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RECRUITMENT AND FINANCINC OF CANDIDATES TO
STUDY OVERSEAS: THE CASE OF MALAYSIA AND ITS

IMPLICATIONS FOR AUSTRALIA

DON SMART

1. Background to Malaysia's Expanding Demand for Overseas Study

Despite its relatively small population of 16 million, Malaysia has in
excess of 60,000 overseas students - perhaps the largest single
national overseas student population in the world. This is the
outcome of Malaysian history - for Malaysian society, politics and

hence educat, ',. policy are the complex products of its colonial and

multi-racial heritage.

To oversimplify, the 13-State Malaysian federation came to
independence in 1963 with a population mix* not greatly different
from what it is today - roughly 60 percent indigenous Malay or
Bumiputera (literally, sons of the soil), 31 percent Chinese and 9
percent Indian (MP Research Report No 66: 37). Significantly, the
bulk of the Chinese and Indian population is the product of
comparatively recent .mmigration, during the late 19th and early
20th century.

The New Economic Policy
Although the Malay population has dominated in politics since
Independence it has had a disproportionately small stake in the
ownership of capital and business and in the professional and
wealth-generating occupations in society. Consequently, following
serious racial riots in 1969, the Malay leaders embarked on a
deliberate New Economic Policy (NEP) designed to "socially
engineer" a more unified and equal society through the

* I have excluded Singapore which was only in the Federation briefly ,1963-1965).
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"elimination of poverty and of identification of race with economic
function" (IIEP 66: 41). Education has played a critical role in the
NEP. A deliberate process of positive discrimination in favour of the
Bumiputera has seen the proportion of Chinese places in Malaysian
universities decrease from 48.9 percent in 1970 to 29.7 percent in 1985

while that of Bumiputera increased correspondingly from 40.2
percent to 63 percent MEP 66: 96). By 1985 Bumiputera students thus
occupied the vast majority of student places in all Malaysian tertiary
institutions. As part of this process of "Malaysianisation", English
was phased out as the language of instruction in favour of Bahasa
Malaya. This policy was completed in 1983.

These two policies have largely been responsible for the generation
of the massive demand for overseas tertiary education by Malaysian
Chinese and Indian students. Although the local university system
has expanded rapidly in the past two decades, from one university in
1969 to seven in 1987, the demand for places has continued to
outstrip supply by an enormous margin. Dhanarajan (1987)
estimates that only 15-20 percent of demand is currently being met.
In 1987 there were 27,658 applicants for 9598 first-year places in
Malaysian universities. Only 35 percent of applicants could be
accommodated locally and the Bumiputera policy guaranteed that
only a minority quota of such places would go to the strongly
education-oriented Chinese. It is this situation which largely
explains why the majority of Malaysia's 60,000-plus overseas
students are Chinese, most of whom are privately funded. The US
alone had some 24,000 Malaysian tertiary students in its institutions
in 1986 - up from a mere 4000 as recently as 1979 (MACEE 1986: 1).

The numbers in Australia have also increased rapidly in the 1980s
and we now have approximately 11,000 Malaysian students in our
secondary and tertiary institutions. This constitutes just over half
tile total overseas student population in Australia and the vast
majority (over 90 percent) are subsidised Chinese-Malaysian
students.

5



2. Background to Australia's Overseas Student Policy

Overseas students in Australia constitute roughly the same
proportion (4%) of the total higher education population as in the
US and UK. From 1950 the Colombo Plan provided aid-related
scholarships to selected ('sponsored') students whilst private
overseas ('subsidised') students paid fees on the same basis as
Australian students. When the WIlitlam Government abolished
tertiary tuition fees in 1974 (we still have free tertiary education for
Australian students) it put a ceiling of 10,000 on the number of
overseas students (Throsby 1985). Growing dissatisfaction with the
effectiveness of this policy as 'aid' and its tendency to be exploited for
immigration purposes led the Fraser Government in 1979 to
introduce an Overseas Student Charge (OSC) set at 20-30 percent of
the 'full-cost' of education. Continuing dissatisfaction and concern
resulted in two Commonwealth Reports (Goldring and Jackson)
making somewhat conflicting recommendations on overseas
student policy to the Hawke Government in 1984 (Boyd and Smart
1987: 30). To oversimplify, whilst Goldring saw education of
overseas students primarily in 'aid' terms, Jackson placed much
more emphasis on 'trade' and encouraged unrestricted access for
full-fee paying overseas students as a market based export (Throsby
1985). In early 1985 the Hawke Government sought to reconcile
these conflicting recommendations with a new policy which
established three categories of overseas students:

(i) the traditional 'sponsored' category largely under the
auspices of the Australian International Development
Assistance Bureau (AIDAB) (quota)

(ii) the traditional 'subsidised' category paying the OSC (quota)

(iii) a new full-fee paying private student category which had only
to meet academic entry requirements and demonstrate the
capacity to meet the full fee cost (no quota).

