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ABSTRACT
Learning is crucial to the evolution of humankind. In an acknowledged era of the knowledge society one would expect to encounter a sense of urgency in assuring the free flow of higher education across national borders. Yet, to the contrary, there is a substantial reluctance to the integration of this sector into the General Agreement on Trade in Services.

This contribution postulates that the academic industry is missing out on a major opportunity by setting itself apart in trade negotiations. Though higher education has a higher calling, it will not be able to compete successfully for necessary resources unless its rules comply with those established by the World Trade Organization. Key opportunities to open higher education to the world are delineated. 
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LOOSENING THE SHACKLES: THE FUTURE OF GLOBAL HIGHER EDUCATION
 
Learning has always been crucial to the evolution of humankind. The ability to build blocs of complex issues and to codify and pass on this knowledge has been the essential dimension which sets humans apart from all other creatures.  Since antiquity, centers of learning have evolved that reduced the cost of transmission of ideas and innovations across professions and trades. These centers were the genesis of our modern medical schools, schools of fine arts and universities (Dickson and Czinkota, 1996). Typically, those countries that offered most learning were also able to protect themselves the best. There is much truth in the saying “the pen is mightier than the sword.”  

Of course, their capability to learn and offer learning also influenced the role countries could play with their allies. Take the Roman Empire. The knowledge available in Rome – be it regarding systematic laws, administration of cities, central market locations, communication and distribution systems - all led to a reduction of uncertainty, a decrease in risk and an increased quality of life. As a result, the well being within and outside of the empire differed sharply. City-nations and tribes that were not part of the Empire wanted to share in the benefits of belonging and joined as allies. Thus, the immense growth of the Roman Empire occurred through learning advantages rather than through the marching of its legions and warfare. Of course, the advantages had to persist in order to make it worthwhile for others to belong. The decay of the Empire was not mainly through war and prolonged battles. Rather, the outsiders were attacking an Empire that could no longer offer the benefits of learning.  Former allies, therefore, no longer saw any advantage in being associated with the Romans, and, rather than face prolonged battles, willingly cooperated with the invaders. 

Learning and international openness to learning (and teaching) continued over the centuries. Consider the Minnesänger of yore, where Walther von der Vogelweide moved from castle to castle to pass on the latest news and knowledge. Think about the business report filed by Marco Polo after his trip to China, letting readers acquire valuable intelligence about potential enemies and allies and learn about new practices in a distant society (Nevett, 2004).  Remember the itinerant apprentices and artists who would travel to Italy or go to France to become masters in their field. 

Today there is broad acceptance of the need for and benefit of learning. UNESCO reports that “better education contributes to higher lifetime earnings and more robust national economic growth.” (EFA, 2004) Those concerned directly with business recognize how important it is for a country to be a learning source to both insiders and outsiders. Peter Drucker, in describing post-capitalist society, sharpens the edge when he states that “ The basic economic resource is no longer capital, nor natural resources, nor labor. It is and will be knowledge…value is now created by “productivity” and “innovation” both applications of knowledge at work” (Drucker, 1993). 
Governments have drawn a clear linkage between higher education and the quality of life as well. In the Bologna Declaration, the European Ministers of Education stated that “the vitality and efficiency of any civilization can be measured by the appeal that its culture has for other countries. We need to ensure that the European higher education system acquires a world-wide degree of attraction equal to our extraordinary cultural and scientific traditions.” (Bologna Declaration, 1999) What a mission statement for those active in the transfer of knowledge! Yet in this time of a global knowledge society, the higher education sector remains one where out of 148 WTO members, only four have chosen to propose commitments under the GATS – which, after all, is the key services negotiation framework in the world. Unless there is an integration of higher education in the current trade negotiations, that sector’s shackles will fall only in the next round, which may be decades from now. 
HIGHER EDUCATION – A HIGHER CALLING

Many see higher education, which we define as post-secondary or tertiary level education, as a sacrosanct activity. After all, higher education addresses the highest strata of thinking, fosters dramatic debates, and has the potential to affect social power. Historically, students – if not their faculty members - have often been the instigators of dramatic shifts in society. 

The issue of academic freedom is very close to the hearts of many. Being able to teach what “needs” to be taught – being able to speak out – being able to pursue thoughts to wherever they may lead are some of the most crucial components of academia. In many instances, it is felt that institutions of higher learning are the true fourth estate – an independent pillar of society crucial to innovation and progress, while guarding the insights of the past. 

These considerations have major implications on the perspective brought to issues such as competition and “foreignness”. While competition of thought may be welcome, the same is not so easily said for competition by institutions.  There are several indicators of such differentiation. One is the substantial reluctance with which any comparative rating systems have been greeted by academic institutions. There is an immediate pointing to the subtle differences which make up the major gaps between universities but no attempts are made to compensate for them to permit comparisons.  Similarly, foreign students and professors may be accepted, but foreign institutions are seen – if not with disdain - then at least with great caution. Worries about “degree mills” which certify unqualified individuals with unearned honors have been a major issue for decades. These concerns have only increased with the rubberstamp award of degrees which some internet sites are offering. 
All the considerations of higher calling also have resulted in special institutional perspectives of higher education. Different from other human activities, academia has staunchly resisted accepting the notion of being part of any services “sector”. In discussions with university presidents, deans, and – on the top of the pyramid - university professors from around the world, I have been consistently assured that the problems faced are so special, specific and unique, that wholesale approaches to anything would be heresy to the purpose of higher education. As the editor of an important business journal put it “reviewers generally reject the notion that higher education is a ‘service.’”
The special position that academia demands and expects for itself has been made clear in the Statement on Behalf of Higher Education Institutions Worldwide. In this statement, which was co-signed by the American Council on Education, of which my home institution, Georgetown University, is a member, several limitations of multilateral and regional trade regimes in regulating education are outlined:

“Trade frameworks are not designed to deal with the academic, research, or broader social and cultural purposes of higher education” and

“Trade policy and national education policy may conflict with each other and jeopardize higher education’s capacity to carry out…its mission”, finally,

“Applying trade rules to complex national higher education systems…may have unintended consequences that can be harmful.” (A Statement, 2005)

In other words, academia is special and should be treated differently in the process of international services negotiations. Apparently the key principles of the GATS framework, such as free competition, transparency, non-discrimination and national treatment should not apply. 

