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Abstract

As unacceptably high unemployment levels persist throughout the OECD so greater attention is being paid to differences
in the way regional labour markets adjust to growth and recession. Comparatively speaking New Zealand has lacked both
the conceptual and empirical analyses necessary to build local and regional specific approaches into its active labour
market policies - despite the persistence of regional disparities through the post war period.

When regional differences are raised for public discussion in New Zealand it is the geographical variations in the
unemployment rate that usually receives attention. What this paper shows is that unemployment is merely the surface
phenomenon of a condition which is much more deeply embedded in the regional labour markets affected. This is illustrated
by constructing a regional labour market profile which measures each of the 14 regions on four separate labour market
indicators. When applied at the height of the New Zealand recession in 1991 the profile demonstrated how regions with
high unemployment rates not only experience low labour force participation rates but that when members of the labour
force in such regions do find work they work fewer hours and even when fulltime employment is obtained the levels of
remuneration are lower than those in the more buoyant regions. The result of these interconnected characteristics of
regional labour markets is a series of indirect multipliers which serve to exagerate and compound the effect of depressed

labour demand on weaker markets.

Unlike the United Kingdom where concern over regional
disparities in the unemployment rate has been the driving
force behind the development of regional policy, in New
Zealand the regional component has only recently been
considered as an integral feature of labour market policy.
Considering the long running and persistent differences 1n
unemployment across New Zealand regions throughout the
post war period it 1s remarkable that research into the way
labour market conditions vary across the local regional
economies has received so little attention.'

As long as labour market programmes assumed their client
groups were perfectly or even reasonably mobile there was
little apparent need for a knowledge of the places and local
contexts within which employment was being sought. Two
decades of unstable growth and persistent recessions have
changed that. Geographic mobility is now more risky and
expensive but an increasing number of those with limited job
prospects have begun to seek residence in low cost locations
- in New Zealand (see Waldegrave and Stuart, 1997), Aus-
tralia (see Wulffand Bell, 1997) as well as Europe (Markman,
1989) and the USA (Fitchen, 1995). During the 1980s
recession a number of local labour markets throughout the
country were not only failing to clear but were also attracting
increasing numbers of the disadvantaged and less competi-
tive members of the working age population. Increasingly
unemployment is a problem that occurs in, and has to be
faced by individual regions (see Bevin in this volume, and
also de Bruin).
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Local communities affected by rising unemployment have
tried to make their voice heard by arguing for greater
resources and a stronger in program formulation and while
it has been the government's own intention to devolve
responsibility for implementation of rheir programmes the
revenue needs of individual localities were rarely matched
by state assistance. The result has been a call to undertake
the research necessary to better understand the often per-
plexing regional contexts within which many labour adjust-
ment processes are now deeply embedded (see Prime Min-
isterial Task Force on Employment, 1994a & b).

The devolution of some decision making to the community
groups and institutions who are closest physically to the
program'’s clients has highlighted the weakness of the local
knowledge base both for local and national planning. Local
data has been found thin, notwithstanding the considerable
experience of many locals themselves. In many cases the
numerical data that has been assembled is too highly aggre-
gated to adequately reflect the individual community or
serve the national organisations who develop, oversee and
channel employment related funding to localities. And of
course without the relevant information there has been little
incentive to develop the conceptual and theoretical under-
standing necessary for their interpretation.* As a result the
regional and local labour market has been poorly served by
both the academic and consulting community.

Regional labour markets are defined by the fact that local
conditions are shared so that the likelihood of participating
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in the labour force, of being actually securing a job, of
working a full day and of being paid a given wage or salary
are closely interrelated and the nature of this correlation
depends on the particular characteristics of the regional
labour market concerned.

The regions

The population fifteen years and over is very unevenly
spread across the fourteen regions of New Zealand: the
Auckland region alone contained 28.2 percent, Canterbury
13.3 percent and Wellington 12 percent. This geographic
concentration means that just under half (43 percent) of the
country's working age groups seek work in only about a
quarter (21 percent) of the country’s regions.

The heavily concentrated nature of the population stands in
start contrast to the map in Figure 1 which suggests adivision
of the country into fairly even sized regions. The factthat the
smallest eight regions collectively have fewer people of
working age than the single and geographically smallest
region of Auckland needs to be continually born in mind in
discussing regional and employment issues in New Zealand.

