IR Choices for the Future

“Immigration – the next wave of IR reform”
Marcia Kuhne, Manager Workplace Relations Policy
Chamber of Commerce and Industry of Western Australia

The Chamber of Commerce and Industry of Western Australia (CCI) is the leading business association in Western Australia. It is the second largest organisation of its kind in Australia, with a membership of over 5,000 organisations in all sectors including manufacturing, resources, agriculture, transport, communications, retailing, hospitality, building and construction, community services and finance.

Most members are private-sector businesses, but the CCI also has representation in the not-for-profit sector and the government sector. Over 80 percent of members are small businesses, and members are located in all geographical regions of WA. Some 100 business associations are affiliated with the CCI, expanding the organisation’s representative coverage to more than 10,000 enterprises.

CCI, a not-for-profit organisation, has a long and proud record in industrial relations in Western Australia both at a policy level and in its practical advice to members.  CCI provides many other services to members, including Apprenticeships Australia which employs over 1000 apprentices on all of the key WA projects, legal services and business advice.
 Key issues
In the past Australia has struggled to come to grips with foreign workers.  As we try to come to terms with the current labour shortage its imperative that Australia as a nation tackles the problem in a far better, more common-sense way that looks after the needs of workers as well as business.
I would like to leave you with 2 key messages:

Immigration is the key to our labour shortages.  Australia has always relied on immigrants to solve shortages.  Immigration has forced Australians to confront challenges – it started the White Australia Policy and significant class warfare.

We need to engage with our migrant workers and to do this we need good policy, good industrial relations and employer best practice.
WA economy
You will all be aware that WA’s economy is a powerhouse – it is like a V8 supercharged engine! We are experiencing record economic growth, record levels of investment, we have the highest rates of growth in average weekly earnings in Australia and the lowest unemployment rate. It is the strongest and most sustained period of growth in our history.
Although it has only 10% of Australia's population, WA’s economic success has accounted for around one-quarter of the total growth in the national economy over the past year, and contributes over 36% of the nation's export income. 

Over the year to March, the WA domestic economy grew at the “China-like” pace of 10.2 per cent – by far the fastest rate of growth of any state, and more than twice the rate of growth recorded nationally. Such growth has not been a temporary phenomenon, but a consistent story for the past 6 years. 
Looking forward, the expectations are that the WA economic boom will continue over the medium term. Such an optimistic outlook is based upon a balanced growth profile, with continued growth in the domestic economy boosted by a resurgent export performance as the significant increases in capacity undertaken over the past 6 years results in increased production – particularly for our key export commodities, including iron ore, petroleum, nickel, alumina and gold. 
Continuation of our economic prosperity will depend on the growth of our human capital.  What I mean is that Australia needs a workforce that is capable of ensuring the nation’s continued economic success.
The evidence of a fundamental change in Australia’s economy and society are undeniable.  The average Australian is now living longer than ever before and therefore spending relatively longer in retirement and the older aged population is growing in proportion to the rest of the economy.  At the same time fertility rates have been low.  The consequence for Australia, and most of the developed world, is that relatively fewer workers will be available to support a much older population in the future.  In contrast, the introduction of India and China to the world economy means the global workforce is much larger than before.

While Australia faces challenges, the difficulties for Western Australia are even more pronounced because of the strength of the economy and the fact that it has a relatively small workforce not large enough to meet demand for workers.

Human capital strategy

In CCI’s most significant policy paper of the year set to be released in the next few days on human capital, CCI has identified two critical areas that are driving short-term challenges: an absolute increase in the demand for labour throughout the WA economy and a readjustment in the labour market to correspond with industry requirements. The current economic climate has created historic labour shortages which require a human capital policy strategy that addresses population growth; labour market participation; and productivity.  
According to CCI’s recent business expectations survey a record 76 per cent of businesses said the current labour shortages are impacting on their ability to do business.

Significant improvements can be made to labour force participation rates through changes to the taxation system, welfare assistance and education and training systems.  There are also specific segments in the labour market that lag the rest of the population such as migrant women married to workers who have entered Australia as skilled migrants. 
But CCI finds in its paper there is a clear and pressing need to increase the overall population of Australia and population growth should be achieved through increased immigration rather than through attempts to encourage increased fertility because the factors determining fertility and death rates are complex and not necessarily well understood and not easily manipulated by government except at great cost to human welfare and dignity.  In the human capital paper CCI predicts WA will need an extra 300,000 workers over the next 10 years.
Immigration is the answer - again
Immigration has been heavily relied upon in the past to provide solutions to labour shortages but it has also come at a cost. 
Immigration, while having been very successful from an economic point of view in that we have attracted large numbers of skilled workers it has caused deep divisions in the Australian community.  So while we believe immigration is the answer to our current labour shortages we need to be mindful of the past and prepared with good policy without the traditional heavy hand of regulation as a solution. 

