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Demand for services go hand in hand with rising incomes as the productive fabric of countries moves away from industrialization 
to services. In addition, ongoing digitalization has changed consumer behavior. This leads to changes in where and what consumers 
buy and to increased demand for digitalized services and content. At the same time, shifts in producer behavior have led to 
servicification, a process whereby non-services sectors (both agricultural and non-agricultural) in the economy buy and produce 
more services than before, and also sell and export more services. The importance of services is in how they are internationalizing 
supply chains and making overall production much more efficient. For global value chains to function and be economically viable, 
firms must have access to quality services at the right time and at a competitive cost. 

Services are not just important in goods-centered chains; they can be broken down into tasks and sourced on a wide geographical 
basis, thus constituting value chains in their own right. From a developing angle, a central aspect is how companies and countries 
can plug into these value chains and upgrade within them. This includes developing services supply capabilities at the level of firms 
(to perform certain tasks) and a generally efficient services infrastructure and framework within the country (for example, effective 
telecommunications and transport systems). 

The drivers of these changes include digitalization, whereby information is being transformed into digital form and that the use of 
information and communication technology is increasing. Digitalization is also a tremendous tool for efficiency. Companies depend 
on data transfers either as part of their business offers or as part of processes within them. Digital solutions are used to produce, 
sell, and deliver products. Growth of services is often enabled and accompanied by growing investment in intangible assets that are 
generally associated with the creation of knowledge-based assets/capital. Three broad categories can be identified—computerized 
information, innovative property, and economic competencies. 

Liberalization and better regulatory practices are important factors behind the increase in effectiveness of services markets 
and services trade. The paper points out, as many economists believe, that even though value-added statistics are useful, trade 
statistics still misrepresent actual services trade. There are a huge number of services transactions made feasible with the help 
of the Internet and ICT, but no available estimations on their value. Is the General Agreement on Trade in Services—the only 
binding multilateral instrument on services—up to the task or should it be updated? It is difficult to know how outdated the GATS 
is because it has not been fully utilized. The question is whether the GATS needs to expand its coverage to stay relevant. Beyond 
what the GATS covers, actual negotiating processes may need to be rethought. In sum, the paper underlines the need some major 
changes and rethinking to move forward with revitalizing the WTO in the area of services.

EXECUTIVE SUMMARY
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INTRODUCTION

“We are seeing: 
- new economies emerge; 
- shifts in production and consumer behavior; 
- technological innovation continuing apace; and 
- supply chains becoming further internationalized. 

Yet, against this backdrop of constant and 
unpredictable evolution, global trade rules remain 
unchanged. 

We have not been able to fully respond to a new 
generation of protectionist measures, or to the 
challenges of development, or even to the arrival of 
the internet. 

If the system is to remain viable and meaningful 
we must respond collectively to address these 
challenges.”

Director General (DG) Roberto Azevêdo, opening 
statement, 9th WTO Ministerial

In many ways, DG Azevêdo highlighted the growing 
importance of services and how services have become a 
“transformational force” (Low 2013) and in many ways the 
foundation of trade, without which trade would not happen.1   
Meanwhile, the General Agreement on Trade in Services 
(GATS) has not changed since 1997 — at the time when 
56Kbps modems had arrived and less than 2 percent of the 
world population had access to the Internet. 

With DG Azevêdo’s words as a starting point, the first two 
parts of this paper examine trends in services trade and the 
transformation of the services landscape. Part 3 outlines 
fundamental structural changes behind these trends. Part 
4 discusses how the transformational force of services is 
reflected in statistics. Part 5 discusses the GATS in relation 
to the changing landscape of services and poses some key 
questions. How should the changes affect the architecture of 
the GATS? Is GATS addressing the right issues? Should WTO 
services negotiations be re-organized and perhaps be more 
closely tied to other negotiations? 

TRANSFORMATION 

OF THE SERVICES 

LANDSCAPE

Services have “gone from being the poor cousin to the new 
frontier” of trade negotiations and research.2 There is growing 
realization that the services sector plays an integral role in the 
functioning of a modern economy and is essential for growth 
and development. 

How is the services landscape changing? In essence, this 
can be summarized, in DG Azevêdo’s words, as “shifts in 
production and consumer behavior” and, following from 
that, “supply chains becoming further internationalized.” 
This section explains how and why this is manifested in 
current business models, and describes some trends that can 
help with understanding why services are becoming more 
important in our economies.3 

SHIFTS IN CONSUMER BEHAVIOR

Customers, be it companies or individuals, increasingly 
demand that producers deliver a full package of goods and 
associated services. While differing from market to market 
and product to product, companies increasingly need to add 
services to their business offers to stay competitive.

Demand for services tends to go hand in hand with rising 
incomes as the productive fabric of countries moves away 
from industrialization to services. Deindustrialization has 
already happened in industrial countries and is happening, at 
an earlier stage, in larger developing countries (Rodrik 2013). 
The current deindustrialization can mean that industries are 
transformed into more services-oriented activities at an earlier 
stage than before. 

In addition, the ongoing digitalization (more in Chapter 3.1.1) 
has changed consumer behavior. More and more consumers 
in developed and developing countries are using the Internet 
and digital solutions to find suppliers, acquire information, 
and compare products and prices. This includes consumers 
in poor rural regions in developing countries where mobile 
solutions have had an immense impact on how people act, 
can trade, and get information (UNCTAD 2008). This leads to 

WT/MIN(13)/17, Opening session, 3 Dec 2013

Andrew Robb at Global Services Summit 2013. 

Note that the trends are interdependent and easily lead to a hen or egg 
discussion.1

2

3
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For case-studies, statistical analysis, and discussions about the concept 
and how it affects trade, see National Board of Trade 2010a, 2010b, 2012a, 
2013b; USITC 2013.

Outsourcing is letting someone else do a task on your behalf while 
offshoring is placing the task in another territory (but perhaps still under 
you control). 

4

5

changes in where and what consumers buy and to increased 
demand for digitalized services and content. 

SHIFTS IN PRODUCER BEHAVIOR

Servicification

Servicification is a process whereby non-services sectors 
(both agricultural and non-agricultural) in the economy 
buy and produce more services than before, and also sell 
and export more services, often as a package deal with 
goods.4 Four key drivers of this phenomenon are i) increasing 
geographical dispersion of supply chains with specialization;  
ii) the drive to cut costs and improve efficiency; iii) the desire 
to deepen customer relationships by providing services 
related to their products and meeting consumer demands; 
and iv) the differentiation of products to acquire advantage 
through market segmentation. In essence, it is about staying 
competitive and increasing profits (USITC 2013; National 
Board of Trade 2012a).

