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A. EXPORTS OF COMMERCIAL

SERVICES: ON THE PATH TO

RECOVERY

The value of world exports of commercial services

rose by 11% in 2011 to $4,170 billion, exceeding

pre-crisis levels of $3,850 billion in 2008 (WTO,

2012a). Half of world exports of commercial

services in 2011 consisted of travel receipts and

other business services. Asia-Pacific as a region

increased its contribution to world export of

commercial services from 23% in 2000 to 28% in

CHAPTER 2
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2011. However, its share in world imports of

commercial services remained at a higher level,

rising from 27% in 2000 to 30% in 2011. Despite

the exports of commercial services growing

faster than the imports since 2003, the region still

generates a deficit in its services trade with the

world (figure 2.1).

Exports and imports of commercial services by the

Asia-Pacific region played an important role in the

recovery phase of the world economy. Leading

exporters of commercial services in 2010 included:

India (33%); China (32%); Indonesia (29%); Hong

Kong, China (23%); Singapore (20%); and Australia

(17%)2. However, their exports in 2011 slowed down

Figure 2.1. Exports and imports of commercial services by the Asia-Pacific region

Source: Based on WTO and UNCTAD data, from WTO International Trade Statistics Database, accessed 23 October 2012.

1 The lack of data on trade in commercial services remains a

problem for many economies in Asia and the Pacific,

particularly with regard to sectoral and regional breakdowns of

trade flows. Therefore, the analysis in this chapter has

compiled the data from different sources, including mirror data;

however, even with this approach it is not possible to deliver an

up-to-date and detailed account of intraregional services trade

flows.

2 Some smaller economies experienced a very high jump of

services exports in 2011, thus making up for the loss in 2008-

2009, e.g. Tonga (23%); Viet Nam (16%); Bangladesh (13%);

and Solomon Islands (12%).
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considerably: Indonesia (down to 19%); Singapore

(13%); Hong Kong, China (13%); India (10%);

Australia (8%); and China (7%) (WTO, 2012a). On

the other hand, some of the economies in the

region showed higher growth in 2011: Tajikistan

(50%); Kyrgyzstan (39%); Papua New Guinea

(38%); Macao, China (27%); Uzbekistan and Nepal

(25%); and Cambodia (24%). Japan’s exports of

commercial services marked the lowest growth in

the region at 2.6%.

Apart from a dip during the 2008-2009 crisis,

exports of commercial services showed an upward

trend that halted in the last quarter of 2011, with

exports growing at 4% year-on-year, compared with

8% in the third quarter of the same year.3 This is

consistent with the slowdown of global exports of

commercial services, especially in the last quarter

of 2011, when they grew at 3% year-to-year

compared with 13% in the previous quarter (as

reported by WTO and UNCTAD, 2012). Several

exporters of transportation services in Asia saw

a slowdown in 2011 after strong growth in 2010.

China’s exports rose by only 4% compared with

45% in 2010. This was its weakest growth in a

decade, excluding the crisis year of 2009. In the

Republic of Korea, exports of transportation

services contracted by 5% due to a decline in sea

freight services. India and Singapore, in contrast,

saw their exports grow by 32% and 13%,

respectively (see box 2.1 about the role of small

and medium-sized enterprises (SMEs) in Indian

services export). Out of 10 largest exporters of

travel services, eight are from the Asia-Pacific

region,  with Macao, China, earning about $39 billion

in 2011, and surpassing Australia in its position as

the world’s fourth largest exporter of travel services

(see also box 2.2 on tourism).

At the same time, imports of commercial services in

2011 remained strong across Asia. Robust imports

of commercial services are associated with the

“Factory Asia” phenomenon (discussed in detail in

ESCAP, 2009 and 2011), which requires an efficient

service sector for effective integration into global

and regional production networks.5 While some

economies have been able to improve their

capacities to supply and trade in various

commercial services, many still depend on imports.

Box 2.1. Involvement of small and medium-sized enterprises in services export: a case of India

India, being one of the fast growing economies with a huge focus on services, has brought a large number of SMEs

into the export platform. Though several IT major companies are established service exporters, large companies in

other areas such as financial services, hospital and medical services have now started penetrating the world market.

However, SMEs now play a significant role in increasing exports directly and indirectly.

