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Services trade in UNECE member States
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- Trade in services contribution to GDP varies from 317% . Heterogeneity due to different levels of
(Luxemburg) to 7.8% (Kazakhstan). development among members

Compare:

Share in world: CIS countries 1.13 % VS EU countries — 100
%

Predominant services: CIS counties - trade-related services
(distribution), transports, telecommunication, IT and
audiovisual services VS EU countries - other business
services (excluding trade-related), trade-related services
(distribution), insurance and financial services.

Modes of supply: For both CIS and EU countries modes 1
(cross-border supply) and 3 (commercial presence) are the
main modes of supply (approx. 40-50% each)

Source: Trade in Services by Mode of Supply (TISMOS) dataset, WTO
(2022)

Source: World Bank Group (2022)
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Indeed, Malta and Luxembourg are included in the figures for the EU. In the EU in general, this figure fluctuates between 13% (Italy) and 317% (Luxembourg), with the median around 27-30%. It mostly depends on the economic structure of each economy. Luxembourg's trade in services is heavily dominated by financial services, while Malta's, as mentioned by Tony, focuses on financial services and hospitality.
 
 
The trade of services as a percentage of GDP is not as high in the EU compared to some other regions, particularly Asian economies (like Singapore), and is also relatively lower than in Georgia and Armenia, due to several structural and economic factors:
 
High Level of Intra-EU Trade: A significant portion of the EU's trade activity occurs internally among its member states. This intra-EU trade is large and significant but does not impact the services trade percentage of GDP in the same way as international trade. In 2021, intra-EU trade was valued at EUR 6.786 trillion, highlighting the extent to which EU economies trade with each other rather than engaging extensively in external services trade.
Economic Structure and Diversification: The EU has a well-diversified economy where services, manufacturing, and agriculture contribute to the GDP in a balanced manner. This diversification means that while services are crucial, their relative share in terms of international trade may not appear as pronounced when compared to regions where other sectors are less dominant.
Regulatory and Market Factors: The EU's regulatory environment and market structures also influence the extent of services trade. The EU has stringent regulations that can sometimes limit the extent of trade in certain services sectors outside the union. Moreover, the presence of established domestic service providers across various sectors reduces the need for importing services, which affects the overall percentage of services trade relative to GDP.
Global Trade Dynamics: Comparatively, regions like Hong Kong and Singapore, which have extremely high services trade percentages of GDP, operate as major global trading hubs with less emphasis on domestic market interactions and more focus on transnational services facilitation. The EU, while being a significant global player, has a more internally focused trade dynamic because of its single market system.
 
These factors collectively contribute to why the trade of services as a percentage of GDP in the EU is lower compared to some other economies. 
 
Also, when it comes to Armenia and Georgia more specifically, there are a few additional factors that can explain the relatively high numbers of the contribution of services trade to GDP:
 
Armenia has been receiving government and international support for SMEs in sectors like tourism, which has indirectly boosted the service sector. 
 
Georgia's policies have supported the growth of tourism, banking, and real estate by enhancing infrastructure, promoting tourism, and creating a favourable investment climate. This has led to increased service exports and a higher contribution of these sectors to the GDP.
 
Moreover, the recent immigration from the Russian Federation and Belarus has also contributed to the increased numbers of services trade contribution to GDP by increasing demand in the real estate, service, and tourism sectors. These effects, however, are more nuanced and distributed unevenly across different social strata.


https://data.worldbank.org/indicator/BG.GSR.NFSV.GD.ZS?contextual=default&end=2022&locations=AZ-AM-BY-GE-KZ-KG-EU-LU-MT&name_desc=true&skipRedirection=true&start=2022&view=bar
https://www.wto.org/english/res_e/statis_e/gstdh_mode_supply_e.htm

The role and relevance of services for UNECE member States
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Services are the key pillar in advancing SDGs in the UNECE region. They
provide significant opportunities for export-led, growth, economic
diversification, FDI and integration into GVCs.

