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Section 1) Background

The Australian Government is conducting a review of the broad range of issues affecting the supply and
taxation of labour performed by working holiday maker visa holders.

This review was jointly announced on 15 August 2016 by the Deputy Prime Minister and Minister for
Agriculture and Water Resources, the Hon Barnaby Joyce MP and the Assistant Minister to the Deputy
Prime Minister, the Hon Luke Hartsuyker MP.

The review will address the government’s terms of reference, which are focused around four key themes:

= Australia’sinternational competitiveness for backpackers

= seasonal andtemporaryjobsand projected growth in agriculture and tourism
= supportfor small businesses around engaging seasonal labour, and

= protectionsforvulnerable workers.

The review has called for publicsubmissions to be made by Friday, 2 September 2016.

The Australian Government will announce the review’s outcomes before 1January 2017.

Section 2) English Australia Comments

English Australia, formerly known as the ELICOS Association, is the national peak body and professional
association for the English Language Intensive Courses for Overseas Students (ELICOS) sector of
international education. English Australiarepresents over 120 member colleges across Australia and over
86% of all overseas students who study English in Australiado so with an English Australiamember college.

Given approximately 17,060 working holiday maker visa holders were enrolled in Australian English
language colleges in 2015, English Australia welcomes the opportunity to make this submission to the
Working Holiday Maker Visa Review.

English Australia believes the imposition of a32.5 percentrate of taxation on thisclass of visa holder will
have an adverse impact on Australia’s international education as well as on agriculture and tourism. This
assessment is based on the recent experience detailed below which demonstrates that the market for
working holiday makers is highly sensitive to price signals such as currency fluctuations and barriers to
entry higherthanthose in comparable countries.
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Visa fees and other upfront immigration charges can be particularly sensitive when students compare
countries todetermine where to study.

In the last two calendar years since visa fees and other charges applying to working holiday maker visa
holders were increased/imposed in the 2013 Budget, working holiday maker enrolments declined from 15

percent to 10 percent of total ELICOS enrolments. During the same period less price sensitive studentvisa
enrolments have continued to grow.

On the basis of this evidence English Australia can credibly predict that an increase in tax on working
holiday makers would resultin fewer enrolments from this visa classin English language colleges.

English Australiarecognises the broad range of issues will be considered underthe Terms of Reference of
the review and in particularly impact of the tax on labour supply forthe agriculture and tourismindustries,
which will undoubtedly be raised through othersubmissions. However, this submission and considerations
providers focuses specifically on the impact on international education and ELICOS enrolments and calls for
greaterrecognition of this sectoras part of the review.

Considerations forthe review

English Australia submits that the role of working holiday makers in international education has been
overlookedinthe terms of reference. Thisisanimportant omission given international education has been
identified along with agriculture and tourism as a potential super-growth sector for the Australian
economy.

For international education to play its part, the source of overseas students’ needs to be diverse and not
too dependentona single market, notably student visa holders from China. Working holiday makers are a
key part of the mix to drive greater diversity as shown from the following figures from English Australia:
Survey of Major ELICOS Regional Markets in 2015 publishedinJune 2016 and funded by the Department of
Educationand Training.

Of the 17,000 overseas students enrolled in ELICOS colleges in 2015 on working holiday visas, 14,000
were from the Asia Pacificregion:

e SouthKorea— 6,787
e Japan-—4,361
e Taiwan—2,421

The other majorsource countries were European:

e ltaly—1,581
e France—1,121
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Since working holiday makers weretreated separately in the English AustraliaSurvey datasetin 2009, the
highest number of enrolments was recorded in 2013 with 15 per cent of total enrolments, dropping to 11
percentin 2014 and 10 per centin 2015:

e 2013 — 15% of a total ELICOS enrolment of 147,828 = >22,000
e 2014 —11% of 163,542 =<18,000
e 2015 - 10% of 170,628 =>17,000

This Working Holiday Maker decline in international education mirrors the experience in agriculture and
tourism. The Tourism & Transport Forum Australia stated on 15 August 2016:

Industry groups such as the National Farmers Federation and TTF have made it very clear that introducing
this damaging tax will have a negative impact on the number of people choosing a working holiday in
Australia and that will make it even harder for farmers and tourism operators to secure their workforce.

Over the past couple of years, we have seen a marked decline in the number of applicants for working
holiday visas as successive governments have ratcheted up the costs of these visas.

The ‘marked decline’ referred to by TTF and the reduction in ELICOS enrolments from 22,000 in 2013 to
17,000 in 2015 were mostly due to a suite of visa application fee increases which came into effect from 1
July 2013. This isclearly reflectedin the big decrease between the figuresin calendar 2013 and 2014.

In addition to the general visa fee increase international education was adversely affected by the $700
Subsequent Temporary Application Charge for those wishing to stay onshore to extend their study
opportunities oras shortterm tourists after completing their study.

The 2013 increases contributed to making Australia’s overall visa costs significantly higher than competitor
countriesincluding UK, Canadaand the USA.

The National Tourism Council of the Australian Chamber of Commerce and Industry has estimated that
underthe proposed BackpackerTax a working holiday makerin New Zealand would be $100 a week better
off than in Australia.

Anecdotal evidence from our member colleges suggests that a prospective drop of $100 a week in ‘take
home pay’ will be a more serious disincentive to potential working holiday makers than the upfront fee
hikes of 2013. It should also be noted that the overwhelming majority of working holiday ELICOS
enrolments come from South Korea, Japan and Taiwan which are sophisticated, well informed and sensitive
education and travel markets.

The impact of the price signal that the Backpacker Tax would send will be felt quickly and will extend
beyond the working holiday maker market. Animpost of this nature will be immediately circulated on the
internetamong potentialyoungtravellers and viathe intermediary network of education and travel agents.
This will make Australia appear less welcoming and more interested in making money from the visitor
economy than providing a quality education and travel experience.
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In addition to the arguments being putforward by agriculture and tourism, English Australia submits that
diversity is important to maintain and grow the cohort of international students in Australia. Therefore,
measures such as the Backpacker Tax which will discourage a distinct and sensitive part of the total
overseas student market should notbe introduced inisolation.

In 2015, the Australian Government Department of Education and Training commissioned Deloitte Access
Economics to assess the value of international education to the Australian community. The report ‘the
value of international education to Australia’, (p.13) noted the economicimpact of the Non Student Visa
(NSV) ELICOS, which includes Working Holiday Makers, contributed approximately $205 million in export
revenue to the Australia economy over the 2014—15 period. The report (p.23) also noted that NSV ELICOS
students (including Working Holiday Makers) provided a total contribution of 2,408 FTE in employment.

The terms of reference predominately focused on the supply of labour, howeverthe inverse effect of the
application of this tax could be a reduction in the economiccontribution from the non-studentvisa ELICOS
markets and a reductioninemployment.

A total review of all the temporary visaclassesis already in prospect following onfrom the review of the
Student Visa system. The Temporary Visas review could include appropriate rates of taxation.

English Australia on behalf of our members urges the Australian Government to reconsider the future
implementation of this tax not only due to the potential consequences on labour supply but also the impact
on the English Language (ELICOS) sector of international education, in regard to the attraction of future
students and the contribution to the economy from these students.

For furtherinformation, please contactthe undersigned.

ENGLISH AUSTRALIA CONTACT

Brett Blacker
Chief Executive Officer

I
I

PO Box 1437, Darlinghurst NSW 1300

Level 3, 162 Goulburn Street, Surry Hills NSW 2010

English Australia Submission Page 4 of4 2 September 2016





