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Purpose

You are taking the paper, Report back on consultation on proposed changes to immigration
settings for international students and recommended final proposals, to the Cabinet Economic
Development Committee (DEV) meeting of Wednesday, 1 August.

This paper provides you with:
e Talking Points to support your paper at the DEV meeting;
e Additional recommendations for your Cabinet paper, if required; and

e Additional information on the estimated impact of changes to post-study work rights.

Sian Roguski
Manager, Immigration Policy
Labour and Immigration Policy;yMBIE
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Information to support you at DEV

1.

You are taking the Cabinet paper Report back on consultation on proposed changes to
immigration settings for international students and recommended final proposals to DEV on
Wednesday, 1 August.

The following officials from the Ministry of Business, Innovation and Employment (MBIE) will
be present to support you at the DEV meeting:

Paul Stocks, Deputy Chief Executive, Labour, Science and Enterprise;
Ruth Isaac, General Manager, Labour and Immigration Policy; and

Sian Roguski, Manager, Immigration Policy.

Talking points

3.

Talking points to support the discussion on your proposals for making changes to
immigration settings for international education students are attached as\Annex One. This
includes an extensive section on possible impacts.

Additional recommendations

4.

Some additional recommendations for DEV have been provided, should they be required.
They are attached as Annex Two.

The amended recommendations:

¢ add an additional recommendation withcmore detail on the monitoring officials will
undertake;

e provide a recommendation to signal how MBIE will monitor the regionalisation
proposal and report back in twocyears (aligned with the Institutes of Technology and
Polytechnics (iTPs) roadmap),/and

e remove the regionalisation recommendation.

Estimating the impact of the-changes

6.

During the Ministerial'consultation process, some of your colleagues queried what the
expected impact would be, in the form of the number of prospective students that would
choose not to come as a result of the changes. The focus of impacts is particularly on those
resulting fromithe following changes (formerly ‘Proposal two’):

o (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 (which will only apply to those
studying n Auckland if the regionalisation proposal is agreed);

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

There are difficulties associated with estimating this, as the availability of post-study work
rights is just one component of the international education offering and factors for the
decision-making of prospective students to New Zealand. Others include: affordability, quality
of education, safety, and visa/entry requirements.

However, officials have provided two possible scenarios that could result from the changes.
The two scenarios provide figures for the following:
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e significant impact: a drop of 6,000 student visas in the following year and a flow-on
drop of 4,000 ‘finishers’ that would have gone on to post-study work visas if no
changes had been made to settings; and

e minimal impact: a drop of 1,200 student visas in the following year and a flow-on drop
of 840 ‘finishers’ that would have gone on to post-study work visas if no changes had
been made to settings.

9. Detailed information on this, and how it was estimated, is attached as Annex Three. You may
find it useful to provide this information to your Cabinet colleagues.

Next steps

10. MBIE officials are working closely with your office on the development of a comprehensive
communications plan to support the post-study work rights announcement and related
activities.

11.  You are delivering a speech on 9 August, from 9.15 to 9.40am at the New.Zealand
International Education Conference, to discuss the changes to immigration settings for
international students. We will provide you with a briefing and talking\points by 6 August.

Annexes

Annex One: Talking points to support discussion on changes‘to-immigration settings for
international students

Annex Two: Additional Recommendations for Cabinet'Paper
Annex Three: Estimating the impact of changes to Post-study Work Rights

Annex Four: Distribution of affected sub-degree students, using 2016 Finishers Visa Data
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Annex One: 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:

¢ adecline in the skill level of people granted permanent residence; and

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

I 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-purpese’and
contribute the skills and qualifications New Zealand needs;

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

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

1. to remove the employer-assisted post-study workvisas 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 an additional year for Graduate Diplomas towards
registration with a professional or tradé body;

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

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

5. 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 inturn the partners’ dependent children to be eligible for fee-free domestic
schooling.

Why have the-proposals changed?

