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EXECUTIVE SUMMARY

Across the world, more people than ever before are choosing to undertake an international education.

Since 1980, the number of  students enrolled outside their home country in courses of  higher education

has almost doubled. There were around 1.8 million international students in 2002 and recent projections

suggest that the world’s demand for international higher education could increase to eight million

student places by 2025.

This report analyses the emergence of  a global education market and the impact of  rapid growth in

Asia upon global demand. It examines reforms to higher education in Australia’s key export markets,

Australia’s success as an exporter of  education services and the benefits for Australia’s trade in

education from liberalisation within the World Trade Organization (WTO) and Australia’s free trade

agreements (FTAs).

GROWTH INCREASES DEMAND FOR HIGHER LEVELS OF EDUCATION

The world’s best developed higher education systems are not found in the countries with the fastest

growing demand for student places. Rising participation in higher education is a worldwide trend, but

the pressure on developing and middle-income countries to provide greater access to post-secondary

education is more extreme than that faced by high-income countries.

Economic development alters a country’s demand profile for education. In high-income economies

(the member states of  the Organisation for Economic Cooperation and Development or OECD), the

highest returns on all expenditure on education, measured by average incomes per capita for each

level of  education attained, accrue to graduates of  higher education. In developing and middle-

income countries, the highest economic returns on education are generally earned from expenditure

on the primary and secondary levels. However, as countries develop and diversify their economies

away from labour intensive activities, most notably agriculture, the need to direct more resources to

human capital development becomes apparent in line with rising productivity from greater investment

in physical capital.

The substitution of capital for labour as countries develop adds demand for new skills. Broadly speaking,

in this way, economic growth increases returns to higher education, which in turn fuels demand for

both student places and a wider range of  courses suited to the labour force requirements of  value-

added manufacturing and service industries.

ASIA AND THE GLOBAL EDUCATION MARKET

Rapid economic growth in Asia has been the most important cause of  the growth of  trade in education

over the past quarter century. Enrolments in higher education across Asia are growing as countries

direct more public and private resources to the expansion of  places in higher education. However,
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decades of  insufficient public investment in higher education in Asia’s developing and middle-income

countries mean that enrolment ratios remain low compared with those in the member states of  the

OECD, and that skill shortages persist. Over the medium term, this means that demand for higher

education will continue to outstrip these countries’ capacity to provide it.

The pressure for more tertiary level places in Asia, for higher quality education and greater choice of

studies has also created the momentum for the large-scale reform and restructuring of  higher education

now under way in several economies. Governments across the region welcome trade in education

and the introduction of  private education as a means to raise participation in higher education.

Expanding access to higher education

In the short to medium term, recent increases in public expenditure on higher education in China

and South-East Asia are unlikely to be sufficient to meet the burgeoning demand for university

places. Malaysia, for example, commits a higher than average share of  public expenditure to higher

education but this is inadequate in light of  Malaysia’s young and growing population. It is no accident

that Malaysia has been one of  Asia’s most high profile participants in international trade in education;

more students from Malaysia are enrolled offshore as a share of  all students in higher education

than is the case for any other country in Asia.

Turning to private education

There are varying degrees of  private participation in higher education across Asia, from Japan and

the Republic of  Korea, which have the world’s most highly privatised higher education systems, to

Malaysia and Singapore, where higher education until recently has been provided almost entirely by

the state. Attitudes to private education in China and South-East Asia are changing. Private higher

education increasingly is valued by governments in Asia, as it alleviates pressure on publicly funded

higher education and delivers subjects not yet taught widely or to a high standard in local universities.

The participation of  foreign universities in domestic higher education presents unprecedented

opportunities to Australian institutions that are willing to be proactive in the delivery of  courses in

students’ home countries. Singapore’s invitation to universities from overseas to deliver courses in

Singapore in partnership with its top-tier universities (the ‘Global Schoolhouse’ initiative), does

more than expand access to higher education for Singaporeans. It is also developing Singapore

into a regional hub for higher education that attracts large numbers of  international students from

neighbouring countries, particularly China.

AUSTRALIA’S TRADE IN EDUCATION

Education is Australia’s fourth largest export. In 2003–04, education services were worth A$5.9 billion

to the Australian economy, a 13 per cent increase on 2002–03.
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Australia’s trade in education and education linkages with many countries in Asia have their origin in

aid-sponsored scholarship programs, notably the Commonwealth’s Colombo Plan. This tradition

continues with the Australian Development Scholarships scheme, which is the principal mechanism

by which Australia provides scholarship assistance for individuals from developing countries to

undertake studies in Australia.

The commercialisation of  higher education as an export is a more recent development in Australian

higher education. Onshore enrolments of  international students in higher education dominate

Australia’s international trade in education. Between 1994 and 2004, the number of  international

students undertaking courses in higher education in Australia increased at an average rate of  15 per

cent per year. In 1994, 35 290 international students were enrolled in higher education in Australia.

In 2004, this figure had grown to 151 798.

Australia’s onshore enrolments constitute the largest share of international students to total enrolments

in higher education of  any OECD country. In 2004, higher education accounted for almost 70 per cent

of  a total A$3.4 billion earned in fees from international education by Australian institutions. Growth

in onshore enrolments continues to be strong.

Asia will continue to be the most important region for growth in Australia’s export of  education services.

Degrees in business, law and the social sciences comprise the majority of  studies undertaken by

international students in Australia.

Australian universities and the Australian Government have a role to play in the evolution of  higher

education in Asia. Australia has experience in course design and delivery, quality assurance and

policy development for higher education that is being shared with countries in the Asia Pacific region.

This happens by memoranda of  understanding between Australia and governments in the region

and through skills transfer between Australian universities with an offshore presence and their

partner institutions.

Australian institutions active in students’ home countries

While Australia has been especially successful among OECD countries in attracting students to

study onshore, changing circumstances in Australia’s key markets will require greater offshore

participation by Australian institutions.

Singapore’s aim to establish itself  as a regional hub for international education has opened the way

for a number of  joint-ventures between foreign institutions and the country’s own top-tier universities.

UNSW Asia, scheduled to commence operations in 2007, will be Singapore’s first foreign-owned

university, and the first wholly Australian-owned and operated research and teaching campus to be

established overseas.

In China, there are numerous Australian institutions working with Chinese partners to deliver courses

across a wide spectrum of  disciplines and to strengthen Chinese universities’ capacity to conduct

basic research.
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Monash University is the first international university to have established a campus in Malaysia. Of

the five private international universities in Malaysia, three are Australian. In Vietnam, too, Australian

institutions have been at the vanguard of  that country’s introduction of  private education. RMIT

International is Vietnam’s first international private university.

Australia’s education exports and trade liberalisation

This report highlights the benefits for Australia’s trade in education from ongoing services negotiations

in the World Trade Organization and from FTAs concluded or proposed between Australia and key

trading partners.

In the WTO, the 2001 Doha Ministerial Declaration launched a new round of  multilateral trade

negotiations. Market access negotiations under the General Agreement on Trade in Services (GATS)

are an integral part of  the Doha Round. Under the Agreement, WTO Member countries are able to

make requests of  other members to provide market access to their education sectors and address

specific restrictions on trade in education services.

The Australia–US Free Trade Agreement represents a significant outcome for Australia’s exporters

of  education services. Australia is already a net exporter of  education services to the United States,

and the FTA should provide a robust framework to support the continued growth in our education

exports to the United States.

The Singapore–Australia Free Trade Agreement (SAFTA) has also achieved a number of  important

outcomes for education, going beyond the GATS on market access and national treatment, to the

benefit of  Australian exporters of  education services. The Agreement provides for national treatment

and greater market access for Australian education providers seeking to establish their presence in

Singapore. Singapore Government overseas scholarships are now tenable at Australian universities

under SAFTA and the number of Australian law degrees recognised in Singapore has increased to ten.

Education is an important and growing sector in bilateral services trade between Australia and China.

Several Australian universities have strong links with Chinese institutions dating back to the 1980s.

China was Australia’s leading source country for international student enrolments in 2004, with a

total of  68 857 Chinese nationals enrolled in courses in all Australian education sectors, and there

are an estimated 30 000 students studying Australian programs in China.

At present, foreign education service suppliers meeting qualification requirements may provide

education services in China if  they are invited or employed by Chinese schools and other education

institutions. However, Australian education service providers and investors face a range of  challenges

operating in or conducting business with China. These include licence and market access restrictions

and limits on foreign equity and joint-venture partnerships with Chinese investors.
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An FTA between Australia and China could enhance existing Australian participation in Chinese

education. It could also open the way for additional modes of  delivery by removing regulatory or

other barriers that restrict the cross-border supply of  education. This would facilitate investment and

the commercial presence and movement of  education professionals; and accelerate the mutual

recognition of  academic qualifications.

There could be few more compelling examples of  the benefits and challenges of  globalisation than

the emergence of  the global education market over the past quarter century. Asia’s rapid economic

development has been the key driver of  global demand for international education. The rise in per

capita incomes has afforded the citizens of  Asian countries opportunities to access higher education

through international education that were, for the most part, unavailable to previous generations.

Development, however, has also exposed capacity constraints in higher education across Asia.

Importantly for Australia’s onshore enrolments of  international students and Australian institutions’

delivery of  education services offshore, Asian countries continue to embrace international education

as populations grow and as national incomes increase. The liberalisation of  services trade is enabling

Australian institutions to meet this growing demand, both in Australia and overseas.
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C h a p t e r  1

THE GLOBAL EDUCATION MARKET

KEY POINTS

• The total number of students undertaking courses outside their home

countries has almost doubled since 1980.

• The growth of the global higher education market will continue to be

driven by demand from Asia.

• Private higher education and the encouragement of international

education are important means by which developing and middle-income

countries can expand capacity in higher education.

• The export of higher education is also policy driven. Recent policy

drivers in some high-income countries that are active in the promotion

of trade in education include accepting full-fee paying students from

overseas to supplement skilled immigration and to generate revenue

for local universities.

• The United States is the largest supplier of international education;

however, in Asia, Australia and the United Kingdom are providing growing

competition to American institutions.

• Education features in current negotiations under the General Agreement

on Trade in Services in the World Trade Organization. The Agreement

has the potential to have a significant effect on trade in education.

• Mutual recognition of qualifications earned through international study

is an important issue that multilateral and bilateral trade negotiations

aim to address.

• International and national quality assurance frameworks are critical to

ensuring that qualifications earned abroad or from foreign affiliate institutions

located in students’ home countries are recognised domestically.
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Since the 1980s, internationalisation has been a major trend in education, especially in higher or

tertiary education.
1
  The large increase in the number of  students studying outside their home country

has been the principal driver of  the global education market. Where high-income countries once

assumed the inflow of  international students to their educational institutions to be steady and ever

increasing, the international trade in education, which is also termed cross-border education,
2
 is now

no longer passive. Education has become a global industry, driven by aggressive marketing overseas

of  degree programs by universities, the establishment of  offshore branch campuses and the inclusion

of  education as a key services sector within bilateral and multilateral trade agreements.

The emergence of  the global higher education market reflects:

• economic growth in the Asia Pacific region

• insufficient capacity in domestic higher education in countries with growing demand

• continued expansion of  English as the global language of  business, politics, academic research

and popular culture

• in high-income countries, policies promoting trade in education

• demand for skills and knowledge  in  developing  and  middle-income countries to match increased

investment in service industries

• policy changes in Asia that have led to the restructuring of  public universities and establishment

of  private universities, including joint-ventures with foreign institutions

• the increasing importance of  private education in higher education.

The continued expansion of  international education will also be affected by:

• further negotiations in the WTO and in bilateral free trade agreements (see Box: Trade in Education

and the General Agreement on Trade in Services)

• the need for quality assurance and mutual recognition frameworks.

1 Higher education is also termed tertiary education. Entry into higher education is usually dependent on successful completion
of  primary and secondary education. Countries in the OECD classify higher education into two categories: Tertiary type A,
which refers to programs that are theoretical and have a minimum duration of  three years, and Tertiary type B, which refers
to technical or vocational programs that have a minimum duration of  two years (US Department of  Education, 2005).

2 The OECD defines cross-border education as “situations where the teacher, student, programme, institution/provider or
course materials cross national jurisdictional borders.” In the WTO, cross-border education is defined within the GATS as
being confined to the provision of  the service offshore, for instance by an affiliate campus offshore or by distance learning,
and does not include the movement of  students to supplier countries (OECD, 2004c; DFAT, 2005).
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TRADE IN EDUCATION AND THE GENERAL AGREEMENT ON TRADE IN SERVICES

The General Agreement on Trade in Services, since its establishment in 1995 within the

World Trade Organization, constitutes the first multilateral, legally enforceable agreement

covering trade and investment in services. The aim of  the GATS is to liberalise trade and

investment in services. Previous international trade agreements covered trade in products

but not services. The GATS sets out general and specific obligations for trade in services,

including the important general obligation of  non-discrimination, where a country should

not discriminate between its trading partners (giving them equally ‘most-favoured-nation’ or

MFN status); and it should not discriminate between its own and foreign products, services

or nationals (giving them ‘national treatment’).

WTO members also make specific commitments in services sectors, identifying the market

access and treatment that will be accorded to suppliers from overseas in their services markets.

The education services sector is one of  eleven sectors where WTO Members can make

binding commitments under the GATS.

The GATS sets out four ways by which services can be traded, called ‘modes of  supply’

(see Box: Defining Services Exports). Trade in education itself  is divided into the following

sub-sectors: primary education, secondary education, higher education, adult education

and other education.

Under the Agreement, Australia, as a WTO Member, is able to request other Members to provide

market access to their education sectors and address specific restrictions in trade in education

services, for example:

• recognition of  qualifications by countries whose citizens have graduated from Australian

institutions

• restrictions on equity provided by Australian investors setting up subsidiaries overseas

• restrictions on the remittance of revenue earned by Australian-owned subsidiary campuses

overseas

• requirements that Australian-owned campuses use local agents for student recruitment

• restrictions on Australian professionals working in other countries.