The best way to define a region geographically is conten-
tious. Regional definitions are by no means obvious and are
often arbitrary. The standard regions shown in Figure 1 for
example are delimited on the basis of their warer catchments
rather than their labour catchments and as such can some-
times embrace a number of quite different local labour
market areas. Ideally, in a study such as this we would begin
by delimiting the labour catchments or labour sheds of the
major work locations and use such groupings as local labour
markets. However New Zealand has yet to invest in the
identification of such functional areas even through they are
widely used in Australia (DEET, 1993), the UK (see Green
and Owen, 1990), as well as the USA and several European
countries.

On the other hand these fourteen regions are commonly used
for regional analysis in this country (see Statistics New
Zealand, 1993 and Lowe, 1998) and our use of them here
does at least facilitate comparisons with other statistics.
Nevertheless the use of these regions should be viewed only
as a first step in an analysis of sub national labour market
behaviour and conclusions drawn at this level do need to be
tested on more carefully delimited areas at a later date.

Labour market indicators

At any point in time, we can identify those men and women
over 15 years of age (the working age population) who
declare inthe census that they are either not in the paid labour
force (N), in the paid labour force, holding jobs (E) or
‘unemployed and actively searching for paid work’ (U).

Figure 2 shows that of the 2.58 million of working age (15
years of age and over) in March 1991, one million (39.55%)
were not actually in the labour force, that is, they were not in
paid work or unemployed and looking for work. Of the
1.561 million who were in the labour force nearly 1.4 (90%)
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Figure 1. Regions of New Zealand
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were employed (either part-time or fulltime) and 0.16 mil-
lion (19%) were unemployed.

The first of two indicators may be constructed by expressing
these three core measures, E, U and N as ratios of one
another. The labour force participation rate (LFPR) =
(E+U) / (E+U+N) = LF/WAP+. The second indicator, the
unemployment rate, is the number of unemployed and
seeking work (U) divided by the labour force (LF) that is,
UNR = U/E+U) = U/LF). These terms are elaborated in
Appendix 1.

Figure 2. The organisation of labour market
categories in New Zealand

Working Age Population

2,583,669

Labour Force (LF)
1,561, 656

|
| |

Employed (E) Unemployed (U)
1,398.570 163, 083

Fulltime (FT) Parttime(PT)
1.149,633 248,937

Non-labour force (N)
1.022.016
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According to the census, being employed involves working
for an hour or more a week and therefore a wide range of
possible employment periods are possible. The conven-
tional division of the employed by hours of work is between
those who work less than thirty hours a week (part-timers)
and those who work thirty or more hours per week (full
timers). This mix is captured in our third indicator, the
fulltime work rate, FTWR = FT/(FT+PT) = FT/E .’

The fourth indicator we use to monitor labour markets is the
total annual income reported by fulltime wage or salary
earners.’ Although still a ‘total income’ rather than a solely
‘wage income' measure, well over ninety percent of all
income earmned by wage and salary earners actually comes
from this source. In addition to being a convenient proxy for
wage or salary income when applied to fulltime wage and
salary earners this measure has the additional advantage of
avoiding the income effect of variations in the mix of full and
part-time work across the regions (as well as the implicit
correlation with our previous indicator, the fulltime work
rate).’

Regional differences in labour market
condition

The four labour market indicators together with the census
counts used to construct them are given in Table 1. The
labour force participation rate ranges from a low of 55.8
percent in Northland to a high of 63.9 percent in Wellington.
The plots in Figure 3 shows that Wellington, Southland,
Auckland and Waikato are noticeably higher than the other
regions with participation rates of over 61 percent. The next
cluster is Taranaki and Nelson-Marlborough at around 60
percent with a third cluster of Hawke's Bay, Canterbury,
Manawatu-Wanganui and West Coast between 58 and 59
percent. These are followed by Bay of Plenty and Otago
with between 57 and 58 percent. Even though Gisborne and

Northland trail the field, the participation rates in these
regions are not markedly lower than the New Zealand
average of 60.4 percent suggesting a slightly narrower range
than found internationally.®

Although not immediately obvious from Figure 3, unem-
ployment rates do show a much wider distribution across the
regions than the labour force participationrate. The standard
deviation of the rates relative to their mean (the coefficient
of variation) is 15.9 for unemployment compared to only
4.1 for the labour force participation rate.

