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Abstract: The global financial and economic crisis which t&drin 2007 had a considerable impact on
the international exchange of goods and services anthe intensity of global financial flows and
business activity. Starting with 2010, the EU-2@remmy returned to its previous trend of progresgive
more integration with the international economyténms of its level of credits and debits relatioe t
gross domestic product (GDP), having experienceziersal in 2009. The average value of EU-27 trade
flows of goods corresponded to 11.6 % of GDP inRQb from 9.8 % the previous year. The level of
trade integration of services rose to 4.0 % of GDR010, up from 3.9 % in 2008 and 3.8 % in 2009.
The basic challenge in EU countries promotion sgtn exporting a commercial service is to conginc
a foreigner to try a service that does not exist Vhe foreigners have to believe that the servittlebe

of good quality and will meet their needs. Usuathe foreigner forms that belief based on
recommendations, referrals, or somehow seeing eéhdcge provider in action. There are also several
roles that trade promotion activities can play unlding that belief or credibility. A national TP@eeds

to find or reinforce some special quality thataintry has so that when potential customers Heauta

a service supplier from this country, their firgsponse is, “Oh yes, I've heard good things about
services from your country.”
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1. Introduction

The importance of international trade is widelyogrized not only by the business sector, but aso b
governments. Governments all over the world hawgeweed and streamlined their trade policies
during the last decade. Economic reform programhaa®& improved the overall policy framework
and created a more favorable environment in maoptcies.

In spite of this considerable resource endowmerttaafe promotion programmes, these programmes
need to be selective in terms of products, funstiand/or markets. An equal distribution of trade

promotion resources over all products, functiond ararkets would obviously not make sense, as
resources would be spread to thinly to reach angsvaeritical mass.

In spite of this considerable resource endowmernitaafe promotion programmes, these programmes
need to be selective in terms of products, funstiand/or markets. An equal distribution of trade

promotion resources over all products, functiond ararkets would obviously not make sense, as
resources would be spread to thinly to reach angevaeritical mass.

In the context of globalization and increased caitipeness in the world market in general, and in
Central and Eastern European countries, in paaticgtructural adjustment programmes and trade
policy reforms are preconditions for economic ghioveind healthy trade performance. However,
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macroeconomic initiatives need to be complemented supported at the microeconomic and
operational level, in order to ensure a dynamidward-oriented and competitive business sector.
Firstly, there is a need to improve the export uppsponse through institutional strengthening and
enterprise-oriented assistance in areas such akigirdevelopment and adaptation, trade finance,
export quality management, export packaging, artebenanagement of imported inputs. Secondly,
efforts towards market expansion and diversificatioust be intensified, for example through the
strengthening of business information networks.

Trade Promotion Organizations (TPOs) have a broaddate to provide or coordinate trade support
services in these areas.

A Trade Promotion Organization (TPO) is definedtly International Trade Centre UNCTAD/WTO
from Geneva like a private or public institutiontlvithe main task to facilitate entry into foreign
markets for a collective group of exporters and ufacturers of the home country. Governmental
TPOs are those bodies set up by government agpistinfra-structure in order to facilitate fogei
trade in general, but exports more in particular.

2. Main Trends in International Trade with Commercial Services

World exports of commercial services increased8cpat to US$ 3.67 trillion in 2010 after dropping
12 per cent in 2009 (Table No.1)

Transportation was the fastest growing componertdoaimercial services exports in 2010, with an
increase of 14 per cent to US$ 782.8 billion. Tastdr growth of transport services is not surpgisin
since they are closely linked to trade in goodsctvisaw record growth last year. Travel grew irlin

with commercial services overall, whereas other ro@ntial services (including financial services)
advanced more slowly.

Europe’s exports and imports were both larger granother region’s in 2010 (US$ 1.72 trillion and
US$ 1.5 trillion, respectively) but they were atbe least dynamic, with growth of just 2 per cent o
the export side and 1 per cent on the import Sitie. reason for Europe’s poor performance can be
found in the weakness of travel services, whichided by 3 per cent on the export side and 2 per
cent on the import side.