THE NEED FOR MAMMON
Higher education may see itself exempt from international service industry rules, but it certainly is not immune from rules of economics, particularly when it comes to issues of supply, demand, and money. Public discussions of higher education rarely focus on money. On the contrary, typical is the statement made by a European leader in education that “a growing number of people in the world of education feels that the fundamental right to free and good education must remain untouched.”(Oosterlinck, 2002). Yet, in today’s profane societies, the competition for resources drives many a motivation; and money is a key to resources. 

Even though higher education receives public support and subsidies, as a sector it is not always on the front burner of the public purse. In my work on international education I often encounter friends from the defense sector on the same airplane. When we arrive, my colleagues are typically met by crisply uniformed officers with shiny Mercedes cars. Just as typically, I find a befuddled educator full of hope that his Deux Cheveaux will start. 
In many locations today the higher education sector is wrestling with the issue of tuition. For example, in Germany, due to a Supreme Court decision, tuition has recently become 
permissible. Expectations for the amounts to be charged, however, are low (less than 500 Euro per year), and judging by surveys, there is strong opposition to this form of university funding. In contrast, institutions in other countries have been charging tuition for centuries and quite substantial amounts at that. For example, my institution, Georgetown University in Washington D.C. charges $ 29,800 in undergraduate tuition per year. 

On a global level, the higher education sector has fallen behind other industries and needs substantial funding. Future investments are needed to develop the path-breaking capabilities to which education should be entitled. Even in highly developed countries students today encounter much less favorable conditions than their peers in earlier generations, and after they graduate they are positioned on a much less competitive platform. These students and their parents know that to bring their universities up to global leadership levels, public monies alone will not be sufficient. Even though they are off-budget, the costs of inadequate support and delays in graduation times vastly outstrip the investment needs.  

What then are the options? Without additional funding the key alternatives are: (i) declining universities, which accommodate all, but offer progress to none, or (ii) a return to the elite institutions of yesteryear, with higher education for only a select few. Surely both models are unacceptable. Additional funds will have to come from fundraising, user fees and alumni contributions. 
Newly introduced tuition does change the intergenerational arrangement of the past half century during which many students studied for free with a relatively high public subsidy. In the United States, most universities cover a large share of costs with donations from alumni – former students who accept an obligation from the benefits they have received from their studies year ago. New tuition should also mean new alumni responsibility, an important social marketing task. 
But overall, in light of sector funding requirements, a better understanding of higher education’s benefits should see any outcry shift from “no tuition” to a concern about the risk of not paying and investing enough.  

HIGHER EDUCATION AND PRODUCTIVITY
International competition influences productivity and has been connected to low levels of inflation. New thoughts, processes and innovations are said to be key benefits of globalization. It is therefore well worth exploring how the higher education sector stacks up in the productivity field. 

Productivity discussions typically measure changes in output achieved with the same level of input. In academia, as in many other service industries, such measurements and comparisons are difficult since the type and quality of outputs and inputs vary. 
One basic perspective can be gleaned by looking at how much an industry has changed over time. For example, the field of transportation can be divided into land, sea and air. Within the span of the last one hundred years, these sectors have shifted from the horse buggy, camel, or donkey to the automobile and truck on land, from the dhow to the multi thousand container ship on sea, and from the images of Ikarus and his bird feathers to large jet planes and rockets in the air. 

When we apply such a change perspective to universities in general we find that in contrast to other sectors, university structures and processes have experienced few shifts. Just think, if we could time-transport a professor (or a student) from the year 1386 in Heidelberg to one of today’s universities, that person would be a fully functional professional. There still is the classroom with the cathedra from which the professor expounds great thoughts and the seats from which students claim to listen. There are still the volumes to read, the papers to write and the ritualized exams to take. Mostly, one professor still offers only one field at one university, and students still receive their knowledge in one course increments which, as if by magic, last exactly one semester, and obtain their degrees from only one location. All this in an era which is characterized by technology driven knowledge generation and information dissemination, global reach, cross fertilization of fields, substantial productivity enhancements and Six Sigma quality control levels. It might appear as if higher education has not innovated at the same pace as other industries.

Looking beyond time transformations, there are also some sectoral and international productivity and cost data. From 1995 – 2001 general business productivity in the United States increased by 17 percent. In the manufacturing sector, which was most subject to international competition, productivity levels increased by 25 percent.  (Bureau of Labor Statistics, 2004). All that means is that cost have decreased and output increased.

