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Abstract

More and more European higher education students decide to take part in international
student mobility (ISM). However, not much is known about the actual benefits of study-
ing abroad. This paper assesses UK and Italian students’ returns from ISM. Three research
questions are addressed. First, does international student mobility increase graduates’
employment probability and postgraduate study uptake? Second, do the returns to ISM
differ according to the socio-economic background of graduates? Third, do the returns to
ISM vary between two countries with contrasting labour market and education systems?
Results, based on propensity score matching, indicate that mobility is positively associated
with a higher employment probability. Mobility abroad is likewise linked with a higher
likelihood of enrolling in postgraduate studies in Italy. The benefits of mobility in terms of
employment do not differ significantly across socio-economic groups. However, mobility is
particularly effective in boosting the uptake of postgraduate studies among mobile Italian
graduates with a low socio-economic background. In Italy, ISM returns are substantially
higher than in the UK, which could reflect that the skills accumulated and the signals sent
to potential employers through ISM are greater in Italy.

Keywords International student mobility - Italy - Labour market outcomes - Mobility
abroad - Propensity score matching - UK

Introduction

Policies fostering international student mobility (ISM)," with ISM being defined as a

period of learning abroad during enrolment in a higher education institution in the home
country, aim to boost the interpersonal and cultural adaptation skills necessary to live in

! For the rest of the paper, we will use the terms ‘ISM’, ‘studying abroad’ and ‘student mobility’ inter-
changeably.
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Fig. 1 Number of Erasmus students since 1987 by country
Source: Number of Erasmus students refers to mobilities in all tertiary programmes and derives from Euro-
pean Commission (2009, Annex 1; 2018, Annex 1)

multicultural and changing environments. Furthermore, ISM is often considered as a tool
to enhance labour market prospects in globalised labour markets.

European ISM in the framework of Erasmus+, the main European Union programme for
promoting student mobility, has risen from 3,000 in 1987 to over 300,000 today (European
Commission 2009; European Commission 2018), a trend likely to continue in the future.
Figure 1 shows the increase in Erasmus+ uptake since its creation for those seven EU coun-
tries with more than 10,000 students participating in Erasmus+ in 2014/2015. Italy has the
third and the UK the sixth highest number of students across all European countries.

A recent European Commission report (2019, Fig. 37) suggests that Erasmus+ cov-
ers around 50% of all international student mobility in 28 European countries in 2017. In
Italy, as many as 76% of ISM takes place in the framework of EU programmes, while this
amounts to about 47% for the UK (Schnepf & Colagrossi 2020).

Sociologists often examine student mobility in the context of social stratification in Euro-
pean societies. As students from higher social classes are more likely to participate in ISM
(e.g. Hauschildt et al. 2015), better-off students might benefit more from the potentially pos-
itive outcomes associated with ISM opportunities than their less well-off counterparts.?

Although inequalities in opportunities for ISM uptake are important, inequalities in
ISM-related outcomes are also central to comprehend the persistence of social inequalities

2 In the following, students whose parents have a higher socio-economic background are defined as ‘advan-
taged’ and students whose parents have a lower socio-economic background are defined as ‘disadvantaged’.
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across generations. The benefits of ISM may vary between participating students. If stu-
dents with a higher socio-economic background benefit more from studying abroad, then
student mobility might perpetuate already existing inequalities. The opposite may happen
if the return to ISM is higher among lower social classes. Should the latter be true, this
would be an important signal in favour of increasing the ISM uptake of students with a
lower socio-economic background.

As such, it is surprising that the number of studies estimating the impact and possibly dif-
ferential effects of studying abroad on students’ further career decisions and labour market
outcomes is rather limited (Di Pietro 2019). The reasons for this are twofold. First, measur-
ing the impact of ISM implies being able to account for differences between ISM and non-
ISM students’ intrinsic characteristics such as motivation and ability, which are associated
with both future career progression and ISM participation. The literature taking this so-called
selection bias into account is still circumscribed.® This selection bias is likely to be greater for
students with a lower socio-economic background, rendering the comparison of the returns
across socio-economic groups even more problematic. Furthermore, the university of gradu-
ation matters both in terms of the supply of mobility grants (Schnepf & Colagrossi 2020) and
labour market outcomes (Britton et al. 2016). In very stratified higher education systems, stu-
dent selection into universities can also serve as a proxy for possible unobservable variables
that also guide mobility uptake. Graduate data often do not report the universities attended by
the students. Such an omission can lead to biased estimates, especially when looking at the
returns to ISM by socio-economic background. Second, existing studies tend to focus entirely
on graduates entering the labour market, thereby leaving out mobile graduates who decide to
take up postgraduate studies. As completion of the latter is associated with higher incomes
in the long term, it is important to consider not only labour market outcomes but also career
decisions after graduation when estimating the returns to ISM.

In this study, several of the challenges associated with the estimation of the effect of ISM on
career decisions and progression are addressed. We focus on overall international student mobil-
ity (comprising Erasmus+ and other mobility programmes) and approximate (i) career decisions
with graduates’ decision to enrol in postgraduate studies and (ii) career progression with the
employment probability at two points in time, so as to address the following research questions:

Research question 1 Does ISM impact career decisions and progression?

Research question 2 Does ISM have a different impact according to socio-economic
class?

Most of the existing research is based on single-country data analysis. Therefore, it is dif-
ficult to say whether country contexts matter for graduates’ returns to mobility. It is, however,
very likely that ISM provides different signals in different labour market institution settings.
To the knowledge of the authors, this has not been examined before. To reduce complexity, we
have chosen two countries, the UK and Italy, that differ greatly in their higher education and
labour market systems. This allows us to make assumptions regarding the signalling power of
ISM according to the institutional setting, examining the following third research question:

Research question 3 Do the returns to mobility differ between Italy and the UK?

