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Abstract: 

Services account for the dominant share of domestic economies in all developed and 
many developing countries. They also become more and more important component of 
international transactions. It is also true for transition economies, including Poland. Though 
they still have this sector underdeveloped - which is a heritage of the previous system, where 
services were neglected - a lot has been done towards creating modern and efficient service 
sector. These changes have a positive effect not only for services themselves, but also for 
other sectors, where services constitute an important production input. Moreover, as domestic 
services providers are becoming more efficient and innovative,  they can successfully 
compete on international arena and make use of liberalization processes.  

The aim of the paper is to analyze the role of services in international trade of Poland 
in the last 15 years. Similarly to other countries, services account for about one fifth of Polish 
international trade. One of the reasons of this quite small share of services in comparison with 
goods are methodological problems concerning collection of data statistics. These problems 
are further analyzed in the first part of the paper. Then the value and composition of 
internationally traded services in Poland are presented. It is interesting to compare these 
development with other countries of the region (Czech Republic, Slovak Republic, Hungary). 
Finally the prospects for development of certain service sectors and modes of supply as 
defined by WTO are analyzed. As Poland is relatively well endowed in labour and natural 
factors it could specialize in exports of tourism and construction services. On the other hand 
some modern producer services can also be developed as the country can benefit from high 
qualifications and relatively low level of wages of its labour force. There are many examples 
of offshoring services (e.g. call centers) from neighboring countries to Poland. Analysis is 
illustrated by empirical data and case studies. 
 

Key words: international trade in services, Polish trade, foreign direct investment, 
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1. Collection of data on international trade in services 

 The main source of information on international trade in services are balances of 

payments, prepared by particular countries and then further transmitted to international 

organizations (e.g. IMF, World Bank, OECD, Eurostat). Until 1994  the information was 

collected in accordance with the IMF Balance of Payments Manual of 1977 (4th edition). 

There was no separate account on trade in services. Current account was separated into visible 

account (goods) and invisibles (where labour and non-financial property income were 

grouped together with services other than shipment, travel and transportation). Nowadays 

most of IMF member countries use the 5th edition of the Manual, where separate account on 

trade in services is created. It is also more detailed: apart from traditional services, other 

categories also emerge (such as communication, financial and computer services, royalties 

and licence fees and many types of other business services). Unfortunately, it is not an ideal 

source of data. 

 The basic problem concerns the difficulty with registering the value of services 

crossing the border. There is no invoice or other documentation accompanying the exports or 

imports of services. Transactions are assessed either on the basis of foreign exchange records, 

or bank settlements or survey data or mix of them all. None of them is perfect though. 

Liberalisation of capital movements undermines the mechanism of recording cross border 

flows of funds; organisations are indirectly responsible for the provision of data under the 

bank settlements system; incomplete coverage, under-reporting and inadequate number of 

respondents are the main shortcomings of the survey method. As a result data are not 

comprehensive enough. National Bank of Poland assembles data on services mainly form 

bank system and supplements it by enterprise surveys and public statistics (e.g. data on travel 

is derived from the Institute of Tourism).   

 The other problem is the level of aggregation of data. Services in the current account 

are divided into 11 broad categories, while for example the services sectoral list used in 

GATS negotiations lists some 150 different kinds of services. However, many countries 

(especially developing) do not provide data even on these 11 categories (Poland does).  Table 

1 shows the number of countries reporting on separate kinds of services in years 2000-20042. 

                                                 

2 The small number of countries in 2004 is misleading. It reflects the fact that there are delays in providing data. 
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Table 1 Number of countries providing services data, 2000-2004 

Exports Imports 
Service 

2000 2002 2004 2000 2002 2004 

Services total 154 150 86 154 150 86 
Transportation 149 145 84 153 149 85 
Travel 151 147 83 150 146 84 
Other (commercial) services 152 148 85 153 149 85 

Communication 122 122 76 123 125 77 
Construction 78 80 58 91 94 60 
Insurance 86 92 60 88 98 64 
Financial services 125 123 73 142 142 82 
Information and computer services 97 103 64 106 109 68 
Royalties and license fees 87 87 64 111 116 70 
Other business services 139 139 83 148 146 84 
Personal, cultural and recreational services 77 84 59 85 90 61 

Note: government services excluded from the table. 
Source: own work based on UNCTAD Handbook of statistics on-line,  tab. 5.2, 
http://stats.unctad.org/handbook; access: 25.07.2006 
 

As can be seen almost all countries reported on three major categories of transport, travel and 

other services. Most countries provide information on communication, financial and other 

business services. For the rest services only half of the countries reported.  