Also, unlike the more evenly distributed labour force partici-
pation rate, there is a distinct regional clustering to the
unemploymentrate with Northland at 14.3 percent, Gisborne
at 13.3 percent followed by the Bay of Plenty with 13.2
percent. Several points below, at 10-11 percent, is a cluster
of sixregions, Hawke's Bay, Manawatu-Wanganui, Waikato,
Taranaki, Otago and Auckland. Almost a percentage point
lower is Canterbury with Wellington, Southland and Nel-
son-Marlborough experiencing the country’s lowest unem-
ployment rates. The New Zealand range from 8.6 percent to
14.3 percent at the height of the country’s recession in 1991
would appear to be well within the range encountered in
other OECD countries.’

Our third labour market indicator is the proportion of the
employed holding jobs of more than thirty hours a week.
Like the labour force participation rate the Wellington and
Auckland labour markets stand apart from the rest of the
country (with 83.9 and 83.6 percent holding fulltime jobs
respectively). By contrast the less urbanised regions of
Waikato, Southland, West Coast and Taranaki and then
Gisborne have relatively fewer of their employed working
fulltime. Below the median in a bunch are Manawatu-
Wanganui, Otago followed by Canterbury, Bay of Plenty,
Hawke’s Bay, Nelson-Marlborough and Northland, all

Table 1. Selected labour market measures by Regional Council, New Zealand, 1991

Region Unemployed  Fullhme Pari-lime  Employed Labouriorce Non-abour Working age Labour lorce Unemployment  Fullime  Per eapils

employed employed lorce population  parucipation rale work rale NCoMme

rale
U FT PT E LF N WAP LFPR UNR FTWR s

Northland 7.437 35.751 B.685 44 436 51.876 41,112 92,988 558 14.3 80.5 19,656
Auckland 46,995 337.779 66 444 404,223 451,215 276.834 728.049 620 10.4 836 22,320
Waikato 16,107 111,153 23,757 134,910 151,017 95,370 246 387 613 107 82 4 20,796
Bay o! Plenty 11.580 61.488 14,745 76.233 B7.816 64.014 151 830 57 8 13 2 807 20.331
Gisbome 2.400 12,726 2,931 15,657 18.060 14,088 32148 56 2 133 813 17.157
Hawke's Bay 6.720 43.809 10,554 54,363 61,083 42,531 103,614 590 11.0 80 6 18,912
Taranaki 5.100 34,962 7.836 42.798 47 898 31,902 79.800 600 10.6 B1.7 20.616
Manawalu-Wanganui 10,890 71,976 16,881 88,857 89,747 70,218 169,965 587 109 B81.0 20 163
Wellington 17.772 151.377 29049 180,426 198,198 111,930 310,128 639 90 83.9 23,21
Nelson-Marlborough 4,320 36.915 B.883 45 798 S0.118 33,534 831.652 599 86 806 18,786
Wes! Coast 1.564 10.677 2,346 13,023 14,574 10,353 24,927 58 5 10.7 820 20,289
Canterbury 19,704 147 447 35,322 182,769 202.470 141,771 344 241 sg e 9.7 80.7 20.007
Otago 8,400 58.149 13,728 71.877 80.277 60.414 140,691 571 10.5 80.9 19, 424
Southland 4,086 35,130 7.686 42,816 46,902 27,819 74,721 628 8.7 82 0 19 893
Not Apglicable 18 294 a0 3ng 405 129 534 758 45 76 6
NEW ZEALAND 163.083 1,149,633 248,937 1,398,570 1,561,656 1,022.019 2,583,675 60 4 10.4 82 2
Statistics
Minimum 1.554 10,677 2,346 13,023 14,574 10,353 24,927 55 8 86 80 5 17.157
Maximum 46,995  337.779 66.444  404.223 451,215 276,834 728,049 639 14.3 83 9 23,231
Range 45,441 327.102 64,098 391,200 436641 266,481 703,122 8 57 34 6.074
Median 7.919 50,979 12,141 63.120 70.680 51,473 122,153 s8 9 10.7 81,1 20,085
Mean 11,648 B2.096 17.775 99.870 111,518 72.992 184,510 59 4 108 B1 6 20,113
Standard deviation 11,655 86.106 16,958 102,993 114,570 69,708 184,088 24 1.7 11 1,470
Coelficient of Var. 100.1 104.5% 95.4 103.1 102.7 95.5 99.8 4.1 15.9 1.4 7.3
Source: Stalistics New Zealand Census of Pepulation and Dwellings, via SUPERMAP?2
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Figure 3. The regional distribution of labour market indicators, New Zealand, 1991
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showing the larger proportion their workforce in part-time
rather than fulltime employment.

