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Abstract Responding to labour and skills shortages, Australia has developed a
comprehensive immigration framework to attract and retain overseas graduates.
While prior work has explored the post-graduation settlement patterns and work
outcomes of overseas graduates, much less is known about the role of their country
of origin on their labour market performances in the context of socio-economic and
immigration policy changes. Drawing on the Australian Graduate Survey, this
chapter explores the composition and labour market outcomes of overseas graduates
who remained in Australia after graduation with a particular focus on the two largest
source countries: China and India. Findings show that Chinese and Indian graduates
are very highly educated, but they fare poorly in the labour market as compared with
the locals, pointing to skill under-utilisation among overseas graduates. Nonetheless,
their work and salary outcomes have improved over time, which may be attributed to
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the relaxation of post-graduation migration and employment pathways in Australia.
While Chinese graduates struggle more in securing full-time employment, they are
less susceptible to education-job mismatch relative to their Indian counterparts. The
Chinese nationals may be working part-time for relevant work experience that may
help them to enhance their career prospects. These results are of importance to public
policy in their capacity to highlight the issue of skill under-utilisation and the labour
market integration patterns of overseas graduates as the socio-economic and immi-
gration policy conditions shift over time.

Keywords Chinese and Indian graduates - Labour market integration - Australia

9.1 Introduction

With an ageing working population, developed countries are in a race for alternative
sources of labour, skills and knowledge to boost productivity and economic growth.
Of the pool of highly skilled migrants, they regard overseas graduates from local
higher education institutions as a key human capital resource (Simmons 1999; IOM
2008; Hawthorne 2010). This preference is because domestically educated overseas
graduates are more familiar with local language, culture and labour market condi-
tions as compared with skilled migrants recruited offshore (Ziguras and Law 2006;
Hawthorne 2013). Moreover, overseas graduates possess education qualifications
that are perceived to be better geared towards the need of the local labour market
(Ziguras and Law 2006; Hawthorne 2013). Developed countries, e.g. Australia,
Canada, France, Germany and New Zealand, have thus introduced a series of
immigration programmes to attract and retain this group of highly skilled individuals
(Suter and Jandl 2008; OECD 2014a).

These immigration policy efforts have led to an increase in the number of
overseas graduates remaining in host study countries (IOM 2008; OECD 2010).
To harness the full potential of this new source of labour, skills and knowledge, it is
critical to develop an understanding of their settlement and labour market integration
patterns. Studies have explored the transition of overseas graduates into first employ-
ment in the host study country, showing that they experience a more troubled study-
to-work transition than local graduates. Overseas graduates generally take longer to
secure a job and, when they do, it is usually part-time or casual work with a relatively
low salary (Bond et al. 2007; Brekke 2007; Hawthorne 2010; OECD 2014a; Faggian
et al. 2016). They also tend to take up low-skilled jobs that typically misalign with
their education qualifications (Li and Miller 2013; Faggian et al. 2016).

Prior studies have provided valuable insights into the labour market performance
of overseas graduates in their host study country. However, existing knowledge
remains limited in at least two important ways. First, overseas graduates are often
treated as a homogenous group despite the fact that nationality has been shown to
represent a major differentiating factor shaping the labour market integration and
outcomes of migrant labour (Mason 2004; Constant et al. 2006; Zimmermann et al.
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2007). The labour market variations across nationalities have been mainly attributed
to the migrants’ destination language fluency level (Chiswick and Miller 1992, 1995;
Hawthorne 2013), access to social connections in local migrant community (Mac-
Donald and MacDonald 1964; Evans 1986; Clyne 1991; Portes and Sensenbrenner
1993; Ioannides and Loury2004) and racial discrimination in host country
(Oreopoulos 2011; Booth et al. 2010).

Second, previous work has investigated the changes in the composition and
labour market performance of overseas graduates in isolation from the overarching
socio-economic context and immigration policy shifts that shape the spatial land-
scape of labour market opportunities. There have been major shifts in immigration
policies to attract and retain domestically educated overseas graduates, increasing
the supply of locally trained skilled migrants. The 2007-2009 Global Financial
Crisis (GFC) has meanwhile reduced the availability of full-time entry-level jobs
(Beets and Willekens 2009; OECD 2009). These changes are likely to have
transformed the size and composition of overseas graduates staying on and their
outcomes in the local labour market.