As established in ESCAP (2011), India’s service sector growth did not decrease significantly during recession. India’s

IT-business process outsourcing (IT-BPO) sector has experienced healthy growth despite the global recession. In

2011-12 export revenue reached $59 billon and in 2012-13, it is expected to achieve $70 billion, contributing 7.5% to

India’s GDP. The industry’s share of total Indian exports (merchandise plus services) increased from less than 4% in

financial year 1998 to about 25% in financial year 2012 (NASSCOM). A large number of BPOs consist of small call

centres, back office accounting centres, etc. They are involved in number of other “job works” such as medical

transcription and data analytics.

BPO firms have moved from efficiency to effectiveness – focusing on re-engineering themselves in order to deliver

transformational impact to customers – following a “verticalized” approach by developing in-depth capabilities across

verticals; increasing onshore footprint and implementing non-linear growth initiatives (NASSCOM). The industry has

employed around 876,000 people as was stated in 2012 projections. Currently more than 500 companies are involved

in the business and many of them are small and medium in size.

3 These data are based on WTO short-term trade in

commercial services statistics. WTO aggregates the world

trade estimates from individual reporters’ quarterly balance-of-

payments statistics taken from the International Monetary Fund

and Eurostat, supplemented by estimates for missing data as

well as national sources. Twenty-eight economies in Asia and

the Pacific are included in the dataset with quarterly data.

4 Counting European Union (27) as one.
5 Many of the costs that determine the competitiveness of

domestic industries are associated with the availability and

reliability of services.

4



CHAPTER 2 – TRENDS AND DEVELOPMENTS IN COMMERCIAL SERVICES TRADE

33

B. SUBREGIONAL AND SECTORAL

BREAKDOWN OF SERVICES TRADE

Since the drop in services export growth during the

last quarter of 2011, Asia and the Pacific as a region

has managed to maintain the quarterly export rates

above 5% mark, while other regions of the world all

registered much sharper contractions (figure 2.2).

As explained in ESCAP (2011), services are playing

an increasing role for the Asia-Pacific region as

a whole, but their importance differs widely among

individual subregions. In terms of growth in 2011,

South and South-West Asia showed the least

change in 2011 (4.6%), followed by the Pacific (5%).

the highest growth was recorded by North and

Central Asia (17%) followed by South-East Asia

(13%).

Figure 2.3 compares the importance of each

subregion in the region’s services trade over

a longer period. East and North-East Asia with

a share of 50.5% in 2011 remained the largest

contributor to the region’s services trade. South-

East Asia ranked second, with a 22% share, despite

a reduction in exports by India during 2011. In third

place with 17%, South and South-West Asia

continued its gradual climb. The Pacific subregion’s

share, on the other hand, continued to decline, and

in 2011 it only reached 5%. At the same time, the

subregion recording the largest increase in its share

was North and Central Asia, which captured a 6%

share in 2011. This was due to high services export

growth by Kyrgyzstan, Tajikistan and Uzbekistan,

driven mainly by the tripling of tradable travel

services.

Similarly, at the individual economy level there have

been winners and losers in terms of captured share

of total Asia-Pacific region and global exports of

services. Between 1999 and 2011, India more than

doubled its share to reach 13% of regional exports.

Similarly, China increased its share of the regional

exports of services to 16%. Japan’s share, on the

other hand, continued to decline and, in 2011, was

Box 2.1. (continued)

Apart from this, a large number of organizations have begun to supply trained manpower to increase export

productivity. For example, in an insurance BPO, apart from common skills such as phone and communications, people

also need to know the regulations and the standards being practised in the client destination economies such as the

United States and the United Kingdom.

With India being poised as a renowned IT hub, employees’ skills are now integrating into other sectors as well. For

example, there is increasing popularity of India’s traditional wellness systems. Several features such as cost-effective

healthcare solutions, availability of skilled healthcare professionals and reputation for treatment in advanced healthcare

segments have positioned India as an ideal healthcare destination. Indian hospitals such as Apollo, Escorts, Fortis,

Manipal, etc. are quite active in internationalizing the sector. India, while strengthening its capabilities in modern

healthcare services, is also leveraging its inherent strengths in traditional healthcare systems such as ayurveda,

siddha, yoga, naturopathy, and faith healing/spiritualism. The role of SMEs is very significant in this context as there

are a large number of enterprises specializing in this particular traditional domain, although most of them are

unorganized. However, standardization of the services has enabled them to provide quality services, providing a new

position in the form of medical tourism. The tourism sector has received a complete makeover with tourists coming to

visit India also taking advantage of the quality health care services. A large number of tourists are currently travelling to

Kerala and up in the Himalayas to avail these services.

