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Foreword

C2NB g 2 NR

The commitment to reduce net inward migration to the tens of thousands is almost
a decade old. Although the inclusion of students within this goal has been opposed
by many policymakers, all universities and a majority of voters, it has had a
dampening effet on the demand for, and supply of, places. The number of higher
education students from other countries arriving in the UK has continued to grow,
but it has done so far more slowly than in the past as well as more slowly than in
other countries. As a re#t, our university campuses are less diverse than they
otherwise would have been, reducing the educational, economic and soft power
benefits of hosting students from other countries.

HEPI and Kaplan International Pathways are jointly committed to impyowia
quality of debate about international students, using evidence. Four years ago, we
jointly published polling by YouthSight showing higher education applicants relish
the opportunity to study alongside people from other countries. Soon after the
Brext referendum, we commissioned London Economics to look at the likely impact
of Brexit on the number of students coming to study in the UK from other EU
countries. This considered changes to tuition fee loan entitlement but also the effect
of the reductionin the value of the pound. In 2018, we followed this with a much
larger piece of work, again produced for us by London Economics, measuring the
huge net economic impact of international students to the UK. This report also broke
the positive headline numbye down for every parliamentary constituency in the UK.

28 gSNF RA&IFILIRAYGSR GKIFIG GKS aA3aINF GA2
international students was so selective in its use of such evidence. But we welcome
0KS /2YYAUGSSQa NBO2 Foycaniinue?and iis kall tor nevS 6 | G S
evidence to be produced. One particular gap in knowledge is over the fiscal
contribution of people who come to the UK to study and then stay here to work
afterwards. In other countries, such a contribution is seen as p&eyof the benefit

of hosting international students. In the UK, in recent times, we have taken the
opposite approach: assuming that international student numbers should be reduced

and that poststudy work should be discouraged through tougher rules.

So the overarching goal of this paper is to fill in the most important gaps in
knowledge by showing the tax and National Insuraca@ributionsof international
students who stay in the UK to work after their studies, broken down by where the
students have arrived from and what type of course they have chosen.

At the outset, we expected the final humbers to be positive, and theycarery
positive. But we had fewer preconceptions on other important questions. Perhaps
the international students who chose to stay in the UK to work were simply taking
jobs from home graduates? We show conclusively there is no evidence for this. We
also consider thempact of the reduction in posstudy work rules, implemented in

London Economic
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2012, which hag sadly¢ meant a loss of £150 million a year to the Treasury, and is
now approaching a billion pounds in total.

The higher education sector and the whole economy faces unpested
uncertainty. Our policies on international students need to change particularly in
relation to poststudy work for the reasons outlined in the pages that follow, to the
benefit of students, taxpayers and educational diversity.

Nick Hillman Linda Cowan
Director Senior Vice President, UK and Middle Ee
Higher Education Policy Institute (HEPI Kaplan International Pathways

London Econmics R
¢tKS 'YQa Gl E NB@GSydzSa 7TNRMatidny i SNy GA2y It &ddzRS ii



Executive Summary
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Background

TKS aAdNFraGA2Y ! ROAA2NE [/ 2YYA(io&taal NS L2 N
students to the UK economy following completion of their stud2&1§* included
the following recommendatiofour emphasis)

dWe do not recommend a separate pestudy work visathough our proposals

on automatic leave to remain at the end of study have some of the same effect
One reason for not recommending a longer pstsidy work period is that
the earnings of some graduates who remain in the UK seem surprisingly
low and it is likely that those who would benefit from a longer period to find
a graduate level job are not the rsbhighly skilledWe accept that the
evidence for this is not as strong as it could lo@e of our recommendations

Is thatthere is a proper evaluationby us or othersof what students are
doing in the poststudy period and when they move onto other work
permits If, after that evaluation, a longer posstudy work period seems
warranted our advice could changé

London Economics Banow producedthree core pieces of evidencéor HEPI and
Kaplanaddressing thecontribution of international students tothe UK higher
educationsectorc and the widertUKeconomy more generally:

» The first analysisl{ondon Economics (20)7ddresses the determinants of
international studentscoming to the United Kingdonto undertake higher
education qualifications

» The second reportl{ondon Economics (20)&ssesses both the costs and
benefits to the public purse associated with hosting international students
during their period of study; and

A This third study addresses thpost-graduation labour market benefitso
HM Treasury associated with international students.

On the basis of the analysis we have presented in this repartfundamentally
disagree with the aA 3ANI GA2Y | ROA & 2chi&lusions2 ¥ndA (G 0 S S
recommendations.

! Migration Advisory Committee (2018
2 This analysis provides evidence that international students make a huge economic contribution to the UK
economyduringtheir studies that exceedsby a factor of 10 the Exchequer costs of hosting them.

London Economic
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Resuls

There aresizeable economic contributioemade by those international graduates
entering and remaining in the UK labour markgtostgraduation. Overal| the
analysis illustrates that:

A

The total postgraduation contribution to the UK Exchequer made by
international students in the 2016/17 cohors estimated to be£3,173
million in present value terms (s€kable landFigure ).

Thisis made up o£1,043 millionin income tax£716 millionin employee
National Insurancecontributions, £822 million in employer National
Insurancecontributionsand £592 millionin VAT contributions.

The largest component was contributed by first degree holdérs1(19
milliond I YR al a (i SANBPA milidy]wRhdalfuitHem@30@million
contributed by PhD graduates afid63 millioncontributed by international
students obtaining other undergraduate qualifications.

By domicile, Eddomiciled graduates in the cohort are expected to generate
£1,181 millionfor the UK Excheque£{08,0000n average per graduate),
with non-EUdomiciled graduates generatingl,992 million(£104,0000n
average per graduate).

Figure 1 Total postgraduation tax revenues associated with international
students in the 2016/17 cohort, in £m

mIncome tax ® NI employee contributions ® NI employer contributions = VAT

£1,043m £592m £3,173m

£0m

£500m £1,000m £1,500m £2,000m £2,500m £3,000m £3,500m
Total tax revenues, £min 2016/17 prices

Note: Total values are rounded to the nearest £1m. All estimates are presented in 2016/17 prices, discounted to net@te=ent \
and totals may not add up due to roundifg2 dzNOSY [ 2y R2Y 902y2YAOaQ |ylftéaaa
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Executive Summary

Table 1 Post-graduation tax revenues associated wi016/17 international
student cohort ¢ by level of study and domicile (per graduate and fAotal)

Average £ per graduate Total

EU Non-EU = Average EU Non-EU Total

Other undergraduate £99,000 £98,000 £98,000 £58m £105m £163m
Firstdegree £97,000 £96,000 £97,000 £554m = £565m £1,119m
Higher degree (taught) £122,000 £105,000 £109,000 £451m £1,140m £1,591m
Higher degree (researct £133,000 £132,000 £132,000 £119m  £181m  £300m

£108,000| £104,000| £106000, |
£1,992m

Note: Average values per graduate are rounded to the nearest £1,000 and are weighted by the respective total numberteSdradua
UK employment over the I@ear period posgraduation. Total values are rounded to the neareltnE All estimates are presented in
2016/17 prices and discounted to net present values. Totals may not add up due to royndinggNDOSY [ 2y R2y 902y 2YA0aqQ |

Level of study

The analysisilso clearlyllustrates that:

» There areacute skills shortages many sectoref the UK economy (in both
the public and private sectorsiRather than displacing domestic graduates
from these opportunities, international graduates play a key role in filling
the vacancies available and reducing these labour market gaps

» Theadversetaxation impact sufferedby HM Treasuryssociated with the
restriction of poststudy work rights for noteEUdomiciled students
announced in 201 is estimated to beE150 million per cohort Given the
policy has been in operation for 5 years, the total negative economic impact
on HM Treasury in terms of foregone taxation receipts is in the regi@&.of
billion.