 It is difficult to compare data across countries and in time. Different countries use 

different definitions of service categories. Exports of transportation in one country can be 

recorded as imports of travel services in another one. As a result large bilateral and 

multilateral asymmetries emerge3. A big challenge is the lack of information on prices and 

quantities. That is why the statistics on flows of services in real terms are inaccessible.  

 Underassessment of data on trade in services is one of the reasons of relatively small 

proportion of services in international trade. It is the nature of services (their invisibility, the 

need of simultaneous production and consumption, etc.) that makes it hard to capture the 

moment they cross the border. These features determine also the modes of supply of services. 

It is quite often necessary to reallocate factors of production (capital or labour or both) to 

provide services abroad, which makes international trade in services more difficult than trade 

in goods. There are, of course, examples of internationally traded services, usually 

complementary to trade in goods (insurance, transport). It is also possible to point out services 

than can be exported independently (computer and information services, legal and 

communication services). There are however many kinds of services that can not exist in 

                                                 

3 For example, in 2002 India reported exports of computer and information services to EU, North America and 
Japan of $9.6bn. The same economies recorded only $294m of imports of the same services. Meeting the WTO 
Agenda for Statistics on Trade in Services, International Financial Services, London, June 2004. 
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traditional – where the subject of transaction crosses the border – international trade at all. 

These are for example: hotels, restaurant and recreation services. Lack of technical 

possibilities to provide services across borders made to consider them until recently non-

tradables.  

 There are many more reasons of the smaller than expected share of services in 

international trade. As it was mentioned, some countries do not collect data on some kinds of 

service activities. Moreover, many services are sold together with goods and only the 

merchandise transaction is recorded. For example, the price of a car covers some inspections 

and repairs during the guarantee period. In case of some services only the net transactions are 

recorded (e.g. railway transport or telecommunication services). Other services are not 

considered to be exported, especially when sold to individuals, other then travellers (probably 

the number of such individuals is not very big, but the sum of transaction might be quite 

large, especially in view of growing popularity of Internet as a substitution of traditional 

market). The growth o electronic intra-firm transactions is another challenge: they are rarely 

recorded in balance of payments statistics. Finally, as the service activities are particularly 

often carried by small and medium sized enterprises (which means they can benefit from the 

simplified accounting methods) they can hide some revenues. It is also true for many 

individuals providing services (e.g. guest houses, foreign language lessons, construction 

services). They simply operate in so called parallel economy.  

 A relatively new challenge emerged with creation of GATS. A broad definition of 

trade in services creates a new need of information on activities of foreign companies 

providing services in host economies as well as data on services provided by individuals 

abroad. Data on the significance of commercial presence is particularly important, as despite 

new opportunities offered by technological progress (and easier transborder trade), many 

services can be supplied only if producer and consumer meet in the same place. At present, 

the value of international trade in services provided by foreign companies is usually assessed 

on the basis of data on foreign direct investment. A new system is being developed (FATS  - 

Foreign Affiliates Trade in Services), but only a few (developed) countries collect such data.  

 Despite the fact that relatively small proportion of international trade in services is 

realised by individual providers (some 1,5%) in case of particular countries this mode of 

supply is more important. It is, among others, the case of Poland. Many Polish nationals 

provide services abroad, there are also foreigners who work (on temporary basis) in service 

sector in Poland. Apart from the problem with registering the value of services they provide 
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(and as they are non-residents export or import), there is also a big challenge with assessing 

the value of trade of illegal workers.  

