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General Agreement on Trade in Services and
Higher Education in China

Xiaobin Li (Brock University)
Linbin Zhao (Minjiang University, Fuzhou, Fujian, PRC)

Abstract

The Chinese higher education system is the largest in the world. Having an understanding of the
Chinese system helps to provide a better understanding of international education. This article
discusses the commitments China has made under the General Agreement on Trade in Services
(GATS), these commitments’ implications for Chinese higher education, and Chinese attitudes
towards foreign education. It also discusses the recent development of international cooperation in
Chinese higher education. Chinese are interested in learning from developed countries, the demand
for higher education continues to grow in China, and most Chinese scholars believe
internationalization is beneficial. Indications are Chinese higher educators will expand their
cooperation with international colleagues to meet changing social needs. In internationalizing
Chinese higher education, GATS may play a facilitating role.

Résumé

L’éducation supérieure chinoise est la plus grande du monde. Comprendre le systéme chinois aide a
comprendre le systéme international. Cet article discute les accords que la Chine a pris en signant
I’Accord Général sur le Commerce des Services (AGCS), les implications pour 1’éducation
supérieure chinoise et les attitudes chinoises envers 1’éducation étrangére. Il expose également les
derniers développements de coopération internationale dans 1’éducation supérieure chinoise. Les
chinois sont intéressés a apprendre des pays développés. La demande d’éducation supérieure
continue a croitre en Chine et la plupart des intellectuels chinois pensent que I’internationalisation
est positive. Les professeurs d’éducation supérieure chinoise vont donc chercher a accroitre la
coopération avec leurs collégues internationaux afin de répondre aux besoins sociaux actuels.
L’AGCS jouera certainement un role majeur dans I’internationalisation de 1’éducation supérieure de
ce pays.

INTRODUCTION
On December 11, 2001, China joined the World Trade Organization (WTO). That
was a significant development for the Chinese economy, as well its higher
education, because it marked the establishment of formal trade links between
China and the rest of the world. One consequence is the increased awareness of
internationalization among Chinese higher educators. This article discusses the
commitments China has made under the General Agreement on Trade in Services
(GATS) and their implications for Chinese higher education. The article also
describes Chinese attitudes toward foreign education. It discusses the recent
development of Chinese higher education in international cooperation. It
concludes with a discussion of the role GATS may play and the potential impact
the internationalization of Chinese higher education may have.

By joining the WTO, China demonstrated its increasing participation in
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the world economy and its willingness to follow the relevant rules. China has
become more involved in an opening yet still regulated international market. In
order for China to take its place in the world economy, Chinese entrepreneurs and
workers have to compete with international colleagues under the principle of
nondiscrimination with regard to domestic and foreign goods and services.

For many decades international trade mainly involved goods; trade in
services was secondary. Over the past thirty years, however, trade in services has
grown faster than trade in goods. To promote the former, 149 countries
negotiated and signed the General Agreement on Trade in Services (GATS). It
came into force in January 1995 and has since become an important WTO
agreement (WTO, 2006).

According to the Manual on Statistics of International Trade in Services,
there are 12 major service sectors: business, communications, construction and
engineering, distribution, education, environmental services, financial services,
health and social services, tourism and travel, recreational, cultural, and sporting
services, transportation, and other services not included elsewhere (WTO, 2002).
In this classification scheme, educational services are further divided into five
subsectors: primary, secondary, higher, adult and other education (WTO, 1991).

Article II of GATS promotes most-favoured-nation treatment; Article
XVI urges the opening up of markets; Article XVII requires members to extend
national treatment to service suppliers of all other members (WTO, 1994).
However, Clause 1 of Article XIII stipulates that Articles II, XVI, and XVII shall
not apply to laws and regulations governing the procurement by governmental
agencies of services purchased for governmental purposes, i.e. services not
intended for commercial resale (Varoglu, 2002).

In many countries primary and secondary education is mainly services
purchased for governmental purposes without the intention of commercial resale.
By contrast, higher education and adult education tend to rely more on private
sources of financing and are more likely to be engaged in commercial activities.
It follows that higher and adult education systems are more likely to be
considered services with a view to commercial resale. Thus, it is mainly in higher
and adult education that governments must decide whether to open their market
and to what extent.