In two case studies, the Swedish National Board of Trade 
mapped the services needs of two companies, one in 
manufacturing and one in the agri-food sector. Both 
companies were found to use more than 40 different services 

to sell and ship their products, with a main reliance on 
business, communication, financial, and transport services 
(National Board of Trade 2010b, 2013b). The worldwide 
sourcing of services inputs by Sandvik Tooling for their 
manufacturing process is shown in Figure 1.

Companies have the choice of producing the services 
themselves in-house, drawing on existing networks, or 
procuring them from external suppliers. All these sources 
are increasing (National Board of Trade 2010a). Low (2013) 
argues that when firms grow and external economies of scale 
are created, outsourcing or offshoring of services previously 
produced internally is likely to increase. On the other hand, 
small and medium-sized enterprises (SMEs) usually do not 
have the resources to produce all services in-house and must 
rely on external suppliers (National Board of Trade 2013b).5

Services are important intermediaries in the production 
process. According to the USITC (2013), the value created 

FIGURE 1:

Services required by Sandvik Tooling to Produce, 
Sell and Ship their Products

Source: Swedish National Board of Trade 2010b.
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Including understatement of the value of services from indirect suppliers on 
input. See Section 4.3.

In addition, the outcome very much depends upon how firms decide to 
organize their operations. Compare with National Board of Trade (2010a) 
and how organizing in enterprise groups affects how much is traded within 
and between firms. See also Section 4.3.

As discussed above and in Section 4.3, this figure is probably an 
underestimation, as it does not include in-house supply. 

Planning, procurement, management, accounting, banking, shipping, 
electricity, legal counselling, distribution, security, cleaning, and data 
processing were examples of some widely used services. Eifert et al. 2005 
analyze “indirect” costs for firms in 42 countries (indirect cost mainly being 
services-related inputs) and found the cost to be 13 percent to 15 percent 
of total costs in countries such as China, India, Nicaragua, Bangladesh, and 
Morocco. In most African countries, the average costs were between 20 
percent and 30 percent. 

First, the increased operation of global value chains leads to increased 
services use. Second, while participating in creating value chains, firms try 
to shift their output to the parts of the chains with the highest value-added 
segment, which tends to be services (National Board of Trade 2012a).

Examples of embodied services include energy, transport, communications, 
insurance, accountancy, design, software, and other technical expertise. 
Examples of embedded services include financing, training, maintenance, 
repair, and other after-sales service.

6

7

8

9

10

11

directly and indirectly by services as intermediate inputs 
represents at least 30 percent of the total value added in 
manufactured goods. However, this number is based on 
traded services and does not include in-house production.6  
The overall share of services in manufacturing value-added 
has grown only slightly since 1995 (based on aggregates, 
hence missing firm-level developments7). Hence total 
service value-added is probably higher (OECD 2013). 
Business services are more important to manufacturers than 
other services. The importance of services is, however, not 
just about value, but about how they are making overall 
production much more efficient. 

Figure 2 shows that services’ contribution to manufacturing 
value added is higher in developed countries. However, 
a number of studies illustrate how developing country 
companies also use and depend on services. Azad (1999) 
shows that costs for bought-in services exceeded 20 percent 
of total output for the Bangladesh readymade garment 
industry,8 about the same share as in the Swedish food 
sector.9 Other studies look at services input at the firm 
level and its key role in productivity in the manufacturing 
sector (for example, Arnold et al. 2006, 2012). These studies 
indicate that services are important for all companies in 
all countries. One reason for why servicification could be 
significant even in developing countries is the fact that 
“supply chains [are] becoming further internationalized.”

Services and global value chains

Today production is split into tasks that are spread out 
geographically, as witnessed by the increase of trade in 
intermediate products, creating global value chains (GVCs). 
The servicification trend is closely related to GVCs.10 Increased 
operations of GVCs lead to increased services use (National 
Board of Trade 2013c; Low 2013). There are two reasons for 
this. 

First, services are enablers of GVCs, serving to move 
production forward and to coordinate the process. Services 
are used throughout the various productive phases. Some 
services are needed at the beginning of a chain, some at the 
end, and some are used at every stage. 

Much of these services are bundled with goods and therefore 
only traded indirectly. These services fall into two categories—
“embodied” and “embedded” services. Embodied services are 
those contained in products and input during the production 
process. Embedded services are incorporated at the point 
of final sale.11 For many manufactured goods—especially 

FIGURE 2:

Services’ Contribution to Manufacturing Value 
Added, 2008

Source: USITC 2013.

LEGEND:

Business services, 2008

Trade and transport, 2008

Other services, 2008

Total services, 1995

45

40

35

30

25

20

15

10

5

0

Ir
e

la
n

d

Fr
a

n
ce

It
a

ly

S
w

e
d

e
n

N
e

th
e

rl
a

n
d

s

Lu
xe

m
b

o
u

rg

B
e

lg
iu

m

A
u

st
ra

li
a

G
e

rm
a

n
y

S
p

a
in

T
a

iw
a

n

P
o

la
n

d

Fi
n

la
n

d

E
st

o
n

ia

D
e

n
m

a
rk

C
a

n
a

d
a

La
tv

ia

C
y

p
ru

s

U
.K

.

H
u

n
g

a
ry

C
ze

ch
 R

e
p

u
b

li
c

P
o

rt
u

g
a

l

S
lo

va
ki

a

In
d

ia

G
re

e
ce

S
lo

ve
n

ia

A
u

st
ri

a

U
n

it
e

d
 S

ta
te

s

Li
th

u
a

n
ia

T
u

rk
e

y

B
ra

zi
l

B
u

lg
a

ri
a

R
e

st
 o

f 
w

o
rl

d

R
u

ss
ia

Ja
p

a
n

M
e

xi
co

M
a

lt
a

S
o

u
th

 K
o

re
a

R
o

m
a

n
ia

C
h

in
a

In
d

o
n

e
si

a

W
o

rl
d



4

elaborately transformed, high value-added goods—embodied 
services can account for a very significant proportion of their 
value. For trade purposes, however, no export value has 
traditionally been attributed to the various services inputs. 
For many consumer goods, embedded services are becoming 
important methods of merchandise differentiation and key 
methods of achieving higher overall value-added (Drake-
Brockman and Stephenson 2012).12

For GVCs to function and be economically viable, firms 
must have access to quality services at the right time and at 
a competitive cost. Without services, GVCs would rust and 
come to a grinding halt. There seems to be agreement that 
a number of services are essential for GVC operation. These 
include the following:

Traditional statistical measurement techniques completely overlook 
the value of these embodied and embedded services. Embodied services 
alone are thought to account for a rapidly growing proportion of global 
merchandise exports and are estimated around an average of 25 percent. 
See further discussion, see Section 4.3.