6
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At present there are around 14,000 'sponsored' and 'subsidised'
overseas students in Australia just over half of whom are Malaysian
(McCulloch 1986). Overseas students paying the OSC based on a
notional full cost of $10,000 per annum will pay $6,000 (60% of full
cost) in 1988.

The Dramatic Shift to Full-Fee Marketing
Undoubtedly, it is the new full-fee paying category of overseas
students which is about to undergo dynamic growth in Australia.
The serious deterioration of Australia's international balance of
trade since 1985 has been accompanied by a deliberate Hawke strategy
to capitalise on 'export of education services' along the lines
recommended in the Jackson Report (Smart 1986). Full-fee paying
overseas students meet the full commercial cost of their education
which varies from around $6,000 in cheaper disciplines to possibly
$15,000 or more for Medicine or Veterinary Science.

Since October 1985, Australian tertiary institutions have responded
rapidly to the Government's new policy encouraging them to recruit
full-fee paying overseas students. For example, whilst in 1986 only
six Colleges of Advanced Education (CAEs) and one university
offered full-fee courses for overseas students, by 1985 the number
had increased to 22 CAEs and 13 universities (Ryan 1987). As a result
the number of tertiary full-fee paying overseas students in Australia
will have increased from around 500 in 1986 to about 2,000 in 1988
and is likely to keep escalating at an impressive rate. In 1989,

Australia's first private university, the Bond University, will enrol
its first overseas students and a number of other private tertiary
institutions are being quickly established with a view to tapping into
this market. A similar rapidly expanding market for overseas fee-
paying students is emerging in Australia in the final two years of
secondary school and already many public and private schools are
expanding their intake of such students. In addition, of course,
Malaysian students are able to prepare for and sit South Australian
and Western Australian exams in Kuala Lumpur through
arrangements with Taylors College and Exim.
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3. Australian Recruitment of Malaysian Students

1. Sponsored and Subsidised Students
The Australian Government has an overall quota on these two
programmes of approximately 14,000 overseas students
(McCulloch 1986). In addition, to reduce the tendency for
overseas students to concentrate in particular campuses, its
March 1985 policy introduced general rules preventing any
institution from having more than 10 percent overseas students
in total and more than 20 percent in any one course. No quotas
apply to the full-fee program.

Malaysian sponsored students are of two types, those funded by
the Malaysian Government and those funded by the Australian
aid program. Both are administered by AIDAB. In the
subsidised (OSC) program students apply through the Overseas
Students Office and they must compete for admission on the
basis of ability and country quotas set by the Australian
Government. A problem which emerges in this respect is that
Malaysian students are in the majority in both the sponsored
and subsidised programs. In recent years, some Australian
policymakers have argued that these two aid programs should
give greatest assistance to the poorest countries in the region
and that on this basis Malaysia should not receive the lion's
share of the aid (Jackson). Undoubtedly, the gradual moves by
the Australian Government over the last three years to increase
the OSC from 35 percent to 60 percent of full cost have been
motivated by such a view.

However, these sharp increases in the OSC have brought
outcries from individual Malaysian students, the Malaysian
Government and the Malaysian media. Nor has the adverse
publicity within Malaysia relating to recent cases of Australia
deporting students who have persistently failed to pay their
fees, done much to foster Malaysian-Australian relations - the
specific purpose of the whole aid program. Amongst those in
Australia who favour the 'aid' rather than 'trade' approach to
overseas study, there is considerable apprehension that as the
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Hawke Government continues to hike the OSC to the point
where it approximates the full-fee, the distinctions between the
two categories will disappear and Australia may abandon or
substantially reduce its education aid program (McCulloch
1986).

