
Underutilisation Rate (per 9.3 @}\ M
cent) 1 10.4
- Male (per cent) 7.7 7.4 NS 9.9 8.3
- Female (per cent) 11'\1\53 1/1\2 (\> 14.5 12.7
Underutilisation (people) 280,000 ~ 276,000 361,000 307,000
Underemployment QSdeO (\]W
(people) (= (N 122,000 92,000
Potential Labour Formj 9&@{%\/82,000
(people) 106,000 95,000
Participation Ral@x) 71.1
cent) W 70.4 70.7
. Male(pef cent) 75.6 75.6 75.6 75.8
- {CRemvale (peycent) ™ 66.4 66.6 65.4 65.7
Not in the Law 1,197,000 1,188,000
(people) 1,212,000 1,187,000
NEET Rate.(per cent)* 13.8 11.3 14.3 15.2
NEET (people)’ 88,400 72,700 92,700 99,800
Average/weekly earnings 1406.12  1391.60
for FTEs ($) 1329.84 1281.09
Average weekly paid hours 38.86 38.92
for FTEs (hours) 38.48 38.48

4 NEET rates are not seasonally adjusted
5 Number of people in NEET is not seasonally adjusted
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Table 4 Regional Statistics (not seasonally adjusted)

Region® Employment Per centage Unemployment | Per centage Underutilisation | Per centage NEET rate (%) | Per centage
rate (%) point change | rate (%) point change | rate (%) point change point change

Northland 61.3 2.4 3.5 -1.9 11.3 -1.7 10.8 -8.9

Auckland 69.3 2.2 3.6 -1.7 9.5 2.9 15.3 -1.5

Waikato 67.2 0.2 3.9 1.5 9.1 29 (7 14.8 -3.4

Bay of Plenty 65.5 0.9 4.2 -13 12.1 02 /) 187 8.1

Gisborne/Hawke’s | 64.1 -0.7 3.5 -1.6 -4.§K§ 16.1 1.6

Bay @ N

Taranaki 65.2 -1.2 2.4 -2.9 90 /0|48 11.8 2.1

Manawat / 69.2 2.4 2.8 -1 \\>) 8.1 )| a7 10.9 -1.8

Whanganui A

Wellington 73.6 3.3 2.9 17 9.0 3.1 11.1 0.3

Nelson / Tasman/ | 68.2 -1.5 3.2 0.0/ %xsj -1.8 11.9 2.6

Marlborough / @ @

West

Coast @\ @

Canterbury 70.7 23 33/ 12 9.3 -2.9 12.7 1.1

Otago 67.1 1.9 357 1.0 10.0 2.5 12.1 2.4

Southland 72.7 3.6 2.6 -0.9 8.6 -4.9 8.4 3.8

E
@Q@

6 Regional council-level rates are not seasonally adjusted and are more variable than national rates.
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