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We are likely to face an Asian region in which United 
States infl uence is reduced. The 2009 Defence White 
Paper is right to consider the strategic implications 
of the rise of China – but this Index reminds us that 
developments in other Asian countries will also 
determine Australia’s future.

Professor Anthony Milner AM, Co-Chair of the Australian Committee 
of the Council for Security Cooperation in the Asia Pacifi c
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The global balance of power is shifting from the Western to the Eastern hemisphere. 
Australia’s geographic location gives us a unique opportunity for dynamic and productive 
partnerships that can address both the challenge and the promise of this new century. 

Last year, for the fi rst time, we measured the growth in our engagement with Asia from 
1990 – 2007 in the form of an index. We used carefully selected components of our 
relationship for which we could access robust data. The fi rst publication concentrated 
on describing the long-term trends in our engagement. 

The 2009 Index report highlights relationships between the components and identifi es 
that some lead and infl uence others. Education is a lead sector, providing potential 
indication of future engagement in tourism and migration in the short term and trade 
and investment in the years to come. Our research has identifi ed a longitudinal statistical 
correlation providing us with a useful insight – and perhaps an early warning system 
– for longer-term trends in the economy. While it is pleasing to see that engagement in 
education has grown again this year, growth is at half the rate of previous years. 

Research and business development can also lead to increased trade and investment. 
But unlike education, this is not growing. In fact, in 2008 this component decreased by 
a potentially worrying 10.3 per cent.  

This year we also provide more detail in the chapters on Investment and ASEAN 
– the Southeast Asian group of nations representing our biggest trading relationship. 
We explore some of the reasons why Australia’s investment engagement in Asia is 
less than a quarter of total investment fl ows. 

Massive 25.4 per cent growth in trade engagement in 2008 is good news. Flourishing 
trade and investment is integral to securing the economic and cultural wellbeing of the 
3.7 billion people in our region and is a responsibility we owe to future generations.

We are proud to bring the strengths of PricewaterhouseCoopers, the Melbourne Institute 
and Asialink to this endeavour. The evidence-based document is a contribution to 
understanding how Australia interacts with our key Asian neighbours. It can inform 
strategy and debate, identifi es opportunities for further research and provides insights 
for planning for future engagement.

We congratulate and thank the many expert and generous contributors to the 2009 Index.

Mr Mark Johnson 
Chief Executive Offi cer
PricewaterhouseCoopers

Professor Glyn Davis 
Vice Chancellor
The University of Melbourne

Mr Sid Myer 
Chairman
Asialink, Asia Society 
AustralAsia Centre
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Rethinking our 
Asia Relationships
Sir Rod Eddington

Chairman, Infrastructure Australia 

President, Australia Japan Business Co-operation Committee 

Chairman (Aus & NZ), J.P. Morgan

It is easy to forget amid the hoopla about the rise of India and China – justifi ed hoopla, 
but nevertheless – that Japan, not China, is in fact the world’s second largest economy. 
It is a mature market with a slow rate of growth but the absolute size of the economy 
is huge.

In Australia we have taken some time coming to this understanding. It is something we 
may not, as yet, have fully absorbed. And we will take some more time appreciating 
just how effi cient leading Japanese corporations have become in recent years, moving 
production bases around the region and elsewhere to make the most of lower cost 
locations. So not only are the Japanese fi gures impressive, but elements of the growth in 
our trade with other parts of the world, in Asia particularly, are attributable to Japanese 
investment – what Japan experts now refer to as a shift from “made in Japan” to “made 
for Japan”.

Japan has been a long time business partner to Australia. In 1990, the anchor-point for 
the PricewaterhouseCoopers Melbourne Institute Asialink Index, Japan was already a 
major export partner. The country has been our biggest export destination for 40 years, 
and as this year’s Index shows, has regained top position on Australia’s trading ladder in 
terms of both exports and imports. While a large portion of our exports are in resources, 
it must be stressed that Japan also bought $2.5 billion in services from us last year.

The Index also spells out that Japan is our major Asian foreign investor. Australia has 
always been resource-rich and cash-poor, while Japan – and increasingly China – is 
capital-rich and resource-poor. There are other ways also in which we complement 
one another. Australia’s well-developed experience and expertise in public-private 
partnerships – a new concept for Japan – is one of a number of areas we can work 
together, especially in infrastructure development both here and in Japan.

Our relationship with China is vital, and it is growing at breakneck pace. We must not 
make the mistake of substituting one for the other. It is not a matter of China OR Japan, 
but China AND Japan. They are our two major trading partners. But we need a shift in 
our thinking about Japan. It is a huge international market no longer confi ned to Japan 
itself. We have a new political party in power in Japan for the fi rst time in 54 years. Issues 
of energy security, disarmament and non-proliferation, climate change, and working 
co-operatively in the region will all be matters up for re-negotiation with newly-elected 
Prime Minister Hatoyama. 

Refl ective Essay
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Discussions around the free trade agreement (FTA) with Japan have focused heavily in 
recent months on services. Services exports are subject to a variety of behind-the-border 
barriers such as restrictions on direct investment and commercial establishment, and 
these can be more restrictive than conventional trade barriers. Trade negotiations are 
perhaps not well suited to negotiating these issues – there may even be more merit in 
considering specifi c services economic agreements in Japan, and in other negotiations 
around the region. 

Once complete, the FTA with Japan could trigger extraordinary growth in the economic 
relationship to rival the stimulus caused by the signing in 1957 of the Japan-Australia 
Commerce Agreement.

It is hoped these and other negotiations will raise interest in Australia in investing in Asia. 
The Index highlighted last year the low rates of Australia-Asia investment compared with 
our investments with the English-speaking world. There is no guarantee that removing 
barriers will make Australian companies more interested in opportunities in Asia, but 
clearing the way is certainly an important step.

Given the historic and likely future importance of this major bilateral relationship with 
Japan, we do need to be concerned about the Index’s fi ndings on engagement in 
research and business development with Japan. This component records those aspects 
of business which we intuitively expect to lead to future business activity – that is, 
business travel, organisations and government offi ces dedicated to promoting business 
activity, academic articles on the bilateral relationship, and patent applications. This 
measure, exclusive to the Index, last year recorded a drop of 28.3 per cent for Japan, 
while overall Australia’s research and business development engagement with Asia 
fell 10.3 per cent, the biggest fall since 1999. 

Sir Rod Eddington
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“It is not a matter of China 
OR Japan, but China AND 
Japan. They are our two 
major trading partners. “

Sir Rod Eddington



Executive Summary:
Engagement at a Glance

Will Time Tell?

Performer: Shona Erkine
Cinematography: Sue Healey and Mark Pugh, Japan 2006.
Neon Rising Asialink Japan Dance Exchange
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The PricewaterhouseCoopers Melbourne Institute Asialink Index gives a unique insight 
into Australia’s rich and varied relationships in Asia. Now in its second year, the Index is 
the fi rst multi-indicator measure of engagement between Asia and Australia, mapping the 
extent of change and growth over almost two decades.

The Index reveals in Figure 1 below that Australia’s engagement with Asia has multiplied 
an impressive four and a half times since 1990, compared to an increase of three times 
with the rest of the world (ROW). In the period covered by this year’s edition, there was 
further growth of eight per cent in the Asia relationship. (See Table 1).

This year we include success stories from across the region, as well as two special in-
depth chapters: Investment and ASEAN. We provide background and analysis of the 
Investment component, a critically important aspect of our engagement with Asia and 
one that certainly has been in recent headlines. We also provide context for a greater 
understanding of Australia’s relationship with the ASEAN economies.

The Index is a major collaborative effort between PricewaterhouseCoopers, the 
Melbourne Institute and Asialink at the University of Melbourne.

It assembles and calibrates vast amounts of data about trade, investment, research and 
business development, education, tourism, migration and humanitarian assistance – to 
generate an overall index of Australia-Asia engagement. It is anchored in 1990, when the 
measures of engagement with the 25 leading countries in Asia, and also with the ROW, 
are each assessed at 100 points.

Figure 1: PricewaterhouseCoopers Melbourne Institute Asialink Index
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Executive Summary: Engagement at a Glance
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Major fi ndings for Index 2008

Education: a crystal ball for trade and investment?

The Index has identifi ed a statistical relationship between the number of students 
and conference attendees coming to Australia from each country and future forms of 
international activity. A regression analysis of the components within the Index has 
found that trends in education and conference engagement are refl ected in tourism and 
migration in the short-term, and most notably, for years to come in investment and trade.

This relationship – suggesting there is value in further research on causation – adds 
considerable weight to the claims of educators that international education forms strong 
bonds and forges signifi cant bilateral associations. 

The implications of the Index’s fi ndings need little emphasis for anyone familiar with the 
recent upheavals, and subsequent offi cial mending efforts, in Australia’s international 
education sector.

  Education, p 37

  India, p 69

Japan regains top trading position

Japan is our major export partner and has been for 40 years. We know this. But this year 
Japan has also regained its number one position overall as our biggest single-country 
trading partner, after China’s brief supremacy in 2007. Japan is also by far our largest 
Asian investor and continues as our largest Asian source for tourism.

Asia is now two thirds of our total export market and provides just under half our import 
needs. Japan dominates these Asian markets. Trade directly with Japan accounts for 
30 per cent of our Asian export market and 17 per cent of our import market – and these 
fi gures exclude trade with the vast Japanese manufacturing and assembling operations 
located offshore around the region.

The Index shows a stellar rise and rise in China-Australia trade since 1990, multiplying 
16 times to today’s $74 billion1. By contrast, Australia’s trade with Japan has remained 
at a high level over the 19 years, with some very minor fl uctuations. But in 2008, 
two-way trade with Japan suddenly jumped a staggering 34 per cent to just under 
$76 billion. ASEAN, as a bloc of nations, continues to be our largest trading relationship 
at $88.7 billion.

In 2008, Japanese capital infl ows into Australia also rose an enormous 58 per cent on 
the previous year. Infl ows for the year, totalling $20.3 billion, represented 13 per cent of 
Australia’s total inward foreign investment, and are a marked change from the average 
fl ows recorded since 1990. 

  Japan, p. 77

  Investment, p 21

1 All fi gures in the text are quoted in nominal prices (not adjusted for infl ation) for consistency with publicly available 
fi gures measuring short-term trends. All fi gures in the tables and charts are in constant 2005-06 prices – in other words, 
real terms – to accurately refl ect long-term trends.  
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Declining research and business development 

The Research and Business Development (R&BD) component of the Index – which 
combines a basket of diverse activities, all of which tend to create future connections, 
open market opportunities into countries and enable and inform future business and 
partnership decisions – recorded its fi rst major fall since the late 1990s, dropping 
10.3 per cent. This decline may have implications for future engagement. However, the 
good news is that the drop is so far not enough to damage the long-term positive trend.

Japan, China and South Korea were all among countries recording a decline in the R&BD 
engagement. Overall, this component recorded: a substantial fall in Australians making 
business visits to Asia; a fall in Asian businesses patenting in Australia; a slight reduction 
in the number of Asian business associations operating in Australia; and a fall in the 
number of Australia-Asia papers published on the internet.

  Research and Business Development, p 33

In brief

Education appears to have knock-on effects on subsequent demand for tourist 
and migration activities one year later, and investment and trade for years to come. 

Australia’s engagement with Asia continues to outpace its engagement with the ROW. 
Since 1990, the Index reveals the former has increased four and a half times while 
the latter has increased three times. If anything, the trend has been for this disparity 
to increase.

The pace of engagement between Australia and Asia was faster in 2008 than in 2007. 

The most recent rise in the Index was largely driven by trade and tourism. 

There was a hiatus in the China Index – for the fi rst time since 2003 it fell. However, 
this fall was due to a decline in investment from exceptionally high 2007 levels. 
Other forms of China-Australia engagement, especially trade and education, rose.

Japan has consolidated its role as Australia’s premier export partner. In 2008, exports 
to Japan increased by 48 per cent in real terms, and Japan regained the top position 
as Australia’s largest trading partner.

Table 1: Trends in the PricewaterhouseCoopers Melbourne Institute Asialink Index 

Index 
(1990=100) 1990 1995 2000 2007 2008

% change 
2007-2008

Asia25 100.0 186.5 291.1 420.7 453.9 7.9

Rest of 
the World 100.0 125.1 181.2 281.4 299.2 6.3

•

•

•

•

•

•

Executive Summary: Engagement at a Glance
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Figure 1a: Components of the PricewaterhouseCoopers Melbourne Institute 
Asialink Index (Investment, Trade and Research and Business Development)
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Figure 1b: Components of the PricewaterhouseCoopers Melbourne Institute 
Asialink Index (Education, Tourism, Migration and Humanitarian Assistance)
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Analysis of the seven components: 

Australia’s trade with Asia grew a massive 25.4 per cent in 2008, double the rate 
of growth with the ROW, and further accelerating Asia’s relative importance to 
our economy. Asia’s share of Australia’s total trade now stands at 56 per cent.

While this rise was spread among all our major Asian trading partners, it was 
especially large for Japan.

•

•
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Australia’s two-way investment fl ows with Asia increased by 7.2 per cent in 2008, 
compared with a decrease of 6.9 per cent in two-way fl ows with ROW. The rise 
in the Asia investment index since 1990 refl ects current international trends in the 
deregulation of capital fl ows.  Through the 1980s and 1990s, many countries opened 
their economies to unprecedented international investment.  But despite the huge 
growth, shown in Figure 1A, Australia-Asia investment still makes up only a quarter 
of fl ows worldwide. In 2008, the investment index continued to grow due to inward 
investment, predominantly from Japan.  Falls were recorded in China-Australia and 
India-Australia investment fl ows. 

The research and business development index fell in 2008. Nonetheless, there 
still appears to be a strong positive trend behind this index. By contrast, the extent 
of research and business development engagement with the rest of the world has 
levelled off over the last six years.

Inward tourism from Asia fell by 7.7 per cent in 2008, but was more than compensated 
by a rise of more than 12 per cent in Australian tourists travelling to Asia. The largest 
Asian source countries for inbound tourists were Japan, followed by China. The 
number of working holiday makers entering Australia from eligible Asian countries 
continues to increase rapidly.

Education and conference travel has proven once again to be a robust performer 
with an overall growth rate of 5.5 per cent. Growth was on par with GDP growth of 
the major source countries. In 2008, most people arriving for educational courses and 
conferences came from China; most secondary school exchanges were from Japan; 
and most students of intensive English language courses were from South Korea. 

Migration between Australia and Asia during 2008 rose signifi cantly. In 2008, it was 
18.4 per cent higher than 2007. This compares with a 7.8 per cent increase from ROW. 
However, only about four in ten of our immigrants come from Asia. The main Asian 
source country for new immigrants is India with China a close second (India 18000; 
China 15000). 

Not surprisingly, given the Sichuan earthquake in May 2008, China recorded the 
largest rise in bilateral government humanitarian assistance.

Figure 2: Indices of Major Asian Economies
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Australia’s trade with Asia grew a massive 25.4 per cent in 2008, double the rate 
of growth with the rest of the world (ROW), and further accelerating Asia’s relative 
importance to our economy. Asia’s share of Australia’s total trade now stands at 
56 per cent.

Soaring commodity sales dominated the year, with mineral and fuel exports more 
than 100 per cent higher than the previous year, and gold exports up 46 per cent.2

Australia enjoys a trade surplus with Asia in contrast to our relationship with the ROW. 
Since 1990, we have consistently exported more to Asia than we import, despite hefty 
increases in manufactured imports, including cars and telecom equipment, from ASEAN, 
India and China. Indeed in 2008, the surplus with Asia grew signifi cantly while our defi cit 
with the ROW not only continued, but worsened. 

Asian buyers look to Australia as a stable supplier of mostly primary products and, 
increasingly, services. Australia is Japan’s largest single supplier of energy, accounting 
for 21.5 per cent of the country’s total petroleum, coal, LNG and uranium imports. 
We also supply more than half Japan’s iron ore needs, 80 per cent of the country’s 
beef and we are its major supplier of cheese. 

Indications are that trade with Asia, while reaching record highs in 2008, began to drop 
back in 2009 as the effects of the global fi nancial crisis were felt. A positive sign is that, 
with the exception of US President Obama’s imposition of a 35 per cent tariff on Chinese 
tyres, and the subsequent ringing of alarm bells in China, there has been no groundswell 
demand for an increase in trade barriers. This is in contrast to the escalating trade 
restrictions that were a characteristic reaction around the world in the 1930s. 