Value-added services (% of GDP) in Europe and Central Asia (excluding high-
income) — 2010-2022 stood at 50% (World Bank Group 2024).

Substantial employment opportunities and promotion of MSMEs and gender
inclusivity (e.g., EAEU Digital Agenda: a 2.4% increase in employment rates
by 2025).

Development of new economic sectors: medical tourism (Hungary),
sustainable tourism (Slovenia), fintech innovation (Switzerland).

Support with infrastructure development: e.g. Turkmenbashi International
Seaport and the Ashgabat International Airport (Turkmenistan) to facilitate Ll
regional trade and connectivity.

Increased demand for digital connectivity and related services, due to
COVID-19 as well as the landlocked position of many member States in the
region. Photo: Turkmenbashi International Seaport

Support the circular economy and low-carbon economy transition.
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"Value added services" as a percentage of GDP refers to the contribution of the service sector to the total economic output of a country, measured in terms of gross domestic product (GDP). The value added by these services is calculated by subtracting the cost of intermediate goods and services used to produce these services from the gross output, resulting in the net output or "value added" by the sector. This measure is expressed as a percentage of total GDP, indicating the importance of the service sector in the overall economy​ (World Bank Group).
 
 
The significance of service sector contributions to GDP varies according to a country's level of development. In developed countries, the service sector often accounts for a higher percentage of GDP, reflecting a more diversified economy and a higher level of economic sophistication. These economies typically have advanced financial, professional, and information services that add significant value. In contrast, developing countries may see a smaller proportion of their GDP coming from services, often due to a larger emphasis on agriculture or manufacturing. Least developed countries usually have the least developed service sectors, with limited contributions to the national economy beyond basic services, reflecting their stage in economic development​.
 
For example, the figure stands at 69.9% for high-income countries. For low-income countries, it comprises 34.4%, for lower-middle-income countries 46.7%, and for middle-income countries 52.2% (see a Figure below). Thus, one can observe incremental growth which hinges upon the level of economic development.
 
  



UNECE PPP and Infrastructure Evaluation and Rating System (PIERS):
supporting services development
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PIERS is a platform to align PPP and infrastructure projects with the SDGs

PIERS online platform
Statistics since its launch in December 2023

93 projects evaluated

@ 44 countries

F 18 sectors (Energy, Transport & Health)
o

41 .4 billion USD



UNECE work on innovation: enhancing services sectors in
the Western Balkan region
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ETIN Events Focused on the Western Balkans: ETI N s

0000
« "The Role of Transformative Innovation in Supporting the Digital and Green Transformations in  wxovarion network -

INNOVATION NETWORK
the Western Balkans,” 20 & 21 September 2023, Przno, Montenegro
« "Unlocking Innovation in Services in the Western Balkans,” 13 & 14 May 2024, Geneva, Switzerland

Services innovation, particularly in Business Process Outsourcing (BPO), is crucial for the Western Balkans
as it drives economic diversification, enhances competitiveness, and creates high-skilled job
opportunities, thereby fostering regional economic growth and stability.
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Constraints In services trade in UNECE Member States

REGULATORY BARRIERS:
COMPLEX REGULATIONS

il

INSTITUTIONAL
WEAKNESSES: WEAK
GOVERNANCE, LIMITED
CAPACITY

e

[e]

FINANCIAL
CONSTRAINTS: LIMITED
ACCESS TO FINANCING

O

MARKET ACCESS
RESTRICTIONS:
LICENSING AND

CERTIFICATION ISSUES

-

TRADE POLICY AND
BARRIERS: REGULATORY
RESTRICTIONS, WEAK IPR

PROTECTION

-

INFRASTRUCTURE
DEFICIENCIES:
INADEQUATE DIGITAL
INFRASTRUCTURE

&

POLITICAL AND

ECONOMIC INSTABILITY:

UNPREDICTABLE
BUSINESS
ENVIRONMENT

@

HUMAN CAPITAL
CONSTRAINTS: SKILL
GAPS



How UNECE can help overcome these constraints

(@UNECE I D D DN . I S —— N N N —— I

s

3

 Implementation of trade facilitation measures such as Single Window systems and
standardized regulatory frameworks (UN/CEFACT standards and recommendations).