 

2. Trade in services – the case of Poland and other European countries in transition 

Service sector in centrally planned economies was generally neglected. According to 

formerly valid economic theory in these countries, these were tangible inputs that determined 

economic development, therefore service production was perceived as unproductive and as 

such almost not existent in these countries. On the one hand central planners concentrated 

their efforts on heavy industry, on the other – functions normally performed by services (e.g. 

banking, insurance, accounting, advertising) were unnecessary in these economies or were 

performed by the planning agency. Transition to market economy has had major effects on all 

service sectors, increasing their share in GDP, employment, inward FDI and international 

trade. The analysis is limited to those European countries in transition, which are members of 

OECD (i.e. Czech Republic, Hungary, Poland and Slovak Republic).  

 Share of individual transition economies in world services exports and imports is 

relatively small and varies from 0.2% in Slovak Republic to 0.6% in Poland (and some 0.5% 

in remaining two countries4). Exports and imports of services represent quite significant 

proportion of GDP in these countries. The best and relatively good as compared to UE-15 

result is achieved by Hungary (about 6%, UE-15 – 8%), followed by Czech and Slovak 

Republics (around 5%) and finally Poland with much smaller ratio of 2.5%5. Comparing to 

the situation in 1993 all countries except Slovak Republic improved their results; Poland and 

Hungary almost doubled share of services trade in their GDPs.  

Table 2 Share of commercial services in total trade, 1993-2003 

Country 1993 1995 2000 2003 

Czech Republic 22.4 19.9 16.5 13.0 

Hungary 19.8 23.8 15.0 16.2 

Poland 18.6 25.4 19.3 15.1 

Slovak Republic 23.4 19.4 13.9 12.4 

EU-15 21.4 19.5 20.4 21.6 

World 19.9 18.6 18.4 18.9 

Note: commercial services: services excl. government services. 
Source: own calculations based on WTO Statistics Database, http://www.wto.org  

 

                                                 

4 WTO Statistics Database, http://www.wto.org. 
5 Own calculations based on WTO Statistics Database and OECD Factbook 2005 (GDP in current prices and 
PPP) – data as of 2003.  
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 Reverse trend is observed in share of services in total trade of examined countries. 

While in world economy the share of services grows (or at least remains unchanged), all four 

countries have noted considerable decrease of this ratio between 1993 and 20036. The 

probable explanation of this situation is the fact that the first period of transformation has 

been especially tough for the manufacturing sector, not only in terms of production, but for 

international trade as well. Probably that is why we note relatively high share of services in 

trade structure in 1993-1995, especially on exports side7. Along with strengthening goods 

producing and exporting sector, relative share of services decreases, achieving some 13% in 

Czech and Slovak Republics and 15 – 16% in Poland and Hungary8. These results are much 

below the figures for world and the EU-15 average (see table 2). 

 All four examined countries have been net exporters of services during 1990s. In the 

first half of the 1990s their surplus in trade in services has been growing, but since 2000 it is 

shrinking in all countries, with Hungary achieving deficit in 2003 (see figure 1). High positive 

balances enabled these economies to partially compensate their large deficits in merchandise 

trade, especially in the first years of transformation.  

 In terms of individual service sectors, all the countries are net exporters of transport 

and travel services (with travel revenues specially important for the Czech Republic and 

Hungary) and net importers of other commercial services (especially financial services, 

insurance, royalties and license fees, other business services9). 

Figure 1 Balance of trade in services, 1993-2003 

Source: own calculations based on WTO Statistics Database, http://www.wto.org 

                                                 

6 A year 2003 has been chosen as the last for the analysis because of the enlargement of EU in 2004 and lack of 
data on EU-15 since then. 
7 There was very unequal situation on exports and imports side, with much higher shares in exports than in 
imports, and difference  reaching in Poland and Hungary in 1995 even 10 percentage points. 
8 In 2003 no sound discrepancies between exports and imports were observed. 
9 This category consists of merchanting and other trade-related activities, operational leasing, miscellaneous 
business, professional, and technical services.  
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Dominance of labour intensive and depending on natural factors services in exports 

(transport and travel) and capital intensive and requiring highly skilled professionals services 

in imports (other services) is also observed in the composition of services trade flows in all 

the countries (see table 3). 