On the higher education side, U.S. data for annual institutional expenditure per student at four-year institutions indicate that between 1970 and 1996 these expenditures in constant 2000-2001 dollars increased by 37 percent. (National Center for Education Statistics, 2005). If we expand our scrutiny in time and scope to include average published tuition fee, room and board at four year institutions in the United States, we discover, in constant 2004 dollars, an increase of 114 percent at private and of 82 percent at public institutions between 1976 and 2005. (College Board, 2004) 
U.S. expenses per student are up substantially. Looking at the same data for OECD countries between 1995 and 2001 (in constant 2001 prices) the picture is not pretty. If one assumes that overall education quality remained relatively constant during that period, there are a few productivity improvements to report: Australia is up 4 percent, Hungary 8 percent, Norway 6 percent and the United Kingdom 4 percent. However, in most countries higher education productivity declined: For example, Austria recorded a drop of 9 percent, Denmark 24 percent, France 13 percent, Germany 11 percent, Greece 31 percent, Italy 20 percent and Spain 33 percent. (OECD, Education at a Glance). Since these data primarily indicate changes in expenditure per student, one could argue that, rather than revealing lower productivity, they reflect higher investments per student – and therefore are a good thing. While such an argument may be accurate in the case of a specific institution – due to, say, investments into classroom technology - in most instances our own look into classrooms reveals the sad reality of overburdened teaching faculty and students with fewer choices.
Productivity and higher education thinking are spheres of interest culturally far apart from each other. To maintain the nexus between the two domains on the domestic front, it will be important to continue the joint use of terminology. As has been argued consistently over time, terms like learning efficiency, effectiveness, retention and relevance must become part and parcel of any discussion of learning. The use of new technologies, self-paced and footloose instruction, person-specific content responsiveness, benchmarking, learning absorption testing, critical knowledge deficiency detection and specific learning recycling must become commonplace parlance in the education industry. (Dickson and Czinkota, 1996). 
A final key argument on the productivity side concerns the battle between central planning and market economies. In many academic organizations virtually everything remains the opposite of the entrepreneurial system. Funding comes from the government, salaries are set based on years of service, grants are awarded based on seniority. Often universities have even mobility monopolies over students within a region. Rewards for management come for the ability to manage coalitions and increase subsidies, rather than the capacity to raise industry funds or be market responsive. After many decades of ideological conflict the evidence is quite clear that central planning has not worked. Yet, in spite of our university class room teachings to that effect, the institutions where we do the teaching remain the last vestiges of central planning. It is time to abandon a failed concept and bring prosperity to all! (Cabrera, 2005)

HIGHER EXPECTATIONS OF HIGHER EDUCATION

The world places growing expectations onto academe. We conducted a Delphi study with a set of experts drawn from the policy, business and academic communities ranging from the mega markets of the world to the emerging and developing ones.  Over three rounds of interaction, these experts analyzed and debated the likelihood of changes in the international environment over the next decade and the impact of these changes.  The findings reported here focus primarily on the education dimension. The full report can be found in the Journal of World Business (Czinkota and Ronkainen, 2005)
The higher education sector emerged as the most important component of global strategy. There was seen a formidable need for administering national transition. Universities have internationalized over time but have not kept pace with globalization and the transformation of world relations.  For many years foreign language training was the main international activity on campus. Over time, culture was added to the verbs and international studies departments were formed. Policy concerns led to programs in international diplomacy. More recently, global marketing and management courses produced the now highly competitive international business programs. In all instances, however, little has been done to deal with the conflicts and problems of transition management. 
The new mandate for institutions of higher learning is still to develop leaders well-grounded in functional skills; however, they need a knowledge of international affairs and sensitivity to a diversity of beliefs and social forces.  They must know about the impact of culture and the workings of legal institutions. They need to have a sense of history and appreciation of ethics. They may have to administer crowd control, guard national treasures and provide for public health. They will need to have an understanding of logistics and be experts at liaison with groups ranging from local zealots to representatives of international organizations. They will need to learn a dose of market-based thinking, but also be understanding of clashing religious beliefs and the importance of family ties. Above all, they need to communicate well.
New thinking in academia must pool the best knowledge, the most spirited desire for change, and the deepest experience in implementation. Matching such resources with the most talented students from around the world will give new meaning to the term “elite”. Such global learning centers need to be linked to centers of power and maintain insights into both business and policy processes. The occasional physical presence of key decision makers from legislative, military and judicial organizations will help. Other than that, such programs will be footloose around the world. While it may help to be part of an existing organization, close relations with like-minded partners can provide the opportunity for a coalition of many countries and institutions to teach how to do things better in the future. 
IMPEDIMENTS TO INTERNATIONALIZING HIGHER EDUCATION
After all the positive aspects of internationalization and higher education, one would expect the flood gates to be open. But, there are, of course, major concerns which restrain the forces of globalization. 

For one, the cultural aspects of higher education are seen as being inviolable and deserving of special protection. Since higher education passes on that special cultural “Fingerspitzengefühl”, there are grave concerns about the participation of unsavory foreign hands. 
Very closely related is the topic of quality. All can agree on the fact that it is important to imbue participants in higher education with a sense and spirit of quality and that any examinations and degrees need to be reflective of such high standards. The image of degree mills printing diplomas which then result in incompetent professionals administering cities, healthcare or even nuclear weapons springs to shuddering minds when the quality debate rages. Learners and those acquiring their services need to be protected at all cost! 