Indian SMEs are the value enablers in services. The value lies in enabling standard practices to move up the chain of

professionalism in a cost effective way. Through this process, SMEs are poised to boast several innovations which

increase their competitiveness. The future of India’s services competency lies in value creation of the diversified

sectors it focuses on with the support of SMEs.

Source: Prepared by Debdeep De, Faculty Member, Jaypee Business School, Jaypee Institute of Information Technology

(Deemed University), Noida, India.
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just over 12% compared with a share of more than

21% in 1999. Despite this, in 2011 Japan regained

second place among Asian leading services

exporters and importers (see table 10.2 in Part II of

this publication). The increase in services exports

by China and India also resulted in a several-fold

increase of their share in world exports of services

during the period under review; data for 2011 show

that China captured 4.6% and India 3.5% of world

services exports. These two countries were ranked

as third and fifth leading exporters in 2011.6

The three broad categories of commercial services

are transportation, travel and other commercial

Figure 2.2. World exports of commercial services by region,

Q2 2011-Q2 2012

(Percentage change, year-on-year)

Figure 2.3. Commercial services trade: subregional shares in

total Asia-Pacific trade in services

(Percentage)

Source: WTO International Trade Statistics Database, accessed October 2012.

Source: ESCAP calculation, based on WTO International Trade Statistics Database, accessed 23 October 2012.

6 The ranking is based on world trade excluding intra-EU-27

services exports.
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services.7 In 2011, other commercial services

captured more than 53% of the total services

exports. Looking at the changes in shares of these

three groups in total services export globally during

the 2001-2011 decade, it is clear that both travel

and transportation lost shares in favour of other

commercial services (vertical axis of figure 2.4).

However, the dynamics for the Asia-Pacific region

as a whole was different. The travel services export

share in the Asia-Pacific region increased from 18%

to 27% while the transportation services exports

share moved up marginally from 26% to 29%

(horizontal axis of figure 2.4). Other commercial

services registered strong growth in the Asia-Pacific

region too; after more than tripling export value in

the observed decade, the share had increased

by 7 percentage points to reach 25% in 2011.

Nevertheless, the relevance of this group of services

is still half that of their relative size globally. The

Asia-Pacific region is still enjoying dynamic growth

in travel services, most of which is derived from

intraregional demand. More details on the tourism

segment of services trade are given in box 2.2.

7 See annex to this chapter for a more detailed explanation of

this service category.

Figure 2.4. Repositioning of the Asia-Pacific region in exports of commercial services

(2011 compared with 2001)

Source: ESCAP calculation, based on WTO International Trade Statistics Database, commercial services, accessed 23 October

2012.

Note: Size of the bubbles reflects exports of the Asia-Pacific region in billions of United States dollars in 2011.
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Box 2.2. International tourism remains one of the largest services sectors

in the Asia-Pacific region

International tourism is 1 of the 12 sectors covered by the WTO General Agreement on Trade in Services (GATS) and it

is also often included in preferential trade agreements.a However, it does not feature as a self-standing service activity

in trade statistics; rather, it is reflected in travel services. In national accounts it does not often appear as a well-defined

category, even though it is an important source of income and employment for many developing and least developed

countries (LDCs), especially in Asia and the Pacific. As 2010 brought some recovery in tourist arrivals from the sharp

decline in 2009 that was caused by the combined effect of the global economic crisis, pandemic threats and factors

related to disasters and international security, 2011 saw a slowdown again in demand for tourism services. This trend is

expected to continue for the whole of 2012.

According to the United Nations World Tourism Organization (UNWTO) (2012b),b the number of international tourists is

expected to increase globally in 2012 by 4.1% (trailing the 5% growth rate in 2011); however, a higher growth of 7.3%

has been projected for the Asia-Pacific region. The Asia-Pacific tourism sector has yet to reach the growth rate of 2010

(figure 2.5). Asia and the Pacific captured almost 22% of total global international tourist arrivals, with more than half

linked to visits to North-East Asia, while Oceania’s share fell to just 1.2% of the region and is now less than the share of

South Asia (1.4%). The most dynamic growth in international tourist arrivals was recorded in Bhutan and Georgia

(39%), Sri Lanka (31%), Palau and Myanmar (26%), Cambodia, Thailand and Viet Nam (20%). Japan recorded a 28%

drop in tourist arrivals due to the triple disasters in 2011.