The GATS does not limit the role of  government in the regulation of higher education, including

the licensing and regulation of  procedures for foreign providers, quality assurance and

accreditation for foreign providers and foreign institutions. Australia’s education commitments

under the GATS are confined to private education services; and the GATS will benefit

Australian education service providers which have established a presence overseas, or have

exporting interests.

Source: DFAT, 2005b.
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TWO DECADES OF HIGH GROWTH

The number of  international students at all levels of  education studying in the member countries of

the Organisation for Economic Cooperation and Development (OECD) has almost doubled since the

early 1980s. Since 1998, the number of  international students in higher education in OECD countries

has increased by 34 per cent. In 2002, there were 1.78 million international students enrolled in

higher education in OECD countries, about 85 per cent of  the world’s total number of  students in

higher education (OECD, 2004a).

In 2002, the member countries of  the OECD hosted 94 per cent of  the world’s international students

in higher education. The OECD's major English-speaking countries, the United States, the United

Kingdom, Australia and Canada received over one million international students in higher education

and earned over US$ 2.5 billion in export revenue (Figure 1.1).

F i g u r e  1 . 1

Education exports have grown rapidly in English-speaking countries

Export earnings, US$ billions, and international student numbers in higher
education in the United States, United Kingdom, Australia and Canada,3 1998–2002

Source: Australian Education International, 2005c; US Department of  Education, 2004; Higher Education Statistics Agency, 2004;
OECD, 2004c; Citizenship and Immigration Canada, 2003.

3 Canada’s figures are for 2001 (OECD, 2004a; Citizenship and Immigration Canada, 2003).
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The United States hosts the highest number of international students

Given its economic, political and cultural prominence, especially since the end of  the Cold War, and

the growth of  English as the main language for international business and politics, the United States

is the number one destination for international students seeking higher education (Figure 1.2). In 2002,

582 992 students, 33 per cent of  international students in higher education worldwide, were enrolled in

institutions in the United States. The United Kingdom, with 227 273 tertiary level students from

abroad, accounted for 13 per cent, followed by Germany with 12 per cent and Australia with 10 per cent

(OECD, 2004b).

Over the last decade, there has been a significant increase in students in the United States from

China and the Republic of  Korea. The number of  Indian students enrolled in the United States has

doubled over the last decade (New York Times, 2005). Japan hosts large numbers of  students from

China and the Republic of  Korea, and is second only to the United States as the most frequent

destination for students from China (OECD, 2004b).

F i g u r e  1 . 2

The United States is the number one destination for international students

International students worldwide, 2002

Source: OECD, 2004b.

While the United States attracts the largest absolute number of  international students and dominates

the global education market, international students do not occupy as significant a proportion of

total enrolments in higher education as is the case in other OECD countries. In 2002, Australia, with

17.7 per cent (followed by Switzerland with 17.2 per cent), had the largest percentage of  total

enrolments in higher education consisting of  onshore enrolments by international students of  any

OECD country (Figure 1.3) (OECD, 2004b).
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F i g u r e  1 . 3

As a share of total enrolments in higher education, Australia hosts more
international students than any other OECD country

International students as a share of total enrolments in higher education, 1998 and 2002
4

Source: OECD, 2004b.

ASIA’S DEMAND IS SHAPING THE GLOBAL EDUCATION MARKET

The world’s most developed capacity in higher education is not found in the countries where there is

the greatest demand for student places. More than 50 per cent of  the world’s total post-secondary

students are in the developing world, mostly in the Asia Pacific region, and this proportion will rise as

population growth rates in the developed world continue to fall. As the trend in student enrolments in

the United States suggests, Asian countries’ share of the world’s total number of  international students

will continue to increase (Figure 1.4). China and India alone may account for more than half  of  the

total global demand for higher education by 2025 (IDP, 2003).

Since the 1980s, no other region has seen greater growth in demand for higher education than

Asia (see Chapter 2 Asia’s Impact on International Education). Asian students have led the worldwide

increase in numbers of  international students travelling abroad to study in higher education,

predominantly to the United States, Australia and the United Kingdom. In 2002, about 70 per cent

of  international students from Asia studied in these three countries. There has been a notable shift

since 1980 in all OECD countries that provide international higher education towards accommodating

demand from Asian countries.

Students from Asia dominate the global total of  international students enrolled outside their geographic

region, whereas most international students from European countries study in countries within the

European Union.
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F i g u r e  1 . 4

Asian students make up over half all international students in the
United States

International students in the United States from Asia and other regions, 1980–2002

Source: US Department of  Education, 2005.

China dominates the flow of international students to OECD countries

In terms of  the sheer volume of  its demand and on a global scale, Asia’s impact on the growth of

international education can be interpreted as China’s impact. Chinese students comprise the single

largest group of  international students enrolled in OECD countries (Figure 1.5).

F i g u r e  1 . 5

China is the leading source of international students to OECD countries

International students enrolled in OECD countries by top ten source countries, 2002

Source: OECD, 2004c.
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OECD countries are enrolling growing numbers of international students

While the United States is likely to continue to take more international students than any other country,

the number of  students enrolled in American institutions has increased at a slower rate than the

overall growth of  the global market in international higher education (Figure 1.6). In 2004, applications

from overseas to study in US universities at the graduate level were 28 per cent lower than in 2003,

and enrolments of  international students at American institutions at all levels fell for the first time in

30 years (New York Times, 2004). Student numbers from the Middle East to the United States fell by

nine per cent in 2003–04, on top of  a decline of  ten per cent in the previous year (Davis, 2003).

F i g u r e  1 . 6

The United States’ competitors are increasing international
student numbers

International students in non-United States OECD countries and the United States,
2001–02

Source: US Department of  Education, 2005; OECD, 2004b.

Tighter visa applications contribute to a decline in enrolments in
American institutions

The decline in the number of  people travelling to the United States to undertake courses has been

attributed to the imposition in 2003 of  tighter visa application procedures for international students, in

the wake of  the terrorist attacks of  September 11, 2001. However, this is not the sole reason  for  the

decrease in America's market share — other OECD countries are  actively  making  inroads  into

American  institutions’  dominance of  international education:
5

• Australia, the United Kingdom and New Zealand are reaping the benefits of  aggressive recruitment

drives in key countries, especially in North and South-East Asia

5 In February 2005, the US State Department announced that the United States would relax some visa restrictions after visa
measures imposed since 2003 contributed to a decline in applications from international students to study at American
institutions (Financial Times, 2005).
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• Courses are being tailored to suit the needs of  international students, specifically to compete

with those on offer in the United States: for example, universities in the European Union now offer

American-style degree programs taught in English.

Regionalism and historical and economic linkages influence
international education

The flow of international students generally reflects geographic and economic regionalism and historical

links between host and source countries. The United States, which attracts students from beyond the

Americas and where non-regional countries China, India, the Republic of  Korea and Japan dominate

onshore enrolments in higher education, has the world’s most international student body.

• The United Kingdom also attracts a large number of  Asian students; however, in 2000, the countries

sending the greatest number of  students to study in higher education in the United Kingdom

were Greece and Germany.

• Turkey is the source country for the highest number of  international students in Germany, a

reflection of  post-war Germany’s longstanding policy of  importing labour from Turkey.

• Japan and Australia are major destinations for students from countries in the Asia Pacific region, with

China making up the greatest single group of international students in both countries (Davis, 2003).

International students tend to pursue full-degree studies

The majority of  international students in higher education are enrolled in undergraduate courses,

except in the United Kingdom, where the majority of  overseas students undertake postgraduate

courses. In 2001, 45 per cent of  international students in the United States and 36 per cent in Australia

were enrolled in postgraduate courses (OECD, 2004a).

A larger proportion of  Asian students undertake full-degree studies abroad than is the case for the

European Union, where almost all students acquiring a degree in higher education do so at institutions

located in their home country. Those European students who do choose to study abroad are for the

most part engaged in short-term courses, often non-degree studies. Over 90 per cent of  American

students undertaking higher education overseas do so for one semester or less (OECD, 2004a).

THE ECONOMIC CONTRIBUTION OF EDUCATION EXPORTS

Education is counted in the national accounts of  supplier countries as an export. The most significant

contribution to exports from international education is when students, as non-resident consumers,

travel from abroad to study, pay course fees and incur living expenses. All spending by foreign students

is included within the category of  Personal Travel as Education-related expenditure (OECD, 2004c)

(see Box: Defining Services Exports).
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DEFINING SERVICES EXPORTS

In 2002, the world’s services exports were worth a total US$1.25 trillion, comprising around

22 per cent of  total exports of  goods and services or almost 18 per cent of  Current Account

credits for OECD countries. While international trade in services is not as significant as domestic

consumption of services, it is growing and of increasing importance in bilateral and multilateral

trade liberalisation.

The GATS defines four modes of  supply of  any service:

• Mode 1: where the service crosses the border. This includes the provision of  online or

distance education.

• Mode 2: where the consumer crosses the border. This refers to students travelling abroad

to undertake courses.

• Mode 3: where the supplier establishes a commercial presence abroad. This refers to the

establishment of  educational infrastructure or campuses in another country.

• Mode 4: where the supplier crosses the border. This includes short term course provision

in another country by education professionals.

Australia’s services exports falling within GATS modes 1, 2 and 4 are measured through the

Survey of  International Trade in Services undertaken by the Australian Bureau of  Statistics

and recorded in the Current Account of  the country’s Balance of  Payments. The Balance of

Payments statistics include educational services exports as:

• education-related travel: which covers all expenditure by foreign students in Australia,

including course fees, living expenses and on education-related materials. This category

accounted for 95.3 per cent of  Australia’s total education exports in 2003–04.

• other education services: including services such as fees for distance learning and services

delivered overseas by academics and consultants.

The trade balance of the Current Account records the great majority of  education services but

does not account fully for income earned by jointly-operated international education programs.

Mode 3 education services are not counted in trade statistics. If  an Australian university owns

a foreign affiliate overseas, the affiliate’s sale of services is not recorded as an export but as

income on foreign investment (still on the Current Account). In Australia’s case, the value of

education services supplied offshore by Australian providers is not fully known.

Source: DFAT, 2005b; OECD, 2004c.



P A G E  11

T h e  G l o b a l  E d u c a t i o n  M a r k e t

The value of  the global market for international education is difficult to establish. The OECD estimates

that in 1998 the total value of  international education was around US$30 billion, but believes that this

figure would be higher if  comprehensive data including for all types of  education were made available

by all exporting countries (OECD, 2004a).

In 2000, international students contributed an estimated US$12 billion to the US economy (Altbach,

2001). In Australia, international students studying in Australia contributed just over A$5.9 billion to

exports in 2003–04, an increase of  13 per cent on 2002–03 (DFAT, 2005a).

POLICIES PROMOTING INTERNATIONAL EDUCATION

International education has been encouraged for a variety of  purposes by governments of  countries

receiving international students. In some countries, the provision of  university places to overseas

students is a form of  skilled immigration aimed at addressing the effect of  ageing populations and

skill shortages in key industries. The recruitment of  international students may include scholarship

schemes that lead to opportunities for postgraduate employment and residency.

Australia, Germany, Canada, France, the United Kingdom and the United States (for postgraduate

students), view the export of  higher and technical vocational education as a means of  skilled

immigration that assists in strengthening competitiveness in key industries.
6

The expansion of  places for international students in exporting countries’ higher education reflects

several policy rationales, principally:

• a development agenda: this rationale has the longest history, where wealthier countries provide

scholarships for students from developing countries, with a view to contributing to recipient

countries’ development. The Commonwealth’s Colombo Plan and the Australian Government’s

Australian Development Scholarships scheme are examples of  this (see Box: Australian

Development Assistance and International Education).

• revenue generation: this rationale often includes opportunities for skilled immigration, yet for the

most part higher education and technical vocational training are offered to international students

on a full-fee paying basis, and institutions are expected to recruit international students as a

means of  supplementing government funding for their operations. Australia, the United Kingdom

(for non-European Union students), New Zealand and the United States (for undergraduate

students), emphasise the value of  international education as a growing source of  revenue for

their universities.

6 In Australia, onshore general skilled immigration is open to international students currently studying in Australia and who
complete their courses. This applies only to priority skill areas as listed on the Skills Occupations List by the Department of
Immigration and Multicultural and Indigenous Affairs (DIMIA, 2005).
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AUSTRALIAN DEVELOPMENT ASSISTANCE AND INTERNATIONAL EDUCATION

Education has long been a major feature of  Australia’s overseas development assistance.

Scholarships also play an important role in fostering and sustaining Australia’s relations with

developing countries, particularly in the Asia Pacific region.  From 1950, Australia contributed

to scholarships and training through UNESCO, the Colombo Plan, the Commonwealth

Scholarship and Fellowship Plan and the Commonwealth Cooperation in Education Scheme,

as well as through various schemes since then. From the 1940s until 1985, around 200 000

students were assisted by Australia, other donors or their own governments to study in Australia.

In 1996, the Minister for Foreign Affairs, the Hon Alexander Downer MP, approved the

establishment of  the Australian Development Scholarships (ADS), which came into effect in

1998. The ADS scheme replaced both the Australian Development Cooperation Scholarships

and the Australian Sponsored Training Scholarships, and is the principal mechanism by which

Australia provides scholarship assistance for individuals from developing countries to undertake

studies at Australian education institutions. The scholarships help to meet the human resource

development needs of  developing countries.

Nineteen Australian education institutions provide training and other services for ADS students.

With approximately 1000 students receiving ADS awards each year, there are on average

around 2500 ADS students per year from 34 countries. The largest recipients of ADS assistance

are Indonesia (29%),Vietnam (15%),Papua New Guinea (12.5%) and the Philippines (8%).