12

FIGURE 3:

Services in the Value Chain of Video Game 
Minecraft

Source: National Board of Trade 2013a.
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1. Transport services as part of an efficient logistics package. 
This can be a “tipping point” in the determination of 
whether a country is viewed as an interesting GVC partner 
or not, and thus on where foreign direct investment 
(FDI) may be channeled (World Economic Forum 2013). 
Logistics includes border administration, and often 
warehousing and distribution.

2. Information and communication technology (ICT) 
services, together with communication infrastructure, 
allow services to be disaggregated and traded as separate 
tasks. ICT is used as a vehicle for supplying services “tasks” 
in GVCs that make the chain operational and effective 
(National Board of Trade (2013e).

3. Financial services, especially insurance. These safeguard 
the movement of services inputs and intermediate goods 
within the value chain.

4. Business services (accounting, legal services, marketing, 
and the like) that support the production process and are 
needed in each step of the chain. 

Second, services are not just important in goods-centered 
chains. In a similar way to goods, they can be broken down 
into tasks and sourced on a wide geographical basis, thus 
constituting value chains in their own right (see, for example, 
Gereffi and Fernandez-Stark 2011; National Board of Trade 
2013a). Figure 3 illustrates a global service value chain 
involved in the production of the video game Minecraft. In 
Minecraft, all value comes from services (plus intellectual 
property).

Figure 4 shows that much of the value in a goods-centered 
GVC (in this case, jackets made in China and sold to the US) 
also comes from services as well as other invisible assets. 
There are a number of studies that have broken down 
production costs for supply chains in a number of sectors 
producing mass consumption goods. These studies highlight 
the overall importance of services in GVCs, often amounting 
to anything between two-thirds and four-fifths of the total 
value (Low 2013).

From a developing angle, a central aspect is how companies 
and countries can plug into these value chains—and then 
upgrade within them.13 Here services are an essential 
component. This includes developing services supply 
capabilities at the level of firms (to perform certain tasks) 
and a generally efficient services infrastructure and 
framework within the country (for example, effective 
telecommunications and transport systems). Upgrading the 
productive structure through services might actually limit 
the need for infrastructure to that of good communications 
networks (for supplying Internet-based services needed in 
supply chains). Another aspect is upgrading through bundling 
of services into products, creating higher-value goods (Fung 
Global Institute 2013). However, while better services 
contribute to upgrading, this might be limited to countries 
that already have developed advanced technological 
capacities (Nordås and Kim 2013). Hence countries might 
need to reach a certain level of development before being 
able to use services to upgrade within value chains.

See Cattaneo et al. 2013 for discussions about joining and upgrading in 
GVC.

13

FIGURE 4:

Manufacturing Cost and Invisible Assets of a 
Jacket Made in China and Sold in the US

Source: Fung Global Institute 2013.
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WHAT ARE THE 

DRIVERS BEHIND THE 

TRANSFORMATION?

To understand the shifts described above, it is necessary to 
understand the drivers of these changes. In this section, the 
paper describes some of the major structural changes that 
are taking place in the world economy, which are laying the 
foundation for a new services era.

NEW TECHNOLOGY

Digitalization

Trade has become digitalized, meaning both that information 
is being transformed into digital form and that the use of ICT 
is increasing. Digital technologies and solutions have become 
key enablers for productivity, innovation, and growth in the 
world economy. The Internet accounts for 15percent to 20 
percent of gross domestic product (GDP) growth in many 
countries, including developing ones, and its importance 
continues to grow (McKinsey Global Institute 2011, 2013; 
UNCTAD 2013c). Digitalization enables, empowers, and 
equalizes trade, as well as makes companies and products 
more efficient. According to UNCTAD (2009), half of global 
services trade is enabled by the digital economy. For the US, 
it is closer to 60 percent (Borga and Koncz-Bruner 2012).14

The Internet and ICT have created new models for trade, 
especially consumer driven trade over Internet-based 
platforms. Studies by eBay show how over 95 percent of 
commercial businesses on its platform are carrying out 
exports (compared with less than 20 percent of brick-and-
mortar firms).15 These “micro-multinationals” ship products 
to consumers in 20-40 different countries per year (in 
contrast to off-line companies for which the average is three 
markets). This is true for businesses based in both developed 
and developing countries. eBay, Amazon and other platforms 
(including, for example, Chinese alibaba.com with 367 
million users from 240 countries) are networks that empower 
trade.16  

At the same time, Internet and ICT solutions are 
international equalizers, enabling small firms in developing 
countries to establish credibility, market their goods and 
services internationally, and overcome physical barriers.17 
Digitalization gives even micro companies instant global 
access with websites being automatically global, and apps 
can be downloaded from anywhere. In addition, more and 
more companies exist in digital form only, that is, their entire 

business is digital and they sell no physical goods. Around 15 
percent of all companies in Great Britain are wholly digital 
(Nathan and Rosso 2013).

Digitalization is also a tremendous tool for efficiency. New 
technological techniques like the “Internet of Things,” “Big 
Data,” and cloud computing allow companies of all sizes and 
from all countries to streamline their businesses, develop 
new services and business offers, and collect and use data 
in a way that was not earlier possible.18 While companies in 
developed countries have adopted the digital possibilities 
faster than companies from developing countries, the 
latter are catching up (albeit from a low level). The highest 
growth rates of cloud adoption over the next few years 
are expected to be in the Middle East and Africa (UNCTAD 
2013c). Digitalization can improve labor productivity in some 
services industries, to the extent that some name it a cure for 
“Baumol’s disease.”19 Productivity improvements in services 
also have spillover benefits for manufacturers. Productivity 
gains seem to be stronger in firms that have invested in 
organizational change and organizational capital (USITC 
2013).

Data transfers

Thanks to ICT and the Internet, the ability to move data 
across borders is now an intrinsic part of the daily operations 
of businesses worldwide.20 Practically no company, in any 
economic sector, would be able to take part in international 
trade without the ability to transfer data internationally. This 
includes moving human resources (HR) data to and from 
headquarters, sending data to research and development 
(R&D) facilities set up abroad, or using cloud solutions – all 
data transfers – to improve efficiency (for example, making 
information instantly available globally).

In fact, the estimation by UNCTAD actually reflects the industrial set-up 
in a country. Still it gives an important indication about how important the 
Internet and ICT is for trade, especially for accelerating south-south trade. 

Summarized in Ahmed et al. 2013.

Interestingly, both eBay and Amazon were established in 1995, the same 
year as the GATS came into force.

See Meltzer 2014 on the Internet and SMEs and developing countries. 

Barton 2014, based on work by McKinsey, argues that the impact on the 
world economy might be 2-3 times greater than the Industrial Revolution. 

This part builds upon National Board of Trade 2014a.

