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and Employment Legislation Committee at a public hearing into the 

provisions of the Education Services for Overseas Students Amendment 
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Explanation of how international student fee revenue cross-subsidises 

teaching of domestic students 

Question on Notice 

“I'm going to be so quick, because I've got two more questions. You talk about the importance of 

international students in the cross-subsidy, but I haven't seen that modelling or how you calculate 

the cross-subsidy. Are you able to, on notice, provide the committee with details about how that 

cross-subsidy works? We do need to understand the costs of each course—how it's delivered—and 

then how that cross-subsidy works as well. If you could provide the detailed data that we need to 

assess that, we'd be really grateful.” Senator Henderson, Hansard Proof Transcript, 26 August 

2024, p.55 

Answer 

How does the cross-subsidy from international to domestic students work? 

The University’s submission on the ESOS Amendment Bill included the following information: 

“International student fees play a critical role in Australia’s highly regulated tertiary 

education system, where this income is critical for sustaining teaching of domestic 

students in fields like medicine and health, veterinary science, agriculture and the 

creative and performing arts, where delivery costs exceed available 

Commonwealth funding. For example, for every full-time Australian citizen who 

studies medicine or veterinary science, the University of Sydney needs to find 

more than $10,000 in additional funding each year to cover the full cost of 

teaching and training each of them - funding sourced largely from international 

student fees.” University of Sydney submission on the Bill, p.4 

The data supporting these claims come from the University’s submissions over many years to the 

Department of Education’s annual Transparency in Higher Education Expenditure exercise. 

The Department regularly publishes the de-identified results of these transparent costing exercises, 

which Deloitte Access Economics has undertaken for the Department since 2011 (covering 2010). 

Deloitte’s most recent report covering 2019 and 2020 is available here, while a range of data from 

the studies are published on the Quality Indicators for Learning and Teaching (QILT) website here.   

In its latest report Deloitte found that for various fields, the average costs universities incur teaching 

Commonwealth supported students is higher than the ‘base funding’ they receive for each of these 

students. Deloitte also cautioned against drawing inferences regarding the sufficiency of 

Commonwealth Grant Scheme funding from the results of their study because of the widespread 

view that Commonwealth Grant Scheme funding includes a component to cover the base research 

activity that Australian universities must meet as a condition of registration.1  

In any course where the cost of delivery per student is higher than the funding a university receives 

(linked to Commonwealth supported students enrolled full-time in the course), the shortfall is being 

met from other discretionary revenue sources that are available to the university. In the University of 

Sydney’s case, the largest source of discretionary revenue is the fees paid by international 

students. 

Costing methodology 

The University uses the following method to estimate the cost of teaching and scholarship by field 

of education and to meet the Department’s annual cost of teaching reporting requirements: 

 
1 See, Deloitte, Transparency in Higher Education Expenditure 2019 and 2020, June 2022, pages ix and 
49. 
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 Step 1  Determine academic staff time splits between teaching and research by faculty 

or school.  

Step 2  Determine splits between teaching and research for direct (faculty/school) 

professional staff and non-salary expenses.  

Step 3  Determine splits between teaching and research for central costs (salaries and 

non-salaries).  

Step 4  Apply exclusions to items out-of-scope for the exercise (externally funded 

research grants, unfunded research and research training activities, commercial 

activities, offshore teaching, philanthropic activities, and investment costs).  

Step 5  Apportion costs by Field of Education (FOE) and EFTSL.  

Step 6  Calculate an estimate of ‘in-kind’ teaching costs.  

Step 7  Calculate an estimate of the full economic cost of capital 

depreciation/deterioration.  

Common reasons for costs differences between Fields of Education 

The main causes of significant differences in our estimates of teaching costs between courses and 

units of study that sit in different FOEs include:  

• The proportion of academic full-time equivalent (FTE) staff time allocated to teaching and 
scholarship.  
 

• The proportion of central University costs allocated to teaching and scholarship, using the 
relevant unit academic staff time splits.  

 

• Differences in student to staff ratios and fixed cost structures between faculties and 
schools, driven in some cases by stringent external accreditation requirements for 
resourcing and/or relatively low student to staff ratios (for example, Medicine, Dentistry, 
Veterinary Science, Creative and Performing Arts).  
 

• Different infrastructure and space costs due to the types of laboratories, properties, clinics, 
facilities and equipment that are required in many disciplines (for example, Natural 
Sciences, Veterinary Science, Agriculture, Medicine, Music and other Creative Arts).  

 

• Differences in mode of delivery, preparation requirements, contact hours and assessment 
requirements.  

 

• Higher salary and associated costs in some disciplines are necessary to attract quality 
candidates in the competitive Sydney market where salaries are relatively high – especially 
in some professional fields – and where living costs are also relatively expensive.  
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Domestic enrolments from 2000 to 2023 

Question on Notice  

“It's very hard to understand, because we get insufficient data, and that is a huge issue. It appears, 

based on your 2000 enrolments compared to, say, 2023-24, that there are fewer Australian 

domestic undergraduate students— 

Prof. Scott: Year 2000 or 2020? 

Senator HENDERSON: Compared to 2000, it looks like there are less domestic undergraduate 

students than there were back in 2000. We can't get the breakdown, but based on the huge 

increase in international students—and there were only a very small number of international 

students. 

Prof. Scott: Yes, that's true. 

Senator HENDERSON: In 2000, there were only about 3,000. Now there are, as you say, over—  

Prof. Scott: Yes. Across the sector, a decision was made to— “p.47 

“Also, Professor Scott—I'm trying to whip through my questions really quickly—have you got those 

domestic undergraduate numbers? We don't have any insight into what those numbers are, but it 

looks like domestic undergraduate numbers at the University of Sydney have declined since 2000.” 

Senator Henderson, Senate Standing Committee on Education and Employment, Legislation 

Committee, Hansard Proof Transcript, 26 August 2024, pp.47 and 55 

Answer 

University of Sydney domestic student headcount in 5-year increments from 2000 to 2023  

 2000 2005 2010 2015 2020 2023 

Undergraduate 23,146 22,464 26,497 27,518 25,555 25,476 

Postgraduate coursework 3,407 5,172 8,037 11,305 11,490 10,270 

Postgraduate research - - - 4,244 3,758 3,307 

Total 26,529 27,592 34,474 42,780 40,639 38,929 

 

Definitions: 

Headcount is the distinct count of Student ID for students with at least one credit point of study in 

that academic year. Note the total may be slightly different to the sum of the undergraduate and 

postgraduate components as a single student may count as undergraduate and postgraduate in the 

same year but only once in the total. 

Earlier years of postgraduate research students are not included as the record of which students 

were actively studying has changed since then. 

 

 
























































































































