3 Important exceptions include, among others, Parey and Waldinger (2011), Rodrigues (2013), Di Pietro
(2015), and Kratz and Netz (2018).
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The empirical analysis is based on propensity score matching and relies on two lar-
gescale graduate data sources.

Theoretical considerations and literature review

Student mobility is often perceived as a ‘real world’ learning environment encouraging
students’ personal exploration of different cultural and country settings (Amit 2010). Stu-
dents participating in ISM generally report a high level of satisfaction with their experience
abroad (Waibel et al. 2017). More importantly, studying abroad during tertiary education
is expected to have an impact on a number of different graduate outcomes (Teichler 2017)
ranging from study success, enhancement of competences (i.e. global mindedness; Roy
et al. 2019), changes in values and attitudes (i.e. flexibility and cultural adaptation skills;
Luo & Jamieson-Drake 2015), and improved labour market prospects.

The present study focuses on two outcome variables that can be directly linked to future
labour market incomes. First, we examine one element of career planning: graduates’ deci-
sion to take up postgraduate studies. Students who enrol in postgraduate studies are often
not included in any analyses that link social inequalities with ISM labour market returns
since they are not in the labour force and, as such, are neither available for employment nor
in receipt of income. The focus on uptake of postgraduate studies as an outcome variable
is of importance since completion of further studies potentially increases students’ human
capital and thereby augments their earning potential in the long term (Roy et al. 2019).
Second, we examine the returns to ISM in terms of employment, both shortly after gradua-
tion and in the medium term.

Returns to ISM regarding both of these outcomes may differ by graduates’ socio-eco-
nomic background, thereby increasing or decreasing societal inequalities.

Studying abroad and employment status

In the framework of human capital theory (Becker 1976), ISM can be regarded as
an investment into human capital associated with costs and benefits. Student mobil-
ity takes place if individuals value the benefits higher than the costs. While stu-
dents’ key motivation for studying abroad is often to improve their language skills
(Teichler 2017), ISM can also augment interpersonal skills (Roy et al. 2019) as well
as enhance flexibility to work in different cultural environments and cross-cultural
communication skills (Salisbury et al. 2013), all desirable competencies for working
in globalised labour markets. The accumulation of these skills is likely to increase
mobile students’ chances of a successful entry into the labour market after graduation
(Di Pietro 2015). ISM is also associated with investment into network development
abroad and widening graduates’ job search radius. This, however, might be at the cost
of network loss in the home country (Wiers-Jenssen 2007). In addition, mobile stu-
dents’ improved skills could also raise their job expectations, which could result in
higher reservation wages and longer time intervals for accepting job offers compared
to non-mobile students. This could explain why ISM is associated with a longer time
to find a first job in some European countries (Rodrigues 2013).
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The signalling theory (Spence 1973) suggests that educational choices, such as studying
abroad, can serve as a signal that employers use to estimate individuals’ productivity. ISM
might reveal interpersonal skills, cross-cultural aptness, as well as other skills (discussed
above) that are valuable in the labour market (Petzold 2017).

Both human capital and signalling theories suggest that ISM should positively affect
labour market outcomes and hence the employment status of mobile students. Rational
choice theory (see Breen & Goldthorpe 1997) would predict that, in general, for stu-
dents from a high socio-economic background, the benefits of studying abroad out-
weigh the relative cost of doing so (since they have funds, experiences and networks
available), while this might be less often the case for their counterparts from a lower
socio-economic background. This explains the difference in mobility uptake decisions
between students with different socio-economic statuses (see, for instance, Netz & Fin-
ger 2016). However, if ISM enhances the quality of the educational experience and,
hence, compensates for limited school opportunities faced earlier in life, ISM schemes
should especially benefit socio-economically disadvantaged graduates. This suggests
that the returns to ISM should be higher for graduates with a lower socio-economic
background.

Furthermore, well-off students are more likely to consider ISM as a means of ‘self-real-
isation’, i.e. a consumption good associated predominately with enjoyment, while for less-
privileged students, ISM should essentially be a human capital investment. In other words,
the latter group of students is likely to opt for destination countries that will increase their
labour market productivity (Waibel et al. 2017). Finally, returns to ISM could be higher for
disadvantaged graduates given the higher relative costs of the signal provided by such an
experience abroad compared to those for advantaged students (Netz & Finger 2016; Spence
1973).

Evidence on this topic is rather limited (Bilecen & Van Mol 2017), and the results of
studies testing whether the effect of mobility varies across socio-economic groups are
mixed. Di Pietro (2015) and Sorrenti (2017), using Italian data, conclude that mobility is
more beneficial for disadvantaged students in terms of employment probability, whereas
Netz and Griittner (2020) find that German graduates with highly educated parents experi-
ence higher income returns than peers whose parents have a lower educational level.

Studying abroad and career planning: uptake of postgraduate studies

ISM can be interpreted as having an ‘intrinsic formative value’ (Amit 2010). The expo-
sure of students to new cultural and social environments is expected to provide insight
into different career opportunities, as well as to shape educational and professional aspira-
tions (Roy et al. 2019). Studying abroad should raise awareness of educational options,
help young students reflect and develop interests in specific future career directions, and
hence contribute to making short- and long-term career plans that fit personal interests
(Savickas et al. 2009; Kratz & Netz 2018). Networking with students from different
countries and university environments should also enhance the exchange on—and under-
standing of—future study opportunities after completion of one’s first degree (Messer &
Wolter 2007). On top of this, the skills acquired during ISM as well as the signal sent
by the decision to study abroad may well increase the probability of being selected into
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postgraduate programmes.* This should further increase mobile graduates’ uptake of post-
graduate studies.