Baumol’s disease is when salaries increase in sectors without improvements 
in labour productivity (for example, public services) in response to rising 
salaries in other sectors which do experience labour productivity growth ( 
for example, manufacturing). 

14
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Companies depend on data transfers either as part of their 
business offers or as part of processes within them. Digital 
solutions are used to sell and deliver products. Moreover, 
many firms use third-party digital services, like cloud 
solutions, as part of the service offered to their customers, 
and they depend on the ability to send and receive data to 
and from the cloud provider. Other firms are themselves 
suppliers of such services and depend on data transmissions 
to ensure that other companies can supply their own services. 

INVESTMENT IN INTANGIBLE ASSETS

Growth of services is often enabled and accompanied by 
growing investment in intangible assets (USITC 2013). 
Intangible assets, or non-physical capital, are generally 
associated with the creation of knowledge-based assets/
capital. Three broad categories can be identified—
computerized information, innovative property, and 
economic competencies. Most forms of intangible capital 
are produced by services activities. Investing in intangibles 
enhances productivity and data seems to show, at least for 
the US manufacturing sector, investment in intangible capital 
is larger than investment in tangibles. The contribution of 
intangibles to gains in manufacturing productivity is larger 
than tangibles (Fung Global Institute 2013; USITC 2013).

The value of intangibles becomes evident, especially when 
considering assets that include data, skills, innovation (R&D), 
and intellectual property. Having previously examined the 
situation on data, we will focus on skills and innovation in 
the next section. 

Moving skills (Mode 4)

Services are about people—their knowledge, innovations, 
and relationships. Attracting the right competences and 
skills is an essential requirement for the services sector. 
Skill shortages, for example within the ICT sector, not only 
constrain productivity and growth in services, but also 

impede manufacturing and other productive sectors. When 
it comes to exports, services are more skill intensive than 
manufacturing (Iacovone et al. 2013). To attract the required 
skills and competences, an establishment abroad or the 
ability to attract talent to the home country is needed (for 
examples from the video game industry, see National Board 
of Trade 2013a).

Overall, the rise of GVCs and servicification depends on the 
ease of cross-border mobility. People must be able to move 
along with the traded goods and various specialized tasks are 
needed so as to prepare, accompany, direct, and deliver trade 
flows. It seems like the need for Mode 4 movement rises with 
the digitalization of the economy and companies rely on 
both as complements (National Board of Trade 2013c).

Modern global business models need the movement of 
persons to i) gain access to markets abroad; ii) access much-
needed skills; iii) deliver services and interact with customers; 
iv) establish new offices abroad; and v) manage and develop 
company and staff (National Board of Trade 2013d, 2012a). 
In addition, the mobility of experts plays an important role in 
spreading technology developments and innovations (WTO 
2013a).

Services and innovation

DG Azevêdo had stated “technological innovation [is] 
continuing apace,” which is certainly true for services 
innovations. Services innovation has enhanced productivity. 
Networks formed by producers, consumers, and 
orchestrators of services combine knowledge, technology, 
entrepreneurship, and innovation to create value through 
a virtuous circle of innovation (Low 2013). Services 
innovations transform GVCs and are the basis for the digital 
economy.21

ICT and new social services create new trading opportunities. ICT and the 
Internet are important enablers of innovation, especially by enabling faster 
cross-border knowledge dissemination and spreading innovation and 
knowledge (WTO 2013a; UNCTAD 2008).

21

Innovation in a Services Setting

Innovation in the service sector is different from that in manufacturing. The latter is mainly the result of a concentrated 
R&D effort, and R&D is often associated with manufacturing. By contrast, services innovations are usually much 
broader, and encompass the following types—improved service concepts (that is, new or improved service products); 
service process innovation; service infrastructure innovation; customer process innovation; business model innovation; 
commercialization innovation (sales, marketing, delivery); hybrid forms of innovation serving several user groups in 
different ways simultaneously; and service productivity innovation. Innovation can be a part of everyday firm activity 
together with clients and employees. It is often an open process for improving something that already exists.

BOX 1:
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Innovation in services has grown faster than in 
manufacturing since the 1990s. Today, services companies 
from both the industrialized and the developing world are 
as innovative as, or more innovative, than manufacturing 
companies (Iacovone et al. 2013). This could be because 
services companies tend to invest more in ICT and use more 
highly skilled workers (Rubalcaba 2012).

Knowledge-intensive business services (KIBS) are seen as a 
key driver for knowledge accumulation and will probably 
replace manufacturing as the engine for global innovation 
(WTO 2013a). Services innovations could possibly become 
a key driver of development, and also in some cases, help 
countries to escape the so-called “middle-income trap” 
(Iacovone et al. 2013). The impact of innovation increases 
with higher income levels (WTO 2013a; UNCTAD 2008).

Trade and innovation are mutually supporting activities. 
Innovation sharpens competitive advantages and reduces 
trade costs. Trade, through the creation of larger markets, 
generates the incentives needed for innovation. Open 
markets spur innovations and new services (WTO 2013a; 
Rubalcaba 2012). It has been shown that exporters are 
more innovative than non-exporters, and innovators export 
more than non-innovators (Iacovone et al. 2013). Services 
innovation also has a positive impact on manufacturers, and 
improved services solutions have spillover effects in that 
sector (USITC 2013).

Intellectual property rights play an important role 
in incentivizing knowledge creation. Considering the 
characteristics of services innovation, copyright and trade 
secrets ought to be the most relevant types. However, 
there is an important debate about the balance between 
incentives for creativity and society’s interest in maximizing 
the dissemination of knowledge and information (UNCTAD 
2008; National Board of Trade 2012b).

LIBERALIZATION AND IMPROVED REGULATION

It is well recognized that international services negotiations 
(GATS and free trade agreements, or FTAs) have either bound 
existing levels of openness, or in a number of instances, have 
bound commitments at less than the status quo (Borchert 
et al. 2012). Rather than trade agreements, unilateral 
liberalization (or the creation of regional internal markets like 
the European Union [EU]) is driving the opening of services 
markets (World Bank 2012). Many countries recognize the 
negative effects of burdensome regulation and have worked 
on improving domestic regulation (beyond liberalization).22

There is a connection between increased openness and 
services trade growth, even though liberalization does 
not automatically lead to increased trade. Liberalization 
of domestic services markets, through the improvement 
of regulation, can help both foreign and domestic firms. 
Liberalization and better regulatory practices are important 

factors behind the increase in effectiveness of services 
markets and services trade (and in the case of servicified 
companies, also goods trade). 

