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ABSTRACT 

The exporting of education has become an integral part of the Austrahan economy and 

is now Australia's third largest export industry valued at over A$3.2 billion. The 

impact that these large flows of students into the Australian economy (for significant 

periods at a time) is having on Australia's bilateral trade relationships with these source 

countries, is now a pertinent issue. As the literature on immigration flows has 

identified, social network theory is an important tool in explaining how cross border 

flows of people can stimulate international trade activity. What impact are overseas 

students' social networks playing in stimulating trade activity between Australia and 

their home countries? This research on the economic impact of Thai overseas students 

on Australia/Thailand bilateral trade flows is a timely study undertaken to answer such 

questions. 

Based on a review of the available literature on the ways in which overseas student 

flows can stimulate trade flows, and a thorough review of social network theory and the 

link between social networks and international trade activity; a conceptual framework is 

developed for the process through which overseas student flows stimulate international 

trade flows in Chapter Five. This conceptual framework provides the theoretical 

support to the 'International Education model of bilateral trade' that is developed in 

Chapter Six to quantify the long term economic impact of Thai overseas students on 

Australia/Thailand bilateral trade flows, as well as the design in Chapter Seven of the 

International survey targeted at Thai overseas students who have studied in Australia. 

The findings of the research highlight the significant impact that overseas student flows 

from Thailand to Australia are having on Australia/Thailand bilateral trade flows, and 
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also identifies the significant lag time that exists between the time when the overseas 

student completes their study in Australia and the time when the overseas student 

initiates some form of business activity with Australia. It also provides support to the 

important role that social networks play in reducing the natural barriers to trade. 

Finally, the research analyses some of the overseas student policy implications that arise 

from these research findings, and discusses possible directions and initiatives that the 

Australian government can consider implementing, to harness some of the possible 

trade benefits highlighted in this research. 

Key Words 

Social network theory, trade flows, overseas students, gravity model of trade, economic 

impact of overseas students, Australia/Thailand trade relationship. 
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Chapter One: Introduction 

CHAPTER ONE 

INTRODUCTION 

1.1 Introduction 

The process of globalisation has forced many economies to open their markets to trade 

with the rest of the world in order to attain economic growth and prosperity. All of 

these factors have led to massive increases in world trade where world exports of 

merchandise and services in 1998 totalled US$6.5 trilhon and the ratio of trade to global 

GDP has risen from 7% in 1950 to 23% in 1999 (World Trade Organisation, 1999). 

This rapid increase in global trade has led to strong growth in a number of developing 

economies particularly throughout the Asian region, that in turn has placed strong 

pressure on these countries educational systems. Most of these economies have been 

unable to meet the rise in demand for skilled labour as their educational systems have 

lagged those of the developed economies, both in resources and competency. In 

addition to this, as international education is a highly positive income elastic product, a 

strong increase in demand has arisen for international education services, particularly 

from developing countries. This has led to a common belief that the growth in world 

trade and the globalisation of the world economy has been the engine driving the 

increased demand for international education services. However, this thesis will 

attempt to show that the process of sending students overseas to study, and therefore 

enabling students to generate an international network of social and business contacts, 

can then become an engine in itself, driving growth in world trade. 

1.2 Overseas Students in Australia 

The number of overseas students studying in Australia has undergone massive growth 

over the past two decades. From around 2000 students in 1986, overseas student 
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Chapter One: Introduction 

numbers climbed to almost 70,000 in 1994, and to more than 150,000 in 1997 prior to 

the downturn caused by the Asian economic crisis (DEETYA, 1998)\ The Asian crisis 

impacted sharply on student numbers from the Asian region. However, this impact was 

a temporary one and numbers have continued to grow strongly since 1999, and totalled 

more than 180,000 students in the year 2000. The strong flow of overseas students to 

Australia has been affected by a number of general trends in the Asia-Pacific region. 

Rapid economic growth throughout a number of countries in this region led to uneven 

economic development between rural and urban sectors and between countries; rapid 

population growth and urbanisation was not matched by an increase in demand for 

education; as well as a growing disparity between the security and openness of Australia 

as opposed to the economic and political insecurity of a number of countries in the 

Asia-Pacific region. A number of key events have also affected the flow of students to 

Australia, including political conflicts and racial relations in a number of South East 

Asian neighbours, such as the ending of the Vietnam War, and the Tianamen Square 

uprising in 1989 (Nesdale, Simkin et al., 1995). 

As a result of this strong growth, education exports are now Australia's fourth biggest 

export earner valued at over $3.2 bilhon (DEETYA, 1998). As awareness of the size 

and strength of this industry has grown, there have been numerous reports undertaken 

identifying the direct economic impact overseas students are having on the Australian 

economy in the form of tuition fees and living expenditure (Baker, 1996; Dockery, 

1997; Duhs, 1997; Harris and Jarrett, 1990; Industry Commission, 1991; JoUey, 1997; 

Mazzarol, 1997; McKay, 1993; Hood and Metwally, 1993; Smart and Ang, 1993; 

Williams, 1989). However, scant attention has been paid to the long-term impact 

' This figure includes Higher education, secondary schools and ELICOS students. 
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Chapter One: Introduction 

overseas students studying in Australia may be having on Australia's trade relationships 

with these source countries. 

This thesis focuses in detail on Thailand, one of the main source countries of overseas 

students to Australia, and a country that has shown massive growth in student numbers 

over the last decade. In 2002, Australia became the primary destination of Thai 

students seeking an international education, overtaking the United States which has 

traditionally held this mantle. Examination of the trade relationship between Thailand 

and Australia in relation to this strong increase in overseas student numbers from 

Thailand, is the objective of this thesis and is undertaken using two distinct but related 

methods. 

First, a test to see whether a quantitative relationship exists between overseas student 

numbers and bilateral trade flows at an aggregate level is undertaken. Then an 

examination is conducted at a more micro level, through the use of an international 

survey, to identify what factors may link the process of a student studying in an 

overseas country and subsequent trade generation. 

1.3 Tlie International Education Model 

To undertake the first part of the analysis, a test to identify evidence of a relationship 

between overseas student numbers and bilateral trade flows is undertaken through the 

generation of an 'International Education' model of international trade. This model will 

be based on the gravity model of international trade. Undoubtedly, the gravity model, 

which has been described regularly as the 'work horse' for empirical studies on bilateral 

trade flows, has been the dominant approach to analysing international trade flows. Its 
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success lies in its ability to explain variations in bilateral trade flows across a wide 

variety of countries and periods (Eichengreen & Irwin, 1996). 

Tinbergen (1962) and Pohyonen (1963) were the fu-st to develop econometric models of 

bilateral trade flows. Their models explained bilateral trade between two countries in 

terms of their Gross National Products, Y, and the distance between them, D as follows: 

Where Xy is the value of exports from country i to country j , and A is a constant of 

proportionality. 

The gravity model has its basic foundations in physics, inspired by Newton's law of 

universal gravitation that states that the force of attraction between two objects is 

proportionally related to the size of their masses and inversely related to the square of 

the distance between them (Lung & Gunawardana 2000). That is, bilateral trade 

between two countries will be a product of the size of the two countries (ie. the size of 

their economy) divided by the distance between the two countries. The extent to which 

physical distance between countries impedes international trade flows has lessened over 

time as advances in transportation and telecommunications have decreased the time and 

costs associated with moving goods between countries. Also, as is demonstrated in this 

thesis, international social networks can have a similar impact in lessening the extent to 

which distance, be it in the physical or cultural sense, impedes trade. 

This thesis will use the gravity model as its base for analysing bilateral trade flows 

between Australia and Thailand in an attempt to identify what impact overseas student 
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Chapter One: Introduction 

flows can have on bilateral trade. The use of the gravity model is not unique in 

empirically testing the impact of various variables on bilateral trade flows. This 

technique has been used by a number of researchers in analysing the role of immigrants 

and their impact on bilateral trade flows (Gould, 1994; Head and Ries, 1998) and also 

the link between international travel and trade flows (Kulendran and Wilson, 1998). 

However, use of the gravity model in specifically analysing the impact of overseas 

student flows on trade patterns has been limited, with only two studies. McMahon 

(1992) looked at the role international study played in the acquisition and development 

of knowledge resources. It proposed the following two hypotheses: 

1. That the flow of students out from a third world nation to the world at large 

varied directly with the level of the sending country's economic strength, its 

involvement in global trade, state emphasis on education, and lower levels of 

home educational opportunities; and 

2. The flow of students to the United States varied dkectly with measures of the 

economic capacity of the sending nation relative to that of the U.S., levels of 

trade between the U.S. and the sending nation, the flow of U.S. foreign 

assistance to the sending nation, and levels of institutional support from the 

United States. 

The study found that global trade is a positive factor in fuelling overseas study. 

McMahon proposed that this could be due to a number of factors including that greater 

economic involvement with the world system corresponded with greater academic 

involvement, and that higher levels of global trade may imply changes in the internal 

labour market that may generate greater demand for education and expertise not 

available through education in the home country. Importantly, McMahon also found 
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that the concentration of trade with the host nation made a positive and significant 

contribution to the size of the international student population. That is, a specific 

nation-to-nation trade linkage corresponds with a nation-to-nation academic linkage. 

McMahon called for individual case studies to be carried out to validate her general 

statistical research. 

The second study which directly focuses on international student flows is a paper by 

Chen and Bamett (2000) who analysed international student flows from a macro 

perspective in order to determine the international student exchange network that exists 

in the larger context of global political and economic relationships. Sixty four countries 

that represent the largest number of international student exchanges is used in the study. 

The study described the international student exchange network, and its changes 

between 1985, 1989 and 1995 and addressed the following key questions: 

1. What is the structure of the international students exchange network in 1985, 

1989 and 1995 and does it follow Worid System Theory^? Who are the core, 

the semi-peripheral, and the peripheral countries in the international student 

exchange network? 

2. How has the international student exchange network changed and have 

events such as the ending of the Cold War had any impact on the pattern of 

international student flows? 

3. What is the relationship between a country's position in the international 

student exchange network and its level of economic development? 

^ World System Theory analyses the long-term social changes by combining the study of intersocial 
relationships and the economic and political relations within one global system. It groups countries in 
terms of three types of structurally equivalent components: the core, the periphery and the semi-periphery 
depending on the type of products they produce and specialise in. 
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Their report found that most Western industrialised countries including the USA, UK, 

Germany, France and Canada, have stayed in the center of the international student 

exchange network and that the flow of international students has become more closely 

linked to economic development. These economically powerful countries which have 

comparative advantages in the production of higher education, receive international 

students in significant numbers, reinforcing their position in the center of the 

international student exchange network. A country's position in the international 

student exchange network is significantly related to its GNP per capita in that higher 

education is tightly connected with economic development. Given the previous 

extensive research on the export led hypothesis and its relationship with economic 

development, this raises the question - given that there are significant relationships 

between (1) export growth and economic development and (2) international student 

flows and economic development, what is the relationship between international student 

flows and export growth? This question will be answered in the following Chapters. 

Clearly the use of overseas students as a key variable in modelling the trade relationship 

between Australia and Thailand will make this type of trade flow analysis unique and 

the results will greatly add to the sparse literature on this topic. 

1.4 The Inclusion of the Overseas Student Variable 

As mentioned earlier, overseas student flows are included as a variable in the 

'International Education' gravity model on the assumption that overseas student flows 

are a conduit to the generation of international social networks which can lessen the 

detrimental impact of the distance between countries on international trade flows. 

Distance can mean more than the physical distance that exists between the two countries 
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and can also refer to cultural distance. The rationale for including overseas students in a 

trade flow analysis model comes from two sources. The first being, the abundant 

anecdotal evidence available detailing the trade links that have originated from 'old 

school ties' and membership of University Alumni organizations. Almost without fail, 

reports on the benefits that overseas students bring to Australia comment on the 

increased cultural understanding and long-term economic trade linkages which are 

developed through exposure of local students to overseas cultures and the international 

networks that are created. However, research that attempts to quantify and expand on 

these long-term anecdotal effects is extremely limited. 

In summary, the reasons put forward in the literature as to why there may be a positive 

correlation between overseas students studying in Australia and Australia's trade flows 

with their respective home countries are as follows: 

• Overseas students educated in Australia exhibit a preference for importing 

Australian-made commodities (Holdaway, Bryan et al., 1988; Harris and Rhall, 

1993; Harris and Jarrett, 1990). 

• Students become familiar with Australian standards and practices, which increases 

brand loyalty for Austrahan products (Industry Commission, 1991). 

• The creation of positive attitudes by overseas students towards Australia (Kauffman, 

Weaver et al., 1992). 

• The creation of personal and institutional relationships developed in Australia by 

overseas students who may be able to facilitate or influence trading liaisons with 

Austraha in the futtire (Throsby, 1991; Industry Commission, 1991; Review 

Committee on Overseas Student Policy, 1984; Overseas Student Trust, 1981; Leslie, 

1989; Sargent, 1992). 
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Parallel to these arguments, there is also literature that supports the role of overseas 

contacts and culture awareness in the success of the export process (Austrade, 2002; 

Bakahs and Maharani, 1999; Elbashier and Nicholls, 1983; Ellis and Pecotich, 2001; 

Graham, 1985; Liang, 1995; McCallum, 1995; Reid, 1981; Rosson and Ford, 1982). 

The second reason for including overseas students as a key variable in modelling trade 

flows comes from the relatively new field of social network analysis which has attracted 

considerable interest over the past two decades from the social and behavioural science 

community and also, interestingly from economists. This interest by economists in 

social network analysis has arisen due to doubts regarding the practicality and 

usefulness of neoclassical theory in explaining numerous aspects of economic life 

(Ebenfield and Jussawalla, 1984; Biggart and Hamilton, 1992; Granovetter, 1992; 

Larson, 1992; Portes, 1995). 

In particular economic sociology has focused on the ways in which social influences 

can modify the maximising behaviour of individuals assumed by neoclassical 

economists. By looking at economic actors as rational but not socially atomised, in the 

sense that social relationships enter every stage of the process, from the selection of 

economic goals to the organisation of relevant means, economic sociology research has 

generated predictions which differ markedly from more conventional economic models. 

A social network as defined by Laumann, Galaskiewicz et al. (1978:458) is: 

'a set of nodes (e.g. persons, organisations) linked by a set of social 

relationships (e.g., friendship, transfer of funds, overlapping 

membership) of a specified type.' 
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The term network emphasises that each individual has ties with other individuals, each 

of whom has further ties with others, and so on. As Jackson and Wolinsky (1996) 

explains, informal social networks are used to communicate information and for the 

allocation of goods and services not traded on markets, and are the channels through 

which resources (either material or non material) can flow or be transferred 

(Wasserman and Faust, 1994). 

The importance of social relations and institutions in facilitating the search process in 

situations of imperfect information and uncertainty has been recognised for some time 

(Nohria, 1992b). Information transfer through informal social contacts has been found 

to be a primary mechanism by which search proceeds in markets with imperfect 

information. Unfortunately, the research that has been done in this area almost solely 

focuses on family and ethnic ties, in particular, immigrant links, and no empirical 

analysis has looked at this issue in the context of overseas students. Hence a unique 

opportunity exists to apply social network analysis in the context of overseas student 

flows to determine the effect of such networks in generating and facilitating trade flows. 

Analysis of the extent to which social networks play a role in stimulating trade is 

obviously very difficult to quantify. In order to provide further support to this 

hypothesis, research is undertaken based on an international survey of Thai graduates 

who completed part or all of their study in Australia. The objective of this survey is to 

identify to what extent, this type of respondent has been involved in business activity 

with Australia and what factors may have preceded and/or facilitated this involvement. 

This analysis will enable determination of the extent to which overseas students' 

international social networks play a role in any subsequent form of business activity. 
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1.5 Structure of the Thesis 

Because no research has undertaken an empirical analysis of bilateral trade flows using 

overseas students as a key variable, the focus of this thesis is to conduct such an 

analysis, by adapting the gravity model equation to incorporate the impact that the 

development and size of overseas students' social networks may have upon bilateral 

trade activity. This adaptation will take place within a network theory context using 

two distinct but related methods. 

The research will first test to see whether a quantitative relationship can be found to 

exist between overseas student numbers and trade flows between Australia and 

Thailand. As mentioned earlier, this analysis will make use of the gravity model as well 

as incorporating overseas student flows into the model. From this a new 'International 

Education' gravity model will be developed. Cointegration analysis will be used to 

model the short and long term trends of this relationship and in particular attempt to 

identify the lag time between when a student studies, and when they may generate 

business activity. 

The research will then seek to explain the relationship identified in the aggregate model 

by testing a number of qualitative variables identified from the International survey 

responses, to determine whether a relationship can be found between overseas students' 

social networks and trade flows. This will be determined by using a range of statistical 

tests on the survey data. To this end, the thesis is structured as follows. 

In Chapter Two, a survey of the available literature is undertaken on the development of 

Australia's international education sector and concurrent growth in demand for 
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education in Thailand that has placed enormous pressure on the Thai education sector, 

and led to large increases in Thai students furthering their studies offshore. Then an 

examination is conducted of the direct economic impact international students have had 

on the Australian economy through a range of avenues including: 

• The expenditure by students on fees and on goods and services; 

• The provision of ancillary goods and services; 

• The impact on the balance of payments; 

• Labour market adjustments; 

• Immigration issues; 

• Long term trade impacts. 

Chapter Three analyses the bilateral economic and trade relationships that exist between 

Australia and Thailand through analysis of the composition of trade between the two 

countries and discussion of the potential impacts of the recently finalised free trade 

agreement between Australia and Thailand. 

In Chapter Four, attention is turned to the non-direct economic impact overseas students 

have on the Australian economy. A review of the economics of networks is given 

which has grown in importance over the last two decades. Literature on social network 

theory is reviewed in a context that sheds light on the manner in which the practice of 

studying in a foreign country may facilitate and stimulate trade activity between the two 

countries involved. A review of the literature is given on the link between immigration 

and trade flows which can be used to gain a better understanding as to the channels 

through which social networks can help lessen the natural barriers to trade. Then 
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identification is made of the key mechanisms through which overseas students may 

stimulate trade flows with the foreign country they studied in. 

In Chapter Five examination takes place of the export decision making process, and in 

particular the social context in which the economic exchange occurs. Identification is 

made of the conditions and scenarios that lead to the creation of export exchange 

relationships, and how the existence of an international social network can play a role in 

this process. The importance of cultural awareness and foreign language ability in 

intemational exchange negotiations is analysed as well as the key benefits that overseas 

students derive from their intemational education experience. The Chapter concludes 

by developing a conceptual framework that is used to develop the quantitative and 

qualitative models to be tested later in this thesis. 

In Chapter Six a macro model is developed to quantitatively analyse the apparent 

correlation between intemational student numbers and two-way trade flows between 

Australia and Thailand, to test whether a quantitative relationship exists between the 

two variables. A survey of previous empirical studies is also undertaken on trade flow 

analysis providing a framework for the quantitative model. This is done by developing 

an 'intemational education' gravity model, justifying the adaptations made to the 

standard gravity model. Three key models are developed: 1) an analysis of Australia's 

export relationship with Thailand and the impact of overseas students, 2) an analysis of 

Australia's import relationship with Thailand and the impact of overseas students and 

finally, 3) an analysis of Australia's bilateral trade relationship with Thailand and the 

impact of overseas students. 
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Chapter Seven details the survey design, questionnaire design and sampling 

methodology used for the intemational survey. The theoretical purpose of this survey is 

to provide a micro-level insight into the relationship between student flows and 

international business activity that, in turn, may be reinforced by the results of the 

macro-oriented time series set out in Chapter Six. Respondents to this questionnaire 

previously studied in Australia and are now residing in Thailand, and were sourced 

from various University Alumni and Australian Government databases. The stmcture 

of the Intemational survey and the various hypotheses' to be tested are outlined. In 

particular, examination takes place of the extent that social networks have been used in 

any form of business activity conducted by questionnaire respondents, as well as the 

effects that conducting business within ones social network, have on the business 

transaction. 

Chapter Eight then provides a descriptive overview of Thai overseas student's study 

experiences in Australia, their business activity with Australia, and the role that then-

social network played in facilitating this activity. 

In Chapter Nine, analysis of the survey data is conducted to test the hypotheses listed in 

Chapter Seven. The data is separated into two groups. Entrepreneurs and Non-

Entrepreneurs and a range of tests are conducted to determine if: 

• The attitude of the respondent towards their study experience in Australia affects 

the likelihood that they will do some form of business activity with Australia. 

• The extent to which the leisure time spent with Australians impacts on the 

likelihood that the student will return to travel in Australia after they completed 

their studies. 
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• The amount of contact the student has with Austraha after they complete their 

studies, impacts on the likelihood that they will do some form of business 

activity with Australia and, 

• The respondent's personal profile (age, sex and marital status) differs between 

respondents who did undertake some form of business activity with Australia 

and those that did not. 

Chapter Ten presents a review of the thesis and provides an analysis of the results of the 

'macro' and 'micro' models presented in Chapters Six and Chapters Seven through 

Nine respectively. Discussion of the results targets possible implications the findings 

may have on Govemment policies related to overseas student flows and the subsequent 

impact this could have on bilateral trade relationships from which these overseas 

students are being sourced from. Limitations to the thesis are reviewed and suggestions 

for directions of further study are provided. 

1.6 Conclusion 

A review of the literature reveals that there is a serious gap in research regarding the 

link between overseas student flows and subsequent trade activity. Anecdotal evidence 

is often cited in studies on overseas students that relates to the possible trade stimulation 

effect overseas students can have through utilisation of their networks and connections 

generated during their overseas study experience. As previously mentioned, only two 

quantitative studies by McMahon (1992) and Chen and Bamett (2000) directiy focus on 

international student flows. This thesis is the first research that will model this 

phenomenon utilising both quantitative and qualitative analysis. 
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This thesis provides empirical evidence that the impact that overseas students are 

having on Australia's bilateral trade relationships with these countries is not minimal 

and deserves far more attention and research than is currently being undertaken. The 

notion that relationships and social networks are important in business relationships, 

particularly intemational ones is not a new idea. However, in the context of overseas 

students, and the significant size of the flow of students across intemational boundaries, 

it is quite reasonable to hypothesise that such a large flow of people between countries 

can be having a significant impact on the direction and composition of bilateral trade 

flows between source and host countries of overseas students. 
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CHAPTER TWO 

SETTING THE SCENE - TRENDS IN INTERNATIONAL 

STUDENT FLOWS AND THE AUSTRALIAN GOVERNMENT'S 

INTERNATIONAL EDUCATION POLICY 

2.1 Introduction 

This Chapter will review the available literature on the growth and trends in 

international education over the last two centuries. In particular, focus will be placed on 

the Australian Government's intemational education policies, particularly since the 

1980s, when the growth in overseas student numbers in Australia exploded. Analysis is 

provided of the direct economic impact to the Australian economy resulting from this 

large influx in overseas student numbers. Also, an examination is undertaken of 

Thailand's growth in demand for intemational education, one of the main markets 

driving this growth in overseas student numbers to Australia. Discussion of the reasons 

behind this massive growth in demand takes place as well as the policies implemented 

by the Thai Government to handle this situation. The Chapter concludes with a review 

of the economic impact that overseas students are having on the Australian economy as 

well as discussion of the costs and benefits associated with overseas student flows into 

Australia. 

2.2 Trends in International Student Mobility 

The post-war period has seen significant intemational trade reform accompanied by 

advancements in transport and telecommunications which has led to strong cross-

fertilisation of cultures and convergence of consumer tastes around the world 

(Salvatore, 1998). Global competition has become an accepted part of a firm's business 

operations and has forced firms to match world best practice and to undertake 
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continuous innovation. Companies must now have in place policies of global sourcing 

of supply, intemational product development strategies and global marketing 

frameworks (Jolley, 1997). The process of globalisation has forced many economies to 

open their markets to trade with the rest of the world in order to attain economic growth 

and prosperity. All of these factors have led to significant increases in world trade 

where world exports of merchandise and services in 1998 totalled US$6.5 trillion and 

the ratio of trade to global GDP has risen from 7% in 1950 to 23% today (World Trade 

Organisation, 1999). 

As international education is a highly positive income elastic product, this has led to 

massive demand for intemational education services, particularly from developing 

countries like Thailand as their economies have been unable to meet the increase in 

domestic demand for tertiary education. This has led to the common belief that the 

growth in world trade and the globalisation of the world economy are the engine driving 

the increased demand for intemational education services. However, as this thesis will 

attempt to show, the process of sending students overseas to study, therefore enabling 

students to generate an international network of social and business contacts, can then 

become an engine driving growth in world trade. 

Students who decide to undertake their studies abroad have been widespread for 

centuries as learning from the curricula and faculties of other societies has long been 

considered an asset for both the individual and their country (Lakshamana, 1976). In 

the middle ages, there were so many foreign students at the Universities of Bologna and 

Paris that they were known as studia generalia, which translates to 'places resorted to 

by scholars from all parts' (Williams, 1989b). Some sttidents were forced to sttidy 
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abroad as they were unable to get a university education at home while others chose to 

study with more famous scholars abroad. The majority of foreign students in the 19* 

century chose to study in German or French universities that specialised in scientific 

research. However by the end of WWQ, the United States had attained prominence in 

many fields of science and technology and hence the flow of students followed. 

At this time, Govemments of developed nations actively promoted the inflow of foreign 

students to their shores, incorporating these actions into their aid programs. The 

advantages of such policy were listed as the promotion of good relations with other 

countries in the hope of reducing intemational frictions and conflicts, the financial 

benefits to institutions in the form of fees, the contribution of student's expenditure to 

the economy, the spread or greater appreciation of the host country's language and 

culture, the promotion of exports as a consequence of familiarity with the standards and 

products of the host country acquired by foreign students, and the earnings of foreign 

exchange (Wilhams, 1989b; Nesdale, Simkin et al., 1995).The number of international 

tertiary students increased from approximately 240,000 in 1964 to 1.5 million in 1997 

and an estimated 4.9 million by the year 2025 (Dockery, Thorpe et al., 1997). Although 

there is a bilateral flow of students between developing and developed countries, the 

majority of overseas students come from developing countries and study in developed 

countries. Jones (1986) estimated that somewhere between 25 to 30% of overseas 

students study in developing countries. However the pattems of overseas student flows 

are quite dynamic and are subject to change and are tied into other issues related to the 

internationalisation of higher education including the concentration of the world's 

research output in a small number of developed nations, the centraUsation of public data 
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and transmission networks and the rise of English as the preferred language of 

commerce (Altbach, 1987). 

Jolley (1997) argues that this rapid growth in intemational student numbers over the 

post-war period reflects a strong positive income elasticity of demand for intemational 

education. In particular, he claims that four key factors have contributed to this 

situation: 

• The growing demand for language training and a wider cultural experience; 

• The accelerating growth of specialist knowledge has created niche market 

opportunities for international education providers; 

• The globalisation of many industries has created a desire to link educational 

experience with access to intemational networks; and 

• Rising income levels in many developing countries have boosted the demand for 

tertiary education relative to the domestic supply of that education, after allowing 

for quality considerations. 

In a paper on the impact of foreign study on academic institutions in both the 'host' and 

'sending' countries as well as the economies of nations, Altbach (1991) argued that 

foreign students are at the centre of a complex network of intemational academic 

relationships. They are the human embodiments of a worldwide trend toward the 

internationalisation of knowledge and research in an integrated world economy.' (pp. 

305) . In order to better understand the complex and multidirectional flows of foreign 

students, Altbach identified a range of variables affecting the magnitude and direction 

of these flows in both the host and sending country. These variables are hsted in Figure 

2.0.1. 
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Figure 2-0-1 Variables affecting the magnitude and direction of major flow pattems 

Host Country Variables 

1. Economic difficulties leading to 
restrictions on intemational students 
through measures such as higher tuition 
fees, e.g., United Kingdom, Australia 

2. Population changes leading to increases in 
available student places, e.g., some states 
in the United States 

3. Changes in foreign policy leading to 
completion of bilateral agreements 

4. Reemphasis on political commitments 
leading to an increase in inflow of 
intemational students from a given 
politically volatile region, e.g., 
Afghanistan 

5. Education policy changes leading to 
emphasis on international area and 
language studies and hence a greater 
commitment to study abroad programs, 
e.g., USA 

Sending Country Variables 

1. Economic difficulties leading to reduction 
in available state funds as well as 
available foreign exchange, e.g., Nigeria, 
Venezuela 

2. Economic boom leading to expansion of 
demand for trained personnel and hence 
an increase in numbers of students going 
abroad, e.g., oil producing countries 

3. Economic policy changes leading to 
emphasis in areas with a dearth of 
requisite personnel and training facilities, 
hence necessitating that students go 
abroad, e.g., China 

4. Political changes (such as revolution) 
leading to change in foreign policy and 
hence changes in flow direction, e.g., 
Nicaragua 

5. Educational changes such as completion 
of appropriate training facilities - thus 
reducing numbers of students abroad, e.g. 
India 

Source: Altbach (1991) pp.309 

With these rapid increases in international student numbers came a change in attitude of 

Governments towards foreign students transforming from being one of a central feature 

of their country's aid program to developing countries, to that of an area where 

govemment expenditure needed to be significantiy reduced. One by one, developed 

countries decided to institute new charging policies for foreign students as a means of 

reducing public expenditure on education. Governments moved away from subsidising 

foreign students to ultimately charging foreign students on a full fee basis. Attention 

now turns to the process which was undertaken by the Austrahan govemment which led 
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to the massive increase in foreign student flows to Australia and the creation of an 

important export industry for the Australian economy. 

2.3 Overseas Students in Australia 

Export of education services includes several distinct components such as students 

coming to Australia to study, correspondence courses for overseas students, the 

electronic transmission of lectures and courses overseas, and Australians travelling 

overseas to provide various forms of education. In this thesis, when discussing exports 

of education, this will only be referring to students coming to Australia to study. These 

students may be coming here to study either a formal or non-formal course. Formal 

courses comprise those provided by public and private secondary schools and 

Universities and Colleges of Technical and Further Education (TAFE). Non-formal 

courses include courses in commerce and related subjects as well as English language 

courses and a wide range of other subjects. These courses are offered by both public 

institutions such as Universities and TAFE colleges as well as private colleges and 

institutes (Industry Commission, 1991). 

Australia has been exporting education services for most of the twentieth century. 

Overseas students have been coming to Australia as far back as 1904 (Williams, 1989b). 

Until the late 1940s, overseas students were able to study in Australia provided they 

could support themselves both for tuition fees and living expenses. During the 1950s 

and 1960s, the Colombo plan allowed students from South and South East Asia to 

undertake higher education in Austtalia by providing Austrahan Govemment 

sponsorship. This marked the fkst formal entry of the Australian Govemment into the 

direct sponsorship of overseas students for study in Australian institutions. The rationale 
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behind the Colombo Plan was to provide highly educated and skilled administrators, 

planners and policy makers, who would be able to lead Asian and Pacific Island nations 

from post-colonial independence to political and economic sovereignty and 

development (Australian Development Studies Network, 1995). The number of 

overseas students in Australia grew from 1000 in 1950 to about 5000 in 1965. This 

growth was a reflection of worldwide average increases of 7% in the number of smdents 

studying overseas between 1950 and 1985 (Baker, Robertson et a l , 1996). Up until 

1986, almost all of the students who came to Australia were either fully or partly 

subsidised by the Govemment through aid programs, and the number of students was 

controlled by an annual quota (Industry Commission, 1991). 

Discussion relating to the level and subsidising of overseas students numbers in 

Australia prior to 1979 was almost non-existent as the total number of overseas students 

studying here was very small and their presence was not negatively impacting on places 

available for local students. Then in 1979, Britain introduced full cost fees for overseas 

students. This lead to a strong backlash in Asia against Britain to the extent that 

Malaysia implemented a campaign of "Buy British Last". This policy change by 

Britain, suddenly made Australia an extremely attractive English speaking altemative 

destination for parents in Asia to send their children to study. On top of this, rising 

expectations and average income levels within developing countries in East Asia meant 

that Australia was now faced with having to meet strong export demand for its 

education services. This forced the Australian govemment to acknowledge that 

overseas students were becoming an increasing financial burden. 
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In 1980, the Commonwealth Government introduced what was known then as an 

Overseas Student Charge. This fee varied according to the particular course an overseas 

student enrolled in, but by 1985 it recovered about 30% of the cost of higher education 

courses, still much lower than the full cost fees implemented by Britain a year earlier. 

In 1984, the Jackson Report (1984) and the Goldring Report (1984) were released, 

commenting on aspects of the education of overseas students in Australia. The 

recommendations of the two reports varied quite markedly. The Jackson Report found 

that all post-secondary overseas students who were paying the Overseas Student Charge 

were in fact receiving a considerable subsidy as it covered only about one-third the 

average cost per annum of educating a post-secondary student. This hidden subsidy 

was estimated to total $70 million per year. However, as most overseas students were 

arriving from developing countries, the Jackson Committee regarded the subsidy as 

defensible in development terms. The Committee recommended the Government adopt 

a more market-based approach believing that Australia ^could make a much greater 

contribution to educational assistance for developing countries, and at the same time 

develop its educational institutions into a major export sector' (para.6.22). 

This recommendation by the Jackson Committee in 1984 was indeed quite visionary as 

the subsequent development of the Austialian international education sector very much 

followed their recommendation. 

The other main recommendations of the Jackson Committee were as follows: 

• The hidden subsidy totalhng $70 million per year should be made more transparent 

and given in the form of scholarships to selected students; 
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• To prevent students from developing countries being selected on income rather than 

ability and need, a three-tiered scholarship scheme should be implemented; 

• A long term objective that foreign students should be accepted on the basis of 

available places, academic performance and full economic cost; 

• No attempt be made to plan the disciplinary composition of the intake; 

• Institutions should accrae fees paid by foreign students and create additional places 

to ensure that Australian students are not disadvantaged; and 

• Expenditure on scholarships be gradually and substantially increased. 

In contrast, the Goldring Report found that the then overseas student policy was a 

classic policy on the mn and not a considered approach to the role of overseas students 

in Australia. The Goldring Committee believed that a market-based approach 

incorporating a full-fee system would: 

• Discourage overseas students; 

• Disadvantage overseas students of limited economic means; and 

• Endanger academic standards and the quality of education offered to Australian 

students. 

The Committee was particularly concerned that the increase in revenue obtained from 

full fee courses might encourage institutions to divert resources to these courses at the 

expense of courses for which they received Govemment funding, hence endangering 

places for Austialian students. 

The main recommendations of the Goldring Committee were as follows: 
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• The abolition of the existing system of guaranteed student quotas for different 

countries and regions; 

• That numbers of overseas secondary school students be limited to 2000 and 

confined to senior years; 

• A greater use of distance education, development of international institutions, 

student/staff exchange and the development of education services to be marketed 

outside Australia; 

• The extension of overseas student support services to help those with problems of 

language, loneliness, finance and other pressures; and 

• The involvement of overseas students in TAFE should be encouraged except where 

work experience is necessary because this would be at the expense of jobs for 

Austrahans (Industry Commission, 1991). 

As mentioned earher, up until 1986, Australia's involvement in intemational education 

was primarily linked to foreign aid programs with 20,000 intemational sttidents 

studying in Austtalia in 1986 who were sponsored by the Australian Govemment or aid-

based programs (Duhs, 1997). The recommendations of the Goldring Committee as 

well as the emergence of serious trade problems in 1986 sparked a rapid change in 

Govemment policy in this area. Overseas students were seen as a potential source of 

much needed eamings that could be used to reduce overseas debt as well as assist in 

financing the Australian education sector. To help stimulate exports, the Australian 

govemment removed all quotas on overseas students and allowed universities and other 

educational institutions to offer places to overseas sttidents at full cost. The govemment 

set minimum course fees for overseas students to prevent institutions displacing 

Austialian students with overseas students. At the same time, the govemment also 
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provided grants to higher education institutions to estabUsh courses for overseas 

students and simplified student visa procedures to facilitate institutions in marketing 

their courses overseas. 

These policy changes had an immediate and dramatic effect. Overseas student numbers 

more than doubled between 1986 and 1989. As Smart and Ang (1993) stated, the 

deregulated, competitive, market-driven model of full-fee foreign student recmitment 

introduced by the Govemment enabled tertiary institutions, starved of federal funding, 

to generate large amounts of new revenue and tumed the education sector into one of 

Australia's most successful export industries. In the case of overseas student numbers 

from Thailand, numbers increased over this period from around 800 students in 1986 to 

more than 3,000 in 1989. 

Australia's move to adopt a more commercial stance in the marketing of its education 

industry was not popular overseas. Ministries of Education throughout South East Asia 

objected to this commercial approach and to the linking of educational promotion with 

the trade and marketing offices of the Australian diplomatic missions (Back, Davis et 

al., 1996). 

This new hard sell approach and the easing of visa restrictions clearly played a strong 

role in the dramatic increase in overseas student numbers but it also created problems 

including the financial collapse of some institutions, dubious recmiting practices by 

both institutions and private agents, and an immigration problem whereby foreigners 

who were interested in coming to Austtalia to work and/or overstay their visa were able 

to apply relatively easily for a sttident visa. This led to the govemment tightening 
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overseas student visa procedures which caused a dramatic decrease in the number of 

students enrolled in English Language Intensive Courses for Overseas Students 

(ELICOS) in 1990-91 and led to a number of sttidents, particularly from China (PRC), 

having their visas refused despite already prepaying their course fees. This, coupled 

with a number of private institutions who had closed down taking with them overseas 

student's prepaid fees led the Australian Government to refund fees to more than 12,000 

overseas students in an attempt to improve Australia's damaged reputation. 

Australia then embarked on a process of 'internationalising' its education industry that 

reflected a growing willingness by the Australian Govemment to develop closer ties 

with its Asian neighbours and to get more Australians into Asia for research and 

education activities. In late 1994, the Govemment established the Australian 

International Education Foundation in a consultative and funding partnership with 

Australian education and training providers. This link between foreign student policy 

and a country's broader foreign policy goals and national interest is a common 

characteristic of all of the major host countries (Altbach, 1991). The Australian 

government was eager to strengthen its relationship with countries in the Asian region 

whose economies were growing rapidly, as it is recognised that foreign graduates will 

retum to their home country having assimilated expertise in a particular field of study 

with the country in which they gained their qualification. The strong ties that foreign 

graduates hold can be economically beneficial to the host country in the future when 

graduates are in key management positions within the private or the public sector and 

their selection of an appropriate international supplier, investment location, tender, 

bidder and so forth may be influenced by their previous experience in the host country. 
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The govemment's decision to allow public and private education institutions to open 

their doors to full fee paying overseas students in volume terms has been an unmitigated 

success. From around 2000 students in 1986, overseas student numbers chmbed to 

almost 70,000 in 1994, and to more than 150,000 in 1997 prior to the downtum caused 

by the Asian economic crisis (DEETYA, 1998). By 1995, the official value of export 

income from overseas students to Australia was A$1.9 billion and accounted for 9% of 

Australia's total service exports (Mazzarol, 1997). This has grown to more than A$3.2 

bilhon in 2000. 

A number of studies have identified the reasons behind the Asian student decision to 

study in Australia. In general, these include: 

• More favorable work rights for students who are are allowed to work up to twenty 

hours a week to help finance their studies (Nesdale, Simkin et al., 1995); 

• Restricted access to tertiary education in the home country; 

• The availability of scholarships to study in Australia; 

• A reasonably high level of personal safety and a favourable climate; 

• A geographical location as an English speaking nation in the Asia-Pacific region 

(Industry Commission, 1991); 

• The high standard of education and facilities in Australia; 

• A flexible and pedagogical system of education (Dockery, Thorpe et al., 1997); 

• The relatively low costs of study in Austraha (Gillett, 1985; Dockery, Thorpe et al., 

1997); 

• The presence of family members already residing in Australia (Burke, 1986; 

Dockery, Thorpe et al., 1997); 
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The Asian economic crisis did have a strong negative impact on overseas student 

numbers in Australia as its Asian neighbours dealt with massive decreases in national 

income, collapsed property and share markets, and currencies which had depreciated 

sharply. Overseas student numbers fell by almost 3% from 1997 to 1998 and certain 

countries experienced quite sharp declines including South Korea (-39.3%), Thailand (-

15.7%), Taiwan (-13.9%) and Japan (-8.5%). Overseas student numbers rebounded in 

1999 by 7.3% however this was largely due to a sharp increase in the number of 

students studying outside Australia, in Australian university courses delivered offshore. 

Data from 1994-2000, shows the continuing upward trend in overseas student numbers 

in Australia. Preliminary data from the Department of Foreign Affairs and Trade's web 

site showed that as of the Year 2000: 

• More than 180,000 international students study in Australian education and training 

institutions per year; 

• More than 80% of these students are from Asia; 

• More than 1000 institutions are registered to deliver courses to intemational students 

in Australia; 

• About 3000 formal international agreements exist between Australian and overseas 

universities. 

The extent of the overseas student impact on the Australian economy, relative to what is 

happening in other host economies, cannot be ignored. Australia now has the third 

largest number of international students in the English-speaking world behind the USA 

and the UK. As a percentage, Australia's involvement with intemational students is the 

third highest (12%) in the worid and is only exceeded by two other countries -

Luxemburg (30.5%) and Switzeriand (15.9%) - both of which have large numbers of 
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non-fee paying academic exchange students from other European countries. Its impact 

on Australian service exports is also relatively high compared to other countries. In the 

year 2000, it is estimated that Australia's exports of education services were valued at 

US$2155 million, approximately 11.8% of total exported services (Lawson, 2(X)2). 

This compares favourably with the value of education exports to the United States - the 

number one provider of international education in the world - which totalled 

US$10,280 milhon, 3.5% of exported services. For the United Kingdom, the number 

two provider of intemational education in the world - education exports were US$3758 

million, 3.2% of exported services. When one considers the comparative size of the 

Australian economy with that of the United States and the United Kingdom, it is clear 

that the education of export services in Australia has a major impact on the Australian 

economy. It is also important to remember that these large numbers of student flows 

represent people who are arriving and staying in Australia for a significant period of 

time. All of whom are making contact with and meeting Australians every day, 

developing their intemational social networks which can be tapped into, a significant 

time period after the initial contact was made. 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/Thailand Bilateral Trade Flows 31 



Chapter Two: Setting the Scene 32 

Figure 2-0-2 Overseas Student Numbers, 1994 to 2000 
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Source: Australia Education International, Overseas Student Statistics 2000 

Table 2.0.1 illustrates that Thailand is Australia's ninth largest market for overseas 

Students with 8,179 students studying in Australia in 2000. There are four key reasons 

as to why Thailand is the research focus of this thesis rather than one of Australia's 

other larger overseas student markets. Firstly, the numbers of Thai students studying in 

Australia fell dramatically after the Asian crisis. The collapse of the Thai baht (as 

measured against the Austtalian dollar) was more severe than in Hong Kong, Singapore 

and Malaysia. This significant fall in Thai students studying in Austtalia implies that as 

the Thai currency rebounds against the Australian dollar (it has recovered more than 

50% of its value since 1998) there should be a strong increase in the number of Thai 

students studying in Austtalia. This is already occurring as Table 2.0.1 highlights. 

Growth in Thai student numbers in 1999 was 6.5%, increasing to 21.9% in 2000. 
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Table 2-0-1 Top 10 Source Countries 1998 - 2000 

Country 

Singapore 

Hong Kong 

Malaysia 

Indonesia 

China 

South Korea 

India 

Japan 

Thailand 

Taiwan 

Sub-Total 

Other Countries 

Total 

1998 

16,509 

18,161 

16,485 

17,715 

5,273 

11,150 

8,073 

10,739 

6,299 

6,403 

116,807 

34,637 

151,444 

1999 

19,207 

18,833 

16,544 

19,172 

8,859 

9,633 

9,581 

9,828 

6,709 

5,912 

124,278 

38,587 

162,865 

2000 

20,866 

20,739 

19,602 

17,868 

14,948 

11,485 

10,572 

10,220 

8,179 

6,104 

140,583 

47,694 

188,277 

% Change 

1998 to 1999 

16.3% 

3.7% 

0.4% 

8.2% 

68.0% 

-13.6% 

18.7% 

-8.5% 

6.5% 

-7.7% 

6.4% 

11.4% 

7.5% 

% Change 

1999 to 2000 

8.6% 

10.1% 

18.5% 

-6.8% 

68.7% 

19.2% 

10.3% 

4.0% 

21.9% 

3.2% 

13.1% 

23.6% 

15.6% 

Source: Australian Education International Overseas Student Statistics, 2000 

Secondly, in 2002, Australia became the primary destination for Thai students seeking 

an overseas education, overtaking the traditional primary source - the USA. The 

Australian education export sector is very important to the Thai economy's demand for 

skilled labour and graduates who are fluent in English. Table 2.0.2 displays the market 

share numbers for 2002 and reveals Australia's main competitors in the Thai market. 
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Table 2-0-2 Market Share of Thai Overseas Students - March 2002 

Country 

Australia 

United States 

Britain 

New Zealand 

Canada 

Market share 

35.6% 

32.3% 

17.0% 

11.0% 

3.0% 

Source: Australian Education Intemational, Bangkok Thailand 

Thirdly, and perhaps most importantly, is the idea that bilateral trade between Australia 

and Thailand is much lower than it should be and strong potential lies for this 

relationship to be developed. Bilateral trade between the two nations, although showing 

strong growth over the last two decades (Australia's trade with Thailand grew at almost 

double the overall rate of Australian trade in the decade before the economic crisis in 

1997 (DFAT, 2000) has not reached the level it should have given the close relationship 

between the two countries. A DFAT (1995) report into Australia's relations with 

Thailand made reference to a comment by Dr. Ann Kumar from the Australian National 

University, who commented that Australia's trade relationship with Thailand is 

disappointing and that Australian businesses have not taken advantage of the range of 

opportunities in Thailand. Also a recent Australian govemment report found that 

bilateral ttade is well below that with some other East Asian economies (DFAT, 2002a). 