The United States exported US$ 515 hillion in conmuiaé services in 2010, or 14 per cent of the
global total, making it the world’s largest export€he other countries in the top five were Germany
(US$ 230 hillion, or 6 per cent of world exportd)e United Kingdom (US$ 227 billion, also 6 per
cent of world), China (US$ 170 billion, 5 per cefitvorld) and France (US$ 140 billion, 4 per ceht o
world).

The United States was also the leading importeth wurchases of US$ 358 billion from foreign
providers, equal to 10 per cent of world importavas followed by Germany (US$ 256 billion, 7 per
cent of world), China (US$ 192, 5.5 per cent of ldjprthe United Kingdom (US$ 156 billion, 4.5 per
cent of world) and Japan (US$ 155 billion, 4.5 gamt of world). China replaced France as the feurth
largest exporter of commercial services, while Garynovertook the United Kingdom in second
place. China also moved up the rankings on the itrgide, taking over the third position from the
United Kingdom.

When trade within the EU is excluded, the Europgaion becomes the leading global exporter, with
services exports to the rest of the world totalffg$ 684 billion in 2010, or 25 per cent of global
trade. It is followed by the United States (with @& cent of the reduced world total), China (véth
per cent), Japan (with 5 per cent) and Singapoité @wper cent).

The European Union is also the top importer whaderwithin the EU is left out. Its imports from
non-EU countries in 2010 came to US$ 598 billion,28 per cent of world trade. The remaining
countries in the top five were the United Statesgér cent of world), China (7 per cent), Japapgb
cent) and India (4 per cent).
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Starting with 2010, the EU-2Z2conomy returned to its previous trend of progve$s more
integration with the international economy in teraidts level of_creditand_debitselative to_gross
domestic product (GDPhaving experienced a reversal in 2009. The aeevadue of EU-27 trade
flows of goods corresponded to 11.6 % of GDP inRR@p from 9.8 % the previous year. The level of
trade integration of services rose to 4.0 % of GD2010, up from 3.9 % in 2008 and 3.8 % in 2009.

a medium term strategy for fiscal consolidation.

Table 1 International Trade in Commercial Serviceof some EU Countries, in 2010

EXPORTS IMPORTS
Exporters Value | Share Annual Importers Value | Share Annual
(Billion percentage (Billion percentage
dollars) change dollars) change
World, 3665 100,0 8 World, 3505 100.0 9
of which: of which:
-Germany 230 6.3 2 -Germany 256 73 1
-United 227 6.2 0 -United 156 4.5 -1
Kingdom Kingdom
-France 140 3.8 -1 -France 126 36 0
-Spain 121 3.3 -1 -Netherlands 109 31 1
-Netherlands 111 3.0 0 -ltaly 108 3.1 1
-Italy 97 2.6 3 -Ireland 106 3.0 2
-Ireland 95 2.6 3 -Spain 86 2.4 -1
-Belgium 81 2.2 2 -Belgium 76 2.2 4
-Luxembourg 68 1.9 13 -Denmark 49 1.4 -1
-Sweden 64 1.7 9 -Sweden 48 14 6
-Denmark 58 1.6 7 -Luxembourg 38 1.1 8
-Austria 53 15 -1 -Austria 36 1.0 -2
-Greece 37 1.0 -1 -Poland 27 0.8 16
-Poland 32 0.9 11 -Czech Rep. 24 0|7 28
-Finland 25 0.7 -10 -Finland 23 0.7 -11
-Czech Rep. 22 0.6 10 -Greece 2( 016 2

Source: WTO Data
3. Main Approaches in EU Trade Promotion of Servics Exports

At micro - economic level, the main approach faeavices exporter is represented by his ability in
promoting his new product on the international nearkn this respect, the basic challenge in exporti

a service is to convince a foreigner to try a sErvhat does not exist yet. The foreigner has lieys
that the service will be of good quality and wilkeat their needs. Usually the foreigner forms that
belief based on recommendations, referrals, or komeseeing the service provider in action. There
are also several roles that trade promotion ams/itan play in building that belief or credibility