To address these limitations, this chapter aims to explore the composition and
labour market outcomes of overseas graduates in Australia in the context of socio-
economic and immigration policy shifts between 1998 and 2012. Drawing on the
Australian Graduate Survey (AGS), we employ a two-step analytic framework to
examine the demographic and skills composition of overseas graduates remaining in
Australia over the 15-year period, followed by an assessment of their work and
salary outcomes. The present study offers better understanding and recognition of
the expertise available and existing labour market conditions that are considered an
important first step to improve the labour market integration and outcomes of
migrant labour at the destination country (OECD 2014b).

A particular emphasis is placed on Chinese and Indian graduates. Globally, China
and India have become the two largest sources of international students to the
member countries of the Organisation for Economic Co-operation and Development
(OECD), accounting for approximately 22 and 6%, respectively, of the international
student population in 2014 (OECD 2014c). China has remained the largest contrib-
utor of international student enrolments in Australia since 2001, with India emerging
as the second-largest contributor from 2004 (DET 2014). In 2012, Chinese students
comprised 29% of international student population, while 11% originated from India
(DET 2014). Examining the labour market dynamics of these two significant groups
is, therefore, important in developing a more comprehensive understanding of the
labour market conditions of overseas graduates remaining in Australia.

This chapter is structured as follows: Section 9.2 presents a brief overview of the
existing literature on the population of overseas graduates in Australia and details the
key socio-economic and immigration policy changes over the period of analysis.
Section 9.3 describes the data employed in this study, followed by a discussion of the
results in Sects. 9.4 and 9.5. This chapter concludes by reiterating the key findings
and their importance for policy development along with possible avenues for future
research.
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9.2 Overseas Graduates in Australia and the Shifting
Socio-Economic and Immigration Policy Contexts

In recent years, there has been a growing body of literature that attempts to
investigate the labour market outcomes of overseas graduates in Australia. It has
been demonstrated that overseas graduates remaining in Australia tend to experience
a more difficult study-to-work transition as compared with local graduates. Evidence
suggests that overseas graduates are more susceptible than their domestic counter-
parts to unemployment in the Australian labour market (Trevelyan and Tilli 2010),
and they are less likely to secure full-time work (Hawthorne and To 2014). The
overseas-born also tend to work in jobs that do not match their education attainment
(Li and Miller 2013; Faggian et al. 2016; Corcoran et al. 2017) and earn substantially
lower salary (Hawthorne and To 2014; Faggian et al. 2016).

The labour market disadvantages among overseas graduates are arguably the
result of a combination of factors. Low English language proficiency (Arkoudis
et al. 2009; Hawthorne and To 2014) and poor communication skills (Birrell and
Healy 2013) have been associated with the inferior labour market performances. The
limited knowledge of local work culture (James and Otsuka 2009; Gribble 2014) and
their residency status as temporary migrant (Li and Miller 2013) also contribute to
the less successful outcomes of overseas graduates in the Australian labour market.
More recently, however, the literature offers contradictory evidence suggesting that
having a non-English speaking background has minimal impact on their education-
job alignment (Tang et al. 2017). Instead, the study suggests that the misalignment
between education qualification and employment may be a result of their predispo-
sition to take up part-time jobs in certain sectors, e.g. the recreation and services
industry (Tang et al. 2017).

While existing scholarship provides valuable insights into their transition into the
local labour market, it has mainly focused on examining aggregate patterns, taking
overseas graduate population as a homogenous group. Less attention has been
devoted to exploring the differences in labour market performances across nation-
alities. Generalisation in understanding the labour market conditions of overseas
graduates is a major limitation as evidence indicates that Indian-born immigrants are
likely to experience better outcomes than their Chinese counterparts in the
Australian labour market. They are more likely than Chinese nationals to secure
professional jobs besides being less likely to be unemployed or experience
education-job mismatch (Arkoudis et al. 2009; Hawthorne 2010, 2013). Hawthorne
(2013) also shows that overseas graduates from North America and Commonwealth
Asian countries—including Singapore, Malaysia and India—fare better in full-time
employment rates as compared with other nationalities, especially the Chinese and
Vietnamese graduates.