Austtalia's share of the Thai import market (1.9%) is well below that for Japan (3.9%), 

the Philippines (2.6%) and Indonesia (5%). The report also suggested that there is 

much scope for strengthening ties in specific sectors such as automobiles, processed 

food, and textiles and clothing. Australia's ttade with Thailand is unique in that unlike 

other markets in the Asian region, it is dominated by manufactures (DFAT, 2001). 
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Finally, the recenfly announced Free Trade Agreement between Australian and Thailand 

which will commence in January 2005, will increase trading opportunities between the 

two countries. A joint scoping study undertaken by the Austrahan and Thai 

governments concluded that a free trade agreement would bring significant economic 

benefits to both countries. Figures generated by economic modeUing quantifies these 

benefits as an increase to Australia's GDP of US$6.6 billion and an increase to 

Thailand's GDP of US$25.2 billion. Trade and investment between Australia and 

Thailand would expand substantially and the gains from these changes would by far 

outweigh the adjustment costs which would occur from such an agreement (DFAT, 

2002a). This strengthening trade relationship between Australia and Thailand over the 

next decade will add significant value to individuals who possess market knowledge 

and experience in both markets. Overseas students from Thailand who study in 

Australia, will be positioned nicely to benefit from this strong increase in trade 

opportunities between the two countries. 

Given the significant importance of Australia to Thailand's demand for intemational 

education, and the exposure of large numbers of Thai nationals to the Australian 

education system, culture and way of life, there lies strong potential for this growing 

relationship to be leveraged and for trade opportunities to be developed and realised. 

2.4 Thai Students in Australia 

As mentioned earlier. Thai students have been coming to study in Australia since the 

early part of the twentieth century. However, as Figure 2.0.3 illustrates, there was a 
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rapid increase in the flow of Thai students into Australia from 1986, that continued 

strongly until the Asian crisis stmck in 1997. 

Figure 2-0-3 Thai Student Inflows into Australia 
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Traditionally, the top five destinations for study abroad for Thais have been the USA, 

the UK, Australia, New Zealand and Canada, primarily because of the importance 

placed upon instmction in the English language. The USA has been the most popular 

market followed by Britain but a number of events over the last five years has shifted 

(quite dramatically) the direction of overseas student flows from the Thai market. 

The devaluation of the Thai baht in 1997 has put the cost of studying in the USA and 

the UK out of reach for a lot of Thai families. Thais have been forced to look at more 

price competitive markets such as Australia. Compounding this, the events of 

September Uth, 2001 has resulted in a heightened concern about safety and security, 

factors that have always been a competitive advantage Australia has over its 

competitors in the intemational education market. These events have pushed more and 
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more students away from the USA, and redirected them towards the perceived safer 

markets in Australia and New Zealand (Siripunyawit, 2002). As mentioned earlier, 

Australia is now the primary destination for Thai students demanding an overseas 

education. 

2.5 The growth in Thailand's Education Imports 

The rapid industrialisation of the Thai economy since the late 1970s placed enormous 

pressure on the pool of skilled labour available to both local and foreign companies 

operating in Thailand. Prior to the Thai economy's decade of strong economic growth 

beginning in 1987, the demand for high-level technical skills was relatively small as 

most firms operating in Thailand were content utilising abundant local unskilled labour 

and natural resources. However as economic growth rates boomed post 1987, driven 

by strong levels of industrial development, the demand for skilled labour soared, 

leaving Thailand's education sector sorely exposed and incapable of satisfying market 

needs. 

The Thai educational system consists of six years of primary education, three years at 

lower secondary and three years upper secondary education. This is followed by four to 

six years of higher education at the Bachelors degree level, and a further two to five 

years for the Master's degree and Doctorate levels. A UNESCO (1988) report 

discussed the development of the Thai higher education system and categorised it into 

three distinct phases. The first phase was the period prior to 1960, that was 

characterised by the training of specialised officers for Govemment services. All 

universities at this stage were located in the Bangkok Metropolitan area and were 

supervised by various Govemment ministries. The second phase incorporated the First 
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National Economic Development Plan (1961-1966) and the Second Plan (1967 - 1971). 

The objectives of these two Plans were to decentrahse higher education out of Bangkok 

and into the provincial areas, to provide more open access to higher education, and to 

supply higher levels of manpower to meet rapid economic growth. The third phase up 

until 1986, saw a rapid expansion in the Thai higher education system with the 

establishment of the distance leaming Open University as well as the upgrading of a 

number of government and private colleges into degree granting institutions. This 

expansion took place to meet the social and political demands of the Thai people. 

Social demand was fuelled by rapid population growth, people's attitudes that higher 

education is an avenue to upward social and economic mobility, the high rate of retum 

for investment in higher education, and government policies developed in the belief that 

higher education is a means of building up human capital for development (UNESCO 

1988). 

It was at this time that the Thai Government first identified that science, technology and 

research and development (R&D) were cmcial to the development of the Thai economy 

in the fifth National Development Plan (1981-1986). The Plan's objective was to 

improve both the quality and quantity of middle and higher-level human resources to 

meet the demands of the industtialisation of the Thai economy. The govemment also 

emphasised the need to expand linkages with countries where science and technology 

had reached advanced levels. Austtalia's level of economic development and close 

physical approximation to Thailand meant it was well positioned to take advantage of 

this change in policy direction. 

Modelling the Economic Inpact of Overseas Students Social Networks on Australia/Thailand Bilateral Trade Flows 38 



Chapter Two: Setting the Scene 39 

However, by the mid 1980s it was clear that further efforts were requked to develop 

science and technology. The Sixth Plan (1987-1991) highlighted that the intemational 

trading and industrial environment was becoming increasingly competitive and that 

human resources were inadequate and were not satisfying the demands of industry. It 

was estimated that there were only 100 persons involved in science and technology per 

10,000 people, and that demand for computer engineers would increase substantially 

from 1987 to 1997 (Hewison, 1993). 

The Govemment responded to this situation by releasing the Seventh Development 

Plan, which focused on human resources development, particularly training and 

education in science and technology. However, universities in Thailand, like most 

developing economies, lacked adequate educational resources, but had a surplus of 

students interested in higher degrees, attracted by the promise of individual 

advancement and much higher levels of remuneration. 

2.6 The Direct Economic Impact of Overseas Students in Australia 

The economic importance of overseas students to the Australian economy has grown 

significantly over the past two decades, to the point where the export of Australian 

education has become Australia's fourth biggest export earner worth over A$3.2billion. 

As awareness of the size and sttength of this industry grew, increasing numbers of 

reports identifying the economic impact overseas students were having on the 

Australian economy in the form of tuition fees and hving expenditure were undertaken. 

In its annual report on overseas student statistics, Austtalian Education Intemational 

(2000) estimated that total overseas student expenditure in 1999 was more than 

A$3bilhon, a rise of almost 5% on the 1998 figure. The 1999 expendittire rnipact 
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comprised A$ 1.562 milHon (50.6%) on fees that were paid dkectiy to institutions, and 

estimated expenditure of A$ 1,523 million (49.4%) on goods and services including 

accommodation, food and transportation. This is a large increase from a decade earlier 

when total overseas student expenditure was estimated at A$542 million (Australian 

Bureau of Statistics Cat No 5302.0). 

A number of studies have analysed the economic impact of overseas students in terms 

of the costs and the benefits they generate. In undertaking such analysis, consideration 

was given to such factors as: 

• The expenditure by students on fees and on goods and services; 

• The provision of ancillary goods and services; 

• The impact on the balance of payments; 

• Labour market adjustments; 

• Immigration issues; 

• Long term trade impacts. 

Overseas students should have a positive impact on the balance of payments with such a 

large inflow of foreign exchange earnings. However, as Kennedy and Sloan (1992) 

highlighted, the net impact on the balance of payments is unclear, as part of overseas 

student expenditure is on imports and the proportion is probably higher than that of 

Austtalian residents. Also, a large number of overseas students earn income in 

Australia working part-time whilst undertaking their studies. This is one of the 

marketing tools Australia uses to attract students to its shores. 
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A paper by Altbach (1991) argued that an overseas sttidy experience can generate 

loyalty to host-country computers, scientific equipment, textbooks, and production 

processes and techniques. It can also build a network of ties that can facilitate business 

activities in the future and provide a means of communication through which 

information can flow. 

Harris and Jarrett (1990) argued that although overseas students bring a substantial 

amount of foreign exchange that is an injection of expendimre into the domestic 

economy, this may not be good for the economy. If the economy were operating at 

below capacity, with under-utilised resources then this injection would indeed be 

welcome. However, if the economy is at full capacity then these additional injections 

may have negative inflationary outcomes. 

An in depth study by the Industry Commission (1991) found that the benefits from 

exports of education are similar to those from the export of other goods and services, in 

that the net benefits to Australia come from the financial income of educational 

institutions and the expenditure of students on goods and services, less the cost of 

providing the educational and other goods and services purchased. However, the report 

went on to highlight that there are also a number of important differences that arise from 

the fact that most foreign consumers of the service reside in Australia, while they are 

educated. This means that overseas students: 

• Consume goods and services that may be priced at less than their real cost (public 

services such as transport and health services); 

• Contribute to taxation and tariff revenue; 
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• May obtain jobs which may impact on the remuneration and employment 

opportunities of Australians; and/or 

• May overstay their visa. 

The report also listed factors that need to be considered when assessing the economic 

cost/benefits of overseas students in Australia including the provision of education 

services, the provision of ancillary goods and services, balance of payments and 

immigration issues, trade and commercial benefits, political/diplomatic benefits, and 

cultural and educational benefits. 

A study by Baker (1996) listed the benefits and costs associated with overseas students 

in Australia. These are displayed in Figure 2.0.4. Baker's study found that the annual 

net benefit from fee paying overseas students in the Australian economy was likely to 

be positive, ranging somewhere between A$551 million and A$677 milhon. However, 

these numbers were based on elements that were easily quantifiable and did not include 

some of the benefits and costs of overseas students previously listed. 
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Figure 2-0-4 Beneflts and Costs associated with Overseas Students in Australia 
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A paper by Hood and Metwally (1993) examined the multiplier effects of Wollongong 

overseas student expenditure on the Wollongong economy and predicted the likely 

national economic impacts. The paper estimated that in 1992, the 39,490 overseas 

students studying at Austrahan universities generated more than 30,000 jobs in the 

Australian economy. However, there has also been discussion of removing the working 

privileges attached to an education visa in Australia as the possible job dislocation of 

local Australians from jobs which could be taken by overseas students has been raised 

as an issue. However, there have been no in-depth studies into this allegation 

conducted in Australia. 

In almost all of these studies into the economic impact of overseas students on the 

Australian economy, writers have commented on the possible benefits to the economy 

of future trade opportunities resulting from a student's positive attitude towards 

Australia, increased awareness of and preference for Australian made commodities, and 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/Thailand Bilateral Trade Flows 43 



Chapter Two: Setting the Scene 44 

their contacts and networks they generated whilst studying in Austraha. Despite this 

common belief, most studies alluded to the difficulty of quantifying this possible link 

and did not attempt doing so. In Chapter Four attention will be focused on this area in 

order to better understand what are the possible factors behind this supposed link 

between overseas student numbers and increased trade flows. 

2.7 Conclusion 

International student flows is not a recent phenomenon but the last two decades has seen 

a marked increase in both global overseas student flows and overseas student numbers 

in Australia. Most of this inflow has originated from Asia, and Thailand has been one 

market that has seen demand for intemational education in Australia increase sttongly. 

Supply of intemational education is now a major export industry for the Australian 

economy. 

This Chapter details the evolution of the Australian govemment's foreign student policy 

from one of aid, to trade, to intemationalisation. The subsequent boom in the number of 

overseas students entering Australia brought with it a wide range of economic impacts 

including the expenditure by students on fees and goods and services, the provision of 

ancillary goods and services, the impact on Australia's balance of payments, labour 

market adjustments, immigration issues and long term trade impacts. In the following 

Chapters, examination of the issue of long term trade impacts is conducted in more 

detail by examining the link between overseas students and trade flows, and the role that 

social networks can play in creating and stimulating various forms of trade activity. 
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CHAPTER THREE 

AUSTRALIA / THAH^AND RELATIONS 

3.1 Introduction 

This Chapter will give a broad overview of Australia/Thailand relations and in 

particular, analyse the bilateral trade relationship that exists between the two countries 

in both the goods and services sectors. As well, an in depth analysis is undertaken of 

the proposed Free Trade Agreement that is scheduled to commence between the two 

countries in January 2005, highlighting the industry sectors which will benefit from this 

agreement. The Chapter concludes with discussion of the foreign investment climate in 

Thailand and a breakdown of trade in investment that exists between the two countties. 

3.2 A Review of Australia/Thailand Bilateral Relations 

Australia's relations with Thailand have been characterised as being 'friendly' for a 

long period of time yet neither country has placed a high priority in dealings with the 

other. Australia's awareness of Thailand grew considerably after the death of some 

2,800 Australian prisoners of war who died working on the constmction of a railway 

from Thanbyuzayat in Burma to Ban Pong in Thailand. Many survivors recalled 

accounts of kindness and assistance given tp them by local Thai villagers that contrasted 

sharply from the harsh treatment of the Japanese guards. There are annual Anzac Day 

ceremonies held in Kanchanaburi Cemetery and at Hellfne Pass in Thailand that are 

enduring reminders of the strong relationship between the two countries. 

Austtalia/Thailand bilateral relations spans ttade and investment, defence, education, 

narcotics control, tourism, refugee issues and development assistance. Australia has 

been providing bilateral assistance to Thailand since 1951 in the forms of agricultural 
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and mral development, education and training and particularly in the 1960s and 1970s, 

military assistance to support Thailand as an anti-communist ally. Australia contributed 

US$1 billion to the IMF's stabilisation program for Thailand after the economic crisis in 

1997 that also led Australia to rethink its Overseas Development Assistance (ODA) to 

Thailand that prior to the crisis Australia was planning to phase out. Australia decided 

to extend its ODA program with Thailand to beyond 2000-01. In 1998-99, total ODA 

flows to Thailand were $A25.2 million making Thailand the eighth largest recipient of 

Australian ODA. This funding, as well as assisting Thailand's recovery from the crisis, 

was focused on support for good governance, assisting economic and financial reform 

and mitigating the social impact on the poor and disadvantaged (AUSAID, 2000). 

Throughout the 1980s and 1990s, political relations between the two countries have 

been close in part due to Thailand's support of then Foreign Minister Gareth Evans 

peace proposals within ASEAN and Cambodia. This was symbolised by the 

constmction of the "Friendship bridge' over the Mekong river completed in April 1994, 

which provided a direct road link between Thailand and Laos (Hewison, 1993). 

In 2002, the Australian Govemment signed a Memorandum of Understanding (MOU) 

with the Thai Government on cooperation in the fight against intemational terrorism. 

The MOU builds on the existing sttong links between Australian and Thai law 

enforcement, defence and security agencies. Under the MOU, Australian and Thai 

agencies will exchange information and intelligence on intemational terrorist activities 

and related transnational organised crime. Agencies will also focus on combating the 

financing of terrorism and countering money laundering. The MOU also provides a 

framework for Australia and Thailand to improve border conttols, combat identity fraud 
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and eliminate illegal traffic in arms and explosives. In addition, it provides for the 

strengthening of counter-terrorist capabilities through training, seminars and exchange 

visits by officials and specialists (DFAT, 2002b). 

Trade and economic relations are covered by four bilateral agreements and four 

Memorandums of Understanding. These include the 1979 Trade Agreement, the 1990 

Economic Cooperation Agreement, the Agreement on Double Taxation, and the 

Agreement on Development Cooperation as well as MOUs on Scientific and Technical 

Cooperation, Health Cooperation, Educational Cooperation and Cooperation in 

Intellectual Property (DFAT, 1997). The 1979 Trade Agreement, provides for annual 

meetings of senior officials from both countries to review bilateral trade issues and 

provide a fomm for problem resolution. Secondly, the 1990 Economic Cooperation 

Agreement provides for an economic commission made up of officials and private 

sector representatives to exchange information and identify possible areas of 

cooperation and investment. 

The Australian and Thai economies both play pivotal roles in East Asia. Australia is the 

fourth largest economy in the region with a GDP of almost US$400 billion. Thailand's 

GDP of US$122 bilhon places it as the second largest economy behind Indonesia in the 

ASEAN group. As well as the Australian economy being more than three times the size 

of Thailand's, the two economies are also distinguished by quite large differences in 

economic and social development (DFAT, 2002a). These differences are presented in 

Table 3.0.1. 
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Table 3-0-1 A Snapshot of the Thai and Australian Economy 

Population (million, 2000) 

Surface Area ('000s square km) 

GDP (US$ bUlion, 2000 current prices) 

GNP-PPP (US$ bUlion, 1999) 

GDP Growth (average annual, %) 

1980-1995 
1995-2000 

Exports goods and services (US$ billion, 
2000) 

Imports goods and services (US$ billion, 
2000) 

Per Capita GDP (US$/person, 2000, 
current prices) 

Per capita GNP-PPP (US$/person, 1999) 

Secondary School Enrolment Ratio 

Public Expenditure on Health (% GDP) 

Infant Mortality rate (per 1000 live 
births, 1998) 

Australia 

19 

7,741 

395 

426.4 

3.1 
4.1 

82.3 

86.8 

19,906 

22,448 

96 

5.5 

5 

Thailand 

62 

513 

122 

345.4 

8.1 
0.4 

80.9 

71.0 

1,954 

5,599 

48 

1.7 

29 

Source: DFAT (2002a) 

Bilateral trade between the two nations has shown strong growth over the last two 

decades (Australia's trade with Thailand grew at almost double the overall rate of 

Australian ttade in the decade before the economic crisis in 1997 (DFAT, 2000). 

However, since 1996 Australian total export growth of 10.4% has exceeded export 

growth to Thailand of 6.4%. This slowdown in export growth may be reversing as 

exports to Thailand rose by 16.8% between 2000 and 2001 well above total export 

growth of 11% (ANZ, 2002). Bilateral merchandise trade between Austtalia and 

Thailand in 2001 was valued at A$4.9 billion, with Thailand now Austtalia's fourteenth 
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largest export market and thirteenth largest source of imports (DFAT, 2002a). Thailand 

has large trade surpluses in elaborately transformed manufactures (ETMs) and both 

processed and unprocessed food, while Australia has surpluses in agricultural raw 

materials, minerals, metals and fuels. In 2000, Australia's trade with Thailand was 

unique in that unlike other markets in the Asian region, it is dominated by manufacmres 

(DFAT, 2001). 

Is trade between Thailand and Australia as strong as it could be? Has trade reached the 

level it should have given the close relationship between the two countries or is there 

some underlying potential that has yet to be untapped? A DFAT (1995) report into 

Australia's relations with Thailand made reference to a comment by Dr Ann Kumar 

from the Australian National University who commented that Australia's trade 

relationship with Thailand is disappointing and that Australian businesses have not 

taken advantage of the range of opportunities in Thailand. Officials from the 

Department of Foreign Affairs and Trade in Australia and the Department of Business 

Economics, Ministry of Commerce in Thailand completed a study commissioned by 

both the Thai and Australian Governments into a bilateral trade agreement between the 

two governments. This study was forwarded to Ministers in the Australian and Thai 

Govemments in April 2002 (DFAT, 2002a). This study found that ttade between the 

two economies was stronger than would be expected from the size of their import 

markets. Austtalia's merchandise exports to Thailand total approximately 1.9% of its 

exports to all countties, or double the share that might be predicted from Thailand's 

share of world imports. This implies that bilateral trade between the two countries is 

reaching its potential, yet the study went on to highlight that bilateral trade is well 

below that with some other East Asian economies. Australia's share of the Thai import 
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market (1.9%) is well below that for Japan (3.9%), the Philippines (2.6%) and Indonesia 

(5%). The report suggested that there is much scope for strengthening ties in specific 

sectors such as automobiles, processed food, and textiles and clothing. Given this, it is 

not unreasonable to assume that bilateral trade between the two countties could be 

stimulated further given the strong relations between the two countries and the 

complementary nature of their economies. 

3.3 Proposed Free Trade Agreement Between Australia and Thailand 

As mentioned above, a recent initiative between the two countries commenced in 

November 2001 when Australia's Trade Minister, Mark Vaile, and Thailand's Minister 

for Commerce, Dr Adisai Bodharamik, announced that work had commenced on a joint 

scoping study on a bilateral free trade agreement between the two countries. Officials 

from the Department of Foreign Affairs and Trade in Australia and the Department of 

Business Economics, Ministry of Commerce in Thailand completed this study in May 

2002. In October, 2003 both govemments announced that negotiations had successfully 

finished and that the free ttade agreement between Austraha and Thailand would 

commence in January, 2005. 

The aim of the joint scoping study was to analyse and assess the benefits and costs, 

through economic modelling, of entering into negotiations to establish a preferential, 

bilateral free trade agreement between the two countries. The sttidy was commissioned 

under the guidehnes that the study should examine not only preferential ttade but also a 

number of other issues, which may enable the development of closer relations. These 

issues included such areas as standards and conformance, e-commerce, competition 
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policy, anti-dumping, quarantine, govemment procurement, intellectual property, 

financial sector cooperation, transportation, joint ventures and technology transfer. 

The study concluded that a free trade agreement would bring significant economic 

benefits to both countries. Figures generated by economic modelling quantifies these 

benefits as an increase to Australia's GDP of US$6.6 bilhon and an increase to 

Thailand's GDP of US$25.2 bilhon. Trade and investment between Australia and 

Thailand would expand substantially and the gains from these changes would by far 

outweigh the adjustment costs which would occur from such an agreement (DFAT, 

2002a). 

The report found that although both economies have undertaken substantial trade 

liberalisation over the previous decade, there still exists important barriers to trade and 

investment. As mentioned earlier, Australia has significant tariff barriers in sectors 

such as passenger motor vehicles, textiles, clothing and footwear while Thailand has 

high tariff barriers in areas such as motor vehicles and a range of agricultural and 

manufactured products. Trade in services also faces significant barriers. Investment in 

both directions is low with Australia's investment in Thailand extremely low relative to 

its investment in other East Asian economies. 

The report also identified specific export areas that would benefit the most from a free 

trade agreement. Australian exports to Thailand could be expected to increase 

significantiy in areas such as daky and other agriculttiral products, pharmaceutical 
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goods, aluminium and large passenger motor vehicles and components. Thailand could 

increase its exports significantly in areas such as small motor vehicles (both passenger 

and commercial), plastic products, iron and steel products, pulp and paper products and 

agricultural products. 

However, gains from trade would not only be confined to increased ttade in goods. The 

gains from liberalising the services sector would also be significant. In particular, 

Australian firms could benefit from being able to operate freely in areas such as banking 

and professional services that could help stimulate investment, growth and 

competitiveness in the Thai economy. Areas such as insurance and professional 

services would also be attractive for Australian firms to enter. This would provide Thai 

firms with added access to capital, management expertise and technology. 

Case studies were prepared on agri-business and processed foods, automobiles and auto 

parts, textiles and clothing and selected services. These smdies confirmed substantial 

gains from a free trade agreement. In agriculture, lowering tariffs would provide 

Australian exporters with significant market access improvements while the Thai food 

processing industry would have access to cheaper inputs, increasing its competitiveness 

and helping to stimulate export growth. 

The auto sector would benefit from closer integration of the two markets leading to 

significant economies of scale. As well, the auto parts sector in both countries could be 

expected to benefit sttongly. Thailand could expect to see growth in its exports of tyres, 

radio broadcast receivers, and lighting/signalhng equipment while Australian 
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manufacturers could increase exports of engines, transmissions, brakes, mirrors, lighting 

equipment, wheels and seat belts. 

A free trade agreement would open up new opporttinities in textiles and clothing. It is 

expected that Thai exporters would benefit most from a free trade agreement with 

increased exports in Thai clothing. This would strengthen business links between 

Australian clothing wholesalers and retailers, and Thai textile and clothing makers. 

This increase in Thai exports would lead to an increase in demand for Australian raw 

materials such as wool and cotton and would open up the Thai market for niche, 

lifestyle products such as swimwear clothing. It could also increase demand for 

Australian fashion design services to the Thai market. 

The study noted that Australia and Thailand already have strong education and tourism 

links with Australia now the primary destination for Thai students. A free trade 

agreement could encourage Australian educational institutions to increase their presence 

in Thailand by removing existing impediments to establishing and operating in 

Thailand. Recent initiatives by the Thai govemment to allow public universities to link 

with overseas institutions to offer international programs in the Thai market will also 

stimulate activity in this area. There has been significantly increased activity by 

Australian universities and colleges in the Thai market in the 2002/2003 period and this 

looks set to continue into the near future. Bilateral tourism flows would be expected to 

increase due to an increased awareness of each other's markets that would arise as a 

flow on from increased economic ties. 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/Thailand Bilateral Trade Flows 5 3 



Chapter Three: Australia/Thailand Relations 54 

Importantly, the study found that the adjustment costs associated with the free trade 

agreement would be minimal given that the value of intemational trade between the two 

countries is only 2% of the total intemational trade of each other, and that the two 

economies are relatively complementary allowing for more trade creation and less trade 

diversion. However, the report did note that the adjustment costs although small, would 

be born more heavily by Thailand. 

Undoubtedly, when the free trade agreement does eventuate, it will lead to a much 

stronger economic and political relationship between the two countries. This could only 

increase the value of the knowledge and networks that overseas sttidents who have 

studied in Australia possess and provide more opportunity for them to utilise such skills 

and assets to their advantage. 

3.4 A Closer Examination of Australia and Thailand Trade 

Having outhned the bilateral relations between the two countries in the previous section 

it is now pertinent to attempt to examine in more detail, the ttade relationship between 

Austtalia and Thailand and the development of each of these country's export sectors. 

3.4.1 The Development of Australia's Export Sector 

Up until the 1950s, Australia's international trade flows were relatively stable and not 

surprisingly. Great Britain was the primary market for both exports and imports. 

However, Austtalia's reliance on the production and trade of agricultural and mineral 

products led to its position as a leading ttading nation to fall dramatically throughout the 

1970s and 1980s as demand for agriculttiral and primary products fell behind that of 

growth in manufacttired goods. Australia's ranking as an exporting nation shpped from 
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twelfth in 1973, to twenty-second in 1990. This ranking continued to fall throughout 

the 1990s and by 2000 Australia's ranking had fallen to twenty-fifth in the world 

(WTO, 2001). 

This has led to Australia's reliance on exports of primary products falling from 75% in 

1983-84 to just over 56% in 1999. At the same time, Australia has developed its 

manufacturing industries particularly in the area of sophisticated manufactures (or 

elaborately transformed manufactures) that have averaged an annual average growth 

rate of 13% over the last ten years. Exports of goods and services averaged 7% growth 

over the past five years and by 1999, merchandise exports totalled A$87 bilhon and 

service exports A$27 biUion. This accounts for 19% of GDP, compared with around 

15% in the mid 1980s (DFAT, 2001). 

Not only has the composition of Australia's exports changed, so has the direction of its 

export flows. Over the last three decades, there has been a gradual change in 

Australia's main export markets away from Europe, to countries in the Asia-Pacific 

region. Now seven Asian markets are positioned in Australia's top 10 export markets. 

They are Japan, Korea, Taiwan, China, Singapore, Hong Kong and Indonesia. As 

mentioned earlier, Thailand is Australia's twelfth largest export market. These changes 

in the direction of Australia's exports can be attributed in part to Australia's 

geographical proximity in the region as well as significant complementarity in the type 

of goods and services exchanged (Feaver and Mahmood, 1997). 

It was this export dependence on the Asian region which placed significant pressure on 

Austtalian exporters during the Asian crisis. Their ability to seek out new export 
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markets during the Asian crisis enabled Australia to escape relatively unscathed fi-om 

the regions economic downtum. 

Australia's trade policy integrates multilateral, regional and bilateral approaches in an 

attempt to ensure the best possible trading environment for Australian exporters. Given 

Australia's small, trade dependant economy it is vital for Austraha that the world 

trading system can be opened through an effective World Trade Organisation (WTO). 

Australia's trade and environment pohcy is based on the position that an open, equitable 

and non-discriminatory multilateral trading system delivers increased living standards 

and makes a vital contribution to efforts to protect and conserve environmental 

resources and promote sustainable development (Australian Government, 2002). 

Australia's main objective in the current WTO round of negotiations is to secure 

substantial improvements in market access across the board in agriculture, industrial 

products and services. 

As well as being a strong supporter of the multilateral trading system, Australia is 

actively pursuing regional and bilateral initiatives which can speed up the process of 

trade liberalisation, particularly on a regional level. Such initiatives include free trade 

agreements with Thailand as previously discussed, Singapore, and possibly the United 

States. As well, developing initiatives directed at improving economic relations with 

Japan and China, and continuing to push APEC's agenda and the AFT A - CER Closer 

Economic Relationship Partnership initiative (Australian Govemment, 2002). 

The customs tariff remains Australia's main trade policy instmment yet it contributes 

only 2.3% of total tax revenues. Most of Australia's tariffs are bound (96.2%) which 
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enables a high level of predictability to the tariff rates. The average applied Most 

Favored Nation (MEN) tariff is 4.3% while the average MEN tariff for agricultural 

products is only 1.2% compared to4.7% for industrial products (World Trade 

Organisation, 2002). More than 80% of all tariff lines are at or below 5% with 

approximately 45% having a zero tariff Austraha's average tariff rate is only 4.4% 

(3.0% for developing countries and 1.72% for Least Developed Countries). 

Despite Australia's overall low tariff stmcture, there are two key industry sectors which 

still maintain high tariffs, passenger motor vehicles, and textiles and clothing and 

footwear. The tariffs on these industry sectors are two to three times higher than the 

average for industrial products. However, Australia is currentiy implementing a 

program to significantly reduce tariff protection in these industries through to 2005. 

3.4.2 Australia's Exports to Thailand 

Australian exports to Thailand have grown from US$103 milhon in 1978 to A$1.96 

billion in the year 2000. Thailand is also an important market for Austtalian services, 

with service exports totalhng A$476 million. As can be seen in Figure 3.0.1, Australian 

exports to Thailand showed sttong growth in the years preceding Thailand's economic 

crisis. This is not surprising given that Thailand led the worid in average GNP per 

capita growth from 1985-1994 at more than 8% a year. Thailand has opened itself to 

the global economy and by 1999 its ratio of trade to GDP had climbed to 82% from 

39% in 1977. 
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Figure 3-0-1 Australian exports of goods and services to Thailand 

Despite the rapid growth in Australia's exports to Thailand, Australia's market share of 

Thailand's imports has shown modest growth. From around 1.7% in 1985, it has only 

managed to increase to 2.0% in 1999 much smaller than the market share Australia 

enjoys in other Asian markets including Indonesia (6.1%), The Repubhc of Korea 

(3.9%) and Japan (4.1%). Thailand is now Australia's twelfth largest export market. 

Australia's major exports to Thailand are aluminium, cmde petroleum and dairy 

products such as milk, powder and butter, pearls and some precious stones, paints, 

varnishes and pigments, and a significant amount of wool. 

Australian service exports likewise showed strong growth preceding the economic crisis 

in 1997 showing an average 22% growth reaching A$516 milhon in 1996. However, 

the economic crisis caused Australian exports of services to Thailand to slump by 19% 

in 1997 and a fiirther 7% in 1998. Exports of services recovered slightiy in 1999 to 
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reach A$374 million. Australia's most important service exports to Thailand are in the 

tourism, transport and education industry. 

Australia has ran a trade deficit with Thailand since the Asian crisis and by 2000 the 

deficit totalled almost A$1075 million. This was primarily due to the Asian crisis 

affecting Thailand's demand for Australian imports and at the same time, the huge 

depreciation in the Thai currency against the Australian currency contributed to strong 

growth in Australian demand for Thai exports. Table 3.0.2 presents the trade balances 

in merchandise trade and services between Australia and Thailand. 

Table 3-0-2 Trade Balances in Merchandise Trade and Services between Australia and Thailand 

Exports 

Imports 

Trade 
Balance 

1991 

906 

887 

19 

1996 

2,194 

1,504 

690 

1997 

2,058 

1,766 

292 

1998 

1,634 

2,200 

-566 

1999 

1,715 

2,773 

-1,058 

2000 

2,435 

3,510 

-1,075 

Source: DFAT(2002a) 

A key finding of the Joint Scoping Study into the proposed Bilateral Free Trade 

Agreement between Australia and Thailand is that Australia Thailand trade is quite 

complementary. Thailand has a large surplus in trade in elaborately transformed 

manufactures (ETMs), while Australia has a surplus in agricultural raw materials, 

minerals, metals and fuels. Thailand also maintains a surplus in trade of both 

unprocessed and processed food. 

The strong growth in Australian exports to Thailand since the mid 1980s can be 

explained by a number of factors. Firstly, the massive growth in the Thai economy with 
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GDP growth rates from 1986-1996 averaging in excess of 10%. Secondly, the growing 

regionalisation of Australia's trade into the Asia-Pacific region where the flow of 

Australian exports to the APEC region increased from 67.5% of total exports in 1984 to 

77% in 1994. Thirdly, Australia's willingness, particularly during the Keating years, to 

attempt to strengthen ties with its Asian neighbours has contributed to the strong growth 

in exports to Thailand. And finally, as is made clear in this thesis, the incredible growth 

in overseas student numbers from Thailand has stimulated trade between the two 

countries. 

3.4.3 Australian Merchandise Exports to Thailand by Sector and Product 

Traditionally, Australian exports to Thailand have been dominated by manufacturing 

products. In 1996, manufactures totaled more than 50% of merchandise exports while 

just over 25% were primary products. The Asian crisis affected manufactures much 

more than primary products and by 2000, manufactured exports were only modestly 

above pre-crisis levels. As a consequence of this, primary products now account for 

over 40% of total exports. Table 3.0.3 shows Australia's exports to Thailand by major 

category. 
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Table 3-0-3 Australia's exports to Thailand by major cat^ory 

Item 

Unprocessed 
food 

Processed 
food 

Other rural 

Minerals 

Fuels 

STMs* 

ETMs* 

Other 
Exports 

All Merch. 
Exports 

1991 

38.0 

51.7 

63.5 

10.8 

44.3 

208.5 

214.1 

63.6 

694.5 

1995 

14.6 

143.4 

139.1 

50.8 

40.3 

453.1 

547.2 

349.0 

1737.5 

1996 

16.2 

191.6 

148.1 

53.2 

55.5 

390.9 

482.5 

340.2 

1,678.3 

1997 

19.2 

173.7 

181.8 

45.8 

159.4 

346.9 

450.9 

273.6 

1,651.4 

1998 

15.8 

184.9 

240.5 

45.5 

13.9 

272.8 

248.2 

258.8 

1,280.5 

1999 

17.6 

191.6 

260.6 

71.2 

31.3 

300.5 

315.3 

253.5 

1,441.6 

2000 

33.7 

205.3 

306.7 

98.8 

170.8 

425.5 

418.4 

299.5 

1,958.5 

STMs are simply transformed manufacturers, while ETMs are elaborately transformed 
manufacturers 

Source: DFAT (2002a) 

Table 3.0.3 highlights the large impact the Thai economic crisis had on Australian 

exports as well as the subsequent rebound that has taken place in 1999-2000. Strong 

growth has occurred in minerals, fuels, STM and ETM exports since 1991. 

The top Australian exports to Thailand by specific products are listed in Tables 3.0.4 

and 3.0.5. Products showing strong growth include cotton, medicaments, and 

telecommunications and equipment. After coUapsing at the time of the Asian crisis, 

exports of passenger motor vehicles have recovered to show strong growth since 1999. 
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Table 3-0-4 Australia's top 10 rural and mineral exports (A$ million) 

Item 
Cotton 
Crude Petroleum 
Milk & Cream 
Other Ores 
Wool 
Food & Live Animals 
Cereal Preparations 
Butter 
Raw Hides & Skins 
Vegetables & Fruit 

1996 
74.7 
43.7 
111.7 
44.3 
63.2 
n.a. 
10.5 
32.3 
6.8 
Na 

1997 
96.1 
147.2 
100.4 
40.4 
76.4 
18.2 
9.4 

23.8 
4.5 
14.1 

1998 
173.0 
6.9 

105.3 
38.8 
52.2 
15.5 
20.8 
20.8 
10.6 
8.6 

1999 
188.4 
26.0 
98.6 
63.5 
57.6 
17.5 
21.0 
26.3 
8.2 
9.5 

2000 
221.5 
160.9 
102.5 
85.1 
69.1 
18.5 
26.0 
22.6 
10.4 
15.2 

2001 
247.8 
150.8 
108.5 
75.4 
71.0 
24.5 
44.9 
23.6 
20.3 
17.2 

Table 3-0-5 Australia's top 10 manufactured exports (A$ mUlion) 

Item 
Aluminums 
Copper 
Medicaments 
Telecommunications Equipment 
Pigments, paints, varnishes 
Passenger motor vehicles 
Toy games and sporting goods 
Leather 
Electricity distribution equipment 
Electrical equipment for circuits 

1996 
238.7 
38.4 
29.7 
7.7 
23.7 
31.4 
2.9 
13.1 
24.7 
8.5 

1997 
196.7 
38.2 
37.0 
12.2 
24.7 
14.6 
1.6 
8.5 
21.9 
9.1 

1998 
168.6 
7.4 
27.6 
7.8 
16.2 
1.6 
1.5 
10.7 
7.9 
3.2 

1999 
152.2 
31.1 
42.6 
13.3 
25.7 
28.7 
1.6 
31.2 
0.7 
2.5 

2000 
242.2 
73.4 
64.4 
47.3 
36.4 
32.7 
9.5 
20.3 
1.7 
5.8 

2001 
377.2 
106.0 
107.2 
33.3 
36.7 
26.1 
28.1 
18.2 
13.8 
13.3 

The Thai government is committed to free trade. Prior to the economic crisis, Thailand 

commenced restracturing and reducing tariff levels in order to fulfil its commitments to 

the WTO and AFT A agreements. By 1997 the Govemment had completed its objective 

of reducing manufacturing trade barriers and tariff band numbers from thirty-nine to six. 

It now plans to further reduce the number of tariff bands down to three. Despite 

Thailand's simple average tariff rate dechning from 44% in 1991 to 17% in 1997, 

Thailand's market remains relatively protected compared to other growing economies in 

the Asian region. In 1999, Thailand, along with China, had the regions highest simple 

average tariff rate. The Thai rate was double Malaysia's rate and 60-70% higher than 

the Phillipine and hidonesian tariffs (East Asian Analytical Unit, 2000). Thailand's six 
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band tariff system operates on the basis of the higher the import's foreign value-added 

component, the higher the tariff rate applied. 

The six bands are: 

1. 0% for most industrial raw materials and essential goods, such as medical 

equipment; 

2. 1% for selected raw materials, electronic parts and vehicles for intemational 

transport; 

3. 5% for primary and capital goods; 

4. 10% for intermediate goods; 

5. 20% for finished products; 

6. 30% for goods needing special protection. 

The Thai government is currently considering revamping this existing tariff stmcture 

and replacing it with a new simplified system where products will be placed into four 

different categories: 1) raw tariffs which would attract a tariff of 1%, 2) semi-finished 

products 5%, 3) finished products 10% and 4) 'products under special control' 20%. 

This clearly illustrates the trade possibilities available to Australian exporters as the 

Thai market continues to open itself to foreign producers. 

Austialian exporters generally face tariff barriers higher than those suggested above as 

certain sectors or sub-sectors are exempt from this tariff stmcture. Because of this, 

Thailand's simple average tariff rate of 18% is comparatively high compared to other 

East Asian countries. Currently, there are a number of import lines where tariffs exceed 

30%, particularly in areas of Australian export specialisation. For example, automotive 
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components (from 5 to 40% for parts), frait (30%), wine (55.2%), rice (52%), beef 

(60%), fish (60%) and daky products (216%) (DFAT, 2002a). 

3.4.4 Australian Service Exports to Thailand 

Throughout the 1990s up until the Asian crisis, there was strong growth in Australian 

service exports to Thailand and by 1995 Australian service exports totalled A$526 

million. The Asian crisis had a significant negative impact on Australian service 

exports to Thailand and by the end of 1998 exports had slumped to A$354 million, 

more than 30% lower than in 1995. As the Thai economy slowly recovered, growth in 

Australian exports of services to Thailand improved and by 2000 totalled A$476 

milhon. This accounts for 1.5% of total Australian services exports. This figure is 

composed of $290 miUion worth of travel services, A$132 miUion worth of 

transportation services, and A$54 million of other services to Thailand. Education-

related travel exports totalled A$142 million in 1999-2000 reflecting Australia's 

popularity as an education destination for Thai students. As mentioned earlier, 

Australia is now the preferred overseas destination for Thais seeking an overseas 

education, overtaking the United States in 2002. 
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Figure 3-0-2 Australian exports of services by type 

Source: DFAT(2002a) 

Australian companies provide a wide range of services to Thailand including 

engineering, constmction services and materials, manufacturing, agriculture and 

foodstuffs, banking and insurance, education, transport, and legal services. However, 

many service sectors still remain strongly protected despite the relaxation of laws 

during the 1997 financial crisis. Thailand is slowly opening up its financial services 

sector to foreign investment as part of its obligations to the World Trade Organisation's 

General Agreement of Trade in Services (GATS). 

A review of the trade policies and practices of Thailand undertaken by the Trade Policy 

Review Body of the WTO in 1996, stated that Thailand had appeared to be taking a 

cautious and restiictive approach to opening market access for services and that the 

hmit on foreign equity holdings were regarded as excessively strict for areas such as 

banking and insurance (World Trade Organisation, 1996). The collapse of the private 

Bangkok Bank of Commerce in June 1996, which cost taxpayers more than $2 billion. 
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highlighted the lack of transparency in the country's financial institutions and the failure 

of regulators to police the system adequately (Business Monitor, 1996). 

In 1999, the Thai govemment introduced a new Foreign Business Act allowing foreign 

investors improved access to Thailand's service sectors, reducing the number of 

restricted business sectors from 63 to 43 and importantiy, allowing for foreign investors 

to have majority ownership of shares in a range of sectors including accounting, legal, 

engineering and architectural services, tourism and hotel business, retailing and 

wholesaling, brokerage, and constmction. Table 3.0.6 highlights the limitations on 

market access facing Australian firms wishing to enter a range of Thailand's service 

sectors. 
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Table 3-0-6 Limitations on Market Access in Thailand's Service Sectors 

Sector 

Banking 

Insurance 

Business Services 

Accountancy 

Legal Services 

Education 

Domestic Regulation 

The banking sector has been liberalised as a result of the 1997 crisis, so that 

foreign investors can in effect hold up to 100% of equity for a transitional 

period of 10 years. However, foreign bank branches are subject to operational 

restrictions, including limitations on personnel (a limitation of six 

professionals in full branches) in their use of automatic teller machines and in 

terms of the number of branches they operate (a limit of 3, with no more than 1 

in Bangkok). 

Foreign Insurance companies operate extensively in Thailand, but require a 

licence to do so. Foreign participation in Thai companies is restricted, with a 

25% equity limit (legislation to raise this limit to 49% has not yet been 

approved). Extensive regulations limit the operations of insurance companies 

and the products they can offer. 

Accounting (auditing), civil engineering, architectural services and brokerage 

are among services which are closed to foreign professionals (though it is 

possible for them to operate as advisers and consultants under some 

circumstances). 

There are restrictions on foreign equity participation (majority ownership 

requires special approval) and foreign individuals cannot be licensed as 

certified public accountants. 

Majority equity participation in Thai companies requires special approval. 

Foreign nationals cannot practise law. 

Foreign institutions are required to collaborate with Thai partners in the 

establishment of in-country operations and foreign equity is restricted to a 

ceiling of 49%. There is a growing presence of Australian universities 

entering into twinning program arrangements with Thai Educational 

institutions allowing for part of the student's overseas degree to be studied in 
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Air Transport 

Energy Services 

Thailand. There are no restrictions on Thai students studying abroad. 

Limitations apply to foreign equity investment (currently capped at 30%). 

Servicing is limited to local suppliers for larger aircraft. There are significant 

restrictions on foreign courier services. 

Foreign companies can particiate in the energy sector as independent power 

producers in partnership with Thai companies, but are not currently able to 

supply electricity direct to consumers in either retail or wholesale markets. 

Source: DFAT (2002a) 

3.5 The Development of Thailand's Export Sector 

Prior to World War II, Thailand's economy was agrarian based. By 1950, Thailand was 

regarded as one of the poorest countries in the world, having just completed a century of 

zero growth of output per head of population. In 1960, the Govemment implemented 

the first of its National Economic and Social Development Plans (1961-1966) This and 

subsequent plans were intended to provide direction and stimulus to various sectors of 

the Thai economy and the aggregate economy as a whole. The first two plans prior to 

1971, concentrated on the raral sector and the expansion of agricultural production as 

well as the manufacturing sector through investment in areas such as transport, power 

generation, irrigation projects and communications (DFAT, 1995). This led to 

significant export markets in crops such as cassava, sugar cane and pineapples as well 

as in manufactured goods such as textiles and clothing. 

Since the mid-1970s, Thailand has implemented export-oriented trade strategies. 

Foreign Direct Investment (FDI) flows flooded Thailand from countries such as Japan, 

Taiwan, Singapore, Hong Kong, Korea and the United States, who were attracted to the 

low labour costs in Thailand. This led to an explosion in exports of labour intensive 
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manufactures. By 1987, Thailand's economy was no longer dependent on the export of 

commodities but on the export of light industrial products and processed foods. 

The rapid development of the Thai export sector can to a large extent be contributed to 

the boom in foreign investment it received during the mid to late 1980s. Between 1989 

and 1995, the annual net inflow of foreign investment multiplied ten times. The inflow 

of the last three years of the 1980s was greater than the total foreign investment of the 

previous thirty (Baker and Phongpaichit, 1996). Two-thirds of this investment came 

from Japan and the four 'tiger' economies in Asia - Hong Kong, Korea, Taiwan and 

Singapore, and consisted of classic cheap-labour industries such as textiles and 

garments. By 1990, the textile and garment industry employed almost a million people 

and textile and garment exports had multiplied eleven times over the 1980s. The 

Government's decision in 1986 to raise foreign equity holdings paid handsome 

dividends in the three years, 1986-1989. Approximately 40-50% of the investments 

approved by the Board of Investment were for projects that would export 80-100% of 

their output (Parnwell, 1996). 

Investment was also made in labour-intensive assembly portions of the electrical, and 

automotive industries. Foreign companies, which had previously come to Thailand to 

supply the Thai domestic market and circumvent the high tariff barriers, were now 

expanding their production base to satisfy export markets. 