Regionally, East Asia is the largest recipient with 41.4 per cent, then the Mekong at 21.4 per cent,

Papua New Guinea, 12.5 per cent, Africa 10.3 per cent, South Asia 8.2 per cent and the

Pacific 6.2 per cent.

Students undertake studies at TAFE, university undergraduate and postgraduate levels, with

about 80 per cent studying for postgraduate qualifications at university. The major fields of

study are determined in consultation with partner governments so that they are targeted to

meet their capacity building and development needs.  Broadly, these cover economics; business

and administration; natural sciences; and engineering.

The ADS scheme is intended so that all students return home with skills that will contribute to

the development of  their own countries. Many awardees have gone on to become leaders in

government, academia and business in their own communities. The scholarship program has

helped also to promote Australia as a leader in international education. In the mid-1980s, the

majority of  overseas students studying in Australia were aid-sponsored: now only 1.6 per cent

of  all international students enrolled in higher education in Australia are funded through the

ADS scheme.

Source: AusAID, 2005.
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Countries sending students overseas encourage international education

Many of  the countries from which students travel to study in OECD countries encourage international

education as a means of  capacity building for national development. International students’ overseas

education is assisted through government scholarships. For example, China’s study abroad program

has sent large numbers of  students overseas to undertake courses in fields where there is a shortage

of  qualified graduates at home (see Chapter 2 Asia’s Impact on International Education).

In East Asia, Japan pioneered this tradition, dispatching its officials in large numbers to Europe and

the United States to study engineering, finance, public administration and agriculture throughout the

country’s period of  rapid modernisation in the late nineteenth century (see Chapter 2 Asia’s Impact

on International Education — Box: Japan’s Influence on Asian Education).
7
 In Malaysia, the People’s

Republic of  China, Hong Kong, China and Singapore, foreign providers are encouraged to establish

for profit ventures or form twinning arrangements and partnerships with local institutions. This is seen

as beneficial to domestic capacity building in key sectors and to strengthening domestic higher education.

GLOBALISATION AND INTERNATIONAL EDUCATION

Globalisation has had an enormous influence on the worldwide increase in demand for education.

The internationalisation of education is at once a driver and an effect of  increasingly mobile investment

capital and the ever expanding reach of  modern communications. The courses most studied by

international students are business, law and social sciences (Figure 1.7).

F i g u r e  1 . 7

International students in English-speaking countries study business, law,
social sciences

Australia, New Zealand and the United Kingdom: distribution of international
students by field of study, 2002

Source: OECD, 2004b.
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7 Japan hosted some of  the first twinning type arrangements between Western and Asian institutions, for instance with the
foundation of  Sapporo Agriculture College in 1878 by William Clark from Massachusetts Agricultural College (now University
of  Massachusetts, Amherst). Sapporo Agriculture College is today Hokkaido University.
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QUALITY ASSURANCE HAS AN IMPORTANT ROLE IN TRADE
IN EDUCATION

Multilateral and bilateral trade negotiations are currently seeking to address two related issues that

affect trade in education, namely quality assurance for courses undertaken by international students

and the mutual recognition of  academic qualifications between countries.

Quality assurance of  academic qualifications is the foundation of  their mutual recognition between

countries. Students face a significant disincentive to undertaking courses abroad if  the qualifications

they earn are not useable once they return home. This is especially the case for professional and

vocational qualifications, for instance in medicine and engineering. The recognition of  qualifications

in third-country labour markets such as the United States and the European Union, is integral to

Australian institutions’ competitive advantage in attracting international students.

Quality assurance in the context of  higher education is defined as verification that standards in program

design, teaching and assessment are being met.

There are three criteria for any effective national quality assurance, that it:

• protects the interests of  students and supports education providers

• is transparent, well-understood and well-regarded

• facilitates recognition of  qualifications and student mobility.

The need to strengthen quality assurance mechanisms is a consequence of the internationalisation

of  higher education. It is a recent notion and there are no more than about 20 major quality assurance

mechanisms in operation in only 15 countries. The push for quality assurance has been mainly at the

regional level. Countries in the Asia Pacific region are making progress in bilateral and intra-regional

mutual recognition of  academic qualifications. Initiatives include the ASEAN University Network, the

Asia Pacific Quality Network and the Association of  Universities of  Asia and the Pacific.

In Australia, quality assurance in higher education relies on legislation that provides for registration,

accreditation and auditing of  programs. The provision of  education and training services to overseas

students in Australia is regulated by the Department of  Education, Science and Training through the

Education Services for Overseas Students Act 2000 and associated legislation.

The purpose of  the legislation is to protect the interests of  people coming to Australia on student

visas, by providing tuition and financial assurance and by ensuring a nationally consistent approach

to provider registration (AEI, 2005b).

The Australian Universities Quality Agency has been set up as a joint Federal-State government

initiative to oversee audits of  universities and the state government agencies responsible for accrediting
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private institutions undertaking the delivery of  courses offshore. The Agency, which is an independent,

non-profit national agency audits and reports on the quality assurance relating to courses provided

offshore by Australian universities.
8

In Thailand, the National Education Act 1999 requires all higher education institutions to be audited

every five years by the Office of  Education Standards and Evaluation. Hong Kong, China and Malaysia

have bilateral quality assurance agreements with Australia.

Credit transfer and mutual recognition of qualifications

The ability to transfer credits earned abroad or from foreign affiliate institutions in students’ home

countries plays an important role in determining the attractiveness of  international education and

that of  individual countries’ institutions. The development of  trade in education services, in terms of

its scope and the nature of courses on offer, will rely increasingly on bilateral and regional arrangements

for mutual recognition between educational institutions and international students’ countries of  origin.

Internationally, the World Bank supports the development of  quality assurance frameworks in Eastern

Europe, South America and Asia. The OECD and UNESCO also are active in promoting good practice

in trade in education, national capacity building in quality assurance and the modernisation of  regional

conventions for the recognition of  qualifications.

The University Mobility in Asia and the Pacific (UMAP) association, established in 1993 by governments

and non-governmental participants in higher education, aims to enhance the mobility of  students

and staff  between countries in the region. In addition to its student and staff  exchanges, the association

has established a framework for the transfer of  academic credits from country to country. Since

1999, the UMAP Credit Transfer Scheme, which is based on a program pioneered in Europe, has

played an important role in the development of  twinning arrangements between institutions in the

Asia Pacific region, for example between Australian and Malaysian universities
9
 (AEI, 2005e).

Development of  mutual recognition frameworks in Asia is all the more urgent in light of  developments

in Europe, where the European Commission has focussed on promoting Europe as a destination for

foreign students. Quality assurance and mutual recognition of  qualifications are key components of

the Bologna Process, which involves 40 European countries in the creation of  an integrated European

Higher Education Area by 2010. The reforms are aimed at aligning different national systems to

increase comparability and transparency in quality assurance, mutual recognition of  qualifications

and credit transfer. When complete, the European Higher Education Area will include over 12 million

students and 4000 universities (AEI, 2005b).

8 The Australian Universities Quality Agency works to promote quality assurance in higher education and mutual recognition
of  qualifications. In 2005, the Agency signed a Memorandum of  Cooperation with the Hong Kong Council of  Academic
Accreditation, an established quality assurance agency, which covers areas as: exchange of  information; mutual
understanding; and staff  development and collaboration (AUQA, 2005).

9 In the 2005 round of  the Australian UMAP Programme, 110 projects from 29 Australian higher education institutions were
funded. The funded projects include 30 staff  visits to counterpart institutions and the participation of  340 Australian students
from a wide range of  disciplines in courses located in 16 countries (AEI, 2005e).
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IMPLICATIONS

The emergence of  education as a global industry has occurred over the past quarter century. As

Asia’s demand for higher education becomes more intense, the global market for education will

continue to expand. Universities from developed countries are competing fiercely in the international

market to increase enrolments of  full-fee paying international students onshore and offshore, in

students’ home countries. The drive to recruit international students reflects both the changing nature

of  higher education in exporting countries and the demographic and skill-related needs of  middle-

income and developing countries.
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C h a p t e r  2

ASIA’S IMPACT ON INTERNATIONAL EDUCATION

KEY POINTS

• Asia is the most important region for Australia’s continued growth

as an exporter of education. In 2004, 78 per cent of all international

students in Australia were from Asia, with more students from China

enrolling in Australian institutions than from any other country.

• In higher education, more students from China study abroad than

from any other country. In 2002, Chinese students accounted for

ten per cent of the world’s enrolment of students undertaking courses

outside their home countries.

• Until recently, countries in Asia have concentrated more of their

resources on the provision of primary and secondary education than

on higher education.

• Despite increased expenditure on higher education and rapid growth

in university enrolments in recent years, some Asian countries do

not yet have sufficient capacity at the tertiary level to meet present

and future demand from their nationals.

• China is looking to increase private investment in higher education,

including partnerships with foreign institutions, as a way of creating

more student places and accelerating the modernisation of its

higher education.

• In Malaysia and Singapore, the participation of private institutions is a

recent development, yet private education is now seen as central to

addressing domestic capacity constraints in higher education. Vietnam,

too, has undertaken the liberalisation and restructuring of its education

system and is an emerging market for private higher education.
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Asian countries have demonstrated the power of  education to accelerate economic growth and reduce

poverty. Development continues to fuel Asia’s demand for education; however, progress has revealed

an overall lack of  capacity in higher education across the region. International private education is of

increasing importance in Asia and includes both students travelling abroad and the participation of

foreign institutions in domestic higher education.

EDUCATION AND DEVELOPMENT

In 1993, the World Bank published The East Asian Miracle: Economic Growth and Public Policy,

which highlighted the success of  East Asian economies’ investment in primary and secondary

education as a major contribution to economic growth.
1
 The rapid economic advances made by

Japan during its modernisation in the late nineteenth century and again, after 1945, have been linked

to a strong emphasis on human capital development (see Box: Japan’s Influence on Asian Education).

Taiwan’s investment in education has been estimated to have added as much as 45 per cent to GDP

from 1965 to 1989 (Wang and Tallman, 1994).

However, when measured in per capita incomes, expenditure on education as a share of  national

output does not yield uniform returns across all countries (Figure 2.1). Returns to expenditure on

education per level of  education — at primary, secondary and tertiary levels — vary according to

countries’ stage of  development. The high-income member states of  the OECD exhibit similar levels

of  per capita income against expenditure on education. More specifically, in these countries, it is their

spending on tertiary education that has the most significant impact on overall returns to education

expenditure, where graduates of higher education earn the highest per capita incomes. This is generally

not the case in low and middle-income countries (see Box: Estimating Economic and Social Rates of

Return from Education). Malaysia's education spending, at around eight per cent of  GDP in 2001,

was above the average spent by OECD countries, and the share of  education expenditure allocated

to higher education also larger than the OECD average, yet the country's per capita income was

below the OECD average. Malaysia’s outlier status can be explained partly because the country’s

higher education is underfunded: expenditure is concentrated at pre-tertiary levels of  education.

1 The World Bank report analyses Japan, Republic of  Korea, Taiwan, Singapore, Malaysia and Hong Kong, China.
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F i g u r e  2 . 1

Economic returns on education expenditure are highest in
developed countries

Scatter plot of incomes, per capita PPP basis and percentage of GDP invested
in all levels of education, 20012

Source: UNESCO 2005a, 2005b; UNDP 2004.

Asia’s economic development and returns on education expenditure

For the most part, in developing countries rates of  return on expenditure on education are higher

from basic education than from tertiary education. However, in economic analyses of  East Asian

countries, and in particular of  the Republic of  Korea, the opposite has also been suggested. In the

case of  the Republic of  Korea, the country’s extremely rapid industrialisation saw rates of  return on

higher education grow quickly to exceed those from pre-tertiary levels. In this instance, increasing

returns to higher and technical education reflected the relative undersupply of higher education during

the country’s high-growth period from the late 1970s to the mid-1990s. Wages for skilled workers

grew dramatically due to an overall shortage of  skilled workers (Ryoo, Nam and Carnoy, 1993).

The Republic of  Korea’s rapid technological advances led to a surge in demand for skilled labour that

the country’s education system was not able to fulfil adequately. This is being repeated today in other

Asian countries, in China and Malaysia. International education is therefore of vital economic importance

in Asia to meeting the immediate labour force needs of  high-growth countries and to developing their

own capacity to provide the skills and knowledge required to sustain high growth into the future.

2 Purchasing power parities are currency conversions rates that both convert to a common currency and equalise purchasing
power of  different currencies. In other words, they eliminate the differences in price levels between countries. In current
US$ terms, one US dollar buys more in Ireland or in Iceland than it would in the United States.
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ESTIMATING ECONOMIC AND SOCIAL RATES OF RETURN FROM EDUCATION

Labour economists use various methods to assess the economic rate of  return from education.

The conventional approach is to compare average earnings of  people who have graduated at

the various stages of  education. In purely financial terms, expected future earnings from

education can be discounted to the net present value of  study using an internal rate of  return.

This is easiest in the case of  privately financed study, where the student or student’s family

bear the cost of  education and the gains from education in the form of future earnings represent

a cashflow that can be valued.

Social rates of  return include estimates of  the positive externalities of  education in the form

of labour force quality, literacy and health indicators: they are highest at the primary and

secondary levels that produce basic literacy and numeracy. Public investment in primary and

secondary education in developing countries yields the highest social and economic returns,

yet as countries develop and the composition of  output shifts from agriculture to manufacturing

and service industries, the pattern of  returns to each level of  education changes, with tertiary

education yielding increasing economic returns. In high-income countries, tertiary education

yields the highest economic returns.

Source: Tilak, 2001.

