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Amended Recommendation 9.2 for Cabinet Committee, 6 August
2018

Date: _2 August 2018 Priority: Medium
Security In Confidence Trackihg 0433 18-19
classification: number:

Purpose

This briefing provides you with an amended recommendation to take to Cabinet on Monday,

6 August, that includes a sunset clause for the current regionalisation recommendation
(recommendation 9.2) that provides a two-year open post-study work visa for_students that study at
Level 4 to 6 and non-degree Level 7 outside of Auckland. This briefing includes talking points to
support a discussion at Cabinet as well as additional information previously provided to you
regarding the estimated impacts of the changes, should they be required:

Recommended action

The Ministry of Business, Innovation and Employment recommends that you:

a Agree to introduce a three year sunset clause toxrecommendation 9.2 to enable those parts
of the sector that are most affected by the changes (Institutes of Technology and
Polytechnics (ITPs) and Private Training Establishments (PTEs)) to be able to successfully
transition, over time, to new immigration¢settings;

Agree / Disagree
b Agree to amend the current recammendation 9.2 as follows (amended text in italics):

to provide a two-year open¢post-study work visa for students studying Level 4 to 6
and non-degree Level 7-qualifications outside of Auckland provided study is
completed by December. 2021, at which point the entitlement for post-study work
rights reverts to thosé sét out in recommendation 9.1.

Agree / Disagree

c Note the attached amended additional recommendation to take to Cabinet on Monday,
6 August,alongside supporting talking points;

Noted

d Note that Minister Hipkins will take the Cabinet paper with the amended recommendation to
Cabinet in your absence;

Noted
e Forward a copy of this briefing to Minister Hipkins.
Q_/ '3
Sian Rog:ski Hon lain Lees-Galloway
Manager, Immigration Policy Minister of Immigration
MBIE
02,08, T
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Feedback from Cabinet Economic Development Committee

1.

6.

You discussed your paper, Proposed Changes to Immigration Settings for International
Students: Outcome of Consultation, with your Ministerial colleagues at Cabinet Economic
Development Committee (DEV) on Wednesday, 1 August.

At the discussion at DEV, it was agreed that the paper would be referred to Cabinet on
6 August for further consideration [DEV-18-MIN-0147 refers] and that an additional
recommendation is being considered in relation to the proposal to regionalise the policy
changes for study at non-degree Level 7 and below.

Currently, there are two proposals relating to those studying non-degree Level 7 and below.
These are:

9.1 to provide a one-year post-study open work visa for students studying lievel 4 to 6 and
non-degree Level 7 qualifications with an additional year for Graduate Diplomas
towards registration with a professional or trade body; and

9.2 to provide a two-year open post-study work visa for students/studying Level 4 to 6 and
non-degree Level 7 qualifications outside of Auckland.

The amended recommendation adds a sunset clause to propesal 9.2 above, at which point the
entitlement for post-study work rights for all those studying-L.ével 4 to 6 and non-degree Level
7 qualifications, regardless of location, will revert to proposal 9.1 above.

We are proposing to amend current recommendation 9.2 as follows (amended text in italics):

9.2 to provide a two-year open post-study.work visa for students studying Level 4 to 6 and
non-degree Level 7 qualifications outside of Auckland provided study has been
successfully completed by 31 Decemiber 2021, at which point the entitlement for post-
study work rights reverts to thoSe set out in recommendation 9.1.

The proposed additional recommendation is set out in Annex One.

Officials recommend introducing a three year sunset clause

7.

A three year sunset clause is proposed. The purpose of the sunset clause is to enable those
parts of the sector that)are most affected by the changes (Institutes of Technology and
Polytechnics (ITPs)-and Private Training Establishments (PTEs)) to be able to transition, over
time, to the new.immigration settings. It also supports current work underway by Tertiary
Education Commission (TEC) on the long-term viability of ITPs, and ensures that
Government’s goals for regional growth are not undermined.

The Tertiary Education Commission (TEC) is due to report back to the Minister of Education at
the'end of September 2018, and the Minister of Education to Cabinet by the end of 2018, on
the‘options for moving to a strong and viable ITP sector.

Significant system changes can take a number of years to fully unfold. A three-year period will
allow the sector time to incorporate the transition to a higher value system into its planning.
The three-year period also lines up with Education New Zealand’s view of the required
transition period to a higher value international education system, a goal which is signalled in
the International Education Strategy.

Interaction of sunset clause with existing grandparenting provisions

10.

To operationalise this recommendation, students studying at non-degree Level 7 and below
outside of Auckland will be entitled to two years of post-study work rights if:

0433 18-19 In Confidence 2



e They have studied at a level, and for a length of time, that entitles them to post-study
work rights; and

¢ they have successfully completed their study by 31 December 2021.

11. Figure 1 below sets out how the proposed sunset clause of three years (and associated post-
study work rights) interacts with grandparenting provisions in place for current students.