Much of the present stability has been attributed to the operation of the World Trade 
Organization and the prevalence of multinational companies which have vested interests 
in open and free trade. Accordingly, we expect trade with Asia to fall from its dizzy 2008 
height, but only in line with GDP. 

Figure 3: Trade Component
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2 Source: ABS catalogue 5302.0.

Components: Trade
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Table 2: Trends for Trade Component (imports and exports, A$bn)a

Component 1990 1995 2000 2007 2008
% change 
2007-2008

Asia25

Imports 27.6 35.6 56.8 116.8 137.8 18.0

Exports 52.5 76.2 96.5 122.2 161.9 32.5

Total 80.0 111.8 153.3 239.0 299.7 25.4

ROWb

Imports 52.7 62.7 80.4 123.3 143.4 16.3

Exports 54.3 59.2 83.7 83.8 91.7 9.4

Total 107.0 121.9 164.1 207.1 235.1 13.5

Notes:  a Values are in constant 2005-2006 prices.  All fi gures in the text are quoted in nominal prices (not adjusted 
for infl ation) for consistency with publicly available fi gures measuring short-term trends. All fi gures in the 
tables and charts are in constant 2005-2006 prices – real terms – to accurately refl ect long-term trends.

 b “ROW” means the rest of the world (excluding Asia25).

Key fi ndings for Trade component

Trade fl ows between Australia and Asia grew 25.4 per cent in 2008 relative to 2007. 
This is double the rate with the ROW.

Most of the Asian trade growth is accounted for by exports. The rate of increase 
in our Asian exports was nearly double the import rate.

Australia has a trade surplus with Asia but a trade defi cit with the ROW, a defi cit 
which shows no signs of reversing – imports from ROW grew considerably faster 
than exports.

Since 1990, Australia has consistently exported more to Asia than it imports.

The notable rise in exports was across all our major Asian trading partners, except 
Indonesia where the rise was just 6.7 per cent. Exports to Japan increased in real 
terms by an enormous 48 per cent.

The rise in Asian imports of 18 per cent was also signifi cant. The biggest increases 
came from ASEAN, India and China.

ASEAN, as a bloc of nations, remains our main trading partner ($88.7b) followed 
by our biggest single country trading partners, Japan ($76.0b) and China ($73.9b). 

Japan is still our major Asian export market by a comfortable margin ($53.2b 
compared with $37.2b for China).

•

•

•

•

•

•

•

•
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3 “Other ASEAN” includes Burma, Laos, Cambodia, and Brunei Darussalam. 
“Other” includes Sri Lanka, Maldives, East Timor, Macau, Bhutan, Nepal, Mongolia, Bangladesh, and Pakistan.  

Components: Trade

Figure 4: Trade Shares by Economy3
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What Trade measures:

This component comprises data, defl ated by the import and export price defl ators, on:

value of imports of goods and services into Australia from other country, by country;

value of exports of goods and services out of Australia to other country, by country.

•

•



18 | PricewaterhouseCoopers Melbourne Institute Asialink Index 2009

Table 3: Australia’s free trade agreements4

Signed free trade agreements

Australia – New Zealand Closer Economic Relations 1983

Singapore – Australia 2003

Thailand – Australia 2005

Australia – United States 2005

Australia – Chile 2009

ASEAN – Australia – New Zealand 2009

Free trade agreements under negotiation

Australia – China

Australia – Gulf Cooperation Council

Australia – Japan

Australia – Korea

Australia – Malaysia

Free trade agreements under consideration

Australia – India

Indonesia – Australia

4 http://www.dfat.gov.au/trade/ftas.html
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“The next generation of 
Australians will be drawn 
inexorably to the Asian 
region – because that’s 
where the action is.

“

Ms Heather Ridout,
Chief Executive Offi cer, 
The Australian Industry Group
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Australia’s engagement with Asia – the investment perspective

Of all the components measured in the Index, investment remains perhaps the one 
engagement ‘black spot’.

Overall, our investment into Asia represents less than 20 per cent of our total outfl ow 
of investments worldwide. Compare this to Australia’s trading relationships: Asia is now 
two-thirds of our total export market and provides just under half of our import needs. 

This year the Index (Figure 5 below) shows a creditable 7.2 per cent increase in real 
terms in Australia’s two-way investment fl ows with Asia, supporting a two-decade 
upward trend. But investment to and from the ROW has soared in comparison since 
1990, and despite the volatile nature of foreign investment fl ows5, continues to dwarf 
Australia-Asia investment. 

Figure 5: Investment Component
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Components: Investment

What Investment measures:

This component comprises data, adjusted by the GDP defl ator, on:

value of foreign investment (foreign direct investment, portfolio fl ows and other) 
into Australia from Asia, by country;

value of foreign investment (foreign direct investment, portfolio fl ows and other) 
out of Australia to Asia, by country

This investment series comprises transactions only and thus excludes non-transactional 
changes in a country’s asset position due to price changes, exchange rate changes 
and other adjustments.

•

•

In order to help understand some of the drivers to investment behaviour, this year we 
provide a snapshot of some of the major barriers in the region (see Table 5 on p.26). 

5 The specifi cs of investment transactions are not always available for privacy reasons. The cause of the 2005-2006 
spike in ROW investment fl ows may be explained in part by direct investment (eg in factories and operations) but also 
by large portfolio movements in shares and bonds, other investments such as trade credits (eg B2B IOUs) and cross 
border intra-affi liate money movements.
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Investment, clearly, is not like trade. It tends to entail a far greater intimacy of engagement 
in a foreign country with a need for in-country knowledge and the possibility of having to 
negotiate offi cial and other barriers. There also tends to be an ambiguity in public opinion 
about foreign investment that never bothers trade. Surveys show there are few subjects 
that evoke more passion – both for and against – than foreign ownership, and indeed it 
is an issue on which otherwise disparate Australians often fi nd themselves united. Most 
governments, as a consequence, scrutinise large investment fl ows to balance community 
concerns against potential economic benefi ts. 

Benefi ts of inward foreign investment

The OECD argues that the case for opening markets to foreign direct investment is 
as compelling as it is for trade. Higher rates of private investment are a major determinant 
of economic growth and job creation. Outward investment also enables fi rms to 
remain competitive, stimulates exports of goods and increases demand for know-how 
and services.6

Australia’s political leaders and policy makers are under pressure to explain the benefi ts 
of investment, to bridge what some believe is a gulf between elite and public opinion. 
Recent studies have argued that turning away foreign capital is nonsensical, especially 
in an adverse economic climate.7 

Australian Government policy states that Australia welcomes international investment,8 
and it is not diffi cult to see why. Australia’s success has long relied on access to greater 
funds than are available through domestic savings: British investment in the 19th Century; 
US and Japanese investment in the 20th Century; and increasingly, Chinese investment 
this century.

The Index period, beginning in 1990, has been an era of unprecedented globalisation 
– of Australia opening up to trade and investment – and this has had a positive impact 
on Australian lives and livelihoods. 

Notably, recent investment fi gures suggest Australia’s increased investment with Asia 
– especially with Japan and China – helped Australia to buck downward international 
trends. While foreign direct investment around the world plummeted by between 10 
and 15 per cent in 2008, Australia’s inward fl ows fell by just 3 per cent, and our share 
of total world investment actually rose by 1.4 per cent.9 

Inward investment from Hong Kong grew by more than 50 per cent in the year to 2008 to 
$11.4 billion, while over the same period, investment from Singapore nearly halved to $4.8 
billion, highlighting perhaps the volatile nature of investment spending. China’s investment 
story also illustrates this volatility: in the two years from 2005 to 2007, investment both 
from China and to China multiplied eight times then fell by 50 per cent in 2008.

Over the 19 years of the Index, however, the trend has been up, with Hong Kong, China, 
Singapore and Japan all net investors in Australia. It will be instructive, of course, to see 
the long term impacts on investment of the GFC in future editions of the Index. 

6 “Open Markets Matter”, OECD Policy Brief, 1999
7 “Foreign investment in Australia – China and common sense”, ITS Global, Melbourne, 27 May 2009; 

“Capital Xenophobia II”, Stephen Kirchner, CIS Policy Monograph 88, 2008; Switzer, IPA, December 2008.
8 “Summary of Australia’s Foreign Investment Policy”, Australian Treasury, April 2008
9 Australian Bureau of Statistics 53520 - International Investment Position, Australia: Supplementary Statistics, 2008, 

released 15 May 2009
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Table 4: Trends for Investment Component (infl ow and outfl ow, A$bn)a

Component 1990 1995 2000 2007 2008
% change 
2007-2008

Asia25

Infl ow 4.0 16.6 20.7 34.9 39.2 12.3

Outfl ow 2.3 8.9 17.1 14.9 14.2 -4.7

Total 6.3 25.6 37.8 49.8 53.4 7.2

ROWb

Infl ow 23.8 32.2 49.8 115.8 97.9 -15.5

Outfl ow 8.2 16.3 30.8 73.7 78.5 6.5

Total 32.0 48.5 80.6 189.5 176.4 -6.9

Notes:  a Values are in constant 2005-06 prices. 
b “ROW” means the rest of the world (excluding Asia25). C Investment series comprises transactions only 
and thus excludes non-transaction changes in a country’s asset position due to price changes, exchange 
rate changes and other adjustments. See ABS cat. 5331.0 for a more detailed explanation.

Japan dominates Asian investment engagement

The really outstanding player in our Asian investment story is Japan. Japan is the largest 
Asian investor in Australia ($20.3 billion inbound in 2008 alone), representing Australia’s 
third largest source of foreign direct investment, after the US and UK. Investments from 
Japan surged 16.8 per cent last year. 

One recent major investment in the mining sector was the Honeymoon Uranium Project 
in South Australia by a joint venture of Canada’s Uranium One and Japan’s Mitsui & 
Co. and there have been numerous other projects, including a $1.1 billion investment in 
Schweppes Australia by Asahi Beer, and $3.3 billion from food and beverage company 
Kirin to complete its ownership of Lion Nathan, another $2.8 billion for National Foods 
and $910 million for Dairy Farmers. 

From early next year, Toyota Australia in Melbourne plans to produce hybrid cars 
at its Altona plant. In Queensland, the Callide Oxyfuel Project was offi cially launched 
in late 2008 as a Japan-Australia collaboration project for a carbon capture and 
storage experiment. 

This new wave of sophisticated Japanese investments (the fi rst wave in the 1980s was 
largely in speculative real estate ventures) brings with it world-class technologies and 
market experience. Japan now has a highly developed understanding of the Australian 
economy and promises rich partnerships ahead.

Components: Investment
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10 “Other ASEAN” includes Burma, Laos, Cambodia, and Brunei Darussalam. “Other” includes 
Sri Lanka, Maldives, East Timor, Macau, Bhutan, Nepal, Mongolia, Bangladesh, and Pakistan. 

11 The survey was conducted between April and June 2008. United Nations Conference on Trade and Development, 
World Investment Prospects Survey: 2008-2010. Geneva, 2008.

Barriers to foreign investment 

But despite these benefi ts, community concerns exist in Australia and elsewhere which 
inevitably lead to the creation of barriers to investment. There have been criticisms 
from the OECD, for example, of Australia’s foreign investment regime, in particular 
the vagueness of the key determining criteria which can exclude foreign investment 
considered contrary to the national interest. 

While investment into Australia by foreign state-owned enterprises continues to be a 
hotly-debated issue, the Australian Government announced, in August 2009, a relaxation 
of rules for private investors, in particular the abolition of government oversight of 
any new private foreign investment in a non-sensitive sector. The Foreign Investment 
Review Board has also approved almost all recent applications put to it, and, in terms 
of outcomes, a recent survey by UNCTAD of leading multinationals ranked Australia the 
world’s ninth most attractive investment destination.11

Figure 6: Investment Shares by Economy10
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In terms of our outward investment, especially into Asia, what holds many companies 
back? Clearly, Australia invests more heavily in the rest of the world than in Asia, and 
in 2008, our investment fl ows to Asia decreased by 4.7 per cent. At the same time, our 
outfl ow to the rest of the world actually increased by 6.5 per cent (see Table 4: Trends 
for Investment Component (infl ow and outfl ow, A$bn). 

Asia would seem to be an attractive investment destination. The region is suffering with 
the rest of the world, but Asian corporate entities have under-leveraged or little-leveraged 
balance sheets and, importantly, the Asian consumer is not deeply mortgaged. Financial 
conservatism places the region in a good position to come out of the global crisis with 
greater standing. Yet, it is fair to say Australian business has tended to see Asia as 
a market rather than an investment opportunity. The Index shows the amount of our 
direct investment in Asia pales in comparison with the volume of our trade fl ows.

Each economy has its own domestic barriers to foreign investment and these are often 
politicised. According to the World Bank and the OECD, some of the most restrictive 
policies remain in the major economies of Asia,12 while a proliferation of multiple levels 
of government, for example in Indonesia, has led to greater complexity and opportunity 
for corruption – all major barriers to investment.

Policy measures limiting foreign investment in our region include explicit caps on foreign 
ownership, limits on the numbers of business licenses, requirements for national board 
members, and limitations on foreign staff entering and working in-country.13 In order to 
provide a snapshot of barriers, we offer a summary table on pages 26 - 27 listing major 
quantifi able government policies that impede investment. The table draws from studies 
conducted as part of Australia’s Free Trade Agreement negotiations with Indonesia, 
Japan, Korea and China.14 

Bilateral and multilateral agreements are making progress, but it is worth considering 
whether there will be a surge of investment into China, for instance, if the stalemated 
Australia-China Free Trade Agreement negotiations succeed in lowering or removing 
barriers. Such an outcome is by no means assured. The nature of investment requires 
a commitment and an understanding beyond that required for trade. It might be argued 
it is engagement at a far higher level. 

12 Gootiiz, B. and Mattoo, A., Services in Doha: What’s on the Table?, Policy Research Working Paper 4903, The World 
Bank Development Research Group Trade Team (Washington D.C: World Bank, 2009). OECD, OECD’s FDI Regulatory 
Restrictiveness Index: Revision and Extension to More Economies, Working Papers on International Investment 2006/4 
(Paris: OECD, 2006).

13 Hardin, A. and Holmes, L., (1997) Service Trade and Foreign Direct Investment, Industry Commission Staff Research 
Paper, Australian Productivity Commission.

14 Australia and India are currently undertaking a joint feasibility study for an FTA. For that reason, India is not included 
in the table. ASEAN is also not included in the table, as each of the ten member countries have separate policies.

Components: Investment
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Table 5: Barriers to foreign investment by country

Australia15 China16

General FIRB must be notifi ed of a range of 
investments including: 

–  Acquisition of over 15% of an 
Australian company (> A$100M);

–  Acquisition of developed non-
residential commercial real estate 
or farm (>A$50M) 

–  Direct investments by foreign 
governments, or companies with 
greater than a 15% direct or indirect 
holding by a foreign government. 

Wholly foreign owned enterprises 
approved if benefi cial to the 
development of the national economy. 
Foreign Joint Ventures (JV) no more 
than 25% of the registered capital of 
the equity JV.

Telecommunications Aggregate foreign ownership of 
Telstra is restricted to 35% and 
investment in Optus and new 
suppliers is subject to general 
approval and screening.

Foreign investment in the 
telecommunications services industry 
is permitted only through JVs with 
Chinese operators. Foreign-owned 
enterprises are not permitted and the 
foreign capital proportion of the total 
registered capital is restricted to be 
generally no more than 50%.

Banking and Financial Services Any proposed foreign takeover or 
acquisition of an Australian bank will 
be considered on a case-by-case 
basis and judged on its merits. 

Resident representative offi ces of 
foreign fi nancial services must be 
approved by the People’s Bank of 
China; have total assets of more than 
US$10 billion and a sound fi nancial 
supervision regime exists in the 
home region. 

Broadcasting Maximum foreign ownership of 
commercial TV 15% for individuals 
and 20% aggregate and pay TV 
maximum of 20%. Cross media 
ownership restrictions apply. 

No foreign capital enterprises 
permitted.

Civil Aviation Foreign persons (including foreign 
airlines) can acquire up to 49 per 
cent of the equity in an Australian 
international carrier (other than 
Qantas) individually or in aggregate. 

Foreign investment capped at 35%.

Other transport Ships must be majority Australian-
owned unless the ship is designated 
as chartered by an Australian operator. 

Foreign investment of sea transport 
capped at 49%.

Mining The acquisition of a mineral right, 
mining lease, mining tenement or 
production licence will require foreign 
investment approval if it involves 
acquiring an interest over 5 years, 
involving the sharing of profi ts or 
income from the land.

