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• Education services seem to be the least 
committed sector in WTO

• Some studies identified several challenges 
related to the implementation of GATS 
commitments. But, very few attempted to 
empirically identify barriers to trade in 
education services and its characters

• This study discusses examples across 
developing ESCAP countries and on trade 
in education services sector in general, and 
barriers to trade in education services in 
particular



• The present study will mainly 
concentrate on
Consumption abroad (Mode 2), where 
the consumer travels to the country 
where the service is supplied (e.g., an 
Indian student going United States to 
study). 
This in fact is the major mode of trade 
in education services. The other modes 
are-



• Cross-border trade (Mode 1), where the service 
itself crosses the border but consumer does not 
move (e.g., an Indian University opens virtual 
education institutions).

• Commercial presence (Mode 3), where the service 
provider establishes a commercial presence abroad 
(e.g., an American University opens a branch in 
India).

• Movement of natural persons (Mode 4), where the 
provider of the service moves temporarily to the 
territory of another country to supply a service 
(e.g., an American professor goes to India for few 
months to take classes at an Indian University). 



• Apparently, ESCAP economies have 
limited intra-regional trade in education 
services. According to OECD (2004), 
Europe is the largest recipient of 
international students whereas the Asia is 
largest emitting region

• The trade in education services is directly 
associated with language, culture and also 
to some extent ethnicity and religion. These 
types of asymmetries across the countries 
pose a continuous threat to trade in 
education services.



• Research Questions:
1. The first is the representation of and 

measurement of barriers to education 
services trade in selected ESCAP 
countries (including LDCs), with 
particular emphasis to South Asia

2. Given that the bulk of trade in the sector 
takes place through consumption abroad 
(Mode 2), an attempt will be made to 
assess the impact of measures restricting 
the mobility of students



3. With respect to establishing commercial 
presence, this study will try to measure, on 
an experimental basis, the potential barriers. 
This will be based on a limited primary 
survey.



• Methodology and Data
1. To quantify the extent of barriers to trade, 

an econometric exercise using Cross-
Section and Time-series Panel Data.

2. Time-series individual and bilateral data 
on trade in education services are not 
available for most of the countries, 
whereas national data sources are not 
always compatible



• Data on Internationally Mobile Students is 
taken from UNESCO Institute of Statistics 
Database

• Data on Other Variables are taken from 
various sources like World Bank published 
World Development Indicators, IMF 
Published World Economic Outlook,Global 
Competitiveness Report etc.



• Possible Barriers to Trade in Education in 
Mode 2:

1. Visa Requirements
2. Recognition of Prior Qualifications
3. Foreign Currency and Exchange 

Requirements
4. Quota on Numbers of International 

Students
5. Restrictions on Employment while 

studying



Higher Education in India
• In India, 3% of the GDP spent on education, and only 

0.37% of GDP on higher education
• In terms of enrollment, India is the third largest higher 

education system in the world (after China and the 
USA) 
– The total enrolment increased from 0.20 million in 

1950 to about 10.50 million in 2005 in India
• In terms of the number of institutions, India is the 

largest higher education system in the world with 
17973 institutions (348 universities and 17625 colleges). 
– The numbers of colleges increased from 578 in 1950 

to 17625 in 2005
– The numbers of universities increased from 28 in 

1950 to 348 in 2005 



India’s Trade in Higher Education 
Services

• India does not maintain separate 
trade in education services in its 
BoP statistics.

• Reserve Bank of India started 
compiling trade in education 
services statistics but only for 
payments (imports) from 2000-
2001 onwards

• India’s import (payments) under 
trade in education services in 
2003-04 was about US$ 2.37 
million, increased to US$ 291 
million till September 2004 
(contributing about 3% of 
country’s total payments 
towards services imports)

• No quantitative assessment so 
far done Mode-wise trade in 
education services
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India’s Mode-wise Trade in Higher 
Education Services

Mode 1(cross-border-supply)
• Mainly distance learning, e-learning courses 

offered on the internet, and correspondence 
courses through postal delivery systems.

• Successful study – IGNOU
• Emerging courses such as e-MBA (e.g. Indian 

Institute of Foreign Trade)
• Rising opportunities in Mode 1

– The international market for e-learning is expected 
to be US$ 300 million by 2010 and the Indian 
market is expected to grow up to US$ 30 million 
(NASSCOM, 2005). 



India’s Mode-wise Trade in Higher 
Education Services

Mode 2 (consumption abroad)
• Indian students in US 

comprise 13% (74,603 in 
2004); China comes next 
with 64,757. 

• In 2002-03, there were about 
7,738 students studying in 
Indian universities from 
abroad, about 40% fall 
compared to 1991-92

• South Asian students are in 
majority -24 percent

• Except Nepal and Bhutan, 
students from other South 
Asian countries in India 
have fallen during 1991-92 
to 2002-03.

Foreign Students in Indian Universities
Region 1991-92 2002-03

Asia , of which 5079 4452

South Asia 2044 1852

Australia (Oceania) 28 40

Africa 7028 1900

Europe 154 142

America 151 353

Total 12765 7738
Country 1991-92 2002-03

Afghanistan 125 24

Bangladesh 565 372

Bhutan 112 227

Maldives 18 34

Nepal 725 801

Pakistan 12 3

Sri Lanka 487 391



India’s Mode-wise Trade in Higher 
Education Services

Mode 3 (commercial presence)

• 100% FDI allowed 
• Includes local branches of foreign institutions as well as 

joint ventures set up by one country in another 
member country. Also, foreign participation through 
twinning, collaboration, franchising, and subsidiaries is 
permitted. 

