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Growth in international student population
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Four-fold increase since 2000
and 150% increase over the past
decade.

Where would 2021 number have
been in absence of pandemic?

Growing discrepancy between
the numbers and PSIS
enrolment numbers.
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Policy background

= 2001: Canada’s Innovation Strategy made a commitment to “improve the recruitment of top
foreign students” through a “coordinated international student strategy led by Canadian
universities” and to “implement changes to immigration policies and procedures to facilitate
retention of international students.”

= 2002: The Immigration and Refugee Protection Act (IRPA) prioritized high skill immigration over
current labour market needs, including facilitating the entry and transitions of international
students.

= 2003: Post-Graduate Work Permit Program (PGWP) introduced providing one-year open work
permit (extended to two years in 2005 and three years in 2008).

= 2006: Off-Campus Work Permit Program (OCWP) introduced enabling part-time employment
during studies. Permit not required since 2014. Work hours cap dropped in November 2022.

. 20(()18: Canadian Experience Class Program (CEC) providing simplified PR pathway for foreign
students.

= 2016: Express Entry System revised to give bonus points for Canadian postsecondary credentials.
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Postsecondary institution financial pressures

Population on July 1st born within the previous year
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Mean log wage relative to foreign-born-and-educated
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Mean log wage relative to Canadian-born-and-educated

Conditional on level and field of study,
Canadian-educated immigrants
underperform their Canadian-born
counterparts.

Gap is increasing over time, especially
among women.

Most consistent with a quality trade-
off because the supply of international
students has not kept pace with the
growth in demand.
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Mean grade achievement relative to domestic classmates
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Objective of permanent economic immigration
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Source: Statistics Canada Tables 36-10-0369-01, 17-10-0040-01, 17-10-0050-01, and 17-10-0009-01).

Charted by @mikalskuterud.

New immigrants percentage of population

= Wide consensus that the key
objective of economic
immigration is to raise average
economic living standards in
the population.

= GDP = F(K,L) and constant
returns to scale (CRS)

= Requires that marginal
changes in the immigration
rate increase per capita GDP.
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The economics of two-step immigration

= Permanent residency (PR) status has high economic value. Ethical constraints
keep the government from capturing this value.

= Two-step immigration provides employers and postsecondary institutions with
influence over who gets on the PR pathway.

= The prospect of obtaining PR status influences the labour supply of TFWs
(willingness to accept wages) and foreign students’ demand for Canadian
postsecondary education (willingness to pay tuition).

= Implies that postsecondary institutions are selling more than education (human
capital and signals); they are also selling PR status.

= Easing employer access to work permits (relaxing LMIA constraints) and
postsecondary access to study permits (increasing DLIs) affects equilibrium wage
rates and tuition fees.
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Relative increase in foreign student fees

Average Undergraduate Tuition Fees in Ontario
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Note: Current dollars. Averages are weighted by enrolments from the PSIS, so they may partially reflect differences in fields of study
between domestic and foreign students.
Source: Tables 37-10-0003-01 and 37-10-0005-01. Charted by @mikalskuterud.
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Why are labour shortages viewed as the “problem”?

Canadian Labour Market Tightness
Number of job vacancies per job seeker
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Note: Job seekers include unemployed on temporary layoff who report searching for a new job. April-

September 2020 vacancies are linearly interpolated. All data seasonally unadjusted.

Source: Labour Force Survey(PUMFs) and Job Vacancy and Wage Survey (Table 14-10-0372-01).
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Canada’s investment crisis

Non-residential capital stock per worker
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Concluding thoughts

= Objectives of TFW and foreign student programs blurred.

= We estimate that temporary foreign workers (TFWP and IMP) accounted for 4.0% of national

employment in December 2019, up from 0.8% in 2000 (O’Donnell and Skuterud 2022). Likely
closer to 6.0% if off-campus work of foreign students is included.

= Need better data on labour market activity of temporary residents!
= Objectives of TFW and permanent economic immigration blurred.
= Prioritization of ad-hoc PR pathway programs targeting lower skilled TFWs.

= Category-Based Selection in “Express Entry 2.0” will target candidates’ occupational work
experience bypassing CRS.
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