Similarly, the labour market disparities across nationalities have been associated
with an array of inter-related factors, including English language fluency (Chiswick
and Miller 1992, 1995; Hawthorne 2013), the availability and extent of social
networks in host country (MacDonald and MacDonald 1964; Evans 1986; Clyne
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1991; Portes and Sensenbrenner 1993; Ioannides and Loury 2004) and racial
discrimination in the local labour market (Oreopoulos 2011; Booth et al. 2010).
Having greater familiarity with English language tends to correlate with better
employment outcomes for immigrants in Australia as they can more easily assimilate
local work codes and practices (Hawthorne 2013). Social connections to local
migrant communities of similar cultural background also play an important role in
facilitating labour market integration through the establishment of job information
networks (MacDonald and MacDonald 1964; Portes and Sensenbrenner 1993;
Ioannides and Loury 2004). Nevertheless, long-standing migrant communities
may have a detrimental impact on migrants’ labour market outcomes by deterring
their learning of local language (Evans 1986; Clyne 1991). Labour market discrim-
ination against immigrants has also been reported by linking their names to labour
market opportunities. Foreign-sounding names are likely to struggle more than those
with Anglo-Saxon names in the Australian and Canadian labour markets, possibly
due to racial discrimination (Oreopoulos 2011; Booth et al. 2010). In Australia, the
bias is, however, less common among the well-established ethnic minority groups,
e.g. Italians, as compared with those who have arrived more recently, e.g. Chinese
and Middle Easterners (Booth et al. 2010).

These factors are further mediated by shifting socio-economic and immigration
policy conditions in Australia which shape the spatial landscape of labour market
opportunities. In the last two decades, the Australian immigration framework
increasingly focused on attracting and retaining domestically educated overseas
graduates. Prior to 1999, overseas graduates were barred from skilled migration
for a maximum period of 3 years following graduation (Arkoudis et al. 2009). The
immigration restriction was lifted in 1999 to allow application for permanent
residency immediately after graduation; the process was, however, restricting as
only offshore submissions were accepted (Arkoudis et al. 2009). As such, overseas
graduates were required to temporarily leave Australia in order to submit a visa
application. In 2002, the immigration framework was further relaxed to permit
onshore submissions from overseas graduates (Peykov 2004; Phillips and Spinks
2012). Following this policy arrangement, overseas graduates could submit the visa
application in Australia immediately after completing their studies, streamlining the
post-graduation migration pathway. Australia then transitioned to put greater empha-
sis on temporary migration as an alternative to attract and retain overseas graduates.
A key recent addition to this policy framework was the 485 graduate visa scheme
introduced in 2007 (Phillips and Spinks 2012). This visa policy permitted overseas
graduates who completed at least 2 years of tertiary study in Australia to remain in
the country with full working rights for a period of 18 months, and imposed no job
offer requirements. In 2011, the period of stay for the graduate visa was extended to a
maximum period of 4 years from the date the visa was granted, depending on the
qualification level of the visa holder (Mares 2013).

The relaxation of immigration policies offers international students multiple,
streamlined options to remain in Australia after the completion of their studies.
Following the introduction of the graduate visa scheme in 2007, the annual inflow
of overseas graduates grew substantially from about 31,000 in 2006-07
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(i.e. pre-visa) to an annual average of 48,000 for the period 2007-10 (i.e. post-visa)
(Birrell et al. 2011). The influx of overseas graduates is argued to have heightened
job competition in the Australian labour market as the average employment condi-
tions of overseas graduates have deteriorated since the policy change, possibly due
to labour surplus in professions that are over-subscribed among the overseas-born
(Faggian et al. 2016).

The poorer employment outcomes of overseas graduates since the visa introduc-
tion may also be related to structural changes in the Australian labour market. There
has been a decline in the availability of full-time entry-level job opportunities over the
last two decades (The Smith Family 2014; ABS 2015). Employment growth has
concentrated on senior positions in knowledge-based industries that require extensive
work experience, and casual low-skilled jobs in service sector that do not require a
university qualification (The Smith Family 2014; ABS 2015). This polarisation in
employment growth has made the transition from university into employment
increasingly difficult (The Smith Family 2014; Rowe et al. 2015, 2017).