Investment by Japanese companies in the period 1988-1993 totalled approximately 

US$3.8 billion while Hong Kong, Korea, Taiwan and Singapore invested a further 

US$4 billion. A large portion of this investment went into major infrastmcture projects 
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and medium tech industries such as the semiconductor sector (Citibank, 1996). 

Between 1989 and 1995, total exports in the semiconductor sector tripled to 50 billion 

baht. Growth in the manufacturing of computer parts increased at an even faster rate. 

From an almost negligible export base in the mid 1980s, by 1995 exports exceeded 90 

billion baht which more than doubled the value of rice exports. 

This huge influx of foreign investment sparked a boom in domestic corporate 

investment, which grew six times in the late 1980s to reach 700 billion baht a year in 

the early 1990s, equal to around 25% of GDP (Baker and Phongpaichit, 1996). A 

number of the larger Thai conglomerates entered into joint-venture arrangements with 

foreign companies which enabled them to move into more sophisticated, capital-

intensive projects. 

However this process was not only restricted to the large Thai conglomerates, in fact it 

was the small to medium sized companies that took advantage of the huge inflows in 

foreign capital. Many of these companies developed export potential using cheap 

labour combined with locally available raw materials such as fmit and vegetables, 

woods, gems, seafood and leather products. 

In 1996 cracks began appearing in the seemingly indestractible Thai economy. GDP 

growth fell to 6.7%, much of this due to a slowdown in export growth. Rising labour 

costs, a lack of skilled labour and new technologies, and a strong baht that was pegged 

to the US currency, was weakening Thailand's competitive advantage. As Thailand's 

current account deficit grew, creditors lost confidence in the Thai economy and 
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speculators began attacking the baht, leading to a devaluation of the Thai baht in July 

1997 and the onset of Thailand's economic crisis. 

During the crisis, exports suffered much less than other parts of the economy mainly 

due to the large fall in the value of the baht that at one stage fell to 56 baht per US 

dollar, a 55% decline. Exports feU by 3.8% in 1997 and 6.8% in 1998. But by 1999, 

exports had recovered quickly growing by over 7% and slowly lead the economy to a 

mild recovery. 

3.5.1 Australian Imports from Thailand 

The strong growth in Thai exports is reflected in Thailand's exports to Australia, which 

have grown from US$37 million in 1978 to A$2.81 bilhon in the year 2000. Australia 

now accounts for 2% of Thailand's total exports and is Thailand's eleventh largest 

export market. Since the collapse of the Thai baht in 1997, that led to a 35% 

depreciation against the Australian currency, Australia's imports of merchandise and 

services has grown rapidly. 

3.5.2 Merchandise Exports by Sector and Product 

Thailand's merchandise exports to Austialia are dominated by manufactured goods. 

Between 1998 and 2000, manufactured products made up approximately 69-74% of 

total merchandise exports compared to agricultural products which made up 

approximately 6-11%. 

As Table 3.0.7 and 3.0.8 illustrates, exports of manufactured and mineral goods have 

been growing strongly and made up 82% of total merchandise trade between Australia 
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and Thailand in 2000. Conversely, over the period 1996 to 2000, exports of agricultural 

and agro-industrial products have been declining and their proportion of total Thai 

exports has fallen from 33% in 1996 to 17% in 2000. 

Table 3-0-7 Structure of Thailand's exports to Australia (A$ milllion) 

Item 

Agricultural products 

Agro-Industrial products 

Manufacturing products 

Mineral products and fuel 

Others 

Total 

1991 

55 

115 

269 

23 

4 

466 

1996 

100 

178 

524 

39 

3 

844 

1997 

115 

180 

625 

13 

15 

948 

1998 

108 

163 

682 

22 

5 

980 

1999 

110 

192 

980 

26 

8 

1,316 

2000 

98 

183 

1,224 

124 

7 

1,636 

Table 3-0-8 Structure of ThaUand's exports to Australia (Proportion %) 

Item 

Agricultural products 

Agro-Industrial products 

Manufacturing products 

Mineral products and fuel 

Others 

1991 

11.72 

24.67 

57.68 

4.91 

1.03 

1996 

11.88 

21.09 

62.09 

4.59 

0.44 

1997 

12.12 

18.95 

65.92 

1.36 

1.65 

1998 

11.02 

16.63 

69.93 

2.22 

0.55 

1999 

8.36 

14.58 

74.44 

2.02 

0.61 

2000 

5.98 

11.16 

74.78 

7.58 

0.47 

Source: DFAT (2002a) 

Thailand's major export products include motor vehicles for the transport of goods 

(Australia is now the major export market for Thai fully built-up passenger cars and 

light commercial vehicles), heating and cooling equipment, prepared seafood, 

computers, and television and telecommunications equipment. Tables 3.0.9 and 3.0.10 

display Thailand's principal agricultural and manufacturing exports respectively. 
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Table 3-0-9 Thailand's Major Agricultural Exports to Australia (US$ million) 

Item 

Frozen Shrimp 

Canned Fish 

Pet food 

Prepared fish and shellfish 

Rice 

Wheat Products 

Prepared and preserved fruits 

Rice products 

Sauces 

Frozen cuttle fish, squid and octopus 

1997 

55.2 

65.8 

24.3 

12.0 

19.4 

13.1 

12.8 

3.2 

8.9 

5.9 

1998 

60.4 

57.5 

18.5 

11.2 

15.2 

13.7 

10.9 

4.8 

7.6 

4.8 

1999 

57.8 

75.9 

20.4 

13.3 

17.9 

13.1 

14.6 

7.9 

8.2 

5.4 

2000 

42.7 

65.5 

15.7 

11.7 

21.6 

12.1 

13.9 

10.3 

8.2 

5.3 

2001 

54.0 

45.4 

20.7 

15.4 

14.3 

12.7 

10.1 

8.8 

8.7 

7.5 

Table 3-0-10 Thailand's Major Manufacturing Exports to Australia (US$ million) 

Item 

Vehicles 

Air-conditioners 

Crude Oil 

Computers 

Chemicals 

Iron and steel products 

Plastic products 

Paper and pulp 

Televisions 

Rubber products 

1997 

74.4 

49.6 

0.0 

69.8 

10.2 

23.1 

42.4 

13.2 

54.3 

20.6 

1998 

96.0 

72.4 

3.9 

64.2 

15.8 

28.2 

37.7 

15.0 

46.8 

23.3 

1999 

331.2 

62.8 

7.7 

63.6 

19.9 

37.7 

38.6 

23.5 

39.2 

22.2 

2000 

444.7 

78.6 

92.8 

82.5 

40.0 

53.1 

40.2 

27.6 

36.8 

27.1 

2001 

305.2 

93.7 

87.4 

53.7 

42.1 

39.7 

39.6 

34.6 

31.9 

31.2 

Source: DFAT (2002a) 
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Factors explaining the strong increase in imports from Thailand are the strong reduction 

in tariff barriers in the Australian market, the influx of FDI flows into the Thai economy 

throughout the mid to late 1980s which in turn caused the rapid growth in labour 

intensive exports in goods including cars, telecommunications and computer equipment; 

and this thesis argues that the large increase in student numbers from Thailand studying 

in Australia has facilitated trade expansion between the two countries. Thai exporters 

have relatively few barriers to overcome in accessing the Australian market. However, 

the Thai government has expressed concern about Australian quarantine procedures, 

particularly in relation to fresh frait and frozen prawn imports (East Asian Analytical 

Unit, 2000). Australian tariffs are much lower than those in Thailand with 85% of 

Australian tariffs between 0 to 5% and the simple average tariff at 4.4%. However, as is 

the case with Thailand's tariff system, tariff rates can fluctuate significantly between 

sectors. The three main sectors with the highest tariff rates are textiles (25%), clothing 

and footwear (15%) and automobiles (15%). Of Thailand's main export products, the 

following tariff rates apply: air conditioners, televisions and microwave ovens (5%); 

automotive air conditioners (15%); jewellery and accessories (0 - 5%); and frait and 

vegetable juice (5%) (DFAT, 2002a). 

Apart from tariff barriers, a common criticism targeted at Australia's trade policy is its 

extremely strict quarantine regime. This can often make it difficult for Thai exporters to 

access the Austialian market in a range of agricultural and food products including 

mango, durian, pineapples, mangosteen, frozen chicken, boiled chicken and shrimp. 

The Australian govemment argues that it is necessary to maintain such a conservative 

quarantine regime to provide appropriate security against the entry of unwanted pests 

and diseases which could threaten agricultural production and the natural ecosystems 
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which are so important to the Australian economy. The govemment also contends that 

Australia's quarantine regime has been developed in accordance with its intemational 

rights and obligations derived from the WTO Agreement on the Application of Sanitary 

and Phytosanitary Measures (SPS). The SPS Agreement defines the basic rights and 

obligations of WTO member countries to use measures necessary to protect human, 

animal or plant life including measures to test, diagnose, control, isolate and eradicate 

pests and diseases (Department of Agriculture, 1998). 

3.5.3 Thailand Service Exports to Australia 

As Thailand is a developing economy, its economy has traditionally relied upon 

agricultural-based products. Over the last twenty years, Thailand has also developed a 

comparative advantage in manufacturing. Hence, the services component of the Thai 

economy is relatively small and has fluctuated between 15-20% over the past decade. 

Trade in services between Thailand and Australia is composed of tourism, transport, 

cultural and recreational services. In 1999-2000, exports of services to Australia 

totalled US$318 milhon or 2.1% of total Australian services exports. Service exports to 

Australia have been trending up over the past decade and are becoming a more 

important component of total trade between the two countries. Thailand's service 

exports to Australia are dominated by travel services (US$209 million), followed by 

transport (US$90 million), and other services (US$19 million) (DFAT, 2002a). 

One of the sectors identified by the Thai govemment which they believe has strong 

potential is health-related services encompassing the herbal industry and spa resort 

providers who offer spa treatment and massage services to clients. Thailand is seeking 

to develop exports of services in comprehensive medical training, clinical practice and 
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research into altemative medicine. Thailand is currently well advanced in its research 

on an AIDS vaccine and is positioning itself as a regional hub in this particular field. 

As in many economies, Australia restricts access to its mainstream health services 

through registration and service standards criteria. However, Thai therapists and health 

instractors, will be well positioned to benefit from the liberalisation of the Australian 

services sector, arising from the Free Trade Agreement between Australia and 

Thailand, scheduled to commence in 2005. 

Thailand has also expressed a desire to position itself as a regional hub for education 

and training services. A key component to the success of this policy is for Thai 

institutions to develop effective linkages and partnerships with overseas educational 

institutions to enhance the quality of services it can offer within the region. Australian 

institutions are actively seeking to develop offshore programs in the Thai market which 

will assist Thailand in achieving their stated objective. As mentioned earlier, a recent 

policy change by the Thai government is now actively encouraging public Thai 

universities to offer international degree programs in conjunction with overseas 

institutions. This should assist Thailand developing into a regional education hub. 

Traditionally, most economies have been relatively slow to open their markets to 

overseas service providers. This is not surprising, because the GATT agreement did not 

cover trade in services until the creation of the General Agreement on Trade in Services 

(GATS) in 1994. Although Australia has been quite active in liberalising certain 

service sectors such as banking and finance, and its telecommunications sectors, there 

still remains significant barriers to entry in a wide range of service sectors. Figure 3.0.3 

details Austialia's limitations on market access in a range of service sectors. 
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Figure 3-0-3 Limitations on market access in service sectore in Australia 

Sector/Subsector 

Business Services 

Professional Services 

Financial Services 

Insurance and 

insurance-related 

services 

Banking and other 

Financial Services 

Domestic Regulation 

Legal Services: People practising foreign law in the States of New South Wales 

and Victoria and in the Northern Territory may do so on their own account or in 

partnership with local lawyers and may employ local lawyers. In the States of 

Western Australia and Queensland, there are no regulations regulating the 

practice of foreign law by foreign lawyers. In South Australia foreign lawyers 

are permitted to practise foreign law. 

Accounting, auditing and book-keeping services: Only natural persons may be 

registered as auditors and liquidators 

Approval of non-resident life insurers is restricted to subsidiaries 

Registered foreign life insurance companies are required to have a principle 

officer resident in Australia 

An authorised insurance company operating in Australia as a non-incorporated 

entity must appoint an Australian resident as agent of the insurer. 

Most State and Territory Govemments maintain restrictions, by way of 

monopolies or licensing provisions and associated controls on premiums and 

other terms of policies, in the same areas of insurance. 

A foreign bank located overseas is able to offer its services to Australian 

enterprises, but is not allowed to raise funds in Australia or undertake business 

within Australia unless it is an authorised bank (or establishes a money market 

corporation, subsidiary etc.). 

Foreign exchange transactions within AustraUa (including foreign exchange 

derivations) may be effected through a licensed foreign currency dealer, 

however this is not necessary where the transaction is settled immediately, or 

where the person is dealing on their own account. 

Foreign banks may undertake banking operations in Australia through an 
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Transport Services 

Maritime transport 

services 

Coastal Shipping 

authorised branch, however, a branch may not accept "retail" deposits. A 

foreign bank wishing ton accept "retail" deposits must seek authorisation as a 

locally-incorporated subsidiary for that purpose. Foreign bank branches may 

accept deposits (and other funds) in any amount from incorporated entities, 

non-residents and their own employees. Deposits (and other funds) may only 

be accepted from other sources where the initial deposit (or other funds) is 

greater than A$250,000. Deposit-taking outside of this is considered to be 

"retail" banking business. 

Any person (foreign or domestic) wishing to control or hold a stake of greater 

than 15% in a financial sector company (which includes banks, general insurers 

and life insurers) would require the Treasurer's approval as governed by the 

Financial Sector (Shareholdings) Act 1998 

Liner Shipping: Part X of the Trade Practices Act 1974 requires that every 

ocean carrier which provides international liner cargo shipping services to and 

from Australia, shall at all times, be represented for the purpose of the Act, by a 

person who is an individual resident in Australia; has been appointed by the 

ocean carrier's agent for the purposes of the Act; and is specified in the register 

of the ocean carrier agents as the ocean carrier's agent. 

Establishment of registered company for the purpose of operating a fleet under 

the national flag of Australia: nationality requirements for ownership and 

registration of vessels as defined by the Shipping Registration Act 1981. A ship 

can be registered in AustraUa if more than half the shares are owned by 

Austrahan nationals or if it is on demise (bare boat) charter to an Australian-

based operator. 

Authorisation to carry coastal cargo is subject to compUance with legislation 

requiring, inter alia, that the crews of Ucensed vessels engaging in coastal trades 

are paid Australian wage rates and that such vessels are not in receipt of 

subsidies from foreign govemments. UnUcensed vessels must obtain a 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/Thailand Bilateral Trade Flows 78 



Chapter Three: Australia/Thailand Relations 79 

Air transport services 

Coasting Trade permit before being allowed to carry Australian domestic cargo. 

Such permits are issued only where no Ucensed ship is available, and where it is 

in the public interest. 

Other important provisions include: AustraUan resident crew members to be 

subject to Australian income tax; vessels operating on the coast to be imported 

or have a coasting trade permit; crew operating on the coast to be subject to 

normal migration mles; Australian standards of safety and rehabilitation apply; 

and customs duty to be paid on items used on board coastal trading vessels. 

Foreign airlines flying into Australia may acquire up to 25% of equity in a 

domestic carrier individually or up to 40% on aggregate. Australia's Foreign 

investment Review Board sectoral guidelines allow foreign persons (including 

foreign airlines) to acquire 100% of the equity of an Australian domestic 

airUne, unless this is contrary to the national interest. In the case of 

international Australian carriers except Qantas, foreign airUnes may acquire up 

to 25% of the equity individually or up to 35% on aggregate. In the case of 

international AustraUan carriers except Qantas, foreign interests (including 

foreign airlines) may acquire up to 48% of equity. In the case of Qantas, total 

foreign ownership may not exceed 49%, with individual and aggregate holdings 

by foreign airlines limited to 25% and 35% respectively. 

Source: DFAT (2002a) 

Figure 3.0.3 highlights the openness of the Australian service sector compared to that of 

the Thai economy. It is much easier for Thai firms to provide services to the Australian 

market, than it is for Australian firms to operate in the Thai market. 

3.6 Foreign Investment in Thailand 

There are few economies in the world that have been transformed so dramatically and 

so rapidly by foreign investment flows as the Thai economy during the decade 1986-

1996. As discussed earlier in this Chapter, the annual net inflow of foreign investment 
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into Thailand multiplied ten times between 1989 and 1995. The inflow of the last three 

years of the 1980s was greater than the total foreign investment of the previous thirty 

years (Baker and Phongpaichit, 1996). Most of this investment was coming from Japan 

and the 'tiger' economies, with relatively little investment flowing from Australian 

companies. The Thai Govemment's decision in 1986 to raise foreign equity holdings 

paid handsome dividends in the three years 1986-1989. Approximately 40-50% of 

investments approved by the Board of Investment were for projects that would export 

more than 80% of their output (Parnwell, 1996). 

A large portion of this investment went into major infrastmcture projects and medium 

tech industries such as the semiconductor sector (Citibank, 1996). Between 1989 and 

1995, total exports in the semiconductor sector tripled to 50 billion baht. Growth in the 

manufacturing of computer parts increased at an even faster rate. From an almost 

neghgible export base in the mid 1980s, by 1995 exports exceeded 90 billion baht 

which more than double the value of rice exports. 

However, by the mid 1990s, FDI flows into Thailand began to slow and the Thai 

economy weakened. This decline in foreign investment was a result of the growing 

stractural imbalances created by the speed of development over the past decade 

(Business Monitor, 1996). Education, infrastracture and environmental development 

have failed to keep up with the rapid changes in the economy. The lack of adequate 

transport and skilled graduates, combined with traffic congestion and poor air quality, 

has made Bangkok less attiactive to foreign investors. It has been estimated that the 

cost of Bangkok's jammed roads may amount to 60% of the capital's regional product 

(Parnwell, 1996). 
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As a result of the Thai economic crisis and in an attempt to stimulate FDI flows back 

into the Thai economy, the Thai govemment has undertaken a series of policy 

concessions to liberalize its investment regime, granting to all foreigners the same 

privileges granted to American investors within 10 years. These privileges are 

outiined in the U.S. - Thai Treaty of Amity and Economic Relations which allows U.S. 

citizens and businesses incorporated in the U.S. to engage in business on the same basis 

as Thais (Morrison, 2003). The treaty exempts U.S. businesses operating in Thailand 

from most foreign exchange restrictions imposed by the Alien Business Decree. The 

only areas where Thailand restricts American investment is communications, transport, 

fiduciary functions, banking, the exploitation of land or other natural resources and 

domestic trade in agricultural products. 

3.6.1 How Did Thailand Attract Foreign Investment 

Why was Thailand able to attract all of this foreign investment? How did it attract 

foreign investment away from countries like Malaysia whose infrastracture and 

investment incentives were more attractive, or Indonesia whose resource base was much 

greater and labor costs lower than Thailand's? There are a number of reasons why 

Thailand was able to do this. Serious attention by the government to stractural 

economic problems, supported by the World Bank and IMF, and pradent monetary and 

fiscal policies, enabled Thailand to avoid getting into difficulties during the stractural 

adjustment period of the early to mid 1980's. When the worid economy recovered, 

Thailand was in a position to take full advantage of the changes that had occurred 

(ParnweU, 1996). Importantly, Thailand was perceived as a good place to do business, 

as Thai firms were stiong partners and responsive suppliers. Also the govemments 

fairiy liberal attitude towards foreign investment, highlighted by the few restrictions it 
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placed on capital inflows and the private sector's ability to operate relatively free of 

govemment interference were also deciding factors. All of these factors combined, 

enabled Thailand to lead the world in average GNP per capita growth from 1985-1994 

at more than 8% a year (Citibank, 1996). 

Figure 3-0-4 ThaUand Real GDP Growth Rates 1985-1995 

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 

Year 

3.6.2 Present Foreign Investment Regulation in Thailand 

The Board of Investment (BOI) is the main govemment agency responsible for 

providing incentives to stimulate investment in Thailand and is governed by the 

Investment Promotion Act of 1977 which was amended in 1991. The BOI provides 

support to both foreign and Thai businesses, that are either planning to invest, or have 

already committed to invest in the Thai economy. 

The BOI promotes projects which: 

• stiengthen Thailand's industrial and technological capability. 

• use domestic resources. 
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• create employment opportunities, 

• develop basic and support industries, 

• eam foreign exchange, 

• contribute to the economic growth of regions outside Bangkok, 

• develop infrastracture that conserve natural resources, 

• reduce environmental problems (Thailand Board of Investment, 1997). 

The BOI is allowed to grant a number of fiscal and non-fiscal incentives and guarantees 

to investment projects that meet national economic development goals. In addition to 

investment incentives, the BOI also offers business-related services to investors and 

potential investors. These services include working with investors to help them obtain 

the appropriate licenses and permits, and identifying attractive investment projects and 

joint-venture partners. 

Table 3.0.11 hsts some of the incentives given to investors under the 1977 Investment 

Promotion Act. 
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Table 3-0-11 Incentives given in the 1977 Investment Promotion Act 

Non-tax Incentives 

Guarantees 

Permissions 

Protection Measures 

• Against Nationalization 

• Against state monopolization of the sale of products similar to those 

produced by the promoted project 

• Against price controls 

• Against tax-exempt imports by government agencies or state enterprises 

• Permission to export 

• To bring in foreign nationals to undertake investment feasibility studies 

• To bring in foreign technicians and experts to work on promoted projects 

• To own land to carry out promoted activities 

• To take or remit foreign currency abroad 

• Imposition of a surcharge on imports at a rate not exceeding 50% of the 

CIF value for a period not more than one year at a time 

• Import ban on competitive products 

• Authority by the Chairman to order any helpful actions or tax relief 

measures for the benefit of promoted projects 

3.6.3 Foreign Ownership Controls 

The BOI's qualifications relating to foreign ownership are detailed in the Alien 

Business Law, which prohibits foreigners from holding controlling interests in 

businesses engaged in a limited number of agricultural and commercial activities 

(Citibank, 1996). It is hoped that in the near fiiture Thailand will relax further the 

regulations pertaining to foreign ownership to permit more extensive foreign ownership. 
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The BOI is authorized to examine on a case-by-case basis the amount of foreign 

ownership in certain investments of special importance to national development. 

American companies, as detailed before, also qualify for special exemptions under the 

Treaty of Amity and Economic Relations between Thailand and the United States. 

The Thai govemment uses a number of criteria when considering approval of foreign 

investment in a wholly foreign-owned project, or foreign equity participation in a joint 

venture project to which investment promotion has been granted. 

For investment projects in agriculture, animal husbandry, fishery, mineral exploration 

and mining, or in the service sector. Thai nationals must own at least 51% of the 

registered capital. However, for projects with investment capital over 1,000 million 

baht, foreign investors may initially hold a majority or all of the shares but Thai 

nationals must acquire at least 51% of the registered capital within five years of starting 

operations. 

For manufacturing projects, if the production is mainly for the domestic market. Thai 

nationals are required to own at least 51% of the registered capital, except for projects 

which are located outside metropolitan Bangkok, where majority or wholly-owned 

foreign projects are allowed. 

3.6.4 Foreign Investment Flows Between Australia and Thailand 

Both Australian investment in Thailand and Thai investment in Australia is relatively 

small. Cumulative Australian investment into Thailand as at June 2000 totaled A$482 

million. Australian direct investment inflows into Thailand in 2000 represented only 
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1% of total Austrahan FDI abroad and placed Australia tenth among countries 

providing foreign direct investment into Thailand. To gain an understanding of the 

relatively small amount of foreign direct investment Australian companies are providing 

Thailand, one can compare Australia's foreign investment flows into Singapore which 

equate to 20 times the size of that in Thailand. There are a number of reasons for this, 

primarily being that the Singapore govemment is more favorable to foreign direct 

investment flows while Australian companies have difficulties in the Thai market with 

work permit and visa problems. It could also reflect a lack of awareness by Australian 

companies of investment opportunities in the Thai market. 

Table 3-0-12 Stock of Australian Investment Abroad (A$ million) 

Country 

USA 

EU 

UK 

Germany 

Japan 

New Zealand 

ASEAN 

Singapore 

Indonesia 

Malaysia 

Phillipines 

ThaUand 

Others 

Total 

1997/98 

103,223 

82,939 

56,800 

5,610 

10,127 

14,483 

7,154 

3,716 

1,066 

803 

535 

604 

69,044 

286,970 

1998/99 

111,334 

79,785 

52,336 

5,111 

15,569 

16,636 

10,178 

4,851 

2,478 

1,044 

598 

677 

65,523 

299,025 

1999/2000 

156,672 

101,788 

65,046 

7,604 

22,773 

19,815 

14,691 

9,676 

2,619 

671 

642 

482 

60,152 

375,891 

Source: DFAT (2002a) 

The Australian companies that are investing in Thailand operate in a fairly diverse range 

of sectors including engineering, constmction materials and services, manufacturing. 
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agriculture and foodstuffs, banking and insurance, education, transport, and legal and 

accounting services. However most Australian investment ties in the manufacturing 

sector. 

Data on Thai foreign direct investment in Austraha shows that Thai companies had 

invested A$115 million in Austraha by June 2000. However, as is highlighted in the 

questionnaire discussed in Chapter Eight of this thesis, there may be a significantly 

large number of small investments in Australia (primarily property) that would not be 

captured by official Government data. 

3.7 Conclusion 

In this Chapter analysis was conducted on the bilateral economic relationship between 

Australia and Thailand with a complete breakdown of flows in goods and services 

between the two countries. Recent discussions by the Australian and Thai govemments 

and the subsequent agreement to develop a Free Trade Agreement between the two 

countries will not only stimulate trade between the two countries, but will also 

stimulate even further the flow of Thai students to Australia and quite likely the flow of 

Austialian students to Thailand. As the Joint Scoping Study into the Free Trade 

Agreement found, bilateral trade between Australia and Thailand as well as investment 

flows is much lower than most of Australia's other bilateral trade relationships with 

East Asian countries, hence there exists a need to examine why such a potential gap 

exists, and possibly what role development of existing networks between Australia and 

Thailand can be exploited for bilateral trade to reach its full potential. 
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CHAPTER FOUR 

THE INDIRECT ECONOMIC IMPACT OF OVERSEAS 

STUDENTS - THE LINK BETWEEN OVERSEAS STUDENTS AND 

TRADE FLOWS 

4.1 Introduction 

Unfortunately, research on the indirect economic effect overseas students have on 

Australia is limited. As was discussed earlier in Chapter Two, reports on the benefits 

that overseas students bring to Australia are numerous, including the increased cultural 

understanding and long-term economic trade linkages that are developed through 

exposure of local students to overseas cultures. However, research that attempts to 

quantify and expand on these long-term effects is extremely limited. In this Chapter, 

attention is focused on the non-direct economic impacts overseas students can have, and 

in particular the role that network analysis can play, in helping to explain this 

phenomenon. 

4.2 The Link Between Overseas Students and Trade Flows 

In summary, the reasons put forward in the literature as to why there may be a positive 

correlation between overseas students studying in Australia and Australia's trade flows 

with their respective home countries are as follows: 

• Overseas students educated in Australia exhibit a preference for importing 

Australian-made commodities (Holdaway, Bryan et al., 1988; Harris and Rhall, 

1993); 

• An existence of a pro-Austialian attitude; 

• Training in Australia emphasises ways of doing things which require the purchase 

of Austialian equipment (Harris and Jarrett, 1990; Altbach, 1991); 
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• Students become familiar with Australian standards and practices, which increases 

brand loyalty for Australian products (Altbach, 1991; Industry Commission, 1991); 

• The creation of positive attitudes by overseas students towards Australia (Kauffman, 

Weaver et al., 1992); 

• The creation of personal and institutional relationships developed in Australia by 

overseas students who may be able to facihtate or influence trading liaisons with 

Austraha in the future (Throsby, 1991; Industry Commission, 1991; Review 

Committee on Overseas Student Policy, 1984; Overseas Student Trast, 1981; Leslie, 

1989; Altbach, 1991; Sargent, 1992). 

Putting a value on these future trade opportunities has been difficult. In 1983, the 

Goldring Committee estimated the contribution of foreign students to increased trade, to 

be less than $3 million per annum. However, given that the total number of overseas 

students in Australia has increased from 13,800 in 1982, to more than 180,000 in 2000, 

more than a thirteen-fold increase, if it is assumed that a similar increase in trade flows 

resulting from foreign students has occurred, this would now approximate at least $40 

milhon. 

A UK study (Overseas Student Trast, 1981) undertaken by the Board of Trade in 1969, 

found that three quarters of the fkms responding to a survey of export-oriented 

enterprises believed that 'training of overseas personnel' was valuable to their exports. 

The study titied 'Exports and the Industrial Training of People from Overseas' 

examined on the job industrial training of overseas nationals by British firms in a 

number of different work disciplmes. However, this study was not primarily concemed 
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with overseas students as only 19% of the 6000 overseas trainees identified in the 

survey were enrolled in Higher Education courses. 

In 1980, The Overseas Student Trast in conjunction with the UK Department of Trade, 

decided to seek evidence abroad through its own members about the value to them of 

overseas nationals who had studied in the UK. In particular, an assessment of the 

benefit to overseas trading operations of the presence in business or government of 

individuals who had been educated in the UK. 

A letter was sent to fifty companies inviting comments on the following questions: 

1. What view is taken of the value to your firm's overseas operations of local 

personnel who have been educated in the UK? 

2. Are such people a factor in your company's relations with the local Govemment, or 

with your customers or suppliers in the public or private sectors? 

3. Can they and do they affect the attitude of the media towards the UK and therefore 

your relations with the general public in that country? 

4. Do competing firms from other trading nations adopt a stance in this matter? 

The results from 42 companies that gave substantive replies revealed that 36 out of 42 

surveyed companies reported positive benefits to their company, which they believed to 

be the result of overseas students studying in the United Kingdom. What clearly 

emerged from the respondents' replies was that UK-educated individuals in the middle 

and upper levels of Govemment and business, had a strong cultural affection for the 

UK, that implied a basic sympathy towards trading hnks with Britain and was a key 

factor in securing business. In the narrower context of an export order, the Trast made 
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the point that price, quality, delivery date, and after-sales service will all influence the 

purchaser's decision. All these factors being equal, a familiarity with a British product, 

arising from a period of study in the UK, may be enough to tip the scales in favour of 

the British exporter. 

A study by Blaug (1981) applied cost-benefit analysis to overseas students in Britain to 

determine whether their benefits were indeed greater than their costs. Blaug identified 

that the short and long-ran economic benefits fell into four key areas; (i) the market 

value of scientific research that some overseas students carry out; (ii) the contribution 

that some overseas students subsequently make to British exports; (iii) the contribution 

of the spending of all overseas students on the balance of payments; and (iv) the 

contribution that all overseas students make to aggregate demand for British goods and 

services. Of interest, is the second category identified by Blaug and the process he used 

to see if any relationship exists between overseas student numbers and British exports. 

Blaug used data on British exports by countries of sale to determine if any systematic 

correlation existed between the number of overseas students coming from a particular 

country and the value of UK exports sold to that countiy x years later. Blaug calculated 

a simple correlation coefficient (R^) between the average growth rate of overseas 

students coming to Britain for every country in the world and the average growth rate of 

British exports. Blaug's R^ value of -1-0.37 implied a relatively strong relationship 

between the two variables. Blaug summed up his research by stating that given the 

complex set of factors that influence the country composition of exports, it is not easy to 

determine the significance of overseas student numbers on subsequent export flows. 

However, he did suggest that it may be possible to analyse the problem using 
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multivariate regression techniques which would allow the overseas student variable to 

be singled out whilst other factors are held constant. 

A report of the Committee of Review of Private Overseas Student Policy (1984) 

discussed at length the possible trade and commercial benefits arising from the presence 

of overseas students in Australia. The Committee was presented with evidence from a 

wide range of submissions which highlighted these possible trade benefits. As the 

Committee stated: 

'It is common sense that in terms of bilateral dealings between particular 

individuals and organisations there are advantages in dealing with people who 

have been educated in Australia.' Page 70 (Committee of Review of Overseas 

Student Policy, 1984) 

The Committee received examples in submissions of how Australian-educated people 

had played an important role in decisions to award contracts to Australian firms where 

there did not seem to be any major differences between competitors. One particular 

overseas mission said it had personal knowledge of occurrences where retumed students 

of that country (or those with family studying in Australia) had been able to influence 

decisions involving various projects worth approximately A$100m per year, or about 

25% of the total value of Austialia's exports to that country. 

Other submissions detailed the influence that Austrahan-educated people had on the 

development in their home country of standards and regulations in the areas of 

agricultural and engineering. One example highlighted by the Committee concemed a 

submission by an Australian mission in Asia that provided details relating to the head 
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and a number of officers of a local government Department, who had all been trained m 

Australia. These people developed veterinary standards and new regulations on the 

import of fresh foods into their country, that were very similar to Australian standards. 

This gave Australian exporters a strong head start into successfully entering this market. 

The Committee also highlighted the contacts made by overseas students while studying 

in Australia that had helped promote opportunities for Australian consultants in 

overseas countries. It also proposed that investment flows and tourism numbers may be 

related to overseas student numbers. An interesting point was made by the Bureau of 

Labour Market Research which claimed that both anecdotal evidence and the Australian 

Bureau of Statistics data (available to it on intemational travel flows) revealed that a 

significant component of tourism business was directly generated by overseas students, 

and that this benefit could even exceed the value of commodity trade with certain 

countties. 

The Committee found that the successful handling of the overseas student program is 

likely to bring substantial commercial and trading benefits to Australia in both the short 

and long-term. Although most of the Committee's comments are based on anecdotal 

evidence, it is through this social network development process (that seems to be real 

and valid although very difficult to quantify through empirical research) that seemingly 

trade is generated through this mechanism. 

The Industry Commission's (1991) report into the export of Austrahan education 

services discussed the trade and commercial benefits generated by overseas students 

that can arise from a number of factors, including: students acquiring brand loyalties to 
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Australian products whilst they are studymg in Australia leading to greater future 

demand; increased facilitation of trade between countries as a result of personal and 

institutional relationships developed in Australia by overseas students able to facihtate 

or influence trading networks with Australia in the future; and Austrahan-educated 

people may also influence the development in their home country of import standards 

and regulations, that are compatible with Australian standards. 

Similar findings arose from Harris and Jarrett's (1990) study which claimed that 

significant trade benefits probably do occur as a result of overseas students studying in 

Australia. Their report argued that former students educated in Australia exhibit a 

preference for importing Australian-made commodities and that training in Australia 

emphasised ways of doing things that require the purchase of Australian equipment. 

This argument was also put forward by Altbach (1991), who stated that a foreign 

student's overseas study experience builds strong links to the country in which they 

earned their degree. These links can be beneficial not only in terms of the good 

relations it generates between important elites in both the private and public sectors, but 

also through loyalty the foreign graduate can show towards host-country computers, 

scientific equipment and textbooks. 

It seems quite surprising that over the past two decades, no substantive econometric 

study has looked into the connection between trade and overseas students in Australia, 

as the flow of overseas students into Australia has increased dramatically. 

Understandably, the difficulties associated with quantifying any trade benefits generated 

by overseas students is quite a challenge; yet given the possible size of the impact this 

relationship may have, it is important to research and explore this issue further. 
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One area of research, which is receiving increasing attention in an ever increasing 

networked global economy, and is important in helping to explain what impact overseas 

students have on bilateral trade flows, is the economics of networks. Attention is now 

turned to this field of study. 

4.3 The Economics of Networks 

Network industries play a dominant role in most economies in the world today. The 

transportation, railroad, communication and information networks dominate economic 

activity and continue to grow in importance. In particular, the last two types of 

networks, information and communication, are driving the so-called new economy, or 

knowledge economy. These network technologies which are spreading their reach into 

almost all facets of the economy and society are valuable because they are 

interconnected. There are also many important non-network industries that share many 

essential economic features with network industries as well (Economides, 1996). Due 

to this, the economics of networks has been an area well researched and documented. 

Markets for network products distinguish themselves from markets for more traditional 

products such as wheat, by possessing a number of common characteristics: 

• Complementarity, compatibility, and standards, 

• Consumption Externalities, 

• Switching costs and lock-in, 

• Significant economies of scale in production. 

The notion of a network implies nodes and links. Many components of a network are 

required for the provision of a typical service so network components are 

complementary to each other. For example, computers can not be used without being 
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attached to a monitor or mobile phones without a mobile phone network. These types 

of products are called complements and when consumers wish to buy such products 

they are actually looking at purchasing systems rather than individual products. These 

products must also be compatible meaning that the complementary products must 

operate on the same standard. Figure 4.0.1 shows a information superhighway network 

and its range of complementary products. 

Direct 
Broadcast 
Satellite 
(Wireless) 

Source: (Economides, 1996) 

Figure 4-0-1 An Information Super Highway Network 

Personal 
Communication 
Services 
PCSPCN 
(Wireless) 
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Networks exhibit positive consumption and production extemalities. A positive 

consumption extemality (or network extemality) means the value of a unit of the good 

increases with the number of units sold (Economides, 1996). If a consumer purchases a 

fax machine, and no one else in the economy has a fax machine then the value of their 

purchase is zero. However, as more and more units of fax machines are sold in the 

economy the value of the consumer's purchase increases as they are able to send and 

receive faxes to a much larger population. The use of email is another good example. 

Even though the first email message was sent in 1969, it wasn't until the mid 1990s that 

this type of communication became popular, and the purchase of an intemet connection 

became more and more valuable. Hence, large networks are more attractive to users 

than small ones. These extemalities are referred to as adoption or network extemalities 

and are the basis for what is known as Metcalfe's law which states that if there are n 

people in a network, and the value of the network to each of them is proportional to the 

number of other users, then the total value of the network (to all the other users) is 

proportionate to n JC (n-I) = n^ - n. This implies that a tenfold increase in the size of a 

network leads to a hundredfold increase in its value (Shapko and Varian, 1999). 

The role of networks has seemingly become much more prevalent and important in 

today's global economy due to the shift that has taken place in both the business world 

and society where knowledge and information (key areas where networks can play a 

facilitating role) are now central to many industtialised economies. These paradigm 

shifts in economic and social structures can take place over long periods of time. 

Dmcker (1993) described the current paradigm shift which he beheves commenced 

around 1960 and will continue through until 2010 or 2020 as a process in which the 

traditional economic resources of land, labor and capital are being overshadowed by 
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knowledge and knowledge workers. The advancement of economies throughout the 

world from agriculture based to manufacturing and services has been analysed 

extensively in the literature. This new phase is now shifting an increasing number of 

economies into information and knowledge-based industries and activities. 

These industries have a number of distinct characteristics identified by Skyrme (1999): 

1. Every industry is becoming more knowledge intensive. Even in agriculture, 

knowledge adds value. By combining knowledge about the effect of a 

fertilizer, soil condition, the state of plant growth (using information from 

satellite photographs), and the forecast weather conditions, farmers can use 

40% less fertilizer on their crops, yet achieve the same results. A new 

generation of combine harvesters automatically measures the weight and 

moisture content of the com and calculates yields per acre. Every industry 

has comparable examples. 

2. Smart products. Another manifestation of knowledge intensity comes in so-

called 'smart products'. These use information or knowledge to provide 

better functionality or service that can command premium prices. There is a 

smart tyre that senses the load it has to carry and adjusts its pressure 

accordingly. Services can be enhanced through better customer knowledge. 

Marriott hotels, for example, keeps track of individual preferences so that it 

can offer superior service when their customers check in. 

3. Higher information to weight ratios. The value of electronics in cars now 

exceeds that of the value of the metal chassis, which itself, through better 

knowledge of stractures, is significantiy lighter than that of its predecessors. 

An indication of this trend at the macroeconomic level is the ttend in weight 
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and value of US exports. At the start of the twentieth century this ratio was 

roughly equal however today the financial value is twenty times higher, 

while the physical weight of goods exported is about the same. 

4. Value in intangibles. The market value of most companies is several times 

higher than the value of their physical assets as recorded in their balance 

sheets. In June 1997, the average market to book value for companies in the 

Dow Jones industrial index was over five. For more knowledge intensive 

businesses, such as software and pharmaceutical companies, this ratio is 

often more than ten. This difference is largely accounted for by intangibles, 

such as know-how, information systems, patents and brands, whose value is 

not recorded by traditional accounting methods. 

5. Trade in intangibles. The ultimate in information to weight ratios is the 

weightless product or service. There is a growing range of these intangibles 

that are traded in their own right. For example, the value of licenses from 

patents in the US has increased from $3 billion in 1980 to over $100 billion 

today. Financial markets are almost wholly intangible. Futures options and 

complex derivatives are perhaps the ultimate intangible knowledge product, 

having been created through human ingenuity. 

Why does the evolution of economies from a base of agricultural, manufactured or 

service goods to a knowledge and information base, increase the importance of 

networks in the economy? The answer lies in the stracture of a network and the design 

of the knowledge economy where connections and collaborations add value. 
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A network is made up of nodes and links. Nodes can be individuals, teams, or even 

organizations. Nodes within the network can both provide and store knowledge. In an 

organizational perspective, the links within a network are various connecting and co­

ordinating mechanisms, such as workflow procedures, meetings or formal company 

gatherings (Skyrme, 1999). As information is transmitted across such links, new 

knowledge is created at the nodes. Often such transmitted information is not circulating 

through public channels, thus increasing its importance and usefulness within the 

network (Powell and Smith-Doerr, 1994). 

Because in the knowledge economy, connections and collaborations are critical, the 

importance of networks in the overall economy is heightened. When a number of 

people are connected together, multiple pathways are created for knowledge to flow 

between. By combining such knowledge flows between those connected within this 

network, new knowledge can be developed and transmitted through the links of the 

network, to create new knowledge at the nodes. It is within these exchanges that 

knowledge can be shared and hopefully new knowledge created which can be used to 

benefit the organization. 

It is through this process that business today can build competitive advantages over their 

rivals and succeed in an international marketplace. It is not the explicit information and 

data (which is easily codified and stored) upon which businesses can build such 

advantages over their competitors. It is the complex, context-sensitive, knowledge that 

lies in individuals, communities of interest and their connections where firms acquire 

competitive advantages, so critical to success in intemational business (Krebs, 1998). 

Figure 4.0.2 illustrates this process of knowledge creation within a network stracture. 
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Figure 4-0-2 The Creation of Knowledge Within a Network Structure 
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The physical infrastincture of computer and telecommunication networks and their 

applications such as e-mail and mobile phones are simply facilitating the process in 

which people can utilize connections they have within their own personal network. It is 

through people's social networks that knowledge, information, opporttinities and ideas 

can be shared and thus acted upon. 

And it is here that lies the key argument to the hypothesis in this thesis, that the 

generation of international overseas networks that occur when students study overseas 

can play an important role in stimulating trade flows. The knowledge and information 

that can be transmitted through these intemational social networks can generate 

knowledge and awareness of business opportunities in overseas markets. Attention is 
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now tumed to this area of social network theory, in order to better understand how 

social networks play such a role. 

4.4 Social Network Theory 

The relatively new field of social network analysis has attracted considerable interest 

over the past two decades from the social and behavioural science community and also, 

interestingly from economists. This interest by economists in social network analysis 

has arisen due to doubts regarding the practicality and usefulness of neoclassical theory 

in explaining numerous aspects of economic life (Ebenfield and Jussawalla, 1984; 

Biggart and Hamilton, 1992; Granovetter, 1992; Larson, 1992; Portes, 1995) and more 

importantly because there are important increasing retum benefits realised from 

networks. 

In particular economic sociology has focused on the ways in which social influences 

can modify the maximising behaviour of individuals assumed by neoclassical 

economists. By looking at economic actors as rational but not socially atomised, in the 

sense that social relationships enter every stage of the process, from the selection of 

economic goals to the organisation of relevant means, economic sociology research has 

generated predictions which differ markedly from more conventional economic models. 

Classical and neoclassical economists believed that the fact that actors may have social 

relations with one another was no more than a frictional drag that impeded competitive 

markets. As Granovetter (1995) explains, the view of traditional development theory 

that embeddedness of economic action in non-economic obligations, inhibits economic 

expansion, and that existing economic institutions have evolved in some efficient way 
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to solve economic problems, has been replaced by a more sociological perspective. 

That is, that the organisation of economic activity around kin and friends can be a clever 

solution for difficult problems. 

Granovetter (1992) argues that the ability of economic sociology to improve on the 

explanations of economic action and institutions offered by neoclassical economists 

arises from three fundamental reasons: (1) the pursuit of economic goals is typically 

accompanied by non-economic ones such as sociability, approval, status, and power. 

(2) Economic action is socially situated and cannot be explained by reference to 

individual motives alone. It is embedded in ongoing networks of personal relationships 

rather than carried out by atomised actors. (3) Economic institutions do not rise 

automatically in some form made inevitable by extemal circumstances; rather they are 

socially constracted. Granovetter also found that one of the main reasons why people 

conduct their economic activity through personal networks is that sociability, approval, 

status, and power are central human motives and since economic activity is a dominant 

component of most people's lives, they cannot be expected to close themselves off from 

the world which allows them to achieve these desired motives. 

Likewise, Swedberg (1994) argues that the market represents one of the most important 

economic institutions in the modem world and that it needs to be looked at as a specific 

type of social stmcture rather than merely a price-making mechanism. He defines 

social stmcture as some kind of recurrent and patterned interaction between agents that 

are maintained through sanctions. 

A social network as defined by Laumann, Galaskiewicz et al. (1978:458) is: 
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'a set of nodes (e.g. persons, organisations) linked by a set of social 

relationships (e.g., friendship, transfer of funds, overlapping 

membership) of a specified type.' 

The term network emphasises that each individual has ties with other individuals, each 

of whom has further ties with others, and so on. In business, it is a simple way of 

labelling the complex set of business strategies and choices that firms make to facilitate 

their business operations. This form of business networking will often extend beyond 

national boundaries (and can be more useful when this happens) as the need for accurate 

and trasted information is typically greater in international business dealings. 

A common approach used by network studies which attempts to analyse the structural 

principles of social life such as community relations, kinship and family ties, has been 

to employ mathematical techniques to assist in determining why individuals choose 

particular courses of action and how such relationships are activated. 