Subsidiary issues then are concerns of equivalence and comparability. How do we ensure that degrees and diplomas are equal, particularly if institutions of higher education are to accept students from another? How can a common taxonomy assure that a term used in one country maintains the same meaning when used in another? For example, at this time, the global use of the title “engineer” does not always guarantee the same level of education, nor does the term “university” connote the same type of institution. 
It is these concerns which lead to significant barriers to cross border educational services activities in market entry as well as in conducting operations. For example, among others, problems have been noted in the licensing and credentialing sectors, the transmission of content, and the activities of investors and in the intellectual property rights sector. (Moll, 2002) 

TYPES OF INTERNATIONAL HIGHER EDUCATION

Many recollect fondly the glorious days of studying abroad. Such student mobility continues to constitute an important component of the international supply of higher education services, yet there are three other important venues which go beyond the consumption abroad. Professors and researchers can move abroad to provide for the presence of natural persons. Programs can be sent abroad with distance learning and on-line education to offer a cross-border supply of services. Finally, there can be a commercial presence through the move abroad of institutions where universities open up a branch campus or join forces with another entity. One could even envision a take-over battle for the leading education provider in a country. Table 1 summarizes these four alternatives. Our subsequent discussion will follow this format. 
[Table 1 Here]

STUDENT MOBILITY

Participating in a period of “study abroad” is perhaps the most traditional and visible experience of global higher education. This activity most directly corresponds to the view of trade in services and takes on an important role in the flow of funds for many nations. For example, in the United States, the expenditures of international students at US institutions have consistently exceeded the monies spent by Americans going abroad. This attractiveness of U.S. educational institutions resulted in a services surplus of more than US $ 10.7 billion in 2003. (U.S. Bureau of Economic Analysis, 2004) 
Over the past twenty years, this internationalization has increased rapidly. The number of international students in OECD countries alone has doubled to 1.6 million, with Europe being the largest recipient and Asia being the largest emittent region (OECD, 2004). Structurally, it should also be noted that Asian students typically use their cross border mobility to acquire a degree while paying full fees, while American and European students typically participate in much shorter term programs. (OECD, 2004).  

For many countries international students represent an important source of export revenue. These students cover not only their education and travel cost, but also their living expenses for themselves and, in many instances, for their families. It has been estimated that international student mobility amounts to a minimum of 3 percent of global services exports. In Australia and New Zealand, educational services rank, respectively, third and fourth in terms of services exports. (OECD, 2004).
International students also make powerful contributions to their immediate environment. Take the financial aspects of tuition payments at universities. In many instances, international students are admitted on a full-fee basis, without public subsidies. Particularly when institutions face budget pressures and limits in their fee adjustments, it may be the international students who generate key additional income streams. A second type of contribution is in the teaching and research arena. Many international students become instrumental partners in both teaching and research at their new institution. Their teaching of large undergraduate courses at relatively low compensation often enables the faculty to devote much more time to other tasks. In fact, one could argue that it may be such a low wage strategy which enables some institutions to build their reputation in research and reach the upper echelons of education.  
Student mobility has at its core the focus on experiential learning and the ability to be immersed in a new environment. Compared to many other ways of becoming knowledgeable about an issue, few other approaches convey the same proximity and capacity to feel, touch, see and hear the subject matter. Particularly where culture and values are key components of the experience, the student mobility approach to internationalization is unique. However, for many, constraints of time and money have been and will continue to represent harsh obstacles to such mobility. 
Over the past decades, the vast increase in international student mobility has not been matched with a similar increase in support structures in their home and host institutions and countries. It has therefore been relatively easy for students to “fall between the cracks,” since there have been insufficient mechanisms in place to even find out whether, once arrived in a country, students actually were able to participate in classes which they intended to attend. Such a lack of infrastructure is difficult to accept, particularly for individuals at an age vulnerable to groups with hostile intent. 
The murderous terrorist attacks of 9/11 may have had a long term effect on the direction and extent of international student mobility. Today’s heightened security environment has imposed new scrutiny and reporting requirements on the academic sector, particularly in the United States. New bureaucratic processes led to lengthy delays in visa interviews and rapid increases both in the delay and the denial of visas. Often, the delays conflict with admission interviews, academic schedules, short term travel plans, or other time sensitive requirements of academe. It has been difficult for universities to restructure their time frames for international students in a manner more accommodating to the realities and needs of national security. There has also been disenchantment with studying in the United States, for reasons of direct policy disagreements, fear of exposure to greater scrutiny, and indirect reasons such as a greater desire to stay at home. In consequence, the number of international students enrolled at U.S. educational institutions, after minimal increases in 2002/3, decreased by 2.4 percent in 2003/4, the first absolute decline since 1971.  By region, the sharpest decreases were students from China ( - 20 percent), Japan (- 14 percent) and the Middle East(- 9 percent). Substantial decreases were also noted for India and several European nations. Student applications have decreased even more sharply. (Open Doors, 2004)

Even though the delays have been greatly shortened, difficulties encountered in the United States have caused some students who earlier might have come to the US, to change their choice of country. However, these declines may also well mark a watershed indicating a reduction in student mobility. One more “score” to add to the collateral damage inflicted by the terrorists, and one additional example of unintended yet powerful consequences of policy actions. 
It is important to distinguish such legitimate manifestations of national security from trade concerns such as visa requirements regulating the free flow of international students, foreign exchange requirements which affect student’s ability to pursue their activities and variances in the recognition of qualifications. On the institutional side, issues such as educational quality and the possibility of overburdening students in their institutional obligations need to be safeguarded.
ACADEMIC MOBILITY

Here, conditions may often resemble those of student mobility, only that the persons involved are faculty members, researchers and program administrators. However, the issue of culture and values becomes particularly operative here, since it is often through academic mobility that highly sensitive sectors of society are touched. The range of activities can begin with a simple speech by an academic, but also continue with a lengthy course or program development which can last for years. Those very issues which make academic freedom so precious in any given classroom, may give rise to concern and even conflict when it comes to cross border activities. Who needs a foreign professor fomenting discontent with one’s policies? 

