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A Theory of Trade Evolution: Applying the Flying Geese and Investment Frontier Models
of industry development to international higher

Historically, institutions of higher education (HEIs) are rooted in the provision of a public
good, namely, laying and safeguarding the moral and intellectual foundations of human society.
This interpretation communicates a sense of inviolability: the institution decreed as a bastion of
intellectual freedom, the unhindered pursuit of knowledge its sole charge. However, HEIs also
play a role in the social and economic development of our societies and are thus subject to a
degree of economic calculus. Some would argue that the slightest exposure of higher education
systems to economic rationales can pervert the tenor of open intellectual discourse. This could
consequently lead to misguided research and a waning commitment to the fundamental mission
to train and cultivate inquiring minds. However, HEIs suffer from an internal contradiction that
vitiates a more liberal and arguably nobler agenda to educate for education’s sake. To be sure,
HEIs have changed a great deal in the course of the past century: they have transgressed national
boundaries and ultimately reinvented themselves and their methods of delivery within and across
borders and this for a number of reasons. This paper will seek to describe the evolution of cross-
border education in terms of a commodity that is internationally purchased and sold, welcomed
and eschewed by governments. Education proves to be a commodity that is perpetually being
reinventing to remain efficient and palatable to an ever changing sea of consumers. The history
of this evolution is most succinctly captured by the Flying Geese and Investment Frontier models.

(a) Education as a Tradeable Commodity

In 1995, the tripartite fusion of the General Agreement on Trade and Tariffs (GATT), the
General Agreement on Trade in Services (GATS) and the Trade-Related Aspects of Intellectual
Property Rights (TRIPS) culminated in the establishment of the World Trade Organization
(WTO). Under the GATS education services are earmarked as a service sector to be liberalized,

whereby each member country “shall enter into successive rounds of negotiations, beginning not
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later than five years from the date of entry into force of the WTO Agreement and periodically
thereafter, with a view to achieving a progressively higher level of liberalization” (WTO 1994).
Consequently, academics (Knight 2006; Vlk 2006; Robertson 2006; among others), politicians
and civil society representatives have struggled with the redefinition of education as a tradeable
service commodity.

The debate is particularly relevant in the Asia-Pacific region, where intra-regional student
flows and consumption of higher education services have increased significantly. These
increases are not a chance happening; rather, they are the result of carefully directed strategies
seeking to internationalize higher education institutions (HEIs). Often, these new strategies are
disproportionately focused on the financial gain and institutional prestige associated with a large
international student body, and are hence presented as antithetical to education’s original
function. Nevertheless, globalization, increased human migratory flows and rapid advances in
the information communication industry have made the promulgation of higher education
services a lucrative industry. VIk notes that “during the last years cultural, political, and
academic approaches to international higher education have been increasingly replaced by an
economic rationale” (Vlk 2006, 31).

The GATS has been the de jure framework used to define the international trade in education
services since 1995, at the multilateral level. The supply of a service, as defined under the GATS,
can be undertaken in one of four modes of delivery. In figure 1, we find that Jane Knight (2006)
clearly illustrates not only the four modes of service delivery, but also their relevance to the
education service industry. Briefly overviewed, Mode 1 service delivery entails providing a
service across national borders, whereby both the provider and the consumer do not move to
consume the service, Mode 2 service delivery entails the consumer moving to the provider’s

country to consume the service; Mode 3 service delivery entails a provider establishing a



physical presence in the consumer’s country, for the purposes of providing a service; and Mode 4

service delivery entails the temporary mobility of natural persons in the provision of a service in

the consumer’s country. For the purposes of this paper, we will be specifically highlighting the

industry developments as they pertain to Mode 1, Mode 2 and Mode 3 service delivery.

The increasing attractiveness of Bilateral Free Trade Agreements (BFTAs) has permeated the

rationale of policy makers and politicians overlooking the internationalization of their higher

education industries, as well. A more recent example of this is the Singapore Agreement Free

Trade Agreement (SAFTA). Therein, both Australia and Singapore have made commitments to

liberalize their higher education industries. This is significant for a number of reasons.