Our population/immigration history

In Australia, as in NZ, Canada and South Africa, we were not able to depend on the indigenous population for our labour market requirements so we relied on immigrant labor, free or slave.

Australia’s population grew rapidly until the onset of WW1.  Between 1905 and the outbreak of WW1 approximately 390,000 new settlers arrived principally from our traditional source, the British Isles.  WW1 brought a virtual cessation of immigration.  65,000 Australian men died during the war.

The 1920s was a successful decade for net migration gain with more than 300,000 immigrants arriving, 2/3rds of whom were assisted.
  

The Depression brought a standstill to immigration except for refugees from Nazi Germany.

The focus of the migration program has changed since 1945 when the first federal immigration portfolio was created. The major impetus for the new portfolio, and for the implementation of a large-scale migration program, was World War II and its

aftermath. Since then, over six million people have settled in Australia.

By 1945, the government was keen to boost the Australian population in order to

stimulate post-war economic development and to increase the numbers of people

able to defend the country in the event of another war.  It was the government’s

intention to increase the population by 1 per cent per annum through immigration to

achieve an annual growth rate of 2 per cent overall, including natural increase. As a

result of the post-war government’s new focus, the proportion of the Australian

population born overseas rapidly increased from 9.8 per cent in 1947 to around 20

per cent in 1971. Since 1971 the overseas-born proportion has remained relatively

steady at 20 to 22 per cent and, according to the latest available statistics, the

percentage of overseas-born people remains stable at 23 per cent of the population.

In the 1950s and 1960s, the program aimed to bring in workers to build up Australia’s

manufacturing industries. By 1969, this had reached a peak of 185,000. However, by

1975, the planned intake for the year had been reduced to 50,000. The migration

intake gradually climbed again after this and by 1988 there was another peak under

the Hawke Government with a migration program planned intake of 145,000. After

1988, the migration program planning levels were gradually reduced, with a low of

80,000 in 1992/93. 

Where immigrants came from

Emigrants from the British Isles accounted for 95% of all immigration in Australia until well into the 20th century.

A notable change in our migrant arrivals since 1945 is the change in source

countries. With the gradual dismantling of the White Australia policy and the need to

accommodate many post-war displaced people from Europe, Australia’s policy of

accepting predominantly British migrants was relaxed. In 1901, people born in the

UK comprised 58 per cent of the total overseas-born in Australia. By the 2001

Census, this figure had declined to 25.4 per cent of the overseas-born.

The Chinese, whose first recorded presence in Australia was a few domestic servants and labourers that began to arrive in 1827 to satisfy labour shortages, also came in large numbers attracted to the goldfields of Victoria, NSW, Qld and WA.  By 1861 the population of the China-born in Australia had reached 38,258, 3.4% of the total Australian population. (By 2002/03 the UK born had dropped to 13 per cent and the China born had increased to 7%).

In the 1980s and 1990s there was a marked intake of settlers from Asia, the Middle-

East and, more recently, from Africa. In 1982/83, for example, settler arrivals born in

China comprised only 1 per cent of all arrivals while the UK-born contributed 28 per

cent. By 2002/03 the UK-born had dropped to 13 per cent, and the China-born had

increased to 7 per cent.
The Productivity Commission in 2004
 finds that China is second in the top 10 countries of origin of permanent and long-term immigrants in 2004; UK being first by a very narrow margin.
The impact of immigration - The beginning of the White Australia Policy and the role of the labour movement
Australia, along with other settler countries (except South Africa) experienced gold rushes between 1848 and 1871 attracting Cantonese Chinese who generated considerable hostility among their hosts and provided much of the momentum for racially exclusive immigration policies.

The 1850s decade of gold rushes saw the first permanent trade unions of craft workers emerge in the capital cities of Sydney and Melbourne.  About 40,000 Chinese were attracted to the goldfields.  White diggers commonly denounced the Chinese and blamed their own bad luck in the goldfields on “unfair” Chinese competition which really amounted to a greater persistence once the easy alluvial gold had been exhausted.  Victoria in 1855 and NSW in 1861 restricted Chinese immigration following anti-Chinese riots and persecution by white diggers.  A populist alliance of urban artisans, small businessmen and liberals supported the legislation.

