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Hein Roelfsema 

Kick-off: Servicification, STRIs and GVCs 
(in jargon…)
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The big picture (before COVID-19…), and motivation

1. Focus. Service trade is on the rise, direct cross border, but also 
importantly embedded in goods (Lucian Cernat). Many of these 
goods, especially from emerging markets are intermediate 
goods that feed into global supply chains, GVCs (much work by 
OECD).

2. Interest. The 2019 World Trade Report is (exclusively) on trade 
in services - not so much on embedded here - and the World 
Development Report 2020 (Pol Antras) is (exclusively) on GVC 
- not so much on services here….

3. Policy. ‘We’ are slowly coming to terms with policy restrictions 
that hamper trade in services (Ingo, WB, WTO, OECD), the 
STRIs, including digital indices (OECD). Measuring those 
restrictions structures and speeds up policy discussion and 
possibly trade liberalization. 

4. Kick off: Some stylized facts from our research.  3



The rise of emerging markets in trade in embedded commercial 
services…….
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…..is increasing associated with IT services….
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…..which supports overall digitalisation (and tradability)  of 
commercial services.



Asian countries score high on services trade restrictions….
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……..but low on applied tariffs…..



...but compared to their peers, Asean countries are overall 
liberalizers…..
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….with a focus on tariff liberalization, possibly connected to 
participation in GVCs….to which we turn next. 



Participation in GVCs is an increasingly important channel for 
commercial services exports…. 

8…...however, only few countries substantially improve services 
value chain positions as measured by a relative increase in 
forward linkages (but see China). 
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Regression analysis shows a correlation between STRI 
and Backward GVC participation…...

….which shows they are connected with backward 
linkages (imported inputs stuff) but forward linkages…..  



Restrictions seem more important for ASEAN countries…….
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….and have a negative correlation with forward participation for 
countries that have substantial backward participation.  



Christopher Findlay

Policy implications
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Value of making progress on 
liberalisation
• Our new work, plus earlier research, indicates the value 

of making progress, in terms of better access to 
services 

• In their own terms (productivity, competition, innovation, 
gains from trade, etc) but also because of their contribution 
to participation in global value chains. 

• How to do that?

• A long time ago, Francois and Hoekman concluded that 
in the WTO, the General Agreement on Trade in 
Services (GATS) had not been successful in achieving 
liberalization of services trade

• most policy change having been undertaken unilaterally 
• ASEAN, however, score high on STRIs (slide 6)  

• We will come back to unilateral action but, first, what 
about trade agreements?
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Using trade agreements

Consider the ASEAN Framework Agreement on Services. 

• Gootiz and Mattoo (2017): progress on services liberalisation in 
ASEAN for 2008 to 2012 and found that:

• commitments in AFAS had helped create policy certainty.  
• but commitments had not promoted greater openness

• Two exceptions - air transport reform and on professional services.   
• and generally actual openness was greater than the commitments made.   

• Yean and Das (2017): the free flow of services was impeded by
• limits on foreign equity shares 
• the lack of coverage of commitments in mode 4. 

• We found results like those of Dee: our team updated her 2015 study 
• First, change in actual policy is generally becoming more open (if it occurs)
• Second, the changes in commitments are also in the liberalising direction.  
• Third, there are substantial gaps between commitments & actual policy

• which creates scope for ‘backsliding’ with respect to actual policy.  
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The Dee suggestions 
• In 2015, Dee made two suggestions for progress

• A negative (rather than positive) list approach to 
scheduling commitments

• in which a sector and mode of delivery is regarded as open 
unless otherwise listed.

• A process of automatic bindings of policy changes
• to help close the gap between actual policy and commitments

• ASEAN Member States have since then negotiated 
a new format for services reform based on the 
negative list approach. 

• This is the ASEAN Trade in Services Agreement (ATISA) - 
concluded in November 2018.  

• It will be complemented by agreements on goods and 
investment.  

14



Complementary efforts 

1. Cooperate on the move to the negative list, including 
application of the STRI framework
• scope for useful cooperation to identify and document policy 

issues in a consistent manner.  
• The frameworks applied to develop the STRIs would be useful 

for that purpose.  
• With the addition of a clear shared and measurable objective, eg 

stronger GVC participation
2. Cooperate on regulatory reform

• Many of the impediments relate to differences in regulatory 
processes, not necessarily present for any protectionist 
purpose

• ‘Road test’ Hoekman’s supply chain council idea
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Complementary efforts (cont.)

3.       Pay more attention to barriers to digital transactions
• This mode is likely to grow post COVID, the STRI methodology has been 

applied to this mode, and can be used for benchmarking in ASEAN
• Adding to the goal of digital market integration to the list of shared objective 

(revamping the e-ASEAN concept)

• But also growth in this mode depends on all sorts of other services, eg 
finance, logistics, telecoms, broadband:  capacity in those sectors and their 
performance also matters, which depends on openness in those sectors

• New areas of services might also develop, eg GVC resilience services.  Here is the value 
of a negative list.

• See a TIISA working paper for more detail on this agenda.
• https://iit.adelaide.edu.au/ua/media/576/TIIS%20EXEC%20SUMMARY%20FINAL%20.p

df 
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Complementary efforts (cont.)

4.    Demonstrate the value of reform
• extensions of the STRI methodology (eg estimate the effects 

of policy changes on a performance indicator, like 
connectivity)

• How about a special index to indicate whether an economy is 
‘COVID-response ready’?