Under GATS, education is being liberalized and transformed into a
multi-billion dollar industry, powered by market-liberalization proponents in the
developed economies, in particular the US, the EU, Japan, New Zealand and
Australia (Robertson, 2003). At the WTO talks held in Hong Kong in December
2005, the United States identified the liberalization of higher and adult education
services as one of its top four priorities (Czernis, 2005). The United States
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wanted China to remove the restriction on foreign education services provided
through satellites and the requirement that foreign education providers must
cooperate with Chinese (Lu & Zha, 2004). A new multilateral group, Friends of
Private Education Exports, has formed in New Zealand; its goal is to gain more
commitments from more countries regarding education services (Canadian
Association of University Teachers, 2006). In the last round of WTO negotiations
in Geneva in July 2008, Australia and New Zealand pushed other members to
open up their education sector to private offshore competition (Education
International, 2008). “It appears that almost all elements of higher education
systems are potentially impacted by GATS” (VIk, 2006, p. 108).

There are four possible modes for providing education services (WTO,
2002). With mode one, cross-border services, the consumers of education
services remain in their own country with the suppliers located in another
country. Network education and correspondence education are examples of cross-
border services. Currently, some Chinese students are receiving education
provided by foreign institutions through the Internet.

With mode two, consumption abroad, students leave their home country
to be educated in another country. Between 1978 and 2008 about 1.4 million
Chinese went abroad to receive further education. In 2008 alone approximately
179,800 Chinese went overseas for education (Ministry of Education, March 25,
2009).

With mode three, commercial presence, institutions establish a
commercial presence abroad to provide services to consumers in their home
country. Foreign-owned and cooperative schools are examples of this mode.
There are cooperative universities designed and operated jointly by a hosting
Chinese institute and a foreign institute.

With mode four, presence of natural persons, individual service
providers move to the consumers’ country (WTO, 2002). Today, more foreign
scholars are teaching in China, and an increasing number of Chinese scholars are
teaching in other countries.

IMPLICATIONS OF THE GENERAL AGREEMENT ON TRADE IN
SERVICES

When the Chinese government signed the GATS, it stated its position regarding
education services: (1) China would not open its market in primary and junior
secondary education, in military and police training, and in political education. (2)
Restrictions would not be placed on Chinese traveling overseas for education or on
foreign nationals entering China for education. (3) With certain conditions, China
would gradually open its higher education, adult education, and other education.
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Foreign educational institutions would be allowed to cooperate with Chinese
institutions. These foreign institutions would be expected to abide by the Regulation
on Sino-Foreign Collaborative Education of the People's Republic of China. (4)
When employed or invited by Chinese institutions, foreign educators would be
permitted to work in China (WTO, February 14, 2002). Actually, China is the only
country among Economic and Social Commission of Asia and Pacific members that
has extended its commitments to liberalize access in all five subsectors of education
services (Raychaudhuri & De, 2007).

GATS is part of the WTO, which means its regulations are binding on
national governments. The general aim of GATS is to expand international trade
in services in ways that promote economic growth for all member states,
including developing countries (WTO, 1994). To expand trade in services under
conditions of progressive liberalization, Articles II, XVI and XVII promote most-
favoured-nation treatment, an open market, and national treatment. This means
member governments are expected to loosen their control over education and to
reduce and even eliminate restrictive education acts and regulations. Under
GATS, any educational activities that charge tuition can be considered trade in
services. The goal is for these services to be opened gradually to service
providers from other member countries.

GATS signatories are encouraged to help their education institutions
become more international. This includes allowing international institutions to
provide degree and certificate programs in signatory countries. Signatories are
also encouraged to acknowledge one another’s degrees and certificates, to reduce
immigration restrictions to increase the international mobility of educated people,
to eliminate monopolies over education, and to reduce subsidies to domestic
institutions.

