3

CISC Centre for Innovation &
Structural Change

WWW.CiSc.ie

CISC Working Paper No.19  September 2005

GLOBALISATION OF SERVICES: TRADE, FOREIGN DIRECT INVESTMENT AND REGIONAL

DEVELOPMENT

Konstanze Hochtberger*

Acknowledgement: This paper was written as part of Michael Storpecourse
Globalization: Theory and Evidence at the Department of Urban Planning, UCLA in
the winter term 2005. The author wants to thankhde Storper for his thoughts and
comments on an earlier draft of the paper.

! Centre for Innovation & Structural Change, National University of Ireland, Galway,
Ireland. Konstanze.hoechtberger@nuigalway.ie



Abstract

This paper examines the ways by which the procésglabalisation coupled with
advances in information and communication techriel@ICTs) affects technology-
intensive business services sectors. By elaboratinipe nature of trade, foreign direct
investment (FDI) and international production sgss in technology-intensive
business services, it attempts to provide a casitEmmsessment of the development
prospects for regions incorporated into the sesterherging international division of
labour. Services firms and also manufacturing fjrmisich locate their internal services
functions inoffshore locations use a variety of international servidefivery modes
and apply them in complementary ways. Servicesteadt! FDI statistics are of limited
value to grasp this complexity. Thus, the papewdran selected country case studies
to consider centralisation and decentralisatiordéenies in the services sector and
regional development implications of a globalissgyvice economy. Although global
cities dominate in the sector’s geography, the pépds that services globalisation by
the means of ICTs offers development prospecttegs advanced regions in the world
economy.



1 Introduction

The relationship between services and globalisatsoriwofold. First, developments in the
services sector drive the current process of gisdiibn as services industries like those linked to
information and communication technologies (ICTgvén facilitated and deepened global
economic integration (Miozzo and Miles, 2003). Baeeond aspect concerns the ways by which
the process of globalisation affects services itrthss The paper focuses on this latter aspect by
considering the nature of international servicesviies and the emerging global locational
pattern of the service economy.

A carefully performed analysis of international\gees statistics reveals substantial and partially
unanticipated results regarding the nature and dkint of services internationalisation.
However, this essay does not attempt to providatesscal overview of global trade patterns and
investments in the services sector. Borga and M2004) illustrate in detail the nature of US
services trade and affiliate sales, Daniels (2@i&jusses services trade patterns of the EU and
Mallampally and Zimny’s (2000) analysis considelgbgl trends and patterns of FDI in services.
Rather, this essay is concerned with firms’ motora&g and strategies that underlie the
complexity of service globalisation.

Services comprise a broad array of different awtisiwith very different characteristics in terms
of productivity levels, growth dynamics, tradaljiliand locational behaviour resulting in a
complex pattern of their global geography. Howevtke, growth and the internationalisation of
the business services sector are widely acknowtetlgelay a particularly important role in the
contemporary world economy (Brys@hal., 2004). Miozzo and Soete (2001) point to the key
importance of technology-intensive business sesvigeared to the generation, processing and
distribution of information in the current procedglobalisation and structural change.

By taking the sub-sector of business serviceseaelaéd ICTs as a case study (e.g. computer
services), the paper first illustrates the diffén@rodes by which services are delivered to foreign
markets. Section 3 examines the nature of intenatitrade in technology-intensive business
service sectors and provides some country casg sttidence highlighting the peculiarities of
services trade. Section 4 considers the value oksof the existing theoretical explanations for
services trade patterns in the world economy. Syums#ly, section five illustrates firms’
different motivations in undertaking foreign dirégtvestment (FDI) in services and considers the

resulting international production strategies. Becé provides concluding remarks regarding the



regional development prospects for places incotpdranto the emerging geography of services

globalisation.