• case studies 
• In an effort to mobilise domestic political support by services users 

(especially GVC participants)

5.   Extend the sectoral priorities 
• Sectoral priorities provide examples of success, make it 

possible to mobilise interest groups, facilitate the 
measurement of change, etc

• ASEAN always had a range of sectoral priorities for reform 
(eg health, tourism, logistics, air transport)

• Add education and research
• in the context of the changes in processes of production and 

consumption that COVID has accelerated. 
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Ingo Borchert

Comments and insights

18



19
Jean Monnet Network

Trade and Investment in Services Associates (TIISA)

TIISA Webinar:
The impact of servicification 

on global supply chains 
in the ASEAN region

Introduction to 
2020 TIISA Annual Conference “Servicification”

Comments by Ingo Borchert
University of Sussex and UKTPO

08 June 2020



20
Jean Monnet Network

Trade and Investment in Services Associates (TIISA)

1) Role of foreign investment (Mode 3) for services trade
� Evidence from UK

2) Findings on servicification
� Embodied services export growth
� Services from IT sector

3) ASEAN services trade restrictiveness
� Services policy for connectivity
� Digitisation and sector boundaries

Agenda
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Trade and Investment in Services Associates (TIISA)

Services value-added exports

China’s pattern of specialization changes dramatically:

Source: Johnson 
(2014) Fig. 4A
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Trade and Investment in Services Associates (TIISA)

UK services exports by broad industry categories (£bn):

4 Caveat: only ~50% of BOP services trade covered

� substantial FDI involvement in Mode 1 services exports.  
Corroborating the value chain interpretation of ICIO

� Dynamics of Mode 3 increase rapidly in ASEAN:
inward FDI → services DVA

Services Exports (UK)

Source: ONS (2020) Experimental dataset: UK trade in services by business characteristics, 
2016-2018.  Calculations: Borchert and Magntorn Garrett; Average values. Numbers are based on 
averages across 2016-2018 and exclude any values undefined by industry or business characteristics. 
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Trade and Investment in Services Associates (TIISA)

Services exports, FDI and GVCs: Forward linkages

Services Exports (UK)

Source: Borchert and Magntorn Garrett (2020), UKTPO blog.  Based on ONS (2020) Experimental 
dataset: UK trade in services by business characteristics, 2016-2018; and WTO-OECD Trade in 
Value Added (TiVA) database (2015 release).
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Trade and Investment in Services Associates (TIISA)

Servicification

Figure 6: services export growth decomposition:
4 Servicification and boundaries of the firm: 

domestic outsourcing or international offshoring
4 Which services are driving Mode 5 from emerging 

economies?
4 Is the rise in embodied services inputs associated with 

more liberal services trade policies, across 
country-sectors or over time? (ASEAN study)

4 Destinations: ‘Factory Asia’?
� Economic geography of GVCs
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Trade and Investment in Services Associates (TIISA)

IT services growth

Figure 7: surging exports from IT sector 
4 Surprising: software as textbook example of embodied 

services inputs;  growth rate from much smaller base
4 Industry vs Product distinction: IT services may be 

provided by firms from other sectors, and conversely 
IT services may be recorded elsewhere e.g. EBOPS 
SH3 “Licences to reproduce and/or distribute 
computer software”

4 Policy ramifications outside the scope of ICIO:
� Mode 4: H1b visa quotas most binding constraint on 

Indian exports of BPO services, the more so since BPO 
has upskilled to KPO
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Trade and Investment in Services Associates (TIISA)

Policy analysis using the STRI framework:

4 Services Trade Policy Database (STPD) and STRI scores 
to increase policy transparency and enable reform 

4 Long history of “binding gap” and “aspiration gap”

ASEAN Integration

Source: Gootiiz and Mattoo (2017) Fig. A2. 
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Trade and Investment in Services Associates (TIISA)

Services and Connectivity
Air passenger transportation: intensive margin vs extensive margin
� Implications for air cargo connectivity

Source: Borchert, Gootiiz, 
Grover and Mattoo (2015)

BASA provisions affecting 
frequency/capacity, eg. 
including fifth freedom 
rights, weekly flight 
limitations, designation 
clauses 

Marginal effect: 25-40%
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Trade and Investment in Services Associates (TIISA)

Services and Connectivity

Number of flights per airline and restrictive air transport policies:

Source: Borchert, 
Gootiiz, Grover 
and Mattoo (2015)
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Trade and Investment in Services Associates (TIISA)

Services and Connectivity

Substantial part of seemingly exogenous distance elasticity is actually 
driven by maritime trade costs, which are amenable to policy reform.

Source: Bertho, Borchert and Mattoo (2016), Journal of Comparative Economics 44 (2)

Maritime Transport Costs

Marginal effect: 26-68%

Seaborne Trade Flows

Marginal effect: 48-77%
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Trade and Investment in Services Associates (TIISA)

4 Three findings on what drives rise in commercial services trade
� International exchange of services is more important than 

most people think
4 Servicification shown as relevant in ASEAN context on how 

services trade and digitisation can contribution to GVC integration
� Backward GVC linkages in ASEAN vs forward linkages UK

4 Important, useful and actionable insights for policy going forward 
from STRI analysis;  lessons for pilot APEC process

4 2016-19 WB STRI comes novel quantification methodology that 
enables counterfactual scenarios at measure level

4 Potential to link insights to new datasets e.g. on e-commerce 
provisions in PTAs, ECIPE’s DTE, etc.

Comments (I)
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Trade and Investment in Services Associates (TIISA)

4 Impact of digitisation: blurring/irrelevance of traditional sector 
delineations: FinTech, AliPay:
� Big difference btw classifying all of Googles services as IT 

(Google presumably ISIC 63) or as financial, telecoms, 
consultancy, AV, recreational etc services (EBOPS side)

� Salient aspect of e-commerce is e-payments, and here 
governance of data flows is much more binding constraint to 
e-commerce uptake than regular banking sector restrictions

4 Digitisation offers immense opportunities (SMEs) but potentially 
serious regulatory challenges re: competition and privacy

Comments (II)

Thank you