At macro — economic level, the main task in promgtihe national business oportunities in the field
of services on the international market is in ckasfjithe national TPO, which, in cooperation whib t
non — governmental organizations and the econopecators has to create a general favorable image
of a certain branch on a well defined segment efvtlorld market. In this respect, the national TPO
needs to find or reinforce some special quality tha national providers of a specific service haee
that when potential customers hear about a sestipplier from this country, their first responsg is
“Oh yes, I've heard good things about services fyaur country”. An example in this respect is the
following: when people think of computer softwareddT services, they think of India which now has
12% of the global market. Any Indian IT firm bernsffrom that reputation, which was built up over a
period of ten years.

Here are some questions to ask yourself to helgtianmal TPO to identify the competitive advantage
of the national providers of service:
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» Does the country have a geographic advantagef example, Panama is already known
for being a transportation and distribution hub doethe Panama Canal and its strategic
position between Central and South America. Basedtinfrastructure and links to four
submarine fibre optic cable systems, Panama canmanket itself as the regional hub for e-
services.

» Does the country have a language or cultural adaga® For example, Peru has large
Japanese and Chinese immigrant communities.

» Does the country have a human resources advantage@xample, Jordan has a number
of well- trained professionals who were trainedhe U.K., U.S., or France and have
extensive work experience in the Arab Gulf coustrie

» Does the country have a reputation for being pattidy business friendly or familiar with
other ways of doing businesk®r example, Barbados has a reputation as a jadijtistable,
open economy with over 8,000 offshore businesses.

» Does the country have a reputation in a particutactor that can be leveraged as a
country imageFor example, Jamaica has a global reputation @faggnusic, which is being
leveraged as a lead sector.

» Can the country provide the foreign customer acdesa range of other marketdzor
example, a CARICOM country like Trinidad & Tobagancposition itself as the gateway to
the Caribbean (and South America through links Witmezuela) for services like market
research.

4. Selecting Priority Sectors and Target Export Makets

Usually, a country is offering over 60 categoridsservices being exported. For successful trade
promotion, the national TPO will need to pick pitipisectors for the focus of its promoting resosrce
—i.e., sectors where the local companies have:

* Some competitive edge to exploit.
» Sufficient domestic capacity to support rapid exgoowth.
* Some potential for synergies among services.

» A service industry association to work with goveemhon trade promotion strategies.

In general, services are exported to a wider rafigearkets, at least 30 different export markdtant
are goods. For effective use of resources, thematiTPO will need to select geographic markets tha
hold the greatest growth potential. For this reagbae national TPO has to take into account the
following:
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» The number of firms already exporting to, or ingtee in, that market.
» Economic growth patterns in that market.

« Attitudes in that market towards importing services

» Historical links with that market, including investnt and tourism.

» Ease of access for exporters (direct flights, wsplirements).

» Ability to pay, including exchange restrictionsflation rate, currency stability.
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5. Planned Trade Promotion Activities

While goods promotion typically focuses on the ialgproduct (making use of virtual trade shows

and online catalogues), services promotion neefiscies on the solutions that can be provided by the
service companies. Customers are particularly ested in onestop solutions. For example, a
consortium that includes architecture and desiggijrneering, construction, and project financing is

more competitive than any of those services om then.

While there is a wide range of services being ebgabrfrom a trade promotion perspective there are
five general categories of services that beneadinfslightly different promotional approaches:

* Infrastructure services These include architecture, engineering, constmc
transportation, distribution, and financial sergice

* IT-related servicesThese include computer consultancy, software ldpweent, data
processing, database management, and call centres.

* Business servicegnon-IT-specific). These include a wide range ofihess support
activities such as research & development, equipnteasing or maintenance, market
research, management consulting, translation, ilgag®n & security, etc.

* Professional service§hese include the licensed professions (other #nehitecture and
engineering) like accounting, legal services, madi& dental services, nurses and
veterinarians.

* Quality of life servicesThese include education & training, health-ralatervices,
entertainment services, cultural services, rearatiservices, and sporting services.

