
No. 41 February 2003

OECD in Washington

Cross-Border Education:
More Than Cultural Exchange

According to the recent edition of Education Policy Analysis, enrolments of foreign students
have been growing at a faster rate than domestic enrolments in the OECD over recent years. While
governments and international bodies have long encouraged student mobility primarily for cultural
and educational reasons, more recently, the motivation in some countries has been more concerned
with increasing revenues from the export of educational services. Foreign students represent an
important source of export revenue in some OECD countries. They incur large expenditure for their
travel expenses, education costs and living expenses. This expenditure amounted to an estimated
minimum of $30 billion in 1998.  In some countries, governments and institutions have taken
explicit initiatives to promote the export of educational services for economic benefit.  Marketing
strategies are adopted to advertise national higher education in international fairs and tuition fees
are set differently for foreign students.

By 1999, there were about 1.5 million foreign students in OECD countries—although at some
4% this is still only a small minority of all tertiary students.  However, there are huge differences
among countries.  Overall, the four largest English speaking countries (the United States, the United
Kingdom, Canada and Australia) continue to take over half of all foreign students (54%) clearly
benefiting from the importance of English as the main language of international business.

OECD, Paris (2002) OECD Education Policy Analysis 2002, ISBN 9264-19930-6, $20.00.

Export Earnings from Foreign Students, 2000

US$ Million % of Total Service Exports

Australia 2,155 11.8

Canada 796 2.1

Mexico 29 0.2

New Zealand 199 4.7

United Kingdom 3,758 3.2

United States 10,280 3.5

Greece 80 0.4

Italy 1,170 2.1

Note: The US$ figures are expressed in terms of current prices.
Source: Education Policy Analysis 2002, OECD, Paris, 2002.

Number of
Foreign Students and

Domestic Students Abroad*
in Tertiary Education, 1999

Domestic
Foreign Students

Students Abroad

Australia 99,014 5,169

Austria 29,819 11,354

Belgium 36,137 9,400

Canada 35,543 27,181

Czech Republic 4,583 3,752

Denmark 12,321 6,283

Finland 4,847 9,471

France 130,952 48,235

Germany 178,195 51,599

Hungary 8,869 6,313

Iceland 207 2,433

Ireland 7,183 19,041

Italy 23,496 39,295

Japan 56,552 56,250

Korea 2,869 62,892

Luxembourg 652 5,411

Mexico 2,293 13,520

Netherlands 13,619 15,251

New Zealand 6,900 1,650

Norway 9,004 11,962
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FDI in China
China has been a magnet of foreign direct investment (FDI) in the world. However, most of the

inward FDI has so far located in China’s relatively prosperous coastal regions, without any significant
catching up by the interior central and western regions. Coastal regions attracted 88% of the
country’s FDI inflows from 1978 to 1999, while the central region attracted 9% and the western
region accounted only a minor fraction of the inflows.  The Chinese authorities are keen to redress
the imbalance in regional distribution of FDI.  Foreign investors, however, maintain that conditions
are quite difficult in the western region.  The central and western regions may therefore not be able
to copy the export-oriented development strategy of costal provinces.  A different development strategy
arguably needs to be defined and a different “type” of FDI to be attracted to the hinterland.

OECD, Paris (2002) OECD International Investment Perspectives 2002, ISBN 9264-19917-9,
$35.00.

Frascati Revisited
The OECD recently released the sixth edition of the Frascati Manual. The Frascati Manual is

not only a standard for collecting Research & Development data in OECD countries but also a
standard worldwide. Today’s R&D statistics are a result of the methodological recommendations and
guidelines presented in the Frascati Manual. Because globalization is a challenge for R&D surveys
the Manual recommends some changes to ensure continued international comparability. This
version of the manual includes new guidelines on how to collect biotechnology and information and
communication technologies related R&D.

OECD, Paris (2002) Frascati Manual, ISBN: 9264-19903-9, $ 42.00.