The increase in reflection and understanding of future career options and further study
opportunities should be greater for students from a lower socio-economic background.
According to Bourdieu and Passeron (1990),” social capital is transmitted across genera-
tions and this partly explains why social classes are perpetuated over time. Therefore, indi-
viduals from the upper class are likely to have already benefited from international net-
works as well as career guidance and advice before taking part in ISM. While studying
abroad can build up these networks further, the relative advantage that can be gained is
likely to be larger for students endowed with lower social capital.

The discussion above leads to the formulation of the following two hypotheses:

Hypothesis 1 ISM increases the probability of being employed and of taking up postgradu-
ate studies.

Hypothesis 2 The returns to ISM are expected to be larger among low socio-economic sta-
tus students compared to their better-off counterparts, especially in terms of the uptake of
postgraduate studies.

How do Italy and the UK compare?

Returns to study-related stays abroad are likely to be heterogeneous in the European Union
since education supply and labour market demand for ISM students vary across countries
(Jacob et al. 2019). With the exception of two cross-country studies (Jacob et al. 2019;
Rodrigues 2013), existing research generally focuses only on one single country, so that
it is difficult to say whether country-specific findings have relevance beyond the country
examined. For this study, the choice of the UK and Italy derives from the stark contrast in
their education systems and labour markets. The higher education sector in the UK is much
more stratified than in Italy, with students from higher socio-economic backgrounds being
overrepresented in prestigious universities. This can be explained by the English market-
oriented higher education model where access to more prestigious university is often con-
ditional on outstanding achievement results in upper secondary school exams, successfully
passed entry tests and willingness to pay higher student fees (Dobbins and Knill 2014).
While students can cover these fees with student loans, Mouline et al. (2016) show that
poorer students generally hesitate more to indebt themselves and hence are more likely to
opt for less prestigious and more affordable programmes and universities. Not surprisingly,
the UK displays the greatest association between parental education and the probability
of graduating from a top institution among eleven European countries, while Italy ranks
eighth (Triventi 2013).

4 The composition of students holding a master’s degree with respect to those continuing on to pursue doc-
toral studies might differ, as well as the effect of ISM on these two categories of students.

5> We acknowledge that Coleman (1988) is generally more closely associated with the notion of ‘social cap-
ital’ than Bourdieu. However, our present argument emphasises the unequal positions of different individu-
als in the social structure, which is a perspective generally closely linked to Bourdieu.
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Traditionally in Italy, universities did not select students by requesting good results in
upper-secondary leaving exams (maturitd), numeri clausi or university entry tests.® Pro-
gressively, with the increased autonomy of universities, admission to first-cycle degrees
has become more university-specific, with each university defining the access conditions
and possibly enforcing some restrictions such as numerus clausi, assessment tests or admis-
sion requirements. Yet, Italian universities have not yet taken on the market model. They
are less hierarchically classified according to their prestige and quality than UK universi-
ties. In addition, Italian university fees are moderate compared to those in England.

Graduates’ access to jobs is a function of both the demand and supply of the labour mar-
ket. Although the supply of graduates is lower in Italy than in the UK, the Italian labour
market is relatively rigid. According to the OECD indicator on the ‘Protection of perma-
nent workers against individual and collective dismissals’, Italy scores highest together
with Belgium and the Netherlands among 21 European countries covered in the dataset,
while protection is the lowest in the UK (OECD 2017). At the same time, unemployment,
especially among young people aged below 25, was (and still is) higher in Italy (around
29%) than in the UK (around 21%) for 2011, the year of graduation covered with our data
(Eurostat 2018). The lower flexibility of labour markets makes the transition from tertiary
education to work more difficult for Italian than for UK students.

In this context, the signal of studying abroad might be more relevant in Italy. The verti-
cal and horizontal stratification of the UK university system ensures that the university
diploma provides a clear signal to employers about graduates’ skills. This might be less
the case in Italy, where ISM could serve as a means to differentiate students and signal rel-
evant skills for the labour market. As discussed earlier, this includes, among other things,
language skills and the flexibility to work in multicultural and changing environments.
According to Sorrenti (2017), in Italy, where language proficiency is rather low, ISM often
constitutes a unique opportunity to acquire such skills. In addition, UK students already
speak the lingua franca. Therefore, the labour market returns associated with ISM are
likely to be greater for Italian than UK students. Along this line, Van Mol (2017) reports
that Italian employers value experience abroad more than those from the UK, with about
one third of employers in Italy agreeing that studying abroad is important compared to just
10% in the UK.

Similar hypotheses apply for the uptake of postgraduate studies. In the UK, a graduate’s
signalling power as well as any decision related to pursuing additional studies after gradu-
ation are, to a large extent, predetermined by the prestige associated with the university
attended. The ISM experience is hence unlikely to centre on reflection and the understand-
ing of future career options or to substantially facilitate the access to postgraduate pro-
grams. In contrast, in Italy, graduates need to develop strategies to differentiate themselves
from other graduates. ISM could help do so with the mechanisms described earlier.

Hypothesis 3 Mobility has greater returns in Italy than in the UK both in terms of employ-
ment probability and the uptake of postgraduate studies.

® Exceptions include studies of medicine, veterinary, dentistry, architecture and degrees in health and edu-
cation sciences, as well as private tertiary education institutions where access is restricted.

" Higher education enrolment covers one fifth of young people in Italy compared to almost half in the UK
(Eurostat 2017).
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Data and methodology
Data

UK data derive from the merged graduate population and survey data of the UK Higher
Education Statistics Agency (HESA). The Italian data stem from graduate surveys of
graduates and postgraduates conducted by the Italian National Institute of Statistics
(ISTAT). For the UK and Italy, only students graduating with their first higher education
degree in 2011 are considered for the analysis.

