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Figure 1: International trade is increasingly characterised by services 

Share of services in total exports (in per cent) 

 

Source: World Bank 
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Across the globe, a structural change towards services is 
underway that also manifests itself in international trade 
flows. Compared with other European countries, Germany 
is still heavily characterised by industrial production but 
the share of services in total exports has grown noticeably 
here as well in the past decades – to nearly 18 % in the 
year 2016. 

Business services in particular, such as research and 
development, legal advice, tax and business consultancy, 
as well as information and communication services are 
becoming increasingly important in international trade. 
Today they account for some 55 % of Germany’s service 
exports and 47 % of service imports. 

Firms that export services are larger, more productive, pay 
higher salaries and are more often foreign-owned than 
non-exporting enterprises. In Germany, around one 
quarter of all service exports originate in manufacturing 
firms. 

In the German SME sector, service enterprises make up 
around three quarters of all businesses. Around one in five 
of them is an exporter and in wholesale and retail it is 
nearly one third. Small and medium-sized enterprises are 
particularly affected by restrictive regulation on trade in 
services and should therefore benefit greatly from further 
liberalisation. Digitalisation should also further strengthen 
service exports by SMEs. 

 

Services are becoming increasingly important ... 
Services are playing a growing role for the global economy. 
The share of services in global GDP grew from 58 to 66 % 
between 1996 and 2016. The structural transformation is 
especially evident in low and medium-income countries but 
also in highly developed industrialised countries. In the EU, 
the share of services in GDP rose from 68 to some 74 % 
between 1996 and 2016. One explanation for this 
development is that demand for services grows with rising 
incomes. At the same time, relative prices of manufactured 
goods have fallen as a result of technological progress, 
which has reduced the share of manufactured goods in GDP, 
even though manufactured goods production has grown in 
absolute terms.1 

In Germany, services generated some 69 % of GDP in 2016 
– only two percentage points more than in 1996 and 
significantly less than in other European countries such as 
the United Kingdom (79 %), France (79 %) and Italy (74 %). 
This reflects the traditionally strong manufacturing focus of 
the German economy. 

... including in international trade 
Services are playing a growing role in international trade as 
well. In 2016, services accounted for just under one quarter 
of global exports, at USD 4.9 trillion – an increase of a good 
three percentage points on 1996. In the EU, the share of 
services in total exports in 1996 was around 29 %, in 
Germany around 18 % – around four percentage points more 
than in 1996 (Figure 1). 
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During the financial crisis, service exports proved to be 
relatively robust, unlike goods exports, which led to a sharp 
rise in the share of services in exports in 2009. One 
explanation for this is that the demand for services is less 
dependent on the business cycle and relies less heavily on 
external funding than demand for goods. At the same time, 
services were less affected by protectionist measures as a 
result of the financial crisis.2 

Services are often exported indirectly 
Nevertheless, trade in services is not completely uncoupled 
from trade in goods. Rather, both are closely linked to each 
other – the more complex production networks become, the 
higher the need for support services. Many business 
services, especially research and development, legal advice, 
tax and business consultancy, as well as information and 
communication services, go into the production of goods that 
are then exported. If we look at the exported value added 
and not the gross value of Germany’s exports, the share of 
services increases from less than one fifth to about half.3 

Germany is the world’s third-largest exporter of services 
Although services in Germany make up a smaller share of 
exports than in many other EU countries, Germany is the 
world’s third-largest exporter of services after the US and the 
UK. Germany’s service exports totalled around 
EUR 258 billion in the year 2016.4 

Figure 2: Structure of Germany’s services exports 

Share in Germany’s total services exports in per cent 

 

Sources: World Bank, Deutsche Bundesbank 

Business services dominate 
Trade in business services has recorded particularly strong 
growth. They accounted for around 55 % of German services 
exports in the year 2016, around 11 percentage points more 
than in 2005. One major driver of this trend is advancing 
digitalisation. Information and communication services are 
playing an increasingly important role. In 2016 they 
accounted for EUR 30 billion, which was around 12 % of 
Germany’s total service exports, compared with just under 
7 % in 2005. Exports of transport and travel services, on the 
other hand, have become relatively less important (Figure 2). 

High level of travel service imports 
Germany’s service imports totalled around EUR 278 billion in 
the year 2016. Germany therefore has a deficit of some 
EUR 20 billion in its trade in services – unlike in its trade in 

goods.5 This can be attributed primarily to the relatively high 
imports of travel services, which still accounted for more than 
one quarter of German services imports in 2016 (Figure 3). 

Figure 3: Structure of German services imports 

Share in Germany’s total services imports in per cent 

 

Sources: World Bank, Deutsche Bundesbank 

US and UK are Germany’s main trading partners 
Germany’s most important trading partner by far is the US, 
which in 2016 accounted for nearly EUR 41 billion in service 
exports from Germany and some EUR 39 billion in services 
imports into Germany. The UK is the second most important 
trading partner, followed by Switzerland, France and the 
Netherlands (Table 1). 

