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Background note

prepared by the OECD Secretariat

on

Trade in Educational Services:

What can we learn from existing data?

Information and data about the level and content of trade in educational services are scarce and difficult to
evaluate. This note uses existing data from the OECD database on International Trade in Services and from
OECD/INES on foreign students in tertiary education to give an overview of the approximate scale of this
trade. The note is a preliminary draft and it is important to be aware of all the statistical caveats mentioned
in order to get a reliable picture of the size of international trade in educational services. The preliminary
note is divided into three sections: 1) Methods of compiling the statistics; 2) Main trends in the trade of
educational services; and 3) Concluding remarks on gaps in our knowledge about trade in educational
services.

1. Methods of compiling the statistics

Trade in services statistics

Statistics on trade in educational services are classified under several headings and often together with
other activities. It is therefore not easy and sometimes impossible to identify “trade in educational
services” using this statistics. The trade data used in this note was collected according to the
OECD/Eurostat classification. In this classification, “trade in educational services” are counted for under
the following headings:

(1) 242 Personal travel, Education-related expenditure;
(2) 936 Miscellaneous business, professional, and technical services. Other.

The first category mentioned above consists of educational services where individual students pay a tuition
fee to education institutions (students studying abroad). This corresponds to mode 2 (consumption abroad)
in the WTO classification of different modes of supplying goods and services across borders. Estimates of
foreign students’ expenditures in the country are made by multiplying the number of students by average
expenditures per student. Receipts consist largely of expenditures for tuition and living expenses for
foreign students enrolled in a country’s universities and colleges. Payments consist of tuition and living
expenses of students for study abroad.
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The second category mentioned above does contain trade on educational and training services in so far that
the services are provided on a contract or fee. This category contains, for example, employee training or
educational testing services provided by a foreign company or institution. It also contains the service
provided by a manufacturer where the foreign customer buys training service as part of the delivery,
maintenance or installation of a good. And finally, it contains cross-border e-learning activities in
companies and educational institutions. It is not possible in the OECD database to separate trade in
educational services from a number of other trade categories included in “936 Miscellaneous business,
professional, and technical services. Other”. This second category corresponds to mode 1 (cross-border
supply) in the WTO classification of different modes of supplying goods and services across borders.

Within the international trade statistics it is furthermore not possible to separately identify the earnings
from universities and companies present in another country (offshore activities). The sales by these
“foreign affiliates” are not included in the international trade statistics according to international rules for
collecting trade data. Only their earnings are recorded in the accounts as international transactions, and
here they appear as “income” rather than “services”. This category corresponds to mode 3 (commercial
presence) in the WTO classification of different modes of supplying goods and services across borders.

It should also be noted that trade according to mode 4 (Presence of natural persons - a person (professor,
scholar, teacher, etc.) entering another country to provide an educational service) in the WTO classification
is not accounted for in the trade in services statistics unless there are earnings from this activities that are
transmitted to another country.

Statistics on foreign students in tertiary education

In the OECD/INES statistics on foreign students in tertiary education, students are classified as foreign
students if they do not hold the citizenship of the country for which the data are collected. The data are
sampled in the host countries, not through the sending countries, and therefore relate to incoming students
to a particular country, rather than to students from that country going abroad.

Students studying in countries which did not report to the OECD are not included in the statistics. As a
consequence, all statements on students abroad underestimate the real number of students abroad, since
non-OECD countries and non-reporting countries are excluded. In the 1998 statistics, e.g. on foreign
students in tertiary education, there are no data for the following OECD countries: Belgium (French
Community), Greece, Mexico, the Netherlands, and Portugal. In the 1999 statistic only data from Greece
and Portugal are missing. The foreign students are normally counted on a specific day or period of the
year.

Not all foreign students in tertiary education can realistically be considered as a “credit” or “export” in the
trade in services and balance of payment statistics. Although Germany is a high-ranking destination for
foreign students studying in the OECD countries, the actual number of non-resident students (or students
who attended upper secondary education in another country) registered in German higher education
institutions accounts for only two-thirds of all foreign students. This is because of a significant number of
“domestic foreigners”, consisting mainly of children of “guest workers” who, despite having grown up in
Germany, are considered “foreign” in this statistics. A quarter of all foreign students in Germany have
ethnic origins in Greece, Italy and Turkey.

2. Main Trends in the trade of educational services

Using trade in services statistics
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In the OECD database on international trade statistics in services, seven countries have reported data on
“Personal Travel, education-related activities”: Australia, Canada, Mexico, New Zealand, Poland, United
Kingdom and United States. Among these countries are four major “exporters” of trade in educational
services, namely Australia, Canada, United Kingdom and United States. The tables 1 to 4 show the
educational services measured as the receipts or payments of foreign students studying abroad
corresponding to the category “242 Personal travel, Education-related expenditure”.