In the following sections, an examination is undertaken of some of the benefits that 

social networks can generate and how these are used by firms to assist their business 

dealings. 

4.5 Social Network Theory and Information Flows 

The move away from the neoclassical depiction of economic relations as impersonal to 

incorporating sociology and pre-existing ties as a key determinant in economic 

exchange, has flourished because of the importance of accessing new and valuable 

information, and reducing transaction costs in a firm/entrepreneur's operations. 
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Information has always been essential to economic activity, and the advancement of 

interactive telecommunication based networks including telephone, fax and the Intemet 

have been engines driving the new information economy (Shapiro and Varian, 1999). 

However, these telecommunication-based networks are similar to traditional social 

networks that have been generated through friendship and business relations, all of 

which are interactive, and require social activity to function successfully. 

The key to these information networks, and any other form of network is its ability to 

allow for interconnection. An interactive network allows movement from any one point 

on the network to any other point. Interactive information networks such as these 

provide for both the collection and dissemination of information at any one point, 

providing an optimal framework for information exchange (Schrader, 1992). It is 

important to remember that information, like any other good can be bought and sold. 

However, it differs in the sense that typically it cannot be displayed to potential buyers 

as then the buyer would have no need to purchase the information. Also, information 

can be reproduced at little cost meaning it can be difficult for the seller of information 

to maintain exclusivity of their product. Information that is exclusive is generally more 

valuable to a buyer. Hence buyers and sellers of information face difficulties in 

undertaking ttansactions due to difficulties in fixing a price and sourcing the right 

information. Given these problems it can be difficult to undertake a market transaction 

in information. 

However, some of these problems can be lessened or eliminated when information is 

exchanged rather than sold, particularly within the channels of a social network. The 

difficulty in determining a price is eliminated but the exchange of information from one 
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party to another will imply the need for a reciprocal exchange of mformation sometime 

in the future. The value of the information being exchanged to the receiver wiU 

determine the amount or the value of the information which needs to be reciprocated in 

the future. If future exchanges do not equate in value, then that particular member of 

the social network will gradually be ostracised from the network and will be unable to 

receive further information flows (Macdonald, 1992). Herein lies one of the strengths 

of a social network in assisting information flows. Members of the network are 

bounded to ongoing network transactions of information. If a member fails to do so, or 

the information that they are supplying is of less value than the information they are 

receiving from the network, they will be removed from the network. Network 

members have an incentive to supply useful and valuable information as it implies that 

in the future they will likely receive the same type of information in retum. 

This process of facilitating and stimulating the flow of information assumes greater 

significance as economies become more service and knowledge base oriented, where 

information typically becomes a more valuable asset. In particular, as identified by 

Macdonald (1992) the importance of information exchange is striking in high 

technology industries, since their business activities are particularly dependant on 

exploiting large quantities of new information. 

Macdonald also highlighted an interesting example of how the use of personal and 

informal networks are actively encouraged in high technology industries to enable 

information to flow fully and swiftly, an aspect which is critical for high technology 

firms who constantly require information external to their firm in order to survive in 

such a competitive and rapidly changing industry. Macdonald provided an example of 
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how a firm could actually welcome the departure of a key employee who will then work 

for a rival company. If the employee leaves the company on a positive note, they are 

likely to maintain an open channel with their former work colleagues hence providing 

an information link between the two rival companies. This new information link could 

be more valuable to the old-employer than having the services of the ex-employee. 

A study by Everett (1982) analysed information transfer in the semiconductor industry 

and found that even though formal channels existed for the exchange of technical 

information 'the most valuable information is communicated mainly via informal 

channels. The gains from transmitting this information are greatest when groups have 

information sets that are disjoint, that are relevant to one another, and that can be 

leamed by the other group at a low cost (Lazear, 1998b). 

As Jackson and Wolinsky (1996) explained, informal social networks are used to 

communicate information and for the allocation of goods and services not traded on 

markets and are the channels in which resources (either material or non material) can 

flow or be transferred (Wasserman and Faust, 1994). 

The importance of social relations and institutions in facilitating the search process in 

situations of imperfect information and uncertainty has been recognised for some time 

(Nohria, 1992a). Information transfer through informal social contacts has been found 

to be a primary mechanism by which search proceeds in markets with imperfect 

information. Nohria (1992a) analysed the role that various social institutions play in 

facilitating search under conditions of imperfect information. In particular, this study 

focused on an institution called the 128 Venture Group located in the Route 28 high-
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technology region encircling Boston in the United States. This group rans a monthly 

foram for entrepreneurs, venture capitalists, managers and professionals who are 

interested in creating new high-technology ventures. The primary function of this 

fomm is to assist participants in the search for information. Desired information in this 

foram can be identifying potential new business opportunities, being updated on present 

and emerging technology and market trends, identification of competitor's activities and 

the seeking out of partners with which one can collectively build a new venture. 

Nohria found that the search for information functioned extremely well in this 

imperfect-information setting for two key reasons: 1) the Group was the only institution 

explicitly geared towards facilitating information flows related to the creation of new 

ventures and 2) a large number of the social ties created were weak and therefore 

potentially bridging ties. As Nohria states, it can be advantageous for an individual to 

develop weak ties as they are exposed to a wide variety of viewpoints and activities and 

are able to develop a cognitive flexibility and a cosmopolitan outlook that is of great 

value in the business-venturing process. 

Another significant benefit that information flow amongst social networks can achieve 

is to substantially reduce transaction costs incurred during the exchange of information. 

A study by Schrader (1990) analysed informal technology transfer between firms 

arising from information trading. The primary benefit of these informal flows of 

information according to Schrader was to reduce transaction costs associated with more 

formal transfer mechanisms that require complex legal constracts. These informal 

flows require no lengthy negotiations and no costly legal institutions are necessary to 

oversee the exchange of information. 
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4.6 Social Network Theory and Overseas Students 

Undoubtedly social networks enable the transmission of information that is not 

available through public channels as well as reducing the transaction costs associated 

with international transactions. How can the benefits of social networks be linked to the 

role that overseas students can play in stimulating bilateral trade flows? As there is very 

littie research on this issue, it is feasible to hypothesise, and to also look for suitable 

proxy processes, that can be used to help explain the process of social networks within 

an overseas student context. This is undertaken in the following section. The channels 

through which overseas students social networks can play an important trade role is 

discussed as well as the analysis of immigration flows, which exhibits a number of 

similarities to the flow of overseas students. 

Firstly, in what way can overseas student flows lead to increased information flows and 

possible trade and business opportunities? A similarity can be drawn between the 

objectives of the 128 Venture Group and of University Overseas Alumni organizations 

where the primary objective is to facilitate networking opportunities and facilitate the 

spread of useful information between participants. In fact, the key marketing tool that 

University Alumni organisations across the globe use to attract former students to their 

Alumni associations is to highlight the possible commercial benefits that may be 

realised by members tapping into the Alumni network. The key objective of such 

Alumni functions is for members to gather and to provide useful information and 

contacts which may lead to business and employment opportunities. As such, it would 

seem highly credible that these forms of University activities should play a critical role 

in stimulating any trade fiow on' effects that exists between overseas students and trade 

flows. 
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4.7 The Role of Networks in International Trade Flows - The Immigration 

Connection 

Unfortunately, literature discussing the role networks play in stimulating trade flows in 

the context of overseas students is almost non-existent. However, there is a large pool 

of research that has documented the use of co-ethnic ties in intemational trade, in 

particular that of immigrants who are able to facilitate trade between their host country 

and their country of origin. 

Given the similarities between the categories of people that are immigrants and overseas 

students, insights gained from studying the relationship between migration and trade 

flows can be equally applied to the study of overseas students and trade. However there 

are a number of key differences which need to be considered including: 

1) The temporary nature of overseas student flows (although given the small 

number of overseas students who seek to remain in Australia permanently after 

completing their study here this difference is partly mitigated) compared to that 

permanent migration of immigrants to Australia. 

2) The differing objectives in coming to Australia. Overseas students come to 

Australia to further their study to enable them to retum to their home country 

and be better positioned to obtain attractive working careers. Immigrants will 

migrate to Australia for a wide range of reasons including family reasons, desire 

for a higher standard of living, and improved work opportunities. 

3) The impact of immigrants on the local labour and welfare systems. Overseas 

students who study in Australia may work a maximum of 20 hours per week and 

are not entitled to any welfare support from the Australian Govemment. 
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Immigrants to Australia are able to enter the work force and are also eligible to 

welfare benefits after a certain period of time in the country. 

The relationship between immigration and trade flows has only recently attracted the 

attention of researchers. A study by Mim (1990) into activities of Korean immigrant 

entrepreneurs in the United States found that the most common occupation was ttading 

activities with Korea. Min explained this as a function of the advantages these Korean 

entrepreneurs held over Native American business people including their language and 

ethnic background, which enabled them to establish import businesses in Korean-

imported goods. 

A report by the Office of Multicultural Affairs (1994) examined the trade relationship 

between the growth in Australia's multicultural population and the direction, volume 

and composition of Australia's exports of goods and services. The report acknowledged 

the considerable progress made in recent years into understanding how trade can be 

generated under imperfect market conditions in relation to knowledge imperfections and 

product differentiation. It proposed that trade flows between Australia and emigrant 

source countries could be stimulated by higher levels of knowledge arising from 

personal familiarity with cultural, linguistic, religious, geographic and national 

differences between markets as well as retained networks. These links may be able to 

recognise trade opportunities based on market niches. 

The report highlighted the impediments to trade which can occur based on a lack of 

understanding of a countty's trading system or a failure to recognise opportunities, and 

went on to propose that an Australian resident with foreign cultural links may be able to 
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overcome these barriers and contribute directly to Australian exports in a number of 

ways, including: 

1. Act as an exporting agent taking advantage of an understanding of a country's 

trading system and the opportunities to export back to their former homeland; 

2. Be an employee who facilitates trade for an employer company by using trade 

and language skills and cultural knowledge 

3. Be a producer drawing on the strengths of an ethnic enclave to manufacture here 

and export abroad; and/or 

4. Be part of a family-oriented, multinational firm that uses cultural contacts and 

intemational networks to promote trade. 

The report attempted to identify an association based on these theoretical considerations 

by examining: 

a) the growth in export flows to particular countries and the growth in importance 

of those countries as a source of population growth for Australia; and 

b) the growth in certain commodity flows to particular countries and the size of that 

birthplace grouping in the Australian population. 

The report used both graphical and statistical analysis of the data including rank 

correlation and standard ordinary least squares regression. Most of the results were 

fairly inconclusive with littie evidence to support the hypothesis that the presence of 

cultural groups in Australia can stimulate exports with the countries of origin. 

However, the Report argued that this could be a result of the method of examination 

employed by the study and also the inadequate data used. 
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Despite the data not supporting any association, the Report argued that the hypothesis 

that the presence of cultural groups in Australia can stimulate exports with countries of 

origin may be trae in particular cases but not, apparently, in general. Also while 

association may currently not exist because of impediments preventing culmral groups 

from participating fully in business and trade opportunities, by removing such 

impediments and an active policy of encouraging cultural groups to participate in 

business, could generate an association over time. 

Interestingly, the Report also argued that one of the reasons that an association was not 

found could be a result of, both the presence of and the absence of, an export culture 

within a firm. The presence of an export culture may predispose firms to examine all 

potential markets to identify the optimum trading opportunity which could weaken any 

association between cultural diversity and export growth. At the same time, an absence 

of an export culture could result in a failure to exploit specific export opportunities 

arising from knowledge derived from cultural, linguistic and other ties to a particular 

country. Potential exporters without this knowledge are forced to incur costs in order to 

obtain it, or as occurs in Australia, this cost may be shared with Govemment 

organisations such as the Australian Trade Commission. The Report argued that 

through encouraging the better utilisation of Austtalia's cultural, family, linguistic and 

other ties (such as overseas student ties) with potential export markets may be a 

cheaper, and more effective method, of facilitating the export development process. 

In the first econometric study quantifying the impact extended family and ethnic ties 

have on intemational trade, Gould (1994) highlighted the substantial descriptive 

literature that exists on the impact of immigration on intemational labour migration, and 
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the almost non-existent analysis of any formal economic impact. Gould argues that 

most formal economic models of immigration treat immigrants as no different to 

residents and examines the impact of immigrants on national welfare. As well, the 

literature also assumed the economic consequences of immigrants do not differ 

depending on the immigrants' country of origin. Gould argues that this ignores other 

important aspects of immigration including the close ties or links that immigrants 

maintain with their home country. His study argues that that immigrant links can play 

an important role in determining U.S. bilateral trade flows in two key ways. 

1. Immigrants tend to bring with them a preference for home-country products; and 

2. Immigrants bring with them foreign market information and contacts that lower the 

transaction costs of trade 

The first point could lead to an increase in the host country's imports through immigrant 

consumption, and the second point could increase both import and export flows between 

the host and home countries, through a decrease in transaction costs caused by obtaining 

market information. 

Gould goes on to argue that immigrant links can decrease the transaction costs 

associated with ttade in a number of ways. There would be a larger group of 

individuals in the host country who are bilingual in the languages of the host and home 

countries, that reduces the trading costs caused by communication problems. As 

immigrants bring information about their home country products and preferences, the 

cost of obtaining foreign market information in the host country decreases. Secondly, if 

products are differentiated across countries, and immigrants bring information about 

their home countty products and preferences, the costs of obtaining market information 

relevant to these products will be diminished. Finally, the development of trast through 
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immigrant links can decrease the costs associated with negotiating and enforcing trade 

contracts. Interestingly, Gould observed that this would impact more on trade between 

developed and developing countries, as formal trade contracting is less developed and 

institutionalised in developing economies. 

The strength of this impact would depend on the initial amount of foreign market 

information immigrants bring with them and their ability to communicate this 

information to people within their social networks. Obviously the ability to do this will 

be impacted by a wide range of factors including the immigrants educational level, the 

length of time they have been in the host country, and the size of their ethnic 

community in the host country. Gould goes on to argue that a decrease in transaction 

costs may not begin until a critical level in immigration is achieved, and then the rise 

may slow until all the information benefits are exhausted. 

In an attempt to analyse the relationship between intemational trade and intemational 

migration from the perspective of receiving countries, Globerman (1995) highlighted 

the potential linkages between trade and immigration in Canada. His main argument as 

to why immigration may lead to increased trade pertained to the costs associated with 

international trade. Such costs include govemment-imposed costs such as tariff and 

non-tariff barriers, conventional transportation costs, and transaction costs which 

Globerman defines as the overhead costs associated with organising and carrying out 

international ttansactions. In practice, such transaction costs would include market 

identification, making relevant contacts in both domestic and overseas markets to 

facilitate transportation, the possible establishment of facilities or agents in overseas 

markets, compliance with local laws and customs, and translation costs when dealing 
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with a market which uses a foreign language. Obviously such costs are larger when the 

transaction takes place between countries with significant differences in their cultures. 

Globerman states that immigrants can reduce transaction costs associated with 

international trade by bringing with them information about the markets in their home 

countries, as well as social contacts that they have which helps links their country of 

immigration with their country of emigration. However, his study was unable to find 

any empirical evidence to support this hypothesis, and Globerman suggested that this 

casts doubt on the usefulness of immigration programs such as the investor and 

entrepreneur programs used in Canada to promote trade with specific regions of the 

world. Globerman did admit that a possible criticism of his study was that it did not 

evaluate the potential linkage between trade and immigration over a sufficient length of 

time. 

This finding differed to a more recent study by Head and Ries (1998) which examined 

the link between immigration and trade creation. They observed that despite the 

increase in the ratio of international trade to world GDP since WWII, intemational trade 

flows remain at levels well below what would prevail if the world economy were fully 

integrated. Given that most formal barriers to intemational trade have already been 

removed, the most common explanation as to why trade remains largely within national 

borders was due to tiansportation and transaction costs. Head and Ries questioned the 

validity of assuming transportation costs still negatively impact on trade flow activity 

and highlighted a finding by McCallum's (1995) sttidy that found Canadian provinces 

ttade twenty times as much with other provinces as they do with equally distant states in 

the United States. 
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Hence their study assumed that transaction costs were the primary reason why 

intemational trade volume was not as high as a fully integrated world economy would 

suggest they should be. From this, they argue that immigrants could play a significant 

role as trade intermediaries. Like Gould (1994) they argued that immigrants, by vutue 

of their home country links could lower costs associated with intemational trade and 

also, bring with them preferences for certain varieties of foreign products. Immigrants 

could lower the transaction costs associated by intemational trade through the 

knowledge they have of their home economies. Immigrants who possess such market 

knowledge regarding local customs, laws, and business practices as well as home-

country language skills can reduce transaction costs from the point of view of both the 

importer and exporter. The exporter needs to identify overseas market opportunities, 

undertake market research and gain access to appropriate distribution channels in a 

foreign market. The importer on the other hand, needs to identify a reliable source of 

supply. Immigrants with such knowledge can reduce the transaction costs associated 

with these difficulties. Head and Ries argued that immigrants can have a direct impact 

on imports because of their preferences for goods produced in their country of origin. 

They found that immigration had a significant positive relationship with Canadian 

bilateral trade such that a 10% increase in immigrants leads to a 1% increase in exports 

and a 3% increase in imports. These findings were consistent with their hypothesis that 

immigrant knowledge and networks with their home country significantly lower the 

ttansaction costs associated with intemational trade. 

4.8 Link Between Immigration Flows and Overseas Student Flows 

In 1999-2000, there were 92,272 immigrant arrivals to Australia of which 35.1% were 

skilled immigrants and their families, and 21.7% were family settlers and humanitarian 
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arrivals (Migration Information Source, 2003). Given that the number of overseas 

students that flow into Australia each year - 188,000 in the year 2000 (Austrahan 

Education International, 2002) is much larger than the flow of immigrants, it seems 

quite curious that the Govemment has commissioned research to be undertaken into the 

relationship between immigration flows into Austraha and Australia's export 

competitiveness, yet no substantial study has examined this in the context of overseas 

students. 

It is quite clear from the literature that there are a number of similarities between 

immigration and overseas student flows in terms of the trade impact they can have on 

the respective countries involved. Both parties bring with them to Austrahan shores 

their preferences and tastes for products from their home countries stimulating import 

demand for these products. As well as this, they both bring with them typically an 

ability to speak a foreign language, knowledge of a foreign market and networks of 

contacts in a foreign market which they can link with in order to conduct business 

activity. Given these similarities, it is reasonable to then assume that a number of the 

previous studies discussed that have found immigrants do have an impact on bilateral 

trade flows with their home and host countries could equally apply to the flow of 

overseas students. 

Another interesting parallel that can be drawn between the two types of people flows is 

the impact of networks in determining the direction of these flows. A study by Massey 

(1988) on immigration flows argued that migrations build networks that then facilitate 

the very migrations that produced them. These immigrant networks are the family and 

friends of a particular ethnic or nationality group that can assist the migrant's passage to 
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their new host country. Organising travel arrangements, accommodation and even job 

placements are the roles of these networks. As Gould (1994) argues, it is these 

immigration networks that can also create ties between the home and host countries, 

which can facilitate trading activity, and the exchange of foreign market information. 

It is highly likely that such a hypothesis can be applied to overseas student flows where 

it is quite common for students to decide on their country of choice by listening to 

recommendations from family and friends who have previously studied overseas. What 

this means is that whatever economic conditions or criteria that may have initially 

caused student flows from a home country to a host country may become almost 

irrelevant over time, as the expanding flow in overseas student numbers becomes more 

independent of those original causal factors. 

Thought must also be given to the benefits and costs arising from immigrant flows as 

opposed to those from overseas students. That is, the net economic impact that each 

flow has on the overall economy. If it is assumed for the moment, that the stimulus to 

bilateral ttade is similar for immigrants and overseas students, and the other social 

benefits arising from an exposure to new cultures, then it is necessary to focus on the 

costs of the two types of flows. 

The key difference between immigrant and overseas student flows is the substantially 

smaller drain that overseas students put on the Australian Govemment in terms of the 

services they utilise. Unlike immigrants, overseas students receive no welfare support 

from the Australian Govemment. They are unable to receive any type of social security 

payment and they are prohibited from using the public health system. Even their abihty 
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to access public transport systems is charged at a higher rate than local residents. And 

obviously the fees they are charged for education are higher than those that are incurred 

by immigrants. 

The minimal impact on the public system is an attractive benefit of overseas students, as 

is the ability of overseas students to effectively transfer knowledge and technology 

between their country of study and their home country. Given that close to 60% of 

overseas students will return to their country with either a bachelors, masters or 

doctorate degree, their exposure to a modem economy and educational system positions 

them favourably to transfer knowledge and technology to their home country 

(Australian Education International, 2003). In this new era of electronic 

communication, information can be shared rapidly via e-mail communication, and 

overseas students are in a position to do this whilst they are studying in Australia. Also, 

many who have prior work experience before coming to Australia can add to the 

knowledge and skill of local students who benefit from studying with them and leaming 

from their international experience. 

Given that overseas students are self sufficient and place considerably less burden on 

the economy compared to immigrants, whilst still generating the economic benefits 

such as increased trade and cultural awareness that accrae from immigrant flows, it is 

important to quantify whether overseas students have similar positive effects on the 

economy as those generated by immigrants. 
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Chapters Six and Chapters Seven through Nine of this thesis will seek to address these 

issues in an attempt to quantify the impact that overseas students are having on long 

term trade flows. 

4.9 The Role of Networks and Trade Flows 

The key role that networks play in stimulating trade flows is then: ability to help 

overcome informal barriers to trade. Such informal barriers to trade include weak 

enforcement of intemational contracts and inadequate information about intemational 

trading opportunities. Ranch has spent almost a decade examining the links between 

networks and international trade. His excellent review of the literature pertaining to the 

role of business and social networks in intemational trade (Rauch, 2001) makes several 

remarks. Rauch states that there is strong evidence (through various statistical and case 

studies) that business and social networks promote intemational trade by minimising 

problems associated with contract enforcement, and providing information about 

international trading opportunities. Rauch argues that the efficiency implications are 

quite apparent: networks improve the allocation of resources by creating trade and they 

generate a surplus from cooperation by their members. 

Some of Ranch's earlier work examined the role networks and ties have on the volume 

and direction of trade flows. Ranch's (Rauch, 1996a; 1996b) studies developed a 

network/search view of intemational trade to counter the standard theory of 

international trade in differentiated products. This theory assumes monopohstic 

competition equilibrium and also that producers of a product, regardless of country of 

origin, are automatically matched to the consumers for whom this product is closest to 

their ideal, again regardless of location. As Rauch argues, this theory suggests that 
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buyers and sellers are connected to an abstract "intemational market', a black box that 

serves to costlessly match buyers to sellers. Ranch's network/search view of trade 

rejects this analogy because buyers are not aware of all available varieties of products 

and their characteristics, and sellers do not know how to reach all the buyers that make 

up their target market. Instead, buyers and sellers must undertake a costly search 

process in order to identify an appropriate match. It is through this search process that 

immigrant, ethnic, family, or friendship ties play an important role in establishing 

connections between buyers and sellers. The reason being that such ties can reduce or 

eliminate the problem of trast in intemational transactions and can also be a valuable 

source of information about potential buyers and sellers. 

Rauch has been involved in a number of other studies that have followed along a similar 

vein of reasoning to demonstrate the effect "ties" can have on determining the volume 

and direction of trade flows. A paper by Casella and Rauch (1997) showed that when 

trade involves differentiated products, preferential ties to a group settled abroad 

facilitate an exporter's entry into the foreign market by providing information and 

access to disttibution channels. That is, co-ethnic societies, business groups operating 

across international borders, or institutions devoted to the creation of better information 

channels in foreign markets, are valuable. Importantly though, their research stressed 

that under most circumstances, those excluded from these information channels, or 

those who may be somehow less able to exploit them, will suffer. 

More recently, Rauch and Trindade (1999) confirm that informal barriers to trade, such 

as incomplete information and communication barriers are quantitatively important. 

Moreover, the ethnic Chinese business and social networks promote bilateral trade 
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primarily by providing market information and by supplying matching and referral 

services. Examples of this could be helping producers find the right distributors for 

their consumer goods, or assemblers to find the right suppliers for then components in 

intemational trade. For differentiated products within Southeast Asia, they estimated 

that ethnic Chinese networks increased bilateral trade by more than 150 percent. 

Similar studies have also been undertaken analysing the effect of various forms of 

networks and pre-existing ties on overcoming the problems of incomplete information 

in intemational markets (Gould, 1994; Hughes and Weidenbaum, 1996; Lazear, 1998a). 

Another major difficulty in conducting intemational trade is contract enforcement. 

Hughes and Weidenbaum (1996) argue that the extensive trading among overseas 

Chinese is a direct response to the high transaction costs inherent in many economies in 

Southeast Asia where many markets are underdeveloped and law is often unpredictable. 

The Chinese informal networks have become the preferred vehicle for complex 

transactions as they allow for: 

"...the flexible and efficient transmission of information, finance goods, 

and capital in what are often informal agreements and transactions. 

Confidence and trust replace contracts as the major guarantees that 

commitments will be met satisfactorily....In a region where capital 

markets are rudimentary, financial disclosure is limited, and contract 

law very weak, interpersonal networks are critical to moving economic 

resources across political boundaries" (Hughes and Weidenbaum, 

1996:54). 
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The success of Chinese businessman has attracted a lot of research to determine what 

factors can be attributed to their dominance, in an environment which was often hostile 

and insecure in colonial and post-war Southeast Asia. One of the most comprehensive 

and revealing studies into this fascinating area of business/trade/social dynamic process 

was conducted by Menkhoff (1993). Menkhoff chose to focus on this topic due to the 

evolution of the Chinese business community in Southeast Asia and their Chinese 

'business success', and to gain a better understanding of the commonly used term 

'doing business the Chinese way'. The study concentrated on the external economic 

dealings of Singaporean Chinese family trading firms and associated social 

relationships, in particular constracts such as 'familism', 'trading networks' and 'trast'. 

The formation of such networks and personal relationships and the ability to use these 

connections, are common reasons cited why the Chinese have been more successful in 

business, compared to other indigenous groups (Yoshihara, 1988). Information for 

Menkhoff s study was sourced primarily from half-stractured interviews with 

representatives of 33 trading firms in Singapore, Malaysia and Indonesia as well as 

other representatives of Singapore's business community. 

Menkhoff hypothesised that small firms are disadvantaged compared to larger firms in 

terms of international business risks such as cultural gaps, different trading laws, risks 

of capital loss, insufficient information and so forth. As a result of this, Menkhoff 

found it was cracial for small firms to establish trasted 'trading networks' to minimise 

business risks and uncertainties in external economic dealings. Trading networks as 

defined by Menkhoff (1993:38): 

"refers to the merchants commercial and social connections or ties to 

trading partners abroad, the evolution and cultivation of trading 
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arrangements and other social relationships (local or intemational) 

which may facilitate commercial connections". 

From the interviews conducted in Menkhoff s study it was revealed that the busmess 

connections of Chinese merchants in Singapore to overseas counterparts differed 

according to the degree of intimacy, familiarity, trast, reciprocity, intensity and 

frequency of interactions. Importantly, the endurance of business relationships was 

seen as an important condition for business survival and commercial success. Menkhoff 

argues that the embeddedness in such networks provides businessmen with important 

tangible and intangible resources, and provides a degree of predictability to a 

merchant's operations. In questioning Singaporean trading merchants, Menkhoff found 

that the friendships, contacts and ties numerous merchants had formed whilst studying 

overseas had been, and still are, of strategic importance to their business operations. 

4.10 The Importance of Trust 

As mentioned previously, international trade encompasses much higher risk given that 

the business transaction is conducted typically over a large geographical distance across 

international borders involving different legal systems. As a result of this, it is often 

quite difficult to source information regarding the other party to a transaction and hence 

the importance of being able to trast this party becomes even more critical. 

Compounding this issue, is the risk that if problems do occur with overseas clients, it 

can be extremely difficult to resolve such issues given possible differences in languages 

and legal systems. All of these factors make it important that an overseas client be 

trasted? So how can this trast be gained? 
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Wellman (1988) and Evers (1988) argue that forming long-standing trading or credit 

relationships between traders over a longer period than that of the specific transaction, 

is an effective way to try and build trast and reduce the associated risks of an 

intemational transaction. A key finding of Menkhoff s study was the importance of 

trust or trastworthiness, which was found to be a central mechanism and lubricant in 

trading networks. As Menkhoff (1993:40) states: 

"Trust is the 'social cement' that holds trading networks together...trust 

tumed out to be the basis for a particular type of business strategy 

emphasising personalistic, non-contractual economic relations and the 

maximisation of long-term benefits of cooperation". 

Interview responses found that the representatives of those trading firms whose 

management was ran by father-son combinations stressed that there exists more trast 

among core family members than among unrelated business partners. This facilitated 

business negotiations far more than with non-kin partners or friends. Importantly, 

respondents also emphasised that power straggles were more likely to arise the more 

distant kinsman were involved in business activities. 

Undoubtedly trast plays a critical role in reducing trading risks, the possible violation of 

business commitments and breach costs with regard to delivery, payment or quality and 

has been well documented in a number of other studies (Granovetter, 1985; Egan and 

Mody, 1992; Nohria, 1992; Hughes and Weidenbaum, 1996). Gould (1994) argues that 

as trade often depends on conttacts for delivery and payment, the development of trast 

through overseas contacts can decrease the costs associated with negotiating 

intemational business contracts and importantiy the costs of enforcing such conttacts. 
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In an interesting study, Rauch and Trindade (forthcoming) examine the trade-creating 

effects of the overseas Chinese and tried to distinguish the tmst and business 

opportunity impacts of the overseas Chinese network on bilateral trade by estimating 

separate gravity equations for commodities that have 'reference prices' and 

commodities that do not. Rauch and Trindade argue that there is an economically and 

statistically greater impact of the overseas Chinese network on bilateral trade in 

commodities without reference prices than in commodities with them. This argument, 

gives grounds for the presumption that this network has a quantitatively important effect 

by matching traders with business opportunities. This is in addition to its effect through 

building or substituting for trast. The results of their study are presented in Table 4.0.1 

Table 4-0-1 Percentage increases in bilateral trade attributable to overseas Chinese networks and 
to colonial ties 

Year 

1980 

1990 

Overseas Chinese Network, both countries with ethnic 

Chinese population shares >1% in 1980 

Overseas Chinese network, all other country pairs 

Direct and indirect colonial ties 

Overseas Chinese Network, both countries with ethnic 

Chinese population shares > 1% in 1990 

Chinese overseas network, all other country pairs 

Direct and indirect colonial ties 

Homogeneous 

products 

95.8 

4.1 

8.6 

32.0 

1.7 

5.2 

Differentiated 

products 

177.8 

6.2 

18.6 

59.2 

5.5 

13.8 

Source: Computations based on unpublished estimates from Rauch and Trindade (forthcoming) 
for the 'conservative aggregation.' 

Table 4.0.1 shows that the overseas Chinese network is much more important for 

international trade in differentiated products than homogeneous products. Rauch and 

Trindade argue that commodities that do not possess reference prices are taken to be 
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sufficiently differentiated that prices are unable to convey enough information relevant 

for intemational trade - ie. Does an opportunity exist to profitably trade these products 

internationally? Hence, buyers and sellers must be matched in characteristics which 

allow for the relevant information possessed by the overseas Chinese network to 

become pivotal. 

Another interesting question that these results raise is whether or not networks are 

becoming more or less important in intemational trade. Clearly, Rauch and Trindade's 

results in Table 4.0.1 suggest that networks are becoming less important. The impact on 

bilateral trade of both the overseas Chinese network and the direct and indirect colonial 

ties is lower in 1990 than in 1980 for both homogeneous and differentiated products. 

Intuitively, it is reasonable to assume that the importance of informal barriers to trade 

such as contract enforcement, language and culture differences and inadequate 

information about international trading opportunities are lessening, as economies 

develop, and the globalisation process marches forward. Rauch (2001) identified some 

key factors on both the supply side and the demand side that he argues can both increase 

and reduce the quantitative importance of network effects on international trade. Table 

4.0.2 lists these effects. 
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Table 4-0-2 Demand and Supply determinants impacting on network trade effects 

Demand Side 

Intemational commercial arbitration 

Letters of credit 

Technological improvements in communication 

Supply Side 

Increase migration flows and Increased FDI flows 

Impact 

Lessens risk of difficulties in intemational trade 

disputes 

Lessens risk of contract payment 

Internet search engines may reduce the problem of 

inadequate information about international trading 

opportunities 

May strengthen the effectiveness of intemational 

networks to be utilised through the use of e-mail 

Creating new intemational networks 

Undoubtedly, international trade contract enforcement has improved over the last 

twenty years and continues to develop as economies develop. This economic 

development brings a stronger, more transparent legal system which can lessen the risks 

involved with contract enforcement. Also institutional developments such as 

international arbitration and letters of credit have lessened to some extent the legal and 

payment risks associated with international trade (Rauch and Trindade, 2002). The 

impact of the spread of English as the language of commerce clearly lessens one of the 

key advantages networks can provide in trading relations. However, this process is 

certainly not complete and the ability to communicate in both the home and source 

market language is still a valuable asset. The impact of the Intemet on the importance 

of networks in international trade has yet to be revealed. Given the vast amounts of 

information that can be sourced from the Intemet, it is difficult to argue that the intemet 

will not make networks less important in international ttade given that one of networks' 
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main strengths is its ability to assist with inadequate information about intemational 

trade opportunities. However, as Rauch points out, information appears to still be an 

'experience good' and that face to face contact is still useful in building tmst into a 

business relationship. Also, at the same time, the Intemet enables people to 

communicate easily from all parts of the world. This could strengthen communication 

between existing intemational networks and increase the information flow that arises 

from such relationships, thus reducing the probability that such networks will decay as 

the issue of distance, and hence lack of contact, eats away at the network. It is still too 

early to conclude whether advances in communication technologies will have a net 

increase or decrease in the importance of networks to intemational trade. 

4.11 Conclusion 

This Chapter has identified the process through which overseas student flows can 

stimulate international trade activity between host and source countries. A review of 

the literature reveals that there is very little direct research which supports this link. 

However, there is a large pool of literature in similar areas such as immigration flows 

that can be used to explain such a hypothesis. By examining the economics of networks 

and applying social network theory in the context of overseas student flows, a vehicle is 

created through which the overseas study experience can generate business linkages that 

can lead to significant international business activity some time after the overseas study 

experience took place. This provides a basis of theoretical support to a phenomenon 

which although recognized in the literature, has been largely ignored and left 

unexplained. 
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Throughout this Chapter, an importance was placed on immigration flow research that 

has provided an insight into the link between the movement of people across 

international borders and any subsequent trade related activities. This related research 

can be used to overcome the very small amount of direct research conducted on 

overseas student flows. Much of the immigrant experience, particularly in a social 

context, can be correlated with the experience of an overseas student. By building upon 

the social network and immigration trade literature, a model of overseas student and 

trade promotion has been developed. 

In the following Chapter, attention turns to the role that an overseas student can play in 

the micro dimensions of intemational trade - the social dynamics that are embedded in 

international business dealings including the importance of cultural awareness and 

understanding. 
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CHAPTER FIVE 

THE IMPORT AND EXPORT PROCESS - WHAT ROLE CAN 

OVERSEAS STUDENTS PLAY? 

5.1 Introduction 

In this Chapter, attention is focused on the microeconomic dynamics of bilateral trade 

flows, the import and export process. A review of the literature on the factors that 

influence both export and import initiation is undertaken in an attempt to identify what 

role overseas students have in facilitating intemational business activity. To do this, 

focus is placed on the social dynamics that are embedded in international exchanges and 

the importance of cultural awareness and understanding, which are the "natural" trade 

barriers of the 21̂ ^ century. International trade theories such as the theory of 

comparative advantage and H-0 theory, base their analysis at an aggregate level, that is 

that countries trade with other countties. However, as highlighted by Porter's work in 

this area (Porter, 1990) international trade is composed of firms in one country, trading 

with firms in another country. The objective of this Chapter is to show that 

international trade is the result of micro, enterprise based decisions, and in such a 

context, networks matter and can play an important role in facilitating intemational 

tiade activity. From this, a conceptual framework is developed illustrating how 

overseas student flows and their social networks can stimulate intemational trade flows. 

This conceptual framework is tested using both quantitative and qualitative methods in 

the following Chapters. 
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5.2 The Export Initiation Factors 

Quite an extensive pool of research exists on export practices of firms and then export 

performance. It was thought that by examining the practices of successful exporters 

that information may be gathered on these firms' activities and approaches to their 

export decision making processes, that could then be applied to develop general 

guidelines for export marketing management. 

One of the surprising revelations of the literature review on export practice is the lack of 

consistency in the findings from such studies. As Aaby and Slater (1989) observed 

there has been an unwillingness by researchers to combine empirical export research 

into a consistent conceptual framework. An early study by Bilkey (1978) reviewed 43 

studies on export behaviour of firms from eleven countries. The findings of which can 

be summarised as follows: 

• The importance of a profit motivation for export behaviour is unclear; 

• Non-exporters who have explored export opportunities perceive greater 

obstacles than do exporting firms; 

• Common obstacles include insufficient finances, foreign govemment 

restrictions, insufficient knowledge about foreign selling opportunities, 

inadequate product distribution abroad, and a lack of foreign connections; 

• Exporting firms tend to have better management than non-exporting firms; 

• Very small firms tend not to export; beyond some point exporting is not 

correlated with size; 

• Exporting is a development process that may be conceptualised either as a 

leaming sequence or as export stages; 
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• The importance of various factors that influence export success depends on the 

Stage that the company is in; 

• Export profiles could be used by govemment agencies, by banks, by export 

agents, to identify non-exporters with a high potential for becoming exporters. 

From this work and a related study by Bilkey and Tesar (1977) a model of the export 

process was developed signifying that exporting is a developmental and learning 

function, made up of a number of key stages being: 

Stage 1: Management shows no interest in exporting and would reject any 

unsolicited export orders; 

Stage 2: Management is not active in exploring export opportunities but will fill 

any unsolicited export orders received; 

Stage 3: Management actively commences exploring export opportunities; 

Stage 4: The firm exports to a relatively 'easy' market; 

Stage 5: The firm becomes an experienced exporter to that market; 

Stage 6: Management looks at newer and more difficult export markets to expand 

their export business. 

It was a further decade before a similar attempt to solidify the export literature was 

made by Aaby and Slater (1989) who examined the properties of 55 export studies 

conducted in 8 countries, primarily in the United States. A key point in their study was 

the division of export knowledge into two broad levels - firstiy, the extemal 

environment level which includes macro-economic, social, physical, cultural and 

political aspects that impact on export behaviour and performance, and secondly, the 

firm business strategy and functional level which includes business pohcies and 
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capabilities required for successful export activity. Their study focused on the second 

level incorporating firm characteristics, firm competencies and firm strategy. 

Aaby and Slater found that there was no definitive clear cut formulae for developing a 

successful export programme. However, their review enabled them to make a number 

of general conclusions including: 

• Company size by itself is not an important factor unless it is linked to aspects 

such as financial strength or the ability to generate economies of scale; 

• The export performance of companies who have a management committed to 

export tends to be higher; 

• Firms that plan export activities and have better management systems tend to be 

more successful exporters; 

• Export experience is important; 

• Competencies are more important than firm characteristics; 

• Technology, may or may not be important for success; 

• Non-exporters tend to perceive export to be risky, to require more resources, 

export assistance and tax incentives than may be required. 

A growing amount of research to further develop export marketing theory has focussed 

on the intemationalisation differences between exporting firms. Intemationalisation as 

defined by Piercy (1981) is the degree and type of commitment of a company and its 

management to business gained from sources extemal to the domestic market. Research 

by Johanson and Vahine (1977) developed tiie concept of a continuous process of 

internationalisation, where they found that the internationalisation of the firm is a 

function of a series of closely-related incremental decisions, involving the gradual 
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acquisition, integration and use of knowledge and information about foreign markets 

and operations, that brings an increasing commitment to overseas business activities 

within the firm. 

A recent model for exporter development was developed by Dr. Chris Styles in an 

Australian Trade Commission report analysing the Australian exporter community 

(Austrade, 2002). Styles' framework titled "The stairway to export success" is shown 

in Figure 5.0.1 and is based on an exporter's ability, attitude, available stimuli and 

ability to leam. 

Figure 5-0-1 The stairway to export success 
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Source: Austrade (2002) 

Obviously a firm needs to be internationally competitive to be able to successfully sell 

its product or service in overseas markets. If a product can fill a market gap and is of 

high quality then export success can follow. The fkm must also have the resources to 

be able to operate in export markets. This can be both financial and human. Many 

small firms lack both the finances and adequately skilled staff to oversee then 

intemational business deahngs. Styles also found that successful exporters are more 
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likely to adopt good business practices, such as business planning, budgeting and 

networking. Despite sounding obvious, a firm that has good basic management and 

marketing skills is better able to become a successful exporter. 

The second step to export success as determined by Styles lies in management's 

mindset towards exporting. This positive attitude towards exporting typically resonates 

from a management team that has intemational experience. This may have come from 

a sustained period of living in a foreign country through a job placement, or possibly 

from an overseas study experience. This type of management is more open to travelling 

overseas to trade fairs and exhibitions, to try and identify new markets for its firms' 

business. This initial openness towards an export culture is critical in allowing a firm to 

develop an export business. This is a key benefit of the flow of overseas students around 

the world. It exposes them to an overseas experience and shapes them to become more 

likely to enter exporting in the future, particularly if they are involved in the 

management of a firm. 

One of the main barriers to firms initially developing their export business is the 

perception within management that exporting is a very high risk business venture, and 

thus should be avoided to minimise the risk to the firm. This perception of risk is a 

function of a lack of understanding and knowledge of the export process, and can 

quickly be reduced once a firm starts exporting. In fact, exporting can be viewed as a 

risk minimising option. By diversifying the firms' markets they are decreasing the 

exposure the firm has to any one particular market, thus decreasing the risk the firm 

faces when difficult frading conditions arise. 
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Styles found that stimuli are a key component towards export success. With large 

numbers of first time exporters moving into exporting accidentally, the way a firm 

reacts to an unsolicited export order is important. If management is able to grasp the 

chance that an unsolicited export order presents to the firm, they can build a strong 

export business without ever intending to do so. Again if management has some 

intemational experience and/or has been exposed to an extended period in an overseas 

country this generates an increased desire to act proactively on export opportunities that 

may arise through chance encounters. This international experience typically implies 

that management will possess some form of intemational social network that can be 

utilised to source strategic information relating to overseas market opportunities. 

Finally, and most importantly. Styles framework for export success identifies 

knowledge about the export process, and access to international networks, as critical 

variables in the ability of a firm to successfully become an exporter. Through such 

international networks, management can acquire knowledge on the export process, and 

develop export skills much faster than otherwise would be the case. The ability to be 

able to network effectively in overseas markets is also deemed important. 

Discussion is now directed to this final point. In what way can access to intemational 

networks facilitate a firms' initial foray into exporting, and in particular what role do 

social factors play in the export process. 

5.3 Social factors in the export process 

The idea that overseas students can play a role in stimulating trade flows depends to a 

large extent on the premise that international trade is an exchange process that arises 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/Thailand Bilateral Trade Flows 138 



Chapter Five: The import and export process - What role can overseas students play? 139 

through the process of matching a product with a perceived market need (Toyne, 1989; 

Rauch, 1996a; Liang and Parkhe, 1997). It is within this process that the existence of 

social networks, particularly intemational ones, can facilitate the flow of this type of 

information between interested parties. 

It has been found that the matching of a product to a foreign market need is quite often 

established by an outside party and that often export activity is initiated through an 

unsolicited order from an extemal source. An Austrade study (Austrade, 2002) found 

that 70% of new exporters are what is termed 'accidental exporters', that is exporters 

who received unsolicited export orders. 

This implies that most initial export activity does not follow the dominant thought 

process proposed by the mainstream marketing literature, that suggests that export 

decisions are the rational response to conditions in the market, and are based on 

information that has been gathered objectively and systematically by the exporting firm 

through market research (Ellis and Pecotich, 2001). To try and explain the decision 

making process of export behaviour which ignores the social context in which the 

exchange quite often takes place is dangerous, given the high proportion of export 

initiation which arises from unsolicited orders. However, this seems to have taken 

place with very little research done on this facet of the export process, mainly due to the 

fact that it is perceived as a random, non-systematic process that cannot be modelled. 

In an attempt to rebuff this dominant logic in the mainstream marketing literature, Ellis 

and Pecotich (2001) examine the influence of antecedent social ties on export behaviour 

amongst a number of small and medium-sized exporters, drawn from a range of 
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industries. Research has shown that firms quite often enter mto exportmg for quite 

irrational reasons, completely unrelated to the optimising logic of the market 

(McDougall, 1991). As mentioned earlier, an Austrade study on the potential of 

Australia's export sector concluded that over 70% of exporters were classified as 

'accidental exporters' meaning their initial foray into exporting was unplanned, and 

quite often arose from chance encounters, being in the right place at the right time and 

unsolicited export orders (Austrade, 2002). Ellis and Pecotich (2001) commented on 

the lack of research into export behaviour that has focused on the social dynamics 

inherent in export initiation. Thus, their research focused on the antecedent conditions 

that lead to the formation of export exchange relationships. 

Their study argued that the adoption of an export strategy can be viewed in the same 

light as the adoption of a new innovation, in the sense that both of these processes have 

the attributes of a sequence of stages. Initial awareness of some external idea or 

opportunity is followed by intention, trial, evaluation and finally acceptance. They then 

used three findings from diffusion theory to develop their central research question. 

The three findings are 1) at the awareness stage of the adoption process, the most 

important information sources will be cosmopohtan, or outside the innovating 

(exporting) social system; 2) some form of social contact will be the basis for 

awareness; and 3) the propensity to innovate (or export) will be related to the 

cosmopolitanism of the potential innovator (exporter). These findings enabled them to 

propose that there is a relationship between the cosmopolitanism of the decision maker 

and the perception of opportunities abroad. Intuitively, this makes sense, as personal 

contacts with foreign individuals and organisations can affect the awareness of export 

opportunities, that can directiy lead to export outcomes. That is, the exporting decision-
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makers' willingness and likelihood of pursuing an unsolicited export order will be a 

function of the existing knowledge that the decision-maker has acquired from previous 

experiences. Such experiences could include an overseas living experience, either by 

being bom in a foreign country or spending a considerable time living in a foreign 

country, or by having work experience in a foreign country and foreign language 

expertise (Langston and Teas, 1976). A study by Reid (1981) suggests that the 

decision-makers attitudes toward and preferences for foreign markets and export entry 

are major determinants of any subsequent export behaviour. 