2. Recruitment of Full-fee Paying Students
Whilst the Australian Government has now established an
Overseas Students Office in Kuala Lumpur and appointed two
or three marketing and recruitment officers within Austrade
(formerly the Australian Trade Commission), it has generally
encouraged ,a free market approach to recruiting overseas
students among Australian institutions. Thus, to date, each
institution has tended to 'do its own thing' and there has been
no equivalent of a cooperative coordinating body such as the
British Council or the Malaysian American Commission on
Educational Exchange (MA,CEE) in Malaysia. Whilst some
tertiary institutions use Austrade or the Western Australian
Government's Exim Corporation as their agent, many have
appointed local Malaysian education recruitment companies as
their agents. These agents typically charge both the institution
and the client student for a successful 'match'. Such agents run
regular advertisements in the media and arrange and publicise
itineraries for 'recruitment seminars' and interviews by
representatives from the Australian institutions when they
come on 'recruitment missions' to Malaysia. There has also
been a rapid growth of 'Education Fairs' often organ;sed by
Austrade. Such fairs often attract 15 or 20 Australian
institutions and thousands of students. Whilst in Malaysia
recently I encountered many people who argued that Australia
badly needed the equivalent of a British Council or MACEE to
act as a clearinghouse for information and to exercise a degree of
supervision over some of the less reliable agents recruiting on
behalf of some institutions.
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4. Matching Up the Malaysian and Australian Pictures

Malaysia's large and growing demand for overseas student places
creates problems as well as opportunities for both Malaysia and
Australia. In the first place, Malaysia exports massive funds to cover
the costs of its 60,000 overseas students. Malaysia's 'cost' is
Australia's potential 'benefit' as Australia now seeks to tap into this
'export market' by recruiting full-fee paying students.

But there are problems for Australia. Already, Malaysia's roughly
8000 tertiary students in Australia (most of whom come under the
sponsored and subsidised 'aid' programs) constitute more than half
of all overseas students in the country and their concentration on
some campuses and in some faculties has been a cause of concern.
As Australian local student demand continues to outstrip supply in
Australia's financially hard-pressed public higher education system,
the competing demand to expand full-fee paying overseas student
places, and the financial incentives to the institutions to give such
places pr,ference, is a potential source of conflict and ill-feeling. On
the other hand, the emergence of a number of private tertiary
institutions to specifically cater for this overseas demand may assist
in alleviating such tensions in the slightly longer run.

Malaysian Costs - The Search for Cheaper Solutions
The magnitude of Malaysia's overseas student phenomenon and its
cost must be issues of considerable concern to the Malaysian
Government. In effect, for every two students obtaining a degree
locally (total Malaysian university population 40,000) there are three
being educated abroad (60,000). The Malaysian Government
currently spends about 10 percent of its GNP on its seven
universities (Dhanarajan 1987). Thus between 1981-1985 it spent a
total of $A1.5b on the local universities. By comparison, every year
the economy of Malaysia transfers over $A1.7b abroad to meet the
costs of its students overseas. About half of this is spent by the
Government sponsoring Malaysian students overseas and the rest by
private individuals (Dhanarajan 1987). This makes a substantial
contribution to Malaysia's balance of trade problem. Undoubtedly it
is the growing realisation of the immensity of this cost, together with
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the present economic recession, which has recently led the
Malaysian Government to substantially reduce its program of
sponsored overseas studentships and simultaneously to encourage
the rapid expansion of the more economical 'twinning' concept - a

promising concept discussed further below.

5. Overseas Student Costs in Australia

Dhanarajan (1987) has estimated that approximately $A1.7b flows
annually out of the Malaysian economy to meet the tuition and
living costs of its 60,000 overseas students. It is not clear on what
basis this calculation is made but the average cost ($A28,000) seems
very high - at least by Australian standards. There is no doubt that
the downward movements in the Australian dollar over the past
two years have increased Australia's competitiveness (particillarly
against the United States and the United Kingdom) as a potential
destination for overseas students.

In determining the annual Overseas Student Charge (OSC) to be paid
by subsidised students ($6,000 in 1988), the Australian Government
works on a notional full tuition cost of $10,000 per annum. If we
assume this to be a reasonable estimate of average tuition cost and
we add the Overseas Student Office's estimate of annual living
expenses ($8-9000) then tuition and accommodation in Australia
come to about $19,000 per annum. If we add on a return airfare (say
$1000), then all-up costs come to approximately $A20,000 per annum.

When we realise that even the wealthiest Malaysian racial group,
the Chinese, had only a mean annual family income of $A10,602
($M18,024) in 1984 (Dhanarajan 1987), it is obvious that only a very
small wealthy group in Malaysia can afford $20,000 per annum for
full-fee paying study in Australia. Not surprisingly, the combination
of continuing high motivation amongst Malaysians for overseas
education, serious economic recession and the aggressive
competition amongst foreign tertiary institutions for a slice of the
Malaysian full-fee market has impelled the search for cheaper
educational solutions.
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One such solution which is growing rapidly in popularity is that of
twinning or joint-degree programs between Malaysiar and overseas
tertiary institutions.