The 2007-09 GFC and declining mining activities have also contributed to lower
employment opportunities in the Australian labour market (Borland 2012; ABS
2015). Part-time employment seems to be the main pathway into the labour market
among Australian graduates at the expense of full-time employment (ABS 2010;
Anlezark 2011; Knott 2014; Rowe et al. 2015). This has been accompanied with a
worsening in their starting salaries (Knott 2014). Overseas graduates are arguably
more vulnerable than their domestic counterparts to weakening labour market
conditions due to their relative lack of local contacts and limited English language
fluency (Gribble 2014). Empirical evidence of the labour market outcomes of
overseas graduates since these socio-economic and immigration policy shifts, has,
however, been relatively limited and fragmented. This chapter seeks to fill this gap
by analysing the labour market performances of overseas graduates staying in
Australia between 1998 and 2012.

9.3 Data Sources and Definitions

To study the composition and labour market performances of overseas graduates,
this chapter draws on the AGS data collated by Graduate Careers Australia. In
particular, we employ micro data from the Graduate Destination Survey component.
Focusing on the study-to-work transition of recent university graduates, this annual
survey collects information on their labour market outcomes (e.g. paid work status,
occupation and income level) at approximately 4 months after graduation. It also
captures a range of personal attributes (e.g. age, language background and country of
permanent residence) and course characteristics (e.g. study mode, level of qualifi-
cation and field of study).

For the purpose of this study, we used the survey results from 1998 to 2012 which
captured information of the university students graduating between 1997 and 2011.
Our analysis concentrated on Chinese and Indian graduates staying in Australia after
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Table 9.1 Individual records in the final data set

Domestic Overseas graduates of other Chinese Indian

Year | graduates nationalities graduates graduates
1998 74,404 677 26 29

1999 71,933 1351 59 91

2000 60,966 2788 129 114
2001 57,010 2113 230 209
2002 61,017 1804 211 110
2003 71,439 3846 492 403
2004 80,705 4361 625 415
2005 79,179 4864 932 505
2006 79,760 7703 1840 1092
2007 79,667 9926 2619 1529
2008 82,760 11,655 3622 1639
2009 86,258 14,378 4305 2468
2010 88,023 15,206 4975 2358
2011 94,352 17,703 5954 2718
2012 96,295 18,958 7148 2188

Authors’ elaboration using data from the Australian Graduate Survey, 1998-2012

graduation. Overseas graduates are those who self-identified as international
fee-paying students (Guthrie 2008), and Chinese and Indian graduates are identified
using information on their country of permanent residence. In this analysis, Chinese
graduates are those with a permanent address in the People’s Republic of China,
excluding Hong Kong and Macau Special Administrative Regions. Chinese and
Indian graduates were compared with two graduate benchmark groups: overseas
graduates of other nationalities and domestic graduates. Table 9.1 presents the
number of valid records in the final data set once we restricted to respondents with
valid responses to our variables of interest, which include location and main activity
on reference date, country of permanent residence, highest level of qualification,
field of study, occupation and salary outcome (adjusted to 2012 dollars).

The first step in our analysis was to explore the demographic and skills compo-
sition of overseas graduates who stayed on after completing their studies. In partic-
ular, we looked at the key source countries, highest level of qualification, field of
study and labour market outcomes. We examined three labour market indicators,
i.e. employment rate, alignment between education qualification and employment,
and income level.

To define alignment of job to education qualification, we followed the OECD’s
approach which identified three types of education-job mismatch: qualification,
field-of-study and skills (Quintini and Broecke 2014). Qualification mismatch
occurs when workers hold a higher or lower level of qualification than that required
for their jobs. We compared the attained qualification to the level prescribed in the
Australian and New Zealand Standard Classification of Occupations 2006
(ANZSCO) (ABS 2013). Since most respondents (99.6 to 100.0%) held at least a
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bachelor’s degree, which is commensurate with the highest level of education in the
ANZSCO, this study focuses on over-qualification, i.e. having a higher level of
qualification than the prescribed level. An example of qualification mismatch is a
medical graduate with a bachelor’s degree working as a medical laboratory techni-
cian (that only requires an associate degree, advanced diploma or diploma) or a taxi
driver (that only requires a vocational certificate).