2 The modes of services globalisation

Rubalcaba-Bermejo and Cuadrado-Roura (2002) identdur dimensions of services
globalisation that refer to international flows,twerks, brands and trademarks within the
services sector. The multidimensionality of thigniework points to the complexity associated
with the globalisation of services and highlighte significance of services internationalisation
through non-equity based, network forms of orgammasuch as franchising agreements. The
following section, however, accounts just for thestfand more ascertainable dimension of
services globalisation, which covers internatiopatvices flows by the means of international
services trade and international movement of faavdproduction.

In their account of the internationalisation of 1i& service economy, Borga and Mann (2004)
distinguish two channels of international servilmavk to foreign markets. Cross-border services
exports and imports defined as transactions betwesadents of two countries represent the first
delivery channel. This category also covers crassidr trade occurring within multinational
companies, e.g. parents’ receipts of royalties layahse fees from their foreign affiliates, that
accounted for 29 percent of total US services daspand 23 percent of total imports in 2002.
This large share provides a first indication of teatral importance of international production
strategies adopted within the services sector. oi8kcthey identify direct investment as the
second channel of service delivery to foreign miarkiee extent of which is measured by sales of
foreign affiliates. Affiliate sales differ from css-border services transactions because under the
residency principle of balance-of-payments accogptaffiliates are regarded as residents of the
countries where they are located rather than otthmtries of their owners.

In collaboration with other multilateral agencidse UN (2002) provides a further classification
system of international services flows. The Manoal Statistics of International Trade in
Services describes four modes through which seswitight be traded internationally. The first
category ofcross-border supply involves services transactions between residdrtgsomcountries
without either supplier or consumer moving into teeitory of the other. This category also
covers receipts from royalties and license feescdntrast, the second mode adnsumption

abroad involves a process by which a consumer movesadaireign country to obtain a service.



The third mode is that of @mmercial presence that matches Borga and Mann’s (2004) category
of services delivery through the channel of dineeestment. They furthermore distinguish the
mode of presence of natural persons by which a foreign services supplier moves to the
consumer’s country to provide a service oneaporary base. This category also includes
intrafirm transfers of personnel and businessoisit

Roberts (1999) delivers an even more elaboratedsifilzation of business services firms’
international activities and distinguishes five rasf services exports and four variations of
overseas presence that in addition to foreign-owaféliates include franchising and licensing
operations. She argues, that business services iini@rnationalize in an evolutionary manner by
using a variety of methods of exporting. The in&tionalisation process often begins with
domestically located exports and progresses to the establishment s#aces production facility

for servicing the local market and can even invahe setting up of amternational production

unit that is integrated into international servicesdoiciion networks.

The World Investment Report pays particular attentod the phenomenon of servia#tshoring
(UNCTAD, 2004). Driven by advances in ICTs, theattability revolution” experienced by some
services sectors facilitates the production ofisesy or parts thereof, in locations offshore from
firms’ home countries. The strategic choice of taoss for the different parts of the services
value chain can thus be made in line with compagatidvantages of individual locations. The
report distinguishes two essential modes by whiifshoring of services can occur. The first
category that is described astrafirm, captive offshoring involves internalized international
production strategies by setting up services aféis abroad and corresponds with Robert’s
(1999) notion of an international production uiiithe second mode is calleffshore outsourcing
and is associated with the outsourcing of servpesluction to third party services providers
abroad. The third party providers located abroadeaither be local firms or foreign affiliates of
other Transnational Corporations (TNCs). The modeofishore outsourcing is not only
associated with UN’s (2002) crossborder supply mofiservices, as it can also involve the
temporary movement of personnel. The complex ptg&actures that occur in the outsourcing
of IT services to Indian software services supplieften involve offshore, crossborder service
trade and onsite project workody-shopping) by the temporary movement of software engineers
to the client’s home country in a complementary near{Aroraet al., 2001).

