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In this module we will discuss several issues:

 The rise and importance of trade in services in today’s world

economy.

 The role of services as intermediaries in international trade and

its contribution to economic growth.

 A glimpse on the multilateral rules on trade in services, the

General Agreement on Trade in Services.

 Current regulatory regime of trade in services.
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Part 1
Rise of Services Trade
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On the rise: Services to GDP ratios
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International Trade Is No Longer Exclusively 
About Goods Crossing Borders
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International Trade Is No Longer Exclusively 
About Goods Crossing Borders
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 India’s success is well known,
but far from unique.

Developing countries are
exporting a wide range of
services

 Services exports to GDP ratios
are rising across all income
groups

Source: World Bank, World Development
Indicators Service Exports/GDP



Importance of services in the 

economy

 Services are either the result of a production activity that

changes the conditions of the consuming units

(transformation services), or facilitate the exchange of

products or financial assets (margin services).

 They can cover transport, telecommunication and

computer services, construction, financial services,

wholesale and retail distribution, hotel and catering,

insurance, real estate, health and education,

professional, marketing and other business support,

government, community, audiovisual, recreational, and

domestic services.

 Services have a significant impact on growth and

efficiency across a wide range of industries and overall

economic performance.
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Importance of services in the 

economy

 Services currently represent more than two thirds of

World Gross Domestic Product (GDP).

 The share of services value added in GDP tends to
rise significantly with the countries‟ level of income,

standing at 73% on average in high income

countries (77% in the United States), against 54%

and 47% respectively in middle- and low- income

countries.
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Importance of services in the 

economy
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Services contribution to employment
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Want to read more about importance of 
services in economy?
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Part 2
Services as intermediaries and its contribution to growth
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Why do Services Matter for Development?

 One of the characteristics of services is intermediary, as it

connect economic activities in different phase from producers

to consumers.

 Efficient services not only provide a direct benefit to consumers,

but also help shape overall economic performance.

 For example, improved efficiency in transportation services

contribute to the efficient distribution of goods within a country,

and are particularly important in influencing a country’s ability

to participate in global trade.

13



Sources of Growth in Developed and 
Developing Countries (1980-2009)
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Source: http://siteresources.worldbank.org/EXTPREMNET/Resources/EP96.pdf



Sources of Job Creation in Developed and 
Developing Countries
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Source: http://siteresources.worldbank.org/EXTPREMNET/Resources/EP96.pdf



More readings on contribution of services to 
economic growth
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http://siteresources.worldbank.org/INTPREMNET/Resources/EP14.pdf
http://siteresources.worldbank.org/INTPREMNET/Resources/EP14.pdf


Part 3
The General Agreement on Trade in Services - Brief introduction
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GATS Agreement: History

 GATS was concluded during the Uruguay Round and entered

into force on 1 January 1995 as the first set of multilaterally

negotiated and legally enforceable rules covering

international trade in commercial services.

 The purpose is creating GATS was to extend the multilateral

trading system to the services sector, thereby liberalizing trade

in services.

 However, public services supplied by government authority

(such as postal, police, fire fighter, including aviation) are

excluded from GATS.
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Four modes of supply in GATS

 Mode 1: cross-border supply, only the services crosses the border.
For example: telephone, television, internet, lawyer in country A
email his/her advice to client in country B

 Mode 2: consumption abroad, occurs when consumers go
abroad to consume the services. For example: a student taking
language course abroad; or a patient visiting abroad hospital

 Mode 3: commercial presence, when the service supplier
establishes branch or subsidiary in another country. For example:
A bank opening its branch in another country

 Mode 4: presence of natural persons, occurs when an individual
travel across border to supply his/her service. For example:
architect travelling abroad to supervise his/her construction
project.
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GATS Agreement Scope

The GATS Agreement has a Services Sector Classifications portion

which defines the list of all sectors that can be negotiated under

the GATS
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Basic Obligations under GATS
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Part 4
Current regulatory regime and ongoing negotiations
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Current Regulatory Regime

 To date, GATS is the largest regulatory regime in 

trade in services, involving all WTO Members.

 By 2010, 76 services PTAs have been notified to the 

WTO and this number forms 28% of the world’s PTAs.

Aside from these, a mega-trade agreement in 

services is being negotiated called Trade in Services 

Agreement (TiSA).
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Trade in Services Agreement (TiSA)

 The Trade in Services Agreement (TiSA) is a trade
agreement currently being negotiated by 23 members of
the World Trade Organisation (WTO), including the EU.
Together, the participating countries account for 70% of
world trade in services.

 The talks started formally in March 2013, with participants
agreeing on a basic text in September 2013. By the end of
2013, most participants had indicated which of their
services markets they were prepared to open and to what
extent.

 By February 2016, 16 negotiation rounds have taken
place. The talks are progressing well. There is no formally
set deadline for ending the negotiations.
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