Table: Germany’s most important partners in trade in 
services 

 Services exports Services imports 

Rank Country 
EUR 

millions 
Country 

EUR 
millions 

1 USA 40,740 USA 38,710 

2 
United 
Kingdom 

24,266 
United 
Kingdom 

22,099 

3 Switzerland 23,140 France 18,418 

4 France 15,283 Austria 16,801 

5 
The 
Netherlands 

15,063 
The 
Netherlands 

16,030 

Source: Eurostat 

 
Service exports are strongly concentrated on a few 
enterprises 
In general, trade in services is heavily concentrated. In 
Germany, only around 5 % of all services exporters serve 
more than 25 countries but generate around 70 % of 
Germany’s total services exports. In contrast, 43 % of all 
service exporters operate in a single foreign market only. 
Their combined share in total services exports is no more 
than 3 %. 

The pattern is similar for the types of services exported. 
Fewer than 15 % of services exporters export five or more 
different services but together account for more than 70 % of 
Germany’s export turnover in trade in services.6 
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Services exporters – large, productive and often 
manufacturers 
Enterprises that export are larger, more productive, pay 
higher salaries and are more often foreign-owned than those 
that do not, and this applies equally to services exporters and 
goods exporters.7 

The largest share of service exports from Germany originates 
in enterprises that can be attributed to the services sector, 
such as business consultancy firms, engineering firms or 
software developers. However, manufacturing enterprises 
also contribute substantially to German services exports, with 
around one quarter.8 Examples of service exports from the 
manufacturing sector are research and development services 
rendered at the head office of a multinational automaker for 
subsidiaries abroad, as well as service and advisory services 
linked to the sale of a machine or software to a customer 
abroad. 

Multinational corporations drive foreign turnover 
German enterprises achieve international turnover not just by 
exporting services but also by providing services through 
their foreign branches.9 Official statistics about the type of 
services they trade in do not exist. But estimates suggest that 
EU companies generate more than two thirds of their 
international turnover in non-EU countries through their local 
branches and less than one third through exports.10 

One in five SMEs in the services sector earn turnover 
abroad 
A look at small and medium-sized enterprises11 in the service 
sector shows that around one fifth of them earned cross-
border turnover in the year 2016 – either through direct 
exports or through foreign branches. The latest figures show 
that nearly one third of SMEs in wholesale and retail trade, 
which is also part of the service sector, were active abroad. 
But these figures are not an indication of a continuing in-
crease in service enterprises’ propensity to export (Figure 4). 

Figure 4: Share of exporters in German SMEs 

Share of exporting SMEs by sector, in per cent 

 

Source: KfW SME Panel 

 
 

Export intensity also fluctuates slightly. In the years  
2010–2016, service enterprises with international business 
generated around one quarter of their total turnover abroad 
(Figure 5). In total, international turnover of small and 
medium-sized service enterprises was around 
EUR 140 billion in 2016; trade accounted for around 
EUR 125 billion. Combined, this amounts to around half of all 
international turnover of SMEs in 2016, which totalled 
EUR 547 billion.12 

Figure 5: Export intensity in the SME sector 

Share of international turnover in total turnover of SMEs doing business 
abroad by sector, in per cent 

 

Source: KfW SME Panel 

This figure does not represent SMEs’ services exports.13 But 
it can be assumed that the share of services in exports is 
significantly higher in the SME sector than in the overall 
economy. 

With around three quarters of all small and medium-sized 
enterprises operating in the service sector, their strong focus 
on services should thus also be expressed in international 
trade in services. SMEs are likely to have a significantly 
higher share here than in international trade in goods. 

SMEs could benefit greatly from the liberalisation of 
trade in services 
At the same time, the restrictive regulation of trade in 
services for small and medium-sized exporters means that 
they incur relatively higher costs than large enterprises.14 
SMEs should therefore reap particular benefits from a further 
liberalisation of trade in services. The EU needs to catch up 
in this field as well. Furthermore, trade in services with the 
United Kingdom needs to be redefined, as more restrictive 
trade rules could deal a severe blow not just to the second 
largest exporter of services but also to the EU and, in 
particular, German SMEs. According to estimates, trade in 
services with the United Kingdom could decline by more than 
60 % in the long term.15 
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Digitalisation provides SMEs with opportunities – 
including in exports 
More than 72 % of business service providers in the SME 
sector expect to benefit from digitalisation. Almost as many 
expect digitalisation to simplify the integration into their 
customers’ value chains. And nearly 62 % of the surveyed 
service providers expect digitalisation to make it easier for 
them to tap into European sales and procurement markets.16 
The KfW SME Panel also shows a significant positive 
correlation between export propensity and successfully 
completed digitalisation projects. These figures indicate that 

digitalisation will open up new pathways for trade and 
simplify cross-border trade and services. 

The ability of small and medium-sized enterprises to make 
effective use of e-commerce, B2B platforms and similar 
mechanisms is likely to crucially depend on the systematic 
expansion of the broadband network. What will be important 
here is to create a clear legal framework for cross-border 
trade in services that is as uniform as possible and 
comprises the protection of both intellectual property and 
data. ■ 
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