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Abstract 
 
For immigrants who migrated to the UK after completing full-time education in the 
country of origin between ages 21-29, we find substantial wage premia of obtaining UK 
(higher) degrees, working mainly through the enhanced probabilities of getting graduate-
level jobs. Moreover, treatment effect estimates which exploit the differential tuition fee 
status between EU and non-EU migrants suggest that these effects are likely to be causal. 
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1. Introduction  

We investigate the extent to which acquiring a first or higher UK degree affects labour 

market outcomes of foreign degree holders. Only a handful of studies have focused on 

returns to origin versus to destination country qualifications, particularly regarding 

foreign degrees. For the US, Arbeit and Warren (2013) find wage returns of about 11%-

17% in favour of immigrants with US degrees, and Tong (2010) reports earning 

disadvantages affecting immigrant scientists and engineers, especially women, who 

received their college degrees outside of the US. Tani et al. (2013) show evidence in 

favour of immigrants with higher degrees from English speaking countries, other than 

Australia and New Zealand, who attract greater hourly wages in Australia. Finally, Kanas 

et al. (2009) find higher returns to host-country schooling than to origin-country 

schooling in occupational status in the Netherlands. 

Our contribution to the literature is twofold. First, using the largest nationally 

representative survey which collects information regarding foreign qualifications for the 

first time, we document substantial wage premia of obtaining UK degree qualifications, 

in particular higher degrees, working through occupational attainment. Secondly, we 

present inverse-probability weighted regression-adjustment estimates which exploit the 

differential tuition fee status induced by EU laws. The treatment effect estimates support 

the substantial returns to obtaining UK (higher) degrees on wages and high status 

occupations for both male and female graduate migrants.  

 

2. Data and methodology 

We use the UK Quarterly Labour Force Survey (QLFS) from 2011 to 2014, which 

contains information on whether the highest qualification is obtained from abroad, and 

the level if any. This is merged by the respondent’s country of birth with recent economic 

and social indicators from UNESCO Institute for Statistics (http://data.uis.unesco.org/). 

We first select all immigrant (non-UK born) employees aged 25-59, who hold a 

university degree, regardless of whether it is obtained in the UK or abroad.1 In order to 

																																																													
1 Due to the survey design, it is impossible to distinguish between levels of non-UK degrees reported. 
Moreover, a UK qualification takes precedence at an equal level. 
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mitigate the selection bias arising from different age-at-arrival in the UK, we further 

restrict our sample to migrants who migrated to the UK after completing full-time 

education in the country of origin between ages 21-29, and hence very likely to have 

obtained their first degree abroad.  

Sample means are presented in Table 1 for men and women separately. Only 73% of 

male and 62% of female immigrants with foreign degrees hold graduate-level jobs, as 

indicated by the Standard Occupational Classification Major Groups 1-3 representing 

managerial, professional and associate professional occupations. Of all foreign-educated 

graduates, only about 4% obtain a UK first (undergraduate) degree whereas 17% obtain 

UK higher (postgraduate) degrees, a significant proportion are non-white and more than 

one-third live in London. 

In our analyses, we also control for country-of-birth characteristics which include 

whether English is the dominant language, whether the country is a European Union (EU) 

member, log per capita real GDP (PPP), log population, adult secondary education 

attainment and labour force participation rates by gender. Whereas almost half of the 

sample were born in non-English speaking countries, about one-third are EU citizens. 