It is of course tempting then to apply employment rules, visa regulations or concern with the transfer of educational materials as administrative tools in support of national goals – yet, the discriminatory use of such tools to inhibit the services transfer is inappropriate. It is here, incidentally, where smaller countries may benefit the most from an open market approach. If the industry abandons its traditional “one professor at one institution” approach, the much broader reach of leading individuals is likely to make many more talents much more available than before.  


PROGRAM MOBILITY 
For many decades and in many countries, higher education has gone the distance via correspondence teaching. Such traditional program mobility by mail has been substantially enhanced by new capabilities which have made the future opportunities in distance learning particularly large. Technology has made it possible to transmit learning content at a low cost over vast distances and to do so even at synchronous learning times. Technology applications have also enabled us to re-structure the content itself to become more amenable to such transmission yet retain much of its value. Furthermore, both the educators and particularly the learners have adapted to a learning style which is visual and audio friendly – and highly transmittable. 

The academic sector has supported such program mobility. Universities around the world are recognizing the advantage of online coursework both as a supplement and a replacement of classroom time. Pioneering international consortium programs have brought together students from several different universities worldwide in one virtual classroom to create a global cultural learning environment. They engage in conversation and work together on projects to simulate the international work environment. The City University of Hong Kong and its HKNET, created in 1998 (City University, 2005) together with the Spanish National University of Distance Education (UNED) or the French National Centre for Distance Learning (CNED) may serve as examples (Norway, 2003). The impact of such efforts has been substantial. It has been reported that “international students enrolled in Australian institutions from their home country though distance education represented 9 percent of the total enrollment of international students in Australia in 2001,” and that distance education has been crucial in assisting education institutions to expand their capacity. (Norway 2003) 
Individual academic institutions have reached out as well. Some have done so to simply disseminate knowledge – without necessarily expecting a subsequent student or degree interaction. Take the Massachusetts Institute of Technology (MIT) as an example. Since March of 2005, this university has more than 1,100 courses available on its web-accessible Open Courseware System (OCW)(Potts, 2005). The system is free and requires no registration. It does not lead to a degree or certificate and does not guarantee access to MIT professors, but it provides free, searchable and coherent access to virtually all MIT course materials. Even though most initial users in 2002 may have been MIT students who perhaps missed a class or wanted to check up on a particular issue, by 2005 more than 52 percent of all visitors were self learners and 54 percent of the more than 12,000 average daily visitors came from outside North America. (Carson, 2004). Are there concerns about this wide spread free availability of knowledge? Probably some, but Professor Paul Penfield of MIT tries to put them to rest: “The way to make progress in science is by using the best results of others – ‘standing on the shoulders of giants’ is one way of expressing this idea. That’s why we publish scientific results. OCW will let the same thing happen in education” (Penfield, 2004). Besides, the system works very well as a recruiting tool. 
On the more remunerative side, universities also have formed consortia to reach out successfully. For example, Oxford, Stanford and Yale universities participate in allLearn.org where non-credit courses are offered to students of all ages. There are faculty forums, live chats and student interactions, combining traditional teaching elements with streaming media, message boards and videotapes. 

Simultaneously, many individual faculty members have developed their own interactive distance learning approaches with multiple institutions around the world. What makes this option very attractive, is the fact that it provides increasing independence of faculty members from colleges and universities in the delivery of their message and education. (DiPaolo, 2001). Personally, for example, I have run internet based courses out of Washington which met with students in Geneva, Switzerland, Ingolstadt, Germany, and Vienna, Austria- almost simultaneously. Due to my internet accessibility to students for questions and discussion, I even won a top of the list spot when it came to evaluations of teaching and student satisfaction. 
However, all these efforts by traditional academia pale when we look at private sector developments in the higher education sector. The electronic learning market around the world is about to make its major impact felt. In 2003, Western European corporate e-learning market revenues were estimated at US $ 697 million, projected to reach, with a continued growth of 24 percent per year, revenues of more than US $ 2 billion by 2008. In the Asia/Pacific Region, the revenues are expected to grow during the same period from US $ 172 million to more than US $ 723 million and in the United States the revenues are expected to rise from US $ 4.1 billion to US $ 13.5 billion by 2008  – an annual growth rate of almost 27 percent. Tables 2 and 3 provide a country by country breakdown over the years 2003-2008. 

[Tables 2 and 3 here]
Such electronic learning can easily reach widely dispersed mobile groups. It can take the so far hidden resources of organizations, be they governmental, semi-public or private, and make them accessible to the world. No longer are individuals – be they teachers or learners - required to make provisions for travel and lodging which are costly, time and energy consuming. Of equal importance to the conservation of resources is the expansion of horizons when it comes to linkages, since e-learning permits interactions on a global scale. So, for example, were a professor of international business to discuss foreign direct investment issues in a location bound classroom, students would mainly tend to discuss the perspective of the investor entering a nation. Under e-learning conditions, however, it is quite likely that an international audience would also contribute the perspective of the nation being entered and that of the local firms experiencing the new competition – certainly a broader view. 