Asian countries spend less on each student in higher education

High-income and developing Asian countries spend on average the same proportion of  their gross

national income on education. Expenditure on education per student, however, in particular per student

in higher education, is not the same. The United States, which has the highest return on all spending on

education, commits the largest share of spending per student in higher education. Malaysia’s public

expenditure on education as a share of GDP is significant, and above the average spent by OECD

countries. However, the high level of  overall expenditure on education is not reflected in spending

per student in higher education, which in Malaysia is well below that of high-income countries (Figure 2.2).
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F i g u r e  2 . 2

High-income countries spend more per student in higher education

Asian countries lagging in higher education expenditure per student, US$, 1998
3

Source: UNESCO, 2005b; ADB, 2003.

JAPAN’S INFLUENCE ON ASIAN EDUCATION

Japan was the first country in Asia to include the attainment of  universal pre-tertiary education

as an objective within modernisation. Japan’s industrial rise, commencing in the late nineteenth

century, saw the transformation of  its economy from agriculture-based to that of  an industrial

power in less than 50 years. The Japanese approach to education contributed to a broader

East Asian outlook on the role of  education in economic development, a view characterised

by the following ideas:

• Human resources form the foundation of  national development: East Asian countries

have pursued export-oriented value added manufacturing that has relied upon high levels

of  physical and human capital formation.

• The state is the provider of  basic education: Japan pioneered the establishment of  a

national public school system in Asia, in the 1870s, and, after the Second World War, a

national curriculum, based on the American model, which standardised the teaching of

mathematics, science and language under the supervision of  the Ministry of  Education.

Japan’s National Curriculum is revised every ten years.

• Seeking knowledge and skills abroad: Modern Japan’s ‘founding fathers,’ a group of  highly

talented men who established the country’s political and civil institutions, financial system

and  manufacturing base had been sent overseas to England, France, Germany and the

United States to study in fields such as engineering, science, agriculture and law.

3 Malaysian expenditure is for public higher education only.
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• Public primary schooling and private tertiary learning: East Asia realised universal

enrolment and universal literacy and numeracy through extensive public expenditure on

pre-tertiary, especially primary education. The participation in higher education by private

secondary and tertiary institutions was encouraged to supplement the state’s investment

in education (Singapore and Malaysia excepted, whose large-scale support of  public

higher education reflects the influence of  Commonwealth-style social policy).

• Public higher education reserved for elite students: In Japan, the Republic of  Korea and

Singapore, public expenditure on higher education has been directed to schools and

universities which accept students on the basis of  their having passed a universal and

stringent entrance examination. The ‘best and brightest’ have tended to enter a select

group of  universities, to study engineering or law, before pursuing careers in industry or

the civil service.

The focus on basic education has served these countries well in supplying industry, commerce

and government with the skills needed for rapid industrialisation. Globalisation and the shift

to knowledge-based manufacturing and service industries have presented fresh challenges

to Asian education, to higher education especially. There is growing demand for courses

better suited to the needs of  international business and whose quality is recognised

internationally.

Source: Montgomery J. (ed), 1997; World Bank, 1993; Reischauer, E., 1988.

ASIAN HIGHER EDUCATION IS STRUGGLING TO MEET DEMAND

The Asia Pacific region is in the midst of  rapid economic and social change. Globalisation, combined

with population pressures, is driving significant changes in education across the region. Critical issues

facing education in Asia include:

• funding the expansion of  higher education to meet increasing pressure for student places

• responding to the labour needs of  knowledge-based manufacturing and service industries

• adapting to the emergence of  the global trade in education and the participation of  foreign

institutions in domestic higher education under the GATS

• implementing quality assurance and mutual recognition of  qualifications between countries.

The rapid increase in students from Asian countries travelling abroad to earn tertiary qualifications

since the 1980s, and the growth of  private higher education in some countries reflect a shortage of

higher education across Asia. In Malaysia, the lack of  places in domestic institutions has resulted in

international higher education playing an important role in expanding access to higher education for
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its citizens. In 2000, Malaysian students undertaking courses abroad comprised eight per cent of  all

Malaysians enrolled in higher education, whereby Malaysia had the highest ratio of  students enrolled

abroad to total student population of  any country in Asia (OECD, 2004a).

Demographic trends will maintain the pressure on access to higher
education in South-East Asia

Within the Asia Pacific region, substantial demographic differences exist between countries, which

have implications for access to higher education and the role of  international education in meeting

demand in some countries. Japan’s ageing population is in contrast to the younger populations of

South-East Asia. In 2002, in Malaysia, 33 per cent of  the population was aged 15 years or less, a

share considerably higher than the average for OECD countries, at 18 per cent (UNDP, 2004).

Malaysia’s aim to increase tertiary participation among people aged 17 to 23 years by 2010 would

be daunting even in the absence of  absolute population growth: so it appears even more ambitious

in the context of  country’s demographic profile. Vietnam, Indonesia and Thailand face similar

pressures (Figure 2.3).

F i g u r e  2 . 3

South-East Asian countries have younger populations than
high-income countries

Percentage of total population under age 15 in 2002, projected for 2015

Source: UNDP, 2004.
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PARTICIPATION IN HIGHER EDUCATION IN ASIA IS INCREASING

While gross enrolment ratios in higher education remain low relative to those in OECD countries, in

China, Malaysia, Indonesia and Vietnam, participation in higher education is rising
4
 (Figure 2.4,

Table 2.1). Enrolments in higher education in China grew from an estimated 2.18 million to 9.03 million

between 1992 and 2002 (National Bureau of  Statistics of  China, 2003). In India, too, total enrolment

in higher education has increased from 6.2 million in 1993 to 10.5 million in 2002 (UNESCO, 2005a).

Gross enrolment ratios are increasing also in countries in Asia with already well-established higher

education systems, in the Republic of  Korea, Malaysia and Singapore. The Republic of  Korea’s

enrolment ratios in secondary and in higher education are close to even, which indicates an almost

universal retention of  students from secondary to tertiary education. This also suggests that places

in higher education, regardless of  the quality of  education provided, are available for most students

seeking them. While the Republic of  Korea and Japan have sufficient capacity overall in higher

education, this is by no means the case in other countries in Asia.

F i g u r e  2 . 4

Enrolment ratios in higher education vary across Asia

Gross enrolment ratios in secondary and higher education, selected countries,
2001–02

Source: UNESCO, 2005b.

4 Gross enrolment ratio refers to the number of  students enrolled in a given level of  education, regardless of  age, expressed
as a percentage of  the population in the theoretical age group for the same level of  education. Ratios over 100 per cent, for
instance in secondary education, can overstate participation by including grade repetition (UNESCO, 2005b).
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Malaysia is seeking to increase participation in higher education

Higher education has developed considerably in Malaysia since the mid-1990s. Low retention rates

from secondary to tertiary level have been a key government concern. Although 11 years of  education

are provided, 90 per cent of  the Malaysia’s population completes only nine years of  education

compared to a 12 year average for 90 per cent of  the population in OECD countries. The current

Ministry of  Education Blueprint targets an increase in tertiary participation rates to 30 per cent of  the

17–23 year age group by 2005 and 40 per cent of  the 16–22 year age group by 2010 (EAU, 2005).

T a b l e  2 . 1

Participation in higher education is increasing in Malaysia

Level attained, percentage distribution by year, 1990–2003

Highest Level of Attainment 1990 1995 2000 2003

None 9.6 8.6 6.1 4.9

Primary 33.8 27.6 26.1 21.8

Lower-secondary 23.5 23.3 21.9 21.4

Upper-secondary 24.3 29.4 31.9 35.6

Post-secondary 3.2 4.2 3.6 3.8

Tertiary 5.6 6.9 10.4 12.5

Source: Department of  Statistics, Labour Force Survey Malaysia, 2004 (EAU, 2005).

ASIA’S DEMAND FOR INTERNATIONAL EDUCATION

More students from Asia undertake an international education in OECD countries than from any

other region (Figure 2.5).
5
 In 2002, students from Asian countries comprised 43 per cent of all

international students studying in OECD countries. Offshore enrolments by country from East Asia

and South Asia are the largest in number, with China alone the source country for nine per cent of  all

international students studying in OECD countries, followed by India and the Republic of  Korea both

with five per cent (OECD, 2004b).

Asian offshore enrolments are concentrated in the United States,
Australia and the United Kingdom

Around 70 per cent of  all Asian students studying overseas are in the United States, Australia and

the United Kingdom. In volume terms, since the 1990s the growth in the number of  students from the

Asia Pacific region studying abroad has been greatest to the United States. The number of  students

from Asian countries enrolled in American institutions has more than tripled over this period, from 94 000

in 1980–81 to 325 000 in 2001–02 (US Department of  Education, 2004). China, India and the Republic

of  Korea have been the main contributors (Figure 2.6).

5 The OECD includes Central Asia and the Middle East in their definition of  Asia.
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F i g u r e  2 . 5

East Asian students comprise the majority of the world’s international
students

Global offshore enrolments by sub-regions and major countries of origin, 2002

Source: OECD, 2004b.

F i g u r e  2 . 6

The number of international students from Asia enrolled in the United
States has increased more than three-fold since 1980

International students from Asian countries enrolled in the United States, 1980–2001

Source: US Department of  Education, 2004.
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China dominates Asia’s demand for higher education

In terms of  the number of  students enrolled abroad, China is the world’s largest consumer of

international education. China’s high rate of economic growth over the past quarter century has intensified

the country’s demand for higher education. Increasingly, China’s demand is a function of  the shift to

a market economy and the need thereby to supply new skills, for example in service industries,

whereas until the early 1990s, higher education in China had been subject to the directives of  a

centrally planned economy. The expansion of  higher education is critical to China’s development, yet

with demand for higher education forecast to grow, from just above 9 million places in 2002 to around

44 million student places by 2025, this will be a significant challenge (IDP Education Australia, 2003).

China first looked to international education in the late 1970s, under its study abroad program, to

train scientists, engineers and managers. By 2003, some 700 000 students from China had gone

overseas to 103 countries, mostly to the United States, with American universities in some instances

co-financing an estimated 40 per cent of  the total cost of  students’ tuition (Asahi Shimbun, 2005).

The program also allowed students able to obtain private funding to travel overseas to study in higher

education. The problem for China under the study abroad program was that a large portion of  the

students it sent abroad did not return to China after completion of  their studies. Some 75 per cent of

Chinese students who travelled abroad from 1978 to 2003 did not return to China. This has been

especially the case for PhD candidates.
6
 However, with economic liberalisation in China opening up

more private sector employment opportunities for students returning from overseas, the trend of  not

returning to China has been reversed.

The study abroad program continues to shape China’s participation in international education. In

2003, the Chinese Government financed the overseas study of  around 3500 students. The Chinese

Government contributes to the tuition expense of  around 90 per cent of  Chinese students abroad

(Asahi Shimbun, 2005).

While China’s gross enrolment ratio remains low compared to rates in high-income countries, it is

increasing rapidly, having risen from six per cent in 1998 to 13 per cent in 2002 (UNESCO, 2005a).

In China, since 1978, the ratio of students in higher education to secondary education has also increased,

from just over one student in higher education for every 100 students in secondary education in 1978

to nine students in higher education for every 100 in secondary education in 2002 (Figure 2.7).

In 1999, the Ministry of  Education issued The Action Plan to Revitalize Education Towards the 21
st

Century, which set out China’s aim to increase the university enrolment rate to 15 per cent of  the

tertiary age population by 2005 (Mohrman, 2003). Since the year 2000, China has been investing

more public resources in higher education. From the year 2000 to 2001, public expenditure on higher

education institutions increased from 98.3 billion to 124.8 billion yuan and the total number of institutions

6 Of  all Chinese students who studied in OECD countries from 1978–2000, 75 per cent did not return to China, including 85
per cent of  those who studied in the United States, 63 per cent in Japan, 55 per cent in Australia and 53 per cent in the
United Kingdom (OECD, 2004a).
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rose from 1225 to 1396. Among these are new universities such as the Orient University Town, which

opened in 2000 with an initial enrolment of  10 000 students (Peoples Daily, 2000). Overall, new

enrolments in higher education increased from 2.8 million in 1998 to 7.4 million in 2001 (National

Bureau of  Statistics of  China, 2003, 2002). However, China’s increase in public investment in higher

education is unlikely to meet the demand for places, projected to reach around 44 million by 2025.

China’s demand for international education is likely to continue to grow in the near future.

F i g u r e  2 . 7

Enrolments in higher education in China have increased, but remain low

Ratio of enrolments in higher education per 100 students in secondary education,
1978–2002

Source: National Bureau of  Statistics of  China, 2003.

FUNDING ASIAN HIGHER EDUCATION

The Asia Pacific region includes high, middle and low-income countries. There are considerable

intra-regional differences, in national incomes and demographic trends, and Asian countries’

expenditure on education varies accordingly, in terms of:

• shares of GDP allocated to pre-tertiary and tertiary levels

• share of  public education expenditure allocated to higher education.
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Asia’s education expenditure is concentrated on pre-tertiary levels

In Asia, shares of  both GDP and public expenditure allocated to higher education are significantly

less than those devoted to pre-tertiary education levels (Figure 2.8). Malaysia and China both direct

a large portion of  their GDP to education. In 2001, according to the OECD, Malaysia’s share of  GDP

spent on all levels of  education was seven per cent, above the OECD country mean of  five per cent;

however, the share of  gross national output given to higher education, at two percent, was equal to

that of  high-income countries (OECD, 2004b).

The same situation applies in China, where national expenditure on all levels of education, at five per cent

of  GDP, has not translated into more spent on higher education (UNDP, 2004). In China, despite

ongoing increases in public expenditure on education since the 1980s, total national spending on

higher education was less than one per cent of  GDP in 2001 (Figure 2.8).

F i g u r e  2 . 8

Total education spending in Malaysia and China is focused at
pre-tertiary levels

Shares of GDP on all levels of education and higher education, selected Asian
countries, OECD average and Australia, 2000–01

Source: UNESCO, 2005b; OECD, 2004b.