 

3. Results and discussion 

Columns (1) and (2) of Table 2 show Ordinary Least Squares (OLS) estimates of the 

gender-specific wage premia for holding UK first and higher degrees after controlling for 

individual and country-of-birth characteristics as well as survey year and month 

dummies. Whereas having a UK first degree does not carry a statistically significant 

wage premium for either gender, obtaining a UK higher degree increases hourly wage by 

0.17 and 0.19 log points for male and female foreign graduates respectively.2 In columns 

(3) and (4), we further control for 1-digit occupations. For both gender, the UK higher 

degree premia become insignificant at any conventional level, suggesting that 

occupational attainment is the main channel through which the attainment of UK degrees 

raises wages.  
																																																													
2 The raw wage premia for UK higher degrees are 0.18 and 0.28 log points for men and women 
respectively.  
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Therefore in columns (5) and (6) we estimate a Linear Probability Model (LPM) for 

obtaining graduate-level jobs. For males, while obtaining a UK higher degree increases 

the probability of getting a graduate-level job by 18 percentage points, there is no effect 

for obtaining a UK first degree only. On the other hand, getting a UK degree of any kind 

increases the female foreign graduate’s chance of getting a high status job by 25 

percentage points.  

Finally, we explore the causal effect of attaining UK degrees on log hourly wages and the 

probability of obtaining graduate-level jobs, by using the “doubly robust” inverse-

probability weighted regression-adjustment (IPWRA) estimators (Wooldridge 2007).3 To 

facilitate the identification of the Average Treatment Effect (ATE) of obtaining further 

UK degrees by foreign graduates, we use the interaction between being an EU migrant 

and the home country’s log real GDP per capita as an exclusion restriction in the 

multinomial logit selection model, while controlling for the main effects of being an EU 

migrant and home country GDP in both the selection equation and a linear specification 

of the outcome equations. Our identification strategy effectively compares graduate 

immigrants from EU and non-EU countries, after controlling for home country economic 

development level (which might serve as a proxy for the quality of the foreign degree) 

that is assumed to be common for all immigrants regardless of whether they are EU 

citizens. Apart from the right to reside and work freely within the EU, an EU citizenship 

also entails the right to non-discrimination on the basis of nationality within the EU. The 

home fee status of EU students typically cuts the tuition costs by more than half 

compared to non-EU students.4 A priori, we expect the coefficient on the interaction term 

to be positive in the selection model, due to the fact that EU citizenship would 

substantially mitigate any credit constraint regarding the financing of the UK degree, 

holding all else constant, including the quality of the home country degree and English 

proficiency.  

																																																													
3 We use the Stata command “teffects iwpra”.	
4 While the average annual tuition fee for full-time postgraduate course is only £5680 for home/EU students 
in 2014/15, it rises to £12390, £14274 and £21296 for classroom, laboratory and clinical based courses 
respectively for international students (The Complete University Guide 2015).  
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Table 3 shows the ATE of having UK degrees on the two outcomes in the top panel and 

the selection equation estimates of the exclusion restriction on having UK first and higher 

degrees in the bottom panel, by gender. Surprisingly, the effect for having a UK first 

degree turns out to be negative and statistically significant on wages and high status jobs 

for men. This might reflect a bad “signalling”, however we also note that the exclusion 

restriction is statistically insignificant in determining either type of UK degree for men in 

the selection equation (first-stage).  

On the other hand, the exclusion restriction is statically significant at the 5% level for 

women in the selection model. In the case of obtaining UK higher degrees, the 

coefficients vary between 17-20% for wages, and 19-26 percentage points for graduate-

level jobs, depending on the gender of the migrant. The size of the treatment estimates are 

fairly close to the OLS/LPM estimates suggesting that the latter relationships are largely 

causal. 

 

4. Conclusions 

We find substantial wage premia of holding UK qualifications for immigrants with 

foreign degrees, working through occupational attainments. These findings are robust to 

controls for ethnicity, language, home country GDP and a wide range of individual and 

country-of-birth characteristics. Moreover, treatment effect estimates which exploit the 

differential tuition fee status between EU and non-EU migrants suggest that these effects 

are likely to be causal.  While it remains a challenge to disentangle the human capital and 

the signalling channels, our findings would make a strong case for the UK government to 

offer student loans to all legal graduate migrants to pursue further degrees in the UK, to 

the extent that the costs could be self-financing over the lifecycle. 
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TABLES 

 
Table 1: Mean Characteristics 

 
 Men Women 
Individual characteristics:   