Conclusion

This report provides the evidence that the Migration Advisory Commitias
requested on posgraduation outcomes achieved by international students.

In light of thehuge taxation contributionmade by international studentghe impact
of international students omitigating skills gapsn the UK labour marketas well
asthe economic damagéhat has occurred as a resultpdst-study visa restrictions
the need foralonger poststudy work periodfor international studentshas been
clearlyevidenced

The advice provided by the Migration Advisory Committee should change
accordingly.

London Economic
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1| Introduction and contex

1

LY G NBRdzOGA2Y FyR O2ydSEQ

The Migration Advisory Committee

The Migration Advisory 2 YYA G GSSQa NBLER2NI 2y GKS
students to the UK economyifgration Advisory Committee (200)8pcluded the
following recommendatiorfemphasis added)

We haveserious concerns about the robustness of the MAC analysis, and as a

OWe do not recommend a separate postudy work visathough our
proposals on automatic leave to remain at the end of study have some of the
same effect One reason for not recomending a longer posstudy work
period is that theearnings of some graduates who remain in the UK seem
surprisingly lowand it is likely that those who would benefit from a longer
period to find a graduate level job are not the most highly skiléelaccept
that the evidence for this is not as strong as it could bane of our
recommendations is thahere is a proper evaluationby us or othersof
what students are doing in the positudy periodand when they move onto
other work permits If, after that evaluation, a longer posstudy work
period seems warranted our advice could change

result, the conclusions and recommendatiopsovided to the Home Office

What otherrecentanalysis has been undertaken?

London Economidsasproduced three core pieces of evidenime HEPI and Kaplan

addressing the contribution of international students to the UK higher education

sectorc and thewider UK economy more generally:

A

A

A

o2y

The first analysis (London Economics (2017)) addresses the determinants of

international studentscoming to the United Kingdonto undertake higher
education qualifications;

The second report (London Economics (2018)) ss=% both the costs and

benefits to the public purse associated with hosting international students

during their period of study; and

This currentstudy addresses thpost-graduation labour market benefit¢o
HM Treasury associated with international séunds.

3 This

analysis provides evidence that internaibstudents make a huge economic contribution to the UK

economyduringtheir studies that exceedsby a factor of 10 the Exchequer costs of hosting them.

London Economics
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1| Introduction and context

What have we done here?

It is clear that a small but significant proportion of international graduates remain i
the United Kingdom posggraduation to gain additional skills and experience, whilst
others return to the United Kingdom after a numbelryefirs elsewhere. This analysis
offers an extension tbondon Economi€®reviousstudies byconsidering (some of)

the benefits to the UK Exchequer associated with international graduates entering
the UK labour market after leaving UK higkeducation*

Toestimate these posgraduation outcomeswe u® the most recent administrative
information from thelLongitudinal Educational Outcome$ EO) dataset to assess
the proportion of Elkbomiciled and nonEUdomiciled graduates that are in
sustanable employmentin the United Kingdom in the first 10 years post
graduation their medianearnings and theadditional taxation receiptsaccruedby
the UK Exchequer as a result of their employment.

What else have we looked at?

In addition to theearnings and tax contributi@of internationalgraduates, we also
present the earnings achieved hjk-domiciledgraduates. Combining this data on
relative earningsbetween the two groupswith information on sectoral skills
shortageslfased orHome OfficeTier 2visa applications), the analysis illustrates the
extent to which international graduates are competing with UK graduates in
industries with skills shortages

We also estimatehe labour market impact associated with the restriction of post
study wak rights for nonREUdomiciled students in April 2012.

4 This assessment of the labour market benefits of international studentsgrasiuation is comarable to a
number of other countries (for instance, Germany) where this information is routinely investigated.

5 The Longitudinal Educational Outcomes data contains information on publicly funded vocational
qualification attainment from thendividualised Learner Recordall school enrolment and achievement in
national tests undertaken as part of compulsory schooling fromNagonal Pupil Databasegata covering

higher education records and including returns from all higher education institutions fribva Higher
Education Statistics Agency; employment spété5( recordspnd annual earningsP( 4 recordsfrom HM
Revenue and Customsand information on benefits spells is provided by tBepartment for Work and
Pensions

6¢ KNR dzZaA K2 dzii (1 KRA2AY AIOA I fSIRIDA ANNS FTBNE (2 GK2aS AYRAGARdzZ f &
European Union Member Stategcludinghe United Kingdom.

7 Although the data set used for the analysis is the same as that which the Migration Advisory Committee used
as part of its2018 Report, the analysis here considers the maduation outcomes 10 years post
qualification (rather than 2 years).

London Economic
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1| Introduction and contex

Same data, better analysis and different conclusion

On the basis of the analysis we have presented in this repartd using the same
data source as the Migration Advisory Commitigeve arrive at fundamentally
different conclusions and recommendations.

1.1 Scope and caveats

1.1.1 Timeframe under consideration

Given the dataavailableon postgraduation labour market outcomes contained in
the Longitudinal Educational Outcomeslata (see footnote 5), the analysis
presented here focuses on the employment and earnings outcoathieved by
international graduates in the UK labour market in tiiet 10 years posiggraduation
only.8 Therefore,the analysisunderestimatesthe total economic contribution of
international students remaining in theUK labour market after graduatinglt is
probable that a substantial proportion of theggaduateswill remain in the United
Kingdom for a significant length of time beyotite 10 years Furthermore the
earnings and associated taxation receipts identified in this analysis are generally
associated with graduates at ttsart of their working lives Given the positive age
earnings relationship identified in the UK labour market (up until the late 40s for men
in particular) for those graduates continuing to be active in the UK labour market,
their individual contributions are likely to increaseer time

In addition, he analyss presented herenly considers the taxation receiptsccrued

by the UK Exchequeafter graduation There isno attempt to estimate the tax
contribution of international students during study This applies to Edomiciled
students(where there are navorking restrictionsluring study, but also tonon-EU
domiciledstudents(where the right to work during both term time and vacations is
permitted, but with some restrictiony

1.1.2  Type of economiémpact considered

Based on theinformation relating to theearningsof international graduates
contained within the LEO database, the analgsttmatesthe income tax employee
and employer National Insurancecontributions, and associatedVAT paid by
international graduates.

