Institute of

Public Affairs

IPA RESEARCH NOTE

The $48 billion international education export myth

SEPTEMBER 2024

Dr Kevin You
Senior Fellow

Key findings

Australia’s international student market is frequently asserted to be Australia’s fourth largest export market,
just behind iron, coal, and natural gas, and was valued at $48 billion over the course of the 2023 calendar
year.

However, the claim, reinforced in government documents, is based on an assumption that any spending by
international students while studying in Australia is an ‘export’. This means that the expenditure of a student
who is working while studying, and spends the money they earn locally in the Australian economy, is
classified as export revenue.

Excluding the amount international students earn through employment while in the country finds:
e The true export value of international education in 2023 is estimated to be approximately $31 billion.

e This means that the export value of international education was overstated by approximately $17 billion,
or 53 per cent.

Background

International student education is regularly claimed to be an export worth $48 billion per year. In a speech
made to parliament in May 2024, Education Minister Jason Clare said that international education is “The
biggest [export] we don’t dig out of the ground. Our fourth largest export overall ... A $48 billion industry’."

This claim, published in government documents and reinforced in other official sources, skews debate in
other policy areas. For instance, an article in the Awstralian Financial Review in May 2024 presented this figure
in the context of an argument against the federal opposition’s policy to reduce the migration intake, noting:

Dutton’s ambition to get temporary migration down to 160,000 per year would mean one student would
have to leave the country for every one that arrives, effectively smashing the $48 billion international
education export sector.”

In its opposition to placing a cap on international students, the Business Council of Australia stated ‘higher
education was Australia’s fourth largest export and was worth more than $48 billion to the economy and
200,000 jobs, with students contributing more to the economy than they take out.”

Universities Australia, the peak body of Australia’s university sector similarly claimed, in August 2024, that
international education ‘Is our second biggest export behind mining—worth almost $50 billion to our
economy and suppotting around 250,000 jobs.™




The $48 billion claim was based on Department of Foreign Affairs and Trade’s (DFAT) ranking of Australia’s
top 25 exports in goods and services for the calendar year 2023, which placed ‘education-related travel
services’ just behind iron, coal, and natural gas as Australia’s fourth highest-value gross export—at $47.82
billion over the course of the year.’

Elsewhere, the quoted estimate was $36 billion.® This reflects DFAT’s estimate of international education
export for the financial year ending June 2023, at $36.43 billion. Increases in student numbers and the price
of tuition and other goods and services have resulted in a higher estimate for the year ending December 2023
than June 2023.

But both overstate the export value of international education. Additionally, the claimed value of international
student exports does not consider the narrow public benefit of the international education market
(concentrated in university sector revenue) nor the broader societal costs of international education through
the added strain on housing affordability, public services, and infrastructure.

This analysis investigates how much of the supposed international student export revenue was actually earned
in Australia and, therefore, was not a genuine export.

International education as an export

Generally speaking, exports are goods and services which are produced in one country and then sold to buyers
in another country. Whatever is produced in Australia and then purchased with money earned overseas counts
as an export.

An example of an export transaction is the sale of Australian gas to a Japanese energy company to produce
electricity in Japan, or the sale and shipping of Australian livestock to buyers in the Middle East. In both
cases, Australia is the exporting country. Our trading partners are the importers.

Aside from tangible goods, services can also be exported. A Korean student, living in Seoul, learning English
online from an Australian teacher, in Perth, can also be regarded as an export transaction because it fits the
definition of a service produced in the exporting country (in this case Australia) to buyers in another country
(in this case Korea).

However, the buyer does not have to be physically located in a different country for an export transaction to
occur. Tourism, for example, is a significant export for many countries, including Australia, even though
foreign tourists spend their money in Australia at the time they visit. Tourism is still regarded as an export
because the money spent by tourists is earned in a foreign country (i.e., in their countries of origin).

What matters is where the money is earned by the buyer. Money that is earned overseas and spent in Australia
counts as export revenue. Money that is earned in Australia and spent in Australia does not count as export
revenue.