In 1878 the Chinese issue flared again with the Sydney seamans strike against the Australian Steam Navigation Company’s employment of non-union Chinese crew on 3 ships for sub-union wages. Support gathered quickly in the union movement, the strike assuming broad political proportions demanding restrictions on Chinese immigration.  Victory was ensured when the Qld government threatened to cancel its mail contract with the company although the strike settlement allowed the company to phase out its Chinese labor over three years and almost half of the striking seaman were not reemployed.  Thereafter the union movement was committed to restricting Chinese immigration.
  

The first (1879) Intercolonial Trades Union Congress unanimously called for a heavy poll tax on Chinese residents and for immigration restrictions, a policy that was reiterated at the succeeding congresses of the 1880s.

Animosity towards the Chinese which had started in the goldfields, continued in the towns and cities where many had moved to set up businesses.  Between 1855 and 1890 the colonies implemented more than 2 dozen acts to restrict the entry of Chinese.

The 1878 seamens strike had ended the use of Chinese in domestic crews but their ships were operated between Australia and the US by a Glasgow ship.  The Wharf Labourers and Coal Lumpers Union joined the strike and while the dispute was ended with concessions made by the company it never employed nonwhite labor again.

Politically the anti-Chinese campaign had been the most sustained organisational experience for the working class in the 1880s.  The notion of economic threat was a major theme in anti-Chinese agitation.  The Chinese allegedly competed for jobs, worked for substandard wages under poor conditions and refused to embrace unionism.

The threat was intensified by “the proximity of reservoirs of humanity in China, India, Java and the Pacific Isles – the anti-Chinese campaign was an extension of the union’s broader anti-immigration policy.  The general union anti-immigration campaign, with economic recessions and fear of unemployment, lent credence to the notion that the Chinese were an economic threat that was not entirely justified.  Available evidence shows that Chinese wages were on a par with Europeans although Chinese were often paid by the piece and this the unions objected to.

Chinese and other nonwhite labor also showed a propensity for industrial organisation.

Overt racism ran throughout the anti-Chinese campaign arousing much greater enthusiasm than anti-immigration activities generally.  Banned from membership in the unions, non-Europeans were accused of not understanding union solidarity.  When non-Europeans organised separately they were shunned.

“The cultivation of an Australian sentiment based on the maintenance of racial purity” became the Australian Labor Party’s first federal objective.  In 1901 the party campaigned vigorously on race in the first federal elections and in the Immigration Restriction Act 1901 (known as the White Australia Act) gained its first legislative success in the early years of the Commonwealth. 

The Chinese were specifically targeted by the White Australia Act and the decline in the China-born that had begun in the last forty years of the 19th century was accelerated in the first half of the 20th century.  The Act enabled Australia to eliminate non-European migration and became the formal implementation of the “White Australia Policy” welcomed by most of the community.  Implementation of the policy included the “dictation test” that was used to exclude certain applicants by requiring them to pass a written test in a European language with which they were not necessarily familiar.

Although the Act was gradually dismantled from the 1950s onwards, it still formed part of Australian law until 2 October 1974 when it was abolished by then Immigration Minister Clyde Cameron.
Program type

Over the last sixty years Australia’s migration program focus has shifted. The original aim was to build up the population for defence purposes.  In the 1950s and 1960s the program aimed to bring in workers to build up Australia’s manufacturing industries.  By the early 1990s the aims of the program were more diffuse encompassing social (family reunification), humanitarian (refugee and humanitarian migration)as well as economic (skilled migration) objectives.  Over the last ten years the emphasis of the program has been on skilled migration (temporary and permanent) particularly to regional areas.  Today the emphasis is firmly on skilled migration.  In 2005-06, 97,500 places have been allocated for skilled migration, the largest number ever allocated.

Another change in focus to migration patterns over the last few years has been the

change in emphasis from permanent settlement to “temporary migration” to Australia,

particularly by business and skilled migrants.

The granting of both long-term and short-term business visas in Australia has risen

markedly. In 2004/05, there were 49,855 long stay business visas granted (up from

40,633 in the previous year).

The Temporary Business (long stay) visa (sub-class 457) allows highly skilled

personnel to come to Australia to work for an approved employer for up to four years.