Foreign share of greenfi elds 
developments in the resources sector 
to be below 50% and 15% for major 
miners (AFR, 25th Sept 2009).

15 Data in this column of the table is drawn from Australia’s Foreign Investment Policy, Foreign Investment Policy Division of the Treasury, 2009
16 Data in this column of the table is drawn from Australia-China Free Trade Agreement Joint Feasibility Study, 2005
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Indonesia17 Japan18 South Korea19

Foreign ownership is banned in
some sectors and limited in others. 
Some requirements for transfer 
of ownership to locals.

Foreign control banned in 
some sectors if it is assessed 
as endangering national 
security or adversely affects 
the Japanese economy. 

Foreign Direct Investment (FDI) 
restricted if it threatens national 
security, public order, public health, 
environmental preservation or social 
morals. Three sectors are completely 
closed to foreign investment and 
another 26 are partially restricted 
allowing less than 50% foreign 
ownership. 

Foreign investors are permitted to 
own up to 65% of mobile telephone 
companies. Foreign investment in 
fi xed line networks is permitted up 
to 49%.

Foreigners cannot hold more 
than 33% of voting rights in 
Nippon Telegraph and Telephone 
Corporation (NTT). 

Foreign providers must enter into 
commercial arrangements with 
national service providers. Share-
holding by foreign entities is limited 
to 49% of total voting shares or 
equity and requires approval of the 
Min of Info & Comm.

Restrictions on foreign bank lending 
and operations, for example technical 
experts are only permitted a three 
month stay in any given year. 

The establishment of branches 
or subsidiaries of foreign banks 
requires authorisation and is subject 
to reciprocity considerations under 
certain conditions. 

Foreign fi nancial institutions must 
obtain approvals for representative 
offi ces or branches from the Financial 
Service Commission. There are 
licensing requirements for branch 
establishment. 

FDI prohibited. Foreigners cannot hold licences 
for radio or television broadcasting 
stations. 

Television and radio broadcasting 
are wholly closed to foreign investment 
at present.

FDI through a JV with a local 
partner permitted up to 95%.

Foreigners cannot hold more than 
one third of voting rights of enterprises 
operating airlines. 

Foreign ownership in airline services 
is limited to 50% of total voting shares 
or equity of the relevant company.

Taxi, bus and local shipping services 
are reserved for domestic enterprises. 
FDI in other shipping and public 
railways permitted if a JV with 
minimum shareholdings by a 
local partner.

FDI in maritime transport requires 
prior notifi cation. Maritime companies 
must be incorporated in Japan and 
only one third of members of the 
board of directors can be foreigners. 

Foreign marine transport companies 
must enter a joint venture with a local 
shipping company. There is a cap on 
foreign investment of 50% in such 
joint ventures.

Indonesia has retained restrictions 
on foreign equity participation (49%) 
in relation to certain energy services, 
and has made no commitments on 
environmental services. (DFAT).

Only Japanese nationals have mining 
rights and can own mining leases. 
Non-Japanese nationals can obtain 
mining rights if they establish a 
corporation based on Japanese law. 

Environmental laws related to the 
establishment of new factories 
require that an evaluation concerning 
environmental impacts be conducted 
for a factory site which is larger than 
150,000m2.

17 Data in this column of the table is drawn from the Australia Indonesia Free Trade Agreement Joint Feasibility Study, DFAT, 2007
18 Data in this column of the table is drawn from the Joint study into the costs and benefi ts of trade and investment liberalisation 

between Australia and Japan, DFAT, 2005
19 Data in this column of the table is drawn from the Australia-Republic of Korea Joint non-government FTA study, DFAT, 2008
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What is the thinking behind 
ANZ’s super-regional strategy? 

There are three main 
reasons for it. From a 
straight commercial 
basis, Asia represents 
the biggest growth 
opportunity for any 
international corporation. 
The contribution to global 

GDP by Asia in 2020 will be something 
in the vicinity of 50 to 55 per cent. 

The second reason, in our view, is 
Australia and Asia are actually as one. 
The commercial linkages are enormous in 
certain sectors and will begin to grow in 
other sectors. Let me give you an example: 
Clearly, in the mining and metals space 
– the commodities space – the reliance of 
Australian success on Asia is enormous. 
BHP at the moment – I think 70 per cent 
of their sales go into Asia. That’s just one 
example. The inward investment from Asia 
is incredibly strong. If I just take China and 
Hong Kong, $34 billion worth of approved 
investments have been made in Australia 
since 2007. 

The social reality is getting increasing 
momentum. There are over a million people 
– 1.1 million people – of Asian ethnicity 
who now live in Australia. The proximity, 
the attractiveness of Australia to other 

parts of Asia as a holiday destination [for 
example], Australia is a particular winner 
in economic and social terms with that. 
And the way Kevin Rudd sees the world 
– he sees diplomatic relationships being 
critical with certain countries in Asia 
because Asia is actually changing the 
political landscape and becoming more 
important in the global political landscape. 
The formation of G20, which has gone 
beyond fi nance into other agendas, is just 
showing that alignment and importance 
and signifi cance of Asia in the world.

The third is, we want to clearly differentiate 
ourselves from every other player. The way 
we will be judged on our differentiation will 
be the signifi cance of our [Asian] business 
to our total business. That differentiation 
occurs when you say “What will our 
earnings look like in ten years’ time, 
how much of it comes from Asia?”

It also clearly differentiates us with 
[corporate] customers. Let me give you 
some examples. We recently have led the 
syndications for three household Australian 
names – Woodside Petroleum, Woolworths 
and Fosters. No other bank in Australia 
could have led those syndications and 
we have a number more coming through. 
The ability to access the deeper capital 
markets of Asia will bring us competitive 
advantage versus our domestic 
competitors going forward. 
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Investment Viewpoint: ANZ
Alex Thursby, CEO Asia Pacifi c, Europe & America ANZ

ANZ bank has invested in Asia since 1973. Their recent $685 million 
purchase from the Royal Bank of Scotland of 54 branches right 
across Asia demonstrates their will to build a leading super regional 
bank of global quality with a regional focus. 



Which countries in Asia will represent 
key target markets? 

We are building an institutional proposition 
across the whole of Asia. [ANZ] has a 
large representation in Hong Kong and 
Singapore with our institutional bank. 
On top of that there are specifi c markets 
that we’re looking to grow through broad-
based franchises. Those are Indonesia, 
Vietnam, turning into the greater Mekong, 
Malaysia, greater China – which includes 
Taiwan – and of course Hong Kong. 
And, in the longer run, India. 

ANZ’s history in Indonesia dates 
back to 1973. What is your strategy 
compared to domestic and 
international competitors? 

That’s great for them. Let me be clear 
about what we’re trying to do. We’re trying 
to build a regional network proposition that 
includes Australia and New Zealand for 
our institutional bank. That means having 
dealing rooms in a number of countries, 
it means having key relationships in a 
number of countries. It means a slightly 
different product proposition if you’re 
a network like the Philippines or Korea 
versus a full franchise like Indonesia or 
greater Mekong Vietnam, or Taiwan or 
Hong Kong or China, where we have 
many more branches, cash management 
[and] lots of local currency liquidity. 

We’re not, in those franchise places, 
trying to be a mass market bank. So let 
me take Indonesia as an example. We 
are not looking to compete with BCA 
[Bank Central Asia] and have 30 million 
customers, we’re looking to have a million 
customers, to a million and a half, where 
we can create a value proposition. 

If you look at the “banking wallet” – by 
that I mean the total spend by a consumer 
on retail banking and wealth management 
products – in the Asian countries, they’re 
very top heavy. Ninety per cent of your 
revenue is from fi ve to 10 per cent of 
the population. And that’s where we’re 
focusing. We’re not trying to be mass 
market. That is the domain, in my view, 
of domestic banks. 

What internal changes were needed 
at ANZ to tackle a regional expansion 
goal of this size? 

People. People who understand that 
marketplace. Developing people from 
within. Systems. Speed to market. Cost 
effectiveness. We are an “attacker” brand, 
not an incumbent brand. What do I mean 
by that? It’s like being Google versus IBM 
ten years ago. It means you’re attacking 
into a market place where you have no 
traditional presence. So things have to 
be done quicker and in a far more cost-
effective way than you usually expect in 
a more incumbent market. I think that is 
very positive because it also brings a new 
way of doing things for us in Australia. 
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Asia represents the biggest growth 
opportunity international for any corporation.“ “



“Rapid re-branding” is part of 
your integration plan. How will the 
ANZ brand be positioned in the 
Asian market? 

The fi rst thing is that we’re building around 
trust, our [good credit] rating and simplicity, 
which we think we do well. Let me give 
you some examples. In Vietnam we have 
around 120 ATMs but we also have access 
to about 1500 [linked ATMs]. In Indonesia, 
we have 50 ATMs, but we have access to 
17,000 ATMs. 

So simplicity and convenience will be 
key. The brand is built around giving you 
access – to relationship managers [for 
example] – 24 hours a day, seven days a 
week if you’re an affl uent customer, being 
able to monitor your wealth management 
position, etc. These are the things that we 
will build up behind our brand as we roll 
it out. And the shape of our brand gives 
respect to what we were but also saying 
what we will be. So the three petals of the 
“lotus”, our new brand symbol, refl ect the 
three major geographies of Australia, Asia-
Pacifi c and New Zealand.

ANZ recently acquired a number 
of Asian businesses from the 
Royal Bank of Scotland, tell us 
about those. 

There are three reasons why we did it. 
One: it’s totally in line with strategy. 
Two: we believe it creates medium-term 
value for our shareholders; and three: we 
believe we can integrate it. Let me give 
some more depth to that fi rst part. We 
have developed a really good institutional 
banking business organically and we 
have commenced the build-out of our 
retail and wealth proposition in a very 
good way. What this business [Royal 
Bank of Scotland] had was a very similar 
retail wealth proposition to what we are 
trying to build. So in many regards it’s a 
perfect fi t. In addition, the next step of 
our institutional development is to build a 
commercial segment. The part of the bank 
that we purchased has an established 

commercial segment. We also felt that 
this would accelerate greatly the retail and 
wealth proposition. We’d been building 
that organically, but we’re now taking in 
another two million customers and 4000 
staff who are dealing in the segments that 
we want to deal – that top end. 

And clearly we believe we got it at a very 
good price but only time will tell. That 
seems to be what the market thinks. We 
paid considerably less than is usually paid 
for a banking acquisition in Asia and we’re 
positive about that. Just to give you an 
idea, people are paying four times book 
in certain countries like Indonesia and we 
paid 1.1 times book as a whole, so we’re 
very comfortable with what we’ve done. 

Will there be any more acquisitions? 

We have an organic business case, that 
was the start of this. If we found something 
that was in line with strategy, at the right 
price, [able] to create value and that I could 
integrate, then we will do an acquisition. 
If we don’t fi nd that then guess what? 
We keep growing organically. And the 
pace at which we grow organically is 
quite frightening for people. It should 
be frightening for our opposition and 
it’s certainly different from a western, 
developed world perspective. That’s the 
great thing about Asia – clarity of strategy, 
segmentation, getting the right value 
proposition, and speed of execution will 
deliver you success in Asia. People ask 
“what else do you want to do in Asia after 
India and China and Indonesia?” And 
I say “Hello! It’s taken 175 years to build 
a business in Australia. The countries of 
Asia are slightly bigger, I think we’ve got 
a lot to do.”

What are the general differences you 
see in retail, wealth and institutional 
banking between Australia and the 
growing Asian economies? 

The institutional or corporate side and also 
the wallet shape on the retail and wealth 
side are very different from Australia. 
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Lending is much less specifi c to a bank 
in Asia-Pacifi c than it is in Australia. 
And that’s because of the shape of the 
economy and what the people will do. 
Just to give you a couple of examples: 
in China, 54 per cent of income earned 
is saved. In India, even at the very lowest 
end, the subsistence farmers – save 
23 per cent of their earnings. So it is 
very much a liability-led wallet generally. 

Secondly, you see clearly in a number of 
places that trade fi nance is considerably 
bigger than it is in Australia. Yes, there 
are lots of minerals going offshore here, 
but there are lots more traders and 
distributors etc in the Asian marketplace. 
Those businesses inherently are not highly 
geared. In addition, after the ’97 blowout 
in Asia where people over-leveraged, 
corporations have been far more cautious. 
They’ve been well-capitalised and they’ve 
expanded at a much more paced manner. 
So in the long run I would expect our 
lending business to only represent about 
15 to 20 per cent of our institutional 
revenues. It’ll be much more built around 
trade, cash management, debt capital 
markets, investment sales, foreign 
exchange, derivatives, etc. This is a far 
broader based revenue wallet than you 
have in Australia. That’s the key difference.

Of the Asia Pacifi c territories you 
are now in, which ones are the 
easiest for Australians to do 
business in? Why? 

If I had to rate the countries where it’s easy 
to get things done, defi nitely Hong Kong, 
Singapore – Indonesia is an easy market 
– it has risks but it’s an easy market to get 
things done. Vietnam is turning into a full 
capitalist economy. China, I’d put into a 
similar vein. Places like Taiwan I think are 
relatively easy. 

What great international corporations 
do, versus not-so-great international 
corporations, is that they aim to adjust 
to the marketplace and yet keep 
consistencies they have in terms of 
processes and culture and the way that 
they do things. Companies like Johnson 
& Johnson and Unilever spring to mind, 
Coca-Cola, Standard Chartered Bank 
[and] HSBC. These types of corporations 
have been doing business in the Asian 
theatre for many years in a very successful 
manner. One thing that they do is that 
they’re able to adjust. And they’re able 
to adjust because they see [Asia] as a 
signifi cant part of their business rather 
than an add-on. If you see it as an add-on 
you will probably never get there because 
you won’t make the adjustment that you 
need to internally around policy, around 
measurement of risk, around speed of 
execution, around understanding the 
marketplace and the differences. 

You either see yourself as a fully 
international organisation or you see 
yourself as a domestic organisation. 
If you don’t do it to the fullest extent, 
you will struggle because you will never 
make adjustment in your own way. 
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As an indicator of future prospects, the Research and Business Development Index for 
2008 tells a comparatively depressing story. This form of engagement with Asia has 
certainly grown substantially faster than with the rest of the world (ROW) over the past two 
decades. However, year on year, the R&BD Index recorded its most signifi cant fall since 
1999, dropping 10.3 per cent. Japan, China and South Korea were all among countries 
recording a decline in the R&BD engagement in 2008. 

The decline is attributable to a substantial fall in Australians making business visits to 
Asia; a fall in Asian businesses patenting in Australia; a slight reduction in the number 
of Asian business associations operating in Australia; and a fall in the number of 
Australia-Asia research papers published on the internet.

The research and business development component is a dimension of Australian-Asian 
engagement not captured by other measurements – and is exclusive to the Index. 

The national accounts, for example, do not record the creation of business associations 
or government offi ces dedicated to promoting and assisting business in foreign countries. 
This component combines a basket of diverse activities, all of which tend to create future 
connections, open market opportunities and enable and inform future business decisions. 
In this way, the Research and Business Development component may be an indicator 
of future movements in other components measured by the Index.

Figure 7: Research and Business Development Component
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Except for a small hiatus in 2001, there has been a strong increase since 1990 – an 
average of about 6 per cent per year – in applications from Asia to IP Australia, the 
Australian patent offi ce. In recent years, interest in patenting has grown around the 
world and Australia has been part of this trend. Japan dominates Asian applications 
into Australia.

There has been a recent drop-off in Australia-Asia research articles, including peer-
reviewed papers, books and articles from professional societies. These peaked 
between 1997 and 2002, and have declined since.

Components: Research and Business Development
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Table 6: Trends for Research and Business Development Component

Index 
(1990=100) 1990 1995 2000 2007 2008

% change 
2007-2008

Asia25 100.0 182.4 300.1 338.4 303.4 -10.3

ROWa 100.0 131.3 189.1 229.4 216.0 -5.8

a “ROW” means the rest of the world (excluding Asia25)

Key fi ndings for Research and Business Development component

While Australian business and research engagement with Asia fell by 10.3 per cent 
in 2008, there is still a strong positive long-term trend component in the Asian 
data series. 

Research and business engagement with the rest of the world has levelled off 
over the past four years. 

The number of Australian business visits to Asia fell in 2008, though they still 
outnumber Asian visits to Australia: Australians made 404,000 business visits 
to Asia compared to 349,000 Asian business visits to Australia. 

Indonesia was a notable exception to the fall in business travel: trips to and 
from Indonesia for business rose in 2008.

Japan R&BD engagement fell 28.3 per cent.