As was discussed earlier in Chapter Four, information can flow through existing social 

network channels (Macdonald, 1992; Nohria, 1992; Wassermaun and Faust, 1994; 

Jackson and Wolinsky, 1996; Lazear, 1998a) and 'the most valuable information is 

communicated mainly via informal channels' (Everett, 1982). Ellis and Pecotich (2001) 

argue that information regarding foreign market opportunities can flow through a 

decision maker's intemational social network, that may reside in any number of 

overseas markets, depending on the extent of the decision maker's cosmopolitanism. 

They identified three mutually exclusive decision maker types (seller, buyer and third 

party) that can be the first to leam of an opportunity to initiate some form of export 

exchange. This awareness of potential opportunities abroad has been identified as a 

critical determinant of export stimuli. However, it does not necessarily have to be the 

potential exporter who possesses this knowledge first. As discussed, it can quite often 

be the buyer who will actively research information to identify an appropriate seller or a 

third party who can assist in connecting buyers and sellers in the intemational market. 

There is also the function of an exhibition or trade fair which facilitates acquisition of 

overseas market opportunities to all three of these decision makers (buyer, seller, third 
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party). They argue that any investigation into the connection between awareness of 

overseas market opportunities and subsequent export activity must consider these four 

possible scenarios: seller initiated (active exporter), buyer initiated (an unsolicited 

export order), broker initiated (export agent or agency), or initiated as a result of a trade 

fair. 

The results of their study were stark, and provided strong support for their hypothesised 

relationship between the cosmopolitanism of the initiating decision maker, and the 

awareness of opportunities abroad. Exports are, on most occasions, initiated on the 

basis of the decision maker's existing social network, and these social ties provided a 

link between the buyer and seller, before the communication of information commenced 

regarding the export opportunity. In fact, they found that most of the export initiations 

would not have taken place if the decision maker's social ties did not exist. In only 2 of 

the 31 cases studied, was there formal research undertaken to assist in identifying a 

foreign buyer. Given the support that this study gives to the proposition that exporters 

frequently learn of foreign market opportunities through their existing social network, 

this gives added importance to the creation of an intemational social network which 

arises from an overseas study experience. By generating an intemational social network 

through an intemational education experience, decision makers are increasing their 

ability and likelihood to successfully identify and undertake intemational business 

opportunities later in their business career. 

So what possible role can overseas students play in any of the previously mentioned 

scenarios? Can overseas students utilise their overseas study experience and 

intemational social network in a manner that can stimulate business activity through one 
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of these possible channels? As an active exporter, an overseas student is aware of 

buyers in the overseas market in which they studied. They know what products are 

already available and what products would possibly be successful in that market. They 

have a stronger understanding of consumers' tastes and preferences and importantiy, 

they may also have friends or associates in the overseas market that may be possible 

buyers or suppliers of relevant information. This has strong ramifications in the thought 

process of the exporter when deciding which overseas market to enter. It is highly 

likely, that exporters gravitate towards markets that they feel more comfortable in, and 

this comfort can arise through both an understanding of the culture in that market and 

supply of information. As information availability increases, the perceived level of risk 

decreases, and the exporter will be more likely to pursue an export order in that market. 

However, as most empirical research has found, the majority of export initiation is 

triggered by the importer or buyer. As a study by Liang and Parkhe (1997) states 'one 

form of intemational exchange simultaneously involves exporters' selling decisions and 

importers' buying decisions, one cannot exist without the other.' However, as it is much 

harder to sell a product compared to buying one, and as the process of exporting 

provides the foreign exchange to pay for imports the literature has preferred to focus its 

attention on the behaviour of exporters rather than importers. In an earlier paper, Liang 

(1995) examined this phenomenon of the unsohcited export order (UEO) from the 

viewpoint of the importer. The little research that has been done on this has focused on 

the exporters, or passive exporters as they are referred to in the literature, behaviour and 

success at filhng UEO's. Liang's study develops 14 propositions of importer behaviour 

in relation to UEO's all of which conflict with the systemic frameworks for overseas 

vendor/market search procedures developed in the intemational marketing and import 
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management literature that suggests importers are supposed to estabhsh export criteria, 

screen the world-market to identify a short-list of target countries, carefully identify and 

evaluate altemative vendors, balance a range of technical and strategic factors and select 

the best overall vendor (Liang and Parkhe, 1997). 

Liang argued that most of the studies in vendor search behaviour in the domestic 

Organisational Buying Behaviour literature are conducted within the "rational choice" 

framework, where search efforts are a function of expected search benefits and 

information costs. This framework is limited as it ignores the limits of human 

rationality, and as buying internationally as opposed to domestically involves: 

1. More complex tasks; 

2. A more uncertain environment; and 

3. Much higher search costs in their search for overseas vendors 

Liang went on to identify four 'altemative frameworks' of human problem solving to 

better explain overseas vendor search behaviour: 

1. A sequential search using the satisficing mle under conditions of complexity and 

uncertainty; 

2. Relying on embedded social networks to economise search cost and to prevent 

opportunistic behaviour; 

3. "mimetic behaviour" as an alternative search; and 

4. an "irresponsible search" under conditions of resource slack. 

The first method of sequential search argues that importers will search sequentially for 

vendors until they find a vendor they are satisfied with. This contradicts the rational 
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choice model where the goal of the vendor search is to find the best possible suppher 

for a given product. Sequential vendor search most likely does not achieve this 

outcome unless the optimal supplier lies within the buyers search path. Hence, for the 

exporter the critical success factor may not solely be its product offering, but of being 

easily accessible to be positioned in the buyer's search path. 

So this raises an important question. Through what mechanism does the importer 

generate its search path and to what extent is this search path limited? Human 

rationality is limited to the number of calculations or comparisons that can be carried 

out. This clearly limits the number of possible vendors that will lie on the buyers search 

path, before an adequate vendor is identified. So how can this path be generated and is 

there any way a vendor can increase their chances of lying within the buyers search 

path? 

Clearly the critical variable in assembling the buyers search list is information. As the 

buyer accesses information its search list commences. The literature has identified that 

one of the main difficulties in intemational business is accessing information. 

Information on overseas markets can be timely, costly and in some cases non-existent, 

particularly for lesser-developed economies, that spend less on marketing the amount of 

vendor information available to buyers. 

An interesting study by Reid (1984) analysed the information acquisition and export 

entry decisions of small firms. He argued against the common belief that small firms 

operate on a limited information basis, depriving themselves of cheap export market 

knowledge in particular through low usage of export promotion programs and 
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incentives, but instead, discriminately use altemative sources to acquire foreign market 

information and assistance. Attempts at developing export models concluded that 

information acquisition by firms prior to their export entry, was causally associated with 

the subsequent export entry decision made by the firm (Johanson and Vahine, 1977; 

Reid, 1980; 1981). The pre-export preparation of the firm was deemed critical as the 

more active a firm was in the pre-export period, the greater its investment in the 

exporting strategy must have been and the more relevant information it must have 

sourced (Welch and Wiedersheim-Paul, 1980). However, empirical testing of this 

proposition has found that market knowledge can be used to reject export entry, and that 

small firms are unlikely to undertake extensive market research. 

What all of this leads to is that for buyers to generate their search list of appropriate 

vendors in overseas markets they need information. And typically, this information is 

not readily available or easy to access. Hence, buyers will often initially tum to their 

social networks in order to gain information. Not only is the information easier to 

access, as was discussed in Chapter Four, it can be of a higher quality and more updated 

than other publicly available information. Also as uncertainty increases, as is usually 

the case in international rather than domestic business, the tendency to rely on personal 

information sources becomes stronger. 

Thus, the pool of knowledge and social networks that an overseas students builds up 

whilst studying in a foreign country can mean that their search list can be dominated, or 

even limited to companies operating in the market that the student previously studied in. 

Ellis and Pecotich's (2001) study found that the majority of new exports were initiated 

by the buyer or importer, who revealed that prior personal contacts, strongly influenced 
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the perception of the market opportunity abroad, and therefore the export initiation 

itself Buyers, sellers and/or third parties that have been exposed to specific and general 

foreign market information through previous overseas experience and cultural 

socialisation, can be viewed as assets in an export decision (Reid, 1981). 

The diffusion of information pertaining to overseas market opportunities is determined 

to a significant extent by the size of social networks that span international borders. 

Given that any of the parties lying within this social network may be the first to 

perceive the overseas market opportunity, it is implied that the existence and utilisation 

of a social network can play a role in both the movement of an exporter into new 

overseas markets (seller), as well as the sourcing of supplies and products from overseas 

markets (buyer). The role of an intermediary agent depends strongly on their network 

of contacts, be it in both a domestic or intemational business operation. Therefore, this 

can also be strongly impacted by the size of their international social network span. 

This in turn can have a significant impact on the type of business relationship that exists 

between the transacting parties. An interesting study by Rosson and Ford (1982) found 

that the greater the joint experience of the contact persons (or boundary spanners - the 

people who contact with the opposite transacting company in the foreign country ) the 

less the intensity in the exporter - distributor relationships. This means that the 

relationship is less formal due to the familiarity of the boundary spanners and/or the 

relative stability in the tiansactions between the firms in the past. Implicit in this, is a 

reduction in costs associated with contract negotiations and enforcement, a key benefit 

to trading with individuals in ones social network. 
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The key theme which flows through the literature is the importance of information to 

the exporter. Whether this information comes from the decision-makers' own personal 

experiences or from a personal contact or member of their organisation, the ability to 

lessen the uncertainty which cloaks overseas market opportunities seems critical in the 

decision makers' actions to pursue or not pursue overseas market opportunities. It is 

more likely that a decision maker in a firm will pursue overseas business opportunities 

if they have a contact in the overseas firm, or information regarding the business 

opportunity is available from a contact in their own social network, or an individual 

within the decision-maker's firm has some knowledge of the overseas market 

opportunity. Not only does the existence of social network contacts and/or awareness 

and understanding of foreign cultures through periods spent overseas increase the 

likelihood of an international exchange occurring, it also impacts on the type of 

relationship that will exist between the parties to the exchange process. This can result 

in a far more unstmctured business relationship which relies more on tmst than on 

contractual obligations leading to reductions in transaction costs associated with 

contract negotiations and enforcement. 

What the literature and previous empirical studies find, is that export/import initiation is 

strongly impacted on by social ties, particularly those spanning international 

boundaries. What this implies is the direction of international trade flows is to some 

extent being shifted towards countries whose residents share social networks. That is, 

countries are more likely to tiade with each other, if their residents have social network 

connections. Historically, ttading links distinctively followed the spread of colonialism 

as the British Empire spread its power and its commerce through trade with its new 

colonies. 
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Over time, the spread of colonialism diminished and the movement of people was 

linked to immigration flows particularly as a result of the two World Wars. 

Intemational migration played a key role in the economic expansion of receiving 

countries. Almost the entire population of the Westem Hemisphere and of Australia 

and New Zealand consists of descendants of people who immigrated in the past 200 

years (Pugal and Lindert, 2000). As more and more people, immigrated to new 

countries, the pool of people with intemational social networks grew rapidly. With 

this, a rapid growth in trade with immigrant channels emerged and has become a 

prevalent factor in global trade flows today. As highlighted earlier, Rauch and Trindade 

(1999) estimated for differentiated products within Southeast Asia, that ethnic Chinese 

networks increased bilateral trade by more than 150 percent, and Head and Ries (1998) 

found that immigration had a significant positive relationship with Canadian bilateral 

trade finding that a 10% increase in immigrants leads to a 1% increase in exports and a 

3% increase in imports. 

Today, there are three key channels by which international social networks can be 

generated through the movement of people: 

1: immigration flows, 

2: intemational travel, 

3: overseas student flows. 

All of these flows are interrelated and feed off each other to some extent. Despite the 

differences between each one of these types of people flows, they all exhibit the ability 

to enable international links, connections and networks to be generated. These links can 

be utilised to initiate and facilitate intemational business activity. As discussed. 
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numerous studies have examined the link between immigration flows and trade patterns. 

The link between intemational travel and trade flows is much weaker, as the overseas 

experience is typically much shorter in duration allowing for much less of an absorption 

of the overseas markets culture, and obviously less time to develop overseas contacts of 

significant strength. However, Kulendran and Wilson (2000) were able to identify the 

existence of a 'causal relationship' between trade and intemational travel. And 

certainly intemational travel enables network generation and connections to be made 

which can facilitate intemational business activity. 

The numbers provided earlier in relation to immigrant and overseas student flows into 

Australia highlight in cmde terms the possible magnitude of the impact that overseas 

students may be having on Australia's trade flows, and the need for a higher level of 

research focus to be targeted to this area. The following Chapter estimates the impact 

of overseas students from Thailand on trade flow activity between Australia and 

Thailand. 

5.4 Impact of Culture on International Business Exchanges - The Natural 

Barrier to Trade 

Despite the strong growth in intemational trade relative to world GDP since the end of 

WWII, research has shown that countries appear to trade too much with themselves and 

too littie with each other (McCallum, 1995; Helliwell, 1998). hi Canada, domestic 

manufacturers supply 60% of the Canadian market despite the fact that Canada 

produces only 2.5% of world GDP (Head and Ries, 1998). The reason that 

intemational trade flows remain at much lower levels than what would prevail if the 

world economy was fully integrated (void of tariffs and other non-tariff barriers such as 
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subsidies and quotas) lies in what can be called "the natural barriers to trade" that exist 

in the global economy. These include informal trade barriers such as cultural 

differences, difficulties in enforcing intemational contracts and inadequate information 

about intemational trading opportunities (Bakalis and Maharani, 1999). Globalisation 

has had the effect of reducing the negative impact of 'distance' in an mtemational 

transaction. In this instance, distance not only refers to the physical distance between 

the business parties but also the cultural distances that exist between individuals as well 

as firms from different countries. Rosson and Ford (1982) in a paper examining the 

relations between manufacturers and overseas distributors defines the 'distance' that 

exists between two interdependent companies in different countries, as the sum of 

factors preventing flows of information and understanding between seller and buyer and 

includes geographic, cultural and social elements. Rosson and Ford (1982) argue this 

'distance' problem is particularly acute when the two companies involved in the 

exchange process are rather loosely connected, and also when the exporter is 

inexperienced in international business operations. They also identified a number of 

'distance' variables, which shape international transactions: 

• Physical distance barriers, 

• Cultural features and distances, 

• Cognitive and psychological features, 

• Different levels of economic development. 

Physical distance barriers have reduced over time as new modes of transportation have 

developed which have enabled faster, safer and cheaper methods to transport goods 

across national boundaries. For trade between Australia and Thailand, distance is not a 

major concern as the markets are situated relatively close to each other, and there is a 
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large supply of available transportation between the two markets. The relative 

closeness of the two markets has been one of the key attractions for Thai students 

choosing to study in Australia. However, in general it can be argued that distance is not 

a barrier to trade between these two markets and indeed can be viewed as a stimulatory 

factor. 

The cultural differences that exists between parties from different countries represents a 

problem which is largely ignored in the mainstream ttade literature. A key assumption 

with most trade models, including the classical model, is that buyers and sellers are 

assumed to have perfect knowledge of the market. These models assume full 

knowledge and certainty where trading opportunities are known, as trade reacts to 

changing supply and demand conditions, and relative cost conditions. It can be 

concluded that, because information about market opportunities is freely available, and 

there are no entry barriers, the existence of natural barriers will have no negating impact 

on the level of international trade activity. 

However, as is common knowledge, perfect knowledge in the arena of intemational 

business does not exist and market information regarding overseas markets can often be 

one of the main impediments for firms aiming to achieve successful overseas business 

activity. Other barriers such as cultural and linguistic borders, as well as highly visible 

tariff, and less visible non-tariff barriers also impede the smooth international exchange 

process. As identified by Bakalis and Maharani (1999) in a study into the importance 

of natural tiade barriers in Australia's trading relationship with Indonesia, it is important 

to recognise that knowledge is typically imperfectiy available and that impediments to 

trade exist based on a lack of understanding of a country's trading system, its cultural 
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values, or simply a failure to be in a position to recognise opportunities. The existence 

of these market imperfections enables businesses to take advantage of, and utilise the 

skills and knowledge of, individuals who possess language skills, cultural knowledge, 

awareness of foreign markets and foreign contacts. 

The role of culture in intemational business has been a popular research field 

particularly in the marketing field. Culture has been defined in many ways in fact 

Kroeber and Kluckholn (1952) were able to identify 164 different definitions of culture 

in the literature. It is important for businesses to acquire knowledge about the culture of 

a trading market. Learning the local language, the customs and the traditions, or having 

the skills of someone in your organisation or social network who possesses these tools, 

can prevent cultural misunderstandings and avoid unnecessary costs to businesses. 

Obviously huge cultural disparities exist between a Westem country such as Austtalia 

and an Eastem country such as Thailand. It is possible to define subcultures and 

cultures of different activities of an export/import transaction; the two key subculmres 

are the individuals' cultural background and the business culture of that country. Quite 

often the two will be interrelated quite strongly. Thai business culture is impacted upon 

strongly by surrounding cultural habits originating from the national culture in which 

the firm operates. 

Arising from these differences in national and business cultures comes the 

psychological and cognitive aspects that occur when contacts are made by people of 

different cultures. It is in these exchanges that personnel who have an understanding of 

both cultures involved can be a valuable resource. This not only implies the ability to 
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be bilingual, but a deeper level of cultural awareness and understanding that will enable 

accurate coding and decoding activities to take place during intercultural business 

meetings. The existence of such personnel may be just as important as technological 

know-how and/or organisational skills. 

Unfortunately, the global view in the English-Speaking business community is that 

competence of a foreign language is unnecessary in a world where English is the global 

language of commerce and is reflected in the large number of Australians who are 

monolingual (Bloomfield, 1996). The literature shows that foreign language 

competence can contribute to international business success in a variety of ways 

including: 

• Facilitation of social contact enabling relationships to develop and tmst to grow, 

• Improves communication to and from the market, 

• Assists in understanding the ethos and business practices of a market, 

• Improves the ability to negotiate and give a psychological advantage in selling, 

• Facikitates the effective management and control of overseas subsidiaries 

(Turnball and Wellham, 1985). 

A study on export management perceptions of the importance of cultural differences by 

Elbashier and Nicholls (1983) found that 9 out of 10 companies operating in the Middle 

East found cultural factors to be of varying levels of relative importance. One of the 

key recommendations of the study was that British cultural links with Arab countries 

were a business asset. In the same sense, the links that have been developed between 

Australia and Thailand through the significant flow of overseas students is a business 

asset for Australian companies to utihse and capitalise on. 
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Both Stanley, Ingram et al. (1989) and Akoorie and Enderwick (1992) provided some 

evidence that the employment of foreign language specialists was correlated with export 

success, while Coughlin (1987) argued the existence of different languages in the 

exporting and importing countries be considered as a natural barrier to ttade. Also a 

report by Simon (1987) stated that American firms were becoming more sensitive to the 

relationship between foreign language and cross-cultural skills and effectiveness in 

intemational business competition. He argued that if American businesses are going to 

be successful in these growing markets, they must be able to communicate their 

products' attributes effectively. 

This issue is important for a country like Australia where its dominant trading pattems 

have shifted from English-speaking economies (USA and UK) to non-English speaking 

economies (Asia and the Middle East). As trade with these regions grows, it is 

important that Australians have a better understanding of the cultures and languages of 

economies in these regions. It would be foolhardy to say that the rapid increase in 

overseas student numbers to Australia has brought with it a subsequent increase in 

language ability of Austtalians in these foreign languages. However, definitely a higher 

level of cultural understanding has developed as Australian students mix with students 

from these countries and gain a better understanding of their countries background, 

culture, beliefs and values. However, from the perspective of the overseas student, they 

are benefiting from their extended stay in Australia and are being rewarded with 

knowledge of both the English language, as well as the cultural understanding of the 

Australian way of life. However, given the huge distortion in the number of overseas 

students who flow in to Australia as opposed of the number of Australian students that 
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Study overseas, one could argue that Australian graduates are losing ground to these 

countries in terms of their skills and abilities to perform successfully in the global 

economy. 

A study by Graham (1985) examined the influence of culture on the process of business 

negotiations in three countries the United States, Japan and Brazil. A review of the 

negotiation literature by Rubin and Brown (1975) found that the behaviour of 

bargainers during the negotiation process affect negotiation outcomes. Such behaviours 

include opening moves, countermoves, types of appeals and demands. Graham's study 

found that substantial differences in bargaining styles exist across cultures and hence 

understanding of the culture with which a transacting party is dealing would be 

advantageous. 

The ability to possess such skills as foreign language proficiency and cultural 

understanding can arise from a number of varying situations. The experience of living 

extensively in a foreign country will usually provide an individual with a fairly 

developed understanding of that culture. This situation can arise from a number of 

possible scenarios: immigration, job placement, and overseas study experiences are all 

instances which allow an individual time to develop a more than superficial 

understanding of a foreign culture. 

An overseas student who comes to study at tertiary level will typically live a minimum 

of four years in Australia and will quite often work to support their living expenses. 

From such an extended stay in an overseas countty, and through their fairly extensive 

contact with 'local' Australians (perhaps more so than in the case of an immigrant who 
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research shows, often does not mix with the locals of the country but prefers to stay in 

the safer surrounds of their immigrant enclave) overseas students are able to grasp both 

a strong command of the English language, as well as of the way Australians think and 

act, cmcial skills when negotiating any form of business deal with Australians at a later 

stage. These acquired skills will enable such future business dealings to occur on a 

much higher level of cultural understanding and awareness, than would otherwise have 

been the case. This in itself lends credence to the ability of Thai overseas students in 

Australia to stimulate business activity between the two countries after they retum from 

Australia to Thailand. These acquired skills can be used by both Thai and Multinational 

companies to facilitate business negotiations and to develop stronger company 

relationships. They can also be used in a private entrepreneurial sense, to facilitate the 

individual to conduct business activity with Australian companies. 

These skills empowers foreign students to become what is known in the literature as 

'network intermediaries". Rauch (2001) defines a network intermediary as an agent 

who sells access to and use of his network, typically for commission on the value of the 

transactions realised. They can be known as an agent, broker or trader, and they 

typically possess strong knowledge about bilateral and often multilateral markets 

enabling them to match buyers and sehers. As Head and Ries (1998) stated, they are 

able to realise lower costs associated with foreign trade due to then superior information 

on market opportunities. 

The literature clearly identifies a role that social networks can play in stimulating trade 

flows. As traditional tiade barriers continue to fall and transportation costs become less 

significant, the existence of natural barriers to ttade is becoming more important 
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(McCallum, 1995). The abiUty for decision makers to utilise then social networks to 

provide them with information on foreign market opportunities, to grease the wheels of 

the intemational transaction, to help overcome difficulties relating to conttact 

enforcement and cultural barriers, and to reduce the overall costs of the intemational 

transaction, is enabling them to gain a competitive advantage in the intemational 

marketplace. An overseas study experience is enabling future businessmen to generate 

international social networks which they can tap into throughout their business career. 

In the next section, a theoretical model is developed to support the empirical research 

that will be undertaken to determine the magnitude and the composition of the impact 

that overseas student flows are having on intemational trade flows. 

5.5 Developing a Theoretical Model of the impact that Overseas Students Play 

on Bilateral Trade Flows 

Previously, literature was outlined on the role of networks in facilitating trade flows 

both in the context of overseas students and also immigration flows. In order to better 

comprehend the methods and avenues by which overseas students impact trade flows, 

an intemational education trade impact model is developed which will encompass all of 

these possible impact instmments. 

The literature review identifies a number of key mechanisms through which overseas 

students may stimulate trade flows with a foreign country. Figure 5.0.2 illustrates that, 

overseas students' attitudes to Austtalia, their preference for Australian products and the 

creation of social networks in Australia can stimulate trade flows between the two 

countties. 
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Figure 5-0-2 The Analytical Framework of the effect of Overseas Students on Australia/Thailand 
bilateral trade flows 
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This diagram will be used as the theoretical foundation for the hypothesis that overseas 

student flows stimulate bilateral trade flows. That is, it is proposed that overseas 

students' impact on bilateral trade flows through the following key channels: 

1. A student's study experience in Australia can leave a positive impression 

increasing the likelihood that the student will be biased towards undertaking 

some form of business activity that is linked to Australia. This could be in the 

form of purchasing of Australian goods, selling of Thai products to Australia, 

travelling to Australia, undertaking further study in Australia, recommendation 

of Australia as a good place to study/travel, investing in Australian property or 

shares. This could lead to increases in unsolicited export orders for Australian 

firms. 

2. The time spent in Australia will expose students to various Australian 

commodities and services. Students may develop preferences for these 

particular goods and services that can lead to increases in demand for these 

particular goods and services in the future. 

3. Students bring with them to Australia certain preferences for particular varieties 

of foreign products. This should lead to an increase in demand for these 

products within Australia, hence stimulating Australian imports. 

4. The student's study experience in Australia will enable them to develop social 

networks with Australians which they can utilise when they retum to Thailand to 

facilitate conducting business activity with Australia. 

The application of social network theory in the context of overseas students leads to the 

theory that students develop social networks during their period of study, that can then 

be used to facilitate business activities in the future, in a number of key ways including: 
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i) minimising search and transaction costs, ii) reducing communication and cultural 

barriers, iii) tmst creation, iv) information transfer and v) better access to distribution 

channels. 

By utilizing Figure 5.0.2 as a theoretical channel which places in context the link 

between overseas study experience and increased ttade activity, the quantitative and 

qualitative models in the following Chapters can proceed. 

The types of social networks that the student can generate is illustrated in Figure 5.0.3. 

The student will associate with a range of people during their study experience in 

Australia generating both close and distant ties with these people. Students can 

generate friendships and acquaintances with their fellow classmates and their staff at 

university. They can also build relationships with people they stay with - homestay 

families, students from other universities, as well as people that they work with if the 

student chooses to work part-time while they study. Finally, the student can build 

relationships with people that they meet through social outings, or through sporting 

clubs or other social groups. Whether the relationship that is built is distant or close, the 

student can utilize this connection when they retum to Thailand. The student can then 

utilize these ties through the transfer of knowledge and information as was illustrated 

earlier in Figure 4.0.1. 
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Figure 5-0-3 An Overseas student's social network 

The process through which information is transferred within overseas student's social 

networks can be viewed graphically using a standard network model. As illustrated in 

Figure 4.0.1 in Chapter Four, information and knowledge can be transferred between 

nodes in a network (people) thereby generating awareness of opportunities and creating 

new knowledge. The network links in this case, are the use of computer and/or 

telecommunication networks and various work functions/meetings that provide 
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opportunities for people within the network to communicate verbally. The process 

through which overseas students can utihze and mobihse their intemational social 

network is similar. However, the nodes within the network stmcture are located in 

different countries. This impacts on the methods of transmitting information and 

sharing knowledge to some extent, but with the use of email, mobile phones and sms 

messaging there is not a significant difference, apart from the costs of transmitting 

information. In the case of email and online chat applications, the cost of transmitting 

information domestically and intemationally is identical. 

Thai overseas students who have graduated and have retumed to work in their home 

country can maintain contact with people in Austtalia, who became part of their social 

network during their period of study in Australia via a range of methods. When a Thai 

graduate is searching for an international buyer or supplier they are likely to search 

within their intemational social network first. 

5.6 Hypotheses Formulation 

By utihzing Figures 4.0.1, 5.0.2 and 5.0.3, a range of hypotheses are developed that can 

be tested empirically using time series analysis in Chapter Six, and also an international 

survey in Chapter Nine. The main hypothesis tested is that overseas student flows from 

Thailand to Austtalia stimulate bilateral trade flows between the two countries. This 

can be written as hypothesis one: 

HI: Overseas student flows from Thailand to Australia have a positive impact on 

bilateral trade flows between the two countries. 
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This hypothesis will be tested in the following Chapter using empkical data and 

cointegration analysis. 

Apart from the direct relationship between student flows and trade flows, it is 

hypothesized that students social networks can play a role in initiating and facilitating 

trade activity between Australia and Thailand. Given this, one of the channels through 

which students can generate social networks is through their study experience at 

university as well as their choice of accommodation as illustrated in Figure 5.0.3. 

Hence, it can be reasoned that the more time a student spent with non-Thais the greater 

their opportunity to develop friendships with people from Australia and also other 

countries. This provides the second hypothesis: 

H2: The amount of time the respondent spent with Australians will be higher for those 

respondents who have conducted some form of business activity with Australia 

compared to those who have not. 

It is also hypothesised that an overseas students' attitude towards their study experience 

in Australia will be an important factor in whether or not the student will undertake 

some form of business activity with Australia. The more positive the overseas student 

feels about their study experience, as well as their feelings towards Australia and 

Australian people in general, the more likely they are to be interested and willing to do 

business with Australia in the future. This provides the third hypothesis: 
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H3: The respondent's attitude towards their study experience in Australia will be higher 

for those respondents who have done some form of business activity with Australia 

compared to those who have not. 

Maintaining contact with Australia after the student has finished their study and 

returned to Thailand, is also hypothesised to be an important factor in enabling the 

student to maintain the contacts they developed whilst in Australia. It can be reasoned 

that the more contact an overseas student has had with Australia since completing their 

studies, the more likely they are to have been able to maintain and develop the 

international social network they generated in Australia. This provides the fourth 

hypothesis: 

H4; The proportion of respondents who used various forms of contact methods with 

Australia since completing their study is higher for respondents who have conducted 

some form of business activity with Australia compared to those who have not. 

The motive for examining the international travel behaviour of overseas students is to 

attempt to determine the impact that overseas student flows may be having on tourism 

exports with students travelling between host and destination countries during their 

period of study (this would only impact on the Austtalia's trade account if an Australian 

carrier was the students choice of airline) and also after the student has completed their 

study they may be more likely to return to Australia to visit if they had a positive study 

experience in Australia; and also to visit friends made during their period of study. 

There is also a possible link between the respondent's travel to Australia and their 
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tendency to undertake some form of business activity with Austraha. This provides the 

fifth hypothesis: 

H5: The proportion of respondents who travelled to Australia after their study 

experience is higher for those respondents who have done some form of business 

activity with Australia compared to those who have not. 

By undertaking an international survey of overseas students who previously studied in 

Australia, a profile can be developed of the type of student who is more likely to 

involve themselves in business activity with Australia, after they complete their study. 

Therefore, it is hypothesised that there will be differences in the profile of overseas 

students who do undertake business activity with Australia, compared to those who do 

not. This provides the final hypothesis: 

H6: There is a difference in an overseas students personal profile between those 

respondents who have done some form of business activity with Australia and those that 

have not. 

Hypottieses 2-6 will be tested using the survey data collected from the intemational 

survey described in Chapter Nine. 

5.7 Conclusion 

This Chapter examined the literature on the export and import process and in particular, 

how social factors can play a role in this area of business activity. The large 

geographical distance often involved in intemational business activity, increases the 
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importance that tmst plays in the business transaction. The risk of non-payment and 

other transaction difficulties forces business people to seek ways to minimize the risk of 

intemational transactions and one key way to do this is to conduct the mtemational 

transaction within one's social network. This enables a sizeable reduction in the risks of 

the transaction, as trast and fear of retribution within ones own social network will 

increase the chances that the transacting party will honor their role in the transaction. 

The theoretical model supporting the macro analysis into the link between overseas 

student flows and trade activity was also developed. The positioning of network theory 

as a base to the theoretical model enables a conceptualization of the overseas students' 

creation of an international social network during their period of study. 

From this conceptual framework, a set of hypotheses were developed to test various 

relationships pertaining to overseas student flows and trade flows. The following 

Chapter will utilize the theoretical model developed in this Chapter, and attempt to 

quantitatively test the relationship between overseas student flows and ttade flows. 
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CHAPTER SIX 

THE INTERNATIONAL EDUCATION MODEL 

6.1 Introduction 

This Chapter investigates the apparent correlation between Australia's bilateral trade 

flows with Thailand and the number of Thai students undertaking studies in Austtalia. 

An 'International Education' gravity model of trade is developed to undertake 

regression analysis to determine if there is a statistically significant relationship between 

Australian/Thailand bilateral flows and overseas student numbers. A gravity model of 

trade is utilised to relate the volume of trade between Australia and Thailand to the level 

of overseas student numbers flowing from Thailand to Australia. 

It is important that an assessment of the impact of overseas student flows on trade 

activity is undertaken as policy decisions affecting overseas student numbers need to 

consider the trade impact of such decisions which could be quite substantial in the long 

term. 

6.2 Introduction to the Gravity Model 

Undoubtedly, the gravity model of international trade, which has been described 

regularly as the 'work horse' for empirical studies on bilateral trade flows, has been the 

dominant approach to analysing trade flows. Its success lies in its lack of theoretical 

incompatibility and its ability to explain variations in bilateral trade flows across a wide 

variety of countries and periods (Eichengreen & Irwin, 1996). 

The gravity model of intemational trade, whose origins lie in Newton's famous physics 

equation F~mc states that the volume of trade between two countries can be estimated 
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as a function of the product of the size of the two countries divided by the distance 

between the two countries. 

Tinbergen (1962) and Pohyonen (1963) were the first to develop econometric models of 

bilateral ttade flows. Their models explained bilateral trade between two countries in 

terms of their GNPs, Y, and the distance between them, D as follows: 

X, = A 

Where Xy is the value of exports from country i to country j , and A is a constant of 

proportionality. 

The gravity model used by Tinbergen (1962) was: 

£,. = a J"' Yp D"l N"' P"' P"' 

where: Eij = total exports of country i to country j , 

Yi = GNP of country i, 

Yj = GNP of country], 

Djj = distance between country i and country j , 

N = dummy variable for neighbouring countries, 

Pc = dummy variable for Commonwealth preference, 

Pb = dummy variable for Benelux preference. 

The basic gravity model incorporates only the income variables of the trading countties 

and a distance variable. Tinbergen added to the basic gravity model three dummy 

variables in an attempt to isolate the effect of the Commonwealth and Benelux 

preferential tteatments and also the existence of common borders. 
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The gravity model has been widely used as a base for estimating the impact of a wide 

range of policy issues including regional trading agreements, political blocs, patent 

rights, common languages, cultural and historical similarities and other various ttade 

distortions. The effects of these events and policies are isolated by measuring 

deviations from the volume of trade predicted by the standard gravity model or captured 

by dummy variables (Cheng and Wall, 1999). Tindbergen's (1962) study did this by 

developing a standard model of trade in the absence of discriminatory trade 

impediments that allowed him to compare actual trade with expected trade. From this, 

he was able to determine if a country's exports were being given preferential treatment 

by importing countries, or were being discriminated against due to trade barriers or 

resistances to trade. 

The initial strength and ability of the gravity model to provide strong empirical results 

surprised many economists, given that the gravity model had been borrowed from 

physics and had been applied without justification for its theoretical foundation. 

Deardorff (1984) describes Tinbergen (1962) and Poyhonen's (1963) development of 

the first econometric models of bilateral trade flows as being based on "ad hoc but 

intuitive theorising" (page 503). 

Linnemann (1966) was the first to attempt to justify the theoretical foundation of the 

gravity model. Linnemann added a population variable to the equation which allowed 

differences in per capita incomes to be included in the gravity equation model and 

which is often called the augmented gravity model. He argued that the gravity model is 

a reduced form of a four-equation partial equilibrium model of export supply and import 

demand. However, Linnemann was unable to justify the assumption of separate 
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demand functions for imports from each trading partner. Despite this, his equation 

fitted to the trade of 80 countries and explained 80 percent of the variance in the data. It 

was this study that established the empirical base of the gravity model to explain 

intemational trade flows. 

Aitken (1973), Leamer (1974) and Geraci and Prewo (1977) followed on from 

Linnemann's work to test the effects on intemational trade respectively, of common 

membership in a free trade area, bilateral trade flows and the importance of factor 

endowments and other country characteristics. 

It was Anderson (1979) whose model was the first to develop a strong theoretical base 

for an aggregate, rather than a commodity specific, gravity equation. His theoretical 

foundation was based upon constant elasticity of substitution preferences and goods that 

are differentiated by region. His work suggested that trade between two regions (after 

controlling for size) is stimulated when the two regions bilateral trade barriers decrease 

relative to the average trade barriers of the two regions to trade with all their partners. 

As Anderson and Wincoop (2000) reasoned, the more resistant a region is to trade with 

all others, the more it is pushed to trade with a given bilateral partner. 

A turning point in the use of the gravity equation came from Bergstrand (1989) who 

used the gravity model to explain ttade in differentiated products. Analysts then began 

deriving gravity equations from simple monopolistic competition models. Using this 

type of gravity equation, Karemera and Koo (1991) modelled world wheat trade flows 

and Christerson (1994) modelled trade in apparel. 
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A study by Marcouiller (2000) used a variant of the gravity model to model whether 

insecurity impedes some types of trade more than others and to test whether different 

dimensions of insecurity affect different types of trade differently. Marcouiller argued 

that unenforceable commercial contracts hinder trade volumes. Since trade is often 

undertaken with partners about whom one has relatively little information, the need for 

strong enforcement of commercial contracts is paramount for trade to proceed. This 

argument follows the same line of thinking as Gould's (1994) study which suggested 

that the development of tmst through immigrant contracts can decrease the costs 

associated with negotiating trade contracts, and subsequent contract enforcement. 

Marcouiller's study found that if contracts in Latin America were to become as easily 

enforced as they are in the European Union, Latin American trade in differentiated 

products could rise by as much as 50%. 

Two previously mentioned studies by Gould (1994) and Head and Ries (1998) used two 

different forms of gravity models to explain the influence of immigrants on ttade flows. 

Gould's study used time-series as well as cross-sectional data. Gould hypothesised that 

immigrants provide foreign market information that decrease the transaction costs to 

trade, at a decreasing rate in the following functional form, where the stock of 

immigrants from countty j in the United States is: 

^us,i ~ ^^ ' 

p > 0, a > 0, A > 0, 

where, Z represents the transaction costs to trade associated with obtaining foreign 

market information about countiy j in the United States. The parameter p determines 

the size of the immigrant information effects on transaction costs, and A is a constant. 

The parameter determines the curvature of this function, or the sensitivity of transaction 
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costs to the size of the immigrant stock. Gould substituted this functional form for 

transaction costs into his reduced-form trade flow equation which meant the overall 

effect of immigration on trade was positive. 

Gould modelled bilateral trade flows frorn country i to country j as a function of income 

in the two countries, tariffs, transportation costs, information costs that decrease with 

the increasing number of immigrants and a set of price terms related to import and 

export price indices. Gould's estimated equations describing export and import flows 

are listed below: 

logEX^sj = «o log£X,_, +a, logTy^ +a^ logF. +a, \ogPOP^s +«4 ̂ ogPOPj +a, logP ^, +a, logP^ 

+a,\ogPx,s +a,\ogPij +a,{M^^j /(«io +Mus.j))+«i. iSKUK)+a,,{STAY)+a,,{STAY^) 

-K«i4(D,)+....+ «„(DJ+f, 

and 

log/M ,̂̂ ^ = p, log/M,_, +A XogY^s +A log}', + A ^ogPOP^s +A \ogPOP^ +p, XogP ̂ j^ +/3, \ogPj 

+AlogPx^ +AlogP/„. +AiM,sj /(Ao +^us.j))+Pu(SKUK)+P,,iSTAY)+P,(STAY') 

+fi,iD,)+.... +P„iDJ+v, 

where: 

EX us, j is exports of goods from the United States to the home country j , 

IM j,us is imports of goods from the home country j to the United States, 

IMt-i and EXM are dependent variables lagged one year, 

a and P are the estimated parameters, 

Yus and Yj are the U.S. and home-country GDPs, 

POPus and POPj are the U.S. and home-country populations. 

Pus and Pj are the U.S. and home-country deflators, 

Pxus and Pxj are the U.S. and home-countiy export unit-value indexes. 
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Pius and Pij 

Mus,j 

SKUKusj 

STAYusJ 

eand V 

are the U.S. and home-country import unit-value indexes, 

is the number of immigrants from home country j in the U.S., 

is the ratio of skilled immigrants to unskilled inmiigrants from 

home country j in the U.S., 

is the average length of stay of the immigrants in the U.S., 

is the dummy variable for the home country j , and 

are i.d. error terms and corr(8,v) = 0 

Head and Ries (1998) used a gravity model of trade to explore the influence of 

immigrant flows on trade flows. They modelled bilateral trade flows from country / to 

country j as a function of the ratio of the product of the two countries GDP to that of 

World GDP as well as a vector of trade cost variables X such that: 

In m'̂  = In y y 

\ y J 
+ X' fi 

Their vector of trade cost variables included the following: 

X' =[ln DISr' ADJ'J In IMMI' OPEN' OPEN' In 
r pi\ 

1) a distance variable to take into account that transport costs are higher 

the further countries are geographically located from each other, 

2) An 'openness' variable which controls for a country's overall 

propensity for extemal trade (measured by a country's total trade with 

the world divided by its GDP), 

3) A 'relative price' variable which is the ratio of the real exchange rate 

between Canada and each of its ttading partners. 
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The dependant variables used in their study were bilateral imports and exports between 

Canada and 136 trading partners from 1980 to 1992. Their smdy found that 

immigration had a significant positive relationship with Canadian bilateral trade where a 

10% increase in immigrants leads to a 1% increase in exports and a 3% increase in 

imports. An interesting outcome of their study was the extent to which the elasticities 

for imports were much higher than those for exports. While it was expected they would 

be higher due to the preferences for home-country goods that immigrants bring with 

them it was surprising they were higher by so much. Head and Ries suggest it could be 

that immigrants find it easier to set up importing businesses compared to exporting 

businesses. 

A study by McMahon (1992) looks at the role intemational study played in the 

acquisition and development of knowledge resources. It proposed the following two 

hypotheses: 

1) That the flow of students out from a third world nation to the world at large varied 

directiy with the level of the sending country's economic strength, its involvement 

in global trade, state emphasis on education, and lower levels of home educational 

opportunities; and 

2) The flow of students to the United States varied directly with measures of the 

economic capacity of the sending nation relative to that of the U.S., levels of trade 

between the U.S. and the sending nation, the flow of U.S. foreign assistance to the 

sending nation, and levels of institutional support from the United States. 

Clearly, a component of McMahon's study is testing the same relationship this shidy is 

interested in, that is, between trade flows and intemational student numbers but in the 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/ThaUand BUateral Trade Flows 175 



Chapter Six: The Intemational Education Model 176 

Opposite direction. That is, McMahon is proposing that intemational student numbers 

between two countries are a function of trade between those two countries. 

Her two hypotheses were modelled using an outbound 'push model' and an inbound 

'pull model'. The 'push model' looked at the relationship between the percentage of a 

country's tertiary level students studying intemationally and a number of explanatory 

variables, including the economic power of the sending nation, the state priority on 

education, and of interest to this study, the level of involvement in the intemational 

economy as measured by trade, specifically import and export levels relative to sending 

nation GDP. 

The explanatory power of the model was greatest when economic groupings were 

utilised. That is, the model best explained overseas study pattems in the 1960s and 

1970s for higher income Third World nations. The study found that global trade was 

found to be a strong, positive factor in fuelling overseas study. McMahon proposed that 

this could be due to a number of factors including that greater economic involvement 

with the world system corresponded with greater academic involvement, and that higher 

levels of global ttade may imply changes in the intemal labour market that may 

generate greater demand for education and expertise not available through education in 

the home country. 

Of more interest was McMahons 'pull' model which was stmctured as 

follows: 

Y = p,+ f3,X,^ /3,X,+ /3,X,+ p,X,+s, 
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Where, 

Y = The concentration of overseas students in a world center, equal to the 

number of tertiary level students in the United States relative to the total 

number of intemational students from the sending country in a given 

year, 

Xj = Relative national size within the world system, equal to the sending 

nation's GDP divided by U.S. GDP, 

X2= The economic linkage between the host and sending nation, measured as 

the concentration of sending nation trade with the U.S., 

Z3 = Host nation political interests in the sending nation as measured by net 

U.S. Govemment foreign assistance divided by sending nation GDP, 

X4 = Host nation support of intemational students as measured by the 

percentage of students from each sending country funded by U.S. 

institutional aid relative to the total number of students from that country 

in the U.S., 

£•, = The error term. 

McMahon's model related data for the explanatory variables in a given year to the 

outcome variable two years later as the explanatory variables would not have an 

instantaneous effect on the flow of students. McMahon found that the importance of 

concenttation of trade with the host nation varied greatiy among the different groupings 

of her population set. In the higher income population, it made a positive and 

significant contribution, that McMahon argued may have been due to the countries' 

common sttonger economic ties, causing ttade to be a more important economic 

indicator. That is, a specific nation-to-nation trade hnkage corresponds with a nation-
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to-nation academic linkage. McMahon called for individual case smdies to be carried 

out to validate her general statistical research. 

A recent paper by Chen and Bamett (2000) analysed international student flows from a 

macro perspective in order to determine the intemational student exchange network that 

exists in the larger context of global political and economic relationships. The 64 

countries that represent the largest number of intemational student exchanges were used 

in the study. The study described the intemational students exchange network and its 

change between 1985, 1989 and 1995 and addressed the following key questions: 

1. What is the stracture of the international student exchange network in 1985, 

1989 and 1995 and does it follow Worid System Theory^? Who are the core, the 

semi-peripheral, and the peripheral countries in the intemational student 

exchange network? 

2. How has the international student exchange network changed and have events 

such as the ending of the Cold War had any impact on the pattern of 

international student flows? 

3. What is the relationship between a country's position in the international 

students exchange network to its level of economic development? 