Nevertheless, services trade is far from barrier free. The 
World Bank’s Services Trade Restrictiveness Index (STRI) 
maps the restrictions of five sectors in 103 countries, which 
are of particular importance to developing countries. Overall, 
the analysis finds that most of the included countries are 
relatively open. On a scale from 0 to 100 (0 being fully 
open), the median is around 24. This means that half the 
countries included are, according to the authors, “virtually 
open.” Organisation for Economic Co-operation and 
Development (OECD) countries and some poorer countries 
are the most open, while fast-growing countries in Asia and 
some countries in the Middle East are the most restrictive. 
The professional services sector has the most barriers, driven 
by the restrictions placed on Mode 4. This is followed by 
the transportation sector, in which even the richer countries 
show significant barriers. Retail is the most open sector 
included in the STRI (Borchert et al. 2012).23

See, for example, Doing Business and their “Distance to frontier” data. 
Almost all countries included have improved their business regulation, 
www.doingbusiness.org.

It must be remembered that the World Bank STRI is an indicator of 
services trade openness but only covers limited sectors and limited 
types of barriers. A low score does not automatically mean actual 
openness. The OECD has recently released another Services Trade 
Restrictiveness Index in spring 2014. The OECD STRI covers fewer 
countries but more sectors, more barriers, and more modes of delivery.  

22

23
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To claim that services are increasingly becoming more 
important in international trade does not simply mean that 
more services are traded. Rather, and more importantly, 
it means that services have become a key enabler for more 
efficient production and trade. This section will examine how 
services are reflected in trade statistics. 

TRADITIONAL TRADE STATISTICS

Traditional trade statistics show that services constitute 
about 20 percent of world trade (on a cross-border basis), 
with the share having been fairly stable since 1990 (WTO 
2013; 19.5 percent in 2012, according to WTO 2013b). 
Many services are intertwined with goods trade, hence as 
goods trade increase, so does services trade. According to 
gross statistics, increased goods trade is the main driver of 
service trade growth (WTO 2013a). Based on traditional 
trade statistics, however, it is hard to conclude that services 
are becoming increasingly important in the world economy. 
To understand the increasing importance of services in 
international trade, the contribution of services must be 
measured differently, as discussed below. 

According to traditional figures, the share of services exports 
from developing and emerging countries has slowly grown. In 
1995, exports from these countries were valued at 22 percent 
of the world total. By 2012, the proportion had increased to 
30 percent. In construction and travel exports, developing 

economies now account for more than 40 percent of the 
global market. These economies are increasingly important 
in exporting transport and computer services. However, they 
have been less successful in exporting financial services and 
intellectual property related services (royalties and license 
fees) (UNCTAD 2013b).

When comparing developing economies, only a small 
number, predominantly from East Asia, are significant 
exporters of services in absolute terms (exports may however 
be more important in relative terms compared to their share 
of GDP). Least developed countries (LDCs) are gaining 
shares, albeit from a very low level of 0.36 percent in 2005 to 
0.51 percent in 2011 (ITC 2013). China is noteworthy due to 
its emergence as a leading services country, having become 
the third largest exporter in 2012. Interestingly, the rise of 
China has, in many ways, been driven by the rapid growth in 
services, particularly within high value-added sectors such 
as consulting, computers, and information services (WTO 
2013b).

Traditionally, exports from developing countries have been 
concentrated in low-skilled sectors with low capital demand 
(OECD 2004). However, this is changing rapidly. DG Azevêdo 
is correct when stating that “new economies emerge”—
including in new higher value-added service activities. Some 
studies have revealed broad sectoral participation when it 
comes to exports, even for LDCs.24

VALUE-ADDED TRADE STATISTICS

While traditional trade statistics value services trade at 
20 percent of global trade, another picture emerges when 

IS THE IMPORTANCE 

OF SERVICES SEEN IN 

STATISTICS?

FIGURE 5:

Services Exports from Developed and 
Developing Countries 

Source: UNCTAD 2013b.
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ITC 2005, for example, reports that 25 developing countries (mostly 
African and Latin American) export on an average 68 different types of 
services to 33 countries. 

24
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This is based on the Trade in Value Added (TiVA) database—a 
joint effort by the OECD and WTO. It includes data covering 56 
countries. The data base is available at http://stats.oecd.org/Index.
aspx?DataSetCode=TIVA_OECD_WTO, or http://www.wto.org/english/
res_e/statis_e/miwi_e/miwi_e.htm.

25

using recently available value-added trade statistics.25 These 
statistics estimate that around 45 percent of the value of 
exports in the world economy comes from services (see 
Figure 6). For OECD countries, the value is 50 percent and for 
Group of Twenty (G20) economies 42 percent (OECD, WTO, 
UNCTAD 2013). These numbers indicate that when the value 
of intermediate inputs is subtracted, services are more central 
to trade than gross statistics indicates. Note that these 
numbers do not include in-house production of services; 
hence differences in the internal set-up of companies will 
influence their share of services in trade. Large in-house 
production will mean less registered services trade.

In some economies, for example in the EU, the services share 
in trade is rising (from 44.2 percent in 1995 to 54.1 in 2009, 
according to the Trade in Value Added [TiVA] database). 
Significant parts of this share are embodied in manufacturing 
and agricultural exports. Several other countries have similar 
experiences, as shown in Figure 7, but not all. For most 
countries, domestic value added dominates over foreign in 
the services sector (as is the case with the manufacturing 
sector as well).

Generally, the highest contribution of services to value added 
in exports is found in developed economies. The countries 
with the smallest contribution of services to value added are 
mainly developing or emerging. However, there are exceptions, 
with certain developing countries contributing the highest 
percentage. India is one such case with more than half the 
value of its gross exports originating in the services sector. 
Countries with small and/or shrinking shares of services as 
shares of value added are primarily countries which are large 
exporters of raw material and natural assets (mainly oil), 
regardless of whether they are developed or emerging. The 
picture is, however, not complete, since OECD data only 
covers a limited number of countries. 

LDC Services Exports 

All LDCs export commercial services (Riddle 2002 reports that LCDs export on an average 30 different kinds of services). 
The share of LDCs in total world services exports is low, but increasing. There is a high degree of diversification. The most 
dominant sector is tourism, followed by transport and communications. Although most LDCs run a deficit in services, 
around a quarter of them are net exporters. For half the LDCs, the share of services in total exports is well above the 
global average. 

“Other business services” is showing recent rapid growth. Contrary to global trends, transport and travel also continue to 
grow, with the result that the relative contribution of “other commercial services” to overall services exports has declined. 
LDCs are participating in knowledge-intensive trade but performance is below the global average.

Record FDI flows went to LDCs in 2012, led by developing countries investors. Services industries drive FDI growth in LDCs. 