These common rules represent a serious challenge to the Chinese higher
education system, which has been under almost complete government control
since 1949, when the Communists came to power after winning a four-year civil
war. But these same rules can also be viewed as an opportunity that, if recognized
and seized, will facilitate the transformation of the Chinese higher education
system and help to establish an environment in which the system can develop in
ways that better address social needs.

The WTO 1is an international body that coordinates economic
relationships, promotes international exchanges of personnel, and encourages
cooperation among members. Most WTO members signed GATS in order to
promote international trade in services.

Education systems are complex by nature, and GATS recognizes that
developing countries need to be able to regulate their own systems in order to
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meet national policy objectives (WTO, 1994). Furthermore, many WTO
members have not specifically committed themselves to opening their education
services. After health, educational services are the sector in which the members
have established the fewest commitments on liberalization (Verger, 2008). As of
August 2006, only 39 WTO members made a commitment to liberalize access to
their higher education services (Raychaudhuri & De, 2007). Those that have done
so have attached various conditions to their commitments.

Since China made specific commitments to open its education services
under GATS (WTO, February 14, 2002), more foreign instructors are working in
Chinese higher education. Naikai University in Tianjin started recruiting chair
professors globally in 2004 and deans of colleges in 2006 (Guan, 2006). On May
10, 2007, Austrian physicist Romano A. Rupp was appointed the Dean of the
Taida Institute of Applied Physics of Nankai University. Dr. Rupp was a
professor at the University of Vienna before accepting the appointment at Nankai
(Nankai University, 2007). As the number of international scholars working in
Chinese institutions increases, more international students are attending Chinese
universities. According to the Ministry of Education (December 4, 2009), almost
230,000 international students studied in Chinese universities in 2009. The three
main sources of international students were South Korea, the United States and
Japan (Ministry of Education, March 25, 2009). In recent years, the increase of
international students going to China surpassed the increase of Chinese students
going overseas (Zhang, 2008). Most international students are self-financed, with
about six percent of them on Chinese government scholarships (Ministry of
Education, March 25, 2009).

Improvement of the Chinese higher education structure should be
considered not only from the perspective of domestic modernization but also
from the perspective of international competition. International competition will
certainly increase the demand for educated people. China needs well-educated
citizens, who will contribute to society and can compete with international
colleagues.

By signing GATS, China put itself on course to narrow the gap between
its higher education system and those of developed countries. To Chinese
educators, the benefits of signing GATS are as follows: (1) The Chinese higher
education system will have to reform itself in terms of GATS’s transparency
principle. It will also have to adjust its administration to follow the relevant rules.
GATS will force the Chinese higher education system to change some of its
policies. (2) GATS will lead to more international exchanges, which will have an
impact on Chinese educators’ practices. It will introduce new pedagogical
models, which may change the Chinese higher education system locally,

Education canadienne et internationale Vol. 39 n° 3 - décembre 2010 33



nationally, and internationally. (3) More private and international investors will
participate in Chinese higher education. No longer will the state be the only
investor. This will alleviate to a certain extent the problem of inadequate funding.
(4) As international exchange and cooperation increase and more international
education resources become available to Chinese educators, they will update
their knowledge more quickly.

At the same time, China is facing serious challenges now that it has made
commitments under GATS. The first of these relates to the implications of GATS
for the administration of Chinese higher education. GATS promotes the gradual
liberalization of educational services. As foreign institutions enter China,
conflicts will arise relating to values, concepts, and goals. At the present time, the
national government makes the main decisions about policy; however, provincial
governments actually administer many of the institutions, which have some
autonomy to address local needs. All of these are likely to be affected by GATS.
When it comes to market forces, Chinese institutions are about to find themselves
at a disadvantage; they all have a great deal to learn.