Field-of-study mismatch arises when workers are employed in a field that does
not align with their respective area of expertise. In our analysis, we compared the
reported job to the list of occupations defined by Wolbers (2003) for each field.
Respondents, who worked in a job that is not regarded a good match for their field of
study, are considered mismatched. Using the above example, the taxi driver also
experiences field-of-study mismatch as service industry does not align with medical
field; however, this is not the case for the medical laboratory technician since the
graduate remains in the medical field.

Skills mismatch exists when workers are not using their cognitive skills at work.
Key cognitive skills include literacy, numeracy, problem-solving and communica-
tion skills. We identified skills mismatch based on respondents’ self-assessment on
the alignment between cognitive skills learnt during tertiary education and the
reported occupation, i.e. respondents are regarded as having a skills mismatch if
they self-identified that their cognitive skills were not important to their reported job.
Nevertheless, the information is only available from 2008. As such, the assessment
on education-job alignment is restricted to a shorter timeframe, i.e. a 5-year period
between 2008 and 2012.

9.4 Demographic and Skills Composition of the Population
of Overseas Graduates in Australia

Between 1998 and 2012, Australia experienced a substantial increase in the number
and proportion of overseas graduates remaining in the country after graduation
(Fig. 9.1). In 1998, only one in every five overseas graduates stayed in Australia
after completing their studies. This relatively low retention rate was mainly due to
visa restriction that limited overseas graduates from prolonging their stay in the
country post-graduation. Following the removal of this restriction in 1999, Australia
saw an immediate rise in the retention rate of overseas graduates, to about 45% in
2000. The proportion then fluctuated between 35 and 42% between 2001 and 2004
before growing to 49% in 2005. The year 2006 represents a milestone in the
Australian immigration history as the share of overseas graduates staying in the
country was greater than that of those leaving after the completion of their studies.
The graduate visa scheme introduced in 2007 further raised the retention rate of
overseas graduates. Between 2008 and 2012, approximately 65 to 70% of overseas
graduates remained in Australia following graduation, a rate that was three times
higher than that prior to the relaxation of immigration framework in 1999. Since
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2010, the retention rate appears to have stabilised at around 68 to 69%, suggesting
that a plateau in the retention of locally trained overseas graduates may have been
reached.

Figure 9.1 also demonstrates that the key source countries of overseas graduates
in Australia changed between 1998 and 2012. One of the major shifts is the growing
prominence of Chinese and Indian graduates among those who stayed in the country.
In 1998, Chinese and Indian graduates each accounted for about 4% of overseas
graduates remaining in Australia. In 2012, they constituted almost half of the
population with more than one-third (37%) being Chinese and approximately
one-tenth (12%) being Indian. This shift reflects the fact that China and India have
become the two largest source countries of international student enrolments in
Australia and throughout the world. More important, this finding reinforces the
importance and need to examine the work and salary outcomes of Chinese and
Indian graduates in the Australian labour market.

Our analysis reveals that overseas graduates staying in Australia tend to hold a
higher level of qualification than their domestic counterparts (Fig. 9.2). Among the
pool of overseas graduates, Chinese and Indian graduates are particularly highly
educated. Figure 9.2 shows that the shares of Chinese and Indian graduates with a
postgraduate qualification, i.e. a master’s or a doctoral degree, have been consis-
tently higher than those attained by overseas graduates of other nationalities as well
as local graduates. More than 40% of Chinese graduates remaining in Australia
between 1998 and 2012 completed postgraduate education; however, the proportion
has declined gradually over time. In contrast, the percentage of Indian graduates
holding a postgraduate degree has increased and remained higher than that for their
Chinese counterparts.