The decline in engagement from 2007 to 2008 can be explained by the fall in 
Australians making business visits to Asia; a fall in Asian businesses patenting in 
Australia; a slight reduction in the number of Asian business organisations and 
friendship societies operating in Australia (data obtained through exhaustive search 
of available business directories, purchased mailing lists and current databases); 
and a fall in the number of Australia-Asian papers published on the internet. 

Over the Index period, the number of short-term and long-term business visits 
by Asians has increased an average of about 8 per cent per annum. Australian 
business visits to Asia has increased overall by about 6 per cent per annum.

The trend rate of increase in Australian-located Asian associations supporting 
business and friendship has been 9 per cent per annum.

•

•

•

•

•

•

•

•
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What the Research and Business Development measures: 

This component comprises data on:

number of short-term and long-term visits to/from Australia from/to other country 
(by country) for business/employment purposes;

number of international business organisations and foreign associations in 
Australia (by country);

number of patent applications fi led in Australia by inventors in other countries 
(by country);

number of research articles published on Australian-other country relations 
(by country).

•

•

•

•

Components: Research and Business Development
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Education – a lead sector for other engagement

Education is often seen as a softer form of engagement, less quantifi able than trade in 
goods, for instance, and more nuanced than many other forms of encounter. We have 
long been aware of anecdotal evidence that international education forms strong bonds 
and forges signifi cant bilateral relationships. 

But, for the fi rst time, the Index provides evidence of a statistical relationship between 
the number of students and conference attendees coming to Australia from each country 
and future forms of international activity. 

The Melbourne Institute of Applied Economic and Social Research, as part of this 
year’s research for the Index, conducted a regression analysis of the components. 
This statistical test looks for relationships between variables, in this case, between 
education and other sectors.

The results demonstrate a correlation exists at the country level between education 
and, fi rstly, tourism and migration in the short term, and, secondly and most notably, 
in investment20 and trade statistics in the years to come.21

The Index, in other words, has identifi ed a potential crystal ball for future prospects 
– and even possible roadblocks: a signifi cant association between education and the 
four “time-lapsed” components, with education acting as the lead sector. This increases 
the importance of the 2009 Indian student crisis in Australia’s international education 
sector given the possible impact to Australia’s travel, migration, trade and investment 
sectors over the next decade.

Figure 8: Education Component
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20 The relationship between education and investment is the most fragile of the statistical correlations, due to 
the erratic nature of investment fl ows.

21 The equations underlying these estimates do not include variables such as national GDP, rates of interest, 
household income, fl uctuations in stock prices etc.
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Table 7: Trends for Education Component 
(short and long term infl ow/outfl ow, ’000 people)

Componentb 1990 1995 2000 2007 2008
% change 
2007-2008

Asia25

Infl ow 65.6 133.2 216.5 392.3 415.8 6.0

Outfl ow 26.7 43.0 68.0 86.7 89.6 3.4

Total 92.3 176.2 284.5 478.9 505.4 5.5

ROWa

Infl ow 50.9 93.3 168.1 240.0 271.6 13.2

Outfl ow 56.6 100.5 135.5 177.3 189.4 6.8

Total 107.6 193.9 303.6 417.3 461.0 10.5

Notes:  a “ROW” means the rest of the world (excluding Asia25).

Table 8: Trends for Education Component 
(Secondary school exchanges and Intensive English students, infl ow, ’000 people)

Index 1990 1995 2000 2007 2008
% change 
2007-2008

Asia25

Secondary 
student 
exchange

n/a n/a 0.4 0.3 0.2 -8.2

Intensive 
English n/a n/a 11.1 14.6 12.1 -17.0

ROWa

Secondary 
student 
exchange

n/a n/a 1.7 1.7 1.3 -22.5

Intensive 
English n/a n/a 4.8 10.7 13.4 24.4

Notes:  a “ROW” means the rest of the world (excluding Asia25).
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Annual growth in overall education traffi c to and from Asia slowed a little in 2008. Overall 
numbers still grew by 5.5 per cent over the year, but was down from the substantial rise 
of 13.1 per cent the previous year. Meanwhile, education fl ows between Australia and the 
rest of the world (ROW) rose 10.5 per cent in 2008. 

In 2008, China was the most important engagement country in education and conference 
attendance. Over 105,000 people from China came to Australia for either education or 
conference reasons, while 13,000 Australians travelled to China for the same reason. 
India is the other star performer. In the 19 years to 2008, the number of people from India 
travelling to Australia for education or conference attendance increased 40 fold to a total 
of more than 51,000.

The proportion of international enrolments to domestic enrolments in Australian tertiary 
education institutions has risen to about 20 per cent overall from a standing start in the 
mid-1980s. This is the highest level in the world. In recent years, education has replaced 
tourism as Australia’s largest services export, worth $15.5 billion in 2008. 

Key fi ndings for Education component

Education, which includes business people travelling to conferences and conventions, 
has been a source of consistent and growing engagement with both Asia and the ROW.

Most of the traffi c with Asia is infl ows of people rather than outfl ows, by a factor of 
5 to 1. In 1990, it was 3 to 1. Hence, both the relative and absolute importance of 
people coming to Australia as a form of engagement is rising.

Most of the education trade between Australia and ROW is also infl ows (that is, 
exports). In 1990, there was a balance of people coming and going between Australia 
and the ROW. By 2008, infl ows were about 50 per cent higher than outfl ows. 

The numbers of intensive English-language students from Asia fell by 17 per cent 
in 2008, mainly due to diminishing numbers of Korean students.

Despite this increased globalisation of education and conference attendance, 
the numbers of Australians going to Asia are still small.

In 2008, China was the most important engagement country in education and 
conference attendance. Over 105,000 people from China came to Australia for 
either education or conference reasons, while 13,000 Australians went to China 
for the same reason.

•

•

•

•

•

•

Components: Education
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In the 19 years to 2008, the number of Indians travelling to Australia for education 
or conference attendance increased 40 fold. 

Vietnam is a newly emerging educational engagement partner. While there were 
only a handful of visits between Australia and Vietnam in 1990, there are now (2008) 
13,000 Vietnamese coming to Australia and 4000 Australians going to Vietnam 
each year.

Koreans, Thais and Japanese, are the most prevalent Asian students studying 
intensive English-language courses.

Since 2000, there has been a considerable fall in the number of Indonesians 
travelling to Australia for intensive English-language courses. 

Japanese are the most likely of all Asian countries to engage in a secondary 
student exchange.

•

•

•

•

•

Number of people from this country who came 
to Australia for either education or conferences

Number of Australians who travelled to this country 
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In 2008, the numbers of students going into and out of each country are illustrated 
in the table below: 

•
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Figure 9: Education Shares by Economy22

What Education measures

This component comprises data on:

number of short-term visits to/from Australia from/to Asia (by country) to attend 
a conference/convention or for education;

number of long-term visits to/from Australia from/to Asia (by country) for educational 
reasons (by country);

number of secondary student exchanges between Asia and Australia (by country); 

number of students travelling to Australia for English Language Intensive Courses 
(by country).

•

•

•

•

Components: Education

22 “Other ASEAN” includes Burma, Laos, Cambodia, and Brunei Darussalam. 
“Other” includes Sri Lanka, Maldives, East Timor, Macau, Bhutan, Nepal, Mongolia, Bangladesh, and Pakistan.
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Education Viewpoint: University of Melbourne
Professor Glyn Davis, Vice Chancellor

How important are international 
students, particularly those from 
Asia, to the Australian tertiary 
education sector?

Without doubt 
international students 
are hugely important to 
Australian universities, 
but also to the 
Australian community. 
For universities they 
represent about a quarter 

of our students; they represent a really 
important diversity amongst our students; 
they open up our universities to the world. 
For Australia, they’re now the third largest 
export industry, so international students 
have been quite transformational. 

Which other sectors in Australia 
benefi t from the infl ow of Asian 
students? 

Most people think about the direct ones 
– accommodation and food and beverages 
and support services for students. Of 
course, they all matter. But more signifi cant 
is the intellectual capacity those students 
make available because so many of them 
stay and contribute to every other sector 
of our society – our professions but also 
our community life. 

What longer-term benefi ts are 
delivered by the enhanced Asia-
Australia engagement that foreign 
students represent? Do you have 
an example? 

It’s the cliché: twenty-two million people 
who sit on the edge of the world [in 
Australia] can be ignored. We will only 
make an impact and make a broader 
contribution if we can interact with our 
neighbours, if we’re an open society, 
a society that welcomes people to our 
shores and then interacts with them 
when they’re here. One of the reasons 
the PricewaterhouseCoopers Melbourne 
Institute Asialink Index is so important 
is that it has shown us over time that 
education is a good indicator of the 
broader relationship – that strong education 
fl ows refl ect broader fl ows, particularly 
in trade. And I guess the reason that this 
year’s results are disturbing is that they 
begin to show diffi culties in the education 
relationship; you might expect that to follow 
in trade over time and that would be very 
signifi cant for our economy. We know that 
graduates from this country live and work 
and in many cases lead in other countries. 
People talk about the Malaysian Cabinet: 
at one point the majority of its membership 
were graduates of Australian universities. 
That can only enhance trade between 
Australia and Malaysia. That can only make 
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Education is Australia’s single largest services export and the third 
largest export overall. The growth opportunities – and the challenges 
– are considerable.



the Malaysian government think positively 
when it’s in trade negotiations with 
Australia. So if we see a closing down of 
those education links, we will begin to see 
over time, potentially, diffi culties in trade. 

What are the drivers of fl uctuating 
demand by Asian students for 
Australian educational services? 

Education demand, like demand in other 
markets, is a little volatile. There are 
fashions, there are countries that come 
in and out of fashion. The Australian 
dollar rises and falls, the exchange rate 
clearly makes a difference – the lag is 
there but it’s still signifi cant. Reputation 
matters. When Australia’s reputation is 
strong in the world, we do well. When our 
reputation is tarnished, as it has clearly 
been in India, then that has consequences 
for the willingness of Indian students to 
contemplate Australia as a destination. 

How are those drivers managed?

It’s very hard to manage some of these 
drivers. The exchange rate is not open 
to anything the universities or even 
governments can do. Many of the major 
changes are about macro-economic 
forces in the world. But some things you 
can manage. It’s important that Australia 
is in the region promoting education and 
promoting Australia as a safe, tolerant and 
welcoming destination for students. That 
matters. It matters that Australia has profi le 

in the region. It matters that there are good 
Australian companies working in the region 
and people can see they’re Australian and 
think of them as potential employers and 
[they are] living the values that you’d like to 
see Australia represented by in the region. 

You’ve recently returned from India 
and listened to many people’s views 
about the attacks in Australia on 
Indian students. What impact do 
you expect this will have on the 
education sector? 

Recently a group of colleagues and I 
from the University of Melbourne spent 
ten days in India in a range of cities. We 
met with alumni, we met with the parents 
of existing students and we met with 
prospective students. We didn’t miss the 
anger that many people hold about the 
treatment of Indian students in Australia, 
generally, and specifi cally in Melbourne. 
Even people who are somewhat skeptical 
of the media have taken away the message 
that Indian students are not welcome 
in this country and subject to violence. 
It’s remarkable how much that message 
has pervaded Indian understanding of 
Australia. This is very damaging for our 
country, in education terms but also in 
broader trade terms, in diplomatic and 
other relationships. It will take a long time 
to rebuild the damage that’s been done to 
our national reputation. And it must force 
us to ask some very hard questions about 
our treatment of guests in our country. 

“ “People talk about the Malaysian Cabinet: at 
one point the majority of its membership were 
graduates of Australian universities.
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Do you anticipate this reputational 
risk will affect future enrolments? 

I’ve no doubt we’ll see a fall in enrolments 
from India in the near-term. While we 
were there, the agents we talked to said 
student inquiries were down 60 per cent. 
At the same time, applications to the 
United Kingdom have almost doubled. 

What is being done to minimise 
these risks? 

When you get an incident like this, one 
of the things you can do is not only 
respond at home but actually go to India 
and address the question. I’m pleased 
to see a whole range of universities have 
done this. Premier Brumby was there. 
In November the Prime Minister will be 
there. It’s very important that a series of 
people – not just one voice, not just one 
visit – are constantly in the public eye in 
India and able to put the other case, able 
to acknowledge the problem – because 
you can’t make it go away. You have to 
acknowledge it, face up to it, and say 
“what can be done?” 

In Australia we have to think about how 
we provide protection for Indian students 
and others, not just Indians of course, how 
we improve security in the communities 
and the areas where the attacks have 
taken place. We probably also need some 
form of public campaign to remind people 
that if you want to be seen as a tolerant 
society you have to live the values, you 

can’t just express them – you have to be 
seen to live them. We need to reinforce 
the message at home that behaviour that’s 
racist or unwelcoming is just unacceptable 
and ‘unAustralian’. 

What are the opportunities for the 
Australian tertiary education sector 
in relation to Asian engagement in 
the future? 

Over the last fi fteen years we’ve seen 
extraordinary growth in student interest 
in coming to Australia. The universities 
have shown themselves to be shrewd 
and capable entrepreneurs on the 
international stage at attracting students 
but, importantly, at providing a quality 
education. [This is important] because 
they go home and they talk about their 
education and that’s the single most 
important signal for people to follow. 

The growth opportunities are considerable. 
The challenges for us are diversifi cation 
– so we’re not too heavily dependent 
on a single market – but also that we 
refl ect a diversity of faces and voices and 
experiences in the classroom. 

A number of Australian universities have 
decided to go offshore themselves to 
teach directly into Asia. There’s quite a 
number of Australian campuses through 
Asia and into the Middle East and that’s 
an exciting and interesting innovation – not 
for everybody – but for those who’ve done 
it an important contribution. So Australia’s 
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name as an education destination isn’t 
just people coming here: in many cases 
people can see Australian providers in their 
own country. We will move into an ever 
more global market [and] all of this is very 
exciting. The challenge for us is to maintain 
the quality of what we do and to make sure 
that what we’re offering is education, not 
migration. [It’s important] that it’s clear 
that people coming to an Australian 
university are doing so because they want 
to be educated there and not because 
this is part of something else unrelated 
such as migration. 

How do you convey that subtlety? 
Has there been confusion on the part 
of some education consumers that 
what they’re buying is migration?

One of the diffi culties we face as a nation 
is that we’ve sent potentially confusing 
signals. On the one hand Australia [offers] 
quality education, particularly in the 
university sector, and on the other hand 
we’ve had some institutions outside the 
university sector whose principal focus has 
been migration and they’ve used education 
as a vehicle to make migration open. 

These two things are diffi cult messages to 
reconcile and some of the issues we now 
face in India are really around migration 
questions rather than education – although 
the effects may well be felt in the university 
sector. It’s important in policy terms that 
this is education and this is migration and 
they don’t just roll into one. It’s important 
as a nation that we’re not seen to sell 
citizenship. It’s important when we send 
messages into our region that when 
we talk about education, that’s actually 
what we’re talking about and it’s quality 
education. 

Our presumption is – although some 
students will choose to stay on in Australia, 
which is a good thing – that many of 
those we train, the vast majority, will 
return to their own nation and will make 
a contribution there. While getting an 
Australian experience they build the 
links and the ties but they take those 
links home. 
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The growth in Asia-Australia tourist traffi c in 2008 was attributable solely to Australians 
travelling to Asia, with the numbers of Asian tourists holidaying in Australia declining. 
The recent fall in Asians seeking to holiday in Australia accelerated in 2008, down 7.7 per 
cent, with Japanese tourist numbers half what they were at the peak in 1997. Japan is still 
Australia’s biggest Asian tourism partner but the number of holiday tourists from Japan 
plummeted 21 per cent last year, falling back to below 1990 levels. Increasing tourism 
from India and Malaysia offset these declines. 

But while tourism from Asia has been sluggish or declining, there has been steady 
and even spectacular growth in the number of working holiday makers (WHM), with the 
addition of 18 new participating countries since 2000, bringing the total to 25 participants. 
There are seven Asian economies represented: Japan, Korea, Taiwan, Thailand, Malaysia, 
Hong Kong and, in 2009, Indonesia. In 2008, the numbers of Asian participants in 
the WHM scheme grew a substantial 16.4 per cent, continuing the pattern of recent 
bumper years. 

A 2008 survey found WHMs spent more than they earned, thus the scheme’s value as 
a tourism export program rather than a labour supply program.23 Koreans comprise the 
largest group, representing 20 per cent of the total, followed by Germans at 14 per cent 
and British at 12 per cent. Japan was also a major Asian source country.