Second, as China undergoes liberalization in services under GATS, its
higher education institutions will find themselves competing with foreign
organizations. Since 1999 the number of Chinese higher education students has
almost tripled, there are more universities, and they become larger, but there are
still not enough higher education institutions, especially quality ones. More
institutions in developed countries have noticed this increasing Chinese demand
for higher education. In recent years, more and larger international education
fairs have been held in China. In 2008 universities from Britain, Australia,
Canada, France, Germany, Japan, South Korea, New Zealand, Russia, the United
States and other countries sent recruiters to educational exhibitions in China or
hired local representatives (China Center for International Educational Exchange,
2009). British and Australian institutions have been particularly aggressive in
recruiting Chinese students. To attract international students, some countries have
eased their visa requirements and are even allowing international students to
work in their countries. In addition, some institutions in developed countries
recruit Chinese researchers by offering higher pay and better working conditions.
As a consequence, Chinese institutions may lose some of their good instructors
and researchers. Top Chinese graduates may want to move to developed
countries.

Third, the Internet, economic globalization, and increasing international
migration are generating cooperation, as well as conflicts, between societies. It is
easier than ever for university students to access a huge variety of cultures and
ideas, and this will have an impact on their values and world views (Dai, 2002).
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A recent news report told of a successful Chinese student, Wu Yinyin, at Beijing
Normal University. Wu was a senior at the university yet she was already the
Asia deputy chief executive of an American company, TopCoder. She had three
role models: Madame Curie, Mother Teresa, and Hillary Clinton. None of them is
Chinese (Gao, 2007).

ATTITUDES TOWARD FOREIGN EDUCATION

In 2002 more than 700 residents in three big cities, Beijing, Shanghai, and
Guangzhou, were surveyed regarding their attitudes toward foreign education
after China joined WTO (National Bureau of Statistics of China, 2002). With
respect to preschool education, almost half the respondents (46.5 percent)
thought that private educational institutions would be good enough to start
children’s early education. Some (37.5 percent) thought that public institutions
would be better if it was possible to establish such a system. A small percentage
of the respondents (16 percent) thought that foreign education would help
children ready themselves earlier for elementary school entry. Regarding the
years of compulsory education (grade one to grade nine), few respondents
favored private education; 96.5 percent had positive views of public education,
and only 3.5 percent thought this part of education should be completed in a
developed country. When it came to senior secondary school (grades ten to
twelve), 76.5 percent continued to prefer public education, but 18.5 percent
preferred foreign education, and 5 percent chose private education. The
respondents selected the domestic public sector in primary and secondary
education because of its low costs and the Chinese higher education entry
examination system.

Yet when it came to higher education, domestic institutions were not rated
highly. The survey found that 89.5 percent of the respondents were interested in
receiving foreign education, 9.5 percent selected domestic publicly funded
institutions, and only 1 percent chose domestic private institutions. Many
respondents lacked confidence in domestic higher education. They were not
satisfied with these institutions’ goals, pedagogical models, learning environment
and employment opportunities. When asked about various training programs,
70.5 percent selected foreign education, 26.5 percent chose private education,
and only 3 percent preferred public education. The following table summarizes
the respondents’ preferences.
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Public Foreign Private
Pre-School 45.6 37.5 16
Compulsory 0 96.5 3.5
Senior secondary 5 76.5 18.5
Higher education 1 9.5 89.5
Training programs 26.5 3 70.5

Table 3.1 Attitudes Toward Foreign Education Survey Results

When asked what the advantages of receiving foreign education were,
the respondents offered these opinions: 26.8 percent thought that foreign
education would help students learn new ideas and new concepts; 25.7 percent
hoped that receiving foreign education would help them develop internationally
marketable skills; 25.7 percent believed that foreign education would help them
have a better future; 13.4 percent thought that foreign education would make
them more efficient; and 8.4 percent expected that foreign education would make
them more versatile. Regarding location, 59.9 percent preferred a developed
country, 7.6 percent would accept international education providers working in
China, and 32.5 percent thought that either would do (National Bureau of
Statistics of China, 2002).

Chinese are interested in learning from developed countries, and higher
education in China is not as accessible as in developed countries. For these two
reasons, among others, some Chinese go overseas for higher education.
International education exchanges are enabling Chinese to absorb foreign science
and technology as well as recent developments in administration. Learning from
developed countries helps China develop its economy and it also helps Chinese
educators reform and develop the education system (Chen, 2002).

In improving the higher education system, Chinese educators need to
consider issues from a global perspective. They need to be aware of the GATS
articles that promote the liberalization of trade in services and make the Chinese
higher education system more open. They need to explore opportunities of
cooperation with international colleagues (Ge, 2005).

