


comparing like for like, the systems produce similar numbers. Any differences do not change
our support for the proposed changes.

As a result of the changes to post-study work rights, we expect there to be an impact on the
number of international students coming to New Zealand, and the value New Zealand derives
from international education. It is not possible to quantify the exact impact of the changes, or
how long the impact will last.

A decline in international student numbers will put additional pressure on parts of the sector.
However, this transition is a necessary part of supporting the move to a high quality and
sustainable international education system while also ensuring that international students are
able to contribute to the skills and qualifications New Zealand needs.

To help offset some of the transition costs, we will be focused on a range of activities that will
support the sector to successfully transition from a business model reliant on volume, to one
that is focused on quality and generating increased value to New Zealand. This includes
supporting any current international students who may be impacted by provider closures.






Background

1.

In May 2018, Cabinet agreed to undertake public consultation on proposed changes to
post-study work rights and the eligibility of international students' partners and their
dependent children to work and study in New Zealand [CAB-18-MIN-0250 refers]. This
consultation closed on 29 June 2018.

You have commissioned advice on the potential education sector impacts of the proposed
changes. You have also asked officials to look closely at enrolment data and reconcile this
with immigration data included in the Cabinet paper seeking permission to consult on the
proposed changes.

Proposed changes to post-study work rights

3.

The Minister of Immigration has revised the proposals based on the consultation feedback,
and education officials have provided input to shape the final proposals that will be
considered by Cabinet. Five proposals were consulted upon. Of these, one has been
removed, one is progressed unchanged, and three progress with changes.

Education agencies are broadly supportive of the direction of the proposed changes.
Effective immigration settings support your broader direction for international education,
and are an important element of the International Education Strategy, which you are taking
to Cabinet on 6 August. These changes support the move to ensure an excellent education
and student experience, and that international students receive a high-quality education.

We understand that the Minister of Immigration's office has provided you with a copy of a
briefing that outlines the consultation feedback and the rationale for these proposed
changes [Report back on consultation on proposed changes to immigration settings for
international students and final recommendations for change Ref 3893 17-18], and intends
to provide you with a copy of the Cabinet paper [Report back on consultation on proposed
changes to immigration settings for international students and recommended final
proposals].

Table 1 summarises the changes. in post-study work rights, from the point of view of
students studying atdifferent levels. Proposal Four, which would have required students
at non-degree Level 7 to study for two years to be eligible for post-study work rights, has
not been progressed.

The Minister of Immigration has also agreed to require international students studying
Level 8 qualifications to be in an area specified on the Long Term Skills Shortage list in
order for their partner to be eligible for an open work visa, and in turn the partner’s
dependent children to be eligible for fee-free domestic schooling.

Table 1: Summary of changes in post-study work rights

Type of Current post- Final changes Change in Types of students
qualification | study visas entitlement impacted

Level 7 One-year open Three-years Total number of | This includes
degree and and two-year open years is the Bachelor's, Master’s,
above employer- same and other
qualifications | assisted Postgraduate

students, and is more
favourable than
current settings as
they will not have to
find a sponsoring
employer




registration with
a professional or
trade body

have a reduction
of one year

Type of Current post- Final changes Change in Types of students

qualification study visas entitlement impacted

Non-degree One-year open One-year open, Visa reduction of | Students undertaking

Level 7 and two-year and an additional | two years, a Graduate Diploma

qualifications | employer- year for except for in nursing,

assisted Graduate Graduate engineering or

Diplomas Diplomas tied to | teaching would likely
towards registration who | be eligible for an extra

year. Students doing
more generic
qualifications at Level
7 would only be
eligible for one year

Level 4-6 One-year open One-year open Visa reduction of | These students still
qualification and two-year two years need to study for two
of minimum employer- years (so would often
two years assisted do atwo level
duration pathway programme),
but would now only be
eligible for one year of
work rights.
Level 4-6 None None None No changes —
qualification students in these
of less than programmes would
two years need to do a second
duration year of study to be

eligible for any work
rights

We agree with the proposed changes to current post-study work rights settings

8. We believe that these changes will support the Minister of Immigration’s stated policy

objectives:

e ensuring that post=study pathways for international students are fit-for-purpose
and contribute to the skills and qualifications that New Zealand needs

e reducing the likelihood of students being exploited by unscrupulous employers,
education providers and agents;

e minimising the losses of genuine students to the export education industry.

9. We also believe that they will support the objectives of education agencies, including
strengthening  international student wellbeing, moving towards a higher-quality
international education system (including reducing the risk of providers attempting to tailor
their provision narrowly to support migration opportunities), and supporting sustainable
development of the industry. We have provided further detail, including our feedback, on
each of the proposals in Annex 1.