Mode of Supply

Explanation

Examples

Potential Market

1. Cross-border Supply

The provision of a service where
the service crosses the border
(excludes the physical movement
of the consumer)

— distance learning
—e-learning
— virtual universities

— currently a relatively small
market

— seen to have great potential
through the use of new
information and
communication
technologies (ICTs) and
especially the Internet, but
difficult to monitor quality

2. Consumption Abroad

The provision of a service where
the consumer moves to the
country of the supplier

— students who go to another
country to study

— currently represents the
largest share of the global
market for education
services and is growing

3. Commercial Presence

The provision of a service where
the provider establishes, or has
presence in, commercial facilities
in another country in order to
render service

— local branch or satellite
campuses

— twinning partnerships

— franchising arrangements
with local institutions

— increasing interest and
strong potential for future
growth

— most controversial because
it appears to set
international rules on
foreign investment

4. Presence of Natural
Persons

The provision of a service where
people travel to another country
on a temporary basis to provide
the service

— professors, teachers,
researchers working abroad

— potentially a strong market,
given the emphasis on
mobility of professionals

Figure 1. Four modes of service delivery under the GATSfrom Knight (2006)."

' Source: (Knight 2006, 32).




Firstly, the SAFTA agreement is a negative list agreement, meaning that service sectors
included in the agreement are fully subject to liberalization, except where specific reservations
have been made. This is in contrast to the WTO/GATS positive list-style agreements, whereby
countries remained unbound from any liberalizing sector of trade until they specifically propose
a schedule of commitments. Negative-list BFTAs assume both a greater degree of flexibility and
liberalization between the partner countries — operating as ‘GATS-plus’ agreements. Secondly,
the SAFTA represents one instance when higher education has been included as part of a BFTA.
This signals a shift in the approach to internationalizing higher education and industry
development strategies. This is consistent with the goal of refining the competitiveness of higher
education offerings, in line with diversification and export-led strategies in other sectors of trade.

Broadly overviewed, completed bilateral FTAs in the Asia region, which include education
as a service sub-sector, as of 2005 include: Singapore-New Zealand (2001), Japan-Singapore
(2002), Singapore-Australia (2003), China-Hong Kong (2003) (Lee 2005, 12). However, as
Aggarwal suggests, “from both a political and an economic standpoint, efforts to explain the
origin, evolution, and impact of bilateralism are in their infancy” (Aggarwal and Urata 2006, 8).
While increasing in number, these types are largely new and it is difficult to assess their impact
on the trade in educational services in the region. Instead, this paper shall focus on more
accessible data and explain developments in the educations service industry using models put

forth first by Akamatsu, later redefined and expanded upon by Kojima (2000).

(b) “Flying Geese” and the Kojima Models of Industry Development
First Akamatsu (1930) and subsequently Kojima (1994, 1995, 2000), offered captivating
explanations for the rapid development of industry and the concomitant rise in capital which was

witnessed in Asia throughout the last half-century, specifically since the 1980s in East and



Southeast Asia. The strategic modernization of the higher education industry, combined with the
changes in international student mobility and program delivery, can be understood as signs of a
maturing service industry. With this in mind, this paper looks into the applicability of
Akamatsu’s ‘Flying Geese’ (FG) model of industry development and whether it can capture the
pattern of development in higher education service industries in Asia.