However,it is important to note that:

» The analysisdoes not consider the wider economic contribution of
international graduatesc either directly as a resulof their expenditures

8 Compared to just 2 years considered by the Migration Advisory Committee.

London Economics R
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1| Introduction and context

made from their (posttax) disposable income; or indirectly as these
expenditures ripple through the supply chainsof those organisations
providing consumer goods and servit,eand

» The analysis focuses only dhe Exchequebenefitsin terms oftaxation
receipts. Unlike the previous analysis undertakeondon Economics028),
we make no attempt to estimate thecosts incurred by the public purse
associatedvith hostingthese graduates the UK(e.g. in relation td\ational
Health Insurance socialsecurity, policing etg.

1.1.3 Data caveats

There ardour corelimitations associated with the use of the Longitudinal Education
Outcomes data for the analysis.

First, theaggregated_ EQdatafor international graduatess availabldor individuals
who attendedEnglish higher education institutions onhAs suchgiven that there

Is currently no comparable information available for graduates who attended
institutions inScotland, Wales and Northern Irelavde have extrapolated theEO
earnings and employment datto those internationalgraduates who attended
institutions in other home nations In other words, we have assumed the same
labour market outcomes for graduates who studiechagher educatiorninstitutions

in otherhome nations as for those who studied in England.

Secondly, the analysis is based oa mix of historical cohorts of international
graduates from English higher education institutionSor exampleto understand
the earningsand employment outcomeachieved 10 years pogtraduation(in the
2015/16tax yeal, we rely on individualho compétedtheir studies in the 204/05
academic yearSimilarlyfor estimating earnings and employment outcomes 5 years
post-graduation, we rely on the outcomes associated witidividuals who
graduated from English institutions iR009/10. We then apply theseearnings
profiles (i.e. based onhistorical earnings dat& and subsequently adjusted for
inflation and projected earnings growtho the most recent cohort of international
students(i.e.2016/17).1°

9 Thesewider economidmpaciswere not consideregas thefocus of the analysis is on tl&chequer benefits
Faad20AFGSR 6AGK Ay igr8dNgfioniaboRrynarket ciitdodmsSy 14 Q LJ2 a
0Based on the data available from the Higher Education Statistics Agency at the time of writing.

London Economic
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1| Introduction and contex

Third, the LEO data contain earnings and employmentad&r graduatesin
possession ofpostgraduate degreé$ and first degrees'?, but do not provide
information on individualsin possession of¥therQundergraduate qualificationg?
In the absence of any other information, we have assurttet the outcomes
achieved by individuals completingther undergraduate qualificationsare
comparable to thosef individuals completing first degree qualificans.

Finally, br certain componerg of the analysig in particular the analysis of the
relative earnings achieved by Hldmiciled and norEUdomiciled graduates by
subject area; the sample sizes may be relatively smalh those cases where the
sizeof the underlying cohoris less thari 1, the relevant informations not disclosed

in the LEO dat&' However, there may be cases where the estimates are based on
only between1l and 20 individualsand some care should be takarth respect to
these cdls.

1.2 Report structure

The eport is set out as follows. Bection2, we outline the methodological approach

to estimaingthe number of international students entering higher education in the
United Kingdomin 2016/17 the numberof studentsexpected to complete their
gualifications; and subsequently, the number entering sustainable employment in
the UK labour market. We then present the methodology used to assess the earnings
achieved by international graduates in the first 10 years jgwatuation, and the
associated tax receipts generated as a result of this employmer@ettion3, we
present ourmainresults, whileSection4 provides a discussion and conclusion.

UL PISOAFAOLEE @ | O0O2NRAY3 (2 GKS [9h RSFAYyAGAZ2YyAaZ WwWIN
Y2NB O2YY2yte 1y2é6y | a alldégie&Napectivels EMiBnSed undefgfaduste O G 2 NI
O2dzNB Sa wX8 (K -Bweldg&lifidatodzard notlideludéd hNiir Redal TipSpulation. These

degree courses are included in our first degree population as you do not need to have completeel

qualification to apply for these courses. Level 7 data was also broken down into Level 7 (taught) for taught
alaiSNDa RSAINBSE FyR [S@St 1 ONBASEFNOKOL F2N NBaSI NOK
Ay 9 RdzOI G A 2 yBusingd’® Adminiatiat®NaRee aldo gplit from the overall Level 7 (taught) numbers.

C2N) adzo2S0G f S@St oO0ONBIFI1R2syas (GKSasS (g2 O2dz2NESA 6 SNE
Department for Education (2018b) for more information.

Lgpecifica f @2 GKS FANBRG RSINBS ljdzk t AFAOIGAZ2Y OFGS3I2NE AY
Fda oFOKSft2NRa& RSINBSa |yR AyOfdRSa&a LJ2adG3INI Rdzr §S . I (
dzy RSNHENJ Rdzt § Sk LJ2a G 3INI Rdzt 0 S  (dnimicédiexteradéda pafeMD Bot a8 SINB S &
undergraduate courses are included: for example, the Professional Graduate Certificate in Education (PGCE),
F2dzy RFGA2y RSAINBSA IyR I AIKSNI bl GA2ylf S5ALIX2YI&a 61 b5
for more information.

13 Other undergraduate qualifications include those higher education qualifications that do not constitute full

first degrees. These qualifications include, for instance, Higher National Certificates and Diplomas, Foundation
Degrees and ottr nondegree level credit bearing higher education learning.

14 See Department for Education (2018a and 2018b) for more information on disclosure in the LEO data.

London Economics R
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2| Methodology

2 aSiK2R2f 238

The assessment of the tax revenusscrued bythe UK Exchequetesulting from
international graduates slying in theUnited Kingdomand entering the UK labour
market postgraduation involvedhree core steps

1. Based on the 2016/17 cohort of international studemstsrting qualifications
at higher education institutiond A ®S @ ,‘Wssassinhb ribimNEeDlthese
students expected tocomplete § KSANJ ljdzZ- t AFAOF GA2Y & o
graduates) and sibsequently,assessinghe number of these graduates
expected toenter employmentin the Lhited Kingdom(focusing on the first
10 years posgraduation);

2. Assessinghe annual earningsof these international graduates in the UK
labour market; and

3. Estimating he annual UK Exchequer revenuesssociated with these
3 NJ R dizkcam® &QNational Insuranceand VATcontributions, as well as
the National Insurancecontributions of their employers

The following sections outline each of these steps in more detail.

2.1 The 2016/17 cohort of international students

To estimate thenumber of internationalgraduatesfrom the 2016/7 cohort
expected to enter employmernh the UK, weeombired informationon:

» The number of first-year international students commencing higher
education qualifications at UK higher education institutions in the 2016/17
academic year

» Expected corpletion rates and

» Dataon the proportion of international graduatésentering employment in
the UK labour market posgiraduation (for the first 10 years post
graduation).