Their report found that most Western industiialised countries including the USA, UK, 

Germany, France and Canada, have stayed in the center in the international stiident 

exchange network and that the flow of intemational stiidents has become more closely 

linked to economic development. These economically powerful countries which have 

^ World System Theory analyses the long-term social changes by combining the study of intersocial 
relationships and the economic and political relations within one global system. It groups countnes in 
terms of three types of structurally equivalent components: the core, the periphery and the semi-penphery 
depending on the type of products they produce and specialise in. 
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comparative advantages in the production of higher education, receive intemational 

students in significant numbers enabling them to remain in the center of the 

international student exchange network. A country's position in the intemational 

student exchange network is significantly related to its GNP per capita and that higher 

education is tightly connected with economic development. Given the previous 

extensive research on the export led hypothesis and its relationship with economic 

development, this poses the question 'Given that there are significant relationships 

between (1) export growth and economic development and (2) international student 

flows and economic development, what then is the relationship between intemational 

student flows and export growth?' The answer to this question is addressed in the 

following section. 

6.3 The "International Education' Model 

Three regression models are used, all of which are based on the standard gravity 

equation previously discussed. The first model will attempt to model Australian exports 

to Thailand, the second will attempt to model Australian imports from Thailand and the 

third model will model total trade flows between the two countries. The objective is to 

see whether overseas student numbers are statistically significant in affecting 

Australia's bilateral trade relationship with Thailand. All of these models will include 

overseas student numbers from Thailand as a variable in the standard gravity model 

equation. Many previous demand studies have used the log-log functional form to 

satisfy the assumption of constant variance of the error term. This also allows for the 

parameter estimates to be interpreted as elasticities. However, this study will use 

cointegration analysis to model trade flows as littie reliability can be placed on resuhs 

carried out using the ordinary and generalized least squares methods because these tests 
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do not consider the fact that the data used often exhibits a time trend and, therefore may 

be nonstationary. According to Engle and Granger (987), regressions involving 

nonstationary variables using the classical methods can be spurious. 

6.3.1 The Export Model 

Numerous reports identified earlier have discussed the possible positive effect overseas 

students have on future export business for Australian firms including: 

• Exposure to Australian products whilst studying in Australia, which can lead to 

future increases in demand for these products and or services. 

• Familiarity with Australian equipment and procedures particularly in the fields 

of engineering and science. 

• The creation of positive attitudes by overseas students towards Australia 

(Kauffman, Weaver et al., 1992). 

• The creation of personal and institutional relationships developed in Australia by 

overseas students who may be able to facilitate or influence trading liasons with 

Australia in the future (Throsby, 1991; Industry Commission, 1991; Committee 

of Review of Private Overseas Student Policy, 1984; Overseas Student Trast, 

1981; Leslie, 1989; Sargent, 1992). 

This model will attempt to model Australian exports to Thailand. The objective is to 

see whether overseas student numbers are statistically significant in affecting 

Australia's export flows to Thailand. 

The following determinants of Australian exports to Thailand have been identified: 
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Australian Real Income (AGDP) 

A country's real income is an indication of an economy's ability to produce. The more 

a country can produce domestically, the more it can export to overseas markets. 

Therefore, the strength of the Australian economy is reflected in its ability to satisfy 

demand from overseas markets. Hence, the expected sign of the parameter estimate of 

Australia's real income is expected to be positive. 

Thailand Real Income (TGDP) 

The ability of overseas countries to pay for exports is reflected in their real income. The 

higher the real income in the overseas country, the greater their ability to purchase 

another country's exports. Therefore, it can be argued that the stronger the domestic 

Thai economy, the more able the Thai market is to purchase Australian exports. Hence, 

the expected sign of the parameter estimate of real income in Thailand is also expected 

to be positive. 

Openness To Trade (OPEN) 

There has been a rapid transformation in the extent to which economies in the world are 

now involved in the international economy. The opportunity for producers to export to 

overseas markets has increased as trade barriers have fallen, easing of regulations and 

resttictions have been implemented and the willingness of economies to be part of the 

intemational economic community has increased. The extent of this process is 

measured by calculating the trade share of output. This is calculated by adding the total 

value of a country's imports and exports and dividing this by their GDP. As Australia 

continues to open its market to overseas firms and increases its economic involvement 

through increased trade with the rest of the world Australian exports to Thailand would 

be expected to increase. Hence, the expected sign of the parameter estimate of 

openness to Australia is expected to be positive. 
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Exchange Rate (ER) 

The willingness of a country to purchase products from overseas is strongly influenced 

by price. The price of overseas products is linked directly to the exchange rate of the 

currencies of the trading countries. If the currency of the exporting country weakens, 

this makes the price of their product more attractive to overseas buyers. Hence, the 

expected sign of the parameter estimate of the exchange rate in the destination country 

is expected to be negative. 

Overseas Students (ST) 

As discussed in the previous Chapters, there are a number of reasons why overseas 

students could be a stimulant to Australian exports. However, this process is not 

immediate and there will most likely be a significant lag between when the student 

studies in Australia and when they will stimulate export activity. Hence, the expected 

sign of the parameter estimate for overseas students is expected to be positive and 

lagged a significant number of periods. The size of this lag is estimated to be between 5 

and 10 years, as it takes a number of years for a student to complete their study in 

Australia and then return to Thailand to find employment. 

The model for Australian exports to Thailand may therefore be represented as follows: 

EX^=a,+ a^ST^^, + a^AGDP, + a^ TGDP, 

+ a^ER, + a^OPEN, + s, 

Where at time period t: 

STt-k = flow of students from Thailand to Austtalia lagged k periods, 

AGDP = Australia's real income, 

TGDP = Thailand's real income. 
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ER = The Thailand/Australia exchange rate baht/$A, 

TOPEN= Thailand's openness to trade, 

EX = real Australian exports to Thailand. 

A priori it is expected that a2, as, a4 and ae will be positive and as will be negative. 

The AGDP, TGDP and EX variables are all real values and have been measured in US 

dollars (millions), base year 1990. 

6.3.2 The Import Model 

As discussed in the literature review, there are a number of factors that may cause 

overseas students to stimulate Australian exports to Thailand. However, minimal 

discussion has focused on the possible stimulus to Austrahan imports from Thailand. 

Given that there has been no research into this possible relationship it may be difficult 

to theoretically support a model of this kind. However, from the literature it is 

hypothesised that: 

1. a student brings with them to Austtalia, preferences for foreign products which 

can generate increased levels of demand for these products 

2. the network of contacts generated by overseas students during their period of 

study in Austtalia may lead to them being able to tap into possible business 

activities which are recorded as debits in Austialia's current account balance. 

The following Chapter's analysis of the survey resuhs provides examples of this 

occurring. 

3. During their period of stay in Australia, the overseas student is likely to demand 

products originating from their home country, in particular food products. This 
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can not only lead to an increase in demand for such products during the 

student's period of stay in Australia, but could also have a longer term impact 

on the tastes and preferences of local consumers in the Australian market. By 

being exposed to foods from other countries, local consumers can develop a 

taste for such products that remain in the market for a period much longer than 

the student's period of study in Australia. 

The model for Australian imports from Thailand will incorporate the same variables 

used in the export model, but this time Australian imports will be used as the dependent 

variable and the openness variable will measure the openness of the Thai economy to 

trade: 

IM, = a, + a^ST,,^ + a.AGDP, + a , TGDP, 

+ a^ER, + a^OPEN, + s, 

Where at time period t: 

IM 

STt-k 

AGDP 

TGDP 

ER 

AOPEN 

= Australian imports from Thailand, 

= Thai students studying in Australia lagged k periods, 

= Austialia's GDP, 

= Thailand's GDP, 

= The Thailand/Australia exchange rate baht/$A, 

= A measure of the openness of Australia's economy to 

trade (measured as the ratio of the sum of Austtalia's 

exports and imports to gross domestic product). 

A priori it is expected that a2, as, a4, as and a6 will be positive. 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/ThaUand BUateral Trade Flows 184 



Chapter Six: The Intemational Education Model 185 

The AGDP, TGDP and IM variables are all real values and have been measured in US 

dollars (millions), base year 1990. 

6.3.3 The Bilateral Trade Flow Model 

It is useful to know the bilateral impact overseas students are having on trade flows 

between Australia and Thailand. If it can be shown that bilateral trade is increasing 

then arguments can be made supporting the increase on the basis of intemational 

education flows. This model will be similar to the previous one-way trade flow models 

except that an exchange rate variable is omitted from the model and a total trade 

variable will be used as the dependent variable, that is, the sum of exports and imports 

between Australia and Thailand : 

7T, = «i + a^ST^_^ + a.AGDP^ + a^ TGDP^ 

+ a^JOPEN ^ +£^ 

Where at time period t: 

TOTAL = Total bilateral trade between Australia and Thailand, 

STt-k = Thai students studying in Austraha lagged k periods, 

AGDP = Austtalia's GDP, 

TGDP = Thailand's GDP, 

JOPEN = A measure of the openness of the Australian and Thai economies to 

ttade (measured as the ratio of the total bilateral trade flows between 

the two countries to the sum of the gross domestic products of both 

countties). 

^ In both the export and import models, an exchange rate variable was used. In the bilateral trade model 
however, such a variable is not used because while an appreciation of the Australian dollar would tend to 
increase imports, it would tend to decrease exports and the effect on bilateral trade is uncertain. 
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The AGDP, TGDP and TOTAL variables are all real values and have been measured in 

US dollars (millions), base year 1990. 

6.3.4 Data and Cointegration Analysis 

Quarterly Data was collected on Australia's bilateral trade with Thailand from the IMF. 

Data on overseas student numbers from Thailand was collected from ABS data on 

short-term visitor arrivals whose purpose of joumey was education. Data for the other 

variables in the model, including GDP, CPI, export and import price indices and 

exchange rates were collected from various Bank of Thailand Annual Economic 

Reports and DXData for Windows. The data set has 85 observations beginning from 

December, 1977 up to and including December, 1998. 

Before commencing regression analysis of the data, some data manipulation was 

undertaken to enable a more effective and reliable model. As overseas student fees are 

classified as a service export in the Australian national accounts, it was necessary to 

remove this component of export revenue from the total export revenue data. Also, the 

data on overseas student numbers was deseasonalised to remove the strong seasonality 

patterns reflected in the data. Figure 6-0-1 shows both of these data sets. 

Deseasonalisation of the data can be justified as it seems illogical to argue that the 

month of arrival into Australia by an overseas student would be an important factor in 

determining whether that student went on to undertake some form of business activity 

with Australia after completing their study. Another problem, is that for many degree 

programs in Austtalia, students have multiple dates during the year in which they can 

commence then university studies. Compounding this issue even further is that many 

students coming to undertake university studies in Australia will complete an English 
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training program prior to commencing their studies at university. The length of this 

English program varies from student to student and between universities as well. All of 

these factors make it highly unlikely that the actual quarter that the student arrives in 

Australia would be important in determining whether or not the smdent is likely to 

conduct some form of business activity with Australia at some particularly period in the 

future.^ 

5000 

4500 

4000 

^ 3500 

•o 
3 

3000 
tn 
•R 2500 

J} 
E 
3 

Students 

deseasonalised 

Period 

Figure 6-0-1 Thai Student Inflows into Australia (Real and Deseasonalised) 

As mentioned earlier, regressions involving time series data such as in this model can 

often provide spurious results if the data is nonstationary (that is it has a unit root). The 

problem with using OLS regression on nonstationary data is the estimated t values 

become unreliable. To overcome this problem, it is possible to test for unit roots, and if 

necessary cointegration. Cointegration provides support for the idea that related time 

series move together over time. If it can be shown that two or more time series are 

' The usefulness of the raw data was tested by substituting it for the de-seasonalised data in the three regression models, however no 
statistically significant relationship between trade flows and raw overseas student flows could be found. 
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cointegrated then an error correction model can be applied so that the regression results 

are not spurious and the usual t and F tests are valid (Gujarati, 1995). 

Given the nature of the data, all of the time series are tested for the presence of a unit 

root (or integration of order 1). Although there are many tests for order of integration of 

time series, the well known augmented Dickey-Fuller tests, or ADF tests as proposed by 

Dickey and Fuller (1979) are used in this study .^ Table 6.0.1 displays the results. 

Table 6-0-1 Augmented Dickey-Fuller Tests 

ADF Tests 

Variable Levels Differences 

Exports -1.7186 -7.6003 

Imports -3.0793 -7.6003 

Total Trade -2.1150 -9.7287 

Students -3.2067 -10.2715 

Austrahan GDP -1.0097 -6.8411 

Thai GDP -2.5806 -6.2778 

Exchange Rate 

Openness Aust 

Openness Thai 

Openness Joint -1.954 -7.238 

The 95% critical value for the ADF test is 3.465 

In ADF tests of the variables, it was not possible to reject the null hypothesis that the 

data was integrated of order 1. However, when the same tests were performed on the 

2.5444 

2.159 

1.756 

-7.931 

-6.853 

-6.843 
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first differences, in all cases, the variables were now of order 0 showing no signs of a 

unit root. Now, a test to determine whether the non-stationary time series are 

cointegrated can proceed. If the residuals obtained from the regression containing the 

non-stationary time series are stationary in their levels then the non-stationary series in 

question are co-integrated. Table 6-0-2 shows that there are cointegration relations 

among the related variable groups. This result proves that the non-stationary series used 

in the international education model are cointegrated. 

Table 6-0-2 Engle-Granger Cointegration Test Results 

Models 
Export Model 
Import Model 

Bilateral Trade Model 

ADF T-statistics 
Without trend 
-4.148 [-2.9202] 
-6.5728 [-2.9202] 
-3.4899 [-2.9202] 

With Trend 
-3.9729 [-3.5005] 
-6.4117 [-3.5005] 
-3.437 [-3.5005] 

Note: The values in parentheses show the 5% critical value 

Now the identification of both the long mn and short tun relationships in the three 

models using the Engle-Granger procedure can proceed In these error-correction 

models, the long run equilibrium results refer to the regression conducted on the 

variables in their original or level form, and the short-mn results refer to the regression 

of the variables all of which are first differenced, except for the residuals which are in 

their level form and are also lagged one period.. 

6.4 The Export Model 

Australia's export relationship with Thailand is examined first. As has been discussed 

earlier, it is hypothesised that Australian exports to Thailand will be stimulated by 

overseas student flows from Thailand through the utilization of intemational social 

* Given the "t" values found in the tests, it seems highly Ukely that other unit root tests would have 
produced the same conclusion since the power of the test was quite high (the power depends on the time 
sptimspan of the data, in this model equal to 22 years) (Gujarati, 2003). 
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networks which can facilitate international business activity. 

Table 6.0.3 presents the results for the long-ran equilibrium for Australian exports to 

Thailand and the error-correction model. 

Table 6-0-3 Models of Australian Exports to Thailand. 

DEP: EXPORT 

INT 

ST32 

AGDP 

TGDP 

ER 

TOPEN 

RES(-l) 

R-Squared 

DW 

Long-

a 

356.3827 

0.1099 

-3.7728 

0.3181 

-14.9061 

0.2972 

0.9622 

1.2417 

Sample period: 1978(4) to 1998(4) 

Error Correction Model 

run 

t [prob] 

4.6086[.000] 

4.3096[.000] 

-2.7003[.010] 

6.9542[.000] 

-6.9873 [.000] 

4.9739[0.000] 

Short-

P 

3.8917 

0.1114 

0.3269 

-13.0120 

0.3159 

-0.6580 

0.5521 

1.8766 

run 

t[prob] 

1.0894[.282] 

4.3132[.000] 

2.8457[.007] 

-4.9630[.000] 

3.6220[.001] 

4.3844[.000] 

In the long mn model, the real income variable for both Australia and Thailand, the 

exchange rate, the Thai openness and the student variables are all significant at the 1% 

level. All variables have the appropriate signs apart from the Australian real income 

variable which has a negative sign. It can be seen that the exchange rate has a 

significant impact on Ausfralian exports to Thailand. The significant real income 
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variable for the Thai economy reflects how Thailand's economy has been very 

dependent on trade flows as a lever for growth within its economy. The overseas 

student variable is significant at the 1% level and is positive implying that there is a 

positive link between overseas students and Austrahan exports to Thailand. 

It is important to remember that these are long-mn relationships and the long-ran model 

cannot inform us of how this long-ran equilibrium is achieved. The conclusion that the 

long-ran model exhibits cointegration suggests that time series in that model "move 

together" in the long-ran. However, reliance only on ordinary least squares regression 

on cointegrated time series can lead to spurious results. Developing an error-correction 

model, which Engle and Granger (1987) have shown is present in any cointegrated 

series, provides stronger evidence of the relationship between trade and overseas 

student flows. The second column in Table 6.0.3 presents the results of the error-

correction model. From this it can be see that the overseas student variable, the Thai 

income variable, the Thai openness variable, the exchange rate variable, and the 

residuals from the long-ran equilibrium model lagged one period, are significant at the 

1% level. 

Importantly, this result suggests that there is a lag of approximately 8 years between 

when a student first comes to study in Australia and when they impact on Australian 

export activity to Thailand and that this impact on average, is in the order of 

US$111,000 per student.^ This lag lies in the range that was expected and can be 

justified based on the number of years it takes for an overseas student to finish their 

study in Australia and return to their home country to find employment. This result 

^ The value for the student variable coefficient in the short -run export model is 0.1114. Exports are 
measured in US$ (millions). 
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supports the hypothesis that students are utihsing social networks they have created 

during their study period in Australia after they retum home to Thailand. This could be 

in the form of personal business dealings and the job position they now hold which may 

enable them to influence intemational buying and selling decisions at their company of 

employment. 

6.5 The Import Model 

Now examination of what impact overseas student flows from Thailand are having on 

Australia's imports from Thailand is undertaken. As was identified earlier, it is 

hypothesised that Austrahan imports from Thailand will be stimulated by the utilisation 

of international social networks and the purchasing of Thai products whilst the student 

is in Australia. Table 6.0.4 presents the results for the long-ran equilibrium for 

Australian exports to Thailand. 
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Table 6-0-4 Models of Australian Imports to Thailand. 

DEP: IMPORT 

Sample period: 1978(1) to 1998(4) 

Error Correction Model 

Long-run 

a t [prob] 

Short-run 

P t[prob] 

INT 

ST32 

AGDP 

AOPEN 

RES(-l) 

R-Squared 

DW 

-310.9868 

0.0354 

4.3940 

1.0418 

0.9565 

1.2829 

-8.9957[.000] 

2.1501[.037] 

8.6820[.000] 

2.5084[0.000] 

-3.5197 

0.0211 

1.5206 

-0.5028 

0.3508 

1.5143 

-1.5708[.123] 

0 .9402[.352] 

1.7919[.079] 

2.6643[.010] 

In the long ran model, only the real income variable for Australia, the Thai openness 

variable, and the students variable are significant at the 5% level. All variables have the 

appropriate signs. The overseas student variable is significant is positive implying that 

there is a positive link between overseas students and Australian imports to Thailand. 

Again, it is important to remember that these are long-ran relationships and the long-ran 

model cannot inform us of how this long-ran equilibrium is achieved. Once again an 

error-correction model is estimated to determine if cointegration is present. Column 2 

in Table 6.0.4 presents the resuhs of the error-correction model. From this it can be 

seen that the overseas student variable is no longer significant. A number of other lags 
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were also attempted but none revealed a significant relationship between overseas 

student flows and imports from Thailand. 

6.6 Bilateral Trade Model 

The final part of the analysis, that of the bilateral trade model is now undertaken. Table 

6.0.5 presents the results for the long-ran equilibrium for bilateral trade activity between 

Thailand and Australia. 

Table 6-0-5 Models of BUateral Trade between Australia and Thailand. 

Sample period: 1978(4) to 1998(4) 

DEP: TOTAL TRADE 

INT 

ST32 

TGDP 

JOPEN 

RES(-l) 

R-Squared 

DW 

Long-

a 

-169.8583 

0.0871 

0.3064 

711.9437 

0.9887 

0.6035 

Error Correction Model 

run 

/ [prob] 

-13.6793[.000] 

4.7421 [.000] 

15.743[.000] 

12.4205 [.000] 

Short 

P 

2.7484 

0.0585 

0.4057 

915.8015 

-0.2611 

0.9112 

1.8562 

•run 

t[prob] 

1.4747[.147] 

3.6852[.001] 

8.0129[.000] 

18.1334[.000] 

2.8320[.007] 

In the long-ran model, the real income variable for Thailand, the joint openness 

variable, and the student variable are all significant at the 1% level. The overseas 
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Student variable is positive implying that there is a positive Unk between overseas 

students and trade flows. 

Again it is required to estimate an error-correction model as in the previous models. 

Column 2 of Table 6.0.5 presents the results of the error-correction model. This result 

again suggests that there is a lag of approximately 8 years between when a student first 

comes to study in Australia and when they impact on bilateral trade activity between the 

two countries, and that this impact on average, is in the order of US$58,500 per 

student.^ This again supports the hypothesis that students are utilising social networks 

they have created during their study period in Australia after they return home to 

Thailand. 

6.7 Conclusion 

Given the significance of international education to both the Australian and Thai 

economy it is important to have a better understanding of how overseas student flows 

impacts on both the source country, in this case Thailand and the destination country, in 

this case Australia. In this Chapter, results from the quantitative analysis were 

presented. An intemational education model that was theoretically developed in 

Chapter Five, to analyse the quantitative relationship between overseas students and 

trade flows, was used to undertake this analysis. Three key models were developed - an 

Australian export model, an Australian import model and a bilateral trade model. 

What this analysis suggests, is that the flow of students from Thailand to Australia has a 

positive impact on both Australian exports to Thailand and bilateral trade activity 

^ The value for the student variable coefficient in the short -run bilateral trade model is 0.0585. Total 
trade is measured in US$ (millions). 
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between Australia and Thailand. It is estimated that this impact is worth approximately 

US$111,OCX) in extra exports and US$58,500 in increased bilateral trade for every Thai 

student that decides to study in Australia, and that this impact is lagged approximately 

eight years after the student first arrives in Australia. No significant relationship was 

revealed between overseas student flows and Australia imports from Thailand. These 

findings raise important questions about the long-term impact that social networks can 

have on international trade flows. Further research is required to explore this dynamic 

process in the context of international education to better understand the composition of 

such networks. 
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CHAPTER SEVEN 

SURVEY METHODOLOGY 

7.1 Introduction 

As has been highlighted in earlier Chapters, there has been a wide range of studies and 

surveys conducted on overseas students (Altbach, 1991; Back, Davis et al., 1996; 

Committee of Review of Overseas Student Policy, 1984; Dockery, Thorpe et al., 1997; 

Industry Commission, 1991; Jolley, 1997; Mazzarol, 1997; Nesdale, Simkin et al., 

1995). The objective of these surveys have varied from economic, financial, marketing 

and social perspectives, and have been used to estimate a range of variables including 

the direct economic impact of overseas students on the host economy, overseas students 

expenditure multiplier, factors influencing choice of overseas study destinations as well 

as the labour market impact of overseas students. Likewise, there has been a significant 

amount of research, both qualitative and quantitative, analysing the impact of 

immigration flows on trade (Globerman, 1995; Gould, 1994; Head and Ries, 1998; 

Mim, 1990; Office of Multicultural Affairs, 1994). This study, to the best knowledge of 

this author, is the first to directly target overseas students and their impact on 

intemational trade flows through the use of a questionnaire. In this Chapter, the 

research methodology followed in the design and collection of data associated with this 

questionnaire is discussed. 

7.2 Survey design for social networks and associated business activity 

The literature review conducted in Chapter Two revealed that overseas students may 

impact on bilateral trade flows between Australia and their home countries in a number 

of ways including: 
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• Overseas students that graduated in Australia exhibit a preference for importing 

Australian-made commodities; 

• Students become familiar with Australian standards and practices, which increases 

brand loyalty for Australian products; 

• The creation of positive attitudes by overseas students towards Australia; 

• The creation of personal and institutional relationships developed in Australia by 

overseas students who may be able to facilitate or influence trading liaisons with 

Australia in the future; 

• The ability of overseas students to act as agents matching buyers and sellers in 

Australia and their home country. 

The literature review in Chapter Four revealed the importance of social networks in 

today's knowledge based global economy and in particular outlined a number of 

benefits that the utilisation of social networks can realise when conducting international 

business including the: 

• minimising search and transaction costs, 

• reducing communication and cultural barriers, 

• trast creation, 

• information transfer, 

• access to distribution channels, 

• the transmission of information, 

• the generation of new knowledge, 

• the awareness of new business opportunities. 

Given these findings it was the objective of the survey to identify: 
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a) whether overseas students were in fact impacting on trade flows between 

the host study country and their home country and; 

b) whether the overseas student made use of their social network in order to 

conduct such business activity. 

7.3 Sampling Methods 

The population in the survey of Thai overseas students who have studied in Australia 

includes any Thai student who enrolled in an education course in Australia as far back 

as 1970. This includes students who were granted scholarships from either the Thai or 

Australian governments. The actual size of this population is rather difficult to 

determine but from data obtained from the Australian Bureau of Statistics, it would 

approximate 100,000 people. 

7.4 Sampling Frame 

Identifying the sampling frame which is the list of elements from which the sample is 

drawn, can be difficult as there are constantly more and more Thai students going to 

Australia and Thai graduates retuming from Australia. What this means is that the 

sampling frame is constantiy getting larger. Aggregate statistics on Thai student 

numbers traveling to Australia was available from the Australian Bureau of Statistics 

but this data was unable to provide any contact information for the elements. Most 

Universities in Australia have active Alumni organizations that typically have databases 

containing contact details of their past and present overseas student population. This 

was the initial target of the survey sampling frame. Letters were sent to 17 universities 

throughout Austialia requesting access to databases containing contact information on 

Thai students that had studied at their university. However, due to confidentiality 
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constraints, this information was difficult to obtain. Hence, only one university, 

Victoria University was able to provide contact details of former and present Thai 

students studying at their institution. Victoria University's Alumni Association 

provided approximately 200 names and addresses of Thai students who had studied at 

Victoria University dating back to 1991. 

Given the limitations to data access in Australia, the research was moved to Thailand in 

an attempt to increase the size of the survey population. Australia Education 

International (AEI) located at the Australian Embassy in Bangkok was able to provide a 

further 220 names and addresses of Thai students who had studied anywhere in 

Australia dating back to the early 1970s. 

Given that almost half of the students in the data set collected were from one university, 

some doubt must be placed on the randomness of the sample. However, much research 

in the area of social science and tourism is conducted with data sets that are clearly not 

random in the strict sense of the term, and given the resistance of the universities in 

Australia to provide details on past students, there were no other reasonable options 

available to source data. Also the type of courses Victoria University offers overseas 

students (primarily business), matches well with the type of courses that are popular 

amongst Thai overseas students. It could be argued that the Thai student population that 

has studied at Victoria University, would be fairly representative of the pool of Thai 

students who have studied in Australia. One factor lessening the impact of this problem 

on the analysis, was that only 14% of the retumed questionnaires came from Victoria 

University. 
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However, given the difficulties experienced with selecting a random sample that 

enabled the survey to be representative it is important to place some caution on the 

findings from the questionnaire outlined in Chapters Eight and Nine. 

7.5 Mail -out questionnaires in the Thai market 

Unlike the poor response levels to mail out questionnaires in Australia, Thais tend to be 

more willing to spend time to complete a questionnaire especially if it has come from an 

overseas source. However, one difficulty with such questionnaires is that Thais are 

sometimes reluctant to display displeasure or express negative opinions. This can cause 

problems when trying to get accurate responses from them concerning their views. It is 

important to consider this when designing survey questions, and can be overcome to 

some extent by asking questions where there is no option for a positive response 

(although a non-response could be viewed as a positive response). For example, in 

question 1.14 of the survey the following question was asked: 

1.14 What did you dislike most about Australian people? 

B^l'svifimlwTJBuwnnMfisiinoinuTniBDsiiQi'sifiy 

By stracturing questions in this manner, Thais might feel more willing to express a 

negative opinion as they are not being asked to choose between a positive or negative 

response, but merely comment on a negative aspect expressed by the survey. 

7.6 Measurement and scale 

It is important to use a proper scaling system in a questionnaire to ensure respondents 

can answer the questionnaire quickly and accurately. This research used a 5 point 

Likert scale. Likert-scale items are useful for gathering respondents' feelings, opinions, 

and attitudes on any language-related topics. Respondents were asked to rate a series of 
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Statements by circling numbered categories (1 2 3 4 5) on a continuum. The advantage 

of using a 5 point scale (as opposed to a 4 or 6 point scale) is that it allows for a middle 

response (a neutral response to the statement). 

7.7 Research Design 

In determining the research steps that were required in conducting the qualitative 

component of this research, the design suggested by Emory and Cooper (1991) was 

used. These steps are displayed in Figure 7.0.1 

The research trip to Thailand was undertaken from August 2000 to Febraary 2001. 

Data collection was completed by November 2000 and a total of 420 questionnaires 

with a self addressed stamped envelope for easy reply, were posted in that month. By 

March 2001, a total of 170 completed questionnaires had been retumed representing a 

success rate of 40%. The covering letter and questionnaire can be viewed in Appendix 
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Figure 7-0-1 Research Des^n Process 

Literature Review 
Link Between Overseas Students and Trade 

Flows 

I 
Design of 

Conceptual 
Framework 

I 
Identified the key mechanisms and conduits supporting a link between 

overseas student flows and trade flows: 

I 
Survey Questionnaire 

I 
Survey Mailed out in Thailand 

I 
Data Entry and Recording 

I 
Data Analysis 

I 
Result report 
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7.8 Questionnaire Structure 

The questionnaire was designed in order to coUect data from overseas students who had 

studied in Australia in an attempt to identify the impact that a respondent's overseas 

study experience in Australia has on their willingness and ability to undertake business 

activity with Australia later in their life. In particular, determination of whether an 

overseas study experience can create an international social network that can assist in 

creating international business opportunities, hence stimulating trade flows is sought. 

Hence the intention of the investigation covers the following areas: 

• Study Experience in Australia; 

• Development of social networks; 

• Business Activity With Australia; 

• Utilisation and impact of social Networks; 

• Preferences for Australian goods. 

The purpose of the questionnaire was to increase the understanding of the 

microeconomic process through which social network utilisation can influence trade 

activity and to identify any key variables that a Thai overseas student may possess 

which may increase the hkelihood of them conducting some form of business activity 

with Australia after completing their study. In order to increase the acceptability of the 

survey to the respondents, the survey was designed using the following attributes: 

• The questionnaire was designed in such a manner to make it simple and easy to 

read and to take the respondent approximately 15 minutes to complete. 

• Respondents were encouraged to attempt all of the questions in the survey. 
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• The questionnaire was written in both the English and Thai languages in order to 

create confidence in the respondents understanding of the questions in the 

survey and to improve the accuracy of their responses. 

• The questionnaire was mailed out with a reply paid envelope for easy retum. 

• Respondents were reassured that their responses would be confidential and that 

participation in the survey was not compulsory. 

• The address and phone number of the University Human Research Ethics 

Committee as well as the contact details of both the research student and their 

principal supervisor were included at the start of the questionnaire to generate 

confidence in the validity of the research. 

The questionnaire was divided into 4 sections: 

Section 1: Background and current situation 

Information was collected on the respondent's period of study in Australia. Questions 

ranged from the period and duration of study in Australia, the types of courses studied, 

and the avenue in which the student financed their studies in Australia. Questions were 

also targeted at the student's accommodation arrangements and leisure activities in an 

attempt to identify the extent to which the student was exposed to people from Australia 

and other non-Thai countries. 

It can be reasoned that the more time a student spent with non-Thais the greater their 

opportunity to develop friendships with people from Australia and also other countries. 

These responses can therefore be used as a proxy as to the size of the students' potential 

international network with the hypothesis being the more time spent with Austtalians 
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the greater the size of the students social network and the higher the likehhood the 

student will undertake some form of intemational business activity with Australia. 

Respondents were also asked whether or not they had returned to Thailand during their 

period of study in Australia and the frequency of such visits. The remainder of Section 

1 sought to reveal the respondents attitude towards their study experience in Australia 

and to Australian people in general. These responses will be important in revealing the 

impact that personal attitudes towards Australia and Australians have on the likelihood 

of doing business with Australians in the future. It can be reasoned that a smdent who 

regarded their study experience in Australia negatively or who has a negative attitude 

towards Australians would be less likely to subsequently conduct some form of business 

activity with Australia. 

The section concluded with a range of questions regarding the level of contact 

respondents have had with Australia since completing their studies. It also sought 

information on the level of contact the respondent has with Australians in their present 

working environment. It can be reasoned that the more contact the respondent has had 

with Austialia since completing their studies the more likely they are to have been able 

to maintain and develop the international social network they generated in Australia. 

Section 2: Business Activity with Australia 

In terms of the importance of the survey questionnaire to this thesis, this section is the 

most important. It is in this section that the type and amount of business activity 

undertaken by a respondent (if any), and whether the respondent has any relatives or 

close friends in Australia was included in the questionnaire. 
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Importantly, this section also allowed analysis of the manner in which the busmess 

activity was initiated - through the student's social network or through their employer. 

Respondents were asked to identify with whom they initiated contact, when they 

conducted business dealings with Australia, and how they knew this person. Was it 

somebody that lay in their social network or was it an unsolicited contact? 

Respondents were also asked to comment on the role that their overseas smdy 

experience played in their subsequent decision to do some form of business activity 

with Australia, in a crade attempt to identify whether a direct causal link may exist 

between the two activities. In this way, a better understanding can be revealed of the 

process and role that their study experience played in stimulating business activity. 

As well, an insight was sought into the differences, if any, of respondents doing 

business within their social network, as opposed to outside of their social network. 

Questions were asked in this section about what impact doing business within the 

respondent's social network has on the exchange process and transaction costs involved. 

The responses can be used to study the impact that the respondent's social network can 

have on the business process itself 

Section 3:Travel Information 

Section 3 of the questionnaire concluded with a range of questions relating to the 

respondents travel activities including whether or not the respondent had visited 

Austialia since returning to Thailand and if so, for what reason, for how long and how 

many people did they travel with. 
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Section 4: Respondent Information 

The final section of the questionnaire gathered information on the respondent's profile. 

The respondent's age, sex, status, occupation, and parents occupation are all sourced. 

This information can be used to identify if there are any profile characteristics 

associated with a propensity to undertake trade activity, after completing study in 

Australia. 

The responses to the questions in section 4 of the survey can be used to determine if 

there is a unique profile of an overseas student, who is more likely to undertake 

business activity with Australia. 

7.9 Data Coding and Editing 

After the questionnaires had been retumed, the data was transferred into SPSS 11.0. 

This process entails assigning a variable name to each of the questions in the survey and 

a number to each of the possible available answers. The data is then entered into SPSS 

11.0 according to the values in the questionnaire. Missing data is recorded as an empty 

space and is set to equal zero. In order to eliminate errors in data transformation, 

summary statistics and frequencies are computed for all the variables in the survey in 

order to identify any mistakes in the data entry process, and to correct entry errors. 

7.10 Conclusion 

In this Chapter, the research methodology used in relation to the qualitative component 

of this research was discussed. The literature review conducted in Chapters Two and 

Four identified a number of key parameters through which overseas students can 

stimulate bilateral trade flows. In Chapter Five a conceptual framework was developed 
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which was used to model the impact of overseas student flows on bilateral trade flows. 

The objective of the survey design was to solicit responses which would provide data 

that could be used to test hypotheses, relevant to the social network objective developed 

in earlier Chapters. 

This Chapter also discussed a number of practical issues relating to the survey research 

including the sampling method and data coding and editing. Some of the difficulties 

associated with the sampling frame were outlined including the difficulty in obtaining a 

pure random sample and hence some caution was directed at the findings from the 

survey analysis presented in Chapters Eight and Nine. 
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CHAPTER EIGHT 

PROFILES OF THAI OVERSEAS STUDENTS WHO HAVE 

STUDIED IN AUSTRALIA 

8.1 Introduction 

The previous Chapter outiined the design and characteristics of the intemational survey 

undertaken on Thai students who had studied in Australia and since retumed to 

Thailand. The objective of the survey was to determine if the respondent had 

undertaken any business and travel activity with Australia since returning home, and 

their attitude towards their study experience in Australia. Importantly, an insight into 

the process in which any business activity transpired was a key component of this 

survey enabling a better understanding of the manner in which overseas students can 

utilise their social networks for commercial benefit. 

This Chapter will present the survey data in both graphical and tabular form in order to 

gain a better understanding of the sample population surveyed and to address the 

following issues: 

• What was the respondent's attitude towards Australia and their study experience 

here? 

• Were they able to generate a social network whilst studying in Australia? 

• Has the respondent undertaken any form of business activity with Australia? 

• If so, what role did their social network play in this process? 

• Has the respondent tiavelled to Australia since returning home to Thailand? 

• What is the respondent's profile? 
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8.2 Data Analysis and Presentation of the survey results 

The data from the completed surveys was entered into the Statistical Package for the 

Social Sciences (S.P.S.S. 11.0). Analysis of the data was then undertaken and 

production of various statistical calculations and presentations were generated. The 

following section presents the responses to the survey questions in tabular and graphic 

form with appropriate discussion. 

8.3 Respondent profile 

A profile of the survey respondent will be presented here to provide a clear 

understanding of the composition of the sample population and the main characteristics 

of the survey respondents. 

A total of 169 questionnaires were retumed to the University (only 24 of these were 

from students that had come from the Victoria University database). This represents a 

response rate in excess of 42%. Of these, 42.8% of respondents were male and 57.2% 

were female. More than 60% of the respondents were aged between 25 and 40 with 

57% of respondents married and 43% single. The majority of respondents completed 

their studies in Australia after 1990, with 53% of respondents completing their study 

after 1990. Table 8-0-1 displays a breakdown of the respondent's profile. 
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Table 8-0-1 Profile of 

Characteristics 

Gender 

Age 

Marital Status 

Study Completed 

Respondents 

Categories 

Male 

Female 

Under 25 

26-30 

31-35 

36-40 

41-45 

46-50 

Over 50 

Single 

Married 

Pre-1975 

1976-1980 

1981-1985 

1986-1990 

1991-1995 

1996-2000 

The percentage of the 

sample (%) 

42.8 

57.2 

8.8 

29.6 

23.3 

12.6 

8.2 

5.0 

12.6 

39.2 

60.8 

7.2 

2.1 

2.1 

8.7 

25.4 

53.5 

The dominant occupation of respondents was "public servanf with 24% of respondents 

in this field (see Figure 8.0.1). The other main occupation areas were "education" 

(14%), "sales/marketing" (13%), "specialist fields" (13%) and "self-employed" (13%). 
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Figure 8-0-1 Occupation of Respondent 

An interesting feature of the respondent's parents' occupation was that 38% of the 

respondents fathers were self-employed (refer to Figure 8.0.2). This could imply that 

parents who are self-employed place a higher importance on the need to send their 

children overseas to be educated and it could also imply that they recognise the 

importance of social network building for success in business careers. 
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Figure 8-0-2 Occupation of Respondent's father 

8.4 Study Experience in Australia 

Traditionally business courses have been the most popular for students coining from the 

Asian region to study in Australia. Data from the Australian Bureau of Statistics (2003) 

found that in the year 2000, the most common field of study for overseas students in 

both higher education and vocational education was Business, Administration and 

Economics (44% of higher education students and 58% of vocational education 

students). Thailand is no different as Figure 8.0.3 displays. Business courses are by far 

the most popular choice of study in Austraha with 53% of respondents choosing this 

field of study. The next most popular courses are Arts (8%) and Computing (7%). 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/ThaUand BUateral Trade Flows 214 



Chapter Eight: Profiles of Thai Students Who Have Studied In Australia 215 

Other 

0) Engineering 

3 
O 
U Arts 

Computing [ 

10 20 30 

Percent 

40 50 60 

Figure 8-0-3 Respondent's course type 

Respondents were asked to detail the type of accommodation that they stayed in whilst 

they were studying in Australia. The main objective of this question was to determine 

whether the student stayed with Thai friends or friends from Australia or other overseas 

countries. This can give some indication as to the extent of the size of the smdent's 

overseas social network. The results from this question are presented in figure 8.0.4. 
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Figure 8-0-4 Respondent's acconunodation choice 

Analysis of figure 8.0.4 is distorted in the sense that 26% of respondents had multiple 

forms of accommodation. Unfortunately this highlights an error in the structure of the 

questionnaire as respondents should have been asked to place weightings on each of 

their accommodation types. In order to see which of the accommodation types was 

most prevalent the respondents who had multiple accommodation types were separated 

and analysis of each of the types was undertaken separately. Figure 8.0.5 displays these 

results. However, given the error in the design of this question, littie strength can be 

placed on the analysis presented. 
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Figure 8-0-5 Accommodation Type Breakdown 

The most common form of accommodation type was homestay. However, what is 

common amongst overseas students studying in Australia is their preference to stay with 

an Australian family when they arrive in Australia for a short time until they feel settled 

and then move into another form of accommodation type typically with friends from 

their place of study. This initial contact with an Australian family although it may be 

brief is an important period and can result in a strong bond being formed between the 

overseas student and their host family. What is interesting is that Thai students prefer to 

stay with Thai friends or friends from other overseas countries other than Australia. 

This would presumably lessen the bond and the closeness a Thai overseas student would 

associate with Austialia and Australians and also lessen their ability to generate social 

networks incorporating Australian people. The fact that a large number of Thai students 

preferred to live with friends from other overseas countries raises the possibility that 

their intemational social network may not in fact be dominated by Austrahans but rather 

by other overseas nationalities. This then raises the possibility of what trade flows may 
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be generated between Thailand and other source countries who are sending smdents to 

study in Australia and vice versa with all other countries students travel to study in? 

As a follow up question, respondents were asked with whom they spent the majority of 

their leisure time. Thai friends, Australian friends or friends from other overseas 

countries? Again, this was in an attempt to identify the extent and the structure of the 

respondent's intemational social network generated during their period of study in 

Australia. The results to this question are displayed in Table 8.0.2. 

Descriptive Statistics 

time spent with Thai 
friends 
time spent with 
Australian friends 

time spent with Friends 
from other countries 
Valid N (listwise) 

N 

165 

165 

165 

163 

Minimum 

1.00 

1.00 

1.00 

Maximum 

5.00 

5.00 

31.00 

Mean 

3.7030 

2.9030 

3.7636 

Std. Deviation 

1.06625 

.93850 

2.33711 

Table 8-0-2 Descriptive Statistics on whom respondents spent their leisure time with 

The results in Table 8.0.2 reinforce the results from figures 8.0.4 and 8.0.5 that Thai 

overseas students were more likely to be creating intemational social networks 

composed of friends from other overseas countries as opposed to Australians. Note that 

the Likert scale used for this question ranged from 1 (none of the time) to 5 (most of the 

time). Hence the mean values presented in Table 8.0.2 represent that respondents spent 

between some and most of the their leisure time with friends from other countries and 

Thai friends, and between none and some of their leisure time with Australian friends. 

Question 1.7 of the questionnaire solicited information on whether the respondent had 

tiavelled between Thailand and Australia while they were a student in Australia. Table 

8.0.3 shows the responses solicited. 
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Question 

Returned to Thailand while studying: 

Categories 

Yes 

No 

Percent 

77.4 

22.6 

Average No. of 

trips 

3.3 

Table 8-0-3 Respondent's travel activity whUe studying 

More than three quarters of respondents said they had travelled to and from Thailand 

while they were studying in Australia with the average number of trips taken being 3.3 

trips. There is an obvious direct economic impact on the airline industry arising from 

overseas student flows. How much of that is impacting on the Australian economy and 

how much is impacting on the Thai economy depends to a large extent on the choice of 

airiiner carrier, as both Qantas and Thai Air have direct flights between Australia and 

Thailand. 

This movement between countries during the respondent's period of study may also be 

an opportunity for the respondent to utilise their social networks in both countries, 

transferring information and knowledge between the two countries. 

The next section of the questionnaire targeted the respondent's attitude towards their 

study experience in Australia and towards Australian people in general. Figures 8.0.6 to 

8.0.9 presents the results for these questions. 
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Figure 8-0-6 Respondent's attitude towards University Support Services. 

Almost half of the respondents thought that the services offered to overseas students by 

their university was above average or excellent. However, given the tendency for Thais 

to be reluctant to be critical, the fact that more than half of the respondents rated 

university support services as average or worse is a worrying finding. It would seem 

that Australian universities need to lift their level of support for overseas students, 

particularly given the strong dependence they now have on overseas students as a 

source of revenue. 

More than 75% of respondents said they would recommend Australia to their friends 

and relatives as a good place to study. Only 1% of respondent's disagreed with this 

statement. Obviously this is a very clear signal that respondents view their study 

experience in Australia as a positive one, and is encouraging for the Austrahan 

intemational education export sector. Figure 8.0.7 displays these results. 
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Figure 8-0-7 Would respondent's recommend friends and/or relatives to study in Australia 

This result is also reflected in Figure 8.0.8, which displays the results for the question as 

to whether respondents viewed their study experience in Australia as a positive one. 

Approximately 92% of respondents either agreed or strongly agreed with this statement. 

This supports the results from Figure 8.0.7 and reaffirms the strong level of satisfaction 

respondents have with their study experience in Australia. 
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Figure 8-0-8 Respondent's view their study experience as a positive one 

Respondents were asked a number of questions about their feelings towards Australian 

people, whether they liked them or found them friendly. Figures 8.0.9 and 8.0.10 

display the results to these questions and give a different perspective to the respondents' 

study experience in Australia. Both figures show that the respondents' attimde towards 

Australians is far less positive than their attitude towards their study experience in 

general. Whether this is one of the reasons why Thais felt reluctant to live with 

Austialians is not clear, but there is an issue here regarding the amount of social contact 

that is made between local Australian students and overseas students. Universities may 

want to address this issue through programs and activities that would enable local and 

overseas students to mix socially. 
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Figure 8-0-9 Respondent's feelings towards Australian people 
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Figure 8-0-10 Respondent's attitude to how friendly Australians are 

This section of the questionnaire also gave respondents an opportunity to express then-

opinions on the Australian people in general. Respondents were asked to detail what 

they liked most and disliked most about Australian people. The answers to these 

questions varied significantly but there were a number of dominant themes that 
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appeared in both the positive and negative responses. In terms of what respondents 

liked most about Australians the answer "friendly and easy going" was very common 

with more than half of the respondents using these terms. Other common comments 

were "lifestyle", "open-minded", "independent" and "straight forward". Clearly Thais 

like Australian culture which is relaxed and easy going and similar to Thai culmre. The 

most common phrase used in the Thai language is "mai pen rai" which literally means 

"never mind, don't worry about it" which is a good reflection of the way that Thai 

people go about their lives. It is not surprising that the respondents in the survey 

identified with this conunon characteristic between their culture and their Australian 

counterparts. 