Consultation 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 @
result of the changes:

hts as a result of the changes
Change in
entitiement

entitlements for post-study work rig
Current post-study
visas
One-year open and
two-year employer- Three years open
assisted

Table Two: Resulting

Type of qualification Final changes

Total 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 year open,
and an additional
One-year open and year forGraduate
two-year employer- | Diplomas towards

Non-degree Auckland

assisted registration with a s
L_e:vel 7 professional or be (.al.lglble for an
qualifications trade body additional year to

work towards full
registration

One-year open and

Outside Visa reduction of one
Auckland two-year _employer- Two years open year
assisted
One-year‘open and \ ]
Level 4-6 Auckland twe-year employer- One year open Visa reduction oliwa
e ; years
qualifications assisted
of a two year .~ One-year open and . .
duration A?chj;l;flgtfd {|™ two-year employer- Two years open ML reduggcrm ofons
e AN/ assisted y
Level 4-6 qualifications of
less than two years None None None

duration

There is likely.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,
the lifestyle 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 entitlements 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:

e 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 would
flow through to around 4,600 fewer post-study workers from this cohort, if around 70% 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 couldysee around
1,200 fewer new international students come for this level of study per year. Fhis 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. Howeéver, 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 bélow are still coming to study in New Zealand even
though the pathways to residence have beefitightened. If these students are migration motivated,
most are likely to consider temporary visas, such 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 who_are-undertaking a qualification that, once completed, will meet the
qualification requirements as set out in current immigrations.

| considered this’was fair to those international students who had come to New Zealand to study
on the basis of cufrent 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
fivewyears, with the number diminishing each year.
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Annex Two: Additional Recommendations for Cabinet Paper

Monitoring
Current recommendation:
27 Direct officials to report back to the Minister of Immigration on the impact of the
changes against the policy objectives in recommendation 2:
Suggested additional recommendation:

28 Note that officials will monitor:

28.1 changes to the number of international students, including theqroportion
studying at degree level or above and whether there has beéh, an
increase in the number of international students in the regdions, by
September 2019; and

28.2 the effect of the removal of the employer-assisted post-study work visa
on the exploitation of students; and

28.3 the impact of international students affected. by the changes on the
labour market, including whether there has'been a change in the skill
level of SMC applicants, following the.2019 report back;

Monitor the regionalisation proposal
Current recommendation:

27 Direct officials to report back to‘the’Minister of Immigration on the impact of the
changes against the policy objéectives in recommendation 2:

Suggested additional recommendation:

27 Note that officials Millkmonitor the impact of the two-year open post-study work
visa for students-that study at Level 4 to 6 and non-degree Level 7 outside of
Auckland and’report back to the Minister of Immigration in November 2020;

Regionalisation proposal

Current recommendation

9 Agree.to/provide:

91 a one-year post-study open work visa for Level 4 to 6 and non-degree Level 7
qualifications, with an additional year of post-study work rights for students that
complete a Graduate Diplomas towards registration with a professional or trade
body; and

9.2  atwo-year open post-study work visa for students that study at Level 4 to 6 and
non-degree Level 7 outside of Auckland;

Remove the regionalisation proposal
Suggested additional recommendation:

Agree to remove recommendation 9.2.
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Annex Three: Estimating the impact of changes to Post-study Work
Rights
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Annex Four: Distribution of affected sub-degree students, using 2016
Finishers Visa Data

Table 1: Polytechnics

Location Level 4-6 Level 7 non- Graduate Total
degree Diploma
Auckland 700 5 1,557 2,262
Outside of Auckland 1,186 2 1,929 3,117
N
Total 1,886 7 3,486 5,379 ,-&

Source: 2016 Finishers Data, MBIE
42% of ITP students in Auckland. 57% study outside of Auckland.

Table 2: PTEs
Location Level 4-6 Level 7 non- Graduate
degree Diploma
Auckland 5,126 2,994 893 9,013
Outside of Auckland 1,275 597 102 1,974
Total 6,401 3,592;‘\&) 995 10,987
> 2
82% of PTE students study in Auckland./17% study outside of Auckland.
Table 3: All providers
Location Level 4-6 Level 7 non- Graduate Total
degree Diploma
Auckland /) | 5934 2,999 3,018 11,951
Outside of Auckland | 3,343 605 2,338 6,286
Note recorded 11 5 6 22
To@i’S’ 9,288 3,609 5,362 18,259
0382 — 1819 In Confidence
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