There are eight general types of activities thatharoven useful in promoting the above mentioned
five categories of services.

» Participation in global or regional trade eventSor some services, there are annual or
biannual trade events that provide excellent prdfililding and networking opportunities.
Examples include CeBIT, Medtrade, and WTA. In sonstances, it is possible to find that a
regional trade event that is held in an export m@aok priority is even more useful. To
maximise effectiveness, it is useful to have soind kf export country presence — a booth
with information about service capabilities, a spaned reception for participants from
targeted export markets, speakers on the progttam, e

»  Sector-specific trade missionghese trade missions would be comprised of sefintes
that are already exporting or wishing to export.riaximise effectiveness, the TPO which is
in charge with the mission has to think to have esdimd of theme to the mission and
organise opportunities for mission participantsreet not only with potential customers but
also with potential partners. A component of thesin would be educational presentations
by mission participants. An example of this typenuision is the health services missions
Malaysia has led to Cambodia and Brunei in ordecdiovince local health practitioners to
refer patients to Malaysian hospitals for specéalisare.

» Cross-sector trade missionghese trade missions would be comprised of seffiiges
from several industries willing to work togethemmvide “bundled’ services.

» Partnering eventsThe purpose of such an event is to encouragebaolition between
organisations, either across national boundariesmss sectoral boundaries. Such events can
be held for service firms and/or for service indysissociations.

* Media tours.The purpose of this type of event is to promoteglofile of service firms’
capabilities in the media of developed markets whwedia coverage confers credibility. The
structure would be to identify a small group ofvéee firms with unusual capabilities and
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successes, and then to hire a public relations ifirthe target market to arrange a series of
media interviews with those firms.

* Incoming missionsincoming missions from target export markets pieva low-cost
opportunity to acquaint potential foreign customeith the capabilities of service suppliers.
The structure would be to have an business evewhih service suppliers could provide
useful information, followed by a networking redept

* Networking with investorsSometimes foreign investors import services (eisjlg
professional and business support services) bedhegeare unaware of local capabilities.
Providing a structured opportunity to highlight ipaal expertise gives the local firms the
chance to engage in exporting.

* Missions to international finance institution$hese missions would be comprised of
service firms that provide the types of servicesrantly being funded by international
financial institutions such as the World Bank, thgional development banks, or bilateral aid
agencies. The purpose would be to apprise theeoffiof the capabilities of country’s service
firms both to deliver IFI-funded projects in thewmuntry and also to deliver quality services in
other donor-funded markets.

6. Innovation and Services Export Readiness in EU@Lintries

Export readiness is the capability to succeed poexmarkets. Innovation links to export readin@ss
several ways. First, in order to resource a compaxport initiative effectively, it may need to
introduce internal organizational innovations tondiia different customer demands. Second, the
manager will find that his company will profit tiheost in an export market if it is offering a seeviar
service delivery process that is new to that tamgmtket. Third, in order to adapt to the culturatms

of the target market, it is very likely that thengmany will need to change features of its servicthe
manner in which its service is delivered (againremovative activity).

Exporting can strengthen overall competitiveneskdfcompany is able to select target markets where
the services it can offer are a good match witllloeeds and cultural values. Foreign customers can
offset low demand in a home market and may protiaiel currency earnings. However, because of
cultural variables, it is all too easy to misreadtomer needs, motivations and priorities. The siame
true with local partners and staff.

To improve a service company’s chances of expoctess through innovation, there are several
strategies to put into practice:

It has to target ethnic subgroups with cultureslainto the services provider.

* It has to target expatriates from the servicesigesis home country who are living in the
target market.

» It's very useful to find a local partner and leemh lead on issues of services design and
delivery that are culturally specific.

» It's considered to be efficient to hire local stéfir the lead front-office, high-contact
positions.

Entry into new export markets can be speeded upugfr strategic alliances with local service
providers. A local partner can vouch for the sesvexporter capabilities and can provide it with
ready-made networks. Strategic allies can also agtorter to succeed in third markets due to their
reputation and profile.
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