WHMs, aged between 18 and 30, are relatively well educated, balanced evenly between 
the sexes, and are of particular value to employers in rural areas, often taking hard-to-fi ll 
agricultural jobs. 

The cultural exchange achieved through the scheme lays valuable foundations for future 
business and political engagement. Given its contribution to the economy and long-
term signifi cance, Australia could usefully consider encouraging a broadening of the 
WHM scheme, and greater participation from new working holiday countries: Indonesia, 
Malaysia and Thailand. 

Figure 10: Tourism Component
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23 Evaluation of Australia’s Working Holiday Maker (WHM) Program, 27 February 2009, National Institute of Labour 
Studies, Flinders University, Adelaide, Australia
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Table 9: Trends for Tourism Component (inward/outward, ’000 people)

Componentb 1990 1995 2000 2007 2008
% change 
2007-2008

Asia25

Inward 650.1 1564.2 1529.2 1540.4 1422.2 -7.7

Outward 537.7 640.9 905.6 1624.7 1830.1 12.6

Total 1187.9 2205.1 2434.9 3165.1 3252.2 2.8

ROWa

Inward 1047.8 1403.9 2124.5 2490.8 2486.2 -0.2

Outward 1080.8 1168.3 1576.1 2421.0 2558.4 5.7

Total 2128.6 2572.2 3700.6 4911.8 5044.6 2.7

Notes:  a “ROW” means the rest of the world (excluding Asia25).

Table 10: Number of Working Holiday Makers Entering Australia

Component 1990 1995 2000 2007 2008
% change 
2007-2008

Asia25 WHM 6,692 7,562 11,117 43,891 51,107 16.4

ROW WHM 40,691 13,301 68,122 92,533 106,469 15.1

a “ROW” means the rest of the world (excluding Asia25)

Key fi ndings of Tourism component

In 2008, the numbers of Asian participants in the working holiday maker (WHM) 
scheme grew a substantial 16.4 per cent, continuing the pattern of recent 
bumper years.

ASEAN is our major tourism engagement partner for both inward and outward 
bound tourists. In 2008, 1.6 million people travelled between Australia and ASEAN 
for holidays or to visit friends and family. Three Australians travel to an ASEAN 
country for every one ASEAN citizen coming here. 

Japan was the largest Asian country partner with 480,000 people travelling in either 
direction. The directional fl ows are the reverse of ASEAN: for every single Australian 
travelling to Japan, around four Japanese come here. Inbound Japanese tourist 
numbers in 2008 are half what they were at the peak in 1997.

While the overall interchange of tourists between Asia and Australia continued to 
grow in 2008, the rate of increase has slowed down. In 2008, tourism engagement 
grew by 2.8 per cent, compared to 8.8 per cent the previous year.

The growth was due to an increasing number of Australians travelling to Asia. 
There was a continued fall in Asians seeking to holiday in Australia.

•

•

•

•

•
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There were large decreases in tourists from (in order): Japan, Korea, Taiwan, 
Thailand and Hong Kong. The loss was stemmed by large increases from India and 
Malaysia, while Indonesia, the Philippines and China also recorded slight increases.

The appeal of Asia as a holiday destination for Australians has not waned. The most 
popular destinations in 2008 were Thailand and Indonesia, both attracting twice 
as many Australian tourists as China, Hong Kong or Vietnam.

•

•

Figure 11: Tourism Shares by Economy

What Tourism measures: 

short-term visits (less than 1 year) to/from Australia from/to Asia (by country) 
for holiday;

short-term visits (less than 1 year) to/from Australia from/to Asia (by country) 
to visit friends/family;

long-term visits (more than 1 year) to/from Australia from/to Asia (by country) 
for holiday;

long-term visits (more than 1 year) to/from Australia from/to Asia (by country) 
to visit friends/family;

number of visas granted for working holiday makers in Australia from Asia 
(by country).

•

•
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Migration between Australia and Asia during 2008 rose 18.4 per cent year on year, a 
record increase. In 2008, migration from Asia to Australia, predominantly from India 
and China, increased 21.4 per cent compared to a rise the previous year of 8.9 per cent. 

This steep trend is not expected to be sustained into 2009. Australia’s attractiveness 
to migrants, and the country’s appetite for both skilled and unskilled labor, tends to 
decrease in times of economic downturn. 

Migration can be the deepest and most personal form of engagement between cultures. 
But not all immigrants, it seems, settle forever: data on the country of birth of permanent 
departures reveals that China and Hong Kong are the main source country of émigrés. 
These are former immigrants who either did not settle or perceived a positive turnaround 
in their home country circumstances. 

While some of these émigrés may leave Australia for negative reasons, for others the 
temporary engagement often leads to future business and cultural connections between 
Australia and Asia. In 2008, nearly twice as many people from Hong Kong left Australia 
as arrived. The fi gure for China was about 30 per cent and for India 4 per cent.

Figure 12: Migration Component
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The proportion of immigrants from Asia compared to those from the rest of the world 
(ROW) has tended to fall in recent years, though in 2008 the ratio was showing signs of 
reversing. Importantly, immigrant country appears to have a statistical relationship with 
education-related entrants the previous year. About 30 per cent of immigration in any 
given year is mirrored in the numbers coming from that country for education purposes 
the year before.

Key fi ndings for Migration Component

Migration between Australia and Asia rose in 2008. The total numbers arriving and 
departing as permanent settlers was 18.4 per cent higher than in 2007. This compares 
with a 7.8 per cent increase to and from the ROW. 

Immigration from Asia represents about 40 per cent of Australia’s total immigration 
in 2008. 

The main Asian source country for new immigrants is India, with China a close 
second, continuing a trend maintained over the past eight years. This pattern 
appears to be consolidating. 

By contrast, two decades ago the principal Asian source countries were Vietnam 
and Hong Kong. Malaysia was also among the largest source country for immigrants 
in 1990. In that year about 6200 people arrived from Malaysia, whereas by 2008 it 
had fallen to 3800.

Immigrant country appears related to previous education-related entrants. About 
30 per cent of immigration in any year can be statistically explained by the numbers 
coming from that country for education the year before.

In 1990, infl ows from Vietnam and Hong Kong refl ected political conditions, but the 
recent rise of China and India is the product of economic growth in both economies, 
the increased levels of education and skills of their workforces, and the opening up 
of Australia’s economy to skilled migrants.

Data on the country of birth of permanent departures reveals China and Hong Kong 
are the main source country of émigrés. These are former immigrants who do not 
settle or perceived a positive turnaround in their home country circumstances.

•

•

•

•

•

•

•

Table 11: Trends for Migration Component (immigration and emigration, ‘000 people)

Component 1990 1995 2000 2007 2008
% change 
2007-2008

Asia25

Immigration 56.9 36.7 33.8 56.2 68.2 21.4

Emigration 1.5 3.1 7.4 13.6 14.4 5.9

Total 58.4 39.8 41.2 69.8 82.6 18.4

ROWa

Immigration 64.7 60.2 63.4 85.5 93.3 9.2

Emigration 28.8 24.8 36.4 61.4 65.0 6.0

Total 93.5 85.0 99.8 146.9 158.4 7.8

Notes:  a “ROW” means the rest of the world (excluding Asia25).



 PricewaterhouseCoopers Melbourne Institute Asialink Index 2009 | 53

Figure 13: Migration Shares by Economy24

What Migration measures:

This component comprises data on:

number of all permanent immigrants moving to Australia from Asia as defi ned 
by country of birth;

number of all permanent emigrants leaving Australia by Asian country of birth. 

•

•

Components: Migration

24 “Other ASEAN” includes Burma, Laos, Cambodia, and Brunei Darussalam. 
“Other” includes Sri Lanka, Maldives, East Timor, Macau, Bhutan, Nepal, Mongolia, Bangladesh, and Pakistan. 
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Bilateral government aid to Asia fell in 2008, as did Asian student scholarships offered 
by AusAID. However, an overall rise in the Index is attributable to a rise in the number 
of Australian doctors, nurses and volunteers working in Asian countries. 

Over the course of the Index period, the picture of Australian humanitarian engagement 
in the region has become increasingly complex, as a result of economic growth and 
Australian Government policy changes. Countries are increasingly able to fund their own 
programs. For example, in 2003, India phased out government-to-government foreign 
aid from all but six major donors – the US, Britain, the European Commission, Japan, 
Germany and Russia. Australia has also increased its humanitarian funding allocated 
through multilateral channels, including the World Bank and the United Nations, which 
means a proportion of aid to Asia is not refl ected in country specifi c data. 

The Humanitarian Assistance component of the Index attempts to measure broad 
engagement in the fi eld, combining several non-monetary indicators alongside raw 
expenditure fi gures (see What Humanitarian Assistance Measures on page 56). 
The growth in the Humanitarian Assistance Index this year has been driven by a rise 
in the number of Australian doctors, nurses and volunteers working in Asian countries. 
The main impacted country was Burma following Cyclone Nargis in May 2008, but 
there were also increases in the number of volunteers going to Sri Lanka and doctors 
and nurses going to China, Singapore, Thailand and Vietnam. 

Most aid fl ows are relatively stable, with spikes appearing in the Index following 
signifi cant natural and man-made events: In 1999-2000, the creation of an independent 
East Timor; and in 2005-2006 following the Indian Ocean tsunami.

Figure 14: Humanitarian Assistance Component
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Table 12: Index Trends for Humanitarian Assistance Component

Index 
(1990=100) 1990 1995 2000 2007 2008

% change 
2007-2008

Asia25 100.0 137.4 215.1 287.3 316.2 10.0

ROW 100.0 117.6 134.1 152.3 164.0 7.7

Key fi ndings for Humanitarian Assistance component

The Humanitarian Assistance component is largely driven by the scale and location 
of irregular geo-physical tragedies such as cyclones, earthquakes and tsunamis. 
The peak in the Humanitarian Assistance component followed the 2004 Indian Ocean 
earthquake and tsunami. The upward trend since may be explained by a succession of 
events such as the Sichuan earthquake (May 2008) and Burmese cyclone (May 2008).

Our neighbouring Asian countries receive continuously larger shares of our bilateral 
humanitarian aid than the rest of the world (ROW).

China recorded the largest rise in bilateral government aid in 2008 (see China chapter).

2008 recorded rises in the numbers of Australian doctors, nurses and volunteers 
travelling to Asia for long term residence, but a fall in the amount of bilateral 
government aid to Asia and declining numbers of AusAID scholarships awarded. 
Both these changes were also refl ected in Australia’s humanitarian engagement 
with the ROW.

•

•

•

•

What Humanitarian Assistance measures:

This component comprises data on:

AusAID expenditure on humanitarian, emergency and refugee assistance for Asia 
(by country);

number of long-term and permanent passenger movements by doctors, nurses 
and teachers to Asia (by country);

number of Australian volunteers in Asia working for organisations such as the 
Red Cross and Medecins Sans Frontieres (by country);

number of Australian members of UN Peacekeeping Forces in Asian countries 
(by country);

number of student scholarships offered by AusAID (by country).25 

•

•

•

•

•

25 For further detail on this component, see APPENDIX 1: Construction of the PricewaterhouseCoopers Melbourne 
Institute Asialink Index, p. 90
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“Together, ASEAN, China 
and Japan make our 
western partners seem 
almost insignifi cant...our 
future is tied to our region “

Professor Tim Lindsey, 
Director, Asian Law Centre at the University of Melbourne
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In February 2009, Australia, New Zealand, and the ASEAN26, grouping of 10 of our closest 
neighbours, signed an historic agreement establishing a Free Trade Area (FTA) across the 
entire region. The 12 countries – stretching from the edge of the Himalayas down to the 
southern Pacifi c Ocean – now have the makings of a bloc, an economic community, 
a common market of the East.

To have achieved this much is a milestone. The FTA will have increasing importance 
as ASEAN progresses on its own integration agenda. The 10 nations have committed 
to building a single market in a region of 550 million people and a GDP of more than 
US$800 billion. The main driving force in this effort to accelerate integration has been the 
loss of competitiveness with emerging production areas such as China. This continues to 
be a signifi cant driver of reform.

Admittedly, there are aspects of the agreement which are not perfect – non-tariff barriers 
especially in government procurement are a notable gap, and services sector issues are 
all but ignored.27 But Australia and New Zealand succeeded where others have failed: 
namely to conclude a free trade deal with the intensely diverse and independent nations 
of Southeast Asia,28 a deal which is a ‘living document’, which many believe will have 
ongoing commercial relevance. 

The importance of our relationship with ASEAN

ASEAN works through consensus, rather than censure, and has worked cooperatively 
towards closer economic integration for more than 40 years. Its vision is for a single 
market and production base by 2015, with more immediate goals for certain priority 
sectors. Australia has been a close partner in supporting ASEAN’s community building 
and, signifi cantly, was the group’s fi rst external dialogue partner in 1974. 

The challenge for Australian companies and investors is how to think of ASEAN as 
a region rather than 10 disparate parts. There are also continuing challenges within 
ASEAN itself: at a fundamental level, countries must sustain the political will to integrate 
their economies.29 National sovereignty has been jealously guarded and ASEAN members 
have developed a habit of competition with other ASEAN export rival countries, rather 
than a habit of integration. There has been also a lack of capacity within ASEAN to 
enforce its decisions. 

However, the adoption of the ASEAN Economic Community (AEC) Blueprint in November 
2007 was a remarkable development, moving ASEAN from a process-driven integration 
into one driven by clearly defi ned goals and timeframes. The blueprint is a binding 
declaration of commitments of all member countries, a clear departure from ASEAN’s 
tradition of steady but slow consensus.30 

The APEC Business Advisory Council (ABAC) has been among those active in promoting 
regional economic integration, identifying critical impediments to cross border business 
and advocating greater transparency. But it is uncertain whether the broader Australian 
business community has fully recognised the strategic, political and even the economic 
signifi cance of the robust relationship between Australia and ASEAN.

Economies: ASEAN

26 ASEAN includes: Brunei Darussalam, Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philippines, Singapore, 
Thailand, Vietnam

27 Minter Ellison report card rated it in terms of trade agreement, as six out of ten. The ASEAN Australia New Zealand 
Free Trade Agreement Special Report”, April 2009

28 The European Union and ASEAN in 2009 have halted FTA negotiations
29 Peter J. Lloyd, “What is a single market? An application to the case of ASEAN”, in Brick by Brick: The Building of 

an ASEAN Economic Community, Denis Hew (Ed) 2007. A single market is defi ned as integrated if the Law of One 
Price holds for all commodity and factor markets. The central idea then is that there should be no discrimination, no 
geographic segmentation, and, according to Lloyd, implies a unifi ed fi scal system with equal tax rates across countries.  
Lloyd says the conditions necessary for this include: a competition law and policies to promote competition; the removal 
of all border restrictions and full National Treatment with respect to taxes and other state charges and regulation

30 Hadi Soesastro, “Implementing the ASEAN Economic Community (AEC) Blueprint”, The ASEAN Community: 
Unblocking the Roadblocks, ISEAS, 2008
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Market access for services in ASEAN Australia New Zealand
Free Trade Agreement (AANZFTA)

About 70 per cent of Australia’s GDP comes from services and these constitute a growing 
part of our trade. For many businesses, market access for services appears to have been 
largely overlooked in the AANZFTA. But while the improvements in services integration 
are modest, the agreement does succeed in two respects: it promotes greater certainty 
for Australian service providers by cementing existing levels of protection; and it creates 
a central framework for future services negotiations.

Many questions remain. Will ASEAN move fast enough towards integration to meet its 
challenges? Will its integration be deep enough to create a seamless market? Despite solid 
growth since the East Asia Financial Crisis, and in the wake of the recent global fi nancial 
crisis, ASEAN faces mounting competitive pressure from its giant regional neighbours, the 
bookends of Asia: China and India. Foreign direct investment fl ows into ASEAN have not 
fully recovered from the 1990s and certainly have been outpaced by China.

According to an Australian Department of Foreign Affairs and Trade report, ASEAN: 
Building an Economic Community,31 while the ASEAN community is a work in progress, 
Australian companies need to be in step with its new direction and purpose. As ASEAN 
progresses towards deeper integration, Australian fi rms can take advantage of 
opportunities for specialisation and economies of scale, and may seek to diversify their 
risk by investing in ASEAN as an alternative to China. At the very least, products will move 
more freely, an attractive production and export platform for global and regional investors.