6. Twinning: A Promisirg Model for Overseas Study

In the past fow or five years as the Malaysian demand for overseas
education has escalated a number of 'twinning' developments have
emerged. In the last 12 months, in particular, twinning
developments with Australian institutions have proliferated.
Twinning in its purest form involves a joint degree program where
the Malaysian student completes and is awarded an identical degree
from the overseas university, after having undertaken the initial
year or two years of his/her degree in the Malaysian 'twin'
institution. The potential advantages of this approach are manifold.
First, it has the capacity to reduce the total costs of a foreign degree by
over one-third with associated benefits to the individual and to the
Malaysian economy. Second, by keeping student' :n Malaysia for an
extra year or two years until the- re more socially and educationally
mature, it reduces problems of cultural adjustment and academic
failure. Third, from a Malaysian perspective, it provides the
opportunity not only for including relevant Malaysian elements in
the early part of the degree curriculum but also reduces the problems
of loss of commitment to the home country whicf is a major
problem acc-,:mpanying long stays overseas. Naturally too, the
existence of the Malaysian twin institution creates academic jobs in
Malaysia and promotes the expansion of higher education within
Malaysia. Amongst the best-known of the recent twinning
arrangements are the Taylors College-Royal Melbourne Institute of
Technology and Sunway College-Curtin University of Technology
Bichelor of Business (Accounting) Degree programs. In December
1987 the University of Western Australia announced the
commencement of twinning degree programs in economics,
commerce and science with Sunway College. Students undertaking
these programs will save $10,000 by cc..npleting their first year at
anway College.

12



To illustrate the potential cost savings let Its take the figures
provided by Sunway College for the Curtin- Sunway Bachelor of
Business (Accounting). Sunway's figures for Australian cost of
living seem seriously underestimated so the savings are probably
less than indicated. If a Malaysian student undertook the full three
year program in Australia at Curtin he/she would pay annual
tuition fees of $7,500 and living expenses of $4,000 for a total cost of
$34,500. Under twinning arrangements the student can undertake
the first two years at Sunway for a total cost of $13,083 and the final
year at Curtin for $11,500 for a three year total cost of $25,583 and an

overall saving of $9,000.

The major misgiving which many academics express about twinning
relates to maintenance of academic standards. Provided the
twinning institutions - and the Australian degree-granting
institution in particular - take adequate step to protect their
reputations by ensuring quality teaching and assessment in Malaysia,
then twinning seems assured of a bright future. It should be added
that the biggest Malaysian twinning venture so far (involving over
8000 students) is one negotiated between the Malaysian
Government's Mara Institute of Technology and a consortium of
seven mid-western United States universities.

7. Concluding Observations

At the present time, it is clearly perceived by the governments of
both Malaysia and Australia to be in the interests of both countries
for Australia to continue to accelerate its provision of higher
education for Malaysian students. Malaysian higher education
institutions clearly will not be able to cope with more than a small
proportion of the local demand into the foreseeable future and the
Malaysian Government seems resigned to an acceptance of the high
economic costs of meeting this demand overseas. Whilst the
Malaysian Government would clearly prefer an increase in
Australian aid via more sponsored and subsidised tertiary places for
Malaysian students, the economic and political reality is that
Australia is only likely to make marginal increases in these

13
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programs and the dynamic growth of places for overseas students
will occur in the full-fee paying programs.

Given the continuing economic recession in Malaysia and the
escalating costs of overseas education, there is likely to be a growing
focus on the development of twinning arrangements with their
obvious economic, educational and cultural advantages to Malaysia.
This would seem to me to be an obviout: area where governments in
both countries might beneficially focus their policy development

efforts.

A number of problems continue and others are emerging. From a
Malaysian perspective, perhaps the most serious and continuing
problem is the whole question of 'How healthy is it for Malaysia to
remain dependant in the long term on having more than half its

tertiary students educated overseas?' The costs in terms of currency

outflow, brain drain, educational and cultural relevance and
promotion of Malaysian nationalism must be very high. It may be

that some of the substantial sums which the Malaysian Government

spends on sponsoring Malaysian students abroad could have a more
beneficial long-term effect if diverted to the enhancement and
expansion of staff training and development in the Malaysian

universities themselves.