BOX 2:

FIGURE 6:

Sectoral Contribution to Total Trade, Gross and 
Value-added Measures, 2008

Source: WTO 2013a.
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SERVICES TRADE IS INADEQUATELY COVERED 

BY TRADE STATISTICS

This paper argues, as many economists believe, that even 
though value-added statistics are useful, trade statistics 
still misrepresent actual services trade. For example, trade 
statistics (based on balance of payment data) do not include 
FDI) or sales by subsidiaries of foreign direct investors 
(captured by Foreign Affiliates Trade Statistics [FATS]), be it 
in the services, manufacturing, or the primary sector.26 If one 
takes the GATS definitions, Mode 3 (local establishment) 
accounts for approximately half of services trade. Here 
FDI and FATS would give a better picture of actual services 
trade.27 

A related issue comes from the fact that TiVA (and input/
output [I/O]-based matrices) are highly aggregated indicators 
of trade. They miss capturing data on a lot of exported 
services since the information is incorporated in the numbers 
for goods. Hence, when disaggregating a value chain, a much 
larger services share is revealed than the aggregated numbers 
in statistics. In GVCs, there may also be significant value in 
services that are not contracted, nor priced, and even may be 
the result of barter relationships. This value is determined by 
how knowledge is transferred through networks, reputation 
(many value-related characteristics underlie reputation), 
and so forth. These intangible assets may not be captured by 
statistics. 

Another obvious shortcoming, again looking from a GATS 
perspective, is the lack of reliable estimates of trade 
delivered by temporary movement of natural persons—Mode 
4.28 Some flows, including those of contractual services 
suppliers, ought to be captured by balance of payment data. 
Again, quite a lot of the value might be wrongly recorded as 
trade through other modes. For example, a mechanic may 
accompany a piece of machinery to install it in the factory 
of a client abroad, but the service is included in the price 
of the product and not paid for separately. When countries 
have attempted to measure Mode 4 specifically, they have 
sometimes found rather high numbers. For example, Mode 
4 accounted for 13% of Indian computer services exports 
and about 25% of Australia’s export of legal services (see 
Magdeleine and Maurer 2008 for a fuller discussion).

Both forms are dominated by services. See UNCTAD 2004 with updated 
data in UNCTAD 2013a for FDI. FATS are only gathered by a limited 
number of countries; see ISTIA 2005.

Note that FATS probably underreports sales of services. The basic 
unit of analysis is the firm, which is defined by its main activity. Thus, 
according to FATS, services sales by manufacturing companies will not 
be counted as services, as long as their goods sales accounts for at least 
51 percent.

Mode 4 (temporary movement of natural persons) does not capture all 
movement of natural persons, especially not migration. However, Mode 
4 is considered to be trade while migration is not. Hence this discussion 
on trade statistics only looks at this limited aspect of movement of 
natural persons. 

26

27

28

FIGURE 7:

Services Value Added, Percentage of Total 
Exports, 1995 and 2008

Note: Brown columns represent the percentage of 
value-added services in total exports in 1995, while 
the orange shows the percentage in 2008.

Source: OECD, WTO, UNCTAD 2013.
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Sometimes Mode 4 is instead estimated through the number 
of travellers. About 117 million persons (for example, business 
visitors and service sellers) travelled to another country for 
business and professional purposes in 2011.29 The number has 
been fairly stable over the last years. Multilateral companies 
report that international mobility of their employees is 
on the increase.30 It is also estimated that as many as one 
million workers are posted each year by their employers from 
one EU member state to another.31 The value of services 
consumed by travellers is one of several values captured by 
the balance of payments travel category, but not the value of 
services delivered. 

Finally, another source of “missed services trade” comes 
from how the digital economy transforms trade flows. 
Digitalization means that trade takes other forms, are 
performed by other actors, and in new ways. The digital 
economy brings forth a large increase in small services 
transactions. This is not satisfactorily captured by official 
statistics,32 but the numbers are impressive nevertheless. 
Every five minutes, about 21 million SMS are sent, 750,000 
DVDs worth of data is being transferred globally, and 1 
million apps are downloaded (to which in-app purchase shall 
be added) (Rentzhog 2013). The video game Minecraft sells 
about 40,000 copies online each day (National Board of 
Trade 2013a). The Internet of Things, with 50 billion products 
connected to the Internet 2020, produces a constant 
stream of services transactions (National Board of Trade 
2014b). Altogether, these are a huge number of services 
transactions, made feasible with the help of the Internet and 
ICT (unfortunately, there are no available estimations on the 
value of these transactions). 
 

UN WTO statistics for “Inbound tourism - Total arrivals by main 
purpose,” authors’ calculations. Business travellers constitute about 15 
percent of all arrivals. 

According to the Global mobility survey (2013), 39 percent of 
respondents said that they had increased the number of international 
assignments over the last year; 13 percent had decreased it.

The figure includes intra-corporate transferees, contractual services 
suppliers, and assignments of temporary agency workers (European 
Commission 2012).

Many of these services are bought with credit cards and as such 
reported as travel services. Other might not be priced in contracts and 
hence not given a value (for example, the Internet of Things). 

29

30

31

32

IS THE GATS UP TO THE 

TASK?

The services landscape has come a long way since the birth of 
the GATS. Emerging economies have grown as exporters and 
become important importers, but have remained generally 
more closed markets compared to developed countries 
(World Bank STRI). Production and consumer behavior has 
become more services oriented, and technology, primarily 
through the use of the Internet and ICT is changing 
production, products, and trade. Both goods and services are 
increasingly produced in value chains—a development driven 
by lower services costs in transportation and communication. 
The information society is finally here and data (information), 
services trade, and investments are becoming more and more 
important and intertwined. 

DG Azevêdo argues that global trade rules have remained 
unchanged and that the WTO has not fully responded 
to these new realities. Is the GATS—the only binding 
multilateral instrument on services—up to the task or 
should/must the agreement be updated?

SHORTCOMINGS IN THE MULTILATERAL 

SYSTEM FOR SERVICES

It is difficult to know how “outdated” the GATS is because 
it has not been fully utilized. For example, very few 
countries notify according to the transparency provisions, 
although there has been a slight increase in activity lately. 
There is little appetite among members for discussion and 
deliberation in the Council for Trade in Services, especially 
compared, for example, to the Sanitary and Phytosanitary 
committee. There have only been a few disputes based 
on GATS provisions, which might reflect uncertainty over 
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The top reason in 2013 for decreasing the number of international 
assignments was “Reluctance to incur relocation costs” (Global Mobility 
Survey).

Interestingly, one of the aims of the TiSA negotiations is to address this 
disparity in different sectors. 

Except for domestic regulation (Art VI: 4), safeguards, procurement, and 
subsidies.

33

34

35

the true value and nature of rights and obligations under 
the agreement. Discussions about classification issues 
have also stagnated, even though there is a pressing 
need for clarification, both of current schedules and new 
commitments (Adlung 2009).