In low-income countries, public and private spending on all levels of  education comprise small shares

of  national income and government expenditures. In Indonesia, expenditure on education accounted

for only 1.3 per cent of  GDP and five per cent of  total public expenditure in 2001 (UNDP, 2004;

OECD, 2004b). Education expenditure, as a share of  GDP, is also low in Laos, Cambodia, Vietnam

and Papua New Guinea (ADB, 2003).
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Asian countries’ public expenditure on higher education varies

In some Asian countries, education expenditure in 2001, as a share of a total public expenditure, exceeded

the OECD average of  13 per cent for the same year. In Thailand, 28 per cent of  total public spending

was directed to education, while in Malaysia, the equivalent share was 20 per cent (Figure 2.9)

(OECD, 2004a, 2004b).

F i g u r e  2 . 9

Asia commits large shares of public expenditure to education

Share of public expenditure on all levels of education and higher education,
selected Asian countries and OECD average7, 20018

Source: OECD, 2004a, 2004b.

Public expenditure on higher education, as a share of  total education spending in 2001, varied widely

from country to country across Asia. Malaysia and Thailand exceeded the OECD average, committing

32 per cent and 29 per cent respectively of  total public expenditure on education to higher education,

while in China, in 1999, 12 per cent of  total public expenditure on education was allocated to tertiary

education, a figure well below the OECD average of  22 per cent. Expenditure per student in higher

education remains low in these countries, however. Conversely, in 2001, in high-income Asian countries,

Japan and the Republic of  Korea, only 10 per cent and 13 per cent respectively of  total public

expenditure on education was allocated to higher education, reflecting the importance of  private

institutions in both countries’ higher education systems (Figure 2.10) (OECD, 2004b).

7 OECD includes Japan and Republic of  Korea.

8 China figures are for 1999 (OECD, 2004a).
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F i g u r e  2 . 1 0

Malaysia's spending on higher education, as a share of all education
expenditure, is the highest of any country in Asia

Public expenditure on higher education as share of total education spending,
selected countries and OECD average, 2000–01

Source: OECD, 2004a; ADB, 2003.

REFORMS TO ASIAN HIGHER EDUCATION

The pressure to expand higher education is leading to the restructuring of higher education across Asia.

Reform programs in China, Malaysia, Singapore and Vietnam have important implications for the

global growth of trade in education and Australia’s role as a key supplier. Australian institutions operating

offshore are reaping the benefits of  changes in higher education in China and South-East Asia.

Private education is playing a greater role in Asia

There is great diversity in Asian higher education, in particular with regard to the role of  government

and degree of  participation of  private education. In China, India, Malaysia, Singapore and Vietnam,

almost all higher education has been provided by government, while in the Republic of  Korea, Japan,

Indonesia, Philippines and Thailand, a high proportion of  students in higher education are enrolled in

private higher education (Figure 2.11). Whether public or private, what is common across Asia is that

domestic expenditure on higher education is not increasing at a rate fast enough to provide sufficient

student places or to fund much needed upgrading of  educational infrastructure in some countries.

China, Malaysia, Singapore, Taiwan, the Republic of  Korea and Vietnam have all undertaken significant

policy changes and are restructuring their higher education systems. In each of  these economies,

government is encouraging the participation of  private institutions, including from offshore, to add

capacity in higher education.
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The varying degree of  private participation in higher education across Asia will continue to have

implications for the development of  the global education market. The recent increase in the movement

of  international students has been from Asian countries, where public investment as a share of  total

expenditure on higher education has been dominant and where shortages of  student places have

developed. This is the case in South-East Asia and China.

The exceptions to this pattern have been high-income countries Japan and the Republic of  Korea,

where private education, often of  varying quality, is available but where access to the most prestigious

public universities is extremely limited. As international students, many Japanese and South Koreans

seek a quality and range of  courses not always available to them at home.

F i g u r e  2 . 1 1

Private expenditure on higher education varies widely across Asia

Public and private expenditure as shares of total spending on higher education,
selected countries and OECD average, 2000–01

9

Source: OECD, 2004a, 2004b.

The proportion of  private enrolment in higher education has increased across Asia over the past

20 years, as profit-based institutions take up demand not met by public education. In Japan and the

Republic of  Korea, private spending on higher education occupies a much larger share of  total

expenditure than in Singapore and Malaysia, where almost all higher education is financed publicly.

Japan has the world’s largest private higher education system. In a country where more than 65 per cent

of  high school graduates progress to post-secondary studies, 90 per cent of  tertiary level students

are enrolled in private colleges and universities (Figure 2.12).

9 The United States, Japan and Republic of  Korea are member states of  the OECD.
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F i g u r e  2 . 1 2

Japan and the Republic of Korea have the world’s highest shares of
students in higher education enrolled in private institutions

Percentage of total enrolments in tertiary education in public, private and
government supported private institutions, selected countries, 2002

Source: OECD, 2004b.

China

In the 1980s and 1990s, China undertook a significant restructuring program of  its universities aimed

specifically at increasing the country’s capacity to provide higher education. Reforms have included

the diversification of  funding through the introduction of  private education, strengthening technical

vocational education and a reduction in the number of  higher education institutions through the

merger of  universities. Since 1997, all higher education institutions in China have adopted a policy of

cost recovery in the form of  tuition fees, which rose quickly from an average of  1620 yuan per year in

1997 to 14 400 yuan per student in the year 2000 (Wenli and Weifang, 2001).

Prior to the 1990s, China’s centrally planned economy required government ministries to fund and

operate their own specialist universities and technical education institutions. These bureaucratic

jurisdictions were created to direct graduates to work in state-owned industries. Economic liberalisation

and the creation of  employment opportunities previously unavailable in China have rendered such

command and control of  higher education redundant. A number of  central ministries which used to

manage specialist universities have been abolished, while other specialist institutions have been

reassigned to the Ministry of  Education or transferred to the provincial governments. Some of  China’s

specialist universities are now only temporarily under the control of  ministries, subject to further

restructuring and consolidation.
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CHINA’S EDUCATION MARKET AND WORLD TRADE ORGANIZATION ACCESSION

Trade in services, including education, was included in negotiations leading up to China’s

WTO accession in 2001. China has made partial commitments under the GATS in the area of

trade in education services. China’s existing commitments, while qualified in some modes of

service supply, have broad sectoral coverage, in primary and secondary (excluding national

compulsory education), higher, adult and other education services (including English language

training). Cross-border delivery of  education services is now open.
10

Foreign providers can establish a commercial presence in China through joint-ventures, and

foreign majority ownership is permitted. Foreign individual education service suppliers meeting

qualification and minimum professional experience requirements may provide education

services in China if  invited or employed by Chinese schools and other education institutions.

The Ministry of  Education approves schools or institutions that are operated jointly between

Chinese and foreign providers.

Source: DFAT, 2005b.

Enrolments in private institutions in China, while increasing, comprise only a small portion of  the total

number of students in higher education. There were 711 000 students enrolled in private higher education

in 2003, which represented 6.4 per cent of total enrolments in higher education in China. Nevertheless,

private provision in higher education is being encouraged, with the adoption of  the Law on Private

Education Promotion 2003 intended to ensure both the quality of  education and protect the interests of

students. In 2005, there were 228 private higher education institutions in China, mainly offering three-

year advanced diplomas, with a small number offering undergraduate degrees (AEI, 2005b).

Foreign private participation in higher education, in the form of partnerships with local institutions, is

encouraged, being seen as a means by which Chinese institutions can improve the quality and scope

of  courses they offer. Interim provisions administering joint-ventures between Chinese and foreign

institutions were announced in 1995, and since then there has been a rapid increase in the number

of  Chinese-Foreign partnership arrangements in higher education. New regulations governing foreign

participation in higher education, the Implementation Measures for the Regulations of  Chinese-Foreign

Cooperation in Running Schools, were enacted in 2004. The regulation stipulates that no foreign

activity will be allowed in China’s compulsory education, that religious and military studies are not

permitted by foreign providers, and there can be no independently operated campuses or programs

(AEI, 2005b).

10 Mode 1 education services (see Chapter 1 The Global Education Market – Box: Defining Services Exports) are unbound in
China’s schedule of  specific commitments. All commitments in a schedule remain unbound unless otherwise specified.
When a WTO Member wishes to remain free in a given sector and mode of  supply to introduce or maintain measures
inconsistent with market access or national treatment, the Member’s commitments are described as unbound (WTO, 2005).
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AUSTRALIAN HIGHER EDUCATION IN CHINA

Australian education became aware of  China’s potential in the late 1980s and early 1990s.

Today, Australian institutions are at the vanguard of  international program delivery in China,

with an estimated 30 000 Chinese students studying in Chinese-Australian joint education

institutions in 2005.  Australian education in China includes English language, schools and

Vocational Education and Training (VET), with the largest share of  enrolments being in higher

education. Joint-diploma and foundation studies programs are common, having been established

with the aim of widening recruitment.

Students view these courses as a pathway to degree studies that can be completed in Australia.

In 2004, of  the 164 joint degree programs approved by the Ministry of  Education, 48 were

with Australian universities.

GRIFFITH UNIVERSITY

Griffith University has been active in its links with China for over ten years. The University has

Memoranda of Understanding (MOU) and Exchange Agreements with more than 38 institutions

in China.  Some of  these links include:

• an MOU with Tongji University for the development of  the Tongji/UN Environment Program

Institute for Environment and Sustainable Development

• twinning programs with Shenyang University of  Technology for degree programs in

International Business, Master of  Public Administration programs with China University

of  Political Science and collaboration with the Shanghai Institute of  Foreign Trade to

provide business training

• an agreement with Beihai City Government to provide technical and academic training

programs for government officials and its nominees, including workshops and short courses

in Engineering, Science and Technology, Education and the Arts, Business and Trade,

Nursing and Health Sciences.

THE INTERNATIONAL EDUCATION NETWORK

The International Education Network consortium of  Australian universities consists of  the

University of  Tasmania, La Trobe University, Macquarie University, Flinders University,

Northern Melbourne Institute of  Technology and an education recruitment company in

Shanghai. The Australian universities provide infrastructure, establishing institutes in

cooperation with Chinese institutions, and deliver Australian undergraduate university courses

including English language training.

THE UNIVERSITY OF TASMANIA

At present the University of  Tasmania is the only university in the consortium delivering degree

programs. Other partners deliver Diploma Programs. The University of  Tasmania has been

delivering undergraduate programs in three sites in China since 2003 as part of  the Network’s
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consortium. By the end of  2004, the University will have enrolled over 1500 students in China.

The University commenced teaching the following cross-border education programs from

September 2003:

• Bachelor of  Computing by the School of  Computing (Faculty of  Science, Engineering

and Technology) with Minjiang University and International Education Network Start

Institute at Fuzhou in Fujian Province. The first two years of  the program includes English

language tuition and units taught by Northern Melbourne Institute of  Technology as part

of  their Diploma. The University of  Tasmania accepts students into the second year of

the University of  Tasmania Bachelor of  Computing degree. This year is taught in China.

Students then study in Tasmania to complete the third year of  the degree.

• Bachelor of  Computing by the School of  Computing (Faculty of  Science, Engineering

and Technology) with Zhejiang University of  Technology in Hangzhou. The degree is

undertaken in China after one year of  English and Chinese units and is also referred to as

a 3 + 0 program.

THE UNIVERSITY OF TECHNOLOGY SYDNEY (UTS)

Together with Insearch, an education service provider wholly owned by UTS, the University is

involved in two major projects in China:

• operating the Sydney Institute of  Language and Commerce, a faculty of  Shanghai

University that offers English language and diploma programs and which is also the vehicle

for a double degree program, Bachelor of  Business Administration coupled with the UTS

Bachelor of  Business

• the Beijing Insearch Language School in cooperation with the Beijing Language and Culture

University and the University of  California.

DEAKIN UNIVERSITY

Deakin University undertakes the following activities in China:

• Master of Professional Accounting/CPA course offered in collaboration between Deakin

University and Capital University of Economics and Business (with CPA Australia & the Chinese

Institute of Certified Public Accountants). The first cohort of students commenced in 2001.

• Master of  Professional Accounting/CPA course is offered in collaboration between Deakin

University and Shanghai University of  Finance and Economics (with CPA Australia & the

Chinese Institute of  Certified Public Accountants). Students were first enrolled in this

course in 2003.
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TAFE GLOBAL

China emphasises the importance of  Vocational Education and Training in reducing skill

shortages evident in centres of  strong economic growth. The push to expand, strengthen

and improve the quality of  the delivery systems of  Chinese VET includes directives for Chinese

VET institutions to foster linkages with foreign institutions.

TAFE NSW Institutes commenced operations in China through twinning arrangements with

local Chinese Vocational Schools and Colleges eight years ago. The number of  TAFE Global

Chinese partner institutes has increased nearly threefold over the last 12 months to a total of

36 locations across 12 Provinces.

Since 2002, TAFE Global has had a Representative Office in Shanghai. This Representative

Office supports the promotion, establishment and management of  an increasing number of

Vocational Education and Training programs implemented by TAFE NSW Institutes in

partnership with Chinese institutes, including Vocational Schools, Colleges, Polytechnics and

Universities.

A broad range of  courses are delivered including English Certificate Programs to facilitate

student entry to TAFE Diploma level courses, and Advanced Diplomas in Accounting,

International Business, Information Technology, Logistics Management, Tourism, Hospitality

and Marketing.

Source: AEI, 2005b; Griffith University, 2005; University of  Tasmania, 2005; UTS, 2005; Deakin University, 2005; TAFE Global, 2005.

Vietnam

After the end of  the Vietnam War in 1975, the structure of  Vietnamese post-secondary education

followed  that of  the Soviet Union and China, where higher and technical education were provided

according to the dictates of  central planning. Institutions were segmented by economic sector, funded

by line ministries, and required to meet quotas of  graduates for employment in state-owned industries.