Although migration program numbers are again approaching the highs of twenty

years ago, the focus is now quite different.
Migration Program Settler Arrivals 1990–2005

Eligibility category 
1990/91 
2003/04 
2004/05
2005/06

Family 

53,934 
29,548 
33,182

45,290
Skill 


48,421 
51,529 
53,133

97,340
Since the 1980s, the government has developed policies designed to target migrants

with experience in areas where there is a skill shortfall through its general skilled

migration program. In 2004/05 record numbers of skilled migrants were granted

visas, accounting for about 60 per cent of the entire migration program.

The Temporary Business (long stay) visa (sub-class 457) allows highly skilled

personnel to come to Australia to work for an approved employer for up to four years.

Impact of immigration – myth and reality
While the previous Opposition Leader Kim Beazley expressed concern that Australian businesses are favouring skilled migrants over local workers in relation to s457 visa holders (GD) the current Opposition Leader, Kevin Rudd has recognized that 457 visas are a part of the way in which “this country has been managing its labour force needs  …given current reality, 457s still have a role to play”.

Labor in fact signaled on 31 August 2007 in “The Australian” that a federal Labor government would consider adopting a guest worker program for Pacific Islanders if a pilot program currently being run in New Zealand was successful. 

Unions and the Australian Labor Party have not generally been supportive of immigration as a solution to labour shortages.  
Kim Beazley on 14 September 2006 is quoted as accusing the Government of abusing the migration program by using foreign workers to undermine the conditions of Australian workers.

The union movement has traditionally not been supportive of immigration principally because, according to the ACTU, in a letter to the Commonwealth Ombudsman on 1 March 2006:

“These tests are in place to ensure that temporary labour is not used at the expense of jobs for local workers; that employers are not using such labour as a substitute for training local workers and the workers are not exploited”.

The ACTU organised a rally in Ballarat called after Ballarat semitrailer construction company MaxiTRANS sacked about 30 local workers while retaining 13 Chinese workers on temporary visas.

An ACTU media release issued on 13 March 2006 found that “Government and employers are not trying hard enough to make sure that local people fill job vacancies first.  It is essential that the Government and employers first look to fill these jobs with Australians.”

The Australian Financial Review reported on 1 May 2006  that the federal government had increased the minimum salary payable to skilled immigrant workers by more than 7 percent to $41,850 in most professions, prompting further union attacks on the use of temporary work visas to ease skills shortages.  ACTU President, Sharan Burrow said Senator Vanstone was “dodging the vital questions” on whether employers were properly testing the local labour market and on exploitation of overseas workers.

Yet the evidence does not support these fears.

For example, the Productivity Commission finds that the effect of skilled migration on average living standards is projected to be positive, but small.  It is also likely that most of the benefits accrue to the immigrants themselves.  In other words, migrants themselves not worse off.

According to the Productivity Commission immigrants earn slightly more, on average, than the Australian-born population. It is mainly attributable to immigrants being different from Australian-born workers in terms of their levels of education, their age, where they live and the industries in which they work.  However, English language skills are an important factor influencing hourly incomes.  Immigrants with poor English skills earn significantly less than other workers, all other things being equal.  
They also find that increased skilled migration on average living standards is projected to be positive but small (and it is also likely that most of the benefits accrue to the immigrants themselves).
Bruce Chapman and Deborah Cobb-Clark, in their comparative static model of the relationship between immigration and the short-run job prospects of unemployed residents find that essentially the probability that immigration increases the employment prospects of residents is positively related to the number of vacancies created by initial immigrant expenditure and negatively related to the labour force participation rate of immigrants on arrival.  In addition, the likelihood of immigrants increasing the job prospects of unemployed residents is higher the more recessed the labour market and this casts doubt on populist sentiment that immigration should be cut in recessions because immigrants “rob” jobs from residents.  In other words, higher levels of immigration have not been associated with higher levels of unemployment.

An increase in the number of skilled immigrants delivers a boost to GDP per capita because the additional immigrants have a higher level of workplace skills, on average, than the existing population.  This means they are likely to be more productive.  After 20 years, a 50 per cent increase in the skilled migration intake is estimated to deliver a 0.27 per cent increase to GDP per capita through this skill effect. 

While some participants (some state governments and ACCI) to the work undertaken by the Productivity Commission felt that a skill migration policy made an important contribution to addressing growth-constraining skill shortages in the Australian labour market a couple of unions considered migration policy had limited impact in addressing skill shortages:

The CFMEU was of the strong view, for example, that migrant labour should not generally be used to remedy skill shortages whereas the dominant focus should, it felt, be on providing quality training to workers already in the country.