Originally introduced under the name “Ganko-Keitai” by Professor Emeritus Akamatsu
Kaname in his 1935 and 1937 studies, the FG development model captured in a succinct fashion
the growth of the manufacturing industries in developing countries (Kojima 2000, 377). Based
on a catch-up pattern of industrialization spurred on by Foreign Direct Investment (FDI) from
capital-rich developed countries and export-led trade policies, domestic production and export
sectors in targeted developing countries flourished. The sequential pattern of development is
explained as follows: (i) developing countries enter the world economy as primary commodity
exporters and importers of manufactured goods; (ii) after an initial set-up time lag, the importing
country begins to reproduce, on a small scale, a product similar to that which is being imported,
and sells it primarily in its domestic market for home consumption; (iii) eventually, the need to
import the product diminishes — the import substitution stage - and in its wake a shift in
industrial priorities necessitates the import of heavy machinery from developed nations as the
production levels increase with a concomitant rise in domestic consumer demand; (iv) an
economy of scale emerges from the within the developing country as it specializes and refines
the production of the manufactured good; (v) as production output increases, export-led growth
of the newly manufactured good replaces the primary commodity export market in part or in
whole. When this final shift occurs, the developing country aims to export its product in one of
two ways: (i) as a refined and value-added product back to the initial developed country (reverse-

export); or (ii) to new markets in lesser developed countries. The process of propagating



technology, know-how and manufactured goods creates a pattern not dissimilar to a flock of
geese flying in a V-formation (see Figure 2).

Based on Kojima’s (2000) succinct description of the above schematic, we observe the
following four stages of sequential development in the FG model: (i) beginning from point t; to
point t the m curve indicates the rise in imports of manufactured goods from developed country
A to the developing country; (ii) subsequently, curve p indicates that domestic demand reaches a
point whereby profitable production of the good is viable and desireable, outpacing levels of
import; (iii) at this stage, t3, it becomes possible to not only provide the domestic market with

the good through mass manufacturing, but an export-led policy approach,

M = Imports

E = Exports

P = Production

Pf = Offshore Production
M'= Reverse Imports

Real Value of Each Variable

Time Axis

Figure 2. Adapted from Akamatsu (1950) schematic of the FG development model.’
curve E, can now be adopted; (iv) at t4 , the process is repeated in a foreign export market,

where country A now acts as the exporter of the manufactured good and the new developing

2 In Kojima 2000, 378.



country begins the process from again from point t4 (Kojima 2000, 379). The FG model
describes the development from an economy reliant on the import of manufactured goods, to one
that can develop its own manufacturing industry, becoming an eventual supplier of these very
same goods by way of capital and technological transfers.

Kojima makes several additions to this model in such a way that the FDI aspects of
technological and capital transfer, product specialization and reverse export — called the
‘boomerang effect’ by Hitotsubashi University Professor Emeritus Shinohara Miyohei (Kojima
2000, 391) - are better elucidated.

Kojima puts forth a model known as the “Investment Frontier” (IF) (Kojima 2000, 385) to
explain the horizontal shifts (time) and vertical shifts (country) in FDI export and influence.
Building on the FG model, this model captures the elements of capital an technological transfers
as well as the boomerang effect of reverse-exports. Figure 3, shows how a lead country will
develop its industry horizontaly over time. During this development it influences a second
‘following-country’ by way of exports and FDI — in this case the NIE countries (Newly
Industrializing Economies). Over time, the lead country will continue to exert some amount of
influence throughout the chain, while following-countries take the role of lead geese influencing
countries that are trailing them — see diagram ASEAN 4 and China. As the more rapidly
developing countries refine their products and industries by way of specialization, they begin to
compete in new segments of industry, arising from their newly aquired comparative advantage.

The pattern of reverse export is also observable in Kojima’s IF schematic. Eventually, the
following-countries began to specialize and move toward an export-led industry, as well. As they

do, they too begin to encroach on the incipient markets established by lead-countries.



This model will be particularly pertinent in the analysis of institutional mobility and

education internationalization rationales not only in Asia, but globaly as well.

Country
Axis /N
D (China) | ..
C (ASEAN) |== @,
B (NIES) |== .
A (Japan) |=— D— u O Time
I o HI IV Axis
Industry
X Y V4 Z, Axis

Figure 3. Kojima’s Investment Frontier Model®

While the potential for competition, friction and dispute is clear in the elaboration of such
frameworks, Kojima suggests that countries would be best off if they pursued a policy of ‘agreed
specialization’; he notes,

There are a number of ways in which such agreed specialization can emerge, either explicitly

or de facto within a regionally integrated group, because the integration assures mutual

liberalization of trade and investment. (Kojima 2000, 387)

The pursuit of agreed specialization echoes the approach of classical economics to balancing
terms of trade. Both countries in this scenario would benefit by maximizing the use of local
factor endowments in response to global demand, thereby reducing unit costs and increasing
profits. As we shall soon see, in the education service industry, this agreed specialization takes

the form of collaborative ventures and joint-institutional offerings.