Since commencing its economic liberalisation program (or doi moi) in 1986, Vietnam has relaxed

restrictions on the private delivery of  education and training. In 2000, private post-secondary institutions

were allowed to operate. At present, institutions come under the following types of ownership:

• public: the government is responsible for capital investment and operating expenditures

• semi-public: the government provides capital investment and the institution covers operating expenditures

• people-founded: with the support of  a ‘socio-economic organization’ the institution is responsible

for capital and operating expenditures
11

• private: all capital and operational expenditures are covered by revenue earned from fees (Dang

and Nguyen, 2002).

11 People-founded colleges are not funded out of  the central education budget but established by ‘socio-economic organizations,’
for example an industry or trade association.
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The Government of  Vietnam regulates the operations of  semi-public, people-founded, private colleges,

universities and foreign-owned ventures. The Government is undertaking the conversion of  a number

of  public institutions into semi-public or people-founded institutions, and intends to raise the percentage

of  enrolment in private education to 30 per cent of  the total student population by 2010.

People-founded institutions still account for only a tiny proportion of  total enrolments, the majority

being enrolled in public institutions, but the non-public uptake of  students is increasing rapidly. Private

education, already available at pre-school level and in VET, is increasing at the tertiary level. At the

tertiary level, however, only two non-public universities and three colleges were established over the

period 1994–2004 (DFAT, 2005c).

At present, there are three general categories of  university in Vietnam:

• specialised universities, which focus on one area, for instance engineering, law or economics,

and the most recent types

• multi-disciplinary universities

• open universities, which charge fees but whose quality may be variable.

Education spending at all levels, which accounted for less than 10 per cent of  the state’s budget a

decade ago, is expected to account for 18 per cent in 2005 and 20 per cent by 2010. This is a high share

of public expenditure on education for a developing country (Dang and Nguyen, 2002).

Vietnamese higher education faces the following constraints:

• current public expenditure is not sufficient to fund the scale of  reform and restructuring required

• the quality of  education is generally not high: teacher training is underdeveloped; there is a shortage

of  trained lecturers and salaries are low; curricula across many fields are outdated; and quality

assurance and evaluation of  courses in higher education are in need of  strengthening

• social sciences and humanities dominate courses on offer, with a shortage of  courses in science

and technology, business administration and law.

Vietnam is aware of  the shortcomings in its higher education system. Development of  higher education

is one of  Vietnam’s highest priorities. Recent reforms to education have included:

• consolidation of  public universities for increased expenditure on the remainder

• location of  the regulation of  institutions under the Ministry of  Education and Training

• increased participation of  semi-public and private providers in tertiary education. At present there

are 16 private universities and seven private post-secondary colleges in Vietnam
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• encouragement of  foreign investment by allowing wholly foreign-owned institutions to be

established (Vietnam’s first private university is Australia’s RMIT International University Vietnam

— see Box: Australian Education in Vietnam)

• introduction of  tuition fees for students attending semi-public and people-founded institutions

• consolidation of  remaining specialist institutions into multi-disciplinary universities. Vietnam

National University Hanoi was established in 1993 as an amalgamation of  Hanoi University, Hanoi

Pedagogic University and Hanoi University for Teachers of  Foreign Languages.

Vietnam’s current economic and social development strategy has the following targets for higher

education:

• enrolment of 1.8 million students in post-secondary education, including: an increase in Master degree

candidates, from 11 727 people in the year 2000 to 19 000 by the end of 2005 and 38 000 by 2010;

and raising the number of  postgraduate students from 3870 in the year 2000 to 7500 by 2005 and

15 000 by 2010

• establishment of  a further 50 tertiary-level institutions over the next decade and the expansion of

private education

• reform to post-secondary institutions’ curricula to give greater emphasis to science and technology

and technical vocational training

• consolidation of public expenditure on the country’s national universities (Dang and Nguyen, 2002).

Vietnam also has a tradition of  sending students abroad to study in higher education, which

commenced in 1951 when the first group of students went to the Soviet Union. Until the 1990s, the world’s

communist countries had trained over 30 000 undergraduates, 13 500 postgraduates, 25 000 technicians

and thousands of  scientists from Vietnam (Kelly, 2000). The Government of  Vietnam continues to

make postgraduate education overseas available to a select few students, often with the cooperation

of  developed countries, including Australia, which makes more scholarships available to Vietnam

than any other bilateral aid donor (AusAID, 2005).
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AUSTRALIAN EDUCATION IN VIETNAM

As Vietnam’s strong economic growth continues, Australian institutions are active in helping

to meet the country’s growing demand for education. Australian tertiary and technical vocational

institutions are well placed to increase their share of  an expanding market. In 2004, Vietnam

had just over one million students enrolled in its own universities. In addition to the existing

27 non-public universities, institutes and colleges, Vietnam plans to establish up to 50 additional

private universities over the next seven years.

• Australian institutions are delivering courses in partnership with Vietnamese organisations

or autonomously. Twinning arrangements and credit transfer programs are being

undertaken by Australian institutions in Vietnam (see Chapter 3 Australia and International

Education — Box: Jointly-Run Higher Education Programs).

• RMIT, Swinburne University, La Trobe University and Sydney-based Kent College among

others have established a presence in Ho Chi Minh City. Many institutions are also

promoting in-Australia study to Vietnamese students.

• RMIT International University Vietnam is the first and, so far, the only fully foreign-owned

university in Vietnam. It has campuses in Ho Chi Minh City and Hanoi. RMIT offers Bachelor

of  Commerce (the most popular course), Bachelor of  Applied Science (with three areas

of  specialisation in Information Technology), MBA and Master of  Education degrees. It

also delivers corporate training courses. Future degree programs will include accountancy

and marketing, and tourism and hospitality. In 2005, the University opened a new campus

in Saigon South. This campus was built at a cost of  US$20 million and is able to

accommodate 3000 students and staff.

• Both La Trobe University and Swinburne University conduct courses in Ho Chi Minh City

in partnership with local universities. La Trobe University has joined with several local

universities to offer associate programs. In 2004, La Trobe launched an Australian Diploma

Studies Program in cooperation with Vietnam National University. Students will complete

one year of  study in Vietnam, followed by two years at La Trobe in Australia.

• La Trobe also cooperates with the University of  Social Sciences and Humanities in Ho

Chi Minh City to offer Bachelor of  Arts. Students undertake two years in Vietnam and two

years in Australia.

• Swinburne has had a presence in Vietnam since 1994, initially offering courses in

cooperation with the Vietnam Chamber of  Commerce and Industry. Since 1998, it has

offered a well recognised Master of  International Accounting Program in partnership with

Hanoi-based NEU Business School. To date, 108 students have graduated from this

program. Swinburne’s representative office in Ho Chi Minh City promotes study in Australia

as well as in-country corporate training courses and business award courses.
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• The University of  Queensland plans to deliver English language training in partnership

with Danang University, and establish a Language Institute with the financial support of

the US East Meets West Foundation.

• There are several Australian companies engaged in VET in Vietnam. Kent Institute, based

in Sydney, entered Vietnam several years ago in partnership with the Vietnam Chamber

of  Commerce and Industry’s training arm. In 2004, Kent Institute opened a wholly-owned

education centre in Ho Chi Minh City, and now has 250 students enrolled in its two-year

diploma programs in business and computer studies. Kent is also set to open a centre in

Hanoi and the Institute plans to offer tourism and hospitality training.

• IBT Education, which listed on the Australian Stock Exchange in 2004, has a representative

office in Ho Chi Minh City to promote its Institutes of  Business and Technology, which are

located in every mainland state of  Australia. The Institutes deliver business and vocational

training and diploma level university preparation courses, where international students

gain one year credit towards a full degree at a partner university, for example Queensland

Institute of  Business Technology cooperates with Griffith University. The partner universities

provide the teaching staff.

• Griffith University has signed a Memorandum of  Understanding with Ho Chi Minh City

University of  Technology. Under the agreement, students in civil and construction

engineering will undertake two and half  years in Ho Chi Minh City, followed by two years

at Griffith University in Australia, and will receive a degree from both institutions.

• Douglas Mawson Institute of  Technology, based in Adelaide, is one of  the largest providers

of  Vocational Education and Training in Vietnam. In 1999, the Institute commenced

delivering courses in partnership with Industrial College No. 4 (which became the University

of  Industry in 2005). Students can undertake courses towards diplomas in International

Business, Information Technology and Business Administration, and are taught by local

staff  and staff  from the Institute. More than 1500 students have completed these courses.

• Other Australian education providers are offering VET in Ho Chi Minh City, including the

private institutes UniTAFE and Bourne Griffith.

• In Hanoi, Victoria University of Technology provides the Hanoi University of  Foreign Studies’

delivery of  graduate studies in teaching English. In addition to teaching students English,

Victoria University monitors the quality of  local teaching and undertakes professional

development of  Hanoi University of  Foreign Studies’ teaching and administrative staff.

• IDP Education Australia has a strong presence in Vietnam, promoting in-Australia study,

and, through its affiliate company, ACET, is a major provider of  English language training

in Vietnam. IDP Education Australia, Australian Education International and Austrade

organise exhibitions promoting Australian capability in education.

Source: DFAT, 2005c.
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Malaysia

Before the 1990s, higher education in Malaysia was the preserve of  a handful of  state universities

that charged nominal fees to students who passed a universal university entrance examination. Native

Malays received preference over Chinese Malaysians in the allocation of  university places, a situation

which contributed to a significant outflow of  students from Malaysia to undertake higher education

abroad.

The Private Higher Educational Institutions Act 1996 sought to address the country’s lack of  capacity in

higher education by allowing the introduction of  private institutions. At present, there are 11 public

universities in Malaysia and six public university colleges.
12

 In addition to its public institutions, Malaysia

now has 11 private universities and five private university colleges. Of the 11 private universities, six are

Malaysian, three are Australian (Monash University Malaysia, Curtin University of  Technology and

Swinburne University of  Technology) and two are British (University of  Nottingham and De Montfort

University). The participation of  foreign institutions has assisted the increase in Malaysia’s total

enrolment rate in higher education, from 6 per cent in the early 1990s to 12 per cent by 2003 (AEI,

2005b; EAU, 2005).

The Eighth Malaysia Plan 2001–2005 emphasises the creation of  a strong human resource base to

support the development of  a knowledge-based economy and enhance productivity and

competitiveness. A cornerstone of  Malaysia’s current strategy is to increase access to education and

training at all levels. To achieve this, Malaysia has had to take measures to expand places in post-

secondary education, which have included the supply of  education services by foreign-owned

institutions (EAU, 2005).

In 2005, the Malaysian Public Services Department, which makes policies for recruitment,

remuneration, and training in the Malaysian Public Service, updated its list of  recognised Australian

study programs in social sciences, humanities and science at the undergraduate level. Prior to this

step only 41 Australian qualifications were recognised; the new list has increased this number to

1077 at the undergraduate level. Twenty nine Australian universities have benefited, with Deakin

University, for example, seeing an increase from one to 19 in the the number of  courses recognised

by Malaysia (AEI, 2005b).

12 Public and private university colleges are effectively small universities and offer only undergraduate courses. Private university
colleges were intended originally to replace twinning arrangements with foreign institutions with their own programs within
five years of  being classed as university colleges. This requirement was relaxed recently (AEI, 2005b).
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CURTIN UNIVERSITY OF TECHNOLOGY

The Curtin Sarawak Campus is a branch campus of  Curtin University of  Technology that

commenced operating in Malaysia in 1999 and in 2003 had enrolled 1410 students. Curtin

offers an English language program, pre-university studies, undergraduate degrees and

postgraduate degrees.

Pre-university studies include Foundation Commerce and Arts, which prepares students for

undergraduate study in Commerce, Arts and Social Sciences, and Foundation Engineering

and Science, to prepare for undergraduate study in Engineering, Science, Health Science,

Computing and Information Technology. Undergraduate degrees include Bachelor of

Engineering, Bachelor of  Technology, Bachelor of  Business Administration, Bachelor of

Commerce and Bachelor of  Arts. A Bachelor of  Science (Medical Science) degree will be

offered in 2006, subject to Government approval. Postgraduate degrees include Master of

Business Administration, Master of  Engineering and Doctor of  Philosophy.

In August 2003, Curtin Sarawak became the first international university in Malaysia entitled

to access the Intensification for Research in Priority Areas grants provided by the Malaysian

Ministry of  Science, Technology and the Environment. The main fields of  research at Curtin

Sarawak currently include the Soft Soil Centre, the Centre for Sustainable Energy and

Communication, parallel computing and Geographic Information Systems applications, palm

oil research, geopolymer concrete research, systems approach to aviation safety,

entrepreneurship in Sarawak, cultural approaches to teaching and learning, and media studies.

Source: EAU, 2005.

Malaysia is encouraging participation by foreign higher education institutions

The changes made to Malaysia’s higher education in the 1990s allow foreign tertiary institutions to

set up twinning arrangements with local institutions. Among the 400 existing private post-secondary

institutions, approximately 20 offer a US, UK or Australian-style degree program on a twinning or

credit transfer basis. Twinning programs normally require the first two years of  higher education to be

studied in Malaysia and the remainder of  the term completed in the partner institution’s country. The

range of  collaborative programs available includes:

• twinning programs (2+1) where students register with the college and foreign institution,

undertaking the first two years of  study in Malaysia and completing the final year in the foreign

university

• twinning programs (3+0) where students register with the provider to obtain a foreign degree but

undertake all three years of  their study with the private provider in Malaysia

• credit transfer programs where students accumulate credits through their local study and then

use these to apply to a foreign institution
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• advanced standing programs where the course is set up by the local college usually leading to

the award of  a diploma which is recognised in part or full by a foreign university for admission

• external degree programs where students are registered directly with a local or foreign university

and private colleges serve as the tuition centre

• joint-programs which lead to postgraduate degrees where the foreign university and local college

jointly design the curriculum (EAU, 2005).