2.1.1 International students entering UK higher education

The United Kingdom hakng been a attractive destination for international
students Based on data published by the Higher Education Statistics Agency (HESA),
in 2016/17, there were a total ofi42,375EUdomiciled and norEUdomiciled

52 KSNE WAYGSNYIlF GA2y It 3 NI RUKciubtdeQwhdl&metd highetlucationdzR Sy G & 7
qualifications in the UK (i.e. our analysis excludes any graduates who completed their higher education
qualifications outside the UK).

London Economic
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2| Methodology

students enrolled at UK higher educatiostitutions'®, of which235,325were first-
year studentgi.e. the 2016/17 cohorthat forms the basis for our analyki$

Figure 2 Profile of international firstyear students in 2016/17 by domicile
study level study mode and location of study

Domicile Study level

15,115
7% 15,090

6%

m Other undergraduate
W First degree

m Higher degree (taught)

118,200
50%

Higher degree
(research)

172,280
73%

Study location(home nation)

m England
m Wales
H Full-time
H Scotland
H Part-time
Northern
Ireland

217,055
92%

194,260
83%

Note: All student numbers are rounded to the nearess that there might be small differences in the total number of students
between the different figures.

Source: Londo@ 02y 2YA0aQ lylfeara 2F 19{! oéunmyl 0

Figure Zresents a breakdown of these firgear international students bgomicile,
study level mode andlocation of higher educatiorprovider:

» In terms ofdomicile, 73%o0f these students(72,280 were originally from
non-EU countries, while the remainir&y%(63,049 were from the other 27
EU Member States.

» In terms ofstudy mode, the vast majority ostudents 2% 217,055 were
undertaking qualifications on a fiiime basis, with only8% (18,270
undertaking paritime studies.

1 See HESA (2018a).

Yp23S GKIG GKS 19{! WFANRG &SI N YI NioS NRthek RSyearA FASa
FG F LI NOAOdzE F NJ dzy AGSNEAGE YR y20 ySOSaalNAREe TFANRG
EU undergraduates (i.e. according to their fiystar marker) may be entering into their second or third year

of a paticular undergraduate course.

London Economics R
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2| Methodology

» Considering thdevel of study, 50%of students {18,200 in the 2016/17
cohort of international students were enrolled imgher taught degreesi.e.
LINBR2YAYFy(dfe LI2&a3GIANI RdzZl S 7%(1541H5S NN &
undertaking higher degrees by researct87% of students in the cohort
(86,920 were undetaking undergraduatdirst degrees with the remaining
6%(15,090 enrolled inother undergraduate qualifications

In terms of location of study 83% of international students attended higher
education institutions irengland with 5% 11%and 1%attending Welsh, Scottish
andNorthern Irishproviders respectively?

2.1.2 International students completing UK higher education

The next step of the analysis involved assessing the number of students in this cohort
expected tocompletetheir qualification¢ and in what timeframe.

Following the approachin our previous report on the economic impact of
international studentsduring their period of study (see London Economics, 2018),
we useddata on noncontinuationrates for Ukdomiciled fulltime and parttime
first undergraduate student®ne year or two years after entry, respectivelg
aggregateand broken down by young and mature entrarif&® Combining this
information with assumptions on the average duration by qualification lé¢seé
below), we calculatd the proportion of students expected to continue their studies
eachyear (for every qualification levelxandultimately expected to complete their
studies in the final year

In terms ofstudy duration, following our previous approach, for filme students,
we assumed a typicatudy durationof 3 yearsfor full-time first degrees and higher

research degrees, and AyearRdzNJ G A2y F2NJ KAIKSNI G dAK(

undergraduate qualifications. Tochieve comparable durations for paitne
students, we adjusted these fttiilme study durations for the average study intensity
amongst paritime students (estimated a40%)?1. Hence we estimatedan average

18 A more detailed breakdown of the cohort is providediamble 11in AnnexA2.1

19 See HESA (2018b). The smumtinuation rates are based on the proportion of students no longer enrolled

in HE one or two years after study, respectively. Hence, they implicitifta®O 2 dzy & 2 F &a i dzRSy i a
0SG6SSY ljdzk t AFAOIGAZ2YyaY 2N GNIYaFSNI G2 I RAFTFSNBy
20 Note that, as the HESA data provide no comparable information forUteédomiciled students, we have
assumed that their completiorates are identical to those estimated for {didmiciled students. Further note

that the HESA information provides separate rmamtinuation rates for first degree and other undergraduate
students but excludes students at postgraduate level. To achievdtsefun postgraduate students, we

assume that students undertaking higher research or taught degrees post the sarm®ntimuation rates as
maturefirst degree students.

21 Given that HESA does not publish official statistics on-jrag study intensity, we instead use previous
estimates outlined in Higher Education Policy Institute (2013), including information on the number of
undergraduate partime students in Englismstitutions broken down into different study intensity bands.

London Economic
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study duration of8 yearsfor part-time first degees and higher research degrees,
respectively, and &-year duration for parttime higher taught degrees and other
undergraduate qualifications.

Table ZQoresents the resultingtudy durations andssumedontinuation rates at the
end of each year, as well as the fiyalar completion rategshaded in dark blue)
derived fromthe HESA data. To take an exammle,assumd that of those students
starting a fultime first degree at a UK higher education institution in 2016/17,
approximately93%will progress into the second year of study as intended (with the
remaining 7% discontinuing their studies)36% were expected to compte the
second year, an@9%were expected to complete their degree as intended (after 3
years of study).

Table 2 Assumed total study duration and continuation rateby academic
year, level and mode of study

Study level

Study mode and year Other . Higher degree Higher degree

undergraduate First degree ?taught)g (?esearcﬁ)*
Fulktime students
Study duration 1 year 3 years 1 year 3 years
2016/17 (Year 1) 93% 88%
2017/18 86% 78%
2018/19
2019/20
2020/21
2021/22
2022/23

2023/24 (Year 8)

Parttime students

Study duration 3 years 8 years 3 years 8 years
2016/17 (Year 1) 83% 83% 84% 84%
2017/18 69% 69% 70% 70%
2018/19 58% 59%
2019/20 48% 49%
2020/21 40% 41%
2021/22 33% 34%
2022/23 28% 29%
2023/24 (Year 8)

Note: * Based on mature entrants to first degrees.

Shaded areas indicate the proportion of students expected to complete their intended qualification (following the assuraged stusly
duration for each level and mode of study).

{2dz2NDSY [2YyR2Yy 902y2YA04Q lylteara 2F 19{! oO6unmy X 060

Applying the inform&on on completion rates and expected study duration to the
ydzYo SNJ 2F Waidl NI SNAaQle Jprgseniskhe expertmdcnymber O 2 K 2

Based on this information, we estimate that pairhe students study at an intensity equivalent to
approximately40% that of fulltime students (assuming the same study intensity across studentll
domiciles, studying anywhere in the UK, and at either undergraduate or postgraduate level).