Finally in the fourth panel of Figure 3 is the variation in
average total income of fulltime wage and salary earners
across the regions. This panel clearly depicts the higher
returns to fulltime work in Wellington and Auckland. Earn-
ing several thousand 1991 dollars less per annum than those
in the metropolitan centres were the fulltime workers in
Taranaki, Canterbury, Waikato and the Bay of Plenty.
Successively lower wages were earned by fulltimers living
in Manawatu-Wanganui, Otago, Southland, Northland, West
Coast and Hastings with the lowest income reported by those
fulltimers in Nelson-Marlborough and Gisborne.®

In summary, while New Zealand may not show quite the
labour market diversity of many larger economies like the
USA, Europe or even the UK, the regional differences that
do exist are quite marked.

The joint presence of disadvantage on all four indicators is
only just being identified internationally as a characteristic
of depressed regional labour markets. In a recently pub-
lished paper UK readers were reminded of just how contem-
porary regional and local unemployment differentials un-
derestimate the true extent of geographical disparities in
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labour market opportunity: "a larger proportion of those
who are in employment in [depressed] regions tend to be in
‘marginal’ employment"...and that..."the use of the conven-
tional [unemployment rates] as an indicator of such reserves
tends to understate not only the size of these reserves butalso
the scale of regional differentials in their distribution (Green
and Hasluck, 1998: 552, 556).°

The next step is to appreciated just how the four indicators
- the unemployment rate, the labour force participation rate,
fulltime work rate and fulltime wages - are correlated across
the regions. Each indicator describes one complementary
aspect of an overall picture of the labour market in the region
and its intercorrelation is of special significance for two
reasons. The first is the way each indicator contributes
incrementally to the overall income of the labour force in the
region. Annual incomes bear a direct relationship to the
number of hours worked, the number of days and of course
the wage rate. The first three of our indicators are especially
relevant for, as Mead has emphasised elsewhere, it is ‘differ-
ences in hours worked, not in wages, principally determine
whether workers are poor’ (Mead, 1992:69-70). The same is
true of regions in general.

The strength of the intercorrelation among the indicators
becomes important in studying how regional labour markets

Labour, Employment and Work in New Zealand 1996



Figure 4 The regional labour market
profile. Basic structure
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Figure 5 The regional labour market
profile. Strong and weak markets.
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adjust to changes in the growth of the overall economy. This
aspect is not explored here but it is likely that in subsequent
analysis we will find that different indicators will change at
different rates and magnitudes than others and that their
relative importance will vary from one region to another (a
feature already well documented for unemployment by
Vedder and Gallaway, 1996).

The regional labour market profile

The regional labour market profile is a graphical device
designed to, a) illustrate the nature of the correlation
between the four indicators, b) show the relative position of
each region with respect to each indicator and, ¢) to assist in
the classification of labour market types.

Figure 4 shows how the profile is organised. Note firstly
how the value of each indicator increases outwards from the
central point of intersection and that the scales are orientated
accordingly. In order to ensure that higher magnitudes are
associated with positive labour market outcomes we sub-
tract the unemployment rate from 100 giving the ‘1-unem-
ployment rate’. With this adjustmentregions located further
from the central origin of the profile are deemed to be subject
to stronger labour demand.

By contrast, regions experiencing relatively depressed de-
mand for labour will appear near the centre of the graph; a
smaller proportion of the working age populations will be
participating in the labour market and, when they do, more
will be experiencing unemployment. When members of
these markets are employed they will be offered less work
(part-time rather than fulltime) and, those that do receive
fulltime work will receive remuneration lower than those in
other regions.

Figure 5 shows how regions might appear in such a plot.
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Each region appears four times, once in each panel. By
connecting the same region across the four panels we create
a ‘box’ whose shape will vary from region to region accord-
ing to their relative position on each of the indicators. For
example boxes labelled S and W in Figure 5 connect ‘strong’
and ‘weak’regional markets respectively. The oblong (char-
acteristic of the "West Coast’) illustrates an asymmetrical
labour market characterised by lower labour force participa-
tion rates but low levels of unemployment. Such a shape
suggests that those who are working are more likely than
most other regions to be in fulltime work, but that such
workers also have to support a relatively larger non-working
population on relatively lower wages.