The lack of discussion means that the knowledge deficit 
about what works in the services area (and is GATS 
compatible) and what does not is growing. Developed 
countries may to some extent rely on, for example, the 
OECD for comparing and evaluating services policies. 
For developing countries and LDCs, institutions like the 
World Bank can provide support. However, there is little 
government-to-government dialogue and information 
sharing. 

Proliferation of FTAs is naturally a challenge in services 
as in other trade areas. Services are included in most 
FTAs nowadays. The service provisions in FTAs tend to, 
at least partly, improve upon the GATS both in terms of 
commitments and liberalization (Roy 2011). However, 
transparency and comparability is low between FTAs due to 
different scheduling techniques and formats; varying levels 
of ambition; and limited political will to share and take part 
in the results of others’ negotiations. The paucity of dispute 
settlement activity in FTAs may be an indication that there 
is little follow up after the conclusion of an agreement, 
or that the agreement is not seen as providing adequate 
or sufficiently clear protection against the perceived non-
conforming behavior of trading partners. 

The proliferation of FTAs compared to the stagnation of the 
GATS is puzzling since liberalization and regulatory reform 
of services tend to be undertaken on a most favoured nation 
(MFN) basis, even though such reform is later committed 
in FTAs. There might be exceptions in some sectors, such as 
road transport, but generally it would be too burdensome 
for states to enforce different regulations depending on 
the nationality of foreign services suppliers. It might be 
rational for countries to first commit services reforms in 
bilateral deals as bargaining chips for gains in other sectors. 
Yet, having committed reforms once internationally, there 
should be no major obstacles to also commit them in a 
multilateral setting. Hence, FTA commitments might be 
fairly easy to multilateralize, given the political will (Mode 
4 is probably harder to multilateralize). Negotiations for a 
Trade in Services Agreement (TiSA) are very much motivated 
by a wish to multilateralize the participants’ “best FTAs.” It 
remains to be seen to what extent this will succeed. 

FTAs often include chapters on rules for services sectors or 
domestic regulation. The challenge is to identify, extract, 
and multilateralize the “best” rules. Finally, considering 
the importance of services liberalization and regulatory 
transparency, it is problematic that the GATS is not being 
used as a vehicle for negotiating and committing policies. 

This might be especially problematic in transportation, 
which is essential for goods trade and GVCs but also quite 

restricted. Liberalization could be a trade facilitating measure 
since high barriers are closely associated with expensive 
logistics of poor quality. Landlocked countries could 
especially benefit as they tend to restrict the very services 
(for example, transport and communications) that are 
needed to connect to the world (Borchert et al. 2012).

Beyond the classical and negotiable market access and 
national treatment barriers, there are legions of barriers 
that can hamper trade. Barriers range from red tape to 
differential standards, and from recognition of qualifications 
to subsidized/protected competitive advantages enjoyed by 
state-owned enterprises (SOEs). South-South services trade 
is also hindered by additional differential obstacles. The cost 
of moving skills can be prohibitive.33 Another concern relates 
to the creation of different sets of regulatory approaches in 
different regions, where the need to adapt to the different 
approaches raises trade costs (notably for SMEs) (Messerlin 
2013).34 

A “new breed” of barriers are local content requirements 
(LCRs), the fastest growing form of barriers to trade. LCRs 
cover a range of different barriers, including forced storage of 
data and localization requirements (Hurbauer et al. 2013; see 
also Global Trade Alert website). These barriers are especially 
problematic in the digital economy of today (National Board 
of Trade 2014a). None of them are adequately discussed at 
the WTO now. 

DOES THE GATS AGREEMENT HAVE TO BE 

CHANGED?

The purpose of the GATS is to contribute to trade expansion 
“under conditions of transparency and progressive 
liberalization and as a means of promoting the economic 
growth of all trading partners and the development of 
developing countries.”

The GATS and lack of liberalization

So far, the track record of the GATS has been mixed. Its main 
contributions include the creation of basic norms for open 
trade in services and raised awareness of services trade.35 
Another achievement is the basic telecommunication 
negotiation that is seen as an important building block of 
the Internet and Mode 1 trade flows after 1997. On the 
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other side, the GATS has led to very little liberalization and 
does not address some central trade issues. Even Doha 
Development Agenda (DDA) offers are mostly about locking 
in unilateral liberalization.36 The European Commission 
estimated that the initial GATS offers contained less than 5 
percent actual liberalization (oral information).

This might be inevitable, as most services may, on the whole, 
be better suited to unilateral liberalization. Regulating a 
sector in a responsible way takes time, and may be difficult 
to sync with international negotiation deadlines. Pre-
committing is a technique that has been used in WTO 
accessions to get around this problem (note that there are 
very few phase-in commitments in DDA offers) (Adlung 
2009). The question is whether the GATS is, can, or should 
be a vehicle of liberalization, or should the multilateral 
trading system focus on developing mechanisms for locking 
in liberalization rather than negotiating it? The question 
then remains why the GATS has not even been used for this 
purpose. The much-discussed modalities for granting value to 
autonomous liberalization, for example, have not been used. 

WTO Members have in their GATS commitments used a 
positive list approach and, by agreement, an outdated and 
highly aggregated list of sectors (W/120). However, no 
provisions in the GATS itself prevent changing this approach 
(Adlung and Mamdouh 2013). A negative list allows for 
coverage of sectors not found in W/120 (logistics, energy, 
and so on) and new services usually lead to a higher level of 
commitments. Another benefit is that it forces countries to 
map and classify their barriers much more thoroughly than 
under a positive list. Commitments therefore become more 
accurate and transparent. On the other hand, a negative list 
might make domestic regulators uneasy. The latter have not 
always taken kindly to the GATS even in its current limited 
shape.37 Hybrids are seen in different FTAs and might be a 
way forward. Additionally, there may be other techniques 
to cover non-included sectors (for example, maybe clusters) 
and new services ( for example, the EU’s approach to 
computer services, committing at a two-digit level).These 
questions could be at the forefront in renewed classification 
discussions.

Perhaps the strength of the GATS is in the rules as opposed 
to market access. The GATS itself is the foundation of many 
FTAs, and the telecom chapter has led to important results. 
The ongoing TiSA negotiations place great emphasis on 
developing sectoral disciplines in a number of areas and, in 
a world of diverging regulatory practices, the GATS could 
also focus on expanding rules that would apply to the trade 
of all members (Messerlin 2013). Such an effort could focus 
on building common approaches and improving domestic 
regulation with a view to removing trade costs due to 
diverging regulatory practices.

Nevertheless, the cost of reform (due to commitments 
leading to new market access or implementation of new 
rules) is higher in services than in goods. Hence, the time and 
resources needed to implement changes might pose a larger 

problem in the GATS than in FTAs (since it might be harder 
to balance “gains and pains” in multilateral negotiations). The 
segmentation of competence between different ministries 
and agencies is also an inherent problem.  