MONASH UNIVERSITY MALAYSIA

Monash University Malaysia was established in February 1998 in Bandar Sunway at the

invitation of  the Malaysian Government and in 2004 had 2219 enrolled students. Its

establishment is a joint-venture between Monash University and the Sunway Group.

Monash University Malaysia offers eight undergraduate degrees at Bachelor level, in Business

and Commerce, Bachelor of Engineering, Bachelor of Computer Science, Bachelor of Information

Technology, Bachelor of  Business and Information Technology, Bachelor of  Science

(Biotechnology), Bachelor of  Science (Medical Bioscience) and Bachelor of  Communication.

In 2005, Monash Malaysia will offer a Bachelor of  Medicine/Bachelor of  Surgery degree,

although enrolled students will initially spend their first two years studying in Australia while

the Malaysian facilities are being built.

Monash University Malaysia has established the Biotechnology Resource Centre and is the

only private university in Malaysia to build and operate a physical containment laboratory for

experimentation on the genetic manipulation of  DNA. The School of  Business established

three research units in 2002; the Banking and Finance Unit, the Malaysian Business Unit and

the Economic and Business Modelling Unit. In 2002 the School of  Information Technology

established the Information and Communication Technology Enterprise Unit.

Source: EAU, 2005.

Singapore

Since gaining independence in 1965, Singapore has sent a large number of  students abroad for

study. Given Singapore’s openness to international trade and commerce, an international education

is held in high esteem and viewed as the path to leadership in politics, the civil service and commerce.

The Colombo Plan educated a large number of  Singaporeans in Australia and other Commonwealth

countries. Over 100 000 Singaporeans, including many of  the country’s political and business elite,

were educated at Australian universities.

Economic prosperity has increased the demand for higher education in Singapore dramatically; yet,

like Malaysia, Singapore has been unable to meet this completely through local institutions. Singapore

has allowed a small number of  foreign universities to establish branch campuses and offer graduate
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programs not available in Singapore. The University of  New South Wales’ Singapore campus, UNSW

Asia, scheduled to enrol students in 2007, will be Singapore’s first privately funded university, and the

first wholly-owned and operated research and teaching campus to be established overseas by an

Australian university.

Singapore’s ‘Global Schoolhouse’ initiative, launched in August 2003, aims to attract an additional

100 000 international full-fee paying students to undertake university courses in Singapore. The

country’s top-tier universities, the National University of  Singapore, the Nanyang Technological

University and the Singapore Management University, are seeking to strengthen their position in the

global and regional education market through partnerships with prestigious US, European and

Japanese universities. The invitation to foreign institutions to deliver courses and conduct research in

Singapore is intended to upgrade the quality of  education available to students domestically. The

foreign joint-venture partners see Singapore as a base from which to recruit more international students,

in particular from the Asia Pacific region, to their branch and home campuses. Singapore’s tertiary

age population is shrinking. This, when combined with the push to provide more university places

through the ‘Global Schoolhouse,’ will require sophisticated and competitive delivery of  undergraduate

level courses in Singapore by Australian institutions (DFAT, 2005d).

THE UNIVERSITY OF NEW SOUTH WALES: UNSW ASIA IN SINGAPORE

The participation of  UNSW Asia in Singapore reflects the Singapore Government’s plan to

develop Singapore as a major regional hub for educational excellence. UNSW is working in

partnership with the established Singapore universities, the polytechnic sector, local schools

and colleges. The first students will be enrolled in February 2007. UNSW Asia plans to enrol

3500 students by 2015 and 15 000 students by 2020.

UNSW Asia in Singapore will be a major research and teaching institution, independently

governed and run by UNSW. The UNSW Asia campus will be built on a greenfields site at

South Changi. It will offer a comprehensive range of undergraduate, postgraduate and research

degrees. The University will have many distinctive features. It will incorporate a cluster-based

teaching and research approach, underpinned by research centres.

UNSW Asia will be international in scope, with at least 70 per cent of  the student population

drawn from the region and elsewhere, and the remainder from Singapore. Leveraging some

of the current major research strengths of  UNSW, the new university’s research endeavours

will focus particularly on some of the major issues confronting the region over the coming decades.

Source: University of  New South Wales, 2005.
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IMPLICATIONS

Asia’s demand for higher education, from China in particular, will continue to shape the global market,

even as the region commits more resources to higher education. While South-East Asian countries

have in the past generally underinvested in higher education as a proportion of  their total investment

in education, more resources are now being directed to tertiary education. In China, Singapore,

Malaysia and Vietnam, the growing need to provide student places is shifting governments’ attitudes

towards increasing private participation in higher education. This is a positive development favouring

Australian institutions, many of  which are well placed to continue both the recruitment of  students for

onshore enrolment and the provision of  education services offshore in Asia.

However, as Malaysia and Singapore continue to invest in upgrading the quality of  their tertiary

institutions, and as undergraduate courses that have been neglected are now being offered

domestically, competition to Australian institutions’ onshore enrolments is expected to increase.

Singapore’s approach, which includes the introduction of  well known foreign universities in partnership

with local institutions, also has implications for Australia’s continued attractiveness as a destination

for onshore enrolments of  international students from the Asia Pacific region.

The global and regional market for international education is growing more sophisticated and

competitive as countries in Asia, in South-East Asia in particular, reform and restructure their higher

education systems, and expand private education, including that provided by foreign institutions.

Australia has been especially successful among OECD countries in attracting students to study

onshore; however, changing circumstances in Australia’s key markets will require greater participation

by Australian institutions in students’ home countries as well as innovation and flexibility in course

design and delivery, in order to meet Asia’s changing needs.
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AUSTRALIA AND INTERNATIONAL EDUCATION

KEY POINTS

• Education has developed quickly into an important export for

Australia, growing at an average rate of 11 per cent per year over the

past decade. Education exports were worth A$5.9 billion in 2004,

making the industry Australia’s fourth largest export.

• The contribution to exports from education is greatest from fees and

living expenses paid by overseas students enrolled in higher education

in Australia. All Australian universities enrol international students.

• International students enrolled in Australia provided approximately

15 per cent of Australian universities’ total revenue in 2004 and

comprised 18 per cent of total enrolments in higher education.

• The majority of international students in Australia are from economies

in the Asia Pacific region.

• The People’s Republic of  China is Australia’s main source of

international students, followed by the Republic of Korea, Hong Kong,

China and India.

• The most popular higher education courses taken by international

students in Australia are business administration and information

technology.

• The rapid emergence of Asian demand has complemented policy changes

in higher education in Australia that aim to supplement government

funding to universities with fees paid by international students.

• Australia is playing a key role in South-East Asian countries’ ambition

to expand higher education.

• The Australian Government cooperates with Asian countries to

develop regulatory frameworks, mutual recognition of qualifications,

and to strengthen quality assurance.

• Education is part of Australia’s bilateral FTAs.
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Australia occupies an increasingly prominent position in the global education market. The number of

full-fee paying international students in Australia has grown rapidly over the past decade and Australian

institutions are now providing education services offshore, in students’ home countries. Australia’s

most visible success has been in onshore enrolments, meeting the surge in demand in Asia for

higher education. The key factors in the growth of  international education as one of  Australia’s major

services exports in recent years have been its reputation for the provision of  quality and affordable

tuition and because Australia is an English-speaking country.

AUSTRALIA’S EDUCATION EXPORTS ARE INCREASING

Education is among Australia’s fastest growing exports, increasing by 13 per cent in 2003–04 to

become Australia’s fourth largest export overall in 2004 (Figure 3.2).
1
 Australian education exports

were worth an estimated A$5.9 billion in 2004, with 95 per cent of  this figure earned from fees and

living expenses incurred by international students enrolled in Australia
2
 (Figure 3.1) (DFAT, 2005a).

F i g u r e  3 . 1

Education exports have grown significantly since 1990

Australia’s education exports, A$billion, 1990–2004

Source: DFAT, 2005a.

1 Provisional estimate for calendar year 2004 at the time of  writing (DFAT, 2005a).

2 Exports of  education are recorded by the OECD and the Australian Bureau of  Statistics under receipts from Personal
Travel, as Education-related expenditures, which includes fees and living expenses.
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F i g u r e  3 . 2

Education services were Australia’s fourth largest export in 2004

Australia’s top five exports, A$billion, 2004

Source: DFAT, 2005a.

Education exports lead services trade growth

Australia’s services exports have been growing consistently over the past decade, at an annual

rate of  six per cent since 1994. Education exports are among the fastest growing services exports,

and at an average rate of  increase of  11 per cent per year since 1994, have exceeded annual growth

in total service exports (Figure 3.3) (DFAT, 2005a).

F i g u r e  3 . 3

Education exports are growing faster than overall services exports

Index of growth in total services exports and education exports, 1994–2004

Source: DFAT, 2005a.
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While services as a share of  Australia’s total exports have averaged 22 per cent over the past decade,

education has increased its share of  services exports, from 10 per cent in 1994 to 17 per cent in

2004. Moreover, Australia’s education exports constitute the largest share of  total services exports

of  any of  the major English-speaking countries supplying international education (Figure 3.4).

F i g u r e  3 . 4

Of the main English-speaking countries, education’s share of services
exports is largest in Australia

Trade in education as a share of total services exports, 1989–2002

Source: Higher Education Statistics Agency, 2005; IMF Balance of  Payments Statistics Yearbook, 2004; OECD, 2004b.

Full-fee enrolments in higher education are driving Australia’s
education exports

Until the 1980s, scholarships provided through overseas development assistance were the main

vehicle by which students from developing countries were able to study in Australia (see Chapter 1

The Global Education Market — Box: Australian Development Assistance and International Education).

In the mid-1980s, Australia followed the United Kingdom in introducing a fee-based market for

international education, which has resulted in Australian universities recruiting large numbers of

students from the Asia Pacific region.

Since 1980, there has been a thirteen-fold increase in the number of  international students studying

in Australia (OECD, 2004a). Australia now hosts 12.6 per cent of  the total number of  international

students in higher education in English-speaking countries and seven per cent of  all onshore higher

education in OECD countries (DFAT, 2005a).
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Over the last decade, the number of  international students undertaking courses in Australian higher

education has increased at an average rate of  15 per cent per year, from 35 290 in 1994 to 151 798 in

2004, with students from the Asia Pacific region comprising the majority (Figure 3.5) (AEI, 2005a).

The number of  international students in Australian higher education who are in either Australian

university branch campuses located offshore or Australian universities’ distance learning programs

is also increasing.

F i g u r e  3 . 5

There has been a rapid increase in international students enrolled in
higher education in Australia since 1994

International student enrolments in Australia in higher education, 1994–2004
3

Source: AEI 2005a.

The United States and Australia are the leading destinations for
Asian international students

Australia has made significant gains in market share in recent years, in 2001 becoming the second

largest supplier after the United States of  higher education to international students from the Asia

Pacific region (Figure 3.6). The region is Australia’s main source of  international students and

represents over 75 per cent of  Australia’s international education market.
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3 Enrolments in Australia are recorded by the Department of  Education, Science and Training, using information provided by
the Department of  Immigration and Multicultural and Indigenous Affairs and education institutions, in the Commonwealth
Provider Registration and International Student Management System (PRISMS) system.
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F i g u r e  3 . 6

The United States and Australia enrol the most international students
from Asia

Students from Asia enrolled in higher education in OECD countries, 2001

Source: OECD, 2004a, 2004b.

Enrolments from China make up the majority of international
students in Australian education

China was the top source country for international enrolments in Australian education institutions in

2004, with a total of  68 857, followed by the Republic of  Korea (23 810), Hong Kong, China (22 970)

and India (20 749) (Figure 3.7) (AEI, 2005a). Chinese students also contributed the greatest share of

all fees from international education earned by Australian institutions in 2004, followed by Malaysia

(Figure 3.8) (AEI, 2005a).
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F i g u r e  3 . 7

China dominates international student enrolments in Australian education

Enrolments in education in Australia by country, 2003–04

Source: AEI, 2005a.

F i g u r e  3 . 8

Chinese enrolments dominate growth of fee revenue to Australian education

International students’ spending on fees, by country, A$ millions, 2002–04

Source: AEI, 2005c.

0

10

20

30

40

50

60

70

80

China Republic
of Korea

Hong Kong,
China

India Malaysia Japan Indonesia Thailand United
States

Singapore

S
tu

de
nt

s 
in

 th
ou

sa
nd

s

20032004

0

100

200

300

400

500

600

700

800

900

1000

China Malaysia India Indonesia Republic
of Korea

Singapore Japan Thailand United
States

A
$ 

m
ill

io
ns

2004 2003 2002



P A G E  54

E D U C A T I O N  W I T H O U T  B O R D E R S   I N T E R N A T I O N A L  T R A D E  I N  E D U C A T I O N

AUSTRALIAN HIGHER EDUCATION AND THE UNITED ARAB

EMIRATES AND OMAN

An increasing number of  students from the United Arab Emirates and Oman are choosing

Australia as an education destination. Although the numbers are still small relative to students

from Asia, they have grown rapidly off  a low base. In 2000, only 239 students from the United

Arab Emirates and Oman were enrolled in Australian institutions. In 2004, 1447 students

from the United Arab Emirates and Oman were enrolled with Australian education providers.

Australian universities are also increasing their presence in the region. The University of

Wollongong and the University of  Southern Queensland both have campuses in Dubai, with

Wollongong University offering Bachelor degrees in Business Administration, Commerce, Computer

Science and Internet Science and Technology, Master degrees in Business Administration,

International Business and Quality Management, and English language programs. Melbourne

University Private has opened a Hawthorne English Language Centre college in Oman and

the Queensland Government has been involved in the development of  the Australian

International School, is scheduled to open in the Emirate of  Sharjah in September 2005.