Table 1 provides an attempt to compare the four classiinaschemes and identifies their

overlapping. Two further distinctions are made rdgey the intrafirm crossborder trade of core



and non-core services and the establishment ofmiatienal production units in core and non-
core service activities. The extension accountstifi@e complexity related to the process of
economic globalisation that triggered increasingwi of shared services within both
multinational services and manufacturing firms. &hson these considerations, the table
identifies ten different modes of internationalvsegs delivery to foreign market, of which the
typesU - O represent direct services trade and the typed] reflect indirect services trade by
the means of FDI. For practical reasons, the esdallowing sections refer to the identified ten
types of international service delivery by using #issigned numbers. The table’s last column
provides examples for each type of internationalises delivery from the case study of the

computer services sector.

3 Thenature of international servicestrade

The growth of international services trade hasiveckan enormous amount of attention among
international policy makers and in the media. SiteeUruguay Round, trade negotiations aim at
bringing international trade and investment in @&y under multilateral rules as summarized by
the General Agreement of Trade in Services (GAT®e broader public interest in services
globalisation is reflected in the numerous medports published in recent times on the topic of
international services outsourcing and captive haffi;ng (Amiti and Wei, 2004). The press is
mainly concerned with the associated job lossebendeveloped countries. In this context it is
often referred to services related to ICT that, abyliverse set of organizational modes and
arrangements, are exported from developing couwnsteh as India into the US economy.

Some of these reports give the impression thatriat®nal services trade is exploding, while
empirical evidence for the US does not confirm themd (Amiti and Wei, 2004). Furthermore,
most of the pessimistic calculations use the pdake economic and technology boom as the
base for analysis, ignore the dollar overvaluatma are thus misleading (Mann, 2003). The
WTO (2004) calculates that not more than approxtgat00,000 US jobs have been lost due to
international services outsourcing. It is alsoreated that for each dollar value of outsourcing,
there is a net gain of 14 cents to the US economeytd the increased productivity generated by
the offshoring of business services activities. tihenmore, home country employment in
industries that are most affected by services ofisly shows dynamic growth (UNCTAD,
2004).

In contrast to press reports overstating the exténservices trade, Rubalcaba-Bermejo and



Cuadrado-Roura (2002) refer to the ‘paradox of iserwglobalisation’ when considering
international trade figures in services. While s=% represent about 70 percent of the most
advanced economies’ GDP, commercial services tedeunted for about only one fifth of
world trade in goods and services in 2003 (WTO,40Thus, measured in relative terms, the
trade in services still lags behind that of the ofacturing sector. The explanation for the gap
between the globalisation of services and that afiufacturing is complex. First, tariff and non-
tariff barriers are still a major factor hamperimgernational services transactions. Second, the
non-storability and the intangibility of many sexes still necessitates close client-supplier
interaction and render the globalisation of sewit@ough trade less feasible. This explains the
strong position of market-seeking services FDI gnd [J] compared with direct, crossborder
trade in services [particularly]. While the services sector accounted for just guarter of the
global FDI stock in 1970s, its share has riserbmua 60 percent in 2002 (UNCTAD, 2004).

A third line of explanation for the minor importanof services in international trade statistics
concerns the neglect of the services value incatpdrin the international trade of goods as
represented by mode. In his attempt to revise the concept of valueri@i (2002)estimates
that, on average, between 70 and 80 percent girike of an industrial good represent the cost
of pre-production and post-production services sashresearch & development, marketing,
logistics and sales. International trade of compu@aftware is one of the most prominent
examples for the embodiment of services trade inchandise trade figures. The conventional
mode of software delivery used tangible formatshsas CD-ROMs and software embedded in
hard drives and thus, appeared as merchandise twttien international trade statistics.
However, with the increased use of electronic traasion, international trade of software is
reclassified to the country’s services accountsiltiég in a steep incline of software services
trade (Borga and Mann, 2004; Forfas, 2004).

