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Executive summary 

Workers who involuntarily lose their jobs as firms close or downsize in 
response to fluctuations in demand and production, can face substantial 
personal costs through periods of non-employment and lower wages in their 
new jobs. In early 2016, 1.1% of the New Zealand working-age population – 
or 29 000 workers – reported being laid off, dismissed or made redundant 
from their previous job. While the job displacement risk in New Zealand used 
to be amongst the lowest in the OECD in the mid-2000s, the impact of the 
economic downturn was stronger than in any other country, lifting 
New Zealand to the middle of the OECD ranking in 2009. Seven years later, 
the stock of displaced workers has not yet returned to its pre-crisis levels.  

Strong cyclical fluctuations in displacement rates are consistent with the 
country’s flexible labour market regulations, which allow companies to adjust 
their labour force more easily than in most OECD countries. Labour market 
flexibility also translates into higher re-employment rates: 84% of workers in 
New Zealand found a job within two years after displacement in the 
mid-2000s. These rates are higher than in many other OECD countries, 
though comparable with re-employment rates in the Nordic countries. The 
downside of flexible labour market regulations is that the costs of economic 
restructuring largely fall onto individual workers. Indeed, income and 
especially wage effects upon displacement can be considerable, even for those 
who successfully return to work, and seem to be more pronounced in 
New Zealand than in most other OECD countries.  

The New Zealand labour market and social support framework places 
significant strategic weight on the creation and maintenance of flexible labour 
markets combined with a reliance on the family and private providers as the 
main support systems for displaced workers. As a result, social assistance and 
public employment support are reduced to a minimum and act very much as 
systems of last resort for displaced workers who end up in the welfare system. 

In view of the non-negligible income and non-income consequences for 
many displaced workers and their families, and the small share of workers that 
benefit from income and employment support upon displacement, there may 
be room to strengthen the policy framework and extend income support, 
active employment measures and training programmes to a broader range of 
workers to help them maintain their job quality and living standards.  
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The OECD recommends to policy makers in New Zealand to: 

• Strengthen employer responsibilities by requiring a longer minimum 
notice period and a mandatory notification of each redundancy to trade 
unions (if any) and the relevant authorities. 

• Explore ways to reach out to all displaced workers in need of support, 
by 1) contacting displaced workers early on; 2) expanding employment 
services for better-skilled workers; and 3) providing incentives to public 
employment services to assist people who are currently not eligible for 
income support. 

• Consider replacing the voluntary redundancy payments with a 
mandatory active redundancy insurance system. By combining financial 
support with pro-active employment support upon redundancy the focus 
would lie on reintegration and fast job-to-job transitions. The insurance 
scheme could cover all workers irrespective of their individual working 
arrangement and can be financed by a payroll-based levy. 

• Strengthen training guidance and counselling for adults as well as the 
framework for recognition of skills acquired on the job. 

• Ensure and sustain the adequacy of welfare payments and take-up of 
benefits among those who are eligible to avoid that displaced workers 
fall into poverty.  


