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ñCan the rest of the world not 

do something for US?ò

Ratan Tata



GLOBAL TRENDS IN DEMAND 

FOR SERVICES

Imani Development



Rapid growth in trade in services

US$ billion

Imani Development

Source: WDI (2009)



Imani Development

Relative to trade in goods a long way to go

ÅAnd only 2% of the total contract of outsourced business 
is offshored

» Estimates for end 2003 by Nelson Hall

Harvard Business Review



Increasing role of developing 

countries
Å South ïSouth 

trade in mode 1 
and 2 represents 
about 10% of 
world trade in 
services

Imani Development



Imani Development

Increasing opportunities for new entrants in 

areas such as BPO

Source: 2005 MacKinsey offshoring survey



How are services exported? Limited 

data (not captured in IST)  buté.

Note: More 

than 30% of 

FDI in 

developing 

countries 

originates from 

developing 

countries 

(South Africa, 

Mauritius, 

Kenya)



EU AS A MARKET FOR 

SERVICES



EU market size 
Destination for nearly 40% 

of world exports

Ådestination for nearly 

40% of world services 

imports

Intra EU trade is important 

but not the whole story

ÅIntra EU: 65% of FDI in 

services and 59% of 

services imports

ÅIntra EU trade has been 

slowing (convergence)

ÅExtra EU imports are 

23% of world market

US$ bn (WDI)



EUôs main import partners and 

Eastern and Southern Africa (úbn)

ÅOECD accounts 

for 80% of extra 

EU imports

ÅACP accounts for 

2% (South Africa 

ranked 14th)

2006 

World 939633

Europe 650299

North America 159643 24.55%

China 11334 1.74%

India 5548 0.85%

Africa 28801 4.43%

Egypt 5026 0.77%

Ethiopia 201 0.03%

Kenya 946 0.15%

Mauritius 901 0.14%

Nigeria 1161 0.18%

South Africa 4357 0.67%

Rwanda 30 0.00%

Seychelles 164 0.03%

Sudan 163 0.03%

uganda 195 0.03%

Zambia 122 0.02%

Zimbabwe 117 0.02%



EU imports by item (2006)

Africa ACP (excl SA and Nigeria) exports to the EU 

are 36% Travel and 31% Transport
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A very differentiated market

Country size 
(2007 úbn)

ÅGermany 
188.7

ÅUK 147.1

ÅFrance 95

ÅItaly 88

ÅMalta 1.6

Ways of doing 
business

ÅLanguage

ÅFamily 
owned 
versus MNE

ÅOpenness

ÅAttitude

19%

15%

9%

8%8%

41%

Germany

UK

France 

Italy

Netherlands

Rest 

Imports 2006



Not just about current imports 

but total market size
ÅEU non financial services sector employs 

around 79 million people. 

ÅImportance varies: 68% of GDP (non 

financial) in Luxemburg; 40% Slovakia

ÅOpportunities different to the import profile

Sector Turnover (úmillion)

Total (NF) Services 12,774,122

Wholesale 4,603,996

Retail 2,271,831

Motor trade 1,326,723



A closer look at business 

services (2004 úmillion turnover)



Increase in Business services 

turnover from 2000-05

Eurostat STS



EU services providers generally 

very competitive
ÅOpen environment and strong presence of 

international companies

ÅA key exporter and runs a trade surplus 

with the rest of the world



SERVICES EXPORTS IN 

EASTERN AND SOUTHERN 

AFRICA



Relative services export performance: 

selected countries in Eastern, Southern 

Africa
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Export pattern of selected 

African countries
Transport Travel Computer ICT IFS

Mauritius 21% 60% 16% 3% 1.6%

S. Africa 12% 67% 12% 3.6% 7.3%

Rwanda 40% 42% 13% 0.8% 3.8%

Zambia 37% 48% 10% 9% 3.7%

Kenya 50% 34% 14% 11% 6.4%

World 23% 26% 42% 7.4% 7.8%

India 10% 11% 73% 42% 4.2%

China 23% 37% 40% 4% 0.7%

Do not see a significant revealed comparative 

advantage outside of the traditional areas.

But need to look at the dynamics

WDI (2009)
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Many developing countries are putting themselves on the 

map: Global Services Location Index

1. India 

2. China 

3. Malaysia 

4. Thailand 

5. Brazil 
6. Indonesia 

7. Chile 

8. Philippines 

9. Bulgaria 

10. Mexico 

11. Singapore 

12. Slovakia 

13. Egypt 
14. Jordan 

15. Estonia 

16. Czech Republic 

17. Latvia 

18. Poland 

19. Vietnam 

20. United Arab Emirates 

21. United States (Tier II)* 
22. Uruguay 

23. Argentina 

24. Hungary 

25. Mauritius 

26. Tunisia 

27. Ghana 

28. Lithuania 

29. Sri Lanka 

30. Pakistan 

31. South Africa 

32. Jamaica 

33. Romania 

34. Costa Rica 

35. Canada 

36. Morocco 

37. Russia 

38. Israel 
39. Senegal 
40. Germany (Tier II)* 
41. Panama 

42. United Kingdom (Tier II)* 
43. Spain 

44. New Zealand 

45. Australia 

46. Portugal 
47. Ukraine 

48. France (Tier II)* 
49. Turkey 

50. Ireland 

 
AT Kearney (2007)



BARRIERS TO EXPORTING 

SERVICES



The nature of constraints

Regulatory

EU

ÅDirect: Nationality, 
ENT

ÅIndirect: Public 
provision, 
Qualifications; Visa

Domestic

ÅAbsence of cyber laws

ÅAbsence of enabling 
legislation for e.g. 
testing

Demand

EU

ÅOligopolistic

ÅCustomer preferences

ÅMarket information

ÅProximity to market

Domestic

ÅMarket size

Supply side

Domestic

ÅInfrastructure

ÅSkills shortages

ÅAccess to finance

Business constraints