The significance of the service delivery motkenporary movement of personne [[I] has
increased over recent years. This is highlightedthy fact that in 2000, computer and
information technology services imported crossbotmethe US from India reached only $135
million while those delivered by the movement oflibn professional to the US is estimated to
have accounted for $2.5 billion (WTO, 2004). Howe\bke statistical measurement of delivery
mode ] seems to be especially problematic given, amooitysr things, the different notions
regarding the meaning ¢témporary that vary between three months and five years gnivgmO
member states (WTO, 2004).



Another distortion of international trade statistresults from intrafirm services tradeé pnd]
that, due to emerging international productiontetyees in services industries, is rising. For
instance, receipts generated from software licgnsagreements between companies’
headquarters and their foreign affiliates are idetli in statistics of royalties and license fee
transactions and their value cannot be separatehtified from other transactions not related to
the trade of computer software (Borga and Mann4208ervices exports from Ireland illustrate
the consequences of the increasing amount of imtrafrade quite well. According to
international trade statistics, the country ranked as the largest services exporter in per eapit
terms globally in 2003 (WTO, 2003). Moreover, lredlagenerated a net trade balance surplus of
10,400 € million in the category of computer anfibimation technology services in 2002, while
the US accounted for just 4,100 € million (Euros04). These figures however, must be
treated with caution as numerous US multinationétissare firms use Ireland as their export base
to the European market, and undertake just the fusay steps of the software commaodity chain,
I.e. packaging and localization, in the country.ilkhe bulk of the higher value-added activities
(e.g. software development) are performed in the th8 profits made from European sales
appear in Ireland’s trade statistics. The Irish tnatle balance deficit of —10,700 € million in
royalties and license fee payments recorded forsdmae year bears light on the extent of
intrafirm trade that provides the rationale for gmuntry’s exceptionally strong position in IT
services exports (Eurostat, 2004).

4 Explaining international tradein services

Bearing the difficulties with international trad&sstics in mind, the following seeks to examine
the value of established theories in explainingises trade patterns and their implications for
regional development. For a long time, servicesewperceived as non-tradable and this
characteristic has had decisive implications f@& tonceptualization of services in theories of
regional development. Export base theory dividedustries into two categories. The first
category comprises the so-called basic industhas éxport their products to another area. The
second category includes the non-basic industhes have a purely local market for their
products (Pfouts, 1960). This division implies tloally basic industries create wealth as total
employment and investment growth is a multiple wipyment and investment growth in the

basic sector while the non-basic industries plagraewhat more passive role.



Traditionally, basic industries have been equatddlys with manufacturing while all services
industries have been classified as non-basic. Dubéd increased tradability of some services
sectors, this assumption has already been put wpaestion by Price and Blair (1989). By
drawing from the case study of the regional conegion of advanced producer services in the
South of England in general and London in particuWaleff (1993) suggests that there is a case
for treating these services as part of the basierahan the non-basic sector. Thus some services
sectors have to be regarded as having an impodinto play in regional income generation.

In order to understand inter- and intrafirm sersitiade patterns between countries and regions a
consideration of international trade theory seeeaswonable. The influential Heckscher-Ohlin-
Samuelson theorem predicts that economies will Barghge in trade in those goods that require
intensive use of those factors for their productmith which the country is relatively well
endowed (Krugman and Obstfeld, 1991). To a ceratent, this helps to explain, why many
countries that dispose of large, well educated emiparably inexpensive labour pool have
managed to benefit from the outsourcing of lowdueaservices from the industrial countries.
New data technologies made it possible for theedskbf services to be produced in one place
and consumed in another by collapsing time andespadecreasing costs (Miozzo and Soete,
2001).

India’s software services industry that involvesmimantly lower value activities in the software
commodity chain such as coding and testing actwisierves as a prime example for international
services trade based on differences in the factiopsoduction costs (Heeks, 1998; Araataal .,
2001). The growth of the call centre sector indrel in the early 1990s and also that in North
East England provides further evidence for thisdtlgpsis (Breathnach, 2000; Richardsbal .,
2000). In summary, the factor proportion theorewvytes the rationale for international service
trade between high wage countries and regions avetbarcity of labour and less developed, low
wage countries or regions with an abundance ofuatwough the delivery modes, [, [1 and

0 in less sophisticated service activities.