There is still substantial resistance to such e-learning on many levels. Its quality is doubted and severe barriers are erected which is not unexpected, particularly in the international arena. Accepting international competition often requires abandonment of traditional approaches. Doing so is difficult. Explains Drucker: “To abandon anything is always bitterly resisted. People in any organization, including bureaucrats and politicians (administrators and professors) are always attached to the obsolete; the obsolescent; the things that should have worked that didn’t; the things than once were productive but no longer are”(1993, p.164 parentheses added). I personally remember the furor that was raised at my home institution when I gave my first “international exam by fax”; or when I administered student evaluations of teaching for an internet course – but the caravan keeps moving on.
Program mobility provides for the substantial alteration of the competitive platform of learning. Just consider the activities of the Apollo Group – corporate umbrella for several e-learning groups, among them the University of Phoenix in the United States.  More than 255,000 adult learners attended the group’s 219 institutions in 2004. Flexible class times at night or weekends, sequential and short courses which can be accessed at any time from any computer with Internet access are at the core of the firms’ offering. Graduate and undergraduate degrees are offered to students in more than 130 countries. As the firm grows, its instructional costs and services and its general and administrative expenses increase, yet both categories declined as a percentage of tuition to 42.5 % and 4.9% respectively in 2004. (Apollo, 2004) A good omen for productivity! 
INSTITUTION MOBILITY 
Institutions of higher education also have an international mobility of their own. In the longer term one can well conceive of a substantial growth in international investment activities by universities. They can be driven externally through traditional investment capital, or internally through their own indigenous investment power. For example, given the system of university endowments and strong alumni support prevalent in some nations, there may well be opportunities for some institutions to become leading investment vehicles. 

Lest one underestimate the power of the ivory tower, there is some impressive financial potential present to expand around the globe. In the United States and Great Britain, for example, some universities can boast of rather significant endowments in the billions of dollars and pounds. However, two constraints need to be kept in mind. For one, the mega endowments are the exception, rather than the rule. Even though the approximate endowment of Oxford and Cambridge Universities in Britain amounted to 2 billion British pounds each, the total endowments of the top 500 academic institutions in Britain amounted to approximately 5.7 billion pounds (University Endowments, 2003). While endowment levels are substantially higher in the United States, again the $ 23 billion endowment of Harvard University is quite unique and most other U.S. institutions have far lower endowment levels (National Association of College, 2004). Second, it must be considered that in many instances, endowment funds are not fungible but rather committed and therefore not readily available for foreign investment. 

Nonetheless, there are several reasons why institution mobility is important and should increase. First, the institutional presence offers contextual learning to the student. The direct and individual experience can make a crucial difference in understanding. Take as an example the flying of a modern plane. Virtually all the activities necessary are regulated by computer. Even the human responses are all precisely mapped out in guide books. If any particular warning light comes on, the pilot looks it up in the manual and takes the proper response. Yet, does that make button pushing skills sufficient to be a good pilot? Of course not!  The close connection between technology, experience and sensitivity to events is what sets the excellent pilot apart – yet those traits are mostly acquired by personal interaction. 
Institutional mobility also helps build the fiber of connectivity which accounts for the socialization part of education. The friendships formed among cohorts, the understanding gained in terms of human interactions, and the links refreshed when returning for a “homecoming” are all dimensions which can both change and strengthen culture, and which only institutions can convey. 

The building of an institution is often crucial in attracting new funds for the higher education mission. Investors, both local and foreign, may not be willing to put their money at risk for anything other than the expansion of an established proven concept in higher education. Here are several examples: The Cambridge-MIT Institute (CMI) is a joint venture between Cambridge University of the United Kingdom and the Massachusetts Institute of Technology (MIT) of the United States. Funded in 2000 by the British Department of Trade and Industry (DTI) with a grant of 65.1 million pounds and private funds, CMI is jointly owned by the two universities and designed to enhance the knowledge exchange between universities and industry (CMI, 2005). Georgetown University is planning to develop a branch campus of its School of Foreign Service in Qatar. With local government funding, this campus would be part of a site called Education City, where a series of universities, each concentrating on its specialties, would form an education magnet in the Middle East. The business school of Northwestern University in Chicago in turn teaches about half of its students through local partners in locations such as Israel and Hong Kong. The school itself controls the curriculum, inspects standards and issues the degrees. But the actual teaching is outsourced – a logical step under conditions where a university can examine far more student than it can actually teach. (Higher Education, 2005)
Such ventures are the university industry of the future: Specialization in areas of competence to use resources most effectively, and reaching out to the world to make the most efficient use of the resources employed.  The application of GATS rules to such ventures offer an environment covered and protected by international rules and reduce the risk for investors. Therefore, rate of return expectations can be lowered, which makes it far easier to build international education capacity. 
Without the global regulatory framework of GATS there will be many opportunities from opponents to slow down or even prevent the investment flow into the knowledge pods of higher education. Without regulatory protection, it is easy to deny building permits, endlessly review applications for structures, implement creative licensing changes, or even just not give any public sector jobs to graduates of private universities. Yet with the umbrella of the GATS, a private education focus raises an ordinary joint venture to an international trade and investment concern. What a great reduction of risk and encouragement of investment! However, just as the application of GATS rules should permit the profitability of an entrepreneurial venture in higher education, both private and public universities should also be allowed to fail. 
SOME CONSIDERATIONS FOR POLICY PLANNERS

For these GATS negotiations country representatives must ask themselves an old negotiator’s question: Do we need to be followers or leaders on this issue? 
Typically, trade agreements tend to be designed to cover trade that already takes place. Trade is rarely initiated by trade agreements. (Internationalization and Trade, 2004)  Doing so is the safe way because it allows everyone to take measures on issues that are well known and familiar. Insofar, it is important to realize that flows in education services across borders will take place regardless of whether or when agreements are put in place. At the same time, what is perhaps different and special in this instance of higher education, is the fact that we may have waited too long already. Waiting to discuss issues, holding back on international competition in higher education may have deprived us of progress, of the benefits of such competition and may account for the slowness of change in the sector. Yet, progress is too important to be neglected or deferred to another round. In the age of a knowledge society we cannot in good conscience withhold the benefits of higher education from large segments of the global population. 