Quantifying the impacts of the proposed changes is difficult

Itis not possible to predict the behaviour of different affected groups with any certainty

10. It is difficult to determine the potential impact of a particular policy change on the behaviour
of (potential) international students with any degree of certainty, as there are a large
number of factors influencing the decision to study overseas, and choosing the destination
country. These factors include parents and family, the role of education agents, other



11.

12.

policy changes in New Zealand and in our competitor countries, international exchange
rate fluctuations, and the wider geopolitical landscape.

The ability to work for a period after studying is part of the New Zealand international
education proposition, and is also offered by competitor destinations. Overall, the
proposed changes would maintain New Zealand’s position against our key competitor
countries: broadly aligned with Australia, more attractive than the UK and the USA, but
less attractive than Canada. For students studying at Level 4 to 6 and in non-degree Level
7 qualifications, the proposed changes would make us moderately more restrictive than
Australia (but still more generous than Ireland, the UK and the USA). For Bachelor's and
above, the proposed changes would make our settings less restrictive than Australia, with
only Canada more open than New Zealand.

It is important to note that these changes sit in the context of the wider immigration and
labour market systems. Post-study work visas are not the only options for international
students to stay in New Zealand post-graduation (especially if they are in‘an area of high
demand, for example teaching). A one-year post-study work visa allows an international
graduate time to find appropriate employment, before applying for another type of work
visa.

There are different ways of counting the number of students potentially affected

13.

14.

15.

16.

17.

18.

We have been working with the Ministry of Business, Innovation and Employment (MBIE)
to ensure the data produced by the two systems (immigration and tertiary education) is
reconciled as much as possible, so that the short-term impacts and long-term gains of the
policy changes are able to be considered in advice to Cabinet.

The two different data systems can produce different numbers as they were set up for
different purposes and measure subtly different things. Immigration data uses student visa
holders “finishing” tertiary study (ie successfully completing a tertiary qualification) in a
particular year, whereas education agencies have used tertiary enrolment data. Each of
these approaches gives a different perspective on the numbers of students potentially
impacted.

When comparing like for like, we have found that the systems produce similar enough
numbers to give us confidence that the overall assessment of the impacts of the proposed
changes are broadly correct. There are some differences in the numbers studying at the
affected sub-degree levels between the two datasets, but these are not material to our
overall assessment of the general magnitude of the potential impacts.

The immigration system data suggests a range of 13,800 to 18,300 students affected by
these changes, based on completions and transitions to post-study work visas. Enrolment
data fromthe tertiary system suggests a slightly higher potential pool of students impacted,
which eould be up to 20,700 enrolled students at government-funded providers (other than
universities).

In addition to the data on government-funded providers, we have some data that suggests
a further pool of students studying at unfunded providers are potentially affected by these
proposed changes. What we do not know about this pool is what they are studying and
whether that makes them eligible for post study work rights. There are many variables (as
outlined in this paper) that will impact on the number of affected students. The numbers in
the unfunded sector introduce further uncertainties around the potential upper limits of
these impacts.

Broadly, we expect that the international education sector may see a considerable short-
term impact from these measures, focused on the PTE sector and some ITPs. On past
experience, in line with MBIE's parameters, we expect it will take three to five years,






23.

24,

25.

student visas, and Skilled Migrant Category visa changes. The effects of some of these
changes are still making their way through the system.

Figure 1 shows that key markets can have a considerable impact on the total number of
international students. The decline from 2005 to 2008 is primarily driven by falls in Chinese
students’ enrolments; the sharp rise in enrolments from 2014 to 2016 is primarily driven
by increases in Indian students’ enrolments. All other markets were relatively stable over
this period.

This demonstrates that the overall patterns can be driven by a large single market. The
rapid changes in enrolment numbers in dominating markets shows that the overall pattern
of peaks and troughs depends on when these individual markets change, interacting with
other factors that might impact all markets at once. Taking all this into account, it would
appear that it takes about three to four years for an individual market to either drive down
or build up overall enrolment numbers.

During the previous changes to immigration settings and post-study work and residence
options, the Indian market was the most significantly affected (for both increases and
decreases). As these changes also focus on immigration settings, it is reasonable to
expect that this market will again be the most affected. We also expect that the China
market will be affected by the changes.

Different institution types will be affected differently

26.

27.

28.

Different institution types show different patterns of enrolments, and are therefore likely to
be affected differently, due to their different student profiles (level of study, programme of
study, typical pathway behaviour, and reliance on markets most likely to be affected by
these changes). In the 2017 year, there were 9,900 onshore international students
studying at affected sub-degree levels at government-funded PTEs, 10,800 at ITPs, and
7,120 at universities.