(c¢) The Asian and World Markets

3 Source: (Kojima 2000, 382).



For the purposes of this analysis, contrasts and comparisons of data and industry evolution in
Singapore, Malaysia, Japan, Australia, the United Kingdom and the United States are used. Of
particular interest, is the sequential industry development which we observe beginning in the
West, developing and consolidating in the East (Asia), and shifting slowly towards Africa.

It is necessary to highlight the internationalization policies of the aforementioned countries
and their current positioning in the global education services market. Singapore, has declared in
any number of statements that it is focused and determined to become Asia’s leading edu-hub —
as have many other countries. Government officials from Singapore estimate that education
services will come to generate about 5 per cent of gross domestic product in the next decade, a
rise of 1.4 per cent from its current value (Reuters 2003). Former Singapore Trade Minister,
George Yeo, has stated that the ‘growing education market in Asia is a major economic
opportunity [for us]’; leading to the creation of an estimated 22,000 new jobs (Reuters 2003). In
the Singaporean case, it is the Trade Minister, and not the Education Minister, that is taking the
crucial decisions about market expansion and strategic directions. This is indicative of their
conceptualization of the education services industry — primarily a source of revenue with real
potential to grow. This is, arguably, a justified approach: UNESCO’s Institute for Statistics has
noted that the “largest group of mobile students come from East Asia and the Pacific (701,000 or
29% of the world total) and Western Europe (407, 000 or 17%)” (UNESCO 2006, 38). This leap
in student mobility can become an important source of capital influx for the country able to make
the greatest advances in the education market. In another speech, the Minister of State for
Education, Dr. Ng Eng Hen, stated:

Reports tell us that there are nearly two million tertiary-level students who now study

outside their home countries. It’s a given that foreign students bring revenue — universities do

not survive on ideas and aspirations; they too need to balance their budgets. (...) It is not

surprising therefore that many countries consider education services an important growth
sector that should be exploited much further. (MOE 2005)



Just kilometres away, Malaysia has adopted a similar tone with regards to its education
industry. Not oblivious to the tremendous boost to GDP a healthy internationalized education
sector could represent, they too have adopted an aggressive export-led market strategy. The
Malaysian government noted that Malaysia’s higher education system is “poised as the centre of
educational excellence in the Asia-Pacific region,” and as such they aspire to a doubling of
foreign international students, from 50,000 to 100,000 by 2010 (Financial Express 2007). Just as
Singapore has done, Malaysia has reformed its trade and domestic policies to allow foreign
institutions to set-up campuses on their soil, showing remarkable trade flexibility in Modes 2 and
3 service delivery. This represents, not only a legitimizing boost to the claim of a regional edu-
hub, but more importantly, signals an openness in the education services trade and a willingness
to internationalize, liberalize and dominate the education service market.

The United States, Australia and the United Kingdom have long dominated the international
education market, attracting the majority of internationally-mobile students among OECD
countries. With regards to their own domestic education markets, international students make up
17 per cent of the total students enrolled in higher education in Australia, 14 per cent of the total
enrolled in the United Kingdom, and 4 per cent of the total enrolled in the United States (OECD
2007, 298). All three countries have been very active in global higher education markets,
leading in Mode 2 and Mode 3 service delivery. As one would suspect, because the ratio of
foreign students to national students in Australian higher education is the highest, they have been
the most active and progressive with regards to program delivery, institutional partnerships and
FDI in transnational education markets. Ziguras et al. (2007) note:

During the past decade, Australian universities’ transnational programmes have grown

rapidly, particularly in South East Asia, where British, Australian and US universities have

been delivering innovative collaborative programmes through local partner organisations
such as private colleges, universities and professional associations. (Ziguras et al. 2007, 360)
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It is estimated that 80 per cent of jobs in Australia are in services, which accounts for two-
thirds of GDP and a quarter of total exports (Ziguras et al. 2007, 361). Should the Australian
share of the international student market significantly decrease, there are real fears that this
would create an obstacle to providing higher education at home. Hence, it is very much in the
national interest to continue to stimulate growth in this industry and continuously ‘upgrade their
product offerings’, delivery and strategies to maintain their comparative and competitive
advantages. Summarizing the Australian government’s position on the issue, Ziguras et al. quote
the Australian Department of Foreign Affairs and Trade:

Australia’s basic objective for the GATS negotiations is to improve market access conditions

for Australian services exporters. Australia has very significant interests in increasing the

export opportunities in this sector, which is a high growth area and offers significant

prospects for further growth and employment for all Australians. (Ziguras et al. 2007, 366)

As the traditional leader in service exports, the United States has a very real and vested
interest in liberalizing the higher education service industry, maintaining its share of the global
market. Global distribution of international students indicate that the United States remains the
leading destination for international students — having captured 44 per cent of the Asian student
market — closely followed by Australia and the United Kingdom, each capturing 12.5 and 11.3 of
the Asian student market respectively (Marginson and McBurnie 2007). Together with
Australia and the United Kingdom, the United States has been a key promoter of liberalization of
the education service sector.

(d) Synthesis: “Flying Geese” in an Education Services Industry?

Many have attempted to conceptualize the impact the promulgation of bilateral and
multilateral trade agreements has had in the education industry. Approaches to
internationalization have been surveyed from a number of different policy rationales, including:

(1) internationalization for cooperation and mutual understanding; (ii) internationalization and

student mobility for modernization; and, (ii) the wealth-generating or profit maximization
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rationale. This paper argues that while international cooperation, mutual understanding and
modernization are definitely potential outcomes of the internationalization process, they are not
the primary rationale which motivated global developments in the higher education service
industry. At both the governmental level and the university level, potential financial gains
stemming from an internationalized education system has played a significant role in policy-
making.

Data in this field of research is meager. Hence, the following arguments will be based on
extrapolations from the available data in both the field of economic trade and education.
Fundamental to the FG model of industry development is the flow of capital, FDI and knowledge
to the developing countries and their industries. METI data offers a glimpse of the regional
inward balance of trade for Asia.* Since, roughly the 1980s, and more acutely around 1995,
regional trade has expanded at a tremendous rate. This is the very foundation of the FG model, as
it would require that after a product is introduced into a new market — in this case higher
education services — greater FDI is invested in those markets while they in turn attempt to mimic
and reproduce the product introduced. Concretely, this signifies that the means for rapid
development of the education industry by way of collaborative programs and government-led
sectoral investment has, and continues to have, a foundation in Asia. The three big education
exporters, the US, Australia and the UK have elaborated their network of linkages and program
delivery schemes over the past few decades. There services and end-products have become
varied over time: beginning with simple recruitment offices to attract foreign students, to more
elaborate ICT-based e-learning initiatives in the region.

Additionally, if we scrutinize recent figures pertaining to student mobility, we realize that

a FG-type pattern may be on the verge of emerging. Figures 5, 6, 7 and 8 show international

* (METI 2006, 9)
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student mobility patterns between 1997 and 2006. We begin to observe a consistent downward
trend in students going to study in traditional host countries — US, UK and Australia. This
downward trend corresponds to a concurrent upward trend in Malaysia, a country that has

successfully managed to attract an increasing number of students in higher education.’