The Australian Manufacturing Workers Union felt that temporary skilled migration is a substitute for capability building through skills training and in the long term reduces productivity by compromising the long term ability of Australia to broaden its skills base. 
Where will future workers come from?
In 2006 (based on 2004 data) the Productivity Commission listed China as second in the top 10 countries of origin of permanent and long-term immigrants to Australia after the United Kingdom (New Zealand is 3rd, India 4th, followed by Malaysia, Hong Kong, Indonesia,  Japan, South Korea and finally the United States). 
In recent years immigrants from China and other Asian countries have increased significantly as a proportion of total arrivals to Australia.
Net overseas migration is contributing about a half of Australia’s population growth and is marginally raising the proportion of “younger-aged” working people in the population with little impact on the ageing of the entire population.

Graeme Hugo finds that the China-born have also become an important component in the massive increase in non-permanent migration to Australia occurring since the mid 1990s. 

Expectations of workers

If many of our future migrant workers are going to come from China we should know what the expectations of those workers are/ will be.
Chinese system
The legal and regulatory framework is said to be one of the weakest areas in China’s economy today and particularly true in labour regulation, where regulatory regimes have failed to catch up with the proliferation of new conditions. 

A new labour system was implemented in 1995 prescribing labour contracts for all employment relations described as fixed term, open terms and terms to expire upon completion of certain work. 

New labour law moves to establish a floor underneath contracts such as for minimum wages and hours.  The new laws open the way for collective bargaining but without a right to strike. 

Since the new system was introduced in 1995, labour relations have changed considerably, with a rapid increase in both individual and collective labour disputes, greater antagonism in disputes, and considerable difficulties in dispute resolution.

Since 1995 the number of disputes has increased by 30 per cent every year on average, but at the same time, cases resolved by the enterprise mediation committees are falling rapidly.
 
Permanent lifetime employment is being replaced by a contract system underpinned by 4 sets of temporary regulations – employment procedures, labour insurance and labour discipline and the right to fire employees.
 
While trade unions in western market economies seek through collective action to give workers a formal and independent voice in setting the terms and conditions of their work the unions in China served as a pillar supporting state power and were used to transmit the party line to workers.  The trade union constitutions stated that unions were Chinese working class mass organisations led by the Chinese Communist Party and formed voluntarily by workers and staff.  However the Party always dominated as it controlled the policy making of unions.  The Party also appointed senior union staff and these officials sometimes swapped roles with enterprise managers.
Trade unions also had to organise employees to fulfil state production plans and stimulate employees enthusiasm for work in order to raise productivity.
I believe that Chinese workers in Australia are likely to want to negotiate their own terms and conditions without the aid of unions or outside bodies or tribunals and without reliance on a regulatory framework for support.
What will we need?
The picture I have tried to paint is to show that there is not much doubt that new immigrant workers coming to Australia in the future will by and large come from China.  Are we prepared for this?

While we no longer have a White Australia Policy and are not likely to revisit such law again, in the WA business community we are confronting Chinese business leaders who pose questions that no doubt hark back to that era.  The questions they ask us are – when will the Chinese be welcome in Australia?  You look to us to buy your iron ore and to expand your economy but when will Australia truly adapt to the region and accept our people in your country?
We know that in the past the labour movement has not supported immigration to fill gaps in the workforce and this lack of confidence and support translates to the workplace and creates tension.
We know that business wants a reliable, stable and harmonious workforce free of tension.  We know that business also has responsibility to provide a safe workplace and to strive for best practice.
We know that government’s predilection when confronted by new challenges is towards regulation and compliance adding burdens for business.  A problem in one sector is often “solved” by laws imposed across all industry.  

For example, the Government has recently introduced the Migration Amendment (Sponsorship Obligations) Bill 2007 that will place new obligations on employers intending to employ a skilled overseas worker.  At a time of acute labour shortages and the Government has a keen awareness of the situation, instead of helping business they are making life more difficult by requiring minimum salary levels, limiting the activities workers can be allocated, requiring employers to meet all expenses for the worker and, in some cases, family members, record keeping requirements and requiring English language testing.  Very hefty penalties apply for breaches.
Australia’s challenge

Our challenge is to add to the workforce through immigration with good practice from employers, flexibility from the system and while there will be debate about workforce reform the real issues are not the class warfare ones of the past but about appropriate practices to relevant circumstances.  We need to engage with all members of our workforce and this means not only attracting new workers from overseas but also making them feel welcome so that they will stay in Australia.
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