Table 3 Trade in services by sector, 2003 (percentage of total exports/imports of services) 

Country Transport Travel 
Other commercial 

services 

Exports 

Czech Republic 27.7 45.8 26.6 

Hungary 11.7 46.7 41.6 

Poland 35.8 36.4 27.8 

Slovak Republic 42.9 26.2 30.9 

EU-15 21.0 27.5 51.5 

Imports 

Czech Republic 16.4 26.4 57.2 

Hungary 15.3 28.5 56.2 

Poland 21.6 26.3 52.1 

Slovak Republic 29.4 18.8 51.9 

EU-15 21.7 29.4 48.9 

Source: International Trade Statistics 2004, WTO, Geneva 2004, and own calculations based on 
UNCTAD Handbook of statistics On-line, table 5.2, http://www.unctad.org 

 

Such structure of trade in services is consistent with the classical trade theory. These 

countries have comparative advantage in transport and travel services, especially due to low 

wage costs and the fact that these sectors were relatively well developed in the past10. Some of 

them also specialize in construction services (where low skill labour is employed). Over time, 

their revealed comparative advantage in most of these services increases. On the other hand, 

they have comparative disadvantage in other commercial services. As demand for them before 

1990 did not exist, this sector was either underdeveloped or not existed at all. Therefore, in 

the course of transformation, additional demand for financial services, insurance, computer 

and information, trade related services was mainly satisfied through imports. Along with the 

progress of transition, the competitiveness of local service providers has strengthened (thanks 

to restructuring, transfer of know-how through foreign direct investment and other forms of 

cooperation11) and share of other business services in imports has started to decrease. What is 

more, some of the countries have experienced considerable growth in exports of some modern 

services, e.g. computer and information services (the Czech Republic and Poland), royalties 

and license fees (Hungary and Slovak Republic). 

                                                 

10 Services in Transition Economies, UNECE, Geneva/New York 2001, p. 105. 
11 Ibidem, p. 29. 
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As can be observed at Fig. 2, in the last five years Poland has noted considerable 

growth rates of exports of computer and information services (26% annually) as well as 

construction (23%), financial (19%), transportation (17%), other business services (16%). As 

the country is a net importer of most of these services (except for transportation and 

construction), the faster growth rates of exports than imports might help reduce the deficit in 

future. At the same time imports of royalties and licence fees, insurance and travel services 

grew faster than exports. 

 

Figure 2 Average annual growth rate of exports and imports of services in Poland, 2000-2005 

Source: own calculations based on Polish Balance of Payments. 

 

3. Foreign direct investment in services  

A particularly important role in increasing share of services in both domestic 

economies and international trade and overall economic performance is played by foreign 

direct investment (FDI)12. It provides more competition, brings new services to the market, 

drives research and development, boosts productivity. In 2002 the highest service share in 

FDI stock was recorded in Poland (over 60%, table 4), mainly because of investments in 

financial intermediation sector, distribution, transport and communication services. The same 

sectors are dominant receivers of foreign capital in remaining transition countries.  

                                                 

12 One of the “modes of supply” of services, as defined in GATS, is commercial presence. Therefore trade in 
services includes activities of services-providing entities of one country in the territory of another. The statistical 
proximity of this mode is FDI.  
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The key role in increasing foreign participation in home markets is played by service 

sectors reforms. Central European transition economies have done a lot in this regard. Policy 

reforms in the area of services include a mix of deregulation (promotion of competition) and 

improved regulation (creating an appropriate legal environment, strengthening regulatory 

agencies)13.  

Table 4 Inward FDI stock by sector, 2002 (selected service sectors, shares in total FDI, %) 

Sector Czech Rep. Hungary Poland Slovak Rep. (2003) 

Distribution and repair services 11.9 11.1 17.1 11.2 

Transport, storage and communication 13.6 10.1 10.4 10.0 

Financial intermediation 15.9 10.3 21.3 23.5 

Real estate, rental and business activities 9.3 11.7 7.5 3.2 

Total services share* 56.2 47.9 60.9 49.8 

Note: * not including utilities. 
Source: F. Eschenbasch, B. Hoekman, Services Policy Reform and Economic Growth in Transition 
Economies, 1990-2004, Policy Research Working Paper Series 3663, The World Bank, April 2005. 