In terms of what respondents disliked most about Australian people, the lowest response 

rate was achieved. This reflects the Thai characteristic of preferring to not publicly say 

anything negative about other people, particularly about other nationalities. However, 

of the 108 respondents who did give an answer, 56% of them said racism was the thing 

they disliked most about Australian people. The impact of this response on the 

respondents' willingness to do business with Australians, subsequent to their study 

experience in Australia will be tested later in this thesis. However, the comment must 

be made that this is a serious problem for the industry, and is one of the key barriers to 

attracting new overseas stiidents to Australia. The perception that Australia is a racist 

country is fairiy stiong in Thailand. The impact that this perception has on the level of 

business activity between the two countries is unknown, but it would have to be 

assumed that it is not a positive one. 
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Section 1 of the questionnaire concluded with two questions seeking information on 

whether the respondents still maintained contact with Austraha, how this contact was 

achieved and whether there is any contact with Australians in their present job. Figure 

8.0.11 illustrates how respondents kept in touch with Australians they met while 

studying in Australia. Many respondents used more than one medium of contact hence 

the sum of percentages total more than 100%. 
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E 
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writing to friends ^ ^ ^ ^ ^ ^ g ^ ^ l l S 
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70 

Figure 8-0-11 Staying in Touch with Australia 

Alumni membership is the most common method through which respondents maintain 

contact with Australia. However, this answer is biased due to the large portion of 

respondents that were sourced by the Australian Embassy who held membership of the 

Thailand Australian Association and must be treated carefully. More than half of the 

respondents wrote to their friends in Australia, many using email as the method of 

communication. It is interesting that almost 40% of respondents said they watched 

Australian Television. Up until 2001, Australian television was available in Thailand 

through free satellite. However, this service was removed by the Howard government 
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and is no longer available in Thailand. The logic of this is difficult to find as this 

questionnaire shows it was an effective way of maintaining contact with people who 

have some interest in Australia. 

Approximately 46% of respondents said they dealt with Australians in their present job. 

The way this contact occurred varied with responses such as "at conferences", "through 

work activities", "work colleagues are Australian", "at meetings/presentations", "at 

social functions", "export products to Australia" and "through academic linkages". 

Attention will now turn to Section 3 of the questionnaire that dealt with travel 

information, before completing the Chapter with an analysis of Section 2. 

8.5 Travel Information 

Section 3 of the questionnaire was targeted at sourcing information on the respondent's 

level of travel to Australia after they had completed their study in Australia. This can 

assist in determining whether overseas student flows impact on activity within the 

tourism and aviation industries not only during the student's stay in Australia, but also 

after they return home. 

Respondents were asked whether they had visited Australia after they had retumed to 

Thailand and if so, how many times they had visited. They were also asked what was 

the purpose of their visit, the duration of their trip and the number of people that 

accompanied them on their trip. Table 8.0.4 and Figures 8.0.12 present the results to 

these questions. 
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Table 8-0-4 Respondent's tendency to visit Australia after retuming to Thailand 

Question Yes No 

Number of 

visits (avg.) 

Number of days 

(avg.) 

Number of 

people (avg.) 

Have visited Australia 

after returning to 

Thailand? 
51% 49% 2.67 14 

More than half of the respondents had retumed to Australia after completing their study 

experience there. The average number of visits was 2.67 times. On these visits, the 

respondent would travel to Australia on average with 4 people and stay for 14 days. 

Figure 8.0.12 shows the purpose of these visits with hohdays and visiting friends and 

relatives being the most common response. However, 16% of respondents visited 

Australia for business purposes. Of those respondents who chose the category Other as 

their purpose for visiting Australia, this was typically to attend their graduation 

ceremony. As most Australian universities are now holding graduation ceremonies 

offshore, this purpose for visiting Australia is no longer a strong factor. 
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Figure 8-0-12 Purpose to visit Australia 

From the questionnaire, there does seem to be a significant amount of travel activity 

being generated by overseas students post their study experience in Australia. Again 

this underlines the importance of an overseas student having a positive study experience 

in Australia and developing a positive view of Australians that will increase the 

likelihood that they will retum to Australia, after they finish their study, and bring their 

friends and relatives with them. 

Analysis of the questionnake will now be completed through analysis of Section 2 of 

the questionnaire. 

8.6 Business Activity with Australia 

hi terms of this thesis. Section 2 was the critical component of the administered survey. 

The objective of this section of the questionnake was to determine whether respondents 

had undertaken any form of business activity with Australia subsequent to then study 

experience in Australia. Information was solicited on the type and size of business 
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activity undertaken, as well as the process through which such activity was initiated. 

That is, what role, if any, did the respondent's social network play in such activity? 

Subsequent to this, respondents were also asked to comment on various areas through 

which social networks can impact on business activity. 

Of the 169 valid responses to the question "Have you undertaken any form of business 

activity with Australia since completing your studies?", 47 respondents indicated they 

had been involved in some form of business activity with Australia, representing 27.8% 

of the sample population. The type of business activities undertaken by this group of 

respondents covered a fairly diverse range of industry sectors. However, the most 

common form of business activity was the importing and exporting of goods and or 

services. Figure 8.0.13 shows the results for this question. 
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Figure 8-0-13 Had respondent's undertaken any business dealings with Australia 
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The following analysis is based on the population of respondents who did undertake 

some form of business dealings with Australia. 

Respondents were asked to identify what industry their business dealings were 

conducted in. Figure 8.0.14 shows that manufactured goods was the industry type 

where most business dealings were conducted, followed by agriculture and education. 

There was a wide range of business dealings presented in the questionnaire including 

importing, exporting, consulting, marketing, educational counselling, banking and 

tourism services. 
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Figure 8-0-14 Business Dealings done hy respondents by industry type 

In an attempt to gain some idea of the monetary value of these business dealings, 

respondents were asked to estimate the value of their business dealings conducted with 

Austialia. Figures 8.0.15 and 8.0.16 display the values of the business dealings for both 

money inflows into and money outflows out of Thailand. 
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Figure 8-0-15 Value of Business Dealings Flowing from ThaOand to Australia 

Figure 8.0.15 shows that more than 40% of the business dealings where money flowed 

from Thailand to Australia was in the range of less than 2 million baht. However, more 

than 20% of the business deahngs were significant in size in the range of greater than 10 

million baht. 
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Figure 8-0-16 Value of business dealings from Australia to Thailand 

Figure 8.0.16 shows that by far the most common size of business dealings where 

money flowed into Thailand were in the range of less than 2 million baht with 60% of 

respondents conducting business activity in this range. 

The next two questions in Section 2 solicited information on the person(s) with whom 

the respondent conducted their business transaction(s) with and how this initial contact 

was made. Figure 8.0.17 shows the breakdown of responses with whom the respondent 

conducted their business dealings. Most respondents dealt with an Australian contact 

in Australia. It is interesting to note that 30% of respondents had muhiple contacts in 

both countiies. 
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Figure 8-0-17 Whom the respondent conducted business dealings with 

Respondents were then asked to reveal how they initially made contact with their 

business contact. The objective here was to determine what role the respondent's social 

network played in initiating the business activity with Australia. Figure 8.0.18 shows 

that more than 60% of respondents generated their business contact through a business 

referral. Four respondents identified their study experience in Australia as the link to 

the initiation of their business activity. One respondent was importing porcelain figures 

from Australia. Their supplier was a friend whom they had studied with at University. 

Another respondent who was exporting goods to and investing in property in Australia, 

had a friend from university whose company was exporting goods to Australia. 

Another respondent arranged study visits to Thailand for Australia students. They were 

approached to do this through an academic staff member at their university in Austraha. 

A fourth respondent was involved in the exchange of academic research between 

Australia and Thailand. This was a direct result from linkages they had created during 

their study time in Australia. 
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Figure 8-0-18 How initial contact was made 

To try and solidify what link lay between the respondent's business activity and their 

study experience in Australia, the respondents were asked to comment on the role that 

their study experience played in their subsequent business activity. Figure 8.0.19 shows 

that 35% of respondents agreed or strongly agreed that their study experience in 

Australia was the main reason why they did some form of business activity with 

Australia. Interestingly, 30% of respondents were unsure as to whether then study 

experience in Australia was the main reason for their business activity with Australia. 

This could mean, that it was one of the factors that played a role in the whole process 

but perhaps not the main factor, or it could also mean that the respondent sees no direct 

link between the two events. However, they may feel as though there is an indirect link 

between the two events that they cannot clarify. 
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Figure 8-0-19 Respondent's study experience was the reason for business activity 

Respondents were also asked whether they would continue to do some form of business 

activity with Australia in the futiire. Figure 8.0.20 shows that more than 45% of 

respondents agreed or strongly agreed that they would. Only 11% of respondents 

believe they would not do any further business with Austtalia. 
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Figure 8-0-20 Respondent wUl continue to do business with Australia 

Similar to Section 1, respondents were asked to provide a comment on the best and 

worst thing about doing business with Australians. In terms of the best thing, replies 

such as "fair", "honest", "sttaight forward", "transparent", "punctual" and 

"professional" were common responses. What Thais didn't like about the Australian 

business culture was the "lack of urgency", "complicated law and regulations", and 

"govemment taxes". There was no dominant theme that stood out in either of these 

questions so care needs to be taken when using these responses to make generalisations. 

Respondents were then asked a range of questions regarding the impact of doing 

business with somebody they knew through their social network. In particular, 

respondents were asked to comment on how doing business with someone in then social 

network impacted on the following areas: 

• Were more easily able to gain access to information on market opportunities; 
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• Were able to conduct business more efficiently because they could more easily 

trust the person they were doing business with; 

• Were able to reduce the transaction cost incurred due to a reduced need for legal 

contracts and documents; 

• Felt comfortable complaining to the person they were doing business with if 

their performance was not up to the standard they desired. 

Figures 8.0.21 - 8.0.24 show the results to these questions. 
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Figure 8-0-21 Easier access to market information 

More than 60% of respondents felt that by doing business within their social network 

they were able to access market information more easily. Only 12% of respondents 

disagreed with this comment. As the literature identified, improved access to market 

information is one of the key instruments that social network theory identified. 
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Figure 8-0-22 More efficient business due to increased trust 

Almost half of the respondents agreed or strongly agreed that their business dealings 

could be conducted more efficiently when they dealt with someone in their social 

network because they could trust the person more. Again, this supports the literature 

on social network theory which identified trust as a key tool through which social 

networks could stimulate business activity. 
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Figure 8-0-23 Transaction costs can be reduced 

Interestingly, Figure 8.0.23 provides evidence which contradicts the argument put 

forward in the literature that conducting business through ones social network can 

reduce the transaction costs associated with intemational trade. Only 19% of 

respondents agreed that transaction costs can be reduced when doing business with 

someone from their social network. It may be that the reduction in transaction costs 

may be stronger if business is conducted within a family network where trust would be 

assumed to be much stronger, than what would be associated with a friendship that was 

developed during the respondents study experience in Australia. Also, as 60% of 

respondents dealt with someone they had contacted through a business referral, this 

weak link may not have been strong enough to generate enough trust to enable 

ttansaction costs to be reduced. 
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Figure 8-0-24 Felt uncomfortable complaining about poor performance 

Figure 8.0.24 shows that there was no clear answer to the statement that respondents felt 

uncomfortable complaining to people in their social network about poor performance. 

The most popular response was no opinion which may mean that respondents had not 

experienced this problem in their business dealings so far. 

Respondents were also given an opportunity to comment on what they preferred about 

doing business with people inside their social network as well as people outside their 

social network. A couple of common themes appeared in respondents comments on 

dealing with people within their social network. "Greater trust", "easier to understand 

and communicate" and "the same language" were common responses. In terms of 

dealing with people outside their social network, the dominant response was the 

opportunity to "leam new things". Not having to worry about repercussions within then-

social network was also mentioned. 
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Figure 8-0-25 Respondent's frequency of purchasing Australian made products 

The final part of Section 2 of the questionnaire solicited information on the respondent's 

tendency to purchase Australian made products in Thailand and also whether they asked 

people travelling between Australia and Thailand to buy such products for them. 

Figures 8.0.25 and 8.0.26 display the results to these questions. 

More than 60% of respondents will buy an Australian made product in Thailand at least 

once a year, 25% will buy at least once a month. This lends some support to the 

hypothesis that overseas student flows can stimulate trade flows through the 

familiarisation with Austtalian made products. The importance of this is that the 

purchasing of the Austtalian made products not only occurs during the students study 

stay in Austtalia but continues on, maybe indefinitely, when the student returns to 

Thailand. 
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The type of products that respondents bought included skin care products, vitamins, 

dairy products and cereals, fraits, chocolates, wine, and books and magazines. 
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Figure 8-0-26 Asked travellers to buy products for them from Australia 

More than 70% of respondents had asked people travelling between Australia and 

Thailand to buy products for them from Austtalia. More than 30% of respondents had 

done this on more than three occasions. The most demanded product was vitamins and 

skin lotions as well as various food products including fmits, chocolates and nuts. 

8.7 Conclusion 

This Chapter can be summarised as follows: 

• A surprising proportion of respondents lived and spent the majority of tiiek 

leisure time with either fellow Thai stiidents or other overseas stiidents from 

different countiies. This unwillingness or inability by Thai students to hve or 

spend their leisure time with local Austtalian students is a concem and may be a 
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barrier to developing then intemational social network. This reluctance by 

respondents to spend time with Australians may be hnked to the comment by 

respondents that racism is a common characteristic of many of the Austrahans 

that they met. 

• On a more positive note, the majority of respondents viewed their study 

experience in Australia as a positive one and would recommend to their friends 

and relatives to study in Australia. This is an important result for the Australian 

industry and is reflected in the recent positioning of Australia as being the 

number one choice of destination for Thai overseas students. 

• Respondents kept in touch with Australia primarily through writing and emails 

to friends and staff from their education institution. It was also common for 

many of the respondents to deal with Australians within their job function. 

• Activity in the tourism and aviation industries is generated by overseas students 

after they return to Thailand. More than half of the respondents visited Australia 

after finishing their study and on average came three times bringing four people 

with them and staying for approximately 14 days. 

• There was support for the hypotheses that there is a link between overseas 

student flows and intemational business activity. Twenty eight percent of 

respondents did some form of business activity with Australia subsequent to 

completing their studies. Thirty five percent of these respondents cited their 

study experience in Australia as the main reason for undertaking such business 
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activity. Most respondents conducted this business activity with an Austrahan 

contact in Australia which was developed through a business referral. 

Respondents agreed that conducting business within their social network made it 

easier to gain access to information on market opportunities and increased 

business efficiency due to increased tmst. However, there was little evidence to 

suggest that transaction costs could be reduced due to a reduced need for legal 

contracts and documents. 

• Respondents cited increased tmst and ease in communication as reasons why 

they prefer doing business within their social network while the ability to leam 

new things was cited as the main reason why they prefer to do business outside 

of their social network. 

• Respondents were purchasing Australian made products in Thailand as well as 

asking people to bring products from Australia when they were travelling to 

Thailand. Products in demand included skin lotions, vitamins, wine, fmits, 

chocolates and nuts, and books and magazines. 

This Chapter has summarised the data sourced from the Intemational Survey conducted 

in Thailand. In the following Chapter, qualitative analysis is undertaken to identify 

answers to the hypotheses developed earlier in the thesis. 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/ThaUand BUateral Trade Flows 244 



Chapter Nine: Survey Research Findings 245 

CHAPTER NINE 

SURVEY RESEARCH FINDINGS 

9.1 Introduction 

In this Chapter, analysis, using a range of statistical tests, is undertaken of the data 

presented in the previous Chapter. In Chapter Eight, it was shown that the sample 

population surveyed in the intemational survey could be separated into two key groups 

- those who had done some form of business activity with Australia after returning to 

Thailand (this group is called the Entrepreneurs) and those that had not done any form 

of business activity (the Non-Entrepreneurs). The survey sample contained 47 

Entrepreneurs that had done some form of business activity with Australia subsequent 

to their study experience in Australia. There were 122 Non-Entrepreneurs who did not 

do any form of business activity with Australia subsequent to their study experience in 

Australia. 

This Chapter will attempt to answer the following questions: 

• Does the attitude of the respondent towards their study experience in Australia 

affect the likelihood that they will become an Entrepreneur or a Non-

Entrepreneur after they complete their studies? 

• Does the extent to which they spend their leisure time with Australians impact 

on the likelihood that the student will return to ttavel in Australia after they 

completed their studies? 

• And does the amount of contact the student has with Australia after they 

complete their studies impact on the likehhood that they will become an 

Enttepreneur or a Non-Entrepreneur? 
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• Does the respondent's personal profile (age, sex and marital status) differ 

between Entrepreneurs and Non-Entrepreneurs. 

In Chapter Five, six research hypotheses were identified. Hypothesis 1 was tested in 

Chapter Six using the International Education regression model of trade. The objective 

of this Chapter is to test the remaining five hypotheses for the two groups of 

respondents (Entrepreneurs and Non-Entrepreneurs) using a number of approaches 

where appropriate, including: 1) independent sample t-testing to compare the means of 

various variables against the two respondent types, 2) z-tests to compare the proportions 

of various qualitative variables against the two respondent types and 3) cross tabulations 

and histograms. The key variables to be used in the tests are time spent with 

Australians during their stay in Australia, contact with Australians after remming to 

Thailand, attitudes towards their study experience in Australia and the respondent's 

personal profile. The five hypotheses are restated below: 

Hypothesis 2: This tests whether the amount of time the respondent spent with 

Australians differs between Entrepreneurs and Non-Entrepreneurs. The null hypothesis 

to be tested is that there is no difference in the amount of time spent with Australians 

between Entrepreneurs and Non-Entrepreneurs. 

Hypothesis 3: This tests whether the respondent's attimde towards their study 

experience in Australia differs between Entrepreneurs and Non-Entrepreneurs. The null 

hypothesis to be tested is that there is no difference between the student's attitude 

towards their study experience in Australia between Entrepreneurs and Non-

Enttepreneurs. 
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Hypothesis 4: This tests whether the amount of contact the respondent has had with 

Australia since completing their study differs between Entrepreneurs than Non-

Entrepreneurs. The null hypothesis to be tested here is that there is no difference 

between the amount of contact respondents had with Australia between Entrepreneurs 

and Non-Entrepreneurs. 

Hypothesis 5: This tests whether the respondent's propensity to travel to Austtalia 

after they retum to Thailand differs between Entrepreneurs and Non-Entrepreneurs. 

The null hypothesis to be tested here is that there is no difference in the respondent's 

propensity to travel to Australia between Entrepreneurs and Non-Entrepreneurs. 

Hypothesis 6: This tests whether there is a difference in the respondent's personal 

profile between Entrepreneurs and Non-Entrepreneurs. The null hypothesis to be tested 

here is that there is no difference in the respondent's sex, age and marital status between 

Entrepreneurs and Non-Entrepreneurs. 

9.2 Strategic Profiles for the Entrepreneurs and the Non-Entrepreneurs 

In order to test the hypotheses identified above for Entrepreneurs and Non-

Entrepreneurs, the relevant questions for each of the hypotheses (2-6) in the 

questionnaire are identified in Table 9.0.1. SPSS 11.0 was used to calculate the mean 

scores and independent t-tests statistics. 
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Table 9-0-1 Survey Question identification for Hypothesis Testing 

Hypotheses to be 

tested 

Hypothesis Two 

Hypothesis Three 

Hypothesis Four 

Hypothesis Five 

Hypothesis Six 

Questions to be analysed 

• Ql.5 Accommodation Type 

• Q1.6 Leisure Time 

• Q1.8 Support Services 

• Q1.9 Recommend Australia 

• Q1.10 Study experience 

• Q1.11 Attitude towards 

Australians 

• Q1.12 Australian' s friendliness 

• Ql. 14 Racism 

• Q1.15 Contact Australia 

• Q1.16 Work Contact 

• Q3.1 Travel to Australia 

• 4.1 Age 

• 4.2 Gender 

• 4.3 Marital StaUis 

Figures Tables 

9.0.2 

9.0.3 

9.0.4 

9.0.5 

9.0.6 

9.0.7 

9.0.8 

9.0.9 

9.0.10 

9.0.11 

9.0.12 

9.0.13 

9.0.14 

9.0.15 

9.0.16 

9.0.17 

9.0.18 

9.0.19 
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It is assumed that the data is normally distributed and for each t-test skewness values are 

used to test for a normal distribution. Each t-test is conducted at a 95% level of 

significance. The directions of the t-test indicate: 

• A positive t-obtained value indicates that the Entrepreneur has a significantiy 

higher mean score. 

• A negative sign indicates the Non-Entrepreneur has a significantly higher mean 

score. 

9.3 Australian Social Network 

The objective of this section is to test Hypothesis Two that the more time an overseas 

student spends with Australians during their study, the more likely they are to become 

an Entrepreneur. The null hypothesis to be tested is that there is no significant 

difference in the time spent with Australians between the Entrepreneurs and Non-

Entrepreneurs. In this case accommodation and leisure time are used as variables to 

measure the amount of time spent with Australians. T-statistics are used to test for a 

difference between the means of the two groups. The test is based upon 95% statistical 

significance. 

Question 1.5: This question gave an insight into the amount of exposure the respondent 

had to Australians by providing information on their accommodation arrangements. As 

previously mentioned, a failure in the design of this question severely limits the weight 

that can be placed on statistical analysis of this question. In an attempt to overcome the 

fault that many respondents entered multiple forms of accommodation without placing 

weights on each accommodation type, these responses were separated and treated as 

unique responses. Responses in the questionnaire were also grouped into 
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acconunodation with Australians and accommodation with non-Australians. 

Respondents who said they stayed in homestay, university accommodation or in share 

accommodation with Australian friends were grouped into a new variable called 

Acconunodation with Australians represented by the value one. Respondents who said 

they stayed alone, with relatives, share accommodation with Thai friends or overseas 

friends, were grouped into another variable called Accommodation with Non-

Australians, represented by the value two. The general assumption is that respondents 

that lived with Australians are more likely to be Entrepreneurs as they will have 

developed a social network with Australians. Table 9.0.2 lists the skewness of the two 

new variables in Question 1.6. It shows that they are both distributed normally. Table 

9.0.3 shows the t-tests. The differences between the two group means are statistically 

insignificant at the 95% level. 

Therefore it can be concluded that there appears to be no difference between the type of 

accommodation a respondent had between Entrepreneurs and Non-Entrepreneurs. 

Table 9-0-2 Normality Check on Data Distribution for Question 1.5 

Question 

1.5 

Variables 

Accommodation 

Type 

Entrepreneurs 

Non-Entrepreneurs 

Skewness 

-0.077 

-0.162 

Normality Check 

Normal 

Normal 

Table 9-0-3 Mean Difference Tests on Accommodation Type 

Variables 

Accommodation 

Type 

X 

Entrepreneur 

1.519 

X 

Non-Entrepreneur 

1.540 

t-value 

(2-tailed) 

-0.323 

Df 

135 

Sig. (2-

taiied) 

.747 

NuU 

Hypothesis 

Do not 

reject 

Note: * Levene's Test significant, therefore unequal variance t-test used 
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A cross tabulation was also undertaken to better visualise what impact the type of 

accommodation the respondent used had on their tendency to be an Entrepreneur. Table 

9.0.4 displays the results and confirms the previous findings that there does not seem to 

be any statistically significant relationship between accommodation type and likelihood 

of being an Entrepreneur. 

Type Of 
Accommodation 

Total 

Homestay 

Uni Accommodation 

Alone 

Relatives 

With Thai Friends 

With Australian Friends 

With Overseas Friends 

BUSINESS 

Entrepreneur 
25 

8 

9 

2 

17 

5 

13 

79 

Non-Networker 
50 

38 

22 

7 

54 

13 

36 

220 

Total 
75 

46 

31 

9 

71 

18 

49 

299 

Table 9-0-4 Cross tabulation of accommodation type by respondent type 

Question 1.6: This question attempts to measure the amount of leisure time the 

respondent spent with Thai friends, Australian friends, and friends from overseas 

countries. The general assumption is that there will be a difference in the time that 

respondents spend with Australian friends between Entrepreneurs and Non-

Entrepreneurs. Table 9.0.5 lists the skewness of all three variables in Question 1.6. It 

shows that they are all distributed normally. Table 9.0.6 shows the t-tests. The 

differences between the two group means are insignificant at the 95% level of 

significance. 

Therefore, it can be concluded that there appears to be no difference between the 

amount of leisure time a respondent spends with various nationalities between 

Entiepreneurs and Non-Entrepreneurs. 
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Table 9-0-5 Normality Check on Data Distribution for Question 1.6 

Question 

Q1.6 

Variables 

Thai Friends 

Overseas Friends 

Australian Friends 

Entrepreneurs 

Non-Entrepreneurs 

Entrepreneurs 

Non-Entrepreneurs 

Entrepreneurs 

Non-Entrepreneurs 

Skewness 

-0.19 

-0.488 

-0.123 

-0.067 

0.303 

0.309 

Normality 

Assessment 

Normal 

Normal 

Normal 

Normal 

Normal 

Normal 

Table 9-0-6 Mean Difference Tests on Leisure Time spent with Various Nationalities 

Variables 

Thai Friends 

Overseas 

Friends 

Australian 

Friends 

X 

Entrepreneur 

3.4667 

3.6222 

3.0435 

X 

Non-Entrepreneur 

3.7917 

3.5833 

2.8487 

t-value 

(2-tailed) 

-1.655 

0.232 

1.232 

Df 

71. 

79 

87 

Sig. (2-

taUed) 

0.098 

0.817 

0.221 

Null 

Hypothesis 

Do not 

reject 

Do not 

reject 

Do not 

reject 

Note: * Levene's Test significant, therefore unequal variance t-test used 

Conclusion 

There is littie evidence to support Hypothesis Two as the means for the variables 

'Accommodation type' and 'leisure time' do not differ significantiy between 

Entrepreneurs and Non-Entrepreneurs. There is some evidence to, show that there is 

some relationship between these variables as the mean value for respondents who spent 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/Thailand BUateral Trade Flows 252 



Chapter Nine: Survey Research Findings 253 

leisure time with Thai friends was significantly different at the 90% significance level 

implying that the more leisure time a Thai overseas student spends with other Thai 

friends, the less likely they are to be an Entrepreneur. This is because of the decreased 

ability to generate an intemational social network during their study period in Australia. 

9.4 Attitude Towards Study Experience 

The objective of this section is to test Hypothesis Three that the more positive a 

student's attitude towards their study experience in Australia, the more likely they are to 

become an Entrepreneur. The null hypothesis being that there is no difference between 

the means for the respondent's attitude towards their study experience for Entrepreneurs 

and Non-Entrepreneurs. 

Question 1.8: This question solicits information on the respondent's opinion of the 

support services offered towards overseas students at their University. The perception 

of the level of service offered by Universities in Australia in this area is particularly 

important as it is directed solely at overseas students and in many cases is an overseas 

students' initial and primary point of contact with their university. The extent to which 

overseas students are happy with the support services offered to them at their University 

is an important factor in the student's overall assessment of their overseas study 

experience. Table 9.0.7 hsts the skewness of the variable in Question 1.8. h shows that 

it is distiibuted normally. Table 9.0.8 shows the t-test. The differences between the two 

group means are insignificant at the 95% level of significance. 
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Table 9-0-7 Normality Check on Data Distribution for Question 1.8 

Question 

Q1.8 

Variables 

Support Services 
Entrepreneurs 

Non-Entrepreneurs 

Skewness 

.001 

-0.332 

Normality 

Assessment 

Normal 

Normal 

Table 9-0-8 Mean Difference Tests on Attitude towards Support Services 

Variables 

Support 

Services 

Note: * Leven 

X 

Entrepreneur 

3.348 

e's Test significant, 

X 

Non-Entrepreneur 

3.551 

therefore unequal varie 

t-value 

(2-taUed) 

-1.278 

ince t-test used 

Df 

86 

Sig. (2-

taUed) 

0.205 

Null 

Hypothesis 

Do not 

reject 

What is peculiar about this result is that the mean for the Entrepreneur group is lower 

than the mean for the Non-Entrepreneur group. This implies that the better the 

perception an overseas student has of the support services offered to them the more 

likely they are to be a Non-Entrepreneur. However, this result is not statistically 

significant so it can be ignored. 

Therefore, it can be concluded that there appears to be no difference between the 

attitudes of the respondents towards the support services offered to overseas students by 

their university between Entrepreneurs and Non-Entrepreneurs. 

Question 1.9 & 1.10; These two questions give a more direct response to the 

respondent's attitude towards their study experience in Australia. Ql.lO asks 

respondents directiy if they viewed their study experience in Australia as a positive one 

while Q1.9 solicits information on the respondent's willingness to recommend Australia 

as a stiidy destination of choice for their family and/or friends. Table 9.0.9 lists the 
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skewness of the variables in Question 1.9 and 1.10. It shows that they are both 

distributed normally. Table 9.0.10 shows the t-tests. The differences between the two 

group means are insignificant at 95% for the positive study experience. However the 

difference between the two means for the recommending Australia variable are 

statistically significant. What is surprising is that the direction of the result is the 

opposite of what was expected. This result implies that the more hkely an overseas 

student from Thailand is to recommend Australia to their friends or family as a good 

place to study, the less likely they are to be an Entrepreneur. This resuh is a little 

puzzling and would require further analysis to be conducted to gain an understanding of 

the underlying process at work here. Follow-up interviews with Entrepreneurs would 

be an appropriate way to do such research. 

Table 9-0-9 Normality Check on Data Distribution for Questions 1.9 & 1.10 

Question 

Q1.9 

Ql.lO 

Variables 

Recommend Australia 

Positive Study Experience 

Entrepreneur 

Non-Entrepreneur 

Entrepreneur 

Non-Entrepreneur 

Skewness 

-0.087 

-0.450 

-1.215 

-1.341 

Normality 

Assessment 

Normal 

Normal 

Normal 

Normal 

Table 9-0-10 Mean Difference Tests on Attitude towards Study Experience 

Variables 

Recommend 

Australia 

Positive Study 

Experience 

Note: * Levene's 

X 

Entrepreneur 

3.8936 

4.4255 

Test significant, t 

X 

Non-Entrepreneur 

4.1885 

4.5492 

lerefore unequal variar 

t-value 

(2-taUed) 

-2.193 

-0.97 

ice t-test used 

Df 

82 

73 

Sig. (2-

tailed) 

0.031 

0.335 

NuU 

Hypothesis 

reject 

Do not 

reject 
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Therefore, it can be concluded that there appears to be no difference between the 

attitudes of the respondent towards their study experience in Australia between 

Entrepreneurs and Non-Entrepreneurs while there is a difference between the 

respondent's attitude regarding recommending Australia as a good place to study to 

relatives and friends between Entrepreneurs and Non-Entrepreneurs. 

Question 1.11 & 1.12: These two questions solicited information on the respondent's 

attitude towards Australians and how friendly they found Australians they met while 

studying in Australia. It is hypothesized that there is a difference in the extent that the 

respondent liked Australians and felt they were friendly, between Entrepreneurs and 

Non-Entrepreneurs. Table 9.0.11 lists the skewness of the variables in Question 1.11 

and 1.12. It shows that they are both distributed normally. Table 9.0.12 shows the t-

tests. As in the previous test, the null hypothesis in one of the two t-tests conducted is 

rejected and again the result is opposite to what was expected. The differences between 

the two group means are insignificant at 95% for the variable measuring how friendly 

Australians are. However the difference between the two means for the variable 

measuring how much the respondent liked Australians was statistically significant. But 

again, the dkection of the test result is quite surprising. It was found that the less 

respondents liked Australians the more likely they were to do business with them after 

they finished their study in Australia and retumed to Thailand. This could arise from 

the more time Entrepreneurs spent with Australians conducting business the more they 

found to dislike about them. Whereas Non-Entrepreneurs may have developed rose-

tinted views of their experiences with Australian people, particularly as time passed by. 

Again, this resuh would require further analysis to determine what underlying factors 

are causing this result. 
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Table 9-0-11 Normality Check on Data Distribution for Questions 1.11 & 1.12 

Question 

Ql.ll 

Q1.12 

Variables 

Feelings Towards 

Austtalians 

Australians were Friendly 

Entrepreneur 

Non-Enttepreneur 

Entrepreneur 

Non-Enttepreneur 

Skewness 

0.603 

-0.038 

0.364 

-0.192 

Normality 

Assessment 

normal 

normal 

normal 

normal 

Table 9-0-12 Mean Difference Tests on Attitude towards Australians 

Variables 

Feeling Towards 

Australians 

How Friendly 

Were Austtalians 

X 

Entrepreneur 

3.340 

3.565 

X 

Non-Entrepreneur 

3.694 

3.661 

t-value 

(2-taOed) 

-2.804 

-0.676 

Df 

97 

96 

Sig. (2-

taUed) 

0.006 

0.501 

Null 

Hypothesis 

reject 

Do not 

reject 

Note: * Levene's Test significant, therefore unequal variance t-test used 

Question 1.14: Although this question was not originally designed to solicit 

information regarding the level of perceived racism that overseas students believe exists 

in Australia, the dominant response to this question was that racism was the thing that 

respondents disliked most about Australian people. This finding warrants further 

investigation and hence, respondents who cited racism as the thing they disliked most 

about Australians were grouped into a new variable called "racism" and those that did 

not nominate racism were grouped into a variable called 'no racism'. Note, that caution 

must be placed on the findings for this question, as the survey did not specifically ask 

the respondent to comment on the level of racism in Australia. However, given the 
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impact that the perception of racism in Australia could have on Australia's ability to 

attract overseas students, it is worthwhile to explore this issue further. 

To make statistical comparisons (in terms of some qualitative characteristics) between 

proportions or probabilities associated with two independent populations which may be 

approximately normal, a test of the difference between two independent population 

proportions based on the observed difference between two independent sample 

proportions can be conducted (Thanasinsupaya, 1996). A test to see whether the 

proportion of Entrepreneurs who cited racism as the thing they disliked most about 

Australians is less than the proportion of Non-Entrepreneurs who cited racism as the 

thing they disliked most about Australians is undertaken. The hypothesis being that 

respondents are more likely to be an Entrepreneur if they did not view racism as a 

problem in Australia. The data approximates a normal distribution as it can be shown 

that ni and n2 are large enough such that the interval 

V «i 

does not contain zero or one, and if na is such that the interval 

n 

does not contain zero or one 

Table 9.0.13 shows the z-test. The differences between the two sample proportions are 

insignificant at the 95% level of significance. Therefore, there is not enough evidence 

to conclude that the proportion of Entrepreneurs who cite racism as the thing they 

dislike most about Australians is less than the proportion of Non-Entrepreneurs who cite 

racism as the thing they dislike most about Australians. 
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Table 9-0-13 

Variables 

Perception 

of Racism 

Proportion tests 

Pi 

Entrepreneur 

0.60 

on the Perception 

P2 

Non-

Entrepreneur 

0.533 

of Racism 

z-value 

(1-taUed) 

0.621 

z-

critical 

-1.645 

P-value 

.5352 

Null 

Hypothesis 

Do not reject 

Conclusion: There is some evidence to support Hypothesis Three because the means 

for the variables 'recommend Australia to family and friends' and 'feelings towards 

Australians' differ significantiy between Entrepreneurs and Non-Entrepreneurs. 

However, the direction of this result is puzzling as it implies the more positive the 

respondent's attitude towards their study experience in Australia and towards 

Australians in general, the less likely they are to become an Entrepreneur. As 

mentioned earlier, further analysis is required to understand the meaning of this result. 

The sample proportions of respondents citing racism as the thing they disliked most 

about Australians was not statistically different between Entrepreneurs and Non-

Entrepreneurs. 

9.5 Amount of Contact with Australia after returning to Thailand 

The objective of this section is to test Hypothesis Four that students who maintain 

various forms of contact with Austialia are more likely to be Entrepreneurs. The reason 

for this is that if respondents are able to keep their social network active, the more likely 

they are to become an Entrepreneur. The null hypotheses to be tested is there is no 

difference in the proportions of various forms of contact with Austraha between 

Entrepreneurs and Non-Entiepreneurs. 
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A test is now conducted to see whether the proportion of Entrepreneurs who contacted 

Australia after they retumed to Thailand is greater than the proportion for Non-

Entrepreneurs. As previously, the data approximates a normal distribution as it can be 

shown that ni and n2 for each of the 'contact' variables are large enough that the interval 

M 

does not contain zero or one, and if na is such that the interval. 

n. '-2 

does not contain zero or one. 

Question 1.15 and 1.16: These questions solicit information from the respondent 

regarding whether they had kept in touch with Australia since they retumed to Thailand 

and the method of contact. It also identifies whether the respondent is in contact with 

Australians within their current job in Thailand. 

Table 9.0.14 shows the z-test for the range of 'contact variables'. The differences 

between the two sample proportions are insignificant at the 95% level of significance 

for tiie contact variables "writing to friends", "writing to staff and "Alumni 

Membership". There is not enough evidence to conclude that the proportion of 

Entiepreneurs who contacted Australia through these contact channels is greater than 

for Non-Entrepreneurs. However, there is sttong evidence to support the hypothesis 

that the proportion of Enttepreneurs who "watch Austtalian television' and 'who 

contact with Australians in their present job" is higher than for Non-Entrepreneurs. 
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Table 9-0-14 Proportion difference Tests on "Contact' variables 

Variables 

Writing to 

Friends 

Writing to 

Staff 

Watching 

Austtalian 

Television 

Alumni 

Membership 

Contact in 

Job 

Pi 

Entrepreneur 

0.532 

0.213 

0.489 

0.681 

0.787 

P2 

Non-

Entrepreneur 

0.590 

0.131 

0.336 

0.582 

0.344 

z-value 

(l-taUed) 

-0.674 

1.211 

1.760 

1.206 

5.968 

z-critical 

1.645 

1.645 

1.645 

1.645 

1.645 

P-value 

0.749 

0.113 

0.039 

0.113 

0.000 

Null 

Hypothesis 

Do not 

reject 

Do not 

reject 

reject 

Do not 

reject 

reject 

Conclusion: There is mixed evidence to support Hypothesis Four that the amount of 

contact a respondent has with Australia is higher for Entrepreneurs than Non-

Entrepreneurs. Respondents who watch Australian television and have contact with 

Australians in their job are statistically significantly more likely to be Entrepreneurs. 

Respondents who wrote to staff and were members of an alumni were not statistically 

significantiy more likely to be Entiepreneurs however their p-value of 0.113 reflects a 

likelihood that this could well be the case. However, writing to friends does not increase 

the likelihood of being an Enttepreneur. 

9.6 Influence on Travel Activity 

The objective of this section is to test Hypothesis Five that students who travel to 

Australia both during and/or after their study are more likely to be Enttepreneurs. The 

Modelling the Economic Impact of Overseas Students Social Networks on Australia/ThaUand BUateral Trade Flows 261 



Chapter Nine: Survey Research Findings 262 

null hypothesis being that there is no difference between the proportions of the 

respondent's who traveled to Australia both during and after they finished their study, 

between Entrepreneurs and Non-Entrepreneurs. 

Question 1.7 & 3.1 These questions solicited information on whether the respondent 

had traveled to Australia during and after their study experience in Australia. Those 

respondents who traveled to Thailand during their smdy experience in Australia are 

called Student Travelers and those that did not. Student Non-Travelers. Those 

respondents who traveled to Australia after they had completed their study experience 

in Australia are called Graduate Travelers and those that did not, Graduate Non-

Travelers. 

A test is conducted to see whether the proportion of Entrepreneurs who were Student 

Travellers is greater than the proportion of Non-Entrepreneurs who were Student-

Travellers. The hypothesis being that respondents are more likely to be an Enttepreneur 

if they travelled between Australia and Thailand during their study. The data 

approximates a normal distribution as it can be shown that ni and na are large enough 

such that the interval 

V «i 

does not contain zero or one, and if nz is such that the interval 

n^ 
n 

does not contain zero or one. 
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Table 9.0.14 shows the z-test. The differences between the two sample proportions are 

insignificant at the 95% level of significance. Therefore, there is not enough evidence 

to conclude that the proportion of Entrepreneurs who were Student Travellers is greater 

than for Student Non-Travellers. 

Table 9-0-15 Proportion difference Tests on Student Travellers and Graduate Travellers 

Variables 

Student 

Traveller 

Graduate 

Traveller 

Pi 

Entrepreneur 

0.717 

0.702 

P2 

Non-

Entrepreneur 

0.795 

0.443 

z-value 

(1-taUed) 

-1.0193 

3.1912 

z-critical 

1.645 

1.645 

P-value 

0.869 

0.000 

Null 

Hypothesis 

Do not 

reject 

reject 

A test is now conducted to see whether the proportion of Entrepreneurs who were 

Graduate Travellers is greater than the proportion of Non-Entrepreneurs who were 

Graduate Travellers. The hypothesis being that respondents are more likely to be an 

Entrepreneur if they travelled between Australia and Thailand after their study. As 

previously, the data approximates a normal distribution as it can be shown that ni and nj 

are large enough such that the interval 

[p,±3JM::il)] 
n, 

does not contain zero or one, and if ui is such that the interval 

[p^±3JMzft)] 
«-, 

does not contain zero or one. 
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Table 9.0.15 shows the z-test. The proportion of Graduate travellers who are 

Entrepreneurs is significantly higher than the proportion of Graduate Travellers who are 

not, at the 95% level of significance. This result in itself is not surprising as 

Entrepreneurs may be required to travel to Australia to undertake business activity. To 

see if this was the case, Figure 9.0.1 displays the results to Question 3.2 which solicited 

information on the respondents purpose to visit Australia after they had completed their 

study experience in Australia. Thirty six percent of Entrepreneurs cited Business as the 

purpose of visiting Australia after they had graduated. 

Figure 9-0-1 Entrepreneurs purpose for visiting Australia after completing their study 

Visit friends/relatives 

CO 

Q. Business 
hm 
3 
Q. 

Holiday 

( 

! 

' . /I ,'Z.:t-:.'- /..±i:^'A /:. 

1 

i 

) ! > 10 1 5 20 25 30 35 40 45 5 

Per cent 

0 

Conclusion: Again there is mixed evidence to support Hypothesis Five that students 

who travel to Australia during and/or after their study are more likely to be 

Enttepreneurs. There is littie evidence to support the hypothesis that students who 

travel between Austtalia and Thailand during their period of study are more likely to be 

Enttepreneurs. However, there is evidence to support the hypothesis that students who 
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travel to Australia after completing their study are more likely to be Entrepreneurs. As 

mentioned previously, this is not a surprising result as ttavel activity may have been 

required to undertake business with Austialia. Figure 8.0.1 supports tiiis reasoning. 

9.7 Respondent's personal profile 

The objective of this section is to test Hypothesis Sbc that there is a difference in the 

profile of students who are Entrepreneurs and those students who are Non-

Entrepreneurs. The null hypothesis to be tested is that there is no significant difference 

in the respondent's profile (age, sex, marital status and occupation) between 

Entrepreneurs and Non-Entrepreneurs. The test is based upon 95% statistical 

significance. 

Questions 4.1: This question solicited information regarding the respondent's age 

Table 9.0.16 hsts the skewness of the age variable. It shows that it is distributed 

normally. Table 9.0.17 shows the t-test. The differences between the two group means 

are insignificant at the 95% level. 

Table 9-0-16 Normality Check on Data Distribution for Question 4.1 

Question 

Q4.1 

Variables 

Age 
Enttepreneurs 

Non-Enttepreneurs 

Skewness 

1.032 

0.620 

Normality 

Assessment 

normal 

normal 
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Table 9-0-17 

Variables 

Age 

Mean Difference Tests on the respondent's age 

X 

Entrepreneur 

3.25 

X 

Non-Entrepreneur 

3.56 

t-value 

(2-taUed) 

-0.935 

Df 

77 

Sig. (2-

tailed) 

0.352 

Null 

Hyothesis 

Do not 

reject 

Note: * Levene's Test significant, therefore unequal variance t-test used 

Therefore, it can be concluded that there appears to be no difference in the age of the 

respondents between Entrepreneurs and Non-Entrepreneurs. 

Question 4.2 & 4.3: These questions solicit information about the respondent's gender 

and marital status. Z-tests are used to determine whether the proportions of 

Entrepreneurs differ by gender and marital status differ. The null hypothesis that will 

be tested is that there is no difference in the proportions entrepreneurs by gender and 

marital status. The data approximates a normal distribution as it can be shown that ni 

and n2 are large enough such that the interval: 

V «i 

does not contain zero or one, and if na is such that the interval. 

[p.±3J^^^l^i^] 
« o 

does not contain zero or one. 

Table 9.0.18 shows the z-tests. The differences between the two sample proportions for 

the "female" variable are significant at the 95% level of significance. There is 

evidence to conclude that the proportions for the "female" variable differ between 
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Entrepreneurs and Non-Entrepreneurs at 95% significance. That is, females are much 

more likely to be Entrepreneurs than Non-Entrepreneurs. 

The differences between the two sample proportions are insignificant at the 95% level 

of significance for the variables "male", "single" and "married". Therefore, there is not 

enough evidence to conclude that the proportions for the variables gender and marital 

status differ between Entrepreneurs and Non-Entrepreneurs. 