12. It shows that the regionalisation sunset clause will end in December 2021 (1) with the
associated grandparented work rights (which are for a total of two years in duration) extending
to the end of 2023 (2)', aligning with the grandparenting provisions for existing students, which
also come to an end in 2023 (3).

Figure 1: Interaction of current grandparenting and additional sunset clause

2019 2020 2021 ' 2022 2024
Regionalisation sunset clause 1 _

Regionalisation grandparented work rights {2 years in duration)

Current grandparenting provisions for existing students

13. From 2022, all new international students studying Level 4 toy6-and non-degree Level 7
qualifications, regardless of location of study, will be entitled to one year of post-study work
rights with an additional year for Graduate Diplomas towards registration with a professional or
trade body.

Risks

14. There is a risk that providers, students and\agents will be uncertain as to which students are
entitled to what work rights. Communigations materials are being prepared to ensure that the
changes to immigration settings are/Understood.

Annexes

Annex One: Amended Recommendation 9.2 — Sunset Clause

Annex Two: Talking Points to”support discussion on changes to immigration settings for
international students including the amended recommendation on Proposal Two for Cabinet,
Monday, 6 August

Annex Three: Talking Points to support discussion on updated recommendation on Proposal Two
for Cabinet, Monday, 6 August

Annex Four: Estimating the impact of changes to Post-study Work Rights

' Full year student visas expire as at 31 March, which means there is potential for some two year work visas to
run through to June 2024.
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Annex One: Amended Recommendation 9.2 - Sunset Clause

Proposal Two
Current recommendations:

9.1 to provide a one-year post-study open work visa for students studying Level 4 to 6 and
non-degree Level 7 qualifications with an additional year for Graduate Diplomas
towards registration with a professional or trade body; and

9.2 to provide a two-year open post-study work visa for students studying Level 4 to 6 and
non-degree Level 7 qualifications outside of Auckland.

Proposed additional recommendation:
Amend 9.2 as follows (amended text in italics):

9.2 to provide a two-year open post-study work visa for students studying Level 4 to 6
and non-degree Level 7 qualifications outside of Auckland provided study is
completed by December 2021, at which point the entitlement-for post-study work
rights reverts to those set out in recommendation 9.1

0433 18-19 In Confidence 4



Annex Two: Talking points to support discussion on changes to
immigration settings for international students

Why are these changes being made?

There has been significant growth in New Zealand'’s international education sector over the last
few years, particularly at the sub-degree level. This growth has been associated with some
negative consequences, including:

e a decline in the skill level of people granted permanent residence; and

e fraudulent and unethical behaviour from some education providers, agents and employers
leading to the exploitation of international students.

| am proposing changes to post-study work rights, in line with three main policy objectives:

¢ to ensure that post-study pathways for international students are fit-for-purpose and
contribute the skills and qualifications New Zealand needs;

s to reduce the likelihood of students being exploited by unscrupulous ' employers, education
providers and agents; and

e to minimise losses of genuine students to the export education industry.
What are the changes being made?
| am seeking agreement to the following changes:

1. to remove the employer-assisted post-study work visas at all levels;

2. to provide a one-year post-study open work visa for students studying Level 4 to 6 and non-
degree Level 7 qualifications, with @nyadditional year for Graduate Diplomas towards
registration with a professional or, trade body;

3. to provide a two-year post-stuidy open work visa for students studying Level 4 to 6 and non-
degree Level 7 qualifications outside Auckland;

4. to provide a three-yeaf post-study open work visa for degree Level 7 or above
qualifications; and .

5. to require intemational 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, anddn turn the partners’ dependent children to be eligible for fee-free domestic
schooling.

Why have.the proposals changed?

Cansultation on proposals for changes to the immigration settings for international students was
carried out in June 2018. Over 2,000 submissions were received and officials met with a range of
stakeholders. As a result of the feedback received through this process, | considered changes
were needed.

These changes include an added incentive for international students to study outside Auckland,
which seeks to support the Government’s aims to lift productivity in the regions.

| believe the totality of these changes support the Government’s broader plans for a high quality
international system that will generate educational, economic, social and cultural benefits to New
Zealand.
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| consider we are still achieving the objectives intended, while also retaining New Zealand’s
competitive settings.

How do these changes align with the Government’s priorities for international education?

The changes to post-study work rights are in line with the aims of the New Zealand International
Education Strategy, which seeks to support the sector in striving for a sustainable, quality
education offering that generates increased value to New Zealand.

What are the expected impacts of the proposals regarding post-study work rights?