International students enrolling in level 4 certificates seem to use this as a bridging
programme to higher-level study, and this level of study is popular at universities. As these
students are more likely to go on to higher level study (especially Bachelor's programmes
at universities), they are less likely to be impacted by the changes, and may even be
incentivised by the more favourable settings for Bachelors graduates.

International students enrolled in level 5-7 certificates or diplomas are much less likely to
progress to higher-level study, and most of this study occurs at PTEs and ITPs. Similar
low rates of progression to higher-level study are seen for students enrolled in graduate
certificates and diplomas, and again, study in these qualification types occurs primarily at
ITPs. These students are more likely to be impacted by these changes.

Scenarios for the impact on Institutes of Technology and Polytechnics (ITPs)

29.

The ITP sector has been coming under increasing financial pressure over recent years.
Domestic enrolments have generally been declining, mainly due to buoyant economic and
labour market conditions. ITP providers turned to international students to maintain student
numbers, but recent changes in the broader international education sector have resulted
in international numbers also declining. At the affected levels of study, declines have been
seen in 2018 enrolments in certificates and diplomas at levels 4 to 7.

Estimated revenue impacts are significant

30.

ITPs’ submissions to you and the Minister of Immigration have noted that changes to post-
study work rights at sub-degree level are likely to have a significant impact on their

programme level, and acceptable evidence (for example, a particular grade in an internationally standardised
test).



international student numbers. Individual ITPs are forecasting declines in international
EFTS ranging from 4% to 100% at sub-degree level, and 70% to 100% at Graduate
Diploma level®. While the methodology used by each ITP has not been verified, ITPs are
the best equipped to understand their enrolment patterns, international demographics, and
international strategies, and how the proposed changes may influence enrolments.

31. TEC has also modelled scenarios at 30%, 50%, 75% and 125% of the sector’s estimated
impacts, in recognition of the level of uncertainty around predicting these impacts.

s 9(2)(b)(ii)

33. Itis likely that the largest impact will be felt in 2019, as the ability to quickly adjust overhead
expenditure in response to the expected downturn is limited, for a number of reasons:

e A reduction in international students is unlikely to lead to staffing reductions where
students are incorporated into existing classes and programmes;

» |ITP overheads are largely fixed, and not driven by student volumes;

e Where separate Auckland campuses have been established, exiting leases or sub-
leasing arrangements may incur significant costs;

* Where staff numbers are reduced, restructuring costs are likely to occur.

34. In addition to the financial impacts, some ITPs may find that particular courses or
programmes may become less viable if international student numbers drop significantly.
Where international EFTS are concentrated in particular programmes or campuses (for
example, separate campuses in Auckland), ITPs may potentially look to close programmes
or campuses. This will have a flow-on impact on their offering to domestic students.

Some impacts will also be felt in 2018

35. Many ITPs hold large amounts of student fees in advance, as many international students
pay fees in advance for their enrolment in the following year. Some ITPs’ cash balances
may reduce significantly before December 2018 if the upper level impacts eventuate. In
addition, timing differences between revenue receipts and education agent commission

% Forecasts were based on the original proposals to Cabinet. Some {TPs would possibly predict a lower decline
with the modified changes, however many international students in Graduate Diploma programmes at ITPs are
not in fields which would qualify for the additional year of work rights.









e ENZ's marketing approach would position the changes to post study work rights as
enhancements to New Zealand’s global reputation for quality education (where
typically student perceptions are of New Zealand lagging key competitor countries),
in key source markets. ENZ is embarking on a brand refresh to reposition the
ThinkNew brand to better support quality education and student experience
messages

e There is an imperative to accelerate the push into emerging, high value markets such
as the United States — where short term “study abroad” student numbers have been
growing strongly — and to develop innovative market segments and products in areas
such as edu-tourism and specialities aligned to New Zealand's areas of strength
including primary industries, aviation and geothermal.

e The future ENZ approach also includes working with providers and other sectors to
develop educational services and products aligned to the needs and opportunities of
New Zealand's regions

47. ENZ has been progressively shifting people and resources in the directions outlined
above.

Next steps

48. The Minister of Immigration’s Cabinet paper Report back on consultation on proposed
changes to immigration settings for international students and recommended final
proposals will be circulated for Ministerial consultation. Feedback is due on 25 July 2018.

49. You are also meeting the Minister of Immigration on Tuesday 24 July, to discuss both the
changes to post-study work rights for international students, and the International
Education Strategy.

Proactive release recommendation

50. We recommend that this Education Report is proactively released, with appropriate
redactions under the Official Information Act 1982.
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Annex 1: Further detail on the proposed changes to post-study work rights

Proposal One:

1. All agencies agreed with the removal of the employer-assisted post-study work visas, to
reduce the likelihood of international students being exploited by unscrupulous employers,
education providers and agents.