UK dataset

HESA (HESA Student Record 2010/11) covers information on the entire population of
students registered in UK higher education institutes each year (‘HESA Student Record
Data’). For the purpose of this paper, HESA extracted the population of all UK-dom-
iciled, full-time, first-degree graduates studying a degree with an expected length of
study of at least 3 years, excluding graduates who were not in the same course at the
same higher education provider in the 2 years prior to their graduation year. This extrac-
tion covers around 70% of the entire population of all graduates.

From the population of graduates, data were drawn with a response rate of around
80% 6 months after graduation, comprising around 118,000 graduates from 136 univer-
sities (after exclusions; see below). Respondents to the survey entitled ‘HESA Destina-
tions of Leavers from Higher Education Record’ were then again contacted 3 years after
graduation, resulting in around 25,000 responding graduates from 135 universities. For
the latter survey, called ‘HESA Destinations of Leavers from Higher Education Longi-
tudinal Record’, the response rate was low at 20%. This low response is similar to other
graduate surveys like those conducted in Germany and Hungary. However, given this
low unit-response to the UK survey conducted 3 years after graduation, weighting is
applied, which can to some extent but unlikely fully solve the problem of non-response
bias normally associated with low response.

Italian dataset

ISTAT data stem from the population of students who graduated from Italian universi-
ties in 2011, i.e. 299,499 individuals having studied in 90 universities. Around 57% of
the student population comprised first-degree graduates, 29% were postgraduates, whilst
the remaining 14% were graduates from a ‘unique cycle’. In 2015, 4 years after gradu-
ation, around 20% of the 2011 cohort of students was interviewed. The sample design
is stratified along universities, gender, and type of subject studied. The overall student
response rate for this survey is high compared to other existing graduate surveys, at
around 70%. The empirical analysis below focuses on the roughly 20,000 first-degree
graduates only, i.e. students who completed a first degree officially lasting 3 years (so-
called Laurea triennale). As for the UK, students who changed university during the
course of their studies are excluded from the sample.
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Item non-response

In the UK, the item non-response rate for parental education, the socio-economic back-
ground proxy measured in the same way for both countries, amounts to 30%. These stu-
dents are not taken into account for the main analyses. However, we show that UK results
are robust to item non-response, since results using another socio-economic background
measure, parental occupation,® are very similar. Upper secondary school degree informa-
tion is also not available for 17% of students. For these students, the average is imputed and
an additional dummy created that is set to 1 for imputation and 0 otherwise. Robustness
checks show, however, that if the individuals with this missing information are excluded
from the sample, results remain similar (Table A6 in the Appendix). Other items have a
non-response of less than 1%.
For the Italian data, item non-response is low for all variables used in the analyses.

Causality and empirical approach

Measuring the impact of studying abroad implies taking into account the fact that students
who opt for an exchange semester generally differ from non-mobile students in terms of
intrinsic characteristics such as motivation, ability, and socio-economic background. If this
so-called ‘selection bias’ is ignored, the association between mobility uptake and any ISM
outcome could simply be due to the different characteristics of mobile and non-mobile stu-
dents and not to the consequence of ISM per se.

Differences in these unobservable characteristics might not exist only between but also
within socio-economic groups. In line with Bourdieu’s notion of social capital theory
(Bourdieu & Passeron 1990), underprivileged students might evaluate studying abroad as
less beneficial (Loerz et al. 2016; Salisbury et al. 2008), perceive finances and separation
from family as much more pressing (Orr et al. 2011), and have lower language skills (Loerz
et al. 2016) than privileged students. Therefore, disadvantaged students who still decide to
participate in ISM might need to overcome very high obstacles. Only disadvantaged stu-
dents with very specific characteristics might be able to do so. As a consequence, disadvan-
taged ISM students might differ substantially from other disadvantaged non-ISM students.
It might well be that their differences cannot be captured well with observable variables.
In addition, advantaged ISM and non-ISM students are less likely to differ, given that their
obstacles for taking part in mobility is lower. As a consequence, we expect any possible
bias in our measurement to be higher for the group of disadvantaged students than for the
group of advantaged students.

The richness of both the UK and Italian datasets allows us to account for selection bias
conditioning on differences between mobile and non-mobile students in terms of socio-
demographic characteristics, upper secondary school performance, university attended,
and the selected field of study. All of these variables are likely to be associated with a
mobility decision and the outcome variables under scrutiny.

This study employs propensity score matching (PSM) to estimate the causal effect of
ISM. Matching procedures assume that the selection bias is based on observable charac-
teristics and consists in comparing the outcome variables Yi between graduates with and

8 This variable displays a slightly lower non-response rate (20%), while both parental education and occu-
pation data are missing for only 8% of the entire sample.
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without study abroad experience who are as similar as possible along the n-dimensional
vector of the pre-treatment characteristics Xi. Directly matching the vector of covari-
ates Xi would be computationally demanding, especially when the number of covariates
is large. PSM consists of summarising Xi with a single variable, the propensity score
P(Xi) = P(PSM = 1/Xi), i.e. the probability of studying abroad given the set of covariates
Xi.

The advantages of PSM as compared to regression analysis are that it is non-parametric,
relaxes any linearity assumption, and restricts the analysis to samples of ISM and non-ISM
students with similar propensity scores (common support condition). Similar to regression
analysis, the validity of the PSM identification strategy rests on the assumption that, condi-
tional on Xi, the exposure to ISM is random. This is the so-called conditional independence
assumption (CIA). Such a PSM approach is justified in our context because both Italian
and UK data provide information on the family background, the upper secondary school
exams and the university attended by the graduate students. Hence, any omitted variable
bias should be small, as the graduates’ unobservable characteristics potentially correlated
with both Yi and ISM uptake should be proxied to some extent by the vector of variables
Xi. Nevertheless, we are careful in claiming a clear causal link between ISM and Yi, espe-
cially once students from more disadvantaged backgrounds are concerned (as discussed
above).