Table Two in the Cabinet paper outlines the resulting entitlements for post-study work rights as a
result of the changes:

hts as a result of the changes
Change in
entitlement

Table Two: Resulting entitlements for post-study work rig
Current post-study
visas
One-year open and
two-year employer- Three years open

assisted

Type of qualification Final changes

Taotal number of years

Level 7 degree and above
| the same

qualifications

Visa reduction of two
years, except for
Graduate Diplomas
towards registration
with a professional or
trade body which will

One yearopen,
and an additional
One-year open and year for Graduate
two-year employer- | Diplomas towards

Nontdegres Auckland

assisted registration with a .
L_eyel 7 professional or 2 ?l.'g'ble pres
qualifications trade body additional year to

work towards full
registration

One-year openand Visa reduction of one

Outside

two-year‘employer- Two years open
Auckland dssisted year
Oné-year open and ) .
Level 4-6 Auckland two-year employer- One year open Visa,reducion of fao
: : \ years
qualifications assisted
of a two year .. One-year open and . i
duration OUtS’d? : two-year employer- Two years open a5 fEdUCEon ORI
Auckland ) year
L _ %5 el assisted
Level 4-6 qualifications of
less than two vears None None None

duration

There is Jikely to be a reduction of international students studying at lower-levels as a result of
these changes but | believe that the quality of New Zealand’s education system stands on its own
merits/and there will continue to be students who choose New Zealand for the education quality,
thedifestyle and the experience.

New Zealand’s policy settings will continue to be competitive overall in relation to our key
comparator countries and more competitive for students studying at degree level and above.

In the 2017 year, there were around 12,000 first time student visas likely in sub degree levels 4 to
7. This 12,000 represents the upper bound impact, implying that 100% of international students
studying at sub-degree level would have to choose to not come to New Zealand as a result of
these changes. | consider this is extremely unlikely.
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All of these international students will get less work entitiements than they do now. However, under
the revised option in place to support regional growth, some of these people will have two years of
open work rights compared to one year open and two years employer assisted.

Based on what the data shows in terms of demand changes due to previous policy shifts, officials
have estimated:

o the significant scenario is a 50% reduction in demand for this group — that is, we could
see 6,000 fewer new international students come for this level of study per year. This woulid
flow through to around 4,600 fewer post-study workers from this cohort, if around 76% go
on to work. For this demand impact to happen, we would be seeing an impact five times
higher than what has been observed following changes to the Skilled Migrant Category,
settings. These changes have undoubtedly had a much bigger effect on reducing the
chance of getting residence following a student pathway at lower levels of study:

o the minimal impact scenario is a 10% reduction in demand — that is, we could see around
1,200 fewer new international students come for this level of study per year. This would
mean about 900 fewer post-study workers staying on to work from this-Cohort. This equates
more closely to the impact we've observed as a result of the recent Skilled Migrant
Category changes, which largely impacted the same group. Haowever, the full impact of
these changes may not have flowed through as yet.

Under the significant scenario, we would expect that if half of the.reduction of students came from
ITPs and half were from PTEs, then the estimated tuition revenue impact would be $37.5 million for
ITPs and $21 million for PTEs.

Under the minimal impact scenario, we would expect that if half of the reduction of students came
from ITPs and half were from PTEs, then the estimated-tuition revenue impact would be $7.5
million for ITPs and $4.2 million for PTEs.

Students studying at non-degree level 7 and/below are still coming to study in New Zealand even
though the pathways to residence have been tightened. If these students are migration motivated,
most are likely to consider temporary visas;-$uch as Essential Skills, and other pathways are still
viable enough options to be worth pursuing. Officials consider that this makes the minimal impact
scenario more likely.

What will happen to current students?

Current settings will be grandparented, so they will not impact current post-study work visa holders
or current students whe'are undertaking a qualification that, once completed, will meet the
qualification requirements as set out in current immigrations.

| considered thisdwas fair to those international students who had come to New Zealand to study
on the basis.of current settings.

Existing settings will be grandparented from the date of announcement in August 2018. This
mitigates the risk in a spike in applications from international students at lower levels trying to take
advantage of the more generous settings. We expect that the grandparenting provision will last for
five years, with the number diminishing each year.
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Annex Three: Talking Points to support discussion on updated
recommendation on Proposal Two for Cabinet, Monday, 6 August

| am proposing a three year sunset clause, the purpose of which is to enable those parts of the
sector that are most affected by the changes (Institutes of Technology and Polytechnics (ITPs) and
Private Training Establishments (PTEs)) to be able to transition, over time, to the new immigration
settings.

This approach will also support current work underway by Tertiary Education Commission (TEC)
on the long-term viability of ITPs, and ensures that Government’s goals for regional growth are ‘not
undermined.

Significant system changes can take a number of years to fully unfold. A three-year pefiod will
allow the sector time to incorporate the transition to a higher value system into its planning.

This approach also aligns with Education New Zealand’s view of the required trahsition period to a
higher value international education system, a goal which is signalled in the International Education
Strategy.
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Annex Four: Estimating the impact of changes to Post-study Work
Rights

0433 18-19 in Confidence 9
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