The Australian Bureau of Statistics (ABS), from which DFAT gets its export data, regards all the money spent
by international students in Australia as export revenue — labelled ‘education-related travel services’ credits.
Specifically, it breaks down deemed international student ‘export’ into two revenue streams:

e  Fees: including tuition and other education-related fees; and

e  Spending on goods and services while the students live in Australia.
According to the ABS:

For education-related travel credits, the number of students is determined by the number of people, in
Australia, on a primary student visa (as reported by the Department of Home Affairs). The number of
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students is then multiplied by an average spend estimate from Tourism Research Australia (as per the
other travel sub-categories). This estimate is supplemented by the addition of the total expenditure on
course fees (of international students studying in Australia, sourced from the Department of Education,
Skills, and Employment).”

No deduction is made to recognise the fact that much of the money spent by international students in
Australia is actually earned in Australia. The assumption, then, is that the money spent by international
students while in Australia was all earned overseas.

Figure 1: International student expenditure in Australia
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This assumption is inconsistent with the fact that most international students living in Australia do earn
money in Australia. The law explicitly permits student visa holders to work in Australia over the course of
their studies and beyond.?

Money earned in Australia, and then spent in Australia, is not and should not count as export revenue.

This has prompted commentators and journalists such as Cameron Murray from Fresh Economic Thinking,’
Leith van Onselen from MacroBusiness," and University of Sydney associate professor Salvatore Babones,'"
to argue that the value of Australia’s international education export has been overstated. Van Onselen wrote:

The reality is that most students come from poorer nations with few financial resources and must work
in Australia to fund their living expenses and tuition fees.

Indeed, a recent survey by Navitas showed that students from South Asia and Africa selected a study
destination based primarily on their ability to obtain work rights, a low-cost course, and permanent
residency ... "

Quantifying how much the export value of international education has been overstated requires an estimate
of how much international students earn while in Australia.




International students by country of origin and labour participation

The overwhelming majority of international students in Australia come from low and middle-income
countries. Australia’s nominal gross domestic product (GDP) per capita in 2023 was roughly $97,000 per
annum according to data from the World Bank."

The world’s weighted average GDP per capita was approximately $20,000 per annum. This is higher than the
GDP per capita of each of the top 15 countries-of-origin of Australia’s international students in 2023.

The latest pre-pandemic census data, from 20106, suggests that approximately 52 per cent of international
students participate in the labour market in Australia.'* However, their labour market participation rate varies
considerably based on their country-of-origin. Students from lower-income countries such as India and
Bhutan have higher labour participation rates than students from comparatively higher-income countries such
as China and Malaysia.

In recent post-pandemic years, students from lower-income countries have made up a higher proportion of
Australia’s international student body. It is expected, therefore, that the proportion of international students
who participate in the labour market in Australia has increased.

Table 1 below presents the top 15 country contributors to international students in Australia and the estimated
labour participation rate for students from each country based on the latest pre-pandemic census data from
the ABS. The weighted average labour participation rate of all international students in Australia is estimated
to be 65.26 per cent.

Table 1: Top 15 countries of origin of international students in Australia in 2023

Sy G e GDP per capita Share of a]l'internati(?nal Estimz.ttf:d la.lbour
students in Australia participation

India $ 3,743 19.40% 771.77%
China $ 18,999 11.84% 20.73%
Nepal $ 1,994 11.08% 87.32%
Philippines $ 5,611 5.96% 80.17%
Colombia $ 10,513 4.51% 87.77%
Vietnam $ 6,547 4.22% 53.72%
Bhutan $5,343 3.79% 89.95%
Pakistan $2,119 3.66% 74.16%
Thailand $ 10,802 3.44% 69.69%
Sri Lanka $ 5,766 2.92% 74.08%
Brazil $ 15,128 2.87% 79.54%
Indonesia $ 7,441 2.62% 53.95%
Bangladesh $ 3,809 2.27% 66.51%
Malaysia $ 17,545 1.71% 41.19%
Mongolia $ 8,683 1.66% 65.76%
Others* $ 19,789 18.05% 51.78%

Source: World Bank, ABS, IPA. *Others’ GDP per capita and labour participation refer to world average and
total average student labour participation respectively




Estimated working hours and earnings of international students

Student visa holders can work up to 48 hours per fortnight while the study period is underway (the equivalent
to 24 hours per week). But there are no work restrictions while their course of study or training is not in
session,'” which means that they can work full-time hours for about half of the year if each year consists of
two 13-week semesters.