Outcome variables

The first outcome captures graduate employment status at two different points in time. For
Italy, the employment status is measured 1 and 4 years after graduation, and for the UK,
after 6 months and 3 years.’ The employment status measure takes a value of 1 if the stu-
dent is employed and 0 if unemployed. Individuals not participating in the labour market
(since, e.g. they are enrolled in education) are excluded from this analysis.

The second outcome is the uptake of postgraduate studies. The dummy variable is equal
to 1 if the respondent enrolled in postgraduate studies. In the UK, the variable identifies
those enrolled in postgraduate education 6 months after graduation. The comparison group
includes all those who are not in education 6 months after graduation. In Italy, the var-
iable identifies those who enrolled in postgraduate education at any time in the 4 years
after graduation. Hence, the comparison group includes all those who never enrolled in
further studies (independent of their employment status 4 years after graduation). Given
differences in the measurement (a 4-year vs. a 6-month interval) of postgraduate uptake,
we expect postgraduate uptake to be higher in Italy. This is discussed further in the next
section.

More details on the definitions of variables by dataset are provided below and in the
Appendix (Table Al).

% In the case of Italy, respondents are asked four years after graduation about their labour market status one
year after finishing undergraduate studies. In contrast, in the UK the employment status is recorded sepa-
rately through the two surveys described earlier.
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Identification strategy and control variables

The Italian and UK data cover a large set of covariates Xi that we use in the matching
procedure. The socio-demographic characteristics covered with Xi include the age, gender,
and citizenship (the latter only for Italy) of the graduates as well as the regional location
of residence. Xi also includes information on upper secondary school leaving results. This
should allow us to control for Y7 variations between ISM and non-ISM students driven by
differences across students in human capital accumulation before the treatment. For Italy,
we include a variable indicating the score obtained at the maturita, the upper secondary
school leaving exam (ranging between 60 and 101), as well as indicators for the type of
high school attended (technical, scientific, classical or linguistic). For the UK, ability is
captured by the number of and mark for upper secondary school leaving results (generally
called ‘A-levels’). Xi also accounts for the field of study and the university attended by the
graduates. Students are spread across 14 fields and 80 universities in Italy and 20 fields and
136 universities in the UK. Finally, the family background of the graduates is measured by
an indicator equal to 1 if at least one of the parents has achieved tertiary education and 0
otherwise.

Results
Summary statistics
Employment status and postgraduate studies: UK versus Italy

The summary statistics reported in Table 1 suggest that 1 year after graduation, 57% of
first-degree graduates in Italy are employed compared to 88% of those from the UK. Three
years after graduation, the difference in the employment rates between Italian and UK
graduates decreases but remains substantial, with 88% compared to 97%. The consider-
able difference between the two countries is in line with official statistics. In 2011, the UK
displayed one of the highest employment rates for 25- to 34-year-old tertiary educated indi-
viduals (88%) across OECD countries, while only 67% of Italian graduates were employed
(OECD 2020). The limited demand for workers with academic-oriented qualifications as
well as the effect of the Great Recession partly explain the low employment rate of tertiary
graduates.

Our indicator of postgraduate studies uptake indicates that the proportion of students
enrolling in postgraduate studies is much higher in Italy than in the UK (64% versus 14%,
respectively, in Italy and the UK). There are several reasons for this. First, as described ear-
lier, the measures for the uptake of postgraduate studies differ between the two countries.
In Italy, enrolment in postgraduate studies is taken into account up to 4 years after comple-
tion of tertiary first-cycle degrees, while for the UK, this information is observed only up to
6 months after graduation. This implies that this variable underestimates the share of students
enrolling in postgraduate studies in the UK. Second, official statistics show that whereas
in 2014'° only 34% of Italian young adults were expected to graduate from tertiary educa-
tion (against 54% in the UK), 20% of them were expected to earn a postgraduate degree,

102014 is the closest year to 2011 for which we could find official statistics on this topic.
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Table 3 Individual characteristics by ISM participation and country

Italy UK

ISM  Non-ISM Difference ISM Non-ISM Difference

Socio-demographic (%)

Female 604 57.8 2.7 65.0 583 6.7
Italian 98.8 99.3 -0.5 na na na

Age <22 35.0 26.6 8.4 92.6 86.3 6.3
Age 23 +24 542 50.8 34 40 47 -0.7
Age 25-29 9.6 14.9 -53 24 40 - 1.6
Age 30+ 1.2 77 - 6.5 1.1 50 -39
Both parents not having completed tertiary 62.2 76.3 - 14.1 34.0 46.2 - 12.2

education

Regional location

Northwest (IT)/Scotland (UK) 29.6 279 1.7 13.8 84 5.4
Northeast (IT)/Wales (UK) 27.5 21.8 5.7 06 4.8 —4.2
Central (IT)/Northern Ireland (UK) 18.9 19.2 -03 05 14 -0.9
South (IT)/England (UK) 159 219 -6.0 85.1 854 -03
Insular (IT)/ 8.1 9.2 - 1.1 na na na
Upper secondary school results
% having no A grade na na na 314 477 -16.3
% less than 3 A-levels na na na 6.0 13.0 - 7.0
High school leaving grade 83.8 819 1.9 na  na na
% attending general upper secondary 73.8 58.3 15.0 na  na na
Ability missing na  na na 94 17.7 -83

The table shows the percentage of individual characteristics by group. For example, 60.4% of Italian ISM
graduates are females. Significant differences at the 1% level are printed in italics. For the UK, results are
presented for the 118,420 graduates taking part in the 6 months postgraduation survey. For Italy, the statis-
tics are based on 20,013 students. All results are unweighted. na stands for ‘not available’.

compared to only 17% in the UK. In other words, Italy combines low tertiary graduation rates
with high postgraduate uptake rates for first-cycle programmes (OECD 2015). The opposite
is found in the UK. The fact that the majority of Italian students with a first-cycle degree
enrol in postgraduate studies, without necessarily completing it, has often been partly attrib-
uted to the difficulty of finding a job after graduation. Enrolling in postgraduate studies while
simultaneously looking for a job could be a better ‘job market ticket relative to that of being
unemployed’ (Dornbusch et al. 2000, p.11). These differences between the UK and Italy do
not impede our identification strategy as long as mobile and non-mobile students in each
country are not affected differently.