The PDF e-book can be downloaded free of charge at www.oecd.org/bookshop

World FDI Inflows into China*
50

45

40

35

30

25

20

15

10

5

0

50

45

40

35

30

25

20

15

10

5

0

1979–1983

50

45

40

35

30

25

20

15

10

5

0

1984

1985

1986

1987

1988

1989

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

B
ill

io
n 

U
S
D

Note: Actually utilized.
Source: OECD International Investment Perspectives 2002, OECD, Paris, 2002.

Gross Domestic Expenditure 
on R&D by Sector of 
Performance, 2000*

Note: Or nearest available year.
Source: Main Science and Technology Indicators  
2002/2, OECD, Paris, 2002.
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Germany: On the Right Track
In the wake of the unification boom Germany has been for a number of years an economy

characterized by weak domestic demand and lower growth than in many other OECD countries. Low
employment growth and a high share of structural unemployment highlights the need for compre-
hensive labor market reform.

Slow growth in 2001-02 has been due to weak domestic demand and the global slowdown.
Despite earlier tax cuts, consumer confidence declined steeply and private consumption weakened
as labor market prospects deteriorated and disposable incomes were depressed by a number of
temporary inflationary shocks. At the same time, fixed investment in machinery and equipment
collapsed—reflecting a deteriorating international environment, falling capacity utilization and
stagnating profits – and the downsizing in construction continued.

Output has barely grown in 2002 but growth should pick up in 2003, driven by strengthening
exports. Although growth for 2002 as a whole is likely to be even weaker than in 2001, some recovery
is occurring and growth may pick up to 11⁄2 per cent in 2003 and 21⁄2 per cent in 2004, so long as the
global situation improves and real incomes grow again on the back of low inflation.

OECD, Paris (2002) OECD Economic Surveys: Germany 2002, ISBN: 9264-19969-1, $34.00.

Japan: On the Road to Recovery?
Despite continuing deflation and weakness in the financial sector, the Japanese economy

has recovered at a moderate pace since early 2002, lead by a sharp increase in exports.  However, the
pace of recovery has been slowing since the middle of the year as the momentum of inventory
rebuilding, and the benefit of the weak yen fade and are not replaced by final domestic demand.
Increased uncertainty about the world economy, lower stock prices and a stronger yen may serve to
dampen business sentiment, constraining the recovery in private investment.

Overall, the economy is likely to grow at only a relatively slow pace in the next few years, with
deflation persisting for a while yet. Looking further ahead, much will depend on progress in
implementing structural reforms to increase productivity and to stimulate domestic demand.

OECD, Paris (2002) OECD Economic Surveys: Japan 2002, ISBN: 9264-19965-9, $34.00.

Economic Forecasts

2003 2004

Real GDP1

United States 2.6 3.6

Germany 1.5 2.5

Japan 0.8 0.9

European Union 1.9 2.7

Total OECD 2.2 3.0

Inflation2

United States 1.3 1.3

Germany 1.2 1.1

Japan -1.6 -1.4

European Union 2.0 1.9

Total OECD 1.8 1.6

Unemployment3

United States 6.0 5.7

Germany 8.1 7.7

Japan 5.6 5.6

European Union 7.8 7.5

Total OECD 6.9 6.7

Current Account Balance4

United States -5.1 -5.3

Germany 2.3 2.8

Japan 3.8 4.2

European Union 0.5 0.5

Total OECD -1.2 -1.2

Notes: 1. Percentage change from previous period.
2. GDP deflator, percentage change from previous
period. 3. Percent of labor force. 4. Percent of GDP.
Source: OECD Economic Outlook No. 72, December
2002, OECD, Paris, 2002.

Real GDP
(% change at annual rates)

Source: OECD Economic Surveys: Germany 2002, OECD, Paris, 2002.
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Household Saving Rates
(% of disposable household income)

Source: OECD Economic Outlook No. 72, December 2002, OECD, Paris, 2002.
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