+ Development of Trade Facilitation Roadmaps and Business Process Analysis.

« Targeted support of high-potential sectors like agri-food, (UNECE initiatives in Central
Asia to boost agri-food supply chains).

« Workshops, training, and technical assistance programs to enhance the capabilities of
businesses.

* Support with the implementation of PPPs projects (UNECE's PPP and Infrastructure
Evaluation and Rating System (PIERS)).

* Efforts to reduce trade barriers and enhance connectivity in Central Asia and beyond
(UN/CEFACT standards and recommendations, SPECA Trans-Caspian Digitalization
Roadmap).

* Promotion of e-services & enabling MSMEs to participate in international markets
(Integrated services platforms (ISMIT).

« Strengthening regulatory frameworks and institutions (UNECE Studies on Regulatory and
Procedural Barriers to Trade)

* Circularity Circular STEP initiative.

+ Sustainability Pledge and the development of the UNECE Recommendation 49
“Transparency at Scale".




Steering Committee on Trade Capacity and Standards
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Revised terms of reference of the Steering Committee on Trade Capacity
and Standards

The Steering Committee on Trade Capacity and Standards is an
intergovernmental body that oversees and guides the development of
international norms and standards, procedures and best practices that reduce
the costs associated with export and import processes and increase the
efficiency, predietability and transparency of trade regulations and procedures
and the movement of gonds and services.

Economic Commission for Europe

Steering Committee on Trade Capacity and Standards

Eighth session
Geneva, 2627 (am) June 2023

Report of the Steering Committee on Trade Capacity and
Standards on its eighth session

88.  The representative of Kyrgyzstan indicated that digitalization 1s an irreversible
process and, thus, it 1s urgent to address the remaming gaps in its understanding. He gave
examples of various barriers highlighted by the business that preclude them from the full
uptake of digital solutions, including tariffs for services in the marketplaces and high logistics
and storage costs.
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United Nations ECEcresonss
N, Economic and Social Council  pise: General
13 April 2023

Original: English

Economic Commission for Europe

Steering Committee on Trade Capacity and Standards

Eighth session

Geneva, 26-27 (am) June 2023

Item 7 of the provisional agenda

Lessons learned from the Studies on Regulatory
Barriers to Trade and country follow-ups

Lessons learned from the Studies on Regulatory Barriers to
Trade and the Way Forward

Note by the secretariat

Summary

The Steering Committee on Trade Capacity and Standards at its seventh session on 27-28
June, 2022, expressed appreciation of the Secretariat’s work on the Studies on Regulatory
and Procedural Barriers to Trade (RPBT studies) conducted over the years and asked the
Secretariat to prepare a follow-up report on lessons learned from these studies and possible
way forward (ECE/CTCS/2022/2, Decision 2022-10).!

The objective of this note is to provide an overview of RPBT studies undertaken since 2012
in selected countries, summarize lessons learned, and provide options for possible ways
forward. This note addresses emerging trends in the current policy-making agenda, suggests
a set of specific recommendations to further enhance the potential of studies to better
contribute to the attainment of the Sustainable Development Goals 2030,
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Creating favourable policy and regulatory environments to support service sector growth (Recommendation for the way forward, SCTCS 8th session)



THANK YOU

CONTACT

Economic Cooperation and Trade Division
United Nations Economic Commission for Europe
Palais des Nations, CH-1211, Geneva 10, Switzerland

Elisabeth Tiirk

Director of the Economic Cooperation and Trade Division
Tel. +41 (0) 22 9175271

email. elisabeth.tuerk@un.org

Twitter. @ElisabethTuerk
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