This trade negotiation in which the delegates are engaged has the potential to bring with it the path-breaking opportunity of information dissemination and knowledge building in an entirely new dimension. With today’s technology, one can combine the capabilities of education with the benefits of trade and investment to transcend national boundaries and narrow sector silos. Efforts by firms and institutions have shown already the willingness and capability to reach out to the world and put the stars within our grasp.
It is now important to ensure that there will be collaboration in several ways. For one, collaboration will be needed within countries within the higher education sector. Institutions must begin to think beyond their splendid isolationism, individual fiefdoms must gradually give ways to confederations. It must become possible to know about each other and collaborate within in order to structure activities without. Such a shift requires a major change in the culture of most institutions of higher learning. 

Next, there needs to be dialogue between educators, technologists, commercial individuals and trade negotiators. That interaction and collaboration sine ira et studio, leads all parties to understand that each of them is an important contributor of different components. Just like in a car race, the engine will not go far without fuel, tires and the driver are essential, and the race would not take place without the sponsorship by individuals and institutions. Perhaps more chairs are needed around the table to accommodate the broader thoughts and concerns pertaining to the education sector, but the losses to global higher learning, if one were not to do so now, would be era retarding - akin to the burning of the great library of Alexandria. 
Today, education is the crucial nexus of progress. Within the European Union, the ability to achieve cross national education progress is essential if there is to be rapid progress by the new accession countries. Higher education must not constrain the new mobility! We need to spread as much of the best higher education as quickly as possible, if we are to be able to harness our investments into innovation and convert them into direct employment outcomes. Waiting for gradual institutional transformation at a snail’s pace would delay crucially needed progress to many. However, opening up the industry to the benefits of investment mobility can speedily bring best practices to many.

Developed nations are perhaps slow to react to growing opportunities and the changes in higher education. Too many entrenched forces have to be accommodated to achieve liberalization. Emerging nations, together with marginalized communities who have been excluded routinely from the benefits of higher education can achieve the greatest and most rapid gains from the global liberalization of the sector. Just think of detained juveniles in Malaysia who can now enroll in distance learning by universities, sit for tests by mail and be paroled early; or Native Americans who can take classes on their reservations; or any conditions in developing countries where culture or costs have been constraints to the availability of higher learning (Malaysian News Agency, 2005; Ambler, 2005). 
To sum up the reasons why higher education should be liberalized in the GATS: 
First, knowledge is crucial to advancement anywhere around the world. 
Second, in spite of much support and good will, higher education remains a high privilege or entirely elusive for large portions of the global population.

Third, unlike in earlier times, the key constraint to progress is not the availability of knowledge but its distribution, absorption and application. In its role as a global channel of distribution higher education has become a bottleneck.
Fourth, to ease the problem, major funding and productivity enhancements are required.
Fifth, international competition offers the key opportunity to boost productivity and attract resources.

Sixth, institution and program mobility will be particularly instrumental in global capacity building.

Seventh, the application of GATS rules will play a crucial facilitating role in causing the above six steps to happen more quickly and widely around the world.
The guiding light for trans-border activities for higher education must spotlight those directions which help to encourage 10,000 gifted entrepreneurs to take 10,000 gifted learning organizations and ensure that their transformational activities reach far beyond any national border. If that is achieved, then light will have been brought to many! 
TABLE 1

THE FOUR TYPES OF INTERNATIONAL HIGHER EDUCATION

GATS TYPE



EXAMPLE






MOBILITY
1. Consumption abroad
students shift countries



   student mobility

2. Delivery abroad

faculty, researchers shift countries

   academic mobility

3. Cross border supply
distance learning, online, franchising
   program mobility

4. Commercial presence
branch campus, joint venture, investment  institution mobility

Adapted from: Internationalization and Trade in Higher Education: Opportunities an Challenges, Paris, OECD 2004, p. 35
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Asia/Pacific ( Excluding Japan) eLearning Revenue by Country, 2003-2008 (US$M)

2003

2004

2005

2006

2007

2008

2003-2008 

CAGR* (%)

Australia

42

51

66

86

112

146

28.20%

Hong Kong

11

13

15

17

20

24

15.70%

India

16

20

26

33

43

56

27.80%

Indonesia

0

1

1

1

1

2

35.00%

Korea

40

54

75

102

139

209

39.10%

Malaysia

5

6

7

9

11

15

25.90%

New Zealand

6

7

7

8

9

10

11.00%

Philippines

1

1

2

2

4

6

44.90%

PRC

22

38

62

91

125

170

50.30%

Singapore

21

25

32

41

51

65

25.60%

Taiwan

7

8

10

12

15

18

20.00%

Thailand

0

1

1

1

2

3

47.00%

Total

173

226

303

403

534

724

33.20%

* Compound Annual Growth

Source: IDC (subsidiary of the International Data Group), 

Asia/Pacific (excluding Japan) 

eLearning 2004-2008 Forecast and 2003 Vendor Shares: A Market Overview

, Framingham, MA, 

December 2004
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2003

2004

2005

2006

2007

2008

2003-2008 

CAGR* (%)