Figure 2.5. Quarterly changes in international tourist arrivals

Source: UNWTO (2012a), World Tourism Barometer, March 2012.

Note: Asia-Pacific comprises the following economies – Australia; Bhutan; Cambodia; China; Cook Islands; Guam; Fiji; French

Polynesia; Hong Kong, China; India; Indonesia; Japan; Kiribati; Macao, China; Maldives; Malaysia; Marshall Islands;

Myanmar; Nepal; New Caledonia; New Zealand; Niue; Northern Mariana Islands; Pakistan; Palau; Papua New Guinea;

Republic of Korea; Samoa; Singapore; Solomon Islands; Sri Lanka; Taiwan Province of China; Thailand; Tonga; Vanuatu; and

Viet Nam.

While there are no detailed and long-term data series on the geographical breakdown of travel services, this category

appears to be contributing towards an expansion of intraregional trade in Asia. According to WTO (2011a), more than

60% of China’s travel receipts were sourced from Asian economies, particularly Hong Kong, China, as well as Japan,

the Republic of Korea and Taiwan Province of China. More than two thirds of the Republic of Korea’s travel exports

were destined for other Asian economies, with more than 30% of those exports going to Japan. In the case of Hong

Kong, China, the share of Asia is even higher (more than 84%), with China being the largest recipient of travel services
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Box 2.2. (continued)

exports. Asian economies accounted for some 77% of Japan’s travel exports and 60% of Australia’s travel receipts in

2008. In reporting Asian economies, travel exports to the European Union-27 represented between 6% and 9% of the

total, while the share of the United States ranged between 5% and 12%.

It is expected that 2012 will close with positive results. In November 2012, UNWTO reduced its earlier forecast growth

for all regions, but Asia and the Pacific was still expected to perform well (table 2.1).

a GATS schedules refer to sector 9, known as “Tourism and travel related services”, which is broken down into four subsectors:

hotels and restaurants (including catering); travel agencies and tour operators services; tourist guides services; and others.
b UNWTO (2012b) World Tourism Barometer, November 2012.

Table 2.1. Tourist arrivals: rates of growth for 2010,

2011 and 2012 (forecast)

(Percentage)

Region 2010/2009 2011/2010 2012 (forecast)

World 6.6 5.0 4.1

Europe 3.1 6.7 3.4

Asia and the Pacific 13.2 6.4 7.3

Americas 6.3 4.1 3.6

Africa 8.5 0.8 6.1

Middle East 13.0 -6.8 -1.4

Source: UNWTO (2012b), World Tourism Barometer, November 2012.

The other commercial services category comprises

eight subcategories,8 but the data are not readily

available for all countries. Based on the WTO

International Trade Statistics Database, table 2.2

provides further details of developments in exports

by these eight subcategories from 2001 to 2011.

During this period, the Asia-Pacific region increased

the value of its other commercial services exports

fourfold while its share of world exports of other

commercial services rose to 26.5% in 2011.

Despite improvements in services trade data

collection, still more than half of the other commercial

services category is within the broad subcategory of

“other business services”. The remaining part is split

into seven other subcategories, some of which have

recorded marked increases in their share, such as

construction (by 18 percentage points), and computer

and information services (by 12 percentage points).

It is noteworthy that the Asia-Pacific region’s share

in both of these subcategories surpasses the

region’s average share; the region exported more

than 50% of global exports of construction services

and almost 30% of computer and information

services in 2011. Similarly, exports of insurance and

financial services, both closely associated with

merchandise trade, increased by more than four

times in value, although their relative size increased

less. Categories whose shares suffered a contraction

in total Asia-Pacific exports are communication

services (down by 2.2 percentage points) and

royalties and license fee receipts (down by half

a percentage point; see more details in box 2.3).

8 These are communications, construction, insurance,

financial, computer and information, royalties and license fees,

other business services, and personal, cultural and recreational

services (see Annex of this chapter for definitions and

examples).
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Box 2.3. Payments of royalties and license fees continue growing

Royalties and license fees refer to transactions made in connection with the use of intangible proprietary rights such as

patents, copyrights, trademarks, industrial designs and so forth. Such transactions touch upon trade in goods and

services alike as they can cover a wide area of trade including patented pharmaceuticals to the use of franchise logos

and trademarks. Because royalties and license fee transactions are wide in their application, they are an important

indicator of the state of the so called “creative economies”.