The plot of the regions within each of the panels therefore
allows both the nature and strength of their intercorrelation
to be observed.

Applying the regional labour market profile

The four plots which make up the profile are created from the
four indicators given in Table 1. The resulting profile in
Figure 6 shows how each region ‘performs’ on each of the
four dimensions. In panels one, three and four the positive
correlations are moderate to strong, with over half the
statistical variation in one indicator being accounted for by
its pair; r-squared values are .57, .61 and .59 respectively.
Thethird correlation, relating the employment rate to fulltime
wage incomes, while still positive, has a lower r-square of
0.13. These coefficients of determination correspond to the
conventional Pearson correlations of r=0.76,0.78,0.77 and
0.36 respectively. We will now explore the results in each
of these panels in turn.

Panel 1 of Figure 6 confirms the positive relationship be-
tween labour force participation and the (un)employment
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Panel 1. R=0.575

Figure 6. A regional labour market profile applied to New Zealand, 1991
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rate which 1s widely discussed 1n the literature (see espe-
cially Bowen and Finegan, 1969). Regions with relatively
high overall unemployment expenenced low participation
rates while those regions with relatively low unemployment
rates such as Wellington, Southland, Nelson and Marlborough
and Auckland experience relative high rates of participa-
tion.

While such a positive correlation has been used in the
literature to confirm the dominance of discouraged worker
effects over added worker effects withinregional economies
this single interpretation may overstate the behavioural
aspects and understate the compositional and structural
features which go into producing such an empincal pattern
(see Fleischer and Rhodes, 1976). It is just as likely that,
rather than being solely a result of a causal behavioural
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association both variables could be reflecting responses to
differences inthe regional demand for labour (as well as the
supply characteristics that follow as a result - through
migration for example).

High local demand for labour generates higher levels of
labour force participation as more people are willing to
search for work. Job search costs are reduced and this
increases the expected returns to participation by upward
pressure on wages and salaries. Higher demand for labour
leads to more fulltime work and lower rates of unemploy-
ment. Ina small economy such as New Zealand economies
of scale ensure that these pressures on the labour market are
heavily concentrated in one or two major centres thus
moving these metropolitan markets away from the other
regional markets on almost all indicators.

Labour, Employment and Work in New Zealand 1996




Figure 7. Four types of regional labour market. New Zealand, 1991
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Turning to panel 2 of Figure 6 the expectation here is that
regions exhibiting low unemployment rates (high 1-unem-
ployment rates) will also experience higher pressures on
wages.'? In this case the statistical correlation is less strong.
One of the reasons is the presence of two outliers: Nelson-
Marlborough and Southland. These are both heavily sea-
sonal economies which show much higher rates of employ-
ment within the labour force than expected on the basis of
their relatively low wages incomes. Without these regions
the correlation between the regional unemployment rate and
regional fulltime incomes would increase to R*=0.34."

Labour can be expected to be attracted into paid work by the
greater earning opportunities which fulltime work offers - a
feature confirmed by the relatively strong result in panel 3 of
Figure 6. Regions like Northland and Gisborne but also

Labour, Employment and Work in New Zealand 1996

Hastings, Canterbury and Manawatu-Wanganui as well as
Otago not only have low labour force participation rates but
have low fulltime work rates as well. Wellington and
Auckland on the other hand have both high participation and
fulltime work rates.

Finally, panel 4 of Figure 6 confirms the expected positive
relatonship between hours of work and the nominal average
wage or salary income of fulltime workers in the regions.
This suggests that the more likely fulltimers are to be hired,
the more likely they are to be better paid. Noticeable here
again is the strong influence exerted by Auckland and
Wellington, although the regional economies of Waikato,
Taranaki, Southland and the West Coast clearly separate
themselves from those regions in which part-time work is
more Common.
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In summary, we have been able to demonstrate that labour
demand is manifestin consistent ways throughout the differ-
ent regional markets: strong markets offer more paid work,
longer hours and higher wages. Weaker regional markets
are able to offer less work thus raising the chances of
unemployment, and when they employment they supply
fewer hours per week and even when fulltime work is
available it is at lower wages than in the more buoyant
regional economies.””? Weaker regions therefore experi-
ence multiple and compounding labour market disadvan-
tages.