Between January 2022 and June 2023, work limits were removed, allowing and incentivising international
students to take up more hours of employment while in Australia.

To estimating the number of hours that international students work in Australia, we assume that students
work 48 hours per fortnight—or 24 hours per week—regardless of whether semester is in session.

The most common jobs for international students are in retail and hospitality. Other jobs include customer
service, food delivery, personal tutoring, translating, and web-testing.'® These jobs offer higher pay than jobs
in retail and hospitality.

Modern awards are industrial instruments that present a safety net and dictate the minimum hourly rates for
workers by industry in Australia. Not all employees are covered by awards, but those not covered by an award
generally earn more than employees who are covered by an award.

Under the General Retail Industry Award, a casual retail employee (level 1) must earn a minimum of $32.06
per hour. The evening weekday rate, when students are generally not in class, is $38.48 per hour. Students
who work as a casual on weekends or public holiday under this award earn significantly more.

For the purpose of estimating international student earnings, we assume that students, on average, earn the
average of the base weekday casual rate and the evening weekday casual rate, namely $35.27 per hour.

This is a conservative estimate for three reasons: 1) it assumes that students do not work on weekends and
public holidays; 2) award rates establish only minimum rates; employers are entitled to pay employees higher
rates than what is stated in the relevant award; and 3) the estimate uses level 1 employee classification from
one of the lowest-paying industries in Australia. International students who are engaged in higher-skilled work
and/or in higher-paying industries likely earn more than the houtly rate for a level 1 retail employee.

Spending earned in Australia and spent in Australia but counted as ‘export’
P g P P

Based on data from the Department of Home Affairs, over the course of the calendar year 2023, it is estimated
that there was an average of 602,315 international student visa holders present in Australia at any given time."’

Table 2: Number of student visa holders in Australia at the end of each month in 2023

January 473,514 July 654,870

February 585,847 August 660,765
March 582,758 September 664,178

April 595,076 October 672,782

May 610,065 November 612,099
June 568,753 December 547,075

Source: Department of Home Affairs

Of those students, it is assumed that 65.26 per cent participate in the labour market, earn an average of $35.27
per hour, and work 24 hours per week—thus earning $44,017 per annum or $39,112 per annum after tax.




Multiplying the estimated annual earnings of $39,112 by the approximately 393,053 students who participate
in the labour market (i.e., 65.26 per cent of 602,315 people) gives us the estimated $15.37 billion worth of
earnings by international students in Australia—a sum which should be deducted from the international
education export figure of $47.82 billion claimed by DFAT.

Moreover, the latest data from the ABS, released in June 2024, also reveals an overestimate of $1.14 billion
in the category of ‘education-related travel services’ credit."

Initial export claim $ 47.819,000,000
Spending earned domestically $ 15,372,974,048)
Statistical overestimate ) 1,143,000,000)
Estimated actual export $ 31,303,025,952

The true export value of international education in 2023 is estimated to be approximately $31.30 billion—not
$48 billion. This means that the export value of international education was overstated by $16.52 billion, or
roughly 53 per cent.

The application of this analytical approach to the $36.43 billion claimed as export revenue for the 12 months
leading to June 2023 returns an estimate of $11.80 billion domestic earnings and $24.63 billion actual export,
broadly in line with analysis published in Fresh Economic Thinking that found the true export number is
> 19

‘probably closer to a $15-20 billion’.

For more information contact Motgan Begg, Director of Research at mbegg@ipa.otg.au
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