Additionally, Chinese and Indian graduates are found to hold skills and knowl-
edge which are in demand in the Australian labour market. Figure 9.3 highlights that
the majority of Chinese graduates remaining in Australia are specialised in Manage-
ment and Commerce, Information Technology or Engineering and Related Tech-
nologies. In particular, they demonstrate a strong and growing preference to
undertake studies in Management and Commerce, especially in accounting. Like
their Chinese counterparts, most Indian graduates are qualified in the same three
areas of expertise. Nonetheless, Fig.9.3 notes that the share of Indian graduates who
were qualified in Management and Commerce has declined over the 15-year period.
On the contrary, they exhibit a greater tendency to study Information Technology or
Engineering and Related Technologies. In view of their much sought-after skills and
knowledge, the next section assesses the utilisation of these skilled individuals in the
Australian labour market.
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9.5 Work and Salary Outcomes of Chinese and Indian
Graduates in Australia

Despite their acquisition of skills and knowledge in demand in the Australian labour
market, Chinese and Indian graduates tended to experience relatively poor work and
salary outcomes between 1998 and 2012. Our analysis reveals a number of interest-
ing patterns. Figure 9.4 shows that a large proportion of Chinese and Indian
graduates were unemployed in Australia at 4 months after graduation over the
15-year period; however, the unemployment rate, in general, has diminished over
time. The percentage of unemployed Indian graduates halved from 57% (among the
1997 graduating cohort) to just about a quarter of the 2011 group, while the share
decreased moderately from 63% (in 1998) to 41% (in 2012) for Chinese graduates.
The decline in unemployment is linked to the relaxation and streamlining of post-
study migration and employment pathways for overseas graduates. Nonetheless, the
improving employment prospect appears to have been offset by the weakening
labour market conditions during the GFC as the unemployment rates for Chinese
and Indian graduates have rebounded slightly since 2007.

Figure 9.4 also demonstrates that Indian graduates are less likely than the Chinese
nationals to experience unemployment after graduation. However, it is important to
note that the level of unemployment among Indian graduates was still three to five
times higher than that experienced by their domestic counterparts. Only 5 to 9% of
local graduates were unemployed between 1998 and 2012. This observation is in line
with both local (Trevelyan and Tilli 2010; Hawthorne and To 2014) and interna-
tional literature (Bond et al. 2007) that overseas graduates tend to be more likely to
be unemployment than the locals.

Although the chance of securing employment after graduation has improved over
time, Chinese and Indian graduates still face great difficulties in obtaining full-time
jobs as compared with their domestic counterparts. Like those of other nationalities,
Chinese and Indian nationals demonstrate a higher tendency to take up part-time
work, rather than full-time employment. Additionally, the proportions of Chinese
and Indian graduates working in part-time jobs rose substantially between 1998 and
2012. This large increase is likely a result of the shrinking pool of full-time entry-
level jobs in the Australian labour market. Despite the lower availability of full-time
work, Indian nationals appear to fare surprisingly well with an increasing full-time
employment rate from 14.3% in 1998 to 29.0% in 2012. In contrast, Chinese
graduates seem to be more affected by the structural change as the percentage in
full-time employment declined from 18.8% in 1998 to 16.7% in 2012. This diver-
gence leads to a greater disparity in the labour market performances between the two
key source countries of overseas graduates.

Taken together, the findings presented thus far indicate that Indian graduates tend
to achieve better employment outcomes than their Chinese counterparts. This pattern
is consistent with Hawthorne (2013) who has also found that Indian graduates
compare favourably to those who originated from China in regard to securing full-
time employment in Australia after graduation.
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Fig. 9.4 Paid work status, 1998-2012
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There are several possible explanations for this pattern. Indian graduates are
likely to have a higher level of English language proficiency than the Chinese
nationals, primarily due to the fact that those coming from a Commonwealth country
tend to have had greater exposure to the language (Hawthorne 2013). Indian
languages are also linguistically closer to English than Chinese languages (Chiswick
and Miller 2004). Indian graduates, therefore, tend to pick up English more easily,
facilitating their integration into the Australian labour market.

An alternative explanation is that Chinese graduates may be more willing to
extend their job search until they find a full-time job that aligns with their education
attainment. Figure 9.5 reveals that Chinese graduates are better off than Indian
nationals in securing the right jobs that match their education qualifications even
though they are less likely to work full-time at 4 months after graduation. In
contrary, Indian graduates are more likely to experience all three forms of
education-job mismatch in spite of their higher full-time employment rates. The
gap between Chinese and Indian graduates is especially significant in the case of
field-of-study mismatch. Between 1998 and 2012, only around one-third of Chinese
graduates were working in jobs that did not align with their area of expertise, while it
affected between 39 and 47% of Indian nationals. More important, Chinese and
Indian graduates became increasingly susceptible to field-of-study mismatch over
the 15-year period, and the rise was particularly evident among Indian graduates,
widening the gap between the two groups. A possible explanation for this observa-
tion is that the decline of mining activities since 2010 has lowered the demand for
skills and knowledge in Engineering and Related Technologies which was over-
represented among the Indian nationals (Borland 2012).