Regional labour market types

At least four different types of regional labour markets can
be identified from such a regional profile - see Figure 7. The
first is the relatively straightforward contrast between the
two North Island metropolitan labour markets Auckland and
Wellington and the rest of the regions - particularly notice-
able 1n the case of the labour force participation rate and the
fullime wage and although unemployment rates are not
necessarily lower it is highly likely that unemployment
spells are lower and turnover higher in such regions. The
second are the weaker economies of Northland, Gisborne
and Bay of Plenty located near the centre of the plot."

Thirdly, it is possible to discern two asymmetrical market
types which lie midway between the first two: type A in
which low labour force participation rates combine with
higher rates of part-time work and with lower-middle wage
incomes in regions with low unemployment: Nelson-
Marlborough, Canterbury, Hastings, Manawatu-Wanganui
and Otago.

Type B regional labour markets - West Coast, Taranaki,
Waikato and Southland - show higher than average propor-
tions of people in the labour force and higher than average
fulltime work rates in regions where unemployment and
fulltime salaries are about average. In these economies,
while fulltime work rates are much lower than type A,
unemployment is higher but wage incomes appear to be
relatively similar.

In summary, the profile allows us to identify regions whose
labour markets exhibit similar characteristics. The next step
1s to find out why regions take on these characteristics and
how these affect the way these different economies adjusted
to economic growth over the period 1991-1996. Of particu-
lar interest will be the degree to which a region’s relative
position on each of these indicators changed as the economy
picked up between 1991 and 1996."

Conclusion

When regional differences are raised in public discussion in
New Zealand it is the disparity in unemployment rates that
has usually received attention. What this paper has demon-
strated is that unemployment is merely the most well known
of a set of labour market conditions which together penetrate
much more deeply into the areas affected than unemploy-
ment alone.
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By relating four separate labour market indicators within a
single regional labour market profile we have been able to
show not only that regions with high unemployment have
fewer residents who declare themselves part of the labour
force, but that when they do secure work, alarger proportion
is part-time work, and even when fulltime work is secured
the level of remuneration is lower than in other more buoyant
regions.

What these results highlight therefore is the wide ramifica-
tions of differential labour demand across the regions. The
combined effect of these indicators considerably widens
regional disparities in labour market opportunity,lowering
aggregate regional (personal) incomes and to bring more
individuals in the weaker markets closer to the poverty line.
Were we able to include measures on the duration of work
we would undoubtedly find that regions with high unem-
ployment and less fulltime work would also only be able to
offer shorter spells of work - further lowering annual in-
comes of disadvantaged regions. An advantage of the
profile therefore is that it allows us to focus on the multiple
ways in which a local labour market can affect returns to
waged work across the country and how these compound the
difficulties faced by those living in adversely affected re-
gions.

We began this paper with the observation that as unaccept-
ably high unemployment levels persist throughout the OECD
sO greater attention is being paid to regional differences
labour adjustment dynamics. We argued that, compara-
tively speaking, New Zealand has lacked both the concep-
tual and empirical analysis necessary to build local and
regional specific approaches into its active labour market
policies. While not exactly a panacea, this exploration has
emphasised the importance of viewing the location labour
market as aset of interrelated conditions which highlight the
way in which the conditions which generate unemployment
and affect several other labour market measures as well
compound and amplifying the impact of living in bouyant
and adversely affected regions in turn.

Future research

The regional profile is a largely descriptive device. How-
ever the theoretical bases of expected relationships within
each of the four panels means that the profile can be em-
ployed to test specific hypotheses about what can be ex-
pected to happen to the different regional labour markets
during periods of national growth and recession.

By being based on readily accessible census data such
profiles can easily be assembled for different types of labour
force participants; so for example we can look at how the
behaviour of young men in different regions alters during
recessions compared to say older, more established mem-
bers of the labour force. Are the young more readily
absorbed into the labour market with economic growth in
some regions than others for example? What levels of work
do they get and how do their return to waged work differ
across the country? Do these results apply equally to both
men and women and to those with limited and extensive
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formal education? And so on.