Mobile Students by Source Country to the
United Kingdom

20,000

18,000 |
16,000 \

£ 14,000 |
3 12,000 |
v
s 10,000 |
2 8,000
s 6,000 | —— S
= - s
4,000
2,000

| 1997 | 1998 J 1999 | 2000 | 2001 | 2002 | 2003 | 2004 ‘ 2005 | 2006 |

Malaysia |18,01517,380|12,632 10,140 10,005 10,680 11,780|11,805| 11,475 11,450
singapore| 5,646 | 6081 | 6016 ‘ 5460 | 4410 | 4175 | 4250 ‘ 3905 | 3630 | 3275 |
Japan 4665 | 5332 | 5686 | 6150 | 6470 | 6355 | 6300 | 6395 | 6180 | 6200

Figure 5. International student mobility to the United Kingdom 1997-2006°

> NB. Statistics for a time-range of international student inflows to Singapore were not yet available at the time of
writing.
% Data source: (Lasanowski and Verbik 2007, 7).
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Mobile Students by Source Country to the
United States
50,000
45,000 o
’ v
o 40,000 —
& 35000
E 30,000
Z 25,000
S 20,000
T 15,000
b= 1 ’
& 10,000 s
5,000
0
1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 & 2005 | 2006
——Malaysia | 14,527 14,597 |11,557 | 9,074 | 7,795 | 7,395 | 6,595 | 6,483 | 6,142 | 5,515
—Singapore 3,710 3,613 | 4,141 | 4,189 | 3,955 | 3,937
——Japan 42,719 40,328 | 46,810 | 45,960 | 40,835 | 44,092
Figure 6. International student mobility to the United States 1997-2006
Mobile Students by Source Country to
Australia
25,000
4]
€ 20,000 %/
E
o 15,000 — \\
= 10000 Hﬁ\\ —
Ks] /_
£ 5,000 . —
=
0
1997 | 1998 | 1999 | 2000 K 2001 | 2002 | 2003 2004 | 2005 | 2006
——Malaysia |16,257 |16,485 15,767 |18,868 | 19,385 | 16,431 18,554 | 18,819 | 18,262 | 18,074
——sSingapore 14,308 | 16,509 | 18,742 | 20,405 | 22,725 | 11,639 11,384 | 10,368 | 9,460 | 8,906
——Japan 11,817:10,739_ 3,984 | 4,169 | 5,438 | 7,509 | 8,495 | 9,131 | 9,352 | 9,110

Figure 7. International student mobility to Australia 1997-2006"

” Data source: (Lasanowski and Verbik 2007, 6).
¥ Data source: (Lasanowski and Verbik 2007, 9).
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Mobile Students by Source Country to

Malaysia

30000
»
o 25000
L2
E 20000
z 15000
E, 10000
3 5000 | —

1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 |

Singapore | | 98 | 306 | 278 | 486 | 469
Asia ' ' | 2,492 | 16,21 | 13,88 | 24,11 | 27,06 |
Europe | ' | 250 | 553 | 245 | 523 | 399 |
——Africa | ' | 735 | 1552 | 1559 | 2417 | 2702 |
| ——Indonesia | ' | 863 | 5,296 | 4,675 4,731 | 5,634 |
Sudan | ' 196 | 248 | 24 | 323 | 507 |

Figure 8. International student mobility to Malaysia 1999-2003°

Figure 6 shows an increase in student flows from Singapore to the US. One explanation can
be that innovative liberalization policies adopted by Singapore has led to the establishment of
multiple joint-degree programs, or twinning ventures. Rather than disprove the FG model, this
simply reconfirms that an originating industry will re-specialize and move into new industries to
maintain a competitive and comparative advantage.

Similarly, education industries in these developing or high-growth countries are mimicking
and adopting patterns of service delivery from developed countries at a much quicker rate. It
took approximately two decades for Singapore and Malaysia to put forth their own
internationalization agendas. Now, the stepping stone in terms of industry development time and
product re-specialization is greatly reduced at every stage: student recruitment, institutional

partnerships, dual-degree programs or twinning and the establishment of overseas campuses.

® Data source: UNESCO Institute for Statistics - Online Database
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Statistical data accumulated in the next five years will confirm whether the growth in the
education service sector is following the FG model of industry development. Thus far, exports —
inwardly-mobile international students to the US, Australia and the UK - have begun to decrease
slightly in traditional host countries, while exports — inwardly-mobile international students - to
countries like Malaysia have been on the rise.. Simlarly, the Government of Singapore has noted
a dramatic rise in student numbers and hence, education exports. Finally, we need to establish
whether a trend of reverse-exports is indeed underway, in order to satisty Akamatsu’s FG model.