• According to NIEPA, about 150 foreign education 
services providers under Mode 3 have started 
operation in India from July 2006

• Higher education institutions in India have also started 
setting up campuses abroad
– IIM Bangalore in Singapore
– S  P Jain Management School has set-up branches 

in Dubai and Singapore.



India’s Mode-wise Trade in Higher 
Education Services

Mode 4 (movement of 
natural persons)

• India has been one of 
the most vocal 
members in trying to 
push liberalisation, 
under Mode 4 for all 
service providers. 

• Successful example is 
ISB Hyderabad’s 
faculty collaboration 
with US management 
schools.

Indian Students Abroad

2003-04 2004-05

USA 79736 80466

UK 11000 15000

Australia 17853 22279

New 
Zealand

2405 2567



India’s Position in GATS
• India has no multilateral obligation under the 

GATS framework so far to open up higher 
education services to foreign participation as it 
has not scheduled any commitment in 
education services in the Uruguay Round. 

• India has received requests from several 
countries like Australia, Brazil, Japan, New 
Zealand, Norway, Singapore, and the US, it has 
not made any offers in this sector so far.

• India included higher educational services in its 
Revised Offer to GATS in August 2005

• 100% FDI is allowed in higher education 
services in India under automatic route.



India’s Proposal on Trade in Higher Education 
Services

Indian proposal insists on: 
• Common definitions to include middle and lower level 

professionals
• Clear criteria for Economic Needs Test (ENT) or 

quantitative restrictions to be set out in a reference 
paper; 

• A ‘GATS’ visa for the broad range of personnel 
covered by horizontal and sectoral commitments under 
Mode 4; ordinary immigration rules should also be 
modified (visas to be granted within two to four weeks) 

• Recognition of qualified and licensing requirements 
through Mutual Recognition Agreements (MRAs) and 
development of minimalist accreditation standards to 
overcome national requirements; 

• Waiver in payment of social security taxes without 
corresponding benefits. 



• Barriers to Trade in Education- Indian Case:
1. India did not have a clear defined policy on 

internationalizing higher education
2. Physical Infrastructure in Universities is 

generally not of International Standard
3. Visa for Students is not an easy task
4. Work permit rules in India are not favourable to 

International Students
5. Low Interaction of University and Industry 

regarding R & D
6. However, India’s advantage is the low fee 

structure, teaching in English and large number 
of institutions of higher learning



• Comments about Barriers to Mode 2:
• Some barriers are within the borders of 

nations while some others are cross-border 
barriers. The task is how to differentiate 
them?

• Are the barriers always quantifiable?
• If they are not all quantifiable, can one 

establish that the standard notions of barrier 
may actually be significant from the 
existing cross-country Data?



• Methodology to estimate possible 
barriers:

1. A Panel regression of time series data for 
some Asian ESCAP countries is run

2. The countries chosen are India, Indonesia, 
Korea, Philippines, Malaysia, Thailand, 
Vietnam and Hong Kong. The choice is 
dictated by data availability from 
UNESCO Institute of Statistics about 
International Mobility of Students 



3. The Dependent variable is Internationally 
Mobile Student in Higher Education 
originating from Asia (IMSA), since Asia 
sends most students across the borders.

4. The Independent Variables are Per Capita 
Income in US Dollars (PCY), Consumer 
Price Index (CPI, Base=2000), School 
Enrollment in Higher Education (Sch) and 
Internet Use per 1000 (Int)

5. The time span is 1999-2004, but the panel 
is unbalanced for lack of data



• The Result:
• Random Effect Model is valid. This is 

supported by Breusch Pagan and Hausman
tests

• The final result, suppressing constant term 
in regression is-
IMSA = - 0.91* PCY + -212.26**SCH + 
57.15*INT + 46.97**CPI, where * and ** 
denote significant at 1 and 5 per cent levels.
R² = 0.50



• Interpretation of the Results:
• Like Trade in Goods, Trade in Education 

Services have Import Demand and Export 
Supply Functions.

• Import Demand is from the Country Which 
sends out students and Export Supply is 
from Countries which receive such students

• Estimated function is Reduced form
• It looks like the Export Supply Function is 

identified



• Signs of the Coefficients:
1. Higher PCY leading to less mobility 

across the borders point to barriers erected 
by more affluent countries in the form of 
visa, work permit and accreditation 
requirements.

2. Higher CPI leading to higher mobility 
indicates more aggressive marketing of 
education due to higher profitability 
outweighing cost disadvantages



3. Higher Internet use leading to higher 
mobility indicates better infrastructure in 
ICT as well as less transaction cost in 
information gathering

4. Higher School Enrollment in Higher 
Education leading to less mobility points 
more to capacity constraint of the nations 
offering access to international students



• Meaning of Random Effect:
• There are factors which affect mobility of 

students across the borders but not 
accounted for in the regression. But, these 
factors are independent of the variables 
taken to explain the mobility of the 
students.Thus, the barriers discussed 
elsewhere may be there, but they are not 
necessarily governed by the factors 
specifically mentioned in the regression. 
Also, their variation across countries are not 
systematic



• In other words, barriers like visa or work 
permit or accreditation cannot be correlated 
to either per capita income, or high inflation 
or to better schooling or efficient 
infrastructure. These factors appear 
somewhat randomly across the countries 
and cannot be systematised according to the 
above mentioned criteria.



Conclusions
• Mode 2 is the most important mode of education 

in Trade, although other modes, especially Mode1
and 3 are making rapid progress

• Barriers to trade are not systematic. As a result, 
one can not get unique answers to lessen the 
barriers based only on country characteristics

• GATS negotiations have to take this asymmetry 
into account and look for solutions

• One needs to recognise importance of bilateralism 
in trade in education as this makes negotiations 
simpler and more specific



Thank you
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