Finally, one of the perennial issues surrounding sub national
analysis of labour markets is the impact of drawing bounda-
ries between regions. New Zealand has yet to invest in the
identification of local labour markets per se as opposed to
simply using those based on water catchments as is the case
here. Until we take such steps the usefulness of any concep-
tual framework will remain hostage to our official rather
than actual labour geography.

APPENDIX 1: Glossary of terms and expressions.

The following is designed to amplify the terms used in the
construction of Table 1.

}: The labour force participationrate (LFPR=LF/WAP)

2. The unemployment rate (UNR-UN/LF)

3. The full-time work rate (FTWR=FI/WF) where
WF=workforce = PT + FT.

The labour force is defined by the census as consisting of
persons aged 15 years and over who regularly work for one
or more hours per week for financial gain, or as an unpaid
worker in a family business. Also included are persons who
are unemployed and actively seeking either fulltime or part-
time work. Unpaid voluntary work is not included. There-
fore the labour force, LF= FT+PT+UN. Note FT and PT as
defined here does not include the unemployed. However if
referred to as the ‘full-time labour force' (or ‘part-time
labour force’), then those unemployed and actively search-
ing for full time (part-time) is included.

The work force (as opposed to the labour force) is not an
official census term but is defined here as the labour force
excluding the unemployed (UN), so WF+LF-UN=FT+PT.

The full-time work rate (FTWR) is the number of working
full-time (working 30 hours a week or more) divided by the
total workforce i.e. FTWR-FT/(FT+PT)=FT/WF.

Unemployed and seeking work refers to persons who were
not working in a paid job, business, farm or profession at
census data, but had looked for either fulltime or part-time
work in the preceding four weeks. The 1986 definition
included ‘regardless of their availability and the job search
methods used’. (Looking at job advertisements 1n newspa-
pers alone was not considered actively looking for work). In
1991 to be included as unemployed and seeking work you
would have had to be willing to start work in the week
preceding the census if a job had been available.

The part-time labour force comprises those aged 15 years
and over working 1 to 29 hours per week, and those persons

aged 15 years and over who are unemployed and actively
seeking part-time work.
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Notes

1. Early work on regional disparities such as Jensen (1969)
and Johnston (1981) contained measures of labour market
outcomes but made no attempt to explore differences in the
structure and functioning of the regional markets them-
selves. The significance of regional differences in labour
market outcomes were explored in the early 1960s in the
McDonald report on regional development and were raised
again by Mabbett (1988). The presence of regional dispari-
ties has been the subject of several New Zealand Planning
Council reports (e.g. 1989). As attention shifted away from
regional development and towards addressing individuals
per se, regions tended to be used as substitutes for the micro
level data rather than as objects of substantive interest
themselves. While regions were used in the work of Brooks
(1991) and Harris and Raney (1991) and Poot and Siegers
(1992) the manifold relationships between labour force
participation and the characteristics of their local labour
markets were left under explored. Nonereally addressed the
questions which Hyman raised much earlier on about the
nature and reasons for regional disparities in female labour
force participation (Hyman 1978, 1979 and Penhale, 1980).
This didn’t really change even though there were advances
in the modelling of regional interaction notably by Poot
(1984). The recent work, typified by Vaithianathan (1995),
is now reexamining the role of the regional factor particu-
larly in retarding labour adjustment. It is in the context of
this contemporary concern that this paper has been written.

2. Having said this, Statistics New Zealand's publication of
the Regional Digest of Statistics was an important step
forward (largely due to the efforts of Lowe (see 1988). The
regional statistics now available on the SUPERMAP data
base are also of considerable value as are those produced
through the Statistics New Zealand Household Labour Force
Survey.

3. Elsewhere we use the profile to test specific hypothesis
about the relationship between labour market competition
and the convergence of regional labour markets in New
Zealand (see Morrison, 1998a). The central argument ad-
vanced in that report is that the more competitive the labour
force the less regional differences influence labour market
outcomes. Or, putting it another way, it is primarily the
location decisions of the less competitive workers which
account for the long term persistence in regional labour
market disparities.

4. This is distinct from total income as reported in the census.
The census relies on the individual respondent to recall their
total income. This is defined as income before tax from all
sources for the financial year ended 31 March 1991. ‘All
sources’ includes income from ‘wages, salary, commission,
business or farming income (less expenses), Social Welfare
(including Family Support), Accident Compensation weekly
payments, interest, dividends, rent, fringe benefits or in-
come in kind, Youth or Student Allowance, Bursary, Schol-
arship, maintenance from former partner, superannuation
and pension payments’ (Statistics New Zealand, 1992: manual
B -13). In 1991 respondents were asked to tick ‘which types
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of income support’ they received during the 12 months prior
to 31 March 1991 and then to tick the income category their
before tax total annual income falls into (Ql4 and 15,
Statistics New Zealand, 1997, Individual Form 1991).