During the period from 2001 to 2011, the world’s receipts of royalties and license fees (or exports) steadily grew. Even

during the crisis of 2008-09, exports of royalties and license fees did not take as dramatic of a dip as other commercial

services. In the Asia-Pacific region, exports of royalties and license fees followed a similar path. Asia-Pacific’s exports

grew on average at 12.8% per year, similarly to a global export of payments for royalties and license fees.a However

after six years of double-digit growth, exports of royalties and license fees of the region contracted by 10% in 2009 as

a response to the economic crisis. According to the most recent available data from 2011, the Asia-Pacific region holds

around 15% share of exports of royalties and license fees, with Japan being the 4th largest exporter in the world, the

Republic of Korea 8th, and Singapore 15th. By more than tripling its export value during 2004-2011, China climbed to

the position of 22nd largest exporter of royalties and license fees in 2011. However, its share in the region’s export is still

at a 2% mark. In contrast, China’s payments for royalties and license fees grew on average at more than double the

Asia-Pacific rate per year during 2001-2011, amounting to 17.5% of the region’s imports from the world (figure 2.6(a)).

In 2010 imports of both China and the region rebounded fast, with a rate of 17% and 21% respectively, but slowed

down considerably in 2011.

The region’s balance of payments remained negative with a deficit of over $44 billion in 2011. China’s share in that

deficit continuously increased during the observed period to account for over 32% in 2011 (figure 2.6(b)).

Figure 2.6. Depicting the growth of exports and imports of royalties and license fees:

Asia-Pacific region and China

(a) China’s and the rest of Asia-Pacific’s growth of receipts and payments of

royalties and license fee (base index, 2001=100)

a WTO International Trade Statistics database, accessed 22 November 2012.
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Source: WTO International Trade Statistics Database, accessed 22 November 2012.

(b) Asia-Pacific’s increasing deficit with the world and China’s share

Box 2.3. (continued)

Table 2.2. Other commercial services exports breakdown

(comparison between 2001 and 2011)a

(Value in billions of United States dollar and percentage share)

Values in Values in
Shares in Shares in Share of AP Share of AP

2001 2011
AP AP in world’s  in world’s

2001 2011 2001 2011

Other commercial
140.06 593.15 100.0 100.0 20.4 26.5

services (total)

Communications services 6.14 15.73 4.4 2.7 17.6 15.4

Construction 10.11 51.08 7.2 8.6 31.8 50.2

Financial services 12.41 49.80 8.9 8.4 12.8 16.0

Insurance services 3.31 14.02 2.4 2.4 11.9 16.3

Other business services 81.01 341.11 57.8 57.5 24.0 31.9

Personal, cultural and
2.17 5.65 1.5 1.0 9.8 10.8

recreational services

Royalties and license fees 12.99 40.87 9.3 6.9 15.8 15.3

Computer and information
9.79 74.79 7.0 12.6 18.4 30.0

services

Source: ESCAP calculation, based on the WTO International Trade Statistics Database, accessed 23 October 2012.

Note: AP – the Asia-Pacific region.
a The values of 2001 exports for the Asia-Pacific region are biased downwards due to the lack of data for several Central Asian

economies. For detailed country-by-country data, consult the WTO International Trade Statistics Database.
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C. UPDATE ON SERVICES TRADE IN

THE DOHA ROUND9

The General Agreement on Trade in Services

(GATS) mandates WTO member Governments to

progressively liberalize trade in services through

successive rounds of negotiations. Under the

mandate of Article XIX, the latest round of

negotiations began in January 2000. In March 2001,

the Guidelines and Procedures for the Negotiations

on Trade in Services were adopted by the Council

for Trade in Services.

At the Doha Ministerial Conference in November

2001 the services negotiations became part of the

“single undertaking” under the Doha Development

Agenda, whereby all subjects under the

negotiations are to be concluded at the same time.

In the current Doha Round, the four major areas are

covered in the negotiations: market access;

domestic regulation; GATS rules; and the

implementation of LDC modalities. The Doha

Declaration introduced target dates for the

circulation of initial requests (30 June 2002) and

initial offers (31 March 2003) of specific

commitments; it envisaged that all negotiations,

which form part of a single undertaking, would be

concluded not later than 1 January 2005.