RECENT DEVELOPMENTS

One indicator of higher education development is the participation rate. When the
participation rate in higher education is between 15 and 50 percent, it is
considered mass education (Trow, 1973). In 2008 there were more than 29
million Chinese students in various higher education programs, and the Chinese
higher education participation rate was 23 percent (Ministry of Education, July
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17, 2009). The largest in the world, the Chinese higher education system can be
considered mass education. Chinese higher education is more accessible than
ever before, but there are problems.

There are significant gaps in the development of higher education across
regions and social groups, as well as between urban centers and rural areas.
These gaps negatively affect some families, especially families in poorer regions,
when they try to access higher education. The participation rate does not provide
an accurate picture of Chinese higher education. Higher education is still not
available in some rural and remote areas. With tuition rising rapidly, higher
education is difficult for poor families to access. In addition, the increasing
availability of higher education is making people pay more attention to quality,
and there are concerns.

On May 10, 2006, the State Council decided that growth in higher
education needed to be curtailed so that financial resources could focus more on
improving the learning environment. This slowdown would benefit institutions as
they adjusted their development. It would also address problems, especially the
problem of employment for graduates. The overall goal was to make the growth
in higher education sustainable. The size of the higher education system would be
stabilized. More attention would be paid to training secondary school students in
skills that would make them more employable. Continuing education programs
and vocational training programs in secondary schools would be expanded. Some
areas of higher education would be more carefully regulated. One problem that
needed to be addressed was significant tuition hikes; another was institutions’
capacities (China Education Daily, 2006). The government would enhance the
quality of higher education (Jiang, 2010) and provide more scholarships and
other financial assistance (Wen, 2008).

The international trend in higher education is from elite education to
mass, and then to universal education. Problems often accompany this process. In
China these problems relate to scale, quality, and funding, as well as employment
opportunities for graduates. As Chinese higher education developed from elite to
mass education, the problems related to the formerly planned economy and
inadequate funding have made the uneven distribution of resources very obvious.

On March 1, 2003, the State Council promulgated the Regulation on Sino-
Foreign Collaborative Education of the People's Republic of China. 1t states that
the national government encourages quality foreign education institutions to
cooperate with Chinese counterparts. The government particularly encourages
Chinese universities to cooperate with foreign institutions in the fields of
administration, finance, law, and technology.
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At present, there are 358 Chinese and foreign cooperative higher education
institutes and programs providing instruction to Chinese students (Ministry of
Education, October 23, 2009). These institutes and programs have introduced
foreign teaching resources into Chinese education. They have made changes in
their administrative practices, pedagogy, and curricula. The gradual opening up
of Chinese higher education allows Chinese educators to benefit from developed
countries’ educational resources. It also helps to promote Chinese education in
other countries. Currently there are over 400 Confucius institutes and classrooms
in 109 countries around the world where people learn Chinese (Sun & Chen,
2010).

On February 7, 2006, the Ministry of Education announced a decree with
respect to the cooperation of Chinese and foreign education institutions. This
decree directs provincial education ministries to follow several principles when
collaborating with foreign institutions. Among other things, anyone cooperating
with foreign institutions must place the public interest first. In addition, Chinese
educators and administrators must follow the relevant laws and regulations, play
a leading role, protect the interests of all parties involved, and maintain national
security and social stability.

In September 2004, the first students entered the campus of the University
of Nottingham Ningbo, which has an independent legal person status as well as
its own campus. The University of Nottingham Ningbo is the first university built
and run cooperatively by Chinese and a foreign university. The Chancellor of
Nottingham University in England, Yang Fujia, is the Chancellor of Nottingham
Ningbo. The University of Nottingham Ningbo follows the curriculum and
evaluation procedures of Nottingham University in England, which selects
instructors for Nottingham Ningbo. Instruction is provided in English. The
license to operate Nottingham Ningbo is valid until 2055 (Ministry of Education,
September 5, 2007). On graduation, students will be conferred a Chinese
undergraduate graduation certificate and a bachelor’s degree from Nottingham
University. The student numbers at Nottingham Ningbo grew from 250 in 2004
to 4,343 in 2009 (Woods, 2009). In September 2006, the first students entered the
campus of Xi’an Jiaotong-Liverpool University in Suzhou, which is a joint
venture of Xi’an Jiaotong University and the University of Liverpool. The license
for Xi’an Jiaotong-Liverpool University is valid to 2056 (Ministry of Education,
September 5, 2007; Xi’an Jiaotong University, 2008).