Table 9-0-18 Proportion difference Tests on Gender and Marital Status 

Variables 

Male 

Female 

Single 

Married 

Pi 

Entrepreneur 

0.717 

0.702 

0.386 

0.614 

P2 

Non-

Entrepreneur 

0.795 

0.443 

0.395 

0.596 

z-value 

(2-taUed) 

-1.0193 

3.1912 

-0.107 

0.213 

z-critical 

±1.96 

±1.96 

±1.96 

±1.96 

P-value 

0.263 

0.000 

0.914 

0.834 

Null 

Hypothesis 

Do not 

reject 

reject 

Do not 

reject 

Do not 

reject 

Question 4.4: This question solicited information on the respondent's occupation. The 

data for this question was previously displayed in Figure 8.0.1. A cross-tabulation was 

performed on the respondent's occupation against the respondent type 

Enttepreneur/Non Entrepreneur to determine whether any occupation type seemed more 

likely to be an Entrepreneur. Table 9.0.19 displays the results. The occupation type 

"import/export" is the occupation where the proportion of respondent's who are 

Enttepreneurs is highest. 
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Table 9-0-19 Cross Tabulation of the respondent's occupation against Entrepreneur type 

268 

occupation public servant Count 
of the % of Total 
sludaril education Count 

% of Total 

service sector Count 

% of Total 

import/export Count 

% of Total 

specialist field Count 
% of Total 

medical/health care Count 

% of Total 

sales marketing Count 

% of Total 

accounting/finance Count 

% of Total 

self-employed Count 

% of Total 

secretarial Count 

% of Total 

farmer Count 

% of Total 

Total Count 

% of Total 

have you undertaken any 
form of business activity 

with Australia 

did business 
9 

6.0% 

5 

3.4% 

2 

1.3% 

4 

2.7% 

5 

3.4% 

1 

.7% 

6 

4.0% 

3 

2.0% 

5 

3.4% 

1 

.7% 

41 

27.5% 

did not do 
business 

27 

18.1% 

16 

10.7% 

5 

3.4% 

3 

2.0% 
14 

9.4% 

1 

.7% 

14 

9.4% 

7 

4.7% 

14 

9.4% 

6 

4.0% 

1 

.7% 

108 

72.5% 

Total 
36 

24.2% 

21 

14.1% 

7 

4.7% 

7 

4.7% 

19 

12.8% 

2 

1.3% 

20 

13.4% 

10 

6.7% 

19 

12.8% 

7 

4.7% 

1 

.7% 

149 

100.0% 

Conclusion: There is little evidence to support Hypothesis Six that there is a difference 

in the respondent's profile between Entrepreneurs and Non-Entrepreneurs. 

9.8 Conclusion 

In general, there does not seem to be a significant difference between Entrepreneurs and 

Non-Enttepreneurs in a range of variables and in some instances results have been 
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counter-intuitive. However, tests did show that the respondent's attitude towards their 

study experience in Australia as well as the contact they have with Austraha after they 

complete their study experience, could be factors in determining whether an overseas 

student will conduct some form of business activity with Austraha after remming to 

Thailand. 

The respondent's willingness to recommend Australia as a good place to study to their 

friends and relatives also appears to influence the respondent's tendency to become an 

Entrepreneur. This highlights the importance of providing overseas students in 

Australia a high quality study experience which may not only encourage them to 

recommend Australia to their friends and relatives but could also increase the likelihood 

that they will undertake some form of business activity with Australia subsequent to 

finishing their study experience. Also, female respondent's were much more likely to 

be Entrepreneurs than Non-Entrepreneurs. This is an interesting finding and requires 

further analysis to determine what factors may be influencing this outcome. 
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CHAPTER TEN 

CONCLUSIONS, RECOMMENDATIONS AND LIMITATIONS 

10.1 Introduction 

This research analyses the economic impact of overseas student flows from Thailand on 

Australia/Thailand bilateral trade flows. In particular, attention focuses on the 

importance of social networks in this trade stimulation process and the role that they can 

play in facilitating intemational business activity. In Chapter Five, a conceptual 

framework is developed for the process through which overseas students can stimulate 

bilateral trade flows. This research uses two distinct but related techniques to test this 

framework. First, in Chapters Two and Three a review of the history of overseas 

student flows into Australia and Australia's policy towards international education as 

well as the Australia/Thailand bilateral trade relationship is undertaken and in Chapter 

Six an intemational education model based on previous regression models of 

intemational trade is developed in order to test the economic impact of overseas student 

flows from Thailand on Australia/Thailand bilateral trade flows. Second, a qualitative 

international survey was conducted in Thailand on Thai graduates who had previously 

studied in Australia in order to better understand the factors influencing overseas 

students to undertake business activity with Australia after they retum to Thailand. The 

design of the survey is based on the review of the literature on social network theory 

and the natural barriers to trade in Chapters Four and Five. The conceptual framework 

is tested again by the analysis of the data collected from the survey (refer to Chapters 

Six to Nine). 
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The objective of this final Chapter is to summarize the research findings and make 

conclusions about the possible implications they may have on the Australian 

Govemment's pohcies targeting overseas students in Australia, as well as the 

Govemment's trade policy towards countries from which Austraha is sourcing its 

overseas students. 

10.2 Overview of Previous Chapters 

The intemational education industry had been the dominant export success story in the 

Australian economy over the last two decades. It is now Australia's third largest export 

sector and attracts close to 200,000 overseas students to Australia's shores every year. 

An industry of such magnitude has obviously attracted the interest of researchers in 

determining the economic impact it has on the Australian economy. However, almost 

all of this research has been directed at the direct economic impact overseas students 

have through course tuition fees, living expenditure and labour market impacts. The 

aims of this research have been to address the long term trade impact overseas students 

are having on Australia's bilateral trade relationships with these source countries, and in 

particular, what role overseas students' social networks can play in facilitating trade 

activity with Australia. The following are the summary notes on the propositions and 

conclusions identified in Chapters One through to Nine. 

In Chapter One, the link between overseas student flows and trade flows is introduced, 

as well as the importance that social networks can play in facilitating intemational 

business activity. The quantitative and qualitative models to be used in the research are 

identified and the link between an overseas student's study and their ability to generate 

an intemational social network is highlighted in order to better understand the rationale 
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for using these models. A broad outline of the thesis aims and objectives as well as the 

thesis stmcture is given. 

Chapter Two reviews the history of overseas student flows from an Austtalian 

perspective and examines the Australian govemment's policy directed at this sector. 

The three main policy phases of aid, to trade, to intemationalisation are detailed. In 

particular, the impact of the removal of quotas on overseas student numbers and the 

introduction of a full fee policy on the flows of overseas students into Australia are 

examined. The direct economic impact of overseas students on the Australian economy 

is also examined. 

Chapter Three analyses the bilateral economic relationship between Australia and 

Thailand, in particular, focusing on the growth in both aggregate trade as well as 

overseas student numbers between the two countries. The bilateral relationship that 

exists between the two countries is a friendly and healthy one and Australia is now the 

number one destination for Thai students looking to study overseas. The recent 

completion of negotiations by the Australian and Thai governments on the Free Trade 

Agreement between the two countries is also discussed. 

Chapter Four examines the indirect economic impact of overseas student flows on the 

Austtalian economy. In particular, the channels through which overseas students may 

stimulate trade flows are examined. The dominant theme which arises from this section 

is the importance of connections and networks that overseas students create whilst they 

are studying overseas which could be used to assist in undertaking various forms of 

business activity subsequent to the overseas student returning to their home country. 
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This finding led to an analysis of the economics of networks and the characteristics that 

are unique to a network stmcture. The role of networks has become much more 

prevalent and important in today's global economy due to the shift that has taken place 

in both the business world and society where knowledge and information, key areas 

where networks can play a facilitating role, are now central to many industrialised 

economies. The importance of ties and connections that people possess has increased 

which has led to a strong interest in the area of social network theory. This theory is 

discussed in Chapter Four and highlights a number of channels through which overseas 

students social networks could facilitate undertaken intemational business activity 

including: I) minimising search and transaction costs, ii) reducing communication and 

cultural barriers, iii) tmst creation, iv) information transfer and v) better access to 

distribution channels. 

Chapter Five switches the focus of the thesis from a macro to a micro level and focuses 

on the microeconomic dynamics of bilateral trade flows, to show that intemational trade 

is the result of micro, enterprise based decisions, and in such a context, networks matter 

and can play an important role in facilitating international trade activity. The literature 

on the factors that influence both export and import initiation are reviewed as well as 

the social dynamics that are embedded in intemational exchanges. The natural barriers 

to ttade such as differences in languages, cultures, customs, beliefs, and religions can 

make international tiade a very difficuh and demanding process. Utilisation of social 

networks can dampen the negative effect of natural ttade barriers to ttade and can play 

an important role in facilitating intemational trade activity. From this analysis, a 

concephial framework is developed illustiating how overseas stiident flows and their 

social networks can stimulate intemational ttade flows. A conceptual framework 
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outiining the process through which overseas students can stimulate ttade flows is 

developed in Figure 5.0.2 and 5.0.3 and is used as the theoretical foundation of this 

research's qualitative and quantitative models. Three key relationships were identified 

as the bases for empirical investigation. They are: 

• Overseas students can stimulate trade flows through the preferences they 

develop for Australian products while they study in Australia. 

• The time spent in Australia enables overseas students to develop a social 

network of Australians which can be utilised to facilitate business activity with 

Australia through the channels identified in the review of social network theory. 

• A student that has a positive study experience in Australia will be more likely to 

maintain contact with Australia and seek opportunities to undertake business 

with Australia after they return to their home country. 

Five hypotheses to test these relationships are developed. 

Chapter Six empirically tests the conceptual framework by using an 'International 

Education' model of trade. This model is based on a review of a number of other 

regression models of international trade which have been used to identify: 1) the impact 

of immigrants on bilateral ttade flows (Gould, 1994; Head and Ries, 1998), 2) the hnk 

between intemational travel and trade flows (Kulendran and Wilson, 1998), 3) the role 

of international student flows on the acquisition and development of knowledge 

resources (McMahon, 1992) and, 4) the role of intemational student flows and the 

intemational student exchange network that exists in the larger context of global 

political and economic relationships (Chen and Bamett, 2000). The emphical test 

results indicate that overseas student flows from Thailand to Austraha have a significant 

economic impact on bilateral trade flows between the two countries although this 
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impact has a significant lag period from when the student studies in Australia and when 

they undertake some form of business activity. 

Chapter Seven details the survey design, questionnaire design and sampling 

methodology used for the intemational survey. Chapter Eight then provides a 

descriptive overview of Thai overseas student's study experience in Australia, and their 

business activity with Australia; and the role that their social network played in 

facilitating this activity. 

In Chapter Nine analysis of the survey data is conducted to test the hypotheses 

identified in Chapter Five. The data is separated into two groups. Entrepreneurs and 

Non-Entrepreneurs and a range of tests are conducted to determine if: 

• The attitude of the respondent towards their study experience in Australia affects 

the likelihood that they will become an Entrepreneur or a Non-Enttepreneur 

after they complete their studies. 

• The extent to which the leisure time spent with Austtalians impacts on the 

likelihood that the student will return to ttavel in Austtalia after they completed 

their studies. 

• The amount of contact the stiident has with Australia after they complete their 

studies impacts on the likelihood that they will become an Entrepreneur or a 

Non-Entrepreneur. 

• The respondent's personal profile (age, sex and marital stattis) differs between 

Entrepreneurs and Non-Entrepreneurs. 
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10.3 Main Conclusions from the Hypotheses 

The focus of this research is to determine whether overseas student flows from Thailand 

into Australia are impacting on bilateral trade flows between the two countries and if so, 

what role are overseas student's social networks playing in this process. 

10.3.1 Impact on Overseas Student Flows and Bilateral Trade Flows 

In Chapter Six the long term economic impact of overseas student flows from Thailand 

on bilateral trade flows between Australia and Thailand is empirically tested. The result 

that overseas students do impact significantly on bilateral trade flows between the two 

countries is an important finding and raises a number of issues regarding Australia's 

current policy on overseas students as well as the govemment's trade policy. The 

finding that overseas student flows impact positively on long-term trade flows between 

Australia and the countries where the overseas student flows are originating, raises the 

possibility that overseas student policy could be used as a tool in Australia's ttade 

policy. 

By increasing overseas student numbers from a particular country, Austtalia is also 

increasing the future bilateral trade activity between the two countries. This issue needs 

to be considered in light of the current Australian Govemment Overseas Student 

Program (OSP) that allows overseas students to study in Australia. Any person that 

wishes to study in Austtalia is required to obtain a student visa before they can enter 

Australia to commence their study. In July 2001, the Austtalian Govemment created an 

assessment level regime which allocates different assessment levels determining 

eligibility for a student visa based on the passport held by the overseas student. As 

detailed by an Australian Government report (Department of Immigration and 
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Multicultural and Indigenous Affairs, 2003) the country/sector assessment levels 

assigned have been based upon objective criteria and objective data regarding the 

compliance of students from different countries and in different education sectors. 

Assessment level 1 represents the lowest assessment level and assessment level 5 the 

highest. The higher the assessment level, the greater the minimum evidentiary standards 

a student visa applicant has to satisfy in respect of criteria relating to financial capacity, 

English proficiency and other relevant matters. Assessment level 2, 3, 4 and 5 

applicants must make their initial student visa application while they are outside of 

Australia (see Appendix B for the Country Assessments Table). 

The main determinant impacting on what Assessment Level a country is placed in, is 

the tendency for students from that country to overstay their visas and/or seek refugee 

or permanent residency status. This is the main reason why China has been allocated 

Assessment Level 5, the most stringent assessment level. After the Tianemenn Square 

incident in 1989, large numbers of Chinese students sought to stay in Austtalia to avoid 

returning to China where the Communist Party limits the amount of individual freedom 

they can enjoy compared to Austtalia. As a result of this incident almost fifteen years 

ago, Chinese stiidents today find it very difficult to obtain a student visa to Australia 

given the evidentiary requirements needed at Assessment Level 5. The findings of 

Chapter Six poses the following question - 'What damage is being done to Australia's 

future bilateral ttade relationship with what will soon be the worid's largest economy, 

through its restrictions being placed on Chinese nationals obtaining education visas to 

Australia'? 
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If overseas students flows can be used as a trade enhancing tool, then relaxations in the 

Assessment Levels to countries who are, or who Australia would like to be, important 

trading partners with, could be an effective policy option. 

Another area in which changes could be implemented relates to the Austtalian Trade 

Commission, the govemment agency that receives over $350 million a year from the 

Federal govemment to promote Australian exports overseas and to attract foreign 

investment flows to Australia. 

An awareness program targeted directiy at overseas students in Australia, on the role of 

the Australian Trade Cormnission as well as information on Austrade branches in their 

home country, could help to generate an official network link that could be tapped into 

at a later stage in the student's career. There would be a large percentage of overseas 

students today who are finishing their studies in Australia, and are retuming to their 

home countries with no awareness at all as to who Austiade is, and what role they play 

in facilitating intemational ttade activity. 

10.3.2 Social Contact with Australians and Positive Attitudes Towards Study 

Experiences in Australia 

In Chapter Nine, data from the intemational survey is separated into two distinct 

groups. Those that had done some form of business activity with Austtalia 

(Enttepreneurs) and those that had not (Non-Entrepreneurs). The division of the survey 

data into two groups made it possible to test whether the amount of time that 

respondents spent with Austtalians differed between the two groups as hypothesized in 

Hypothesis Two. There is no evidence to support this hypothesis in terms of the type of 
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accommodation the student stayed in while they were in Australia. However, there is 

some evidence suggesting that the more time Thai sttidents spent with Thai friends as 

opposed to Australian or other nationalities, the less likely they were to become an 

Entrepreneur. 

This is an important finding and it highlights the strong need for universities to provide 

places, activities, events and various clubs and societies where overseas students can 

meet and mix socially with local students and other overseas students from different 

nationalities to their own. It is quite common for overseas students to go to Australia 

and to primarily mix with people from their home country. Hence, once they are 

outside of the classroom, they communicate in their native tongue and their ability to 

develop an international social network is severely impaired. By enabling and actively 

encouraging overseas students to develop a social network consisting of people from 

different nationalities, particularly Australians, universities can increase the likelihood 

of those overseas students undertaking some form of intemational business activity with 

Australia in the future. 

10.3.3 Attitude towards study experience in Australia. 

The third hypothesis which proposed that the more positive overseas students regarded 

their study experience in Australia the more likely this will lead to undertaking some 

form of business activity with Australia, provided an unexpected result. It was found 

that the more likely students are to recommend Australia as a good place to study to 

their friends and relatives, the less likely they are to undertake some form of business 

activity with Australia. This finding is puzzling and is quite difficult to interpret. It 

may highlight the fact that when there is an opportiinity to make money, people do not 
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care about their personal feelings towards dealing with a particular country. Hence, 

overseas students attitude towards their study experience in Australia becomes 

irrelevant if they identify a business opportunity that they beheve can be profitable. 

However, it would be interesting to investigate the results of this question further, and 

to source more information on those respondents who were Entrepreneurs but who did 

not have a particularly strong positive opinion on recommending Austtalia to their 

friends and/or relatives. 

This unexpected result was given further support by the finding that the less that 

respondents liked Australians, the more likely they were to become an Entrepreneur. In 

explaining this result, the same arguments as provided eariier apply, and again it would 

be interesting to research this result further 

10.3.4 Contact with Australia after returning to Thailand 

The results found that the level of contact with Austtalia after retuming to Thailand was 

statistically significant in two different areas. The first through the viewing of 

Austtalian television broadcasted by satelhte into Thailand and the second through 

contact with Austtalians in their present occupation. The fust finding highlights the 

importance of providing overseas students who have retumed home from studying in 

Australia, information on Australia and Austtalian events in a timely and easy to access 

fashion. The ability for overseas students to view Austtalian news and current affans as 

well as local Australian television programs enables them to constantiy update the 

market knowledge of Austtalia they developed during their study experience. This 

market knowledge may play an important role in identifying and facilitating business 

opportunities with Austtalia. 
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Given this finding, it may be worthwhile for the Austrahan govemment to review its 

decision to reduce access to transmission of Australian television into Thailand in 2002 

as it may be having detrimental effects on trade activity between the two countties. The 

government could undertake research on the impact that transmission of Australian 

television through the Australian Broadcasting Corporation in Asia may be having on 

social and economic relations with countries in this region. 

The second channel, through contact with Australians in their current job, is not 

surprising. If overseas students are working with Australians in Thailand they will have 

an automatic connection with these people due to their study experience in Australia. 

As both parties will have knowledge of both markets they are likely to be drawn 

together to facilitate various forms of business activity. Activities in Thailand that 

enable Australians and Thais who have studied in Australia to meet and communicate 

are therefore important to stimulating such types of trade activity. The Australian 

govemment through its Embassy and Austrade branches as well as various private 

organizations such as the Thai/Australian Chambers of Commerce, already offer such 

events in the Thai market, and they are important trade initiating activities. 

10.3.5 Travel Activity 

Conflicting evidence is presented in this thesis regarding the hypothesis that overseas 

students who travel more between Thailand and Austialia are more likely to be 

Enttepreneurs. No evidence is found that overseas students who traveled between 

Austtalia and Thailand during then study experience were more likely to be 

Enttepreneurs. However strong evidence is found that overseas students who traveled 

between Austtalia and Thailand after completing their study experience in Austtalia, are 
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more likely to be Entrepreneurs. This result is not surprising and could be biased by the 

possibility that some of the ttavel activity indicated by the respondent in the survey was 

in fact for business purposes. 

10.3.6 Respondent's profile 

The result that female overseas students are much more likely to become Enttepreneur's 

than Non-Entrepreneurs is an interesting finding and one worthy of further research. 

There is no obvious reason why this might be the case and hence this as one of the key 

research findings which requires further analysis. 

10.4 Contribution to Knowledge 

These research results provide significant contributions to the understanding of the 

dynamics and relationship between overseas student flows and subsequent trade flows. 

The research has identified multiple channels through which overseas students can 

stimulate trade activity and from this has developed a conceptual framework for the 

impact of overseas student flows on bilateral trade flows. The model developed in 

Chapter Five incorporated both the preferences developed for Austtalian products, and 

processes which can lead to increased international demand in the future, as well as the 

role that overseas student networks can play in initiating and facilitating trade activity. 

Through empirical testing, the long-term quantitative impact of overseas stodent flows 

from Thailand to Australia and subsequent bilateral ttade flows between the two 

countries has been identified. This can assist in quantifying the impact of changes in 

govemment policies in the international education sector on bilateral trade activity. 

Em,pirical testing was also able to identify the influential factors and relationships 
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within the flow of overseas stiidents to Austtaha from Thailand and subsequent business 

activity that is undertaken by these flows of students between the two countries. The 

findings can be used to assist educational institutions in developing appropriate 

channels through which the overseas student study experience can be as beneficial as 

possible towards stimulating future trade activity between Australia and Thailand. 

10.5 Research Limitations and Outlook. 

This research has identified the bilateral trade impact of overseas student flows from 

Thailand to Australia. The research has identified and quantified the significant trade 

stimulus that these flows are having as well as the role that overseas students' social 

networks are playing in facilitating such trade activity. During the research process, 

opportunities for further research were also identified. 

• This research concenttates solely on overseas student flows from Thailand to 

Austtalia. However, there are a number of countries within the Asian region that 

have significant smdent flows to Austtalia. Similar empirical testing as undertaken 

in this research could be done on these flows to determine whether a similar ttade 

stimulus is occurring within Austtalia's bilateral ttade relationship's with these 

countties. It would also be of interest to determine whether overseas student flows 

into Austtalia is impacting on bilateral ttade relationships between countries that are 

sending students to smdy in Austtalia. The research has identified that many Thai 

overseas smdents spend significant amounts of time with overseas smdents of other 

nationalities during their smdy experience in Austtalia. This may also be 

stimulating ttade activity between these countries. 

• Empirical testing on data gathered from the intemational survey suggests a number 

of surprising results including the negative relationship between Enttepreneurs and 

their opinion of Austtalians, as well as the sttong tendency for female overseas 
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smdents to become Entrepreneurs. To research these findings further, face to face 

interviews would be required to gain the insight required to better understand these 

findings. 

» A similar problem in identifying and understanding the role that overseas smdent's 

social networks played in initiating and facilitating ttade activity through the use of 

a mail out survey occurred. To better understand the dynamics of this process, face-

to-face interviews would be a more effective method to solicit information. 

• The survey with hindsight could have incorporated more questions on overseas 

students awareness of ttade enhancing activities of the Australian government 

including the Australian Trade Commission's role and operations in both 

Australia and the overseas student's home country. 

• The question in the survey regarding the smdent's choice of accommodation should 

have allowed respondents to place weightings on their responses if they had stayed 

in multiple accommodation types. 
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© 

Thai Overseas Student Survey 

For the Research Project 

"Modelling the Economic Impact of Overseas Smdents' Social Networks on 

Australia/Thailand Bilateral Trade Flows" 

isTsialEJiiajjlviEj 

by Declan McCrohan 

Victoria University 

Please retum the completed questionnaire in the reply paid envelope to: 

The International Program 

Santirat Institute of Business Administration 
138/1 Soi Paholyothin 24 Jatujak Ladyao Bangkok 10900 

Attention: Declan McCrohan 

Tel: (02) 9392850-6 ext. 402,403 Fax: (02) 5123723 

e-mail: Declan.McCrohan@vu.edu.au 

All Survey Information is Strictly Confidential 

ModeUing the Economic Impact of Overseas Students Social Networks on AustraUa/Thailand Bilateral Trade Hows 308 

mailto:Declan.McCrohan@vu.edu.au


Appendix A 3Q9 

• 

• 

Instructions 

finiiusjuilumiiinBuuuufiBu 
fiiw 

Please attempt to answer all of the questions in the survey. If you find you are unable to 
answer some questions, please complete the rest of the survey. 

If you wish to provide further information on any of the questions, please use the space 
around the question or the space given at the end of the questionnaire. 

MTfimu5iB4fiijlMiIaj4amjjmjjluu^s)SifiTmi^n^mTl?i'ua«aa4uwu^in^^ 

The questionnaire should take you approximately 15 minutes to complete. 

On completion, please remm the questionnaire in the reply paid envelope within 10 days, 
or hand back to the interviewer. 

wmmmmunumm\.ih nmTa^imii^'Tn^uliJ^njJMguluviuiiiinmtilu 10 
iuvi1a?i~a^ulvinywa§sifntim 

• The information you provide is strictly confidential. No information will be released in a 
way that would enable you to be identified. 

• Please note that participation in this survey is not compulsory. 

uiiusiBUfTiwumaLJnyfnTwas^fnli) W'nlgi'^iJUUiJSiaufnjjwaviSljjsitiufiimiil^' 

• If you have any queries about the questionnaire, please contact: 

vnnw'ijas(-4^0Llij;m'3l<?imtnnuttuu^aumwu n'lfuif ^sianu : 

Mr . Declan McCrohan Tel: (02) 9398250-6 ext. 402,403 
e-mail: Declan.McCrohan@vu.edu.au 

or 

Dr Donald Feaver Tel: (613) 96885005 
e-mail: Donald.Feaver@ vu.edu.au 

• If you have any concerns about the manner in which this research has been conducted, 
please contact the Human Research Ethics Committee at the following address: 

vnnvnufl'iJDSi^^uifiEnnulsm'jmllo nimiigi^ia Human Research Ethics Committee 
«njj^ao '̂TUsn-3u 

The Secretary, Office for Research, Victoria University, 
6 Geelong Road, Footscray, Victoria 3011 

Tel: (613) 96884710 Fax: (613) 96872089 
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If you wish to receive a summary of the results of this survey please attach a 
copy of your business card/address. 

Attach your business card or write your 

address here 
snMiu«i9iun}4iJ9niit) 
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SECTION 1: YOUR STUDY EXPERIENCE IN AUSTRALIA 

1.1 How many years did you: 

iilunannfl^fifulsii: 
Study in Australia? 

Live in Australia? 

1.2 What year did you complete your study in Australia? 
f)n4^niiDfn"5^nU'ni)nniJ'5:;ivifiaBgim'xiaulufll̂  

1.3 Please tick the appropriate box. 
n'siunliiifiia'JviJjnonnii^'luTJa'j^ivim^siw 
Were you a: 
fifuiflu: 

Student sponsored by the Australian Government? 

Student sponsored by the Thai Government? 

Student sponsored by yourself? 

Student sponsored by family or friends? 

un^nifiMl^'ium^iJUDauuvi'vi^'ium'Jwuiiififi'XBUfiiiuasmBu D 
Other, please explain 

1.4 What course/courses did you study in Australia? 
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1.5 What type of accommodation did you stay in when you studied in 
Australia? 
Please tick the appropriate box. 
iJismviTJiMvlwnvifimBn«OBqTiiu^vi^n»nBijluiJ's^iviPiBBfii«n'sia£j 
(ninn'lfimiiMVimutifiSNluTiiMMmw'ijjfJw) 

Homestay 
« «=. I I 

fiiaufniTniBBeii^niao •—' 
University Accommodation 
MBwnun^ni*nTiB>i>Jvnivionao D 

By yourself 
wnBiî iuifiu') '—' 

With relatives 
wfiBiJniJfyn̂  CH 

Share accommodation with Thai friends 
wniinnumBuunnDulvio D 

Share accommodation with Australian friends 
wniiwnumBuunnuuBBsimiiao • 

Share accommodation with overseas friends 
wniiwfJUiwBUuniiDUTJn̂ i'VJTn̂  • 

Other (please explain) 
iw} (fTsmiaSintJ) 

1.6 How much of your leisure time did you spend with each of the following? 
Please tick the appropriate box(es) 
f]ml'tfnsniTj'lunTjmni)n'5W«>Ji nuiwaun winuBumtwl^ 
(n'swi'lsimiB^JMmofjnsi-j'luTiiMvimjjnjJfiw) 

Thai friends 
iwauimliitj 

Australian friends 

Friends from 
other countries 
mBu^nniJ'ssjmfiaun 

None 

1 

• 

• 

• 

2 

n 

• 

n 

Some 

3 

n 

D 

n 

4 

• 

D 

• 

Most of 
the time 

5 

D 

D 

D 
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1.7 Whilst studying in Australia, did you return to Thailand for a visit? Please 
tick the appropriate box. 

mnnlsJmlB^viwiunnsMlu iJB-jviiviwn ŝiw 

Yes 

nau 
No 

If yes, how many times did you return to Thailand? 

sinnau fiiulwInauliJiJ'ssjivifilviofifil^ 

1.8 What did you think of the support services offered to International students 
at Victoria University? Please tick the appropriate box. 
«im^9»inniiu^milvifiinwTiioiviaBiinunnuuTini«^T>JTJn '̂UB'5Wvi'iivimau Victoria 
li^uBun^l'siJi'j 
fnnnleimiB'Jviwiofina'sluTiB'jviiviwntsiu 

Poor 

l}4lliao 
1 

• • 

Average 
iliunaTi 

3 

• • 

Excellent 

liwnn 
5 

• 

1.9 You would recommend to your family or friends to study in Australia? 
Please tick the appropriate box. 
fiw^$i'3n^^uusjunfi'SBiJfiiivilBmBU'UB'jfiiuwn^ni*nMiJ'x:;ivifiBB?)m'siau 
n'SftnlsimlB^vi>Jionna '̂luTiB>iviivim^aw 

Strongly Agree 
Disagree 

1 2 3 

Strongly 
Agree 
mu îioBtJ-vjO-̂  

5 

D n n • D 

1.10 You regard your study experience in Australia as a positive one. Please tick 
the appropriate box. 
fiw^?j'indi:;aummlumisi1uuMiJTi:;mfiBBam'siatJiilui]is;«iiJmmM^yi^aum-5mM 
w n-snnlsiifilB^JViJjnDnn 
a l̂uTJB ĵMmmseijj 

Strongly 
Disagree 
Iwrnu^iioBtin-Jik 

Agree 

3 

Strongly 
Agree 
IMU^ilOBU-VlD^ 

• • • n n 
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1.11 How do you feel about most Australians you met whilst studying in 
Australia? Please tick the appropriate box. 

ninnlfUfnB^Jvimtjnna^lu 

Disliked them 
a lot 
luHBLiiau 

• • 

Liked them 

TJBU 

3 4 

Liked them 
a lot 

TJBumn 

5 

n n n 

1.12 How friendly did you feel most Australians you met whist studying in 
Australia were towards you? Please tick the appropriate box. 

'nwiflunuiB>inijfiiu 
HinuBomtwlpjn'snn'lamiB^MmiJiina^'luTJB^iviivwjijjsiw 

Very 
unfriendly 

Friendly Very 
friendly 

n • n • • 

1.13 What did you like most about Australian people? 
B^lwf\m'MBUj>nnM«i^muinuTniBBsii«n'5iao 

1.14 What did you dislike most about Australian people? 
B^l-snfifulwTJBumnMSf^moQnuitfmaBHieTsiao 

1.15 Have you in any way kept in touch with Australia since you returned to 
Thailand? Please tick the appropriate box(es). 
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iBvifiwl^umiw^^iBniJTJniBBam'sifiumBnauiJ'SiJivifilviouai 
fi'SftnlamiB^vimonna^luTiB^Mivimijeiw 

By writing to friends 

iiiuu^^ivimommBU • 

How many times per month? 

iliBuasfifii'i 

By writing to University Staff 

iTJDUtj^Mwiomi^iviuiMiJvnivionatj • 

How many times per month 

mBua;jfifii-3 

By reading Australian newspapers 

BnuMU-j|lBwwviuB-4iJ's^mfiBBai?niau [—| 

How many times per month 

iliBuas;fifî ~J 

By watching Australian TV 
^jnufiTsTvnvifiuTJB'iiJisJivifiaBsiismau • 

How many times per month 

iliBuasflfii-4 

By belonging to VUT's Alumni Association 
ii3ueiwn^nuB>5?iwifiJ4unnuuirinTja>j VUT • 

By belonging to a club/society in Australia 
iiOufiwî n'UB îsjlwsn/siwifiuluiJ'JSJivifiBBeiis '̂siao • 

Other, please detail 

au*! niiuTS^JiJ 

1.16 How many times per month do you come into contact with Australians in 

your present job? 
fiml«i^<?i9iBniJTiniBa?ii<niiaoluna^vimoinu>inuvifiwM^lud^tiijun^ 

Please describe in what type of situation this contact occurs. 
n'swnaBunosimum'sm f̂im«iiB^^?i<aaniJ'an'iaaf!im'xiau 
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SECTION 2: BUSINESS ACTIVITY WITH AUSTRALIA 

v\iuv\ 2: n^n^'3jjvii>i<5nu3'3n^nuiJ'5s^ivifie)e)^imiiiEi 

2.1 Since completing your study in Australia, have you been involved in any 
form of business dealings with Australia? (This includes activities such as 
importing or exporting goods/services, investing in Australian shares or 
property etc). Please tick the appropriate box. 

via^^'inMiiufn'x^fiU'iluiJi^m^aaam'siao 
fiml^^niuumill?i«iaviTii5inijniJiJi^ivifiBasji«n'siauvi1alw 
(nijniwvin-iBin^luMuiiiwn-^m'suimMlam'sa^aaniufiiniia^uimis 
fiTsa^viu'S'JWMuvilaviwEĵ uniJ 
imaafim'siay liDum) niftnliimla^vimufina^luTJa^jviiMwn^aw 

Yes I—I No I—I 

vn Iw mvn 

If yes, please describe what type/types of business dealings with Australia 
you have been involved with. 
mvin niwnaBijnoiJ'Js;mviTja^B'5ni)vifiiul̂ ^niuum's^^9ianuiJ'i:;ivifiaaam'siau 

If no, please go to question 2.11 

finlw mfUTiInwlilMfinfnwvi 2.11 
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2.2 Please estimate the value of your business dealings with Australia. Please 
tick the appropriate box. 

nmnfi'i^fij;mwafinTja>jmi?iniuuBini)ija^fimniJiJ's^ivifiaaeim'xielti 
nmnlfJifiia^Mmotjna^luTia^Miviwn^aw 

Outflow of funds from Thailand to Australia 
wuviulviaaanij'iniJ^^ivifilviOMmmu-jiJ's^mfiaaeii'Ji'iiau 

Less than 2 million baht 
uaun-in 2,000,000 unvi ^ 
Please approximate how much 
n'stuTssmnuiuwu 
Between 2 million baht and 4 million baht 
'SSJMi'M 2,000,000 - 4,000,000 uivi • 
Between 4 million baht and 6 million baht 
isvn-vj 4,000,000 - 6,000,000 unvi • 
Between 6 million and 8 million baht 
-ŝ MW 6,000,000 - 8,000,000 unvi • 
Between 8 million and 10 million baht 
-ssMW 8,000,000 - 10,000,000 unvi • 
Greater than 10 million baht 

mnmi 10,000,000 uivi • 
Please approximate how much 
n"S!UTs:ju?*nuiuwu 

Inflow of funds from Australia to Thailand 
Nuviulviai'U'imu-4iJ'5s;ivif(lvitĴ )iniJ'5s;infiBaFim'sia£J 

Less than 2 million baht 
uaon-in 2,000,000 unvi ^ 
Please approximate how much 

Between 2 million baht and 4 million baht 
-izvii-u 2,000,000 - 4,000,000 unvi O 
Between 4 million baht and 6 million baht 
-ŝjM-J-M 4,000,000 - 6,000,000 unvi • 
Between 6 million and 8 million baht 
ŝjvn-N 6,000,000 - 8,000,000 um • 

Between 8 million and 10 million baht 
-ssjMi-w 8,000,000 -10,000,000 unvi D 
Greater than 10 million baht 

mnnii 10,000,000 unvi • 
Please approximate how much 
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nifUTs^JUijnmuwu 

2.3 What industry were these business dealmgs conducted in? Please tick the 
appropriate box(es). 

iJ'5si/ivi^a^37n^Mfiml?i$iiiuum'jaon'Sfuilsimia^MKiionna^luTia^^ivi>jnj;aw 

0% 
1 

Agriculture 
mtwifi'S'sw • 

Manufactured Goods 
iumMwrfnw • 

Financial Services 
nTsuifiTJvn-inTJww • 

Tourism 
nTsvia>jî oi • 

Property 
aa-5vniwviivio r—n 

Other 

B«i • 

If other, please explain 
au»i nimiaSinu 

25% 
2 

• 

n 

• 

• 

D 

• 

50% 
3 

n 

• 

• 

n 

• 

• 

75% 
4 

• 

n 

• 

• 

• 

n 

100% 
5 

n 

n 

• 

n 

• 

• 

2.4 When conducting business dealings with Australia, with whom did you 
conduct the business transaction? Please tick the appropriate box. 
ma9iia>ĵ ?»«naB'smnuiJ'ss;ivifiaa8jm'siatj fiml«i^9i«^anTSfinnulfn 
nmnlsiifila^iviwnoiina^luiJa^vimwi^siw 

A Thai contact in Australia 

TnilvioluiJ'Ss;ivi«iaafii« '̂siao • 
An Australian contact in Australia 

'Mnaasrm'siauluiJ'x:;m«aasim'siao • 
An Australian contact in Thailand 

Tinaagim'siatjluiJ-s^mfflvio • 
A Thai contact in Thailand 

Other, please explain 
au*! n-innaBino 

n 

2.5 How did you initially make contact with the person you dealt with? Please 
tick the appropriate box. 
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flmi1ij^?j«ianuuflflaMflm«?i«^amwnijfl«aulufii3ii'snl9iiau'Ml's 

Through a Thai friend • 
muvi'viiwauTnilviu 
How did you know this person? 
f)su'5?nnuijfifiaul?iiau'Nl'5 

How did this person know the person they recommended you deal with? 

iwauTia-jfimi^nniJijfifiaviiTjnuu^unlMfiw's^filsiau'Ml's 

Through an Australian friend 
muvi-MiwauTmaamw'siaD • 
How did you know this person? 
fltu's^nnuijfifiaul^'ao'vjl's 

How did this person know the person they recommended you deal with? 

ii^auija-^fiiu's^nnuiififiaviiTJiuu^ui'lvifitu's^nl^iiaiJ'wlT 

Through a business referral 
muvn>inTsuu^uivn>JB'sni) • 
Through a family member 
muvii^fiwi^n'lufi'saufiii • 
Through a work colleague 
muvn-imau'siw^jnu D 
Through a club/society/sporting/church group 
wiuvin-4ni'siTJ'iii3ufiJjî nTja^?jlwsiVsiJ4nf)jj/siwifi»jnTinWi/luan • 

Please explain 
n-siuTs îj 
Other, please explain 
iw] fTsiuiaSuno " 

2.6 Your study experience in Australia was the main reason why you did some 
form of business activity with Australia. Please tick the appropriate box. 
iJ'SjjgfUfiTSfUMflful̂ ^nm'luiJ'ssiivifiaBSiiQ îiao 
iiGumQ^wavianMvinlMfifuiJ'SJjriaiJB'sn^nuiJ's^Jivifiaasim'siao 
n'siunlsimia4Mmoiina'iluTia^vimwit«Jw 

Strongly Agree Strongly 
Disagree Agree 

1 2 3 4 5 

• • • D D 
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2.7 You will continue to do some form of business activity with Australia in the 
future? Please tick the appropriate box. 
fitUi):;tM?MiJ'5:inauB'sn?nuiJ's^mpiBasim'5iao^aliJluauifi9i 
miuiliimla^viJJiufina-jluTJB^fiiMm^siw 

Strongly Agree 
Disagree 

Strongly 
Agree 
iMu îiioau-wtk 

• • • • • 

2.8 Please complete the following sentences: 
ninnaBunoiT aslwa : 

The best thing about doing business with Australians is 
fkM^visJwvlfiml̂ iliiĵ innm'svilwivinB'sniinuTiiiaasjm'siao 

The worst thing about doing business with Australians is 
§^Miai'xnoM»i?ivifiml?iiiu înmivil?ivin3'5fit)nuTin')aasim'siflo 

2.9 By doing business with somebody that you knew through your social 
network, you: ^ ^ « „ 
vinnfiml«ivin3ini)niJUfifiavif)W'5?nm£Jlu8[>jfiwi?i£JinunufifUfifUt):j 

a) were more easily able to gain access to information on market 
opportunities ^ 
l<piiuTjajjaino')nuTamsiyi'Mnm9ian?ii?j>)itJ'iJU 

Strongly Agree 
Disagree 

Strongly 
Agree 
iMu§iiiuau'w&4 

• n n n n 
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b) were able to conduct business more efficiently because you could 
more easily trust the person you were doing business with 
unwTJtivinB'jniil^iiay'wwiJ'ssfviB/inwHinw 
iua^innf)wlTlDijfifiaM«mw3'5nti«')£j 

Strongly Agree Strongly 
Disagree Agree 

1 2 3 4 5 

• • • • • 
c) were able to reduce the transaction cost incurred due to a reduced 

need for legal contracts and documents 
fnm'5fia?ifiiltiiJnulum's^?i«ia3'5nD 
ma^i)nnfiiiw^iii3u'lum's^5»?iamuinuafy!ynvi'vingviwiu 
ua îan?n'sa<^ua£ja>] 

Strongly Agree Strongly 
Disagree Agree 
lj4mu?ii'mam>jti-i mu^io ivlu^ioau'vid^ 

• • • n • 
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d) felt uncomfortable complaining to the person you were doing 
business with if their performance was not up to the standard you 
desired 
'sinlwfi:;5nnliiviiis«nMuiJfifiaMfiwvii3inij«ii')o 
iwaiJ'ss§ii3jnwnTsvi'Mnuua>3ij?if\auuli4i«ii9nw 

Strongly Agree 
Disagree 

strongly 
Agree 
iMu^iiuao-Mfrj 

• • • • n 
2.10 Please complete the following sentences: 

ninnaSuioiT asjl-sfla: 

You prefer doing business with people inside your social network because 
fifUTJaiivin3'sni)niJUfif\aviadfntjluW')?iwilluinunu«imiua>jijnn 

You prefer doing business with people outside of your social network 
because 
fimTiauvi°n3inH)nuufi«iaviliJl^afJmEjlu#^«iwmtiinunufimiua^i)'in 

2.11 How often do you buy Australian made products in Thailand? Please 
tick the appropriate box. 
fim^Bwa«ffm^'ija>jiJxmflaasii«^'5ia£j'luiJ'j:;ivifilv)tJija£jfiijiw£j-il?i 
mnnlsiifila^viwnofina^iluTia^vimmjjfiw 

Never 

1 

Every week 

" 2 

Every month 
viniHau 

3 

n D n 

Every year 
Vjflfl 
4 

D 

If you do buy Australian products, please give details of what type of 
products you buy. 
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vnnfifu^awawfjfU'wuB>JiJ'5j;ivifjaaf}i9)'jiau 

2.12 How many times have you asked someone who was travelling between 
Australia and Thailand to buy products for you? Please tick the 
appropriate box. 

f)mTjalHWMi«UMT^lywii:;M'iT^y'5^ivjfjaam«ii§oiia:;lviu^awa 
lAi amw'siao'lvififufifjij 

fTSftnlaifila^MmDnna l̂uTJa-^viiMm^siw 

Never 

Iwmo 

0 

Once 

vid^fii-^ 

1 

Twice 

sia>ifii>i 

2 

Three 
times 

3 

More than 
three times 

4 

• • • n n 
What type of products have you asked someone to buy for you? 
wa9ifiiu«»iiJi5;mvi'l?ivi«iWTjalviiiififiauu^alviifitu 
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3.1 

SECTION 3: TRAVEL INFORMATION 

muy\ 3: uas^^intiinufnm^uvn^ 

Have you visited Australia since graduatmg from Victoria University? 
Please tick the appropriate box. 

Ma^Dnni)um^^nu-niiaTfiful«inaumMiJ'J!;ivifiaaai9i'siauanvi1alH 

Yes No 

nau • Iwl^ilnaa 

If yes, how many times? 

mnaufifunauwnMiJi:;mf!aB5fW'sia£jf!fii^i 

3.2 For what reason/reasons did you return to Australia? Please tick the 
appropriate box. 

m«^wa^naumMiJi^iMfiaasimiiauanf)i>jnmilslm1a^Mjji£inna^luTJa>iMiMwi:;8iw 

Holiday 
wnwau CH 

Business 1—1 

Visiting friends/relatives 
loowiwau/fyiw CH 

Other, please explain. 
au*! fi'smnaSuno 

3.3 How many people travelled with you to Australia? If you have travelled to 
Australia more than one time please give details for each trip. 
minau*4iiJ'5^iiifiaaai«i?iao'i)a>3fimwwiwuvi'MwiniJf)mnvinu 
vnnfifunaumwiJ'Sjjmfiaafim'siayjJinn'ii 
MU>Jfil>jnmni:;iJiiuaj;iao5iija>jni'5i^uvi'Nnaum'luima^fiij?i'jo 

Trip 1: 

Trip 2: 

Trip 3: 

Trip 4: 

Trip 5: _ _ _ 
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3.4 How many days did you stay in Australia? If you have travelled to 
Australia more than one time please give details for each trip. 
nnil«iimvinaifluviil's^ivi?iaafim'siaofi1u 
vnnfifunauwiviiJismfiaaeim'siaumnfnnviU'ifiTjn'smTssJiJ 
"snoa^iao?»Tja>in'nmuvi'wnaijmluimas«i^?lio 

Trip 1: 

Trip 2: 

Trip 3: 

Trip 4: 

Trip 5: 
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4.1 

4.2 

4.3 

4.4 

SECTION 4: RESPONDENT INFORMATION 

^lu^ 4: mu^mu^i 

aio 

D 
Under 25 
«^inii 25 

• 
Sex/ 

m?i 

• 

What 

41-45 

Male • 
ISIU 

n 
26-30 

n 46-50 

Female 

Mfg>l 

is your marital status? 

fimumvifM'inu^^ 

• 

What 

aiKw 

Married 

im-j-jnuiiai 

n n 
31-35 36-40 

n Over 50 

mnmn 50 

1 I Not married 

is your occupation? 

4.5 What is your parent's occupation? 

anHwua^jflpniiaswTs^i 

Father Mother 

FURTHER COMMENTS 

If there are any other comments you would like to contribute to this survey 
regarding the questionnaire or the topic, please do so below. 
Min<aa^miisiuaflinHfl5jmuiviwi^wlusiiuMmoi^'a^niJfnmwMi^ 
ii)d! fnmniHtJUfmijfl^jmu Tia>jfima l̂uwu^TV3?iiTua'V3U 
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APPENDIX B 

Country Assessment Levels 
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Student Visa Countiv Asscisment l.esels 

1 No'.cml.K*r 2VA)1 
\ isa Suhcia'ss 
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ducur'L'ns 
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idicilef. coaiitr£r?-s<;<.!o;-s \vha-t ca;,el<!Kd is siibjce; W ;Kld:!!oi!.i; nrimnonnj: 
Coumries not Hsiedaie \!.-
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Suuk'rit Visa Counin- ANsessmcnl levels 
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