London Economics R
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of students in the cohorexpected to complete their studies at the end of their
assumed study duration (shaded in dark blgeg. the number of graduates. Taking
the same example as above, we assume that, of8Be70students commencing
full-time first degrees in 2016/17%8,280 (i.e. 79% as abovewill complete their
gualification (i.e. graduate) as intended (after 3 years of study).

Table 3 Number of international students in the 2016/17 cohort expected to
continue and complete their studieg by academic year, level and mode study

Study level
Other . Higher degree Higher degree
undergraduate First degree (taught) (research)

Study mode and
year

Fulltime students

# of starters* 6,425 86,270 110,270 14,090
2016/17 (Year 1) 79,800 12,455
2017/18 73,815 11,010
2018/19
2019/20

2020/21

2021/22

2022/23

2023/24 (Year 8)

Parttime students

# of starters* 8,665 650 7,930 1,025
2016/17 (Year 1) 7,215 545 6,635 855
2017/18 6,005 450 5,550 720
2018/19 375 600
2019/20 315 500
2020/21 260 420
2021/22 220 355
2022/23 185 295
2023/24 (Year 8) 150 245

Note: All student numbers are rounded to the nearest five

Shaded areas indicate the number of studeexpected to complete their intended qualification (following the assumed average study
duration for each level and mode of studijumber of starters refers to the number of international students who commenced their
studies at UK higher educatiamstitutions in 2016/17.

2.1.3 International gaduates entering the UK labour market

Finally to estimate thenumber of international graduatefsom the 2016/17cohort
expected to enter the UK labour market, we made uselL&Odata on the
employment outcomes gbreviouscohorts ofinternational graduatespublished by
the Department for Educatiaff Specifically, we nde use of information on the
proportion of international graduateswho had studied at English higher education

22 See Department for Education (2018a) and Department for Education (2018b) for information on
undergraduate and postgraduate qualifications, respectively.

London Economic
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institutions and who werén sustaired employment® 24 in the United Kingdonin
the 2015/16 tax yearc separately by domicile (i.e. Eddmiciled or non-EU
domiciled?® and leve. The dataare separated into differenthistorical cohorts,
differentiating between students who graduated froinglishhigher education
institutions in 2004/05, 2009/10, 2011/12 and 2013/1@resenting theirgraduate
employment outcomes at0, 5, 3 and 1 year(s) pegiraduation, respectively

We use theseUK employment outcomesachieved by historical cohorts of
international graduatesrom English higher education institutions representthe
expectedlikelihood ofbeing insustained UK employment for graduates from the
2016/17 cohort of international stlents studying anywhere in the UKherefore,
our analysis implicitly assura¢hat international students in the 2016/17 cohort
have the same personal, educational and labour market characteristiadbeas
historicalcohorts of international students on which thunderpinningLEO data are
based.In addition, since we apply the data students studying anywhere in the UK,
our analysis assumes (given the lack of available data for dtmae nations) that
the employment outcomes of graduates from higher education institutions in other
home nations aresimilar tothoseachieved bygraduates from English institutions.

Figure Jresents the relevant LEO data on the proportion of international graduates
in sustained UK employment kgvel of study®, domicile and year posjraduation
(where we have usedweighted averagéo fill the gaps andarrive at a full seriekor

up to 10 years posgraduatior).

23 Outcomes for graduates are presented for all graduates within the specified academic years (i.e. including
graduates who left the UK after completing their studies and could thus not be matched to the required UK
administrative data on employment, incarand benefits). Here, we focus on the proportion of graduates

who were in sustained UK employmemnly (i.e. excluding any further study), based on the fact that the

required information on median earnings (see Seco?) was only available for individuals in this category

(and not for individuals who were working while in further study).

2 Based on the LEO definitions, graduates are consideted ©S Ay &adzaidl AySR SYLX 2&8YS
recorded as being employed in five out of the six months between October and March in the tax year, for
example, five out of six months between October 2010 and March 2011 for the 2010/11 tax year. Additionally,
graduates are counted in sustained employment if they have returned aASsHssment tax return stating

that they have received income from selfnployment and their earnings from a Partnership or Sieder

enterprise are more than £0 (profitfromsa¥ L 2@ YSYy G o Qd {SS 5SLI NIYSyd F2NJ 9
information.

25j.e. by domicile prior to entrinto UK higher education.

26 Note that while the LEO data cover first degrees only, we apply the same assumptions to graduates who
O2YLX SISKRRYREKBRYZIZI SQ ljdzt t AFAOLIGAZ2Yya 6F2N 101 2F |
outcomes of these types of graduates). In terms of higher degrees, the LEO data provide separate breakdowns

for taught and research qualifications at Level 7 (i.e. M&3@r RSIANBS&a0: FyR | aiAy3atsS Ot
52002N S RSANBSaA0LP ¢KS WKAIKSNI RSAINBS ol dzAKGVLQ OF
[ S@St 1 Gl dAKG ljdzt t AFTAOFGA2yas 6KATS (KEBgeddmsdsKSNI RS 3
Level 7 research qualifications and all Level 8 qualifications (weighted by the number of graduates in the LEO

data).
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¢tKS 'YQa Gl E NB@GSydzSa 7TNRMatidny i SNy GA2y It &ddzRS 11



2| Methodology

Considering the breakdown by domicile, driven by free movement across EU
Member States and relative geographical proximity, graduates fronMEkhber
Statesare more likely to be in sustained UK employmeatnpared tograduates
from nonEU countrieg at all qualification levels. For example, the analysis indicates
that at undergraduate level,8%to 28%o0f EUdomiciledgraduatesare in sustained

UK employment in the firstOyears after completing their studies, comparedt

to 16%for nonEUdomiciledgraduates.

Further note that, while the proportions of EU graduates in sustained UK
employment decreasewith the number of yearselapsed since graduation, the
opposite appearsto be true for nonEU graduates (at undergraduate and higher
degree (taught) level)it is likely that these patterns doot accurately reflect the
migration patterns of noREU graduates, buthat they areinsteaddriven by the
decision(in 2011)to ceasethe automatic ability of norEU students to undertake
two years of poststudy work in the UKrom the Tier 1Post-Sudy Work (PSWYisa
system. Thigestrictionto the visa systendid not affect earlier cohorts (on which
the employment outcomebetween 5 ad 10 years posfiraduation are based), thus
resulting in theobservedupward-sloping curves’

After multiplying the number of students in the cohort expected to complete their
gualifications Table 3 by the respective probabilities of graduatekeing in
sustained UK employment (separately by year, study level, study Fhaohel
domicile),Table 4oresents theexpectedhumber of international graduates from the
2016/17 cohort in sustainedKemployment(bytax year, level and modeFigure 4
presentsthis informationbroken down by student domicile (only).

271n the case of undergraduate qualifications, the analysis suggests that there has Bemmaentage point
increase in tie proportion of nonREUdomiciled graduates achieving sustained employment in the UK labour
market between 5 and 10 years pegtaduation. If this trend persists, then for the more recent cohorts, the
proportion of graduates in sustained UK employmenkislyi to be closer td0-12%(compared to the current
14-16%.