The Index reveals our overall engagement with ASEAN slowed a little in 2008 with 
growth of 5.8 per cent, compared to a strong increase of 14.8 per cent the previous 
year. Both the research and business development component and to a lesser extent, 
investment, fell. But two-way trade between Australia and ASEAN continues to be 
energetic. In 2008, it was worth almost $90 billion, making it – as a trading bloc – our 
largest trading relationship. Services account for over 29 per cent of Australia’s total 
exports to ASEAN and there is considerable potential for these to increase.

Figure 15: ASEAN Index
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31 ASEAN: Building an Economic Community, Gita Nandan, Department of Foreign Affairs and Trade Economic 
Analytical Unit, 2006.  
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Table 13: Index Trends for ASEAN

Index 
(1990=100) 1990 1995 2000 2007 2008

% change 
2007-2008

ASEAN 100.0 172.1 283.0 404.9 428.3 5.8

Asia25 100.0 186.5 291.1 420.7 453.9 7.9

A swift tour of ASEAN countries for 2008:

Brunei Darussalam: The trend rise in the index with Brunei has been lower than for 
both ASEAN as a whole and the rest of Asia25. Overwhelmingly, most of this growth 
can be attributed to imports of goods and services. Australia exports very little to 
Brunei Darussalam. 

Cambodia: There has been an exceedingly strong rise in the index with Cambodia 
since 1990 albeit from a very low base. The strongest components are education 
and tourism but trade has also grown strongly.

Indonesia: See pages 73 - 75.

Laos: The Lao index has also exhibited a strong rise since 1990 – again from a 
low base. Almost all of this rise is due to a growth in education and tourism. 

Malaysia: Since 1990, the Malaysian index has grown about 50 per cent faster than 
the overall ASEAN index. Almost all of this above average growth is accounted 
for by the investment component, but the research and business development 
component has also shown a solid and promising growth. While most of the growth 
in investment is due to capital coming into Australia, there is a sizable amount also 
fl owing out to Malaysia.

Burma: Overall engagement with Burma has also increased by more than the ASEAN 
average and this has been accounted for by the tourism, education and migration 
components. The investment component has fallen since 1990.

Philippines: The Philippines index has risen faster than the ASEAN index since 1990 
and most of this is due to a strong rise in infl ows of capital within the investment 
component. The education component has also exhibited a fast rise. Most of this 
growth is due to a growth in education and conference visitors who stay for over 
12 months. However, short term education and conference visitors from the 
Philippines are still more numerically important. 

Singapore: The Singapore index has not kept pace with the overall ASEAN index since 
1990. Engagement in education and tourism were particularly sluggish. The strongest 
growing components were investment and migration. 

Thailand: The Thai index has shown strong growth and resilience since 1990. Almost 
all of the growth has been due to the strong rise in tourism. Australian holiday goers 
to Thailand outnumber holiday goers from Thailand by a ratio of 10 to 1. However, 
the numbers of tourists visiting family and friends is more balanced. Here the ratio is 
2 to 1 (in favour of visits to Thailand).

Vietnam: Of all the ASEAN countries, Vietnam’s engagement with Australia has 
registered the most growth since 1990. Vietnam is one of the rising stars of Asia and 
this is revealed across all the components of the Index with the single exception of 
investment. Imports from Vietnam in 2008 continue to exceed exports to the country 
from Australia. The fastest growing component has been education. 

•

•

•

•

•

•

•

•

•

•

Economies: ASEAN



62 | PricewaterhouseCoopers Melbourne Institute Asialink Index 2009

Components of the ASEAN Index

ASEAN, as a bloc of nations, continues to be our 
largest trading relationship at $88.7 billion. Imports 
from ASEAN account for almost 67 per cent of the 
total trade, principally crude and refi ned petroleum, 
transport vehicles, computers and televisions. 
Services account for over 29 per cent of Australia’s 
total exports to ASEAN and there is considerable 
potential for these to increase. We also export 
wool, live cattle, alumina, salt and barley.
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Since 1990, two-way investment with ASEAN has 
grown about twice the rate of our engagement in all 
the other components. The humanitarian assistance 
and education components have grown the least. 
However, in 2008, the investment component fell, 
although given the volatile nature of investment 
behaviour this may not be signifi cant.
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In the year to 2008, the fastest growing ASEAN 
components were trade and tourism. ASEAN, as a 
group of nations, is our major tourism engagement 
partner for both inward and outward bound tourists. 
In 2008, 1.6 million people travelled between 
Australia and ASEAN for holidays or to visit friends 
and family. Three Australians travel to an ASEAN 
country for every one ASEAN citizen coming here. 

P
eo

pl
e 

‘0
00

1600

1400

1200

1000

800

600

1990
1994

1998
2002

2008

Tourism

Of Australia’s top 10 education-related export 
countries, fi ve are ASEAN economies. A large 
proportion of our services exports to ASEAN is 
attributable to education, and the ASEAN-Australia-
New Zealand FTA is expected to open this further, 
allowing more joint ventures in higher education 
and greater freedom in the movement of people. 
More than half of Australia’s travel exports to 
ASEAN are education-related.
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Along with investment, the research and business 
development component for ASEAN fell, perhaps a 
worrisome fi nding, given that intuitively we expect 
this range of activities to impact on trade and 
investment activities. In
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The Humanitarian Assistance Index for ASEAN 
rose substantially in 2008. In the period, Australia 
provided substantial disaster relief to Myanmar, 
following Cyclone Nargis, and the subsequent 
humanitarian crisis, and worked with ASEAN 
Member States to develop disaster preparedness, 
mitigation and response mechanisms.
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In 2008, the Philippines was the largest ASEAN 
immigration country (~6000) followed by Malaysia 
(~4000). Singapore, Burma, Vietnam, Thailand and 
Indonesia were about the same at about 2000 a 
year. Vietnam had the largest number of returning 
émigrés which may refl ect the bourgeoning 
economic conditions there.
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Table 14: Index Trends for China

Index 
(1990=100) 1990 1995 2000 2007 2008

% change 
2007-2008

China 100.0 355.3 452.9 1760.1 1500.7 -14.7

Asia25 100.0 186.5 291.1 420.7 453.9 7.9

For the fi rst time in fi ve years, the China Index fell in 2008, refl ecting primarily a drop
in both inward and outward capital movements. The Index shows that despite the 
overall drop in our engagement with China, a majority of components continued to 
rise; and rise substantially. Trade, education, migration, tourism and humanitarian 
assistance all recorded signifi cant increases in 2008.

Two-way investment fl ows are notoriously lumpy and erratic. China and Australia have 
a strong and growing economic relationship, but so far they are only bit players in each 
other’s foreign investment stories. China has a total investment stock in Australia below 
A$8 billion, ranking it just ahead of Luxembourg and Spain in terms of investment stock 
value, and well out of the top 10. Australia’s investment in China is also comparatively 
modest, though this rose 20 per cent in 2008 to almost A$7 billion.32 A recent Asialink 
Essay pointed to investment as the fulcrum around which other engagement can hinge, 
and suggested there is much potential for a stronger mutual-interests based relationship 
between the two countries.33

The Australia-China relationship has been characterised by considerable controversy
in 2008-2009, beginning with the failed bid by the Chinese state-owned enterprise, 
Chinalco, to gain a stake in giant Anglo-Australian miner, Rio Tinto. Chinese and 
Australian frustrations, mostly confi ned to boardrooms, were then publicly infl amed fi rst 
by China’s detention of an Australian citizen, Rio Tinto executive Stern Hu, and second 
by the Australian visit of Uyghur business woman and separatist leader, Rebiya Kadeer. 
It will be revealing how these current controversies impact the Index over the longer term.

China faces a myriad of challenges in the year ahead, not least of which is a growing 
wave of ethnic tensions among a total population double that of Europe. But there have 
been marked improvements in China’s approach to these issues, and the unprecedented 
press freedom afforded to the international and increasingly the domestic media, in 
particular following riots in Xinjiang, has been welcomed. 

Figure 16: China Index
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32 Australian Bureau of Statistics 53520 - International Investment Position, Australia: Supplementary Statistics, 2008
33 Rowan Callick, “China: Never mind the panic”, The Asialink Essays series, April 2009 
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Components of China Index 

Trade

Both exports to and imports from China grew 
strongly. In 2008, China was Australia’s second 
largest two-way trading partner, closely behind 
Japan, and our largest import source. Two-way 
trade with China was worth $73.9 billion, an 
increase of 27 per cent over 2007.
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Almost all of the fall in the overall China Index is 
due to a fall in two-way investment. Both inward 
and outward capital movements fell in 2008 
compared with 2007. Given the high two-way 
investment fl ows in 2007, this re-alignment in 
2008 is perhaps not surprising. 
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Australia’s services exports to China are dominated 
by education and recreational travel, accounting for 
over 80 per cent of services exports in recent years. 
Tourism in 2008 maintained its high level around 
380,000 people both ways, a little more than half 
inward tourists from China, and increased very 
slightly on 2007.
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The infl ow of people from China for education 
and conferences grew strongly and accounted 
for about 105,000 people in 2008. Not only have 
numbers increased, but the duration of stay has 
lengthened. There was however a modest fall 
in the number of Australians visiting China for 
education and conference reasons. In 2008, this 
was 14,000 people, a drop of about 10 per cent. 

Education
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Research and Business Development

Research and business development engagement 
with China was lower in 2008 than 2007. There 
was a large fall in the number of business visits 
by Australians to China and a small reduction in 
the number of Chinese business people coming 
here. There was also a decrease in the number of 
Chinese businesses seeking an Australian patent 
and a drop in the number of research articles 
about joint Chinese-Australian topics. 
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2008 saw a rise in both the number of Chinese-born 
people being accepted for permanent settlement 
and also a rise in the number of Chinese-born 
émigrés. Except for a spike in 1996, there has 
been a steady rise in Chinese migration in both 
directions. Migration can be the deepest and most 
personal form of engagement between cultures. 
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Humanitarian Assistance

Not surprisingly, given the Sichuan earthquake 
in May 2008, there was a strong rise in the 
humanitarian assistance index. This included a 
surge in bilateral government-to-government aid; 
a rise in the number of Australian doctors and 
nurses departing long term for China and a rise 
in the number of volunteers deployed to China. 
The number of AusAID scholarships for Chinese 
nationals also increased.
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The breakneck pace of recent growth in the India Index has exposed a number of failings 
in Australia’s capacity to understand the dynamic South Asian nation. The Index recorded 
an overall rise in Australia-India engagement of 19.3 per cent in 2008, following similar 
increases in recent years. The rise was most spectacular in Indian student numbers 
(an increase of over 10 times) but trade, tourism and migration also increased. 

In 2009, a spate of late-night assaults and robberies against foreign students threatened 
to derail what had seemed an entirely positive trend in our education services. Mass 
protests by Indians accustomed to living in a vibrant democracy, and a media frenzy 
in India outraged at ‘racist’ Australia, led to exposure of a further story: an underside 
of neglect and exploitation among fee-collecting institutions and unscrupulous education 
operators. Compounded by slow offi cial responses, a valuable Australian export 
is threatened.

Deputy Prime Minister Julia Gillard’s subsequent visit to India was aimed at remedying 
the situation. Her announcement of an Australia India Institute was welcomed in both 
countries and she reassured Indian audiences that students coming to Australia would 
be safe and could be confi dent that the education programs they undertook would 
be of a high quality (see interview with Prof Glyn Davis, Vice Chancellor, University 
of Melbourne). 

Australia-India engagement, as shown in the India Index, has multiplied 10 times since 
1990 (with a spectacular rise in the last four years), with the biggest growth over the 
period in education, tourism and research and business development. Australian tourists 
visiting India has grown from 22,000 at the beginning of the Index period to 105,000 
last year.

Figure 17: India Index
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Table 15: Index Trends for India

Index 
(1990=100) 1990 1995 2000 2007 2008

% change 
2007-2008

India 100.0 149.5 278.9 879.8 1049.7 19.3

Asia25 100.0 186.5 291.1 420.7 453.9 7.9

Economies: India
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Components of India Index
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Australia has had a continual trade surplus with 
India since 1990. In 2008, there was a surge in 
exports to India – a large proportion in education 
services – which increased our net export position 
considerably. After Japan, our largest trade surplus 
in 2008 was with India, although as a trade partner 
India is the smallest of the big six Asian economies. 
Australia accounts for 3.1 per cent of India’s total 
imports. Austrade maintains six offi ces in India.

The Investment Index fell signifi cantly last year. 
Although India accounts for a small percentage 
of overall foreign investment fl ows into and out 
of Australia, the promise of future growth is 
signifi cant. Woolworths has established a joint 
venture with India’s Tata Group to operate a 
number of electronic stores in India, while Leighton 
Holdings has three separate divisions in India: oil 
and gas; building; and infrastructure and mining.

Tourism was among the top performing 
components for India in 2008. The growth has 
been two-way. While Australian tourists outnumber 
Indian tourists nearly 2 to 1, the traffi c in both 
directions continues to rise. Of those Indians 
coming to Australia as tourists, about half come 
to visit family and friends. Tourist infl ow from India 
is the smallest of the big six Asian economies.

Tourism

Investment
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Education

Overwhelmingly, most education and conference 
traffi c has been inwards – by a factor of about 
16 to 1. While China sends the largest number 
of people for education and conferences (about 
105,000), India, at 51,000, is the second largest 
source country in Asia. Relatively few Australians 
travel to India for education and conferences: 
in 2008, India was only the ninth most popular 
Asian destination. Here the Indian relationship 
is genuinely substantial in the context of 
Australia’s other Asian engagements. 
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Migration often follows educational engagement. 
The increase in migration seen after 2002 in this 
chart is consistent with the increased number of 
Indian students arriving in Australia. India is the 
main Asian source country for migrants with 
18,000 migrants coming from India in 2008.
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Humanitarian Assistance

In 2003, India began to phase out government-
to-government foreign aid from all but six major 
donors; the US, Britain, the European Commission, 
Japan, Germany and Russia. However, foreign 
governments can and do provide technical 
assistance or channel aid through NGOs 
and multilateral organisations. The Australian 
Government is assisting India through partnerships 
with multilateral agencies, including in HIV/AIDs 
prevention and education, and the Australian 
Centre for International Agricultural Research 
has a signifi cant program of assistance to India. 

Economies: India
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After an indifferent decade, Australia’s engagement with Indonesia has taken a sudden 
jump. The Indonesian Index rose 68.6 per cent in 2008, driven primarily by an increase 
in investment, bringing it more agreeably in line with Australia’s Asian engagement 
more generally. The Index reveals a much more capricious relationship with Indonesia, 
compared to the smooth rise and rise of our recent engagement with China and India, 
but in 2008 we were, at least for the moment, back on track.

Figure 18: Indonesia Index
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The relationship between Australia and its neighbour has recently experienced a 
number of positive developments. In part, Australian aid in times of natural catastrophe 
and disaster has been welcomed and in February 2009, after the shocking Victorian 
bushfi res, Indonesia was among the fi rst to return the help. 

Australia’s Embassy in Jakarta is now this country’s largest overseas post, ahead of 
London and Washington; Indonesia is a major trading partner and one of Australia’s 
top two Asian holiday destinations. Australian tourists returned to Indonesia in record 
numbers in 2008, about 10 per cent more than the previous peak of 1998, while an 
estimated 400 Australian fi rms are operating in Indonesia in a range of sectors, including: 
mining, construction, fi nance and banking, food and beverages, and transport.

The return of Indonesia’s fi rst-ever directly-elected president for a further fi ve years 
in 2009 promises continued stability in Asia’s third fastest growing economy, and 
may benefi t future relations with Australia. President Susilo Bambang Yudhoyono was 
re-elected in a relatively smooth poll on a grand scale: at the 9 April election, there were 
more than 171 million voters.

Table 16: Index Trends for Indonesia

Index 
(1990=100) 1990 1995 2000 2007 2008

% change 
2007-2008

Indonesia 100.0 174.4 392.8 260.0 438.4 68.6

Asia25 100.0 186.5 291.1 420.7 453.9 7.9

Economies: Indonesia
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Components of Indonesia Index
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Trade

The steady growth in trade between Australia 
and Indonesia increased its pace through 2008, 
with a rise of almost 9 per cent year on year. 
Two-way trade is now worth more than $11 billion. 
While both imports from and exports to Indonesia 
increased in the year to 2008, the rise for imports 
was larger in absolute terms. Australia currently 
has a trade defi cit with Indonesia. 
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Investment

Almost all the recent rise in the Indonesia Index is 
due to a substantial increase in bilateral investment 
activity in 2008. Australia’s stock of investment in 
Indonesia totalled $3.9 billion in 2008, an increase 
of 12 per cent on 2007 levels, making Indonesia 
our 18th largest investment destination. Indonesian 
investment stock in Australia was $624 million 
in 2008. 
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Tourism

In 2008, Australians returned to Indonesia in record 
numbers, about 10 per cent greater than at the 
previous peak in 1998. There was also an increase 
in tourist numbers from Indonesia, though they are 
still outnumbered six to one by Australians heading 
in the other direction. In 2008, the numbers of 
purely holiday tourists from Indonesia was only 
40 per cent of its East Asian Financial Crisis peak.