However, the argumentation of international trddety cannot explain why the decentralization
of such services activities has affected only allsraage of countries and regions, while many
other places featuring similar factor endowmentgehbeen left out. In 2001, Ireland, India,
Canada and lIsrael, in that order, accounted for @Qepercent of the total offshored services
market that comprises shared services, call cactraties, IT services and regional headquarters

(UNCTAD, 2004). Theories of comparative advantage aso of less value in explaining how



certain regions in developing countries or somépperal regions in the industrialized world that
have initially exported less-sophisticated, labmiensive services activities managed to move
gradually towards the export of higher-value, latiatensive services activitids.

Moreover, theories based on comparative advantgefall short in explaining the bulk of
services trade that is occurring between develameohtries that feature rather similar factor
endowments. In particular, the US occupies a domipasition in global services trade as shown
by its strong, positive net balance in servicedgdrand its share of around 20 percent of total
world services exports. Miozzo and Soete (2001)gesgthat the overall concentration of
business services production, and thus also thie titaereof, in the industrialized countries is
mostly a consequence of the increased interdepeigdebetween manufacturing and services
activities. By emphasizing that many technologeisive business services sectors are
essentially an outcome of the increased techniodl social division of labour within the
manufacturing sector, they point to the need tcsittar the internationalisation of manufacturing
and that of the services sector in a complementaagyner. The trend amongst computer
hardware assemblers to outsource increasing slodréseir manufacturing operations to the
growing contract manufacturing services sectosthates that business services geared to supply
chain management replace the vertically integratadufacturing model (Zysman, 2002; Felker,
2003).

Roberts (2002) argues that it is absolute and cttiyeerather than comparative advantage what
explains the high volumes of services trade betwedeweloped countries. Services TNCs’
product differentiation strategies through firm-sifie knowledge and use of technology as well
as the oligopolistic market structures within tleeveces sector are considered to be key factors
influencing international services flows betweere ttriad nations (Rubalcaba-Bermejo and
Cuadrado-Roura, 2002). In this context, Miozzo &wkte (2001) emphasize that due to the
intangibility of many business services, determinkeg services characteristics such as
asymmetric information, much of the crossbordevises trade occurs in the form of intrafirm
rather than arm’s-length transactions. The higlum@ of intrafirm services trade highlights that
complementarities exist between crossborder sentreele flows and market-seeking FDI. This
relationship and other explanations regarding thaivations and strategies behind FDI in

services are considered in the following section.

5 Services FDI and international production strategiesin the services sector



FDI growth that has been the driving force behinobglisation can be largely attributed to
increasing share of services FDI. In the lightre minor importance of services trade compared
to that of goods, the importance of FDI as an um@nt of globalisation is thus greater in
services industries than in manufacturing. ServiEB8 can be geared to the international
delivery of services firms’ core activities, but dan also reflect the strategy of both
manufacturing and services firms to produce andvelelcorporate services internationally
(Mallampally and Zimny, 2000). This again undergsothe need to view the globalisation of
services and that of manufacturing in a complemgmtenner.

Similar to the international services trade pagelnstrated earlier, the expansion of technology-
intensive services FDI has taken place mainly exdaveloped countries. Structural changes and
economic growth in the triad nations have incredeeddlemand for services. On the supply side,
corporate restructuring through externalizatiorindérmediate service functions has resulted in
the growth of specialized business services fitmas internationalize their activities at a fastgac
in order to achieve economies of scale and scopeg®i and acquisitions appear as the preferred
mode of entry in international business servicesketa rather than greenfield investments
(Roberts, 1999).