28 Note that the LEO data do not distinguish by mode of study, so we assume the same likelihood of being in
sustained UK employment across graduates who studied on-timfidland parttime basis

London Economic
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Figure 3 Proportion of international graduates in sustained UK employmenby year after graduation, level of study and domicile

Undergraduate Higherdegree (taught) Higher degree (research)
40% 40% 40% 3704
35% 35% 35%
29%
30% 28% 28% 30% 30% ° 28%
25% 26% 26%
25% 25% 25%
0, 0, 0,
20% 18%  20% 20% 22% 1%
19% 19%
0,
15% 16% 15% 15%
14%
10% 10% 10%
10%
0,
9% 9% 505 8% 5%
0% 0% 0%
1 2 3 4 5 6 7 8 9 10 1 2 3 4 5 6 7 8 9 10 1 2 3 4 5 6 7 8 9 10
Years after graduation Years after graduation Years after graduation
—e—FEU -B-Non-EU -s—EU -=-Non-EU —s—-EU -=-Non-EU

Note: The original data were available for 1, 3, 5 and 10 yearsgrastuation(black number labelsjand we used a linear interpolatigweighted averagep fill in the gapggreylabelg and achieve a futime series.
Theundergraduatd ECR I G O2 #SNJ FANBRG RS3INBSa a ¢Sttt a LIRAGINI RdzZ 6S o ©ryhtd NDARRBHENBSahahcéd/exteddeddattein. | & ¢St ¢
In terms of higher degrees, thECR I (I LINE A RS aSLI NI GS oNBF1R2éya FT2N) GFdaAKG FyR NB gdyfoNEvdy |jdx ¢33 AD2 002Nl $§ iRESIMSEa g
category presented here is based i original dataz NJ [ S@St 1 (I dAKG ljdzt t ATAOFiA2yas gKAES (GKS WKA 3IK SN graffidaidsSandall BeveSBiqinbications (vikighie
by the number of graduates in the LEO data).

{ 2dz2NDOSY [ 2y ragalfsisDiDRpAramMErt iOriEqucation (2018a)
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Table 4 Number of international graduates from the 2016/17 cohort in sustained UK employmehy tax year, level and mode of study

Fulttime students Part-time students

Year Other . Higher degree Higher degree Other . Higher degree Higher degree Total

undergraduate First degree g(taught§J (?esearcﬁ)* undergraduate First degree g(taught)g (%esearc%)
fof 5,565 68,280 97,475 9,735 5,000 150 4,640 245 191,090
completers*
2016/17 0
2017/18 680 10,940 11,620
2018/19 720 12,530 13,250
2019/20 755 10,460 14,130 2,610 700 745 29,400
2020/21 830 10,880 14,370 2,380 740 765 29,965
2021/22 895 11,255 14,610 2,165 765 780 30,470
2022/23 900 11,805 14,500 2,220 815 770 31,010
2023/24 895 12,280 14,385 2,260 865 765 31,450
2024/25 905 12,090 14,210 2,210 855 30 745 70 31,115
2025/26 910 11,900 14,100 2,160 845 30 725 65 30,735
2026/27 910 11,765 13,985 2,110 845 30 705 60 30,410
2027/28 - 11,575 - 2,065 835 35 680 60 15,250
2028/29 - 11,385 - 2,015 830 30 665 60 14,985
2029/30 - - - - - 30 - 60 90
2030/31 - - - - - 30 - 60 90
2031/32 - - - - - 30 - 60 90
2032/33 - - - - - 25 - 60 85
2033/34 - - - - - 25 - 50 75
2034/35 - - - - - - - - 0
2035/36 - - - - - - - - 0
I @S NI 3¢ 840 11,535 13,775 2220 810 30 735 60 30,000

Note: All numbers are rounded to the nearest 5.

* Number of completers refers to the number of international students who commenced their studies at UK higher educatigioisstn 2016/17 and who were expected to complete thaialification as intendedafter different
assumed study durations (s&able 2).

W | @ Sped-aghBmeonstitute averages over 10 years pgsaduation.

Source] 2y R2y 902y 2YA0aQ | yI f @& inantfarEdutaiop 201€apbimy I = 60 Fy R 5SLJI NI
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Figure 4 Number of international graduates from the 2016/17 cohort expected to be in sustained UK employmgdayttax year and domicile
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2.2 Estimating the arnings of international graduates in the UK
labour market

To undertake this second step of the analysis, we again made use of the LEO data on
the employment outcomes oprevious cohorts of international graduate®. In
addition to the proportiors of graduates entering sustained UK employmeht

data also contain informatiolg for the same previous cohorts of graduatesn

annual median earning®in the 2015/16 tax yearAgain using this information for
historicalcohorts to estimate th@xpeced futureannual earnings of graduates from

the 2016/17 cohort of international students in the UK, we:

» Usedaweighted averagdo fill the gaps and arrive at a full seriesnoédian
earningsper graduate for up to 10 years pegtaduation(as with theabove
employment outcomes)and

» Adjustedthe resulting posigraduationmedian earnings profile® account
for the fact that earnings would be expected to increase over {ipased on
longterm annual real earnings growthrates and consumer price inflation
indicesestimated by the Office for Budget Responsibitity

As with the employment outcomes, this was undertakeparately by domicile
(prior to entry into higher education), level of stidyand mode of study

2.3 Estimating the &x revenuesassociated withinternational
graduates in the UK labour market

In the final stage based on the abovdescribed median earnings profiles, we
estimated the tax contributions per international graduatethe UK by tax year,
including:

» Incometax, based orthe relevant thresholdsind rates in the 2016/17 tax
year, with theincomethresholdsand allowancesn each subsequent year

29 Again, see Department for Education (2018a) and Department for Education (2018b) for the LEO data on
undergraduate and postgraduate qualifications, respectively.

30 Note that the median earnings information in the LEO data is based on individuastainsd employment

only, as the earnings of those in further study are expected to be more likely to relate ttirparjobs.

31 Specifically, we use the historical real average earnings growth rate for 2016 (based on Office for Budget
Responsibility, 202) and mediumand longterm forecasts of real average earnings growth rates (based on
Office for Budget Responsibility, 2018a and 2018b), all calculated by adjusting the nominal earnings growth
rates for (Consumer Price) inflation in each year.

32 Again, mte that whereas the LEO data cover first degrees only, we apply the same assumptions to graduates
gK2 02YLX SGSR W20KSNJ dzy RSNENY RdzZ 6SQ ljdzt t AFAOIGA2Y A
outcomes of these types of graduates). Our estigsdor higher taught degrees are again based on the original
LEO data for Level 7 taught qualifications, while the estimates for higher research degrees constitute weighted
averages across Level 7 research qualifications and all Level 8 qualificatiagist€d/édy the number of
graduates in the LEO data).