Concretely, Singapore and Malaysia have been at the forefront of developments in the
education industry; encouraging both forward and backward-led export strategies. The rationale
is similar and consistent with Singapore’s: gross domestic product growth. Elaine Yong of the
Western Australian Trade Office in Kuala Lampur noted that,

International students contribute RM50 million in direct earnings for the country

[Malaysia] each year. The Government expects the international student market to

contribute RM2.8 billion per annum to the Gross Domestic Product if it attracts 50,000

international students per year over the next five years. (Yong 2008)

Both Malaysia and Singapore have begun to agressively invest abroad as they begin to
refine their export product, discovering as they go where their comparative advantages lie. In
2007, for example, Malaysia oversaw campus openings in both the United Kingom and
Botswana — the Limkokwing University of Creative Technology campuses. What is more, this
dual strategy of aiming for niche markets with a refined product is precisely what Akamatsu had

envisioned, albeit in regard to the manufacturing industry.

Finally, building on the FG model and Kojima’s IF model, I believe a model can be
arrived at which accurately captures the sequential developments and transitions in the higher
education industries in the US, UK, Australia, Japan, Malaysia and Singapore — see Figure 10.
Consistent with Kojima’s interpretation of investment frontiers, each country has successively
borrowed from a lead country, and in turn specialized, prior to developing a niche export market
of its own. Here we see the influence of the United States, Australia and the UK in leading the
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education service industry in all markets. However, it should be noted that all following-

countries have quickly responded by developing their own ‘refined export’.

Country-Axis
Malaysia T Initial Export:
Singapore
T Reverse-Export:
Japan @
US/UK/AUS
T Time-Axis

Foreign University | Degree & | Overseas
Students Networks Program Campus
(Mode 2) | Coalitions | Twinning | (Mode 3)

Sequential Industry Development

Figure 10. An interpretation of the Kojima Investment Frontier Model adapted to the
Evolution of the Asia-Pacific Education Services Industry

This model is consistent with both the FG model of industry development and furthermore
captures Kojima’s interpretation of vertical and horizontal industry development, specialization
and export.

(e) Conclusion

The global education industry has been growing for some time. The countries leading the
development and which command the largest market shares are the United States, Australia and
the United Kingdom. Since the mid-1980s, however, a tremendous increase in FDI to the Asia-
Pacific region has allowed certain countries to invest heavily in their tertiary education sectors.
Recognizing the importance of the emerging ‘knowledge economies,’ certain countries in the
Asia-Pacific region have been keen on become key players in this industry. Notably, Malaysia
and Singapore have both declared themselves the new regional hubs of higher education and

have adopted fittingly aggressive liberalization strategies.
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In an attempt to capture the developments in this industry, Akamatsu’s Flying Geese Model
of industry development and Kojima’s Investment Frontier Model are applied to the education
industry in an original interpretation of two economic models. The FG model of industry
development captures the process of industry development based on the import of a finished
good from a developed country, to the eventual production, specialization and export of a very
similar, locally produced good. This model of industry development has been applied to the
growth of the trade in education services. Similarly, Kojima’s IF model is used to describe the
transfer of knowledge and expertise between a lead-country and following-countries in the Asia
region over a period of time. This model predicts the development of a variety of niche markets.

The data provided points to industry shifts, similar to those found in the Akamatsu and
Kojima models. Indeed, declines in education exports from traditional leading countries coincide
with a steady rise in exports from certain countries in Asia. Market-specific innovation is used to
break into new markets: Malaysia’s Limkokwing University of Creative Technology’s, with
operations in the UK, serves as a case in point. Higher education providers in both Malaysia and
Singapore have developed their service industries in a manner predicted in both the Akamatsu

FG model and Kojima’s IF model.
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