5. Whereas the per capita income is available directly from
Statistics New Zealand’s SUPERMAP2 data base, the per
capita wage or salary income has to be estimated from counts
over the range of income categories. In our case we multiply
the mid point of each income interval by the number of
workers in that category, sum the result and divide by the
total number of salary earners.

6. The classic US study is Bowen and Finegan (1969) from

which very detailed rates may be obtained. While it is
difficult to judge precisely, the New Zealand range would
appear to be somewhat more restricted than those reported
for much larger economies: for example the USA ranged in
1985 from 52.2 percent in West Virginia to 73 percent in
Alaska (Gallaway, Vedder and Lawson, 1991:45). For the
United Kingdom Gordon (1970:414-5) reports female ac-
tivity rates (for sub-divisions of the economic planning
regions) which range from 28 percent in north-west Wales to
49 percent in Greater London - a range comparable to the
New Zealand range of 46.5 to 55.6 percent. Other figures
are reported in Bowers (1970) and Mohlo, 1983).

7. The range would appear to be narrower than is found in
Europe and US with only a small proportion of this differ-
ence to be due to difference in the levels of spatial
dissaggregation. Results from a 55 region classification for
seven countries in the European Union in 1993 for example
revealed an unemployment rate which ranged from 3.9% in
Bayern to 25.9% in Sur (Munro and Schacter, 1998). Vari-
ation in the ‘full employment unemploymentrate’ across 43
local market areas in Pennsylvania, 1971-1982 ranged from
3.19% to 10.40% (Hyclak and Johnes, 1987:194). Taylor
and Bradley (1983) use a conservative measure of noncyclical
unemployment in northwest England which vaned from
0.5% to 7.3%.

8. Note here thatonly wage or salary incomes are considered
here and omitting earnings of employers or the self-em-
ployed and that this may lead to lower relative incomes of
predominantly farming areas.

9. Green and Hasluck (1998) propose a graduated range of
‘unemployment’ measures from the narrow unemployed
and seeking work to complete non participation. Their
measure of the labour reserve increases as these are added
together. Successive measures are then compared across the
regions of the UK. They observe how the use of the
unemployment rate tends to understate interregional differ-
entials in the size of the labour reserve.

10. The expectation in the neoclassical theory of unemploy-
ment rates is actually the reverse of this interpretation,
namely, thatunemployment is high in some regions because
wages are (too) high (as in Hall, 1972) but there is consider-
able debate over Hall's evidence as well as the underlying
argument.
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11. Seasonal economies exhibit low unemployment rates at
the peak of the seasons which include March when the
census is taken so these (reverse) unemployment rates may
be overestimates of their average annual unemployment
levels. The same would apply to the Hastings economy.
Even if there were no seasonal effects these counter exam-
ples could reflect composition effects associated with the
level of aggregation: industry and occupational mix effects
as well as gender mix effects probably play a larger role at
this level than pure wage rate effects. By the same argument
one would expectsuch arelationship to become less ambigu-
ous when estimated for more homogeneous subpopulations.
The other and more general reason for the weaker correlation
in panel 2 is composition bias. Those who are unemployed
are typically quite different from those who are employed,
particularly those employed fulltime on wages or salaries. In
a highly stratified market it is quite possible for the two types
of labour to coexist in the same region but with relatively
weak labour market connections between them.

12. Not all of this difference will be due to regional varia-
tions in rates of pay of course. There is, as Jackson has
pointed out (1997), a strong association between the indus-
trial and occupational mix of a region and incomes.

13.A more robust statistical approach to identifying such
types would be to apply cluster analysis to the regions on the
basis of their scores on the four indicators.

14. See Morrison (1998b) for a preliminary discussion of the
way each of these regions behaved on a number of these
indices over the twenty seven quarters between June 1990
and December 1996 as revealed by the Household Labour
Force Survey. Subsequent work will compare the profiles of
these regions in 1991 with their profiles constructed for the
1996 census.
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