P
eo

pl
e 

‘0
00

1990
1994

1998
2002

2008

40

10

20

30

Education

There is a large imbalance (5 to 1) in education 
and conference fl ows in favour of people arriving 
here from Indonesia. In 2008, the number of 
Indonesians travelling to Australia for education 
reasons increased however Australia is still a costly 
place to study for most Indonesians. Very few 
Australians go to Indonesia for education and this 
number fell further last year. 
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Indonesia is not a major source of immigration 
for Australia. In 2008, 1800 Indonesian born 
people settled in Australia while about 600 
Australian settlers left. There was a modest rise 
in the number of immigrants from Indonesia in 
2008 relative to 2007.
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As well as the rise in trade and investment 
engagement, there has been a notable rise in the 
research and business development component 
with Indonesia. In total about 54,000 people travel 
between Australia and Indonesia on business 
– slightly more of these originate from Australia 
than from Indonesia. Both inward and outward 
business trips increased during 2008.

Research and Business Development
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Humanitarian Assistance

The peak in the Humanitarian Assistance 
component followed the 2004 Indian Ocean 
earthquake and tsunami (killing over 230,000 
people in 11 countries) and refl ects Australia’s 
$1 billion in aid to Indonesia. 

Economies: Indonesia
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Japan is, by a considerable margin, our major export partner and has been for 40 years. 
This year Japan also resumes its long-held position as Australia’s biggest trading partner 
– both imports and exports – with a record year for bilateral trade. Resources such as 
coal and iron ore contributed signifi cantly to the biggest rise since 1990, and it was not 
all due to price increases: even at this Index’s constant 2005-2006 prices, exports to 
Japan increased an enormous 49 per cent. 

The Japan Index recorded a slight drop overall (see Table 17) but this measure masks 
considerable variation between the components. Trade, investment and migration have 
all risen sharply while tourism, education and research and business development have 
fallen. This latter component is a worrying indicator of future prospects. Research and 
Business Development measures a basket of diverse activities, all of which aim to create 
future connections and inform future business decisions. Japan’s R&BD component fell 
more than the average for the second year running.

Since 1990, (see Figure 19), the Japan Index has increased four times whereas the 
Index for China in the same period multiplied 15 times, and for India and South Korea, 
10 and seven times respectively. But as Japan’s Ambassador to Australia, HE Mr Takaaki 
Kojima, highlighted at a PricewaterhouseCoopers Melbourne Institute Asialink Index event 
this year: our present-day economic relationship with Japan has been developed over 
fi ve decades – since the signing in 1957 of the Japan-Australia Commerce Agreement 
– not the two decades covered by the Index. And bilateral political relations have been 
steadily upsized over the half-century to what is now termed a “comprehensive strategic 
partnership”. In other words, the relationship was already at a signifi cant level when the 
Index period began.

The new Democratic Party of Japan Government, elected in a landslide victory in 2009, 
is expected to open opportunities for private funding of infrastructure developments, and 
among those likely to benefi t are Australian consortia with considerable experience in 
private-public partnership schemes. The conclusion of the FTA under negotiation would 
further enhance the relationship, however signifi cant hurdles are still to be overcome, 
notably farm-trade barriers. 

Figure 19: Japan Index
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Table 17: Index Trends for Japan

Index 
(1990=100) 1990 1995 2000 2007 2008

% change 
2007-2008

Japan 100.0 324.5 405.0 459.7 454.2 -1.2

Asia25 100.0 186.5 291.1 420.7 453.9 7.9

Economies: Japan



Components of Japan Index

Trade

Japan is our major export partner, and returns this 
year to its long-held position as our biggest two-
way trading partner. It would take many years of 
stagnation in Japanese aggregate demand, or a 
momentous rise in demand from elsewhere, for the 
export positions to change, given the gap with our 
next largest export destination, China. Asia is now 
two thirds of our total export market and provides 
just under half our import needs. Japan dominates 
these Asian markets. It is 30 per cent of our Asian 
export market and 17 per cent of our import market. 
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In 2008, Japanese capital infl ows into Australia 
rose an enormous 57 per cent on the previous 
year. However, capital fl ows from Australia to 
Japan fell substantially during this period. Since 
1990, the fl ow of investment from Japan into 
Australia has averaged $3.3 billion annually, 
whereas in 2008, the fi gure was well above this 
at $18.6 billion, further escalating the sustained 
steep rise since 2005. 
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The disappointing decline in inward tourists since 
the East Asian Financial Crisis of 1997 shows no 
signs of reversing. In 2008, the number of holiday 
tourists from Japan plummeted 21 per cent, falling 
back to below 1990 levels. Australian tourists going 
to Japan slightly stemmed the engagement loss 
– numbers were up from 20,000 in 1990 to 103,000 
in 2008. The year on year rise for outbound tourism 
to Japan was 15 per cent. The early 1990s was 
the tail end of the Japanese discovery of Australia 
as a tourist destination for fi rst time visitors and 
honeymooners. Since then a drop in enthusiasm 
for Australia as a tourist destination in Japan, 
combined with a relative increase in the value 
of the Australian dollar against the Japanese 
yen has had a signifi cant impact on numbers.
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Migration between Japan and Australia has 
increased in recent years, but the numbers are tiny. 
In 2008, 769 Japanese (reportedly, mostly younger 
women) migrated to Australia and 467 Australians 
migrated to Japan. Unlike the Americas, Australia is 
not a signifi cant destination for Japanese migrants. 
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The Japan index on the Research and Business 
Development score has been declining rapidly 
since the peak of 2005-2006, a sad neglect, and 
certainly in contrast to a positive trend in research 
and business development engagement between 
Australia and Asia more generally. Overall the Index 
fell by 28.3 per cent in 2008. Patent applications 
by Japanese into Australia fell by a worrying 
18 per cent.

Research and Business Development
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The education component includes short-term 
and long-term visits to attend English language 
courses and conferences, as well as students 
enrolling in secondary and tertiary institutions. 
Most of the Japanese education component 
is made up of attendance at conferences and 
short-term students, and this number fell a further 
15 per cent from its 2006 peak of 38,000.

Education
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Can you describe Kirin’s overall 
strategy for the next several years? 

The long-term operating 
framework we have is 
called “Kirin Group Vision 
2015” (KV2015). KV2015 
is about taking control 
of our environment 
and adopting a more 
aggressive stance 

to achieve a quantum leap in growth 
toward 2015.

The KV2015 vision is to nurture close 
links with customers – both retailers and 
consumers – through products that provide 
the enjoyment of food and health. It is also 
to integrate our expertise in fermentation 
and biotechnology, manufacturing, 
research and marketing to create value 
and offer distinctive products of the 
highest quality. Finally, our vision is to be 
a leading company in Asia and Oceania, 
with alcohol beverages, soft drinks and 
pharmaceuticals as our core businesses.

KV2015 has three stages, each with its 
own three-year mid-term business plan. In 
the fi rst stage, we aimed for “quantitative 
growth” and establishment of a business 
platform, by prioritising acquisitions and 
growth of business scale. By establishing 
relationships with strong local players such 
as Lion Nathan National Foods we were 
able to get a lot closer to local customers 
in the region. 

We are now in the second stage, which 
is characterised by “qualitative growth” 
with an emphasis on group synergies and 
profi t improvement. For example, in Japan, 
Kirin has fi rst rate expertise in research 
and marketing. We want to transplant 
that expertise into the region and use the 
consumer insights of our local experts at 
Lion Nathan National Foods. 

The fi nal stage will take us to the “quantum 
leap” articulated in our group targets of 
2.5 trillion yen in sales (excluding alcohol 
tax), an operating income ratio of over 
10 per cent (against sales excluding 
alcohol tax) and an overseas sales ratio 
of approximately 30 per cent (sales 
excluding alcohol tax, operating income). 
The quantum leap is where we move from 
being a domestic beer player to becoming 
a leading company in Asia and Oceania in 
the areas of beverages, food and health.

How important is Australia to Kirin?

Australia – and more broadly, the Oceania 
region – is key to KV2015.

Our new combined business Lion Nathan 
National Foods is the largest food and 
beverage company in Australia and New 
Zealand with revenue in excess of $5.6 
billion and more than $630 million in EBIT. 
This represents a contribution of more than 
18 per cent of Kirin’s total revenue and 
more than 35 per cent of Kirin’s total EBIT, 
which shows how important this business 
is to us.
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Hirotake Kobayashi, General Manager 
Strategic Planning Department, Kirin Holdings Company Ltd 

Japan’s second largest brewer and food group recently invested 
$8 billion in Australia’s Lion Nathan, National Foods and Dairy Farmers. 



Australia has had a sustained period of 
stable growth in real GDP. Approximately 
60 per cent of its exports are towards Asia 
and it is becoming increasingly integrated 
into the Asian region. We see strategic 
possibilities in using a strong market 
position in Australia as a springboard to 
Asia, where demand is growing strongly 
for our products.

What about as a consumer market? 

The Australian beverages market has very 
attractive characteristics with a limited 
numbers of major players. Generally, 
we can expect higher profi tability in 
Australia than in Japan due to the relatively 
advanced stage of industry consolidation 
in the Australian beverages sector.

Total alcohol consumption is still increasing 
in Australia due to population growth, and 
per capita growth remains in premium 
and specialty beer categories. All dairy 
products markets are growing steadily and 
more rapid growth is expected, especially 
in milk and juice markets.

We see similarities between Australian 
and Japanese consumers in that they both 
have strict criteria on product quality.

What are the two things that have 
contributed most to the success 
of Kirin in Australia? 

Our willingness to back local management 
teams and commit capital to support 
the growth ambitions of our Australian 
businesses. 

The strong partnership between Kirin and 
Lion Nathan National Foods management 
has been and will continue to be the 
most crucial factor in the success of our 
Australian business.

In addition, we plan to continue the transfer 
of Kirin’s quality control and other technical 
systems and to play a role at the board 
level, providing valued guidance when 
it is needed.

In a relatively short timeframe Kirin 
has acquired National Foods, Dairy 
Farmers and Lion Nathan. What are 
the synergies you expect with those 
new businesses?

There are signifi cant synergies between 
National Foods and Dairy Farmers across 
all aspects of those businesses, and we 
expect that those benefi ts will be refl ected 
in NFL EBIT from 2010.

Lion Nathan and National Foods share 
some common requirements in terms of 
raw material procurement and suppliers. 
The businesses also share common 
customers. As we integrate the businesses, 
we expect to achieve synergy benefi ts 
over time. There is also likely to be some 
consolidation of back offi ce functions 
within the combined group.

Lion Nathan National Foods’ strong mix 
of brands may provide scope for further 
cross promotion of products with Kirin’s 
other operations in Asia. 
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We see strategic possibilities in using a 
strong market position in Australia as a 
springboard to Asia
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For example, in Southeast Asia, 
National Foods has a small market share 
in Singapore, Malaysia and Indonesia and 
Kirin Beverage – our Japanese soft drink 
subsidiary – has a small presence in China, 
Thailand and Vietnam. Those companies 
may be able to plan collaborations and 
cross promotions to build our strength 
in that region. We will also be looking 
for business partners to help us build a 
strong route to market, as we have done 
in Australia.

Now Kirin has completed its buy-out 
of Lion Nathan, what are your future 
aspirations for the Australian market? 
Will Kirin look to Australia to build 
it’s new “health and functional food” 
business pillar?

We expect the new management team 
will implement a strategy based on the 
combination of a strong brand portfolio 
and utilisation of group-wide resources 
to continue to deliver great results for the 
Kirin group and the Australian consumer. 
Our strong aspiration is to continue to 
grow and expand the business over time.

Kirin views the health food and functional 
food business as a very important 
intermediate food and health fi eld 
connecting alcoholic beverages, soft 
drinks and pharmaceuticals. We believe 
in Australia, as in other parts of the 
world, consumers are developing health 
consciousness across a broad range of 
categories rather than only in specifi c 
functional food items. We expect there will 
be opportunities in the future to use our 
premium technology and quality to create 

new products in Australia. One example 
is the soft drink market. The Japanese 
soft drink market is quite sophisticated 
in terms of new product development 
and functional drinks, such as juices and 
waters with added vitamins and minerals. 
We believe there are opportunities in the 
Australian market to introduce new soft 
drink products with innovative packaging, 
just as Red Bull did with great success 
over a decade ago. We will be able to 
leverage the distribution of Lion Nathan 
National Foods with our own new products 
developed using our advanced technology 
and consumer research techniques.

Thinking beyond the food, dairy 
and beer businesses, how would 
you characterise the relationship 
between Australia and Japan? 

Australia has always been a great business 
partner for Japan – an innovative but 
relaxed culture that is really conducive to 
opportunity and growth and development.

The word that is most often used to 
describe the Australia-Japan relationship 
is “complementary”, but we see it as much 
more than that. For us, the relationship is 
characterised by institutional and personal 
ties and a deep familiarity at all levels. We 
have witnessed the growing acceptance of 
Japanese corporations in Australia to the 
point now where we are an important and 
familiar part of the Australian commercial 
and social landscape. We look forward to 
continuing and deepening that relationship 
of trust with Australian consumers through 
our Australian business, of which we are 
very proud.
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How could the relationship between 
Australia and Japan be improved? 

The next step is for Australia and Japan 
to extend its close relationship into 
doing business together in our common 
backyard, the booming economies of 
Asia. For example, we think Australia 
will be increasingly used by Japanese 
corporations as a platform for export to 
Asian markets.

Southeast Asia is a growing market in 
terms of quantity, but in terms of value it 
is still a small region. You need to have 
a discounted offering to compete with 
the local players in terms of cost. The 
regional prices are signifi cantly lower than 
in Australia or Japan, so the profi t pool in 
Southeast Asia (and China) is still relatively 
small. However, volume continues to grow 

signifi cantly and it will eventually be a more 
attractive market in terms of value. We may 
be able to offset the lower profi tability with 
the proven cost strengths of Lion Nathan 
National Foods. 

We hope that we are a positive example 
of Australia-Japan co-operation, with 
our combination of Kirin’s advanced 
research, marketing, quality assurance 
and production systems and Lion Nathan 
National Foods’ strengths in management, 
brands and cost and profi t control. By 
combining these strengths, we believe 
that we will be able to compete not just in 
Southeast Asia but also in more mature 
markets such as America and Europe (after 
the completion of KV2015). But for now our 
focus is on Asia and Oceania, with Australia 
and the Australian market very much at the 
forefront of our plans. 
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While the South Korea Index slowed down markedly in 2008, it continues to outpace the 
overall Index for Asia25 by almost two to one. Our relations have multiplied seven times 
in the Index period, yet it is a success story of strong economic, cultural and people to 
people ties, which has received too little attention in Australia.

Located physically – and emotionally – between Japan and China, Korea was once known 
as the ‘Hermit Kingdom’. It was an impoverished and rural nation with per capita GDP 
lagging behind Zambia and Bangladesh. The Republic of Korea (South Korea or ROK) 
is now highly industrialised and internationally-competitive, and its economy surpassed 
Australia’s in size in the mid-1990s.

In 1987, democracy was established after more than 70 years of war and turbulence. 
There was also a warming in Australia’s relations including the creation of numerous 
bilateral structures. Australia and ROK, in 2009, signed a Joint Statement on Enhanced 
Global and Security Cooperation, in support of a nuclear-free Korean peninsula, and 
recognising shared security interests in Northeast Asia.  

South Korea has been an economic powerhouse for most of the past half-century, 
slowing in 2008 in the immediate aftermath of the global fi nancial crisis. Given its high 
level of exports, the outlook depends signifi cantly on demand, principally from Japan, 
the United States and China. On 5 March 2009, Prime Minister Rudd and President Lee 
Myung-bak agreed to launch bilateral Free Trade Agreement negotiations, expected to 
deliver gains through greater economic integration.