Log hourly wage 2.765 2.552 
Graduate-level Jobs (SOC 1-3) 0.730 0.623 
UK first degree 0.034 0.041 
UK higher degree 0.171 0.165 
Non-white 0.513 0.378 
Age 37.90 37.61 
Age full-time education completed 23.25 22.93 
London  0.352 0.352 
South East  0.244 0.227 
Scotland 0.053 0.063 
Wales 0.019 0.016 
Northern Ireland 0.012 0.020 

Country-of-birth (CoB) characteristics:  

Non-English speaking 0.441 0.554 
European Union (EU) member state 0.278 0.388 
Log per capita real GDP (PPP)  9.269 9.579 
Log population  18.39 17.89 
Secondary education (% female 25+)  56.2 65.3 
Secondary education (% male 25+) 66.6 72.4 
Labour force part. rate (% female) 44.0 47.9 
Labour force part. rate (% male) 73.7 71.3 

   Observations      1348      1471 
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          Table 2: Log Hourly Wages and Occupational Attainment 
  
 Individual & CoB 

characteristics  
Individual & CoB 
characteristics + 

Occupations 

Graduate–level Jobs  

 Men Women Men Women Men Women 
 (1) (2) (3) (4) (5) (6) 
UK first degree only -0.005 0.094 -0.023 -0.061 0.021 0.256*** 
 (0.079) (0.061) (0.072) (0.054) (0.059) (0.053) 
UK higher degree 0.174*** 0.191*** 0.025 0.033 0.177*** 0.250*** 
 (0.041) (0.038) (0.036) (0.034) (0.025) (0.029) 
Non-white -0.203*** -0.107** -0.172*** -0.081* -0.032 -0.025 
 (0.068) (0.051) (0.056) (0.045) (0.048) (0.044) 
Born in Non-English speaking   

country 
-0.119** -0.187*** -0.082* -0.090** -0.046 -0.147*** 
(0.051) (0.044) (0.045) (0.040) (0.034) (0.036) 

Born in EU country -0.193*** -0.144*** -0.010 -0.088* -0.236*** -0.063 
 (0.075) (0.053) (0.067) (0.046) (0.047) (0.046) 
log real GDP per capita (PPP) 0.273*** 0.191*** 0.105*** 0.115*** 0.219*** 0.107*** 
 (0.034) (0.027) (0.029) (0.023) (0.027) (0.024) 
R2 0.217 0.217 0.445 0.431 0.173 0.137 
Notes: Robust standard errors in parentheses * p < 0.1, ** p < 0.05, *** p < 0.01. Sample of immigrants who migrated 
to the UK after completing full-time education in the country of origin between 21-29 and working as employees. 
Controls include log population of home country, adult secondary education attainment and labour force 
participation rates by gender in country of birth, age and age squared, as well as dummies for region of residence, 
survey year and survey month. 
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Table 3: Treatment Effect of Having UK Degrees on Wages and 
Graduate-Level Jobs, by Gender 

 
Outcomes: Log hourly wage Graduate Jobs 
 Men Women Men Women 
 (1) (2) (3) (4) 

ATE     

Having UK first degree  -0.299*** -0.014 -0.117*** 0.269*** 
 (0.058) (0.037) (0.039) (0.037) 
     
Having UK higher degree 0.170*** 

(0.042) 
0.202*** 
(0.032) 

0.188*** 0.256*** 
 (0.025) (0.028) 

Selection model: effect of EU migrant*log real GDP per capita (PPP) 
Having UK first degree 
 
Having UK higher degree 

1.867 
(1.409) 
1.014 

(0.741) 

2.736*** 
(0.908) 
1.277** 
(0.531) 

1.867 
(1.409) 
1.014 

(0.741) 

2.736*** 
(0.908) 
1.277** 
(0.531) 

 Notes: Robust standard errors in parentheses; * p<0.1; ** p<0.05; *** p<0.01.  
 Same sample and controls as in Table 2. 

 