As mentioned in the previous section on “Trade in services statistics” this corresponds only to mode 2
(consumption abroad). Nevertheless, the largest share of cross-border trade in educational services occurs
through the travel of international students to study at foreign universities, and this indicator is therefore
often used to estimate the overall level of trade in educational services. As we shall argue later in the note,
this estimate becomes less and less accurate as other forms of trade in educational services (e.g. e-learning
and corporate training) are growing rapidly.

As it can be seen from Table 1, the United States is by far the biggest “exporter” of educational services
among the countries where we have data, followed by United Kingdom, Australia and Canada. Australia
has over the period 1970-99, experienced a very high growth of educational services. Education has
developed to be Australia’s eighth largest export industry, corresponding to 11-12 per cent of the total
Australian trade in services (Table 2). In contrast, Canada has experienced a relatively lower growth in its
trade in educational services than countries like Australia, the United Kingdom and the United States. The
relative importance of trade in educational services as a percentage of total trade in services has thus fallen
from 3 per cent in 1989 to 2 per cent in 1999 (Table 2).

Table 1: Personal travel, education-related in billions $US 1970-1999 - Credits (Export)

1970 1989 1997 1998 1999
Australia 6 584 2190 1844 2030
Canada 68 530 595 621 703
Mexico .. .. 44 49 47
New Zealand .. .. 282 211 209
Poland .. .. 16 26 ..
United Kingdom .. 2214 4080 4464 ..
United States .. 4575 8346 9037 9572

..    not avaiable

Table 2: Personal travel, educational-related as a percentage of total trade in services 1970-1999 -
Credits (Export)

1970 1989 1997 1998 1999
Australia 0.6 6.6 11.8 11.4 11.6
Canada 2.7 3.0 1.9 1.9 2.0
Mexico .. .. 0.5 0.4 0.4
New Zealand .. .. 6.6 5.7 4.9
Poland .. .. 0.2 0.2 ..
United Kingdom .. 4.5 4.3 4.5 ..
United States .. 4.4 3.5 3.7 3.8
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..  not available
However, most likely these tables underestimate and increasingly so, the total export and import of
educational services. They do not include the educational services included in “936 Miscellaneous
business, professional, and technical services. Other”. Nor does the tables include the earnings from
affiliated companies and institutions in educational services. On the other hand, other transactions in the
current account partly offset these receipts. Surveys of foreign students in the US indicate that roughly
three-quarters of their education are financed from sources abroad. The remainder, however, is financed
from sources within the United States – through scholarships from colleges, universities, private
corporations, or other non-profit institutions. These payments to foreigners are included in private
remittances and other transfers in the trade statistics.

By comparing Tables 1 and 3 (the payment for students studying abroad), it is clear that Australia, Canada,
the United Kingdom and the United States have a “trade surplus” in educational services. The major import
countries of educational services are often non-OECD countries as will be shown below. Of all foreign
students studying in the OECD countries in 1998, 43 per cent were from OECD countries and 57 per cent
from non-OECD countries.

Table 3: Personal travel, education-related in billions $US 1970-1999 - Debits (Import)

1970 1989 1997 1998 1999
Australia 24 178 410 337 378
Canada 37 258 532 523 563
Mexico .. .. 44 49 47
New Zealand .. .. .. .. ..
Poland .. .. 41 48 ..
United Kingdom .. 67 182 217 ..
United States .. 586 1396 1591 1840

..  not available

Table 4: Personal travel, education-related as a percentage of total trade in services 1970-1999 -
Debits (Import)

1970 1989 1997 1998 1999
Australia 1.5 1.3 2.2 2.0 2.1
Canada 1.1 1.1 1.4 1.4 1.4
Mexico .. .. 0.3 0.4 0.3
New Zealand .. .. .. .. ..
Poland .. .. 0.7 0.7 ..
United Kingdom .. 0.2 0.2 0.3 ..
United States .. 0.7 0.9 0.9 1.1

..  not available

There exists only few data and little evidence about the trade in educational services other than mode 2.
Tables 1-4 are only based on data from the category: "242 Personal travel, Education-related expenditure"
(mode 2), because it is not possible to identify "other trade flows" of educational services from data
available in the OECD database on international trade in services.
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From the US trade statistics, it is however possible to get a bit more information on mode 1 trade (cross-
border supply) in educational services. As part of the US Trade in Services Statistics, there is a category,
entitled "training services", which contains sales of, e.g. employee training or educational testing by a US
company or institution abroad. The total amount of this activity is relatively small (only $US 408 million
in export and $US 175 million in import in 1999) compared to the category 242. However, in the US trade
statistics, it is not possible either to "isolate" trade in educational services when it is provided to a company
or institution abroad as part of a delivery, maintenance or installation of a good, nor provided as a e-
learning activity (mode1). The cross-border e-learning activities are most likely growing at a much higher
rate than the number of students studying abroad. Increasingly, educational institutions, publishers, and
ICT companies are teaming up to design and deliver e-learning courses on a variety of subjects. Large
companies also are developing education and training courses to improve the skills of their employees and
to keep them up to date. Again, we have very little information on these activities and how much of them
are cross-border. It is estimated that there are 6,250 foreign “distance learning” students at Australian
universities in the beginning of 2000 corresponding to 6 percent of all the foreign students the Australian
universities. Moreover, the number of public-private partnerships in post-secondary education and
corporate training is rising rapidly to match growing market prospects in an increasingly global e-learning
market1.