Other Australian education institutions with strong links in the region include the University of

Queensland, which teaches at and administers Soha University in Oman; Edith Cowan

University which is involved in the Emirates in securities training; Box Hill TAFE, TAFE Global

and TAFE WA which are involved in project work throughout the region; and Griffith University,

which attracts large numbers of  Gulf  students.

The outlook for education and training opportunities in the United Arab Emirates is good.

Expatriate labour is used extensively throughout the seven member Emirates, but growing

unemployment among nationals has seen the respective governments embark on a policy of

workforce nationalisation, that includes increased expenditure on education.

Additionally, a number of  the Gulf  region’s economies are attempting to establish themselves

as education centres for the Middle East and Asia markets. Qatar is developing ‘Education

City’, providing world class facilities to attract international institutions, while the United Arab

Emirates is developing ‘Knowledge Village’ in a bid to become the educational hub for the

region. These facilities are likely to attract students from domestic markets and new students

from other regional markets.

Source: AEI, 2005a.



P A G E  55

A u s t r a l i a  a n d  I n t e r n a t i o n a l  E d u c a t i o n

Higher education enrolments make up almost half the total number
of international students in Australia

In 2004, higher education accounted for 47 per cent of  total enrolments of  international students in

Australia, the greatest share occupied by any education sub-sector. It follows that higher education is

the main source of  fees to Australian education earned from trade in education. Vocational education

and training occupied the second largest percentage share of  total enrolments in 2004, 17 per cent, yet

contributed only 11 per cent of  fees paid, while higher education was the source of  65 per cent of

total fees paid by international students in Australia (Figure 3.9) (AEI, 2005c).

F i g u r e  3 . 9

Growth in international student enrolments and fees paid by
international students per sector are greatest in higher education

Spending on fees by sector and international student enrolments,4 2003–04

Source: AEI, 2005c.

Onshore enrolments are the mainstay of Australia’s education exports

The majority of  international students undertaking courses provided by Australian educational

institutions are enrolled in Australia. In 2003, 67 per cent of  all enrolments of  international students

in Australian education were undertaking courses onshore in Australia.

Offshore enrolments are increasing, however, as more Australian higher education institutions enter into

partnership and twinning arrangements with institutions in students’ home countries, or establish branch

campuses (Figure 3.10) (see Box: Jointly-Run Higher Education Programs). Enrolments offshore grew

as a share of total enrolments in higher education, from eight per cent in 1994 to 28 per cent in 2003.
5

In 2003, of  total offshore enrolments in Australian education, 18 300 or 31 per cent, were enrolled in

Vocational education and training courses. Enrolments in distance education comprised 19 per cent

of  all non-resident enrolments in Australian higher education (AEI, 2005c).

4 ELICOS or English Language Intensive Courses for Overseas Students
5 AEI only collect offshore data for the higher education sector at this stage. The first data available for offshore VET is for

2003. The 2004 figures are for higher education only (AEI, 2005c).
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F i g u r e  3 . 1 0

Offshore enrolments in Australian higher education are increasing

International students enrolled in higher education in Australia and offshore,
1994–2004

Source: AEI 2005c.

JOINTLY-RUN HIGHER EDUCATION PROGRAMS

Australian educational institutions are currently involved in the following types of jointly-operated

international education programs:

• twinning programs: these involve linkages between an Australian and overseas-based

educational institution. The partner institution in-country usually delivers the initial

semesters of  any course, with the Australian institution educating the student for the final

stage or stages. The Australian partner institution designs the curriculum, and stipulates

course assessment and standards.

• branch campuses: Australian universities teach students undertaking their entire degree

at a branch campus. The degree awarded is an Australian degree.

• credit transfer programs: these allow students enrolled at an overseas university to transfer

their course credits to an Australian institution.

• accreditation programs: the Australian institution designs the curriculum and its

assessment, but leaves the overseas provider to teach the course without further Australian

input. Students are not granted Australian degrees.

• distance education: students are taught by correspondence, including Internet-based

learning, and do not reside near the campus of  the instructing institution.

Source: DFAT, 2004a.
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Enrolments in Australia reflect international demand for skills used
in service industries

The fastest growing degree and diploma courses provided by international education, in particular in

English-speaking countries, are business administration and information technology. Australia’s

onshore enrolments of  international students in higher education reflect this trend (Figure 3.11).

F i g u r e  3 . 1 1

Business administration and computer science are the most popular
courses of study for international students in higher education in Australia

International student enrolments in higher education in Australia, by field of study,
2002–046

Source: AEI, 2005c.

6 The figures are for enrolments not numbers of  students. The figures are for higher education only and do not include any
other sectors, for example VET (AEI, 2005c).
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EDUCATION AND AUSTRALIA’S FREE TRADE AGREEMENTS

Australia is open to concluding regional or bilateral free trade agreements that deliver substantial

gains to Australia. Free trade agreements are made between Australia and other countries so far as

they are comprehensive, comply fully with World Trade Organization obligations governing FTAs, and

facilitate greater economic integration between Australia and our trading partners. Education features

in Australia’s current FTAs, in agreements concluded as follows:

• The Australia–United States Free Trade Agreement (AUSFTA), which entered into force on

1 January 2005

• The Thailand–Australia Free Trade Agreement, which entered into force on 1 January 2005

• The Singapore–Australia Free Trade Agreement (SAFTA), which entered into force on 28 July 2003

• The Australia New Zealand Closer Economic Relations–Trade Agreement, which entered into

force on 28 March 1983.

Australia has entered into negotiations towards an FTA with Malaysia, completed a feasibility study

for an FTA with China, and is undertaking a feasibility study into a regional FTA with ASEAN. The

possible benefits to Australian education providers from FTAs are:

• market access for Australian institutions through relaxation of restrictions on foreign direct investment

• recognition of  Australian tertiary qualifications in students’ home countries and third-country labour

markets, this being an important factor influencing overseas students’ choice of  destination.

The Australia–United States Free Trade Agreement

The AUSFTA represents a significant outcome for Australia’s education services sector. Australia is

already a net exporter of  education services to the United States, and the FTA should provide a

robust framework to support the continued growth in our education exports to the United States.

In the AUSFTA, Australia has achieved commitments to national treatment obligations from the United

States in all education sectors, including higher education. National treatment means that the United

States is committed to not discriminating between its own and Australian products, services or nationals,

in this case to affording Australian education services national treatment (see Chapter 1 The Global

Education Market — Box: Trade in Education and the General Agreement on Trade in Services). The

only exceptions to national treatment in education are a range of  existing discriminatory measures at

the state level in the United States, and Australia has received commitment from the United States

that these will be reviewed.

Australian education is well placed to benefit in particular from an agreement under the AUSFTA to

set up a Working Group on Professional Services. The Working Group will provide a forum to

promote the mutual recognition of  qualifications and other requirements for professional services
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suppliers like doctors, lawyers, engineers, architects and accountants. The current absence of  strong

mutual recognition arrangements with the United States has been an obstacle to the expansion of

services trade.

The recognition of  Australian qualifications in the United States has important implications for

recruitment of  international students to Australia, who take into account the useability of their Australian

qualifications not just in their home countries, but in third-country labour markets, in particular the

United States. Progress in improving the recognition of  Australian qualifications for meeting licensing

and registration requirements in the United States is expected to provide real benefits to Australian

educational providers.

The AUSFTA will have no impact on:

• domestic policies in Australia in relation to accreditation and quality assurance of  Australian

institutions

• government funding of  the education sector — national treatment does not apply to subsidies

and grants (American institutions are not eligible to receive Australian Government funding).

The Agreement adds to progress made in WTO negotiations on trade in services. To date, in the

GATS, the United States has accepted national treatment obligations only in relation to the adult

education and other education services categories and has not accepted commitments in relation to

primary education, secondary education or higher education. Under the AUSFTA, the United States

has not taken out any education-specific reservations, other than a general reservation concerning

the right to provide public education and public training. This means that, in principle, the United

States has accepted national treatment obligations in all education services, including primary,

secondary and higher education, paving the way for an increase in Australian education exports to

the United States (DFAT, 2005b).

The Singapore–Australia Free Trade Agreement

Singapore is already a major contributor to Australia’s international student enrolments. Increased

cooperation in education under SAFTA will lead to new opportunities for Australian education providers.

The services sector dominates the Singapore economy. Under SAFTA, Singapore is required to accord

national treatment to Australian services suppliers, and to remove quantitative and other market access

restrictions on service suppliers.

Education makes a significant contribution to Australia’s services exports to Singapore. There were 31

400 Singaporean students enrolled onshore and offshore in Australian courses in 2003. Under SAFTA,

Singapore has provided full national treatment and market access commitments for university, adult

and VET, with only limited exceptions. Australian education providers can operate relatively freely in

Singapore. Singapore Government scholarships for students to study overseas can be used to enrol

in Australian universities (DFAT, 2004b).
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The Agreement has expanded the number of law schools in Australia that are recognised by Singapore,

from four to ten. The current SAFTA work program leaves open the possibility that Singapore may

recognise more Australian law degrees.

The Agreement provides a framework for both Governments to encourage cooperation between

Australian and Singaporean institutions in a number of  areas, including VET, distance education and

teacher training.

Several Australian universities have been pursuing new opportunities in Singapore.  Among these

are the Queensland University of  Technology and Griffith University. Both are looking to use the

improved environment provided by SAFTA to pursue further opportunities in the Singapore market.

The Thailand–Australia Free Trade Agreement

The Thailand–Australia Free Trade Agreement has improved the environment for bilateral trade in

services and for investment. Under the Agreement, Thailand permits majority Australian ownership

of  tertiary-level institutions specialising in science and technology, provided the facility is located

outside of  Bangkok.

Malaysia

In 2005, Malaysia and Australia agreed to launch negotiations towards concluding an FTA. The

agreement is expected to provide substantial benefits to Australian exporters of  education services.

Some Malaysian students have been be deterred from studying in Australia because not all degrees

and courses available are recognised in Malaysia.  Australian degrees attained through distance or

online education also may not be recognised. Recognition of Australian qualifications is a key issue the

proposed FTA will aim to address.

China

The 2003 Trade and Economic Framework between Australia and the People’s Republic of  China

included a commitment to undertake a joint feasibility study on an FTA. The Study, completed in

March 2005, concludes that an FTA between Australia and China could provide considerable scope

for further cooperation in education.

An FTA could seek to remove regulatory or other barriers that restrict cross-border supply of  education,

facilitate the commercial presence and movement of  educational professionals, and seek to progress

the mutual recognition of  professional and academic qualifications.

Recognising the importance of  education in national development, the Chinese Government is

supportive of  international education activities and cooperation with Australia which contributes to

the strengthening of  its education system.
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AUSTRALIAN GOVERNMENT COOPERATION WITH CHINA IN EDUCATION

China places great importance on cooperation at the government-to-government level in

developing its education system. The Australian Government has a critical role to play in

supporting Australian institutions and their participation in Chinese education. In particular,

Australia’s education and training relationship with China is formalised in the Memorandum

of Understanding on Education and Training 2002 between the Department of  Education,

Science and Training and the Chinese Ministry of  Education.

The Memorandum provides a framework for cooperation between the two countries at the

government-to-government level. The MOU established a mechanism for senior

representatives from both agencies to meet and raise key issues regarding education linkages

between Australia and China and to discuss areas of  mutual cooperation in the form of

regular Joint Working Group meetings. Under the Memorandum, DEST and the Ministry of

Education signed ‘The Arrangement on Higher Education Qualifications Recognition’ in October

2003, which aims to facilitate the mutual recognition of  higher education qualifications and

credit transfers. The Memorandum also covers information sharing and the promotion of

personnel and student mobility.

Source: AEI, 2005d.

China’s existing commitments under the GATS, while qualified in some modes of  service supply,

have broad sectoral coverage, including in primary, secondary, higher, adult and other education

services (see Chapter 2 Asia’s Impact on International Education — Box: China’s Education Market

and World Trade Organization Accession). At present, non-Chinese education service providers

meeting qualification requirements may provide education services in China if  invited or employed by

Chinese schools and other education institutions. At present, the Ministry of  Education and other

examination and approval authorities have approved 859 Chinese-Foreign cooperatively-run schools

or institutions (DFAT, 2005b).

IMPLICATIONS

Australian institutions are leading participants in the international trade in education, in particular in

the Asia Pacific region. Asia’s economic growth has had a considerable impact on Australia’s

emergence as a major supplier of  international education, with demand from Asia dominating onshore

enrolments in Australia over the past twenty years. Asia’s demand for higher education will continue

to define Australia’s participation in international education.

Australian institutions recognise, however, that continued growth in onshore enrolments cannot be

taken for granted. The appreciation of  the Australian dollar since 2003 has affected Australia’s

competitiveness in onshore enrolments. Institutions from Australia’s major English-speaking

competitors, the United States and the United Kingdom, are as active in the region as Australian

providers in recruiting students for onshore enrolment.
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In South-East Asia, Australian higher education institutions are leading the way in establishing branch

campuses offshore and forming twinning arrangements with local institutions. The need for Australian

institutions to establish their presence offshore can only grow in importance as the global education

market continues to evolve and thereby requires more sophisticated, tailored modes of  course delivery.

Recent rises in the cost of  study in Australia, in addition to steps undertaken by Asian countries to

improve the quality of  higher education and enrol more students in domestic institutions, adds

significantly to the importance of  Australia strengthening all aspects of  its competitive advantage in

the global market.

Factors critical to Australia maintaining its leading position in the provision of  international education,

both onshore and offshore, include maintaining and reinforcing national quality assurance and mutual

recognition frameworks, and establishing FTAs with major trading partners that offer prospects of further

liberalisation in key markets and a wider range of opportunities for service delivery by Australian institutions.
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