Austria

10

11

15

20

25

31

25.70%

Belgium

20

24

30

38

48

60

24.60%

Denmark

18

20

24

29

36

43

19.20%

Finland

12

14

18

23

29

35

24.50%

France

111

123

151

192

238

291

21.30%

Germany

141

156

200

260

330

401

23.20%

Greece

2

2

4

6

7

9

42.60%

Ireland

11

13

16

20

25

30

21.50%

Italy

70

82

103

131

167

212

24.90%

Netherlands

40

45

53

65

84

105

21.30%

Norway

16

20

24

29

35

40

20.10%

Portugal

8

10

13

17

23

29

30.50%

Spain

35

43

59

78

102

121

28.20%

Sweden

44

54

68

85

103

119

22.00%

Switzerland

16

20

26

33

43

57

28.60%

United Kingdom

144

178

227

288

364

427

24.30%

Western Europe Total

697

815

1,031

1,314

1,659

2,010

23.60%

USA

4,124

5,047

6,305

8,060

10,647

13,481

26.70%

*Compound Annual Growth

Western European and US Corporate eLearning Market by Country, 2003-2008 (US$M)

Source: IDC (subsidiary of the International Data Group), 

Western European eLearning Market 2003-2008 

Forecast and Analysis

, Framingham, MA, June 2004 and 

Worldwide and U.S. Corporate eLearning 2004-

2008 Forecast: Behind the Scenes with eLearning, a Business Enabler

, Framingham, MA, November 2004



REFERENCES
A Statement on Behalf of Higher Education Institutions Worldwide, 2005, www.unesco.org/iau/p_statements/index.html, accessed March 23, 2005.

Ambler, Marjane. “Distance Education Comes Home,” Tribal College Journal of American Indian Higher Education, 2004 Summer, Vol. 15, No. 4; Pg. 8-9, accessed February 23, 2005.
Apollo Group, Inc., 2004 Annual Report, Phoenix, AZ.
Bologna Declaration, Joint declaration of the European Ministers of Education, June 19, 1999
Bureau of Labor Statistics, www.bls.gov/news.release/pdf.prod2.pdf, accessed March 4, 2005
Cabrera, Angel. President, Thunderbird University, Personal Interview, March 21, 2005.

Carson, Stephen E., MIT OpenCourseWare Program Evaluation Findings Report, Cambridge, MA, March 2004, 

City University of Hong Kong, http://www.blackboard.com/docs/casestudy/en/CITYUhongkong__casestudy.1201.pdf  accessed March 2, 2005

CMI, Cambridge-MIT Institute. http://www.cambridge-mit.org/, accessed March 16, 2005.

CollegeBoard,www.collegeboard.com/prod_downloads/press/cost04/041264TrendsPricing2004_Final.pff.page9 

Czinkota, Michael R. and Ilkka A. Ronkainen,  “A Forecast of Globalization, International Business and Trade: report from a Delphi study,” Journal of World Business, 43, 2, 2005, forthcoming
Dickson Peter R. and Michael R. Czinkota, “How the United States can be Number One Again: Resurrecting the Industrial Policy Debate, Columbia Journal of World Business, Fall, 1996, 76-87

DiPaolo Andy, Online Education: Myth or Reality? Stanford Center for Professional Development, Stanford University, 2001, http://scpd.stanford.edu/SCPD/js/brandingFrame/externalURL.htm accessed February 16, 2005
Drucker, Peter, Post-Capitalist  Society, Harper Business, New York, 1993, p. 8

EFA Global Monitoring Report 2005, UNESCO, Paris, 2004, p.2

Higher Education, The Economist, February 24, 2005, p. 3, accessed March 21, 2005.
Internationalization and Trade in Higher Education: Opportunities and Challenges, Organization for Economic Cooperation and Development, Paris, 2004, p. 261  

Malaysian National News Agency, “Detained Juveniles May be Allowed to Enroll in Distance Learning,” March 16, 2005, accessed March 21, 2005. 

Moll, Jennifer, “Trade in Educating and Training Services,” Export America, September 2002, 25-28

National Association of College and University Business Officers, www.nacubo.org, accessed March 8, 2005

National Center for Education Statistics, www.nced.gov//programs.digest/, accessed March 8, 2005

Nevett, Terence R., “Marco Polo: International Marketing Pioneer,” Journal of Macromarketing, 24, 2, 2004, 178-185.
Norway, OECD Forum on Trade in Education Services, Key Developments and Policy Rationales: e-learning and distance courses, Paris, 2003 

OECD, Education at a Glance, Paris, 2004. 

OECD Policy Brief, Internationalization of Higher Education, Paris, August, 2004

Oosterlinck, A., Vice-Chancellor K.U. Leuven and EUA Board Member, “Trade in Educational Services: A European University Perspective ,” Washington D.C., OECD Forum on Trade in Education Services, May 23, 2002

Open Doors 2004: International Students in the U.S., Institute of International Education, New York, 2004

Penfield, Paul, as cited in MIT OpenCourseWare Program Evaluation Findings Report, op.cit. p. 33

Potts, John Paul. Personal Interview, February 14, 2005. 

University Endowments: A UK/US Comparison, Sutton Trust, May 2003, www.suttontrust.com, accessed March 29, 2005
U.S. Bureau of Economic Analysis, Survey of Current Business, Washington D.C., July 2004

U.S. Direct Investment Abroad, www.bea.gov. accessed March 3, 2005

� Research assistance was provided by Daria Cherepennikova





(saved as “wto paper revised 3.30.doc” in folder “WTO”)