The same is the case with mode 3 trade in educational services. According to a study done by the
Australian Vice-Chancellors’ Committee in May 1999, 35 Australian universities reported 750 offshore
programs with 31,850 students. 89 per cent of them are in four countries: Singapore, Hong Kong, Malaysia
and China2. It is furthermore estimated that 75 per cent of UK universities had at least one overseas
validated course in 1996/97 corresponding to probably in the region of 135-140,000 students during the
1996/97 academic year3.

Statistics on foreign students in tertiary education

Five countries (Australia, France, Germany, the United Kingdom, and the United States) attract more than
eight out of ten foreign students studying in the OECD area. It would therefore have been preferable to
have trade in educational services data from France and Germany as well. We can, however, get a fairly
reliable estimate of the trade in educational services in France and Germany, if we accept that the trade
data are by and large estimated from the student flow. According to the OECD/INES 1998 statistics, the
United States is the largest receiving country of foreign students (in terms of the absolute number of
foreign students) with 32 per cent of the total, followed by the United Kingdom (16 per cent), Germany
and France (13 and 11 per cent respectively) and Australia (8 per cent).

There are, however, differences in the level of tuition fees and living costs from one country to another
within the OECD. Within the EU countries student fees are typically non-exist or low. The living
expenditures by students studying abroad are, however, accounted for the international trade in services
statistics under “242 Personal travel: education-related expenditure”.

                                                     
1 OECD (2001): “E-learning – The Partnership Challenge”, Paris.
2 IDP Education Australia (2000): “Transnational Education Providers, Partners and Policy: Challenges for Australian
Institutions Offshore”.
3 Idem p. 21.
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Figure 1: Distribution of foreign students in OECD countries by host country (1998)
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Among all foreign students studying in OECD countries, Greek, Japanese and Korean students comprise
the largest proportion of students from other OECD countries, each representing about 4 to 5 per cent of all
foreign students, followed by Germans, Turks, French and Italians. Together, these countries account for
about 25 per cent of all foreign students in OECD countries. China (including Hong Kong) represents 8.6
per cent of all foreign students studying in OECD countries, followed by Malaysia (3.8 per cent) and India
(2.8 per cent). Other Southeast Asian countries are also very active in sending students to OECD countries,
5 per cent of all foreign students originate from Indonesia, Singapore, and Thailand4.

The OECD has also recently collected statistics on foreign students in tertiary education in 1999. There has
been an increase in the number of foreign students enrolled in tertiary education in OECD countries from
1,31 million in 1998 to 1,42 million in 19995. This corresponds to an increase in the number of foreign
students studying in OECD countries of 7-8 per cent from 1998 to 1999.

3. Concluding remarks on gaps in our knowledge about trade in educational services

The aim of this note is to obtain an overview of the approximate scale of the trade in educational services.
There is relatively good information on mode 2 trade in educational services (consumption abroad).
Approximately 1,47 million foreign students were studying abroad in OECD countries in 1999. The
average expenditure per year of students studying in the seven countries where we have data on “Personal
travel, education-related” (table 1) is $US 20,600 including fee payment and living expenditures. Given
that these seven countries attract a bit more than 56 per cent of all foreign students studying in OECD
countries, it can be assumed that the overall market in OECD of mode 2 trade in educational services is

                                                     
4 OECD, 2000: “Education at a Glance”, Paris.
5 These figures do not take into account that the 1999 data include data from Belgium, Mexico and The Netherlands,
which was not the case for the 1998 data. If these countries are included, the total number of foreign students enrolled
in tertiary education in 1999 in OECD countries is 1,47 million (only data of foreign students studying from Greece
and Portugal are not included in the 1999 figure).
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around $US 30 billion in 19996, corresponding roughly to 3 per cent of the total trade in services in OECD
countries. This figure is an extremely rough estimate and must be taken with great caution. As we have
mentioned, the average costs for students studying in Europe might be somewhat lower as student fees are
typically non-existent or low. On the other hand the 1,47 million foreign students in OECD countries does
only include tertiary student and not the number of foreign upper secondary and post-graduate students and
adult learners.

As demonstrated in the note, there is very little information on the scale of the other forms of trade in
educational services – mode 1 (cross-border supply), mode 3 (commercial presence), and mode 4 (presence
of natural persons). There is some evidence that trade in educational services modes 1 and 3 are growing
rapidly. In order to get a more complete picture on trade in educational services, there is thus a need to
document trends in cross-border e-learning activities, the development of offshore education activities, and
in general the trends towards public/private partnerships in the delivery of education and training.

                                                     
6 The $US 30 billions is calculated be multiplying the number of foreign students in tertiary education in OECD by
the average expenditure of foreign student per year.