Much of the service activity related to ICT, likE consultancy, necessitates close proximity
between service providers and clients, which erglavhy the majority of these services
affiliates sell their services products exclusivédy the local market[] and [0]. They have
therefore less impact on international servicesdemather than intrafirm trade and are accordingly
best classified as market-seeking investments @angd Mann, 2004). Geographically, this
category of market-seeking service FDI is predomtiyadrawn into a network of global city
regions that do not only represent concentrationseovices demand and supply of qualified
labor, but also have productivity and innovatiorhamcing effects on business services firms
through a diverse set of agglomeration economiest{& al., 2001).

Mallampally and Zimny (2000) analyze the marketkseg investment pattern by drawing from
Dunning’s framework of the eclectic paradigm. Thereased technical sophistication of many
services sectors has created a pattern of firmHsp@evnership advantages in favour of those
services TNCs at the forefront of technologicalndea and knowledge accumulation enabling
them to operate internationally. Furthermore, bessnservices firms have come under increasing

pressure to follow their multinational clients oseas in order to meet their complex needs



(Roberts, 1999). The uncertainties that client® feegarding the assessment of service quality
has increased the importance of services firmgrigtional reputation, thus further intensifying
the drive for market-oriented services FDI (Ahar@t00).

However, the share of resource-seeking service ERInd[1], particularly in business services
related to ICT, shows dynamic growth. Services BDthis sort is better explained by locational
rather than ownership advantages (Roberts, 2002) eXport-orientation of these establishments
reflects the rise of complex, international productstrategies in the services sector that is
accompanied by an increase of multilateral, intnafservices flows (Zimny and Mallampally,
2002). These services affiliates either perform ble of an export base to a larger foreign
market region, or they carry out administrative aodrdinative functions for a larger market
region. They can also serve as integrated productiots within global production networks of
TNCS. Similar to the market-seeking FDI type inveeses, these international services production
units are mainly an urban phenomenon due to thepeddence on an advanced technical
infrastructure and technically skilled personneN@IAD, 2004).

US Software affiliates in Ireland that are concatad in the greater Dublin region generate the
bulk of their sales through exports to the Europ@anket and thus provide evidence for the first
case (White, 2004). Regional headquarters of tdoggd NCs that are a typical phenomenon of
the foreign investment pattern in Singapore reprieae example for the second category (Yeung
et al., 2001). Moreover, numerous TNCs from a brn@eje of economic sectors have started to
establish captive offshore services centres thii¢ctethe third category of export-oriented
services FDI. While Indian technology agglomeragitike Bangalore and Hyderabad represent a
typical target of these resource seeking investsjemban regions in countries such as Ireland,
Mexico, China or the Caribbean also managed toadttincreasing amounts of these
internationally traded services operations (Atk2&04).

The sophistication of activities that are performbg offshore services centres varies
significantly. Their operational spectrum rangesnfr intermediate, lower value steps in
international IT production chains (e.g. coding aadting of computer services), IT-enabled,
back-office operations (e.g. accounting or custonedationship management) to supply chain
management. As research and development (R&D) senéially a services function, R&D
centres established by European or Asian TNCsrgidn, high technology agglomerations such
as the Silicon Valley can be viewed as the toparttis spectrum.
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6 Conclusion: regional development in the global service economy

The emerging global geography of ICT-intensive bess service activities features both
centralization and decentralization trends thattlaeeoutcome of the geographical polarization of
tasks (Miozzo and Soete, 2001). High value seraatw&ities seem to cluster in advanced, global
city regions, predominantly in the industrializeduatries in proximity to their major clients,
while lower value added service activities are $hfired” to a set of less advanced, urban regions
in the world economy.

The tradability revolution in services that hasrbéeavily influenced by the use of the Internet
does not bring about a uniform dispersion of tetbggintensive business activities. Rather,
global city region constitute the core of servitgbglisation in the internet age, while at the same
time, the trend towards outsourcing of more stasidad service activities enabled by far-flung
services delivery networks favours a distinctive (feregions that have been traditionally more
peripheral to the world economy (Leamer and Storp@01).