Who are the mobile in Italy and the UK?

The unconditional summary statistics displayed in Table 2 show the pattern of ISM par-
ticipation in the two countries. Engagement in ISM for first-degree graduates is smaller
in the UK, with 4%, compared to Italy with 6%. In the UK, 58% of all ISM students study
languages, in contrast to 26% in Italy. The predominant portion of UK ISM students gradu-
ate in humanities subjects. Only about every tenth ISM graduate completes a degree in
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technical science subjects (such as architecture, engineering, physics, etc.). In Italy, this
share is much higher, with every fourth student obtaining a degree in a technical subject.

As discussed earlier, any analysis examining the impact of ISM needs to address the
potential selection bias, i.e. the fact that mobile and non-mobile students differ in their
characteristics (see Table 3). In both countries, individuals with a low socio-economic
background are less likely to engage in ISM. This trend is pronounced for Italian graduates,
where on average, 76% of non-ISM students have two parents who did not complete ter-
tiary education, compared to just 62% of ISM students. In addition, in the UK, almost half
of non-ISM students did not achieve the highest mark of A for any of their A-levels, com-
pared to less than a third for ISM students. The non-mobile students are also more likely
to not have successfully completed three A-level exams. The same pattern is found for
Italy, where non-ISM students’ average scores in the high school leaving exam are lower
than those obtained by ISM students. In sum, in both countries ISM students are positively
selected, having more favourable characteristics for employment chances and postgraduate
enrolment probability.

The distribution of mobile students across universities is also highly positively skewed
(results not shown). In Italy, 6 out of 80 universities do not have any students studying
abroad, while 11% of universities have more than 15% of ISM students. The picture is
similar for the UK: 29 out of 136 universities do not have any students with ISM experi-
ence. At the 90th percentile of the university distribution, almost 10% of students study
abroad. Given this considerable difference in ISM uptake between universities, the model-
ling needs to take into account the particular universities students are enrolled in.

How do students studying abroad fare compared to the non-mobile?

If we do not take the positive selection of ISM students into account, how do the outcomes
Yi compare between those who did and did not study abroad?

Table 1 displays summary statistics of the outcome variables by treatment status and
country. In the UK, the employment probability of mobile students is slightly but signifi-
cantly higher 1 year after graduation and not significantly different 3 years after graduation,
compared to non-ISM students. In Italy, students studying abroad are almost 8 percentage
points more likely to be employed 1 year after graduation and 2 percentage points 4 years
after graduation. Once the focus is on uptake of postgraduate studies, ISM students are, in
both countries, significantly and sizably more likely to decide to pursue further education.

These results could be either due to selection bias or due to ISM influencing both
employability and postgraduate study uptake. As students studying abroad are positively
selected, the figures reported in Table 1 should be the upper bound values of the actual
effect of ISM. The next section discusses the PSM results, once the selection bias is taken
into account.

Impact of ISM—results of propensity score matching

Matching ISM and non-ISM students

Probit models are employed to estimate the propensity scores of participation in ISM
programmes. Table A2 in the Appendix displays the corresponding marginal effects.

A general way of assessing the quality of the matching is to examine the balance of the
covariates between the ISM and non-ISM matched graduates. To do this, we compute the
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Table 4 Percentage-point differences between ISM and non-ISM graduates in the probability to be
employed and the uptake of postgraduate studies (propensity-score-matching-based estimates using Epane-
chnikov kernel matching)

Ttaly UK

Percentage points se  Percentage points  se

Employed 1 year after graduation Low SES 5.6% 2.9 2.4 2.6
High SES 7.9 4.9 1.9 1.7
All 6.3%* 2.3 2.3% 1.1
Employed 3 to 4 years after graduation Low SES 3.3* 1.3 2.0 2.7
High SES 3.7 2.1 32 2.1
All 3.6%* 1.2 2.3 1.5
Uptake of postgraduate studies Low SES  10.8* 1.6 1.9 1.8
High SES  4.8* 1.7 -02 1.7
All 8.3* 1.0 0.9 1.1

Significant differences at the 5% level are printed in italics and indicated by “*’ and at the 10% level are
printed in italics. Standard errors are bootstrapped (200 replications for Italy and 50 for the UK). Universi-
ties without any mobile students are excluded from the analysis. SES stands for socio-economic status and
se for standard errors. Students are defined as having a low SES if neither of their parents hold tertiary
education. Covariates used for the estimation of the propensity scores include age, gender, citizenship (only
for Italy), parental education (when the estimation is for the entire sample), information on upper secondary
school performance, indicators for the type of high school attended (only for Italy), the university attended,
the field of study, as well as the region of residence (see Table Al for more information). For the UK, the
sample size is based on 83,145 students for employment 6 months after graduation, 19,845 students for
3 years after graduation, and 108,690 students for postgraduate study uptake. For Italy, the corresponding
sample sizes are 8891, 16,586 and 19,806.

standardised bias, i.e. the difference in means of the covariates between ISM and matched
non-ISM graduates, divided by the standard deviation (Rosenbaum & Rubin 1985). Tables
A7a and A7b as well as Figures Al and A2 in the Appendix display the percentage of
standardised bias by covariate for both the raw and matched samples. The empirical lit-
erature generally assumes a mean standardised bias of 5% after matching to be reasonable
(Caliendo & Kopeining 2008, p. 48). For both countries, once the sample is matched, the
mean of the standardised biases are below this threshold. In addition, the pseudo R2, which
indicates the covariates’ power to determine the probability of participating in ISM after
controlling for the propensity score, is close to zero.