China has gone through a tremendous change since it started opening up in
1978. The economy has been fundamentally transformed, and as a result the
Chinese labor market is undergoing important changes. To meet the requirements
of the changing labor market, today Chinese higher educators consider the
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balance of supply and demand and pay more attention to societal transformation.
In addition, when compared with the past, the national government has given
considerable autonomy to universities (Yang, Vidovich, & Currie, 2007).

On July 12, 2006, the Third International Chinese and Foreign University
Presidents’ Forum was held in Shanghai. University presidents from the United
States, Britain, Canada, Australia, Japan, and other countries attended the forum
to discuss how universities can better serve economic and social development.
The Chinese Minister of Education, Zhou Ji, met with some of the foreign
university presidents in attendance, confirmed that international cooperation was
having a positive impact on Chinese education, and encouraged his guests to
strengthen their cooperation with Chinese colleagues (Ministry of Education,
July 12, 2006). On April 6, 2007, the Ministry of Education proclaimed a decree
to provide more detailed rules for cooperation between Chinese and foreign
higher education institutions.

On June 16, 2007, the Beijing 21st Century Experimental School
announced that it would open an American Advanced Placement Program in the
fall. Within several days over 200 people consulted the school, and more than 60
secondary school students applied (Fang & Li, 2007). Most applicants interested
in the program intended to go to study in an American university.

CONCLUSIONS

Signing GATS has implications for Chinese higher education. It has brought real
opportunities as well as serious challenges. The impact GATS will have on a
country’s higher education system depends on: 1) the country’s economic and
political position, 2) the structure of the education sector and level of existing
services, and 3) the mode of service delivery (Vlk, 2006). Across the world the
demand for international education is forecast to increase (Raychaudhuri & De,
2007). There is an enormous appetite for higher education in densely populated
countries that want to build human capital to fully participate in the knowledge
society (Knight, 2006). In 2008 approximately 10 million Chinese took the entry
examinations for higher education; only about 6 million were admitted (Ministry
of Education, July 17, 2009). There is clearly a growing demand for higher
education in China.

Although there are questions and different opinions (Healey, 2007),
internationalization is a positive and inevitable element of global higher
education (Altbach, 2008). In developing higher education, Chinese have learned
from the United States, Britain, Australia, Japan, Germany, and the Soviet Union.
For Chinese educators, learning from the developed countries is an important
task (Liao, Tan, & Zhu, 2008). We believe following the relevant GATS rules is
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conducive to the development of Chinese higher education. In the debate about
the implications of GATS and internationalization, most Chinese scholars think
GATS and internationalization will have a positive influence on Chinese higher
education (Chen, 2002; Dai, 2002; Ge, 2005; Guan, 2006; Huang, 2010; Liao,
Tan, & Zhu, 2008; Meng, 2006; Wu, 2002; Yang, Vidovich & Currie, 2007).
Chinese are interested in learning from developed countries, the Chinese
government has made a commitment to gradually open its higher education, it
encourages international cooperation, the demand for higher education continues
to grow, foreign providers are meeting part of this demand, China’s recent move
to mass higher education has turned more and more to the market for needed
resources (Zha, 2009), and market ideologies may be a stronger influence in
Chinese higher education (Yang, Vidovich, & Currie, 2007). Indications are that
in seizing opportunities and dealing with challenges, Chinese educators will
expand their cooperation with international colleagues to meet the changing
needs of society. In the process of internationalizing Chinese higher education,
GATS may play a facilitating role. Since the Chinese higher education system is
the largest in the world, its internationalization may have an impact on higher

education systems in other countries.
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