Malaysia's Serious Graduate Unemployment Problem
Another major emerging problem for Malaysia is the dramatic
growth in graduate unemployment. Although this problem has
only arisen in serious form over the past two or three years, it is now
of major proportions (HEP, 1987). Recent estimates put the number
of graduate unemployed in the vicinity of 50,000 - that is more than
the total number of students currently enrolled in Malaysia's seven
universities. Nor is the over-supply confined to the humanities but
it extends to areas of previous shortage such as maths, science and
computing. Whilst the problem has no doubt been exacerbated by
Malaysia's economic recession, there must now be some doubts
about whether the Malaysian economy will in the future be capable
of absorbing the level of graduate output emerging from local and
overseas universities.
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The Declining Standard of English
Another serious emerging problem is that of the accelerating decline
in the quality of English amongst Malaysian students as English has
been progressively phased out as the language of instruction in
recent years. This problem is widely recognised in Malaysia and
acknowledged by the Malaysian Government. It poses special
problems for tertiary institutions in Australia recruiting Malaysian
students and it is likely that increasing levels of English language
remediation and support will have to be provided as this problem
worsens.

Australian Problems
From an Australian perspective, overseas students in general and
Malaysian students in particular, present a number of problems. In a
higher education system which is currently over-stretched and
turning away somewhere between 13,000-20,000 'eligible' Australian
students (Smart et al 1986), overseas students can easily become a
political embarrassment for the Federal Government. It was largely
because of the visibility of overseas students on several Australian
campuses that the Federal Government imposed institutional quotas
restricting the percentage of overseas students in 1985. The problem
is exacerbated by the strong concentration of overseas students in
particular faculties such as economics, business, commerce,
engineering and computing. The full-fee paying overseas student
policy itself, in the current circumstances where Australian students
are denied access to it, provides further potential for resentmer t by
Australian students. This problem will possibly disappear if, as
seems likely, tertiary tuition fees are reintroduced for Australian
students in the not too distant future. Understandably, many
Australian students and faculty currently view the full-fee paying
overseas student program as an undesirable policy which makes
virtually inevitable the future reintroduction of tuition fees for all.
The question raised by the Jackson Committee about the
appropriateness, of so much of Aut.o.dlia's existing education aid
going to Malaysian students rather than to students from even
'needier' countries in the region is one which continues to be
debated but which may well be simply left in abeyance as the costs of
OSC and full-fee paying programs converge and thus blur the issue.



Because of the deteriorating levels of Federal financial support for
Australian tertiary institutions, the institutions have, in general,
grasped with both hands the opportunity afforded to them since 1985
to generate much-needed income from full-fee paying overseas
student programs. Consequently, the level of visibility of Australian
tertiary institutions and their marketing representatives has risen
substantially in Malaysia and it seems likely that notwithstanding
Malaysia's economic problems there will be considerable growth in
the number of Malaysian students undertaking study in Australia. It
would seem that particularly in the area of twinning developments
there is substantial scope for collaboration between Australian and
Malaysian institutions and Governments with consequential
benefits to students and nations.
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Table 1: Enrolment Numbers in Malaysian Universities for
1984-1985

University Full-time Part-time

University of Agriculture 7,192
Int. Islamic University 287
University of Malaya 91,47
National University 8,446
Northern University 330
University of Science 5,187 1,121
University of Technology 6,595j
Total 37,184 1,121

Total

7,192
287

9,147
8,446

330
6,308
6,595

asam

Source of Data: Sharom Ahmat 'University Education in Malaysia', in Commonwealth
Universities Yearbook, Association of Commonwealth Universities, London, 1986

Table 2: Malaysian student enrolment in selected Commonwealth
countries (1978-1984)

No Countries 1278 1979 1980 1981 1982 1983 1984*
1 United

Kingdom 15,470 16,323 15,980 14,500 12,530 13,293 14,000
2 Australia 6,016 4,878 5,383 6,064 5,769 6,337 7,212
3 India 3,231 5,583 6,000 6,000 6,300 6,853 7,020
4 New Zealand 2,258 1,837 1,885 1,527 1,263 1,510 2,000
5 Canada 998 3,232 4,750 7,846 8,294 8,849 9,100
6 Singapore 868 834 334 834 1,323 1,439 1,000
7 Hong Kong 95 109 109 14 19 32 32
8 Bangladesh 55 71 71 71 72 51 40
9 Sri Lanka 10 10 28 14 28 14 20

10 Brunei 2 -- -- -- -- 1,707 1,707
11 Nigeria 1 -- -- -- -- -- --

TOTAL 29,004 32,877 35,040 36,870 35,598 40,085 42,131
USA (1986) 24,000

Note: *Estimated data for the year 1984.
Source: Higher Education Division (HED), Ministry of Education, Malaysia.

MACEE 1986 Survey
Table adopted from Dhanarajan (1987)


