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Structural Change in Employment
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Services Revolution or Premature Deindustrialization?
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Services Revolution or Premature Deindustrialization?
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Convergence in labor productivity in Services!

Source: Ghani and O’Connell (2014)



Regional Growth in Exports 
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Data source: WTO 



Regional Services Trade Balances
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Data source: WTO



Trends in Global Services Trade Flows
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Services Exports and Employment
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• Job elasticity of services exports smaller than for manufacturing (0.12% vs. 
0.42%), but caveats apply.

• Exports usually done by firms that are large in terms of output, while 
SME’s provide the bulk of employment.

• Correlation between export propensity and firm size does not hold for 
firms in services Æ Services firms find it easier to internationalize

• Indirect effects of services exports appear to be much stronger, but links 
not understood well yet
– One job in tourism creates three jobs elsewhere in the economy

– One job in information technology enabled services creates four jobs elsewhere



Services Imports and Employment
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• Service offshoring has significant potential for job dislocation

• Some evidence on job dislocation on industry level, but not on aggregate

Non-Tradable
Occupations

Tradable
Occupations

NT 
Industries

51.4% 11.7%

T Industries 19.6% 17.3%

Source: Jensen (2011)



Services Trade and Job Quality
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• US Workers in tradable services have on average substantially higher
education and wages than workers in non-tradable services and in 
manufacturing.

• Similar results hold for Argentina, Brazil, India and the Philippines
• Some evidence for increases in wage inequality as a result of offshoring on 

firm and industry level, as well as occupation specific dislocation into
lower paying jobs



Services Trade and Gender
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Conclusion
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• Services is main engine of employment growth worldwide
• Countries attain their peaks in manufacturing employment shares at much 

lower levels than the early industrializers did
• There is strong convergence in labor productivity in services, despite 

substantial employment growth
• The link between services trade and services employment shares is 

unclear
• Not all countries have managed to increase their share of modern services 

exports associated with potential productivity growth



Conclusion
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• Direct employment effects of services exports appear to be limited, but 
indirect effects can be large

• Exporting more “accessible” to SMEs in service sector
• Participation in international trade associated with higher education 

levels, wages, better working conditions 
• Evidence for greater female employment in tradable service sectors
• Little evidence for massive job dislocations from offshoring in developed 

economies
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Thank You!

js@cepweb.org