Figure 20: South Korea Index
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Table 18: Index Trends for South Korea 

Index 
(1990=100) 1990 1995 2000 2007 2008

% change 
2007-2008

South Korea 100.0 232.3 393.7 831.7 718.7 -13.6

Asia25 100.0 186.5 291.1 420.7 453.9 7.9

Economies: South Korea
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Components of South Korea Index 

Trade

While the majority of components in the South 
Korea Index fell, trade and migration were the 
only components to go against the tide. Australia 
has had and still has a comfortable trade surplus 
with South Korea. In 2008, there was a marked 30 
per cent rise in our exports and a smaller rise in 
imports. Resource commodities accounted for 
85 per cent of Australian merchandise exports 
to the ROK in 2008, the largest being coal, iron 
ore and petroleum.
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The dramatic fall in total investment fl ows follows 
three years of very high rates of investment by 
Australia into South Korea. In mid-2008, Macquarie 
Bank reported it was Australia’s largest foreign 
investment presence in ROK, active in funds 
management and infrastructure investment. 
The ANZ is also active in ROK. 

Investment
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A total of 183,000 tourists travelled between 
South Korea and Australia in 2008, of which a 
majority (162,000) were South Koreans travelling 
to Australia. Of these, 80 per cent travelled for 
purely holiday reasons. Many South Koreans also 
come to Australia as working holiday makers. 
In 2008, 32,000 working holiday makers arrived 
from South Korea and this number has been 
increasing at a rate of about 4000 a year.

Tourism
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The number of South Korean students arriving 
in Australia dropped by 6 per cent in 2008, but 
has doubled since 2000 to more than 10,000 
long-term students, 29,000 short-term and four 
secondary student exchanges. In addition, many 
South Koreans enrol for intensive English language 
courses. In 2008 there were 5,500 enrolments. 
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Economies: South Korea

Permanent migration from South Korea to Australia 
continues to rise, and 2008 recorded a signifi cant 
increase of 43 per cent, but numbers remain small. 
A total of 2993 South Koreans settled here in 2008, 
while 571 Australians emigrated to ROK.

Migration
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About 26,000 people have travelled between 
South Korea and Australia on business. Most of 
these (15,000) are Koreans coming to Australia. 
In 2008, this number was about the same as 2007. 
There has been a decline in the number of research 
articles on Korean-Australian relations since a 
peak around 2001.

Research and Business Development
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How would you characterise the 
relationship between Australia 
and Korea?

The relationship between the two countries 
continues to grow. The increasing 
understanding of Asian culture in Australia 
and the success of other Korean brands 
such as car companies is leading to a 
closer link between our two nations. 

How could it be improved? 

Like all relationships, it will strengthen 
over time, particularly as Australian 
consumers have a chance to interact 
with Korean products and build a level 
of trust and satisfaction.

What differences do you see in 
the Australian market to other 
markets around the world?

While Australia is increasingly showing 
many similarities with other western 
infl uenced markets around the world, we 
must remember that the Samsung brand 
is still somewhat it its infancy in Australia, 
having only been established here 20 
years ago. As such, the competitors have 
traditionally been more established. In 
recent years however, Samsung has 
closed the gap and strengthened its 
brand health, consumer awareness 
and preference levels. 

How important a market is 
Australia for Samsung? 

Samsung Australia is one of the most 
important subsidiaries for the company. 
Australia is performing as one of the top 
ten subsidiaries for Samsung globally, 
and the most important market in Asia 
outside of Korea. 

What has contributed most to the 
success of Samsung in Australia?

Samsung’s mobile phone and television 
business are still the biggest growth 
engines for Samsung Australia. In 
these categories, Samsung has grown 
considerably by providing technical 
product innovation, a sensual design 
and a delightful user interface.

What are Samsung’s future 
aspirations for the Australian market?

Samsung Australia has publicly stated we 
intend to be the market leader in the mobile 
phone category by end 2010. In the TV 
category we aim to extend our leadership 
over our rivals to a dominant position. In the 
white goods space we are looking to lead 
the refrigeration, microwave and washing 
machine categories, and in the IT space, to 
lead the monitor and printer categories.

Importantly, the brand is also looking to 
extend our footprint into the Australian 
market by entering new categories, as we 
have recently done in the digital camera, 
laptop and air conditioner markets. 

South Korea Viewpoint: Samsung
Sean Han, Finance Director, Samsung Electronics Australia
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The Samsung Group is one of the world’s largest companies. 
Australia is Samsung’s biggest market in Asia outside South Korea.



Samsung is known for its product 
innovation, for example, your new fl at 
screen TV – the Series 7 LED – has a 
six-star energy effi ciency rating. How 
do you rate the Australian market for 
appreciating product innovation? 

Australians tend to be early adopters 
of technical innovations. This has been 
evidenced by the high acceptance rate 
of our LED TVs and touch screen mobile 
phones. Despite the GFC, the consumer 
uptake of such new technologies has 
been amongst the best in the world.

Australia has proposed a national 
broadband network to be completed 
in eight years’ time. Looking at the 
Korean experience, how do you 
expect 100 per cent broadband 
penetration will change life for 
Australian consumers?

The introduction of new technologies such 
as DLNA [Digital Living Network Alliance 
– a standard allowing home entertainment 
devices to share their content] is allowing 
the TV set to become the centre of the 
home and bringing converging digital 
technologies to one central place – the 
living room – not the computer room/study.

As broadband continues to increase 
in penetration and IPTV technology is 
introduced, consumers will be exposed to 
an unprecedented number of information 
and entertainment sources. 

Your new suite of mobile phones 
– the “Icon” series – has launched 
recently. How do you expect it will 
be received in Australia?

The response from the local trade has 
already been an encouraging one, and 
should help to maintain the momentum 
of the Samsung brand in the local 
marketplace. In the next few weeks, we 
will see the consumer responses as the 
products become increasingly available 
at store level. We believe it will lead to 
the best ever year for Samsung in the 
mobile phone category. 

One of your Icon phones – the 
“HD-Icon” – can shoot high defi nition 
video. This fi ts nicely with the 
YouTube generation. Do you expect 
phones will become convergent 
multi-media devices in Australia as 
they have in Korea? 

The HD Icon is defi nitely making an 
impact in the market place. It is part of 
Samsung’s strategy to continue to provide 
technical product innovation ahead of its 
competition. Phones are indeed becoming 
convergent multi-media devices. This 
process started well before the Icon, but 
will be accelerated as HD devices continue 
to be launched and consumers come to 
understand the concept of DLNA and all 
it has to offer.

“ ...the success of Korean brands is leading 
to a closer link between our two nations.
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APPENDIX 1: Construction of the PricewaterhouseCoopers 
Melbourne Institute Asialink Index

Asia is defi ned here as all countries in 
ASEAN (Indonesia, Singapore, Malaysia, 
Thailand, Vietnam, Laos, Cambodia, 
Brunei Darussalam, The Philippines and 
Burma), South Asia (India, Pakistan, 
Bhutan, Sri Lanka, Nepal, Maldives 
and Bangladesh), East Asia (People’s 
Republic of China, Hong Kong, Chinese 
Taipei, Macau, Mongolia, East Timor) 
and North East Asia (Republic of Korea 
[South Korea], Japan). In total, there are 
25 countries in our defi nition of Asia. The 
PricewaterhouseCoopers Melbourne 
Institute Asialink Index is an unweighted 
average of seven components: Trade; 
Investment; Research and Business 
Development; Education; Tourism; 
Migration; and Humanitarian Assistance. 
Each component comprises between 
two to fi ve data series. 

Each of the seven components captures 
a different dimension of the level of 
engagement between Australia and 
Asia. ‘Engagement’ is multi-dimensional 
– it cannot be adequately measured 
by a single component or data series. 
However, it is not logical to add together 
heterogeneous data series which may 
be measured as dollar values, people or 
patents. Accordingly, to combine the 
data, each data series (for each country 
or region, such as ASEAN or Asia25) is 
scaled to give a ‘score’ of 100 in the fi rst 
year of the study period, 1990. These 
individual data series are then averaged 
to get an index for each component. 
The seven component indices are then 
in turn averaged to get the aggregated 
PricewaterhouseCoopers Melbourne 
Institute Asialink Index. The 24 individual 
data series comprise:

Trade: this component comprises data, 
defl ated by the import and export price 
defl ators, on:

c) value of imports of goods and services 
into Australia from Asia, by country;

d) value of exports of goods and services 
out of Australia to Asia, by country;

Investment: this component comprises 
data, defl ated by the GDP defl ator, on:

a) value of foreign investment (foreign 
direct investment, portfolio fl ows 
and other) into Australia from Asia, 
by country;

b) value of foreign investment (foreign 
direct investment, portfolio fl ows 
and other) out of Australia to Asia, 
by country;

This investment series comprises 
transactions only and thus excludes 
non-transactional changes in a country’s 
asset position due to price changes, 
exchange rate changes and other 
adjustments. See ABS cat. 5331.0 
for a more detailed explanation of 
the different investment series.

Research and Business Development: 
this component comprises data on:

e) number of short-term and long-term 
visits to/from Australia from/to Asia 
(by country) for business/employment 
purposes;

f) number of Asian business organisations 
and associations in Australia 
(by country);

g) number of patent applications fi led
in Australia by inventors in Asia 
(by country);

h) number of research articles published 
on Australian-Asian relations 
(by country).

Education: this component comprises 
data on:

e) number of short-term visits to/from 
Australia from/to Asia (by country) 
to attend a conference/convention
or for education;

f) number of long-term visits to/from 
Australia from/to Asia (by country) 
for educational reasons (by country);
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g) number of secondary student 
exchanges between Asia and 
Australia (by country); 

h) number of students travelling to 
Australia for English Language 
Intensive Courses (by country).

Tourism: this component comprises 
data on:

f) short-term visits (less than 1 year) 
to/from Australia from/to Asia 
(by country) for holiday;

g) short-term visits (less than 1 year) 
to/from Australia from/to Asia 
(by country) to visit friends/family;

h) long-term visits (more than 1 year) 
to/from Australia from/to Asia 
(by country) for holiday;

i) long-term visits (more than 1 year) 
to/from Australia from/to Asia 
(by country) to visit friends/family;

j) number of visas granted for working 
holiday makers in Australia from Asia 
(by country).

Migration: this component comprises 
data on:

c) number of all permanent immigrants 
moving to Australia from Asia as 
defi ned by country of birth;

d) number of all permanent emigrants 
leaving Australia by Asian country 
of birth. 

Humanitarian Assistance: this component 
comprises data on:

f) AusAID expenditure on humanitarian, 
emergency and refugee assistance 
for Asia (by country);

g) number of long-term and permanent 
passenger movements by doctors, 
nurses and teachers to Asia (by 
country);

h) number of Australian volunteers in 
Asia working for organisations such 
as the Red Cross and Medecins sans 
Frontieres (by country);

i) number of Australian members of UN 
Peacekeeping Forces in Asian countries 
(by country);

j) number of student scholarships offered 
by AusAID (by country). 

Data has been collected from a wide 
variety of sources including the Australian 
Bureau of Statistics (ABS), AusAID, 
the Department of Immigration and 
Citizenship, and IP Australia. To arrive 
at usable data series, the raw data was 
treated in a number of ways:

a) Missing observations before 1990 
were replaced by the fi rst non-missing 
observation for that data series and 
country;

b) Other missing observations were 
interpolated;

c) AusAID humanitarian funds and UN 
peacekeeping forces were logged to 
reduce its extreme variability by country 
over time;

d) One was added to all raw numbers to 
avoid dividing by zero. In the case of 
AusAID and UN peacekeeping forces 
data this was 10;

e) Four countries entered the working 
holiday maker scheme after 1990 and 
the rise in numbers from zero was 
very extreme in percentage terms. 
Accordingly, we treated the data 
before 2003, 1997, 2005 and 2006 for 
Hong Kong, Republic of Korea (South 
Korea); Thailand and Chinese Taipei 
respectively as missing and treated 
as stated above;

Note: Since the 2008 report, revised 
historical data is used where available. 
In addition, the UN peacekeeping forces 
data has been logged. 

Appendix 1
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Much of the data used in the construction 
of the PricewaterhouseCoopers Melbourne 
Institute Asialink Index comes from public 
sources such as the ABS. However, in 
most cases, the ABS did not provide 
enough disaggregated detail in its publicly
-available (online) resources. In particular, 
we required data disaggregated by specifi c 
country in order to construct the Index. 
In these instances, requests were made 
to the ABS and other organisations to 
provide data. In this regard, we would 
like to thank Andreas Stierwald, Athol 
Maritz, Vicky Jackson, Neil Scott, Jason 
Chan, Matt Orr, Lachlan Quick, Usha Arif, 
Indrani Sundaralingam, Tim Nicholson, 
Sue Begley, Chris George, Ryan Kaveney, 
Sean Applegate and Remo Angelini for 
assisting us in the data collection process 
and Hal Hill, Lisa Cameron, Val Tot, David 
Morgan, Sisira Jayasuriya and Frank 
Bingham for helping steer our way though 
complex data series.

Balance of payments estimates are 
subject to ABS revisions. 

The data series used to construct the 
Index are identifi ed below:

Trade:

ABS cat. 5368 Table 14a,b; 
MERCHANDISE EXPORTS, Country 
and Country Groups, FOB Value and 
MERCHANDISE IMPORTS, Country 
and Country Groups, Customs Value; 
5368055004 – International Trade in 
Goods and Services, Australia, Jul 2008; 
Table 5.12, 7.12. defl ator series

Investment:

2001-06: ABS 5352 2006 Table 1, 4, 
1991-01: ABS 5352 2001 Table 1a, 1d. 
Foreign Investment in Australia: Financial 
Account Transactions by Country and 
Country Groups by type of investment 
and year ($million); This excludes changes 
in the investment position arising from 
revaluations due to price, rate of exchange 
and other changes. Defl ator series

Research and Business Development:

ABS From 3401.0, unpublished data; 
Business Registration databases (various); 
IP Australia; Google scholar.

Education:

ABS cat. 3401.0, unpublished data. 
Student visas, Department of Immigration 
and Citizenship, unpublished data.

Tourism:

ABS cat. 3401.0, unpublished data. 
Department of Immigration and Citizenship 
working holiday maker visas.

Migration:

ABS cat. 3401.0, unpublished data.

Humanitarian Assistance:

AusAID Greenbook Table 14, 15; ABS cat. 
3401.0, unpublished data; Annual reports: 
Red Cross, Medicines Sans Frontieres; 
www.un.org/Depts/dpko/dpko/index.asp, 
www.peacekeepers.asn.au, Media reports 
of Australian Defence Forces deployments; 
Department of Immigration and Citizenship 
unpublished data, AusAID Scholarships.

APPENDIX 2: Data Sources
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In the process of constructing the 
PricewaterhouseCoopers Melbourne 
Institute Asialink Index, advice was sought 
from a consultative committee, which was 
comprised of experts from a wide range 
of fi elds including academia, foreign policy 
and business. PricewaterhouseCoopers, 
the Melbourne Institute of Applied 
Economic and Social Research and 
Asialink gratefully acknowledge the 
contribution made by the consultative 
committee. The membership of the 
committee included:

Ms Megan Brownlow, Senior Manager, 
PricewaterhouseCoopers

Professor Ann Capling, Faculty of Arts, 
University of Melbourne

Ms Jennifer Conley, Principal, 
Conley Willox Communications

Prof Jenny Corbett, Crawford School 
of Economics and Government, 
Australian National University

Mr Tim Cox, Partner, 
PricewaterhouseCoopers

Professor Howard Dick, Faculty
of Economics and Commerce, 
University of Melbourne

Dr Matthew Durban, Trade & Investment 
Analyst, Australian Trade Commission

Ms Farida Fleming, Director of 
Coporate and Public Programs, Asialink

•

•

•

•

•

•

•

•

Mr Jason Hayes, Partner,
PricewaterhouseCoopers

Mr Colin Heseltine, Former Ambassador 
to Korea, China and Taiwan

Prof Peter Lloyd, Faculty of 
Economics and Commerce, 
University of Melbourne

Ms Jenny McGregor, Chief Executive 
Offi cer, Asialink

Prof Anthony Milner, Faculty of Asian 
Studies, Australian National University

Mr Sid Myer, Chairman, Asialink

Prof John Nieuwenhuysen AM, 
Institute for the Study of Global 
Movements, Monash University

Dr Alfons Palangkaraya, Melbourne 
Institute of Applied Economic and 
Social Research

Dr Pradeep Taneja, Faculty of Arts, 
University of Melbourne

Dr Russell Thomson, Melbourne 
Institute of Applied Economic and 
Social Research

Mr Jeremy Thorpe, Partner,
PricewaterhouseCoopers

Dr Beth Webster, Melbourne Institute of 
Applied Economic and Social Research

•

•

•

•

•

•

•

•

•

•

•

•
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