Thus, services globalisation offers developmentspects for less advanced regions as
demonstrated by contemporary regional successest@uch as Bangalore in IT services,
Singapore’s agglomeration of financial services gegilonal headquarters or the software cluster
in Ireland. From a regional development perspechwesvever the footloose nature of these rather
standardized services poses challenges to sustdinab these services activities often represent
stand-alone operations and are relatively vulnerteblelocation (Gillespiet al., 2001)

In contrast, regions with limited access to theee8al ICT infrastructure and to the information
networks of global companies may be left out cotgbyefrom the transformation of the services
sector and remain in a relatively weak bargainingifpon when it comes to distributing profits
and transferring technologies. Moreover, given dhganic link between goods and services, a
good performance in the manufacturing of goods regyesents a region’s essential precondition
for the development of an internationally compe#itbusiness services sector.

Finally, a further dimension of services globalisatseems to gain in importance that has not
been discussed yet. As Schmitz (2004) and O R204) highlight, global production networks
appear to be highly dynamic phenomena in the wectthomy and offer the prospects for places
incorporated into these networks to upgrade thesitn by moving towards higher value
activities. This evolution often involves the adgliof internationally traded services functions

such as marketing, logistics and other technicalice activities to an existing manufacturing
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base. Ireland that has long been a host of mulimalt high technology manufacturing and

certain regions in Southeast Asia seem to follaw titajectory (Felker, 2003; Grimes and White,

2005).

Further research is needed on the wayshaneixtent by which less developed regions can

upgrade their existing economic base by expandiey dervices element and thus, position

themselves better in the global geography of tindes sector.

Notes

Trade of computer software is thus not any londgssified under the manufacturing section DE, 2283
Reproduction of computer media of the Statistical Classification of Economic Adtiies NACE used in the
EU. Instead, it appears in the category of serviGe in section K, cod®.2 Software consultancy and
supply.

At present, the value of services provided throfighmay be recorded in a number of ways. It can be
recorded as workersémittances or ascompensation of employees. Furthermore, international statistics lack
information on the distribution of foreign employmeccording to occupation. Annex 1 of the Manual o
International Services Statistics provides a dedaélccount of the measurement problems regardéng th
category of movement of natural persons (UN, 2002).

"The evolution of the export-oriented IT servicasstér in Bangalore, India serves as an examplehéor
former case (Saxenian, 2001), while the upgradfrthelrish software sector illustrates the la@rRiain,
2004).
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Table 1: Theten modes of servicesinter nationalisation

Borga and Mann (2004)

UN (2002) ITSManual

Roberts (1999)

Extensions

Case study of computer
services

Cross-border services trade

(] Embodied exports

Sales of CD-Rom with
computer software; software
installed on computer hardwa

U wired exports
Offshore outsour cing*

Data processing services by
third party service provider

Cross-border supply

Intrafirm exports

L] Intrafirm trade of core
service

Software licensing agreemen
with foreign affiliates

)]

[ Intrafirm trade of non-core
services

Delivery of shared services ta
affiliated foreigners

Consumption abroad

[l Domestically located
exports

Provision of IT consultancy by
local service provider to
foreign firm

Presence of natural persons

(] Transhuman exports
Offshore outsourcing*

Onsite IT services by softwar
engineers of foreign firm

D

Affiliate sales through FDI

H Export delivery system

Sales subsidiary of foreign
software firms

L] services production facility

Foreign affiliate developing
customized IT solutions for
clients in the host country

Commercial presence

International production unit
Captive offshoring*

[ Production of core service
activities

Affiliate developing software
for export

[ Production of non-core
service activities

Shared services centre
Customer call centre

* Types of services offshoring as defined in therld/investment Report (UNCTAD, 2004)