Comparing the probability of employment and uptake of postgraduate studies between
Tables 1 and 4, differences between ISM and non-ISM graduates generally decrease,
reflecting the positive selection into mobility. A notable exception is the slight but signifi-
cant increase in employment probability 4 years after graduation in Italy.

Does ISM have a positive effect on employment and postgraduate study uptake in Italy
and the UK? (Hypothesis 1)
Turning to the PSM estimates, Table 4 displays the percentage-point difference in the

outcome under scrutiny between ISM and non-ISM graduates. We report the ‘average
treatment effect on the treated’” (ATT) for each of the outcome variables by country and
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students’ socio-economic status. Epanechnikov kernel-matching algorithms are used for
the matching procedure, and bootstrapped standard errors are reported.

Out of six PSM estimates, based on the full sample of graduates, the return to mobility
is positive and significant for four model specifications. About 1 year after graduation, ISM
increases employability by 6.3 percentage points in Italy and 2.3 percentage points in the
UK. The long-term effect of mobility is lower, however, with an employment advantage of
3.6 percentage points in Italy after 4 years and no significant benefit in the UK 3 years after
graduation. This indicates that ISM acts as a strong positive signal for recruiting gradu-
ates into first employment (Petzold 2017), but over time other signals or human-capital-
enhancing experiences, such as first employment experiences after graduation, gain greater
importance for future employment recruitment.

Italian ISM students are also 8.3 percentage points more likely to have enrolled in post-
graduate studies after the completion of the friennale than non-ISM students. This result is
in line with the theoretical assumptions. Both signalling and human capital theories sug-
gest that ISM should increase the probability of being successful if applying for postgradu-
ate programmes. Studying abroad fosters an awareness of educational options as well as
the benefits associated with further studies for future labour market outcomes. This might
especially have been the case for young Italian students given the strong effect the Great
Recession had on the Italian labour market.

However, in the UK mobility is not significantly linked with further study. This sug-
gests, in line with the theory, that the signal of studying abroad is more relevant in Italy
than in the UK. Given the high stratification of the UK educational system, students can
achieve an impressive curriculum vitae if they choose and can attend prestigious universi-
ties and study programmes. As a consequence, for UK students the experience abroad is
likely to be less valuable in terms of a signal. Furthermore, given the international orienta-
tion of the UK higher education system, employers might perceive that students’ gain less
with international student mobility. In the UK, employment chances after graduation are
also much higher than in Italy, so that ISM students in the UK are less likely to exploit the
knowledge and experiences gained abroad for future career moves than those from Italy.

Are the returns to mobility heterogeneous across socio-economic groups? (Hypothesis
2)

Neither in the UK nor in Italy are the employment returns significantly different across the
two socio-economic groups of students. In Italy, results generally suggest that the returns to
ISM are higher for students from higher socio-economic backgrounds. Nevertheless, these
variations across socio-economic groups in the returns to ISM are not significantly differ-
ent from zero. A similar pattern appears for the UK.

However, once the focus is on postgraduate study uptake, the picture changes. In the
UK, the uptake of postgraduate studies does not differ by socio-economic background
when the latter is proxied by parental education (Table 4). Yet, if family background is
measured by parental occupation (Appendix Table 3), ISM students are 3.3 percentage
points more likely to take up further studies than their non-ISM peers among the group of
graduates whose parents are not working in professional occupations. In contrast, among
students whose parents hold professional occupations, participation in ISM is not associ-
ated with higher postgraduate study uptake. For Italy, results are consistent for both socio-
economic background measures. Disadvantaged ISM graduates have a higher uptake of
postgraduate studies of between 11 and 12 percentage points compared to their non-ISM
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peers. In contrast, for graduates who have grown up in a highly educated family envi-
ronment, the difference amounts to ‘just’ 5 or 6 percentage points. The difference in the
returns between both groups is significant at the 1% level. Engaging in ISM might there-
fore compensate for a possible earlier disadvantage faced by students with a lower parental
socio-economic background, as it allows them to increase their chance of gaining higher
education credentials. ISM should thus decrease social inequalities through its effect of
increasing postgraduate study completion, especially for disadvantaged students in the long
term (as discussed above).

Are the returns to ISM higher in Italy than in the UK? (Hypothesis 3)

As discussed earlier, the rigidness of the Italian labour market compared to that of the UK,
the high appreciation of ISM by Italian employers, and the characteristics of the educa-
tional systems of both countries led us to assume that the returns to mobility should be
higher for Italian than for UK graduates. Our results confirm this expectation. In the short
run, ISM is associated with a 6.3 percentage point increase in employment probability in
Italy but just a 2.3 percentage-point increase in the UK. If we focus on the percent increase,
and hence link this result back to Table 1, mobility increases employment probability by
11% (6.3 percentage points expressed as a percentage of 57%) in Italy and 3% in the UK.
In the medium term, in Italy, the effect of ISM more than halves compared to what we
observe 1 year after graduation. The return to mobility remains, however, almost two times
bigger in this country than in the UK.'! Similarly, studying abroad increases the uptake of
postgraduate studies by 8 percentage points, while there is no significant association in the
UK.

Are the results robust to alternative specifications?