Due to the failure of the Cancun Ministerial Meeting

in September 2003, the GATSs negotiations, which

follow the request-and-offer approach, came to

a standstill. New timelines for negotiations were

decided in the July 2004 Package (Doha Work

Programme – Decision adopted by the General

Council on 1 August 2004), which injected new

momentum. A target date of May 2005 for the

submission of revised offers was set. The July 2004

package also recommended, inter alia, ensuring the

high quality of offers – particularly in sectors and

modes of export that are of interest to developing

countries – with special attention being given to

LDCs.

The Hong Kong Ministerial Declaration of

December 2005 reaffirmed key principles and

objectives of the services negotiations. The

Declaration called on members to intensify the

negotiations with a view to expanding sectoral and

modal coverage of commitments and improving

their quality, with particular attention being given to

the export interests of developing countries. The

Declaration also affirmed that LDCs were not

expected to undertake new commitments in this

Round. Annex C of the Hong Kong Ministerial

Declaration contained a more detailed and

ambitious set of negotiating objectives for guiding

members than provided by any previous such

document. Annex C also urged members to

intensify their efforts to conclude the rule-making

negotiations, develop texts for adoption on

disciplines on domestic regulation, and devise

methods for the full and effective implementation of

the “Modalities for the Special Treatment of Least

Developed Country Members”.

A change took place with regard to the modalities

for services negotiations. In GATS, bilateral

requests and offers are made and then all the offers

are merged into one schedule that becomes the

multilaterized commitment. Annex C envisaged that

the request-offer negotiations also be pursued on

a plurilateral basis and that the guidelines for

conducting the negotiations were also prescribed.

Under plurilateral negotiations, a group of members

with a common interest make a joint request

to individual members to improve specific

commitments in a particular sector or mode of

supply. Subsequently, they meet collectively with

the countries that have received this request. It is

up to each member to respond individually to the

collective request. Two rounds of plurilateral

negotiations were conducted in early 2006, based

on 21 collective requests that were formulated

mostly along sector lines. The results of the

plurilateral negotiations as well as additional

bilateral meetings were expected to be reflected in

a second round of revised offers. While Annex C

provided a deadline of 31 July 2006 for the

submission of these offers, all negotiations under

9 Based on information on services negotiations, available

from www.wto.org/english/tratop_e/serv_e/s_negs_e.htm.
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the Doha Development Agenda were suspended in

2006, due mostly to a stalemate over agricultural

and non-agricultural market access.

February 2007 saw a full resumption of the

negotiations. Meetings on services, as previously,

were organized mostly in the form of clusters for

organizing bilateral and plurilateral negotiations in

order to explore the scope for, and content of

improved offers. After several such clusters, the

prevailing sentiment was that the “plurilaterals” had

served their purpose for the time being.

Parallel to negotiations, the Chair of the Trade

Negotiations Committee, at the request of WTO

members, convened a “signalling conference” for

interested ministers as part of the “July 2008”

package. At the signalling conference, participating

ministers indicated how their Governments’ current

services offers might be improved in response to

the requests they had received. Although the

signals were not intended to represent the final

outcome of the services negotiations, they enabled

members to assess the progress made in the

request-offer negotiations while preparing new draft

schedules for submission. However, progress was

limited following the failure to conclude agriculture

and non-agricultural market access modalities in

the July 2008 package.  

As with other areas under the Doha Development

Agenda, the services negotiations entered into

an intensified phase at the beginning of 2011.  In

April 2011, the Chairman of the Council for Trade

in Services submitted a report to the Trade

Negotiations Committee on the achievements and

remaining gaps in all four areas of the services

negotiations: market access; domestic regulation;

GATS rules; and the implementation of LDCs’

modalities (WTO, 2011b). In December 2011, the

WTO Ministerial Conference adopted a waiver

which allows WTO members to deviate from

their most-favoured nation obligation of non-

discrimination in order to provide preferential

treatment to services and service suppliers from

LDCs.  Of the 158 WTO members, 34 are LDCs,10

which stand to benefit from preferential treatment

designed to promote their trade in those sectors

and modes of supply that are of particular export

interest to them.