London Economic
16 ¢KS !'YQa (I E NXJS stdeerts pastgiaddatior



2| Methodology

adjusted for average nominal earnings growth (i.e. we assume fiscal
neutrality throughout the analysisassertinghat the incometaxbands grow
at the same rate of annual earnings growth

» Employee National Insurance contributions paid by the graduates
themselves (again based on the relevant 2016/17 income thresholds,
adjusted for average earnings growth in each subsequent tax;year)

» Employer National Insurance contributions paid by the organisations
employingthe graduates \With the same adjstments to the annual income
thresholds as above); and

» Vdue Added Tax charged on the goods and services consumed by the
international graduates. This is calculated by assuming thdividuals
consume94% of their annualafter-tax income®®3* and that50% of their
consumption is subject tthe standardVAT® at a rate 0f20%

We then calculated theliscountedtotal stream of each of these estimated future
tax revenue profile¥ to generate apresent value estimate of UK Exchequer

revenuesacross the firsilOyears postgraduation(all discounted back to 2016/17)

againseparately bydomicile,study mode and study level.

Finally, we combined the resulting estimates per graduate with the alegeribed
number of international students in the 2016/17 cohort expected to graduate and
enter the UK labour market, to arrive at an aggregate estimate of the-post
graduation tax revenues associated with the cohort.

33 This is based on a losigrm savings rate forecast @Popublished by the Office for Budget Responsibility
(2018a).

34].e. after income tax and National Insurance employee contributions have been deducted.

35This is based on standard rate VAT estimates provided by the Office for Budget Responsibility (2018c).

3¢ For the discounting, we used the standard HM Treasury GBeek real discount rate &5%(HM Treasury,

2011), combined with OBR Consumer Price Inflation forecasts to arrive at nominal discount rates per year (see
Office for Budget Responsibility, 2018a and 2018Db).
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Before presenting our findings on the earning@nd associated tax revenues
generated byinternational graduates enteringnd/or remaining in the UK labour
market postgraduation,this section providesan analysis of thextent to which
these graduates fill specific skills shtages within the UK labour market

Although there are official shortage occupation liptevided by theHome Office
under the auspices of the Migration Advisory Committethere is no perfect means

of understanding the exact industries sectorswhere skills shortages occuias
there is no perfect correlation between subject of study at university and subsequent
occupation)

However, b provide an indication or proxy dhe particular UK sectors facing skills
shortageswe considereddata on the numbef applicants to the Tier 2 (general
worker) visa programme by indust(presented inFigure 5.8

In 2017,there were a total of 54,658 Tier 2 applications Considering the top 5
industries in terms of the number of visa applications received, the data suggest
there are core skills shortagestire Information and Communicatiorsector(21,839
applicants equivalent to 40% of total); Profesional, Scientific and Technical
Activities(9,130applicants 1799; Human Health and Social Wo(g,563applicants,
1299; Finance and Insuranc€6,447 applicants 12%); and Education (3,022
applicants 6%.

37 SeeHome Office (2019)
38 Note that the datancludes individuals from outside the EEA and Switzerland only (given the free movement
rights between EEA countries).
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Figure 5 Number of applicants for Tier @general work) visas using sponsorsh
certificates by industry, in 2017

Information and Communication I 21,839
Professional, Scientific and Technical ActivitiSSElE 9,130
Human Health and Social Work Activiticillll 6,563
Financial and Insurance ActiviticEllll 6,447
Education 1l 3,022
Manufacturing Il 2,572
Arts, Entertainment and Recreatioll 1,026
Wholesale and retail trade; repair of motor vehicles and motorcyclke823
Mining and Quarrying I 586
Administrative and support service activitiek 544
Transportation and Storagel 430
Construction | 429
Other Service Activities| 361
Accommodation and Food Service Activiti¢270
Electricity, gas, steam and air conditioning suppl233
Public administration and defence; compulsory social secutity66
Real estate activities| 141
Activities of extraterritorial organisations and bodies37
Agriculture, Forestry and Fishing24
Water Supply; Sewerage, Waste Management etd.1
Activities of households as employers etc4

Total | 54,658

0 10,000 20,000 30,000 40,000 50,000 60,000
Note: Refers to individuals from outside the European Economic Area (EEA) and Switzerland only.
{2dz2NOSY [2yR2y 902y2YA0aQ lyltedaira 2F 12YS h¥FTFAOS ouvnmy.

3.1.1  Number ofinternational graduates in the UK labour market

To provide an understanding of the extent to which international graduates who
remain in the Wited Kingdomfill these vacanciesFigure 6presentsinformation
(again based on LEO data) on the numbent&rnationalgraduates irsustained UK
employment five years posgraduation (in 2015/16, based on individuals who
graduated from Englishinstitutions in 2009/19 by subject studiecf®*® The
information is presented separately loyalification level(including undergraduate
(i.e. first degreeshnd LS @St 1 ljdzl £ A FA Ol (0 A*Y ghddondidiled S ©
(at entry into higher education)

Assuminghat these international graduates are likely to enter employment in fields
or industriesbroadly related to the subject they studied at universifthough in
some cases this will not be the case)the data indicatethat these graduates

3% All numbers were estimated by multiplying the number of graduates included in the LEO data in each
category (i.e. by subject, domicile@ level) by the corresponding proportion of graduates in sustained UK
employment in each category.

40 A full explanation of the subject abbreviations in the LEO data is provided in AQr#x

41 Results for Level 8 (Doctorate) qualifications have not been presented here, as the information by subject
is largely suppressed in the LEO data (due to small sample sizes).
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contribute to the UK economy b¥illing a numberof the key UK sectoral skills
shortages identified abov& For example

» The data indicate that there are relativellarge numbers ofnternational
graduates(approximately2,200 from the 200910 cohort of graduate®)
possessing qualifications ifComputer Science dComE) and Mass
Communications & DocumentationdComng) subjects entering the UK
labour market posggraduation,therebyreducingthe skillsshortages in the
Information and Communication sectar

» Similarly,there are high numbers of international graduatgs excess of
2,100 from the 2009/10 cohort of graduatg¢swith qualifications in
Engineering and TechnologgEngE) whofind sustained employment in the
UK againmitigating the shortage of skilled labour in thErofessional,
Scientific and Technical Activities Sector

» In terms of the shortages irHuman Health and Social Waorkwith
approximately1,500 graduates from the 2009/10 cohort in sustained UK
employment having studiedn { dzo 2S5 0da ! fftASR “,2 aSR)
aSRAOAYS YR 5Syi(AaiNE amthakeysKllsgap Y R b d:
in the National Health Servicis being addresselly international students
remaining in the UK

These observationsra further corroborated by the Migration Advisory Committee
report (2018) on the impact of international students in the UK, which presata

on the number of UK visa holders switchingm Tier 4 (study) visas to Tier 2 visas
by occupatiorf® The report conclude (i K | éarly 85/per centof jobs were in
managerial or professional occupationsith information and communications
techniciansmaking up nearly all the remainder X Sci@nceand Ehgineeringwas the
dominant occupation group, which ties in with the evidence provided by businesses
that retention of skilled and talented international students trained in STEM subjects
Is vital, and can help fill joks

42|t is important to note that international students would not only fill sectoral skills shortapashave
relatively strong labour market prospects more generally. This is becawaedition to having a high level of
English competency, these indivala have already displayed a desire to live and work in the United Kingdom;
have already become acclimatised to the UK environment and culture; and have proved themselves to be
O2YLIX AL yiX a3ISydAaySé addRRSyiaod t 2ibdfil.skiBdhdrtages aidk S | Y Y
may overlook some of the best candidates already in the United Kingdom.