Table 4 in the Appendix shows that results are similar if caliper instead of kernel match-
ing is used to estimate the returns to ISM. Furthermore, Table 3 in the Appendix, which
provides estimates based on parental occupation instead of parental education as proxy
for socio-economic background, indicates that results are generally robust to the choice of
socio-economic background measure. Since 92% of respondents answer at least one of the
two parental background questions, similar results with different measures also indicate
that item non-response is unlikely to drive the results found. The only exception is for the
estimated effect of postgraduate study uptake in the UK, which is significantly higher for
disadvantaged ISM students compared to non-ISM peers when the socio-economic back-
ground is measured by parental occupation.

The estimates for the calculation of the propensity scores include information on the
particular universities attended by students. Above, it was argued that this information is
often not taken into account in existing studies, even though different universities have var-
ying success in securing ISM grants and ensuring a smooth insertion of their students into
the labour market. Furthermore, information on universities can proxy other unobservable
characteristics associated with both mobility uptake and outcomes. Table AS in the Appen-
dix unveils how the results are affected if university fixed effects are not included when
estimating the propensity scores. While the estimates remain similar for Italy, with the

! The percent increase in employment is equal to 2.4% and 4.1%, respectively, in the UK and TItaly.
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highly segregated higher education system in the UK, the exclusion of universities would
clearly affect the conclusions. Indeed, when the matching procedure does not account for
the university attended, students with a lower socio-economic background benefit more
from mobility than those with a more favourable family background, this being true both
in terms of uptake of postgraduate studies and employment status 6 months after gradua-
tion. Such a finding confirms that the selection bias into mobility is more salient among
students with a poor family background compared to peers coming from more privileged
families. University fixed effects capture the disadvantaged students’ unobservable charac-
teristics that allow them to overcome the hurdles their social group faces when attending
highly prestigious universities. This can also be shown with access rates to higher-ranked
universities: only 21% of disadvantaged non-ISM students, compared to 52% of disadvan-
taged ISM students, manage to enrol in prestigious Russell universities, reflecting a 31
percentage-point difference. In the group of advantaged students, this gap represents a 25
percentage-point difference and is, therefore, 20% smaller.

Conclusions

ISM is expected to enhance, among other things, labour market prospects in globalised
labour markets. European ISM has been increasing consistently over the last 30 years. The
purpose of this study was to assess possible ISM returns in terms of (i) employment status
at two different points in time and (ii) uptake of postgraduate studies in Italy and the UK.
The study applied propensity score matching to account for selection bias and employed
graduate survey data with rich information on auxiliary variables. Unusual for these kinds
of surveys, the datasets also include information on the universities attended by graduates.

Results suggest that especially in countries with highly stratified tertiary education sys-
tems like the UK, any kind of causal impact evaluation of ISM should consider information
on universities attended since otherwise, the effects of ISM—especially for students with
lower socio-economic background—could be substantially overestimated.

The limitations of this study include the following. First, the consistency of our esti-
mates depends on the validity of the conditional independence assumption. Therefore, it is
still possible to have omitted relevant covariates simultaneously correlated with ISM and
the outcome variables. Second, for the UK data, item non-response is high for graduates’
socio-economic status and upper secondary school results. Yet, robustness checks indicate
that this is unlikely to influence results. Third, this study is based on slightly different time-
frames of survey collection. These are problems common in cross-national studies using
graduate survey data given the current lack of Europe-wide comparable data.

Results indicate that ISM participation improves employment probability, at least
in the short term. Italian ISM graduates are 6.3 percentage points more likely to be
employed than their counterparts roughly 1 year after graduation, and in the UK mobile
students are 2.3 percentage points more likely to be employed. Four years after gradua-
tion, Italian ISM graduates are still significantly more likely to be employed than their
counterparts (3.6 percentage points), while a similar advantage (2.3 percentage points)
is no longer significant in the UK. These results are in line with theoretical considera-
tions. Given that participation in ISM is associated with increased interpersonal skills
and flexibility in different cultural environments, employers could perceive ISM as a
positive signal with which to judge individuals’ productivity. This would especially be
true in the short term for selection into first employment. In the long term, however,
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signals deriving from first employment experiences are likely to gain greater importance
than those from ISM for employment patterns.

In comparison to non-ISM graduates, Italian ISM students are also about 8 percent-
age points more likely to take up further studies. In the UK, however, participation in
ISM does not increase the probability of enrolment in postgraduate studies.

This study hypothesised that the returns to mobility should vary across socio-eco-
nomic groups and that individuals with a lower socio-economic background would gain
more from ISM since through this experience they can acquire human, cultural, and
social capital that is important for career decisions and valuable on the labour market.
In contrast, advantaged students could, in large part, already build up these skills before
engaging in ISM. The empirical analysis reveals that, contrary to expectations, the
employment returns associated with ISM are not significantly different between gradu-
ates with higher and lower educated parents. However, in Italy, the benefits of ISM in
terms of the uptake of postgraduate studies are substantially larger among more disad-
vantaged students. Given that postgraduate study completion is associated with higher
wages, in the long run, student mobility could contribute to narrowing income inequali-
ties between Italian individuals from different socio-economic backgrounds. This result
is rather novel as the literature, both on social segregation and ISM, generally focuses
on graduates who are in the labour force and does not examine career decisions after
graduation.

Results also confirm the theoretical considerations, namely that ISM is likely to
provide different signals depending on countries’ institutional settings. The inter-
play between the rigidity of the Italian labour market and the high stratification of
the UK tertiary education system is likely to explain our empirical findings of higher
ISM returns in Italy than in the UK. This indicates that the country context matters
in explaining ISM benefits. Therefore, future research would benefit from more cross-
country analyses of ISM effects. The European Commission Directorate-General
for Education, Youth, Sport and Culture is currently investigating the feasibility of a
Europe-wide graduate survey, which would make it possible to evaluate the effects of
ISM cross-nationally in the future.
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