The WTO Director-General, Mr. Pascal Lamy, in his

report to the General Council on 3 October 2012,

stated: “In the services area, no meetings of the

Special Session have been held.  A group of

members has reported, however, that they continue

to discuss alternative methods of negotiation aimed

at the further opening of trade in services. On rule-

making, the Chairs of the working parties on GATS

Rules and Domestic Regulation are each consulting

on ways to move forward the negotiations in their

areas, and their working parties are meeting during

the services cluster being held this week.” (WTO,

2012b).

Mr. Lamy noted that he was optimistic, as he had

seen the beginning of much-needed work to deliver

on a basket of issues. He stressed the need for

serious engagement in bridging gaps on those

issues in a pragmatic and constructive manner,

without setting a priori red lines, without pushing for

unattainable levels of ambition and stressing that

the key word must be to work on “deliverables”.

10 The total and least developed country membership numbers

include the Lao People’s Democratic Republic for which the

accession package was approved by the General Council of

WTO on 26 October 2012.
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WTO provides the following definitions of services

statistical data: The Balance of Payments Manual

(fifth edition) subdivides the current account

into goods, services (including government

services, n.i.e.), income (investment income and

compensation of employees), and current transfers.

The commercial services category is defined as

being equal to services minus government services,

n.i.e. The commercial services category is further

subdivided into transportation services, travel, and

other commercial services.

(a) Transportation services. This covers sea, air

and other transportation services including

land, internal waterways, space and pipeline

transport services that are performed by

residents of one economy for those of another,

and that involve the carriage of passengers,

the movement of goods (freight), rentals

(charters) of carriers with crew, and related

supporting and auxiliary services;

(b) Travel. This includes goods and services

acquired by personal travellers for health,

education or other purposes, and by business

travellers. Unlike other services, travel is not

a specific type of service, but an assortment of

goods and services consumed by travellers.

The most common goods and services

covered are lodging, food and beverages,

entertainment and transportation (within the

economy visited), gifts and souvenirs;

(c) Other commercial services. This corresponds

to the following components defined in the

Balance of Payments Manual (fifth edition):

(i) Communications services – includes

telecommunications, postal and courier

services. Telecommunication services

encompass the transmission of sound,

images or other information by telephone,

telex, telegram, radio and television cable

and broadcasting, satellite, electronic

mail, facsimile services etc., including

business network services, telecon-

ferencing and support services. It does

not include the value of the information

transported. Also included are cellular

telephone services, Internet backbone

services and online access services,

including provision of access to the

Internet;

(ii) Construction – covers work performed on

construction projects and installations by

employees of an enterprise in locations

outside the territory of the enterprise (the

one-year rule to determine residency is to

be applied flexibly). In addition, goods

used by construction companies for their

projects are included, which implies that

the “true” services component tends to be

overestimated;

(iii) Insurance services – covers the provision

of various types of insurance to non

residents by resident insurance enter-

prises, and vice versa, such as freight

insurance, direct insurance (e.g. life) and

reinsurance;

(iv) Financial services – covers financial

intermediation and auxiliary services

provided by banks, stock exchanges,

factoring enterprises, credit card enter-

prises and other enterprises;

(v) Computer and information services –

subdivided into computer services

(hardware and software related services

and data processing services), news

agency services (provision of news,

photographs, and feature articles to the

media), and other information provision

Annex

Definition and examples of commercial servicesa

a This text is taken from WTO statistical data sets – Metadata

from http://stat.wto.org/StatisticalProgram/WSDBStatProgram

TechNotes.aspx?Language=E3Def, accessed 23 March 2012.
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services (database services and web

search portals);

(vi) Royalties and license fees – covers

payments and receipts for the use of

intangible non-financial assets and

proprietary rights, such as patents,

copyrights, trademarks, industrial

processes, and franchises;

(vii) Other business services – comprising

trade-related services, operational leasing

(rentals), and miscellaneous business,

professional and technical services such

as legal, accounting, management

consulting, public relations services,

advertising, market research and public

opinion polling, research and develop-

ment services, architectural, engineering,

and other technical services, agricultural,

mining and on-site processing;

(viii) Personal, cultural, and recreational

services – subdivided into audiovisual

services, and other cultural and

recreational services. The first component

includes services and fees related to the

production of motion pictures, radio and

television programmes, and musical

recordings. Other personal, cultural, and

recreational services include services

such as those associated with museums,

libraries, archives, and other cultural,

sporting, and recreational activities.