 

As far as financial services are concerned, the original State monobank has been 

replaced by independent central bank, a considerable number of private commercial banks 

(including those with high foreign participation) have emerged, a capital market has been 

established, domestic and foreign insurance companies have become important players on 

financial markets14. In the area of infrastructure services (i.e. enabling international 

transactions, e. g. transport, communication, distribution) three types of reforms are 

particularly important: allowing entry of new providers (domestic and foreign), opening 

domestic market to imports, the establishment of an independent regulator. The Services 

Reform Indices constructed by EBRD15 reveal that Hungary, Poland, Estonia, Romania and 

Czech Republic are the countries in transition that have achieved most progress in 

infrastructure reform in 1990-2004 period16. The best results have been achieved in the 

sectors of telecommunication and electrical power. Less progress has been made in the rail, 

road and water sectors (though some countries, e.g. Poland and Hungary have introduced 

private sector participation through road user charges; the separation of infrastructure from 

operations in the railway sector has been put in practice in many countries, operation of some 

passenger and freight services has been handed over to private companies)17.  

                                                 

13 F. Eschenbasc, B. Hoekman, Services Policy Reform and Economic Growth in Transition Economies, 1990-
2004, Policy Research Working Paper Series 3663, The World Bank, April 2005. 
14 Services in Transition Economies…, op. cit., p. 31. 
15 EBRD Transition Report, EBRD, London 2004. 
16 27 countries have been examined.  
17 F. Eschenbasc, B. Hoekman, Services Policy…, op. cit. 
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Despite above mentioned positive trends in policy reforms, FDI in services is still 

impeded by a number of barriers. Regulatory barriers (e. g. nationality or residency 

requirements, licensing requirements) prevent foreign firms from entering market. They are 

relatively high as compared to other OECD countries in Poland, Slovak Republic and 

Hungary. Cross-country differences in regulations are also identified as important 

impediments18.  

As services become more tradable (due to technological progress), they are 

increasingly off-shored, which means they are performed in another country outside the 

market where they are sold. It involves both offshore outsourcing (buying from the foreign 

third party, giving rise to unaffiliated trade in services) and captive offshoring (international 

sourcing in foreign affiliates, giving rise to foreign direct investment (FDI) and affiliated trade 

in services). The average annual growth of the offshoring of services to emerging markets has 

been growing faster than world trade in services in 1980-2002. It is projected to grow at 30 

percent annually from 2003 to 2008. Its share in services would increase from the current 3% 

to 10%19 (i.e. about half the current share of transportation in EU-15 services exports). 

 A term nearshoring is sometimes used to contrast with offshoring: business processes 

are located nearer the target customers than in the case of offshoring. While India, China, 

Philippines, Ireland are major countries that provide off-shore services, Central European 

countries are main nearshoring destinations for Western European businesses. “For some 

companies seeking to outsource operations overseas, China is too far away, India doesn't have 

the infrastructure, but Eastern Europe is just right”20. Besides the advantages of wage 

differences (though of course much lower than in case of China) there are other advantages 

not found in East Asia: educated workforce, more established infrastructure, similar language 

and culture backgrounds21. The region has attracted European businesses seeking a closer-to-

home alternative to offshoring with service offerings ranging from collecting credit-card 

payments to booking travel tours22. It is estimated that 40-60 thousand people in Poland can 

find jobs in outsourced service centres in few years. According to McKinsey&Company 

                                                 

18 Enhancing the Performance…, op. cit., p. 92. 
19 The Emerging Global Labor Market: Part II—The Supply of Offshore Talent in Services, 
McKinsey&Company, June 2005, p. 17. 
20 S. Covel, Eastern Europe Stakes Its Claim As Just the Right Site for Growth, “Wall Street Journal” (Eastern 
edition), New York, Sep 8, 2004. 
21 Ibidem. 
22 J. W. Miller, Europe's Call-Center Strategy; Transcom Combines India's Formula With a Local Sensitivity, 
“Wall Street Journal” (Eastern edition), New York, Mar 15, 2005. 
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currently this sector employs some 10 thousand people in this country. The most popular 

sectors include: accounting, research & development, computer and back-office services.  