The GATS, the Internet and new barriers

The advent of digitalization and Internet-based trade has led 
to a number of important new policy issues in the services 
area. The United States (US) and the EU have pushed a set 
of best endeavour ITC principles that aim to support IT-based 
trade. While highly relevant and important, a question is 
how far these principles are already covered by the GATS. If 
indeed they are, the question is how implementation could 
be better reported and the agreement better enforced. 

Digitalization, especially the question of data flows, calls into 
question the current structure of the four modes of supply. 
Today, services are primarily delivered through transfer of 
data, capital, competence, and intellectual property (Lee-
Makiyama 2013). Does this fit in with the four modes? 
In addition, Internet delivery and data access require 
liberalisation of cross-border delivery (mode 1 and/or 2) of 
the sector of the data subject and for the business process. 
How is this handled when making commitments? (Lee-
Makiyama 2013). Finally, data flows and the incorporation 
of services in goods lead to uncertainties as to whether 
these are covered by the four modes of supply or whether a 
fifth mode should be created (Cernat and Dimitrova 2014). 
Or should access through these modes be regulated in a 
different manner (for example, horizontally)? Overall, it is 
becoming obvious that it makes no sense in trade terms to 
open one mode while restricting another. Most companies 
rely on several of them, as well as on goods trade. How 
can negotiators better recognize and handle this modal 
complementarity? 

With the rise of new types of barriers, including forced 
localization requirements and SOEs, the question is if the 
GATS needs to expand its coverage to stay relevant (or 
should these issues be addressed elsewhere since they are 
not pure services issues?). In the same vein, with regard to 
the “unfinished business” of the GATS (domestic regulation, 
subsidies, safeguards, and public procurement), can and 
should these issues be finalized? In terms of Mode 4, lengthy 
and unpredictable visa and work permit procedures are often 
equally problematic as the lack of market access (National 
Board of Trade 2013d). Yet this has so far been too sensitive 
an issue for most WTO Members to wish to tackle. 

Or actually not even that. Uruguay Round commitments are on 
average 2.3 times more restrictive than current policies. The best DDA 
offers remain on average 1.9 times more restrictive than actual policies 
Gootiiz and Mattoo 2009.

Some analysts see the distrust of regulators as a central obstacle to 
international services liberalization; for example, Hoekman and Mattoo 
2011 and Adlung 2009.
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DO THE GATS NEGOTIATION PROCESSES HAVE 

TO BE CHANGED?

The GATS and how to negotiate

Beyond what the GATS covers, actual negotiating processes 
might need to be rethought. Starting with the preparation 
of negotiations, do servicification and GVCs mean that 
there is a need to involve goods producers when formulating 
national services trade policy? How should the importance of 
imports for production and exports of goods and services be 
acknowledged in negotiating strategies and goals? 

What sectors should be the focus in negotiations? 
Traditionally, countries have requested liberalization of 
services where they have services exports (usually articulated 
by large services firms). Servicification and GVCs highlight 
the need for including a broad set of services, including some 
services that are not usually the center of attention during 
services negotiations (for example, maintenance and repairs, 
services incidental to manufacturing, and other “orphans” 
such as R&D, technical testing and analysis, and rental and 
leasing) (National Board of Trade 2012a). 

Or perhaps negotiations should focus on specific types of 
barriers or modes of supply? The process of servicification, 
for example, very much depends on Modes 3 and 4. Or 
should certain types of barriers be the main focus (instead 
of sectors or modes of supply)—including barriers such as 
localization requirements?

Should the GATS be negotiated on its own, or should at 
least part of the negotiations be integrated with other 
negotiating areas? With the close connection between 
services and intellectual property (for example, when it 
comes to innovation), is there a need to align the GATS and 
Trade-Related Aspects of Intellectual Property Rights (TRIPS) 
negotiations? With GVCs and servicification, it is almost 
impossible to distinguish between goods and services. 
Negotiations in services might therefore need to be better 
tied in with, and relevant to, goods negotiations (and vice 
versa). 

Several issues that are really equally relevant to both sectors, 
such as horizontal investment rules, e-commerce, data, 
and movement of persons, tend to be discussed in services 
chapters.38 Does it make sense to keep it this way? Should 
the definition of Mode 4, for example, be expanded to 
include goods sectors as well? 

Another question is  whether negotiations for market access 
and new rules will become better informed, easier to “sell” 
at home, and easier to implement if domestic regulators 
also participate in these discussions. This might improve 
trust within parties. Trust between parties might perhaps 
be increased if negotiators exchanged information in a more 
systematic manner, for example, in the Council for Trade in 

Services (see earlier mention of Members’ lack of discussion 
in WTO committees). 

The GATS and lack of interest in services negotiations

Considering the importance of services, including for goods 
exports, and the fact that developing countries are gaining 
ever greater shares of global trade in services, how can the 
interest of more countries and stakeholders in the services 
area be raised? Why have many countries seen services as an 
area where negotiations should take secondary importance or 
even not be pursued—or only focus on defensive positions? 
Does the broad range of services and member states lead 
to an inability to find common ground? (Adlung 2009) In 
addition, negotiations are also hampered by internal forces, 
including the distrust of regulators and different vested 
interests.  

Is increased interest in Mode 4 a key ingredient here? On 
the other hand, Mode 4 should perhaps not be viewed 
as a North-South issue but an issue of importance for all 
countries. How can this be realized in negotiations? Would it 
be helpful to link new entry commitments to sender country 
commitments to readmit persons into their territory?

Is the lack of useful statistics (notably bilateral services trade 
statistics) a central problem? Does the inability to judge the 
value of offers lead to a lack of interest in negotiations? (As 
was the case during the Uruguay Round) (ISTIA 2005).

Finally, the GATS negotiations (like the entire DDA) has 
not mustered the same business interest as, for example, 
the Uruguay Round. The GATS outcomes always carried 
low weight in the DDA compared to agriculture and Non-
Agricultural Market Access (NAMA). In contrast, the TiSA 
negotiations have strong backing by groups like the Global 
Services Coalition, and have attracted participation from 
numerous developing countries. How can this ongoing 
initiative be harvested into an interest in the GATS 
negotiations and, in turn, used to influence the outcome 
effectively “multilateralizing” the TiSA? If nothing else, this 
paper has shown that we need some major changes and 
rethinking to move forward with revitalizing the WTO in the 
area of services. 

In the Global Mobility Survey 2013, international assignments in 
services sectors account for about 45 percent and manufacturing 
sectors for about 35 percent (the rest is governmental or not-for-profit; 
authors’ calculations). 
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