Proposal Two:

2. We agree with a one-year open work visa for non-degree Level 7 qualifications, which has
been modified to provide an additional year of post-study open work rights for students
who complete Graduate Diplomas towards membership or registration with a professional
or trade body (allowing a total of two years instead of one).

3. We were concerned about the impact the original proposal would have had on Graduate
Diploma students, as those students usually already have a Bachelor’s degree and are
studying at advanced degree level, often in areas of importance to the labour market (eg
nursing and teaching). However, we consider that the additional year linked to professional
registration retains genuine students and supports their post-study pathways in areas of
skills and qualifications that New Zealand needs, while still maintaining post-study options
for students in more generic qualifications.

Proposal Three:

4. We support progressing the proposal to provide a three-year post-study open work visa
for degree Level 7 or above qualifications. This change presents an enhanced opportunity
for these students to stay and work in New Zealand. it supports the recruitment of genuine
students, minimises the risk of exploitation as they no longer need to find a sponsoring
employer, and may incentivise higher-level study.

Proposal Four:

5. We support removing the proposal to require students completing non-degree Level 7
qualifications to undertake at least two years of study in order to gain eligibility for post-
study work rights. While this change would have provided work rights in line with both a
student’s level of study and level of investment in, and familiarity with, New Zealand (by
being here for two years), it would also have prevented all Graduate Diploma students,
including in areas such as nursing, engineering and teaching, from accessing any post-
study work rights. We believe the changes under proposal two provide a good balance
between the skills and qualifications that New Zealand needs, and minimising the risk of
migration-motivated students being exploited by unscrupulous employers and education
providers.

Proposal Five:

6.. We support modifying this proposal to require international students studying Level 8
qualifications must be in an area specified on the Long Term Skills Shortage list in order
fortheir partners to be eligible for an open work visa, and in turn the partner's dependent
children to be eligible for fee-free compulsory schooling (instead of Levels 8 and 9, as in
the original proposals). This continues support for genuine students studying at higher
levels, who are often older and more likely to have partners and children.
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Annex 2: Comparison between immigration and enrolment data calculations of
potential student numbers impacted

1.

We have been working with the Ministry of Business, Innovation and Employment (MBIE)
to ensure the data produced by the two systems (immigration and tertiary education) is
reconciled as much as possible.

MBIE have considered recent actual post-study work visa uptake rates, which are a good
indicator of the importance of work rights to the decision making of potential students.
MBIE have based the analysis of the students affected by the changes on the number of
students in the 2016 cohort’” who completed their qualifications and then those who
transition through to work visas. This reflects the pool of students who are eligible to take
up post-study work rights, and the number who actually took them up in 2016. This is a
good indicator of the importance of work rights to the decision making of potential students.

However, when considering the impact on the number of international students in tertiary
education, enrolment data provides a broader perspective. Enrolments are always higher
than completions because, while everyone strives to successfully complete their
qualification, not all students do, for a variety of reasons. In addition, not all students will
be on a student visa®. It is therefore likely that changes to work rights available to
completing students could also affect students who don’t complete their study on a student
visa. The possibility of work rights may have factored into the decision-making of these
students too, regardless of whether they actually take up these options post-study.

To reconcile enrolment numbers, MBIE and MoE compared study visa and enrolments for
government-funded providers, as at 1 May 2017. Overall, the total number of students
differed by one per cent. However, totals by level of study differed, due to different methods
of determining students’ level of study. MoE relies on information from the education
providers enrolling the students. MBIE data, however, is based on the qualification name
on the student visa, and many of these are difficult to clearly allocate to a study level.

For some levels (for example, Graduate Diplomas and Certificates), MBIE’s data shows a
higher number of students than MoE’s enrolment data, while in other areas (for example,
Bachelor's), MoE numbers are higher. This suggests that the numbers studying in levels
affected by the changes may be lower.

We did not reconcile the numbers of students completing qualifications. MBIE count
students moving from study visas to work visas, and who don’t continue with a study visa,
while MOE counts qualifications completed as reported by tertiary providers, some of
which may continue with further study.

When comparing like for like, we have found that the systems produce similar enough
numbers to give us confidence that the overall assessment of the impacts of the proposed
changes are broadly correct. The differences in numbers studying at the affected sub-
degree levels do not change our assessment that the proposed changes should be
supported, or the general magnitude of the impacts.

7 The 2016 cohort was used, as a year's delay is required to track their post-study behaviour.

8 For example, international students may study for up to three months on a visitor visa, a working holiday visa,
or a work visa, or longer with a Variation of Conditions. Students not on a student visa will not be eligible for post-
study work rights.
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