 There are many companies planning to increase their participation in local markets in 

analysed countries. What is particularly encouraging, they notice the advantages of well 

educated staff and locate very innovative enterprises there. The quality of the Polish scientific 

and technical achievements is reflected by the fact that the world's largest corporations locate 

their research and development centres here. There are already some 30 such centres in this 

country and the number increases each year23. It is considered by international corporations as 

the CEE’s “Sillicon Valley”. Microsoft has plans to locate software engineering centre in 

Warsaw. It will provide technical service of business solutions and applications used by the 

company and its partners in the region. It would be the first Microsoft’s centre of this kind in 

the world. One of the reasons of choosing Poland is – according to Bill Gates – that “it has 

exceptionally educated IT engineers and specialists in many fields”.  In June 2006 the same 

company has opened its First Innovation Center in Poznań. The initiative’s aim is to support 

innovative solutions and technologies in IT security and outsourcing. Another corporation, 

Fujitsu Siemens Computers in corporation with Oracle, Microsoft, EMC and IBM prepared a 

special investment plan for the Eastern Europe region24.  

 

4. Individuals providing services on foreign markets 

 There are no reliable statistics on the size of this mode of supply services. The number 

of temporary workers moving abroad (if available) covers all workers, no matter the sector 

they are employed. The proxies used to measure the value of this mode include workers’ 

remittances (transfers from workers who stay abroad more than one year – residents of the 

host country) and compensation of employees (transfers of those who stay up to one year 

abroad – residents of home country) which also are not broken into categories. As far as 

Poland is concerned, in the first category a huge surplus is observed and a small deficit in the 

second one. The surplus has been considerably growing since 2002. The membership in EU 

and discouraging prospects at the Polish labour market allow to predict further growth of 

receipts from abroad.  

                                                 

23 According to information from Polish Information and Foreign Investment Agency.  
24 Ibidem.  
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Figure 3 Net compensation of employees and current private transfers in Poland, 2000-2005 

Current private transfers: workers’ remittances is the main category. 
Source: own calculations based on Polish Balance of Payments 
 

 A considerable proportion of Polish citizens working abroad find employment in 

services sectors. They are competitive on foreign labour markets, since the wages they can 

agree to work for might be lower than on local markets, though still higher than in Poland 

(e.g. constructors). After the 1 May 2004 a new characteristics of migrants appeared. They are 

younger, better educated, finding jobs in line with their skills and qualifications. A need of 

preventing the outflow of specialists (especially doctors, nurses, engineers) becomes an urgent 

problem.  

 On the other hand, Poland is gradually shifting from a major sending country into a net 

immigration or transit migration country. The accession to EU is likely to foster these 

changes. Unfortunately, a large number of employed foreigners is not registered. It is 

estimated that at least 50 to 300 thousand foreigners work in Poland illegally, while permits 

awarded in 2004 reached some 13 thousand. The most popular branches they find 

employment include: financial intermediation, real-estates activities and manufacturing 

(citizens from EU),  distribution, education, construction, agriculture (former USSR 

nationals). Similar tendencies are observed in other countries in transition. In Hungary 

construction, retail, catering and entertainment sectors are among the most affected by foreign 

labour, both legal and illegal. There is also, however, a significant category of professionals, 

language teachers, experts, journalists originating in Western countries and employed in this 

country. In Czech Republic migrants from industrialised countries serve as government 

advisors, university professors, teachers, managers. People from eastern countries mainly find 

employment in manufacturing and construction. Data on value of services they provide are 

unavailable.  
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Conclusions 

The structure of economies of central European countries in transition has 

dramatically changed. Services are dominant sources of value added and employment in these 

countries. Surplus in trade in services enables partially compensate deficits in merchandise 

trade. Imports of high quality, knowledge intensive business services improves the 

productivity of companies in all sectors and the economy as a whole. Consumers are benefited 

with greater choice and lower prices. The examined countries are also becoming important 

players on the world map of offshoring locations. They have all started reforms in service 

sectors. Well-established financial, transportation and distribution systems are crucial for the 

effective functioning of all businesses.  
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