Finally, our analysis further reveals that while they are more likely to work in the
right jobs, Chinese graduates earn substantially less than their Indian counterparts
(Fig. 9.6). More surprising, perhaps, is the fact that Chinese graduates consistently
report the lowest gross median annual income among the four groups. Additionally,
our findings indicate that salary outcomes of Chinese graduates worsened between
2008 and 2012, while the income level for the Indian nationals rebounded in 2011
following a decline. This result may be related to the lower and declining full-time
employment rate among the Chinese graduates.

9.6 Conclusions

In the past two decades, domestically educated overseas graduates have gained
increasing importance in the Australian labour market to fill skills shortages in
response to a shrinking local workforce due to population ageing. Recent immigra-
tion policy shifts enabling migration and employment post-graduation have been
accompanied by a considerable increase in the retention rate of overseas graduates,
tripling the 1998 level of 21% to 68% in 2012. Chinese and Indian nationals have
been the two largest groups comprising this rise, and the large shares call for a better
understanding of their employment outcomes in the Australian labour market.
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Fig. 9.5 Qualification, field-of-study and skills mismatch, 2008-2012
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Fig. 9.6 Gross median annual income, 2008-2012

Our results reveal that Chinese and Indian graduates tend to hold a higher level of
qualification than domestic graduates and overseas graduates of other nationalities.
While they possess skills and knowledge in demand in the Australian labour market,
Chinese and Indian graduates consistently experience poorer employment outcomes
relative to the locals. Indian graduates fare favourably in almost all labour market
outcomes considered in our analysis as compared with their Chinese counterparts.
Nonetheless, a larger percentage of Indian graduates work in jobs that misalign with
their area of expertise, qualification level and cognitive skills. Our findings further
suggest that Chinese graduates may have compromised full-time employment and
higher salaries to take up suitable part-time jobs for relevant work experience which
may enhance their chances of securing the right full-time jobs later in their careers.

Understanding the temporal changes of graduate labour market outcomes in
Australia is challenging as data restrict the time window of our analysis. The analysis
of the patterns of education-job mismatch had to be focused on the 2008—12 period
as data prior to 2008 were unavailable. Examining the changing extent and temporal
patterns of education-job mismatch over a longer window of time can illuminate our
understanding of the impacts of post-1999 changes in Australian immigration
framework on the local labour market and individual employment outcomes. Data
also restricted our analysis to the assessment of labour market performances at an
early stage of graduates’ transition into the labour market at 4 months after gradu-
ation. We know, however, this is a complex transition and securing a full-time
permanent job may take up to 4 years after graduation (Foundation for Young
Australians 2015). Extending the existing analysis to cover a longer window of
time than is permitted by the AGS is crucial to assess if the poorer labour market
outcomes captured by the current data set was a transitory state or a relatively
permanent condition for overseas graduates.

Despite these limitations, the empirical findings from this study add to our
understanding of the labour market integration and outcomes of overseas graduates
in Australia and the differences across nationalities, reflecting the effects of language
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fluency and local migration networks. Moreover, the present study confirms previ-
ous anecdotal evidence on skill under-utilisation, contributing additional empirical
evidence that points to the phenomenon of brain waste among overseas graduates.
The recruitment of highly skilled individuals from developing countries has been a
controversial and disputed subject for undermining the pool of human capital at the
origins, especially when the migrant labour is underutilised at the destinations (Scott
et al. 2004; Kollar and Buyx 2013; Lofters et al. 2014). It is critical for Australia to
develop better immigration and integration policies that aim at resolving the under-
utilisation of this group of highly skilled individuals. Considerably more work is
needed to identify key factors driving this labour market inefficiency and inform
courses of actions to address this ever pressing issue.
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