“3Note that this is a lower bound estimate, since there are gaps in the LEO data due to small sample sizes (e.g.
the information for graduates who congted Level 8 qualifications is largely suppressed). See the notes to
Figure &or more information.

44 This category excludes Nursing.

45Based on Hme Office administrative data for 2012 to 2018. See Figure 7.5 in Migration Advisory Committee
(2018).
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3| Result:

Figure 6 Number of graduates in sigined UK employment in the 2015/16 tax
year, five years after graduation, by domicile, level and subject studied
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Note: Gaps may arise where the LEO data have been suppressed due to small sam@Baserksn students who graduated from
English higher education institutions in 2009/10.

The undergraduate LEO data cover first degrees as well as postgraiudik S t 2 éead lev® S AsNell as integrated
undergraduate/postgraduate taughit & 4 SNDRa RSINBSE 2y (KS SyKlFIyOSRkSEGSYRSH
In terms of higher degrees, due to small sample sizes and resulting gaps in the LEO data, it was not possible to tpiittthEglzer
GFdAKGI RSINBSa | yR KAIKSNI NBaSHNOK RSINBSasz a2 ¢S Ayaids!
Results for Level 8 (Doctorate) qualifications have not been presented here, as the information by subject is langsgesuippthe
LEO data (due to small sample sizes).

The PGCE (Postgraduate CertifidgatEducation) subject categoapplies toqualifications at Level@nly.W. ! RYQ ¢ . dzi A"
Administrative Studies) at Level 7 excludes MBAs.

{ 2dzNDSY [ 2y RagalfsisDidDRpArEMEr fOrEQucation (2018a, b)
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3| Results

3.1.2 A comparison of earnings between UK, EU and i graduates
in the UK labour market

Based on the abowveescribed LEO data, tlamalysis presented iRigure 7llustrates
the median earning@chieved by Wdomiciled, EUdomiciled and norEUdomiciled
students 5 years posgiraduation in 2015/16(again based on individuals who
graduated in 2009/10by subject of degree (for different levels of qualification).

At undergraduate level across all subjects,ompared to a median salary of
approximatelyE25,700 achieved by UWdomiciledfirst degreeholders(5 years post
graduatior), the median salary postedy comparableEUdomiciled and nofEU
domicileddegree holderss considerably higheystanding at approximatel§29,000
for both groups(equivalentto a 13%premium) This outcome is not driven by any
particular outlyingsubject area (although there @earlysome variation)as in the
majority of subject areas, either Eddmiciled and/or norEUdomiciled graduates
have higher median earnings compared to their UK counterpa@sly in the cases
of Medicine and Architecture are the median earnings achieved by-tdmiciled
graduates higher than those achieved by internatiodabree holderg(£47,300
compared taE45,500in Medicineand£30,900compared taE28,500in Architecture
(on average across Etibmiciled graduates and nelBUdomiciled graduates.

Consideringhe breakdown by EU and ndaJdomiciled graduates, thearnings
premia achieved byEUdomiciled graduatesare highestompared to UKlomiciled
graduatesin Computer Sciace (36%), and it is notablghat this subject area is
associated with thesectorwhere there arethe most acute skills shortag€Bigure
5). Relatively high preraiare alscachievedm Law(36%premium) andViathematics
(14% premium). The highest earnings premium achieved noy-EUdomiciled
degree holdergompared to Ukdomicileddegree holder®ccursin Subjects Allied
to Medicine (18%premium), again reflectingectors withacute skills shortagebut
alsoMathematics(4 7% premium) andeconomicg21%premium).

Ata I & 0 S NJaad niore €0Saf Doctoratevel), theoutcomes achieved by UK

domiciled graduates are closer to those achieved by international graduafdse

median earnings achieved 5 years pgsiduation stand agpproximately£31,500

compared to median earnings d33,600 posted by Ekflomiciled graduates.

However, the median earnings posted by-RBR YA OAf SR al aiSNQDa 13
higher than the earnings posted by n&tJdomiciled graduates£30,600. In

general, the earnings achieved by the different groups are much less dispersed,
although theuplift achieved by ER2 YA OA f SR 3INI Rdzr 6S&a Ay LI
qualifications in_aw(33%premium) orMathematics(94%premium) persists$®

46 Some care should be taken with this estimate as it is based on a small number of observations.
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3| Result:

Figure 7 Median earnings of graduates in the UK in the 2015/16 tax year, fiv
years after graduation, bylomicile, level and subject studied
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3| Results

Doctorate (Level 8)

Note: Gaps may arise where the LEO data have been suppressed due to small sample sizes. Based on students who gradua
English higher education institutions in 2009/10.

¢KS dzy RSNHNI Rdz- 4SS [ 9h RIGE O2 @SN §debded at RVEIHNDRIEas intsgraieS € |
dzy RSNANI Rdzt 1 Sk LI2&aG3ANI Rdzk GS Gl dAKG al aGSNRa RSINBSa 2y il
sample sizes and resulting gaps in the LEO data, it was not possible to split tealatgher taught degrees and higher research
RSaINBSazr a2 ¢S AyaiSIFIR LINBaSyid GKS 2NAIAYEFEE [9h RFEGE F2I
The PGCE (Postgraduate Certificate in Education) subject category applies to qualifidatiops@St 1 2yt e o W,
Administrative Studies) at Level 7 excludes MBAs.

{2dz2NDSY [2YyR2y 902y2YA04Q lylfteara 2F 5SLINIYSyld F2NJ 9R:

At Doctorate leve| the difference in median earnings for those in possession of
Mathematics degreesstands atapproximately£1,900per annum $% premium),

with few significantearnings gaps between UK and international graduates in other
subject areas 4% overall). UKdomiciled graduates in possession bfedicine
degrees (at Level 8 or PhD equivalent) continue to achieve a sizeable earnings
premium over both Eldomiciled and norEUdomiciled degree holders 5 years
post-graduation (betweer®%and20%dependng on the comparison group).

Overall, he analysisuggestghat many international graduates finding sustained
employment in the United Kingdom are doingiscsectorsthat suffer from acute
skills shortagesAt undergraduatdevel,while the overallmedan earnings achieved
by international graduates exceeds that of -d#&miciled graduates, there are
particularly large premia posted in those sectors where there are more acute
shortagegalthough thesepremia occuronly in those predominantly private secto
industries where there is some degree of wage flexibility

The sectoal employmentand wage data suggestthere islimited displacementof
UK graduates from job®y international graduates, but ratheninternational
graduates are